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Memorandum

To: Board of Selectmen
Finance Committee

From: Martha White, Town Administrator
Michael Walters Young, Deputy Town Administrator/Finance Director

Date: Friday, September 14, 2012

Re: Financial Articles at the 2012 Fall Annual Town Meeting
(Articles 1,2,3,4,5,6,9,12,13, 17 and 27)

The attached pages provide detail regarding the proposed financial actions at the upcoming
2012 Fall Annual Town Meeting. To summarize, appropriations are requested under the
following articles and in the following amounts:

Appropriations by Article for 2012 Fall Town Meeting

Article 1 FY 2013 Operating Budget S 502,357
Article 2 Stabilization Fund S -

Article 3 Stabilization Fund — Operating/Rainy Day S 288,066
Article 4 Stabilization Fund — Capital S 3,275,551
Article 5 Capital Equipment S 1,177,340
Article 6 Capital Improvement S 1,627,000
Article 9 Collective Bargaining S 123,552
Article 12 Community Senior Center Project S 22,216
Article 13 High School Project S 15,858
Article 17 Transfer of Funds to Conservation Fund for Trails Construction and Improvement ~ $ 50,065
Article 27 Design of New Natick Center T Station S 80,000

Before providing detailed information for each of these appropriations, a brief narrative is
warranted to explain the results of FY 2012 closing, the anticipated Free Cash Certification as of
7/1/2012, the major changes which have occurred since the 2012 SATM, the Administration’s
long term financial perspective, and the collective impact of these items on the broader 5-year
capital plan and capital budgeting.

FY 2012: Preliminary Year in Review

The Town of Natick did well in Fiscal Year 2012 — a result of an improving economy, fiscal
diligence, and conservative budgeting.



Revenues:

Overall, revenue collections in FY 2012 exceeded estimates, however, the Town witnessed a
third year of slightly lower tax collection rates. This being said, the tax collection rate remained
constant — and still very respectable — during the ‘recession years’ between 98-99%. Thankfully,
higher than projected local receipts more than made up for under-performing tax levy revenues and
provided overall revenues in excess of estimates necessary for adequate free cash.

FY 2012 General Fund Revenues - Preliminary*

General Fund Revenue Summary Budget Actual Difference
S %

Property Tax Levy $ 86502,701 $ 85,587,087 S  (915,614) 98.94%
State Aid S 11,509,427 §$ 11,449,436 S (59,991) 99.48%
Local Receipts S 10,281,733 S 14,356,117 S 4,074,384 139.63%
Available Funds S 7,437,265 S 7,437,265 S - 100.00%
Enterprise Receipts S 2,535,883 S 2,535,883 § - 100.00%
Total $ 118,267,009 $ 121,365,788 S 3,098,779 102.62%

*Note: Final amounts may change slightly from what is shown above.

The sizeable overage on local receipts deserves closer analysis. Below is the table submitted to
the Department of Revenue highlighting all of the local receipt categories, including
explanations as to why certain lines exceeded estimates.

Breakdown of Local Receipts

$SAmount  Percent of
FY12 Actual Target

Budget Actual minus (estimate)
2012 2012 FY12 Projected Notes
Motor Vehicle Excise 3,749,760 4,082,872 333,112 108.88% Collections stronger than expected
Other Excise 1,300,000 2,143,965 843,965 164.92% Hotel Motel/Meals Taxes continue to

grow; estimates for future years will be
re-evaluated

Penalties and interest 463,020 424,185 (38,835) 91.61%

Payments in lieu of taxes 26,429 47,583 21,154 180.04%

Charges for Services - trash 1,007,283 845,923 (161,361) 83.98% One-time delay in May & June billing

disposal for PAYT; money will be received in FY
2013

Other Charges for Services 1,200,000 1,469,941 269,941 122.50% Shift to new Ambulance Billing

- Ambulance provider/change in transport rates in
late FY 2011 provided solid increase in
revenue

Rentals 14,185 52,324 38,139 368.87% Budget did not account for renewal of
Eliot School Lease

Departmental Revenue - 176,000 175,305 (695) 99.61%

Recreation
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Breakdown of Local Receipts (con't)

SAmount  Percent of
FY12 Actual Target

Budget Actual minus (estimate)
2012 2012 FY12 Projected Notes

Other departmental 518,369 841,700 323,331 162.37% Higher collections of fees, health

revenue reimbursements in FY 2011

Licenses and permits 1,263,643 2,047,310 783,667 162.02% Overage caused primarily by steady
construction/permits

Special Assessments 20,000 4,671 (15,329) 23.35%

Fines and Forfeits 160,000 234,354 74,354 146.47%

Investment Income 100,000 157,159 57,159 157.16%

Misc Recurring 50,000 194,624 144,624 389.25% Ch. 59D Occupancy Monies - greater
than anticipated

Misc - Non Recurring 233,044 1,634,203 1,401,159 701.24% One-time monies include: One Time

State Aid - $233,044, Tax Title

$517,430, Bond Premium - $326,920
Hurricane Irene Reimbursement -
$119,303, FYO7 WSHG Reimbursement
$221,608 (used for OPEB appropriation)
and Reimbursement from FEMA for
Flooding during FY11-$117,395

TOTAL LOCAL RECEIPTS 10,281,733 14,356,117 4,074,384 139.63%

As stated above, many of these receipts are one-time, non-recurring receipts which should not
be used for ongoing operational costs. However, it may be the case that we have been a bit
overly conservative in our approach to revenue forecasting and that revenue levels in this range
are sustainable into the future. Staff will be heavily scrutinizing the revenue estimates when
building the revenue model for the FY 2014 to see where and if it might be appropriate to be
less conservative on an ongoing basis. There will be more discussion on this issue later in this
memo.

Expenses:

The FY 2012 Appropriated Budget performed like recent previous year’s budgets. We estimate
that over $2.3 million in “turnbacks” have been generated from FY 2012. The detail is shown
below.

