


Town of Natick Three-Year Projection
Financial Summit

Executive Summary - Projections

Budget decisions that are made within a given fiscal year often have significant implications for subsequent fiscal years. The revenue and expenditure projection
included within this packet is intended to facilitate discussion among community stakeholders with the hope that it will result in the identification of issues warranting
further analysis as future budget cycles unfold.

Methodology

The table on the next page shows a projection of total general fund revenues and expenditure requirements for three years, FY 2010-FY 2012. Projections are
calculated in the aggregate, using conservative assumptions, with the intention of giving an overall perspective on the Town's budget outlook. The projections are
presented in sequence with the current year and three prior years for comparisons. It is important to emphasize that the projection is not a proposed or
recommended budget. Itis a tool for planning.

Revenues

Revenues are generally projected based on historical experience. On the revenue side, State Aid is projected to decrease by another 5% in FY 2011. This may be a bit
optimistic given that state reserves have had to be drawn down in support of 2009 and 2010 aid to communities. Local receipts are projected to remain essentially
level over the period of FY 2010 through FY 2012; these will obviously be revisited as the economy begins to pick back up. Free cash is forecast only to be used at a
level of $1,500,000 in FY 2011 and FY 2012 due to tighter budgeting and a recommended movement towards improved fiscal practices.

Expenses

In the operating budget, wage projections are complicated by the fact that collective bargaining agreements expire at the end of FY 2010 making forecasting difficult
for FY 2011 and beyond. On the whole, we have calculated a 5% increase in total expenses for the Natick Public Schools, a 10% increase for the Keefe Tech
Assessment and a 3% increase for all municipal departments, consistent with past forecast practices of the Town. These increases may not be sustainable into future
years; it is incumbent on the Town and School administrations and elected officials to budget responsibly and identify areas for cost reduction and revenue
enhancement to ensure Natick’s sound financial future.

The greatest changes going forward rest within the categories of Shared Expenses. A major emphasis of the FY 2011 Budget cycle will be attempts to reduce the Town
contribution to employee health care. While work has been ongoing within the West Suburban Health Group over the last several years, the renewal of labor contracts
provides an ideal time for a comprehensive review of existing benefit packages and adjustments. Administration is committed to achieving progress in this area in
advance of the approval of the FY 2011 budget. A negative budgetary impact is projected within the Retirement line-item primarily due to the significant economic
downturn; this impact is expected to push assessments higher than previously forecast in FY 2012. The revised actuarial study will be available in early 2010. Finally,
although the Town’s debt service is set to decline sizably in FY 2011, that potentially could be more than offset if design monies for the High School and
Senior/Community Senior Center projects are unable to be excluded from the limits of proposition 2 % through a debt exclusion vote for the building projects.
Alternatively, the decline in debt beyond FY 2011 will provide the Town with an opportunity to address much-needed and long-deferred capital projects.

Results

These projections forecast a sizable gap between the cost of providing the current level of services and the revenue that may be generated over the next several
years. In FY2011, the preliminary gap is projected to be roughly $3.3 million, while in FY 2012 the preliminary gap is projected to be roughly $6.3 million. As noted
earlier, it will be necessary for Town officials to continue to work together toward a financially sustainable future for the Town of Natick.
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Three-Year Projection

2008 2009 2010 2011 2012 Notes
Actual Actual Current Projection Projection
General Fund Revenues
Tax Levy 64,617,822 72,696,077 76,228,308 78,515,157 80,870,612 Assumes only 2.5% allowable increase and nominal 0.5% for new growth
State Aid 12,315,120 11,419,582 10,533,589 9,743,570 9,743,570 Assumes continued declines in State Aid, State Land Values in FY 2011
Estimated Receipts 13,692,857 11,735,232 9,523,423 9,783,000 10,000,000 Assumes stabilization of local receipts, loss of Court rental in FY 2010 & 2011
Other Local Receipts
Indirects 2,379,592 2,546,345 2,506,416 2,506,416 2,506,416 Assumes level-funding
Free Cash 5,057,917 3,247,997 2,000,000 1,500,000 1,500,000 Based upon initial projection for free-cash @ FY 2009. (May change)
Stabilization Fund 256,102 600,000 600,000 0 0 SF dollars likely to be necessary for legal settlements (FLSA)
Overlay Surplus 1,116,024 0 500,000 0 500,000 Can change based upon final settlement of outstanding ATB cases
Other Available Funds 323,167 210,851 210,851 210,851 210,851 No Change
Revenues set-aside for Free Cash -252,202 0 0 N/A
Total General Fund Revenues 99,758,601 102,456,084 101,850,385 102,258,994 105,331,449
General Fund Expenses
Education & Learning
Natick Public Schools 40,905,762 44,066,023 42,141,517 44,248,593 46,461,022 5% increase; based upon projected growth of costs & level-service.
Keefe Tech 1,051,116 1,135,347 1,283,158 1,411,474 1,552,621 Assumes continued presence of Natick students & contraction of total population.
Morse Institute Library 1,708,525 1,745,853 1,729,807 1,781,701 1,835,152 3% increase
Bacon Free Library 114,313 116,309 115,896 119,373 122,954 3% increase
Public Safety 11,225,820 11,561,105 11,443,888 11,787,205 12,140,821 3% increase and additional ongoing settlement related overtime
Public Works 7,196,327 7,241,445 7,322,776 7,542,459 7,768,733 3% increase
Health & Human Services 1,413,949 1,600,816 1,556,215 1,602,901 1,650,988 3% increase
Administrative Support Services 4,232,899 4,182,407 4,056,112 4,177,795 4,303,129 3% increase
Committees 15,339 17