FY 2012 General Fund Expenses - Preliminary*

General Fund Expense Summary Budget Actual Difference

S %
Education & Learning S 46,412,840 S 46,397,597 S 15,243  99.97%
Municipal S 28,996,896 S 27,780,908 S 1,215,988 95.81%
Shared S 33,771,421 S 32,781,392 §$ 990,029  97.07%
Misc. Costs (Assessments, Capital) S 8,901,415 S 8,778,738 S 122,678  98.62%
Total $ 118,082,572 $ 115,738,634 S 2,343,938  98.02%

*Note: Final amounts may change slightly from what is shown above.
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These turnbacks are the other essential component to creating the necessary amount of Free
Cash on an annual basis and the $2,343,938 for FY 2012 is similar both in the size and
breakdown of the turnbacks in previous years.

Free Cash

A preliminary and unofficial estimate for Free Cash is shown below. As is stated anytime such a

projection is made, this can at best be described as an educated guess. Official Free Cash
certifications are only made by the Department of Revenue, and are the product of a series of
complex calculations that can alter this estimate considerably. Our calculations have been
submitted to the Department of Revenue and we expect to have a certified number in advance
of the first night of Town Meeting.

Simplified Free Cash Estimate*

Certified Free Cash as of 7/1/2011 S 4,737,528
less Appropriations $ (4,151,411)
Balance: 1/2 % of G.F. Revenues Set-Aside S 586,117
add Revenues in Excess S 3,098,779
add Expense Turnbacks S 2,343,938
Estimate as of 7/1/2012 S 6,028,834

*Note: Final amounts may change considerably from what is shown above.

It cannot be understated — the amount shown above is an estimate; the actual Free Cash
amount will not available until the Department of Revenue certifies Free Cash later this month
or early October.

Given that this estimate is larger than previous years, and given that we believe the majority of
the increase over ‘normal’ Free Cash amounts is caused by one-time receipts, it is prudent to
develop a Free Cash spending plan whereby most of these one-time revenues are dedicated to
one-time purposes. We believe a significant amount of these funds would most responsibly be
distributed to the Capital Stabilization Fund; and the ensuing pages will show why. The
following chart details our proposal regarding utilization of anticipated free cash:
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Free Cash Spenddown Proposal

Item Amount Rationale

Estimated Free Cash as of 7/1/2012 S 6,028,834 Estimate of Certified Number

.5% of G/F Revenue Set-Aside S (591,191) As per Financial Policies

FY 2014 Starting Operating Budget $ (1,500,000) Standard Support from Free Cash for next
years Operating Budget

Article 3: Transfer of FY 2012 Local Option S (1,275,551) As per Financial Policies

Taxes to CSF

Article 3: Additional Capital Stabilization Fund S (2,000,000) To accommodate future Capital Needs

Contribution

Article 12: Community Senior Center Project S (8,862) Redistribution of contributions to the project

Article 13: High School Project S (22,216) Redistribution of contributions to the project

Article 17: Transfer of Funds to Conservation S (50,065) Transfer of funds receive from citations

Fund for Trails Construction and Improvement issued to development by the Planning Board
to use for trails construction and
improvements.

Remaining Unallocated Balance S 580,948

Capital Planning: FY 2013-2017 and Beyond

Natick has over the past few years been able to invest significant money in our capital needs.
The new Natick High School and the new Community/Senior Center have both come in on-time
and either within budget (in the case of the Community-Senior Center) or under budget (in the
case of the New Natick High School). We have also created the financial mechanisms — through
the creation of a Capital Stabilization Fund and its annual funding with the Town’s Local Option
Meals and Hotel/Motel taxes — to ensure the Town’s continued ability to adequately fund its
capital needs.

To ensure adequate capital investments on an ongoing basis, several years ago we developed a
capital spending target as part of our overall financial policies. For within-levy spending
(exclusive of debt excluded projects), this target specifies that 6% of General Fund Revenues
should be used to support each year’s capital needs, specifically each year’s “cash capital”
expenditures plus that year’s debt budget. As shown below, we have done well over the last
five years in meeting this 6% target.
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Recommended Capital Spending - Financial Management Principles Within-levy Dollars ONLY

The numbers shown below reflect ONLY General Fund Revenues & Expenditures.

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Total Revenues $100,954,999 $102,021,869 S 103,904,157 $ 107,472,425 $ 118,267,009
less debt exclusion taxes S 960,274 S 937,705 S 918,361 S 921,017 S 5,057,862
Net Revenues $ 99,994,725 $101,084,164 S 102,985,796 S 106,551,408 S 113,209,147
Target: 6% 6% 6% 6% 6%
6% (minimum) Target = $ 599968 $ 6,065050 S 6,179,148 S 6,393,084 S 6,792,549

Actual Capital Spending

Cash $ 1,077,378 S 293,900 S 300,940 S 547,620 S 1,401,900
Debt Service S 6,283,504 S 5977493 S 6,240,397 S 6,09,302 $ 5,931,683
Total Capital Spending $ 7360882 $ 6,271,393 $ 6,541,337 $ 6,643,922 S 7,333,583

Total Cap. Spending As % 7.29% 6.15% 6.30% 6.18%

Notes:
All columns reflect actual Town Meeting Appropriations and borrowing authorizations; some projects were subsequently
deferred.

But what of going forward? Can we continue to meet these targets? Is this the appropriate
target to allow us to adequately renew our capital investments? The following chart projects
what 6% of General Fund Revenues will look like as a dollar value over the next five years.

Recommended Within-Levy Capital Spending Targets

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Total Revenues S 118,238,296 S 121,785,445 S 125,439,008 S 129,202,178 $ 133,078,244
less debt exclusion taxes S 5,191,069 S 5,088,619 S 4,880,269 S 4,770,569 S 4,596,719
Net Revenues $ 113,047,227 S 116,696,826 $ 120,558,739 S 124,431,610 $ 128,481,525
Target: 6% 6% 6% 6% 6%
6% (minimum) Target = S 6,782,834 S 7,001,810 S 7,233,524 S 7,465,897 S 7,708,892

In evaluating whether or not sufficient funds will be available to meet these spending targets
(cash capital plus debt budget), as well as determining whether these targets will be adequate
to meet our future capital needs, we have evaluated the

e Projected within levy debt budget,
e Projected available funds from the Capital Stabilization Fund, and
e Annual funding needs associated with the current five-year Capital Improvement Plan

Note that the current 5-year Capital Improvement Plan has over $58 million worth of projects
included.
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Our analysis has concluded that our 6% minimum target will be adequate to meet our future
capital funding needs and that adequate resources will be available to fund this 6% target. If,
however, we are to rely solely on the Capital Stabilization Fund, some supplemental funding
may be needed in future years. This concept will be further discussed later in this memo.

The charts below show the projected debt service obligations and Capital Stabilization Fund
balances based on projected funding needs for the current 5-Year Capital Improvement Plan.

Debt Service Balances (within-levy)

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Existing S 4,948,482 S 4,652,570 S 4,112,762 S 3,447,240 S 3,134,010
Proposed S - S 953,759 $ 2,161,984 S 2,973,694 $ 3,731,705
Total Within-Levy $ 4,948,482 S 5606329 $ 6,274,746 $ 6,420,935 $ 6,865,715

Notes:

- Assumes issuing debt for projects above $100,000 in cost @ 3% for varying terms
- Design & building systems issued for 5 and 10 years respectively

- Equipment is determined by useful life, but in no case issued for more than 7 years

- Roads and infrastrcture issues for 15 years

Capital Stabilization Fund Balances

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Starting Balance S 1,478,084 S 1,691,513 S 473,120 $ (491,781) $ (708,876)
Add to Fund S 1,275,551 S 1,200,000 S 1,200,000 S 1,200,000 S 1,200,000
Less Cash Appropriations  $ (953,872) S (1,764,000) $ (1,085,000) S (403,500) $ (437,000)
Less Subsidy for HS & CSC  $ (108,250) $ (145,000) $ (55,000) S - S -
Less Debt Service Subsidy $ - S (509,393) $ (1,024,901) S (1,013,595) $ (1,296,155)
Capital Stab. Fund S 1,691,513 $ 473,120 $ (491,781) $ (708,876) $ (1,242,031)

Notes:

- Assumes annual collections from local option taxes of $1.2 million going forward.

- Assumes paying for all projects on CIP under $100,000 annually with cash from the Capital S.F.

- Assumes continued subsidy of taxpayer impact for new Debt Excluded projects (HS & C-SC) until FY 2016

As you can see above, these forecasts suggest that the Capital Stabilization Fund alone will not
be sufficient to meet our future capital needs.

However, this projection does have some critical variables and includes significant
conservatism.

First, the FY 2013-FY 2017 CIP includes a series of projects that may not be undertaken; or if
they are undertaken, may not be fully funded through the tax levy. These include:

- $3 Million+ of renovations to the Kennedy, Johnson and Memorial schools that may
instead be incorporated into much larger renovation or replacement projects put
forward under debt exclusion proposals,
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- Development of a new Fire Station 4, of which a significant portion has already been
funded through the receipt of Mall Mitigation funds; we hope to garner additional
mitigation funds from any future development in West Natick,

- Downtown Parking Garage, of which a significant portion may be funded through state
grants or subsidies.

Second, the revenue projections for the Capital Stabilization Fund are, admittedly, conservative.
In fact, the projections shown above for future years reflect slightly lower collections than were
received in FY 2012. (The Capital Stabilization Fund is funded by local receipts from the
additional 2% hotel room tax and the 0.75% meals tax). Future year’s revenue from this source
should be well over the $1.2 million reflected above.

Third, although virtually all capital needs are listed in the CIP, there are two major items not
fully accounted for:

- Asnoted, three school buildings are slated for renovation or replacement, which, given
their cost, must be considered for Debt Exclusion

- Roads and Sidewalks - although nearly $7,000,000 in roadway improvements is already
included in the 5-year Capital Improvement Plan and thus included in the above
analysis, even more funding is needed.

In addition, through our newly consolidated Facility Management Department, we will be
undertaking a comprehensive analysis of the building systems in every general government and
school department facility. Additional needs could be identified — or certainly refined — through
this effort.

Therefore, in summary, we propose to allocate $2 million into the Capital Stabilization Fund.
Based on the above outline of future building needs that will inevitably result in debt exclusion
requests, doing so would be a prudent move as it will minimize, to some degree, the impact on
the taxpayers, hopefully to an even greater degree than we have been able to accomplish for
the taxpayers with respect to the High School & Community-Senior Center. Further, these
additional funds will provide a buffer in the event that our conservative forecasting of revenues
(and full-funding of the CIP) proves true; that is it will help ensure future funding of our within-
levy capital needs.

The following chart depicts a revised Capital Stabilization Fund including the proposed addition
of $2,000,000:
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Capital Stabilization Fund Balances (with added $2,000,000 of Free Cash)

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Starting Balance S 1,478,084 S 3,691,513 S 2,473,120 S 1,508,219 S 1,291,124
Add to Fund S 3,275,551 S 1,200,000 S 1,200,000 S 1,200,000 S 1,200,000
Less Cash Appropriations S (953,872) $ (1,764,000) $ (1,085,000) S (403,500) $ (437,000)
Less Subsidy for HS & CSC  $ (108,250) $ (145,000) $ (55,000) S - S -
Less Debt Service Subsidy $ - S (509,393) $ (1,024,901) S (1,013,595) $ (1,296,155)
Capital Stab. Fund S 3,691,513 S 2,473,120 S 1,508,219 $ 1,291,124 S 757,969

Notes:

- Assumes annual collections from local option taxes of $1.2 million going forward.

- Assumes paying for all projects on CIP under $100,000 annually with cash from the Capital S.F.

- Assumes continued subsidy of taxpayer impact for new Debt Excluded projects (HS & C-SC) until FY 2016
- Assumes added appropriation of $2,000,000 of Free Cash at 2012 Fall Annual Town Meeting.

FY 2013: Where we are today

The major financial requests being presented to the 2012 Fall Annual Town Meeting fall into
four categories: Contract Settlements, Departmental Budget Adjustments, Debt Service
Adjustments (due to the June issuance/refinancing) and Capital Appropriations & Fund Building.
In order to fund these adjustments, there are three major revenue changes of note:

1) Higher Tax Levy: New growth in the levy (resulting from new construction in the
community) is $400,000 higher than the 2012 Spring Annual Town Meeting Estimate. A
final number will not be known until the Department of Revenue completes its Triennial

revaluation of the Town of Natick, going on currently.

2) Higher State Aid: The Final FY 2013 State Budget provided the Town with $527,305
additional dollars of support than we forecast at the 2012 Spring Annual Town Meeting.
Unfortunately that is partially offset by $126,749 of additional state Assessments and
$49,132 in additional Cherry Sheet Offsets. The Net new State Aid for the Town of
Natick from spring is $351,424.

3) Free Cash: The use of Free Cash has already been detailed within this memo; however
to summarize, we propose to deposit $3,275,551 into the Capital Stabilization Fund, and
utilize $74,795 for Articles 12, 13 and 17.

The three major changes to the budget at the upcoming 2012 Fall Annual Town Meeting are:

1) Contract Settlements: The Municipal and School administrations have successfully

negotiated contracts for FY 2013 with some but not all of the 16 labor unions within the
Town have. Settled Contracts by Union and article are as follows:

a. Natick Public Schools (various unions) $358,200 [Article 1]
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b. Clerical Workers Local 1116: $25,965 [Article 9]
c. Natick Police Officers Association: $80,114 [Article 9]
d. Library Workers Local 1116: $17,473 [Article 9]

Contract terms varied: School contracts are for one-year (FY 2013) while settled
Municipal contracts are effective for three-years (FY 2013-2015). Cost of Living
Adjustments (COLA’s) also varied between 0%-1% for FY 2013 dependent upon the
union.

2) Departmental Budget Adjustments: Several departments are requesting budget
adjustments:

a. Fire Department: $5,500 for Strategic Planning

b. Community Services: $8,500 for a new 12-hour assistant program manager

(hours were reduced in previous years’ budget; position is a restoration)

c. Finance Department: Movement of $75,000 from Salaries to Expenses to cover

costs of Interim Comptroller while search continues for permanent
Collector/Treasurer & Comptroller.

3) Debt Service Adjustments: As promised at the Spring Town Meeting, we are back to

finish cleaning up the debt service budgets for all three areas where debt is budgeted
for the Town of Natick. They are as follows:

Debt Service Changes (Article 1)

2013 SATM 2012 FATM Change Reason
Debt Service Principal $7411,031 $ 7,511,321 $ 100,290 Add'l costs due to restructuring of bonds
Debt Service Interest $ 2,778,884 S 2,615,200 $(163,684) Lower costs due to restructuring of bonds
Water/Sewer Debt Principal $ 1,514,188 S 1,602,757 $ 88,569 Add'l costs due to restructuring /issuance
of bonds
Water/Sewer Debt Interest S 451,262 S 493,945 S 42,683 Add'l costs due to failure to capture one

interest payment for Water Treatment
Plant Debt in original budget
Sassamon Trace Debt Principal $ 195930 S 201,330 $ 5,400 Lower costs due to restructuring of bonds
Sassamon Trace Debt Interest S 92415 $ 81,814 $ (10,601) Lower costs due to restructuring of bonds

4) Capital Requests & Fund Building: More information concerning these requests can be
found the memo dated August 31, 2012 entitled “Update to the Capital Plan” and earlier
in this memo. Articles 5, 6 & 27 propose $2,884,340 in appropriations for capital

Equipment, Improvement & Design.
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Policy Changes

In addition to the previously discussed proposed $2 million appropriation to the Capital
Stabilization Fund, we propose to appropriate $288,066 to the Operational Stabilization Fund at
the upcoming Town Meeting. Originally created as a “Rainy Day” fund to be drawn upon in
times of economic downturn, the proposed $288,066 appropriation would serve as a source of
funds for the several yet-to-be settled collective bargaining agreements.

To allow this use of the Operational Stabilization Fund, however, a change to the Financial
Management Principles is required. Currently, the policy governing the use of the Operational
Stabilization Fund is:

Reserves: Use and Recommended Balances

““An Operational Stabilization Fund should be maintained for the purpose of augmenting
operations in case of sustained economic downturn and associated loss of revenues in support of
operations. Sustained economic downturn will be any situation whereby State Aid and/or local
receipts are significantly reduced from one-year to the next. ("Significantly" being defined as
more than 5% of the total for the respective revenue category.) The target amount of money in the
Operational Stabilization Fund should be sufficient to sustain operations through a three-year
period of economic downturn. This shall be equivalent to 10% of State Aid Revenues and 5% of
Estimated Receipts cumulative for a three-year period.”

We would propose this portion of the policy be amended as follows, by adding a paragraph “b”:
Reserves: Use and Recommended Balances
““An Operational Stabilization Fund should be maintained for the following purposes

a. Augmenting operations in case of sustained economic downturn and associated loss of
revenues in support of operations. Sustained economic downturn will be any situation
whereby State Aid and/or local receipts are significantly reduced from one-year to the next.
("Significantly™ being defined as more than 5% of the total for the respective revenue
category.) The target amount of money in the Operational Stabilization Fund should be
sufficient to sustain operations through a three-year period of economic downturn. This shall
be equivalent to 10% of State Aid Revenues and 5% of Estimated Receipts cumulative for a
three-year period.

b. To reserve funds for known and identified future operating expenses such as costs associated
with pending collective bargaining agreements. “

The remainder of this packet addresses and provides motions for the actions to be taken under
each of these articles. The items included in this packet are:

FY 2013 General Revenue/Expenditure Summary

Summary of Changes from 2012 SATM to 2012 FATM

Sample Motions for Articles 1, 3,4, 5, 6,9, 12,13 17 and 27

Detail for Local Option Tax Collections (detail for Appropriation under Article 4)
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Closing

This memo details a series of complex analyses, forecasts and proposals. It reflects the
Administration’s commitment to conservatism, utilization of analysis of past trends and sound
projections, and long range forecasts aimed at protecting the Town'’s fiscal future.

Several key points must be summarized:

e We project a higher than usual free cash certification.

e Actual revenues in recent years suggest that the Administration must re-evaluate our
conservative forecasting to determine if we have, perhaps, been overly conservative with
respect to revenue forecasting.

e Given the anticipated need for substantial investment in school buildings and other facilities
and infrastructure within the next several years, the inevitability that all or some of these
projects can only be funded through excluded debt, and given our anticipated Free Cash
position, it would be prudent to put monies aside so as to reduce the impact of these
projects on the taxpayers.

e Again, while the Administration acknowledges that our revenue forecasting has been
consistently conservative, within the resulting fiscally constrained environment we have
been able to provide a very high quality of service to the taxpayers of the community.
There are, however, several areas in which we need to add or anticipate adding additional
personnel. We must look at opportunities to expand the operating budget to
accommodate these needs while ensuring that we are fiscally responsible — that expansion
of the operating budget is sustainable in future years without jeopardizing our continued
investment in capital needs and maintenance of adequate reserves.

e We have expressed several times the Administration’s goal to stabilize the debt budget as
much as possible, so as to avoid spikes and dips which would impact other operations. As
we look out to future years and the associated capital requests, this may prove to be more
difficult than anticipated. It is inevitable that we will utilize the Capital Stabilization Fund to
level out this operating cost. That is, in a year when the debt budget is scheduled to spike,
we can cover that spike with Capital Stabilization Funds rather than face a commensurate
reduction in other budget areas.

This Administration devotes very careful analysis to this community’s budget to protect our fiscal
future. Itis a challenge. We strongly desire to add employees and additional personnel are badly
needed within many municipal operations. We do believe we can do this, incrementally, over the
coming years, but we must be prudent. The conservative approach of this Administration has put
this community in an extraordinary position of fiscal strength during a time of economic challenge.
This is the foundation which we must build upon and sustain.
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General Fund Revenue/Expenditure Summary

General Fund Revenues

Tax Levy

State Aid

Estimated Receipts
Local Option Taxes

Other Local Receipts
Indirects
Free Cash
Stabilization Fund (s)
Overlay Surplus
Other Available Funds

Total General Fund Revenues

wv n nn

v n

2011
Actual

79,684,179
11,711,879
11,922,815

1,170,876

2,449,757
3,425,336
98,550

190,851

2012
Appropriated

$ 86,502,701
11,509,427
9,281,733
1,000,000

v N Wn

$ 2,535,883
$ 5,466,393
$ 689,340
$ 1,000,000
$ 281,532

2013

Appropriated

v n unn

v »nununn

88,894,846
11,130,647
10,142,890

1,000,000

2,581,514
2,979,340
1,048,652

460,407

v n nn

2013
FATM

89,294,846
11,657,952
10,142,890

1,000,000

2,581,514
6,342,757
1,062,152

460,407

2012 vs. 2013 FATM
$ %

2,792,145

148,525

861,157
0 0.00%

3.23%
1.29%
9.28%

45,631
876,364
372,812

-1,000,000
178,875

1.80%
16.03%
54.08%

-100.00%
63.54%

General Fund Expenses
Education & Learning

110,654,243

118,267,009

118,238,296

122,542,518

4,275,509 3.62%

Natick Public Schools S 44,364,711 | S 46,406,138 | S 46,200,514 | S 46,558,714 152,576 0.33%
Keefe Tech S 1,469,598 | S 1,396,865 | S 1,271,613 | S 1,271,613 -125,252 -8.97%
Morse Institute Library S 1,739,131 | S 1,848,818 | S 1,865,058 [ S 1,865,058 16,240 0.88%
Bacon Free Library S 109,706 | S 118,827 | S 130,082 | S 130,082 11,255 9.47%
Public Safety S 12,052,297 | $ 13,124,052 | S 13,584,930 | $ 13,590,430 466,378 3.55%
Public Works S 7,542,691 | $ 7,653,410 | S 7,343,432 | S 7,343,432 -309,978 -4.05%
Health & Human Services S 1,560,965 | S 1,733,513 | S 1,822,398 [ S 1,830,898 97,385 5.62%
Administrative Support Services S 3,831,269 | $ 4,354,576 | S 4,602,406 | S 4,602,406 247,830 5.69%
Committees S 23,278 | S 25,510 | S 26,010 | S 26,010 500 1.96%
Shared Expenses
Fringe Benefits S 14,200,952 | $ 15,076,350 | § 15,174,510 | S 15,174,510 98,160 0.65%
Prop & Liab. Insurance S 451,853 | S 520,958 | S 553,175 | S 553,175 32,217 6.18%
Retirement S 5,475,739 | $ 5,717,032 | $ 6,150,200 [ S 6,150,200 433,168 7.58%
Debt Services S 6,787,251 | S 10,989,545 | S 10,271,915 | S 10,209,521 -780,024 -7.10%
Reserve Fund S - S 400,000 | S 400,000 | S 400,000 0 0.00%
Facilities Management S - S - S 2,449,793 | § 2,449,793 2,449,793  #Dv/0!
General Fund Oper. Expenses $ 99,609,440 S$ 109,365,594 $ 111,846,036 S 112,155,842 2,790,248  2.55%
Capital Improvements S 543,120 | S 1,401,900 | S 1,269,277 | S 1,282,777 -119,123  -8.50%
School Bus Transportation S 290,014 | S 330,137 | S 340,041 | S 340,041 9,904 3.00%
State & County Assessments S 1,351,044 | S 1,360,929 | S 1,397,812 | S 1,524,561 163,632  12.02%
Cherry Sheet Offsets S 131,434 | S 155,298 | S 189,873 | S 269,005 113,707  73.22%
Tax Title S 25,000 | $ 25,000 | S 25,000 | S 25,000 0 0.00%
Snow Removal Supplement S 448,991 | S 765,163 | S 235,418 | S 235,418 -529,745  69.23%
Overlay S 1,112,323 | S 1,133,967 | S 1,400,000 | S 1,400,000 266,033 23.46%
Golf Course Deficit S 334,500 | S 320,000 | S 310,000 | S 310,000 -10,000 -3.13%
General Stablization Fund S 1,634,439 | S - S - S - 0  #DIv/o!
Operational Stabilization Fund S - S 856,478 | S - S 288,066 -568,412  -66.37%
Capital Stabilization Fund* S 307,913 | S 1,859,511 | S 1,000,000 [ S 4,275,551 2,416,040  129.93%
FLSA Settlement S - S 593,032 | S - S - -593,032  -100.00%
Misc. Articles S 85,000 | $ 100,000 | $ 224,838 | S 312,704 212,704 212.70%
Collective Barg./Non-Union Adj. | $ 63,512 | $ - S - S 123,552 123,552  #pwv/o!
Total General Fund Expenses $ 105,936,730 $ 118,267,009 S 4,275,509

Net Excess / (Deficit)

4,717,513
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General Fund Revenue/Expenditure Summary

The following charts detail the overall revenues and expenditures for the General Fund for the Town of Natick.

General Fund Revenues - FY 2013

General Fund Expenditures - FY 2013

R ven Stabilization Overlay
evenues Free Cash Fund(s) Surplus

9 0y
Indirects 3% 1% 0% Other
Local 2%

Option

Taxes \

1%

Available
Funds
0%

Estimated
Receipts
9%

Tax Levy
75%

Expenses

Capital,
Charges &
Other
5%

Shared
Expenses
28%

Education
& Learning

42%
Committees

0%

Admin.
Support
5%
Health &
Human  Public

Services Works
2% 6%

Municipal Expenditures - FY 2013

Shared Expenditures - FY 2013

Municipal Expenditures

Admin.
Support
21%

Health & Public
Human __ Safety
Services

47%
6%

Shared Expenses Facilities

Management
Reserve / oy
Fund ’

1%

Fringe
Benefits
43%

Retirement

Prop &
18%  \\ "

o Liab.
e Insurance
2%

2012 FATM Financial Summary

Page 14 September 14, 2012




General Fund Rev./Exp. Summary - Change from Spring to Fall

2013 2013
Spring ATM Fall ATM S Reason

General Fund Revenues

Tax Levy S 88,894,846 | S 89,294,846 | $ 400,000 |New Growth higher than anticipated in Spring

State Aid S 11,130,647 | S 11,657,952 | S 527,305 |Final State Aid Higher than anticipated in Spring

Estimated Receipts S 10,142,890 | S 10,142,890 | $ -

Local Option Taxes S 1,000,000 | S 1,000,000 | $ -

Other Local Receipts

Indirects S 2,581,514 | S 2,581,514 | S -

Free Cash S 2,979,340 | $§ 6,342,757 | S 3,363,417 |Includes $1,275,551 for Local Option tax Collections, $2m for
Capital Stabilization Fund from one-time sources and $87,866 for
misc. articles

Stabilization Fund S 1,048,652 | S 1,062,152 | S 13,500 |Actual Use of Capital stabilization Fund for FY 2013
Overlay Surplus S - S - S -
Other Available Funds S 460,407 | S 460,407 | S -

Total General Fund Revenues 118,238,296 122,542,518

General Fund Expenses

Education & Learning

Natick Public Schools S 46,200,514 | S 46,558,714 | S 358,200 [Contract Settlement Costs
Keefe Tech S 1,271,613 | S 1,271,613 | $ -
Morse Institute Library S 1,865,058 |S 1,865,058 | $ -
Bacon Free Library S 130,082 | $ 130,082 | S -

Public Safety S 13,584,930 | $ 13,590,430 | $ 5,500 |Strategic Development for Fire Deparment

Public Works S 7,343,432 | $ 7,343,432 | S -

Health & Human Services S 1,822,398 |S 1,830,898 | $ 8,500 [Addition of 1 12-hour per week Program Assistant @ C/SC

Administrative Support Services S 4,602,406 |S 4,602,406 | S -

Committees S 26,010 | S 26,010 | S -

Shared Expenses S -

Fringe Benefits S 15,174,510 | $ 15,174,510 | $ -
Prop & Liab. Insurance S 553,175 | S 553,175 | $ -
Retirement S 6,150,200 | S 6,150,200 | S -
Debt Services S 10,271,915 |$ 10,209,521 | $ (62,394)(Savings from Refinancing Debt
Reserve Fund S 400,000 | $ 400,000 | $ -
Facilities Management S 2,449,793 | S 2,449,793 | $ -

General Fund Oper. Expenses $ 111,846,036 $ 112,155,842 $ 309,806

Capital Improvements S 1,269,277 | $ 1,282,777 | S 13,500 |Total Cash Capital Request for FY 2013 (SATM & FATM)

School Bus Transportation S 340,041 | S 340,041 | S -

State & County Assessments S 1,397,812 | $ 1,524,561 | S 126,749 [Final Assessments

Cherry Sheet Offsets S 189,873 | S 269,005 | S 79,132 [Final Cherry Sheet Offsets

Tax Title S 25,000 | S 25,000 | $ -

Snow Removal Supplement S 235,418 | $ 235,418 | S -

Overlay S 1,400,000 | $ 1,400,000 | S -

Golf Course Deficit S 310,000 | S 310,000 | S -

General Stablization Fund S - S - S -

Operational Stabilization Fund S - S 288,066 | $ 288,066 |For future contract settlements

Capital Stabilization Fund* S 1,000,000 | S 4,275,551 [ § 3,275,551 [FY 2012 Local Option Taxes PLUS $2M One-time monies

FLSA Settlement S - $ > $ -

Misc. Articles S 224,838 | $ 312,704 | $ 87,866 |Articles 12, 13 & 17

Collective Barg./Non-Union Adj. S = S 123,552 | S 123,552 |Contract Settlement Costs

Total General Fund Expenses $ 118,238,296 $ 122,542,518

Net Excess / (Deficit) 0 0
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Motions

Article 1 - FY 2013 Omnibus Operating Budget

MOTION A: (Requires a Majority Vote)

Move that the Town vote to reduce the following appropriations voted at the Annual Spring Town
Meeting commencing on April 12, 2012 under Article 3 as follows:

Article 3, Motion E Finance Salaries S (75,000)
Article 3, Motion G Debt Service Interest S (163,684)
Article 3, Motion | Sassamon Trace Debt Service Interest S (10,601)
Total S (249,285)

MOTION B: (Requires a Majority Vote)

Move that the Town vote to appropriate the sum of $684,142 as amendments to the following
appropriations voted at the Annual Spring Town Meeting commencing on April 12, 2012 under
Article 3 as follows:

Article 11, Motion A Natick Public Schools

Article 11, Motion B Fire Department Expenses
Article 11, Motion D Community Services Salaries 8,500
Article 11, Motion E Finance Expenses 75,000

358,200
5,500

Article 11, Motion H1  Water/Sewer Debt Service Principal 88,569
Article 11, Motion H1 Water/Sewer Debt Service Interest 42,683
Article 11, Motion | Sassamon Trace Debt Service Interest 5,400

$
S
$
S
Article 11, Motion G Debt Service Principal S 100,290
S
$
$
$

Total 684,142
And that to meet this appropriation, the sum of $547,490 be raised from the Tax Levy, $91,883

from Water/Sewer Retained earnings, $39,369 from Inflow&Infiltration Fund and $5,400 from
Sassamon Trace User Fees.

Article 3 - Operational Stabilization Fund

MOTION: (requires a 2/3 vote)

Move that the Town vote to appropriate the sum of $288,066 for the purpose of supplementing
the Operational Stabilization Fund established under Article 4 of the warrant for the Spring
Annual Town Meeting of 2011, as authorized by Chapter 40, section 5B of the General Laws; and
that to meet this appropriation, the sum of $326,544 shall be raised from the Tax Levy.
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Article 4 - Capital Stabilization Fund

MOTION: (requires a 2/3 vote)

Move that the Town vote to appropriate the sum of $3,275,551 from Free Cash for the purpose of
supplementing the Capital Stabilization Fund established under Article 2 of the warrant for Fall
Annual Town Meeting of 2010, as authorized by Chapter 40, Section 5B of the General Laws, as
amended.

Article 5 - Capital Equipment - 2012 Fall Annual Town Meeting

# Department Item Funding Source Cost
1 Police Department CRUISER REPLACEMENT Capital SF S 110,340
2 Police Department PUBLIC SAFETY RADIO SYSTEM NARROWBANDING MANDATE Capital SF S 10,000
3 Fire Department TURN OUT GEAR/ FIREFIGHTER PROTECTIVE CLOTHING Capital SF S 60,000
4 Public Works Building Maintenance REPLACE B-1 (VEHICLE) Capital SF S 26,000
5 Public Works Highway RECYCLING PACKERS (3 @ $300,000 each) G/F Debt $ 900,000
6 Public Works Highway REPLACE DUMPSTERS Capital SF S 10,000
7 Public Works Highway GUARDRAIL (VARIOUS LOCATIONS) Capital SF S 10,000
8 Public Works L,F & NR SOIL CONDITIONING - DEEP TINE Capital SF S 27,000
9 Public Works L,F & NR DAILY MAINTENANCE EQUIPMENT Capital SF S 14,000
10 Community Services COMMUNITY SENIOR CENTER GYM FLOOR COVER Capital SF S 10,000
Total Article 5 - Capital Equipment $ 1,177,340
Funding Sources

Capital Stabilization Fund S 277,340

General Fund Debt S 900,000
Total Funding for Appropriations under Article 5 $ 1,177,340
Article 6 - Capital Improvements - 2012 Fall Annual Town Meeting
# Department ltem Funding Source Cost
1 Natick Public Schools KENNEDY-REPLACE LARGE HVAC UNITS G/F Debt S 300,000
2 Natick Public Schools KENNEDY - REPLACE ELECTRICAL SERVICE G/F Debt $ 150,000
3 Natick Public Schools LILJA- REPLACE DOMESTIC HOT WATER HEATER Capital SF S 30,000
4 Natick Public Schools BROWN-REPLACE DOMESTIC HOT WATER HEATER Capital SF S 30,000
5 Natick Public Schools LILJA-REPLACE EXHAUST FANS Capital SF S 30,000
6 Natick Public Schools BEN-HEM-REPLACE OFFICE CARPET Capital SF S 22,000
7 'Public Works Engineering ROADWAY IMPROVEMENTS COTTAGE STREET G/F Debt S 250,000
8 Public Works Engineering ROADWAY IMPROVEMENTS PINE STREET G/F Debt S 250,000
9 'Community Services COLE NORTH FIELD RENOVATIONS G/F Debt S 450,000
10 Community Services HISTORICAL MONUMENT RESTORATION Capital SF S 15,000
11 Town Clerk PRESERVATION OF HISTORICAL RECORDS Capital SF S 100,000
Total Article 6 - Capital Improvement $ 1,627,000
Funding Sources

Capital Stabilization Fund S 227,000

General Fund Debt $ 1,400,000
Total Funding for Appropriations under Article 6 $ 1,627,000
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Article 9 - Collective Bargaining

MOTION A: (Requires a Majority Vote)

Move that the Town vote to appropriate from the Tax Levy the sum of $80,114 to implement the
Fiscal Year 2013 terms of the agreement reached between the Town of Natick and the Natick
Patrol Officers’ Association, said funds to be added to the Fiscal Year 2013 Salaries line item
within the Police Department budget approved at the 2012 Spring Annual Town Meeting under
Article 3, Motion B.

MOTION B: (Requires a Majority Vote)

Move that the Town vote to appropriate from the Tax Levy the sum of $17,473 to implement the
Fiscal Year 2013 terms of the agreement reached between the Town of Natick and the Public
Employees Local Union 1116 of the Laborers International Union of North America - Library
Employees, said funds to be added to the Fiscal Year 2013 Salaries and Expenses line-item within
the Morse Institute Library budget approved at the 2012 Spring Annual Town Meeting under
Article 12.

MOTION C: (Requires a Majority Vote)

Move that the Town vote to appropriate from the Tax levy the sum of $25,965 to implement the
Fiscal Year 2013 terms of the agreement reached between the Town of Natick and the Public
Employees Local Union 1116 of the Laborers International Union of North America — Clerical
Employees, said funds to be added to the Fiscal Year 2013 departmental budgets as shown in the
table attached hereto and incorporated by reference.

Motion - Budget Changes Amount to be added

General Fund
Police Salaries (Article 3, Motion B) S 1,219
Fire Salaries (Article 3, Motion B) S 2,206
DPW Administration Salaries S 2,920
Community Services Salaries S 4,825
Board of Health Salaries S 1,319
Finance Salaries S 4,893
Town Clerk Salaries S 2,356
Community Development Salaries S 6,227

General Fund Impacts S 25,965
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Article 12 - Community-Senior Center Project

MOTION: (Requires a Majority Vote)

Move that the Town vote to appropriate from Free Cash the sum of $22,216 to the Community-
Senior Center Project, said some consisting of: (1) $8,308 of reimbursement provided to the Town
by Ameresco for additional costs incurred by the Project associated with the installation of the
solar panels, (2) $554 provided to the Town by the Metropolitan Area Planning Agency for costs
incurred by the Project associated with the purchase of bicycle racks, and (3) $13,354 provided to
the Town as the NSTAR Energy Efficiency Incentive Payment for the Community-Senior Center.

Article 13 - High School Project

MOTION: (Requires a Majority Vote)

Move that the Town vote to appropriate from Free Cash the sum of $15,585 to the High School
Project, said sum of money representing the amount raised from the sale of surplus goods and
equipment from the old Natick High School.

Article 17 - Transfer of Funds to Conservation Fund for Trails Construction and
Improvement

MOTION: (Requires a Majority Vote)

Move that the vote to appropriate from Free Cash the sum of $50,065 to the Conservation Fund
restricted for use in trails construction and improvements. Said funds being the receipts of
citations issued to developments subject to the Planning Board’s Site Plan Review and/or Special
Permits.

Article 27 - Design of New Natick Center “T” Station

Move that the Town appropriate $80,000 from the Capital Stabilization Fund for the development
of a conceptual design study for a Natick Center passenger rail station, to be expended under the
direction of the Board of Selectmen, or otherwise act thereon.
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Local Option Tax Collections - from Inception through FY 2012

Breakout:
Local Option Taxes FY 2010 FY 2010 FY 2011 FY 2011 Difference FY 2012 FY 2012 Difference

Actual Actual Recap Actual Recap Actual
Hotel Motel Taxes - State Portion (4%) S 678,411 | S 678,411 |$ 550,000 |S 769,807 [ $ 219,807 [ $ 550,000 | $ 864,948 [ S 314,948
Hotel Motel Taxes - Town Portion (2%)* S 70,296 | S 70,296 | S 275,000 [ $ 384,904 | $ 109,904 | S 350,000 | $ 432,474 | S 82,474
Local Option Meals Taxes - Town Portion (.75%)** S 237,617 | S 305,860 [ S 475,000 |S 718,924 (S 243,924 (S 650,000 |$ 843,077 [ $ 193,077
Amount Appropriated into CSF from Local Option 2010 $ 307,913 | $ 376,156

$ 750,000

Amount from FY 2011 Receipts Appropriated into CSF under Article 7 - 2011 FATM*** $ 1,103,828
Amount from FY 2010 Receipts Appropriated into CSF under Article 7 - 2011 FATM*** S 68,243
Amount to be Appropriated into CSF from Local Option FY 2012 $ 1,275,551

Notes:

* FY 2010 Actual collected for only one quarter - April-June 2010

** FY 2010 Actual collected for two quarters - January-June 2010

*** Supplemental collection from FY 2010 came in after the end of the Fiscal Year. Closed to free cash in FY 2011 and as per policy, was appropriated under Art. 7

Capital Stabilization Fund

Initial Balance

307,913

Balance After 2011 Spring ATM
Use @ 2011 FATM (Articles 9 and 10)
Amount Appropriated from Free Cash under Article 7 1,172,071

995,353
(689,340)

Balance After 2011 Fall ATM 1,478,084

Balance After 2012 Spring ATM 1,108,552
Use @ 2012 Fall ATM (584,340)
Amount Recommended to be Appropriated from Free Cash under Article 4 1,275,551

$
$
$
$
$
Use @ 2012 Spring ATM $ (369,532)
$
$
$
$

Balance After 2012 Fall ATM 1,799,763
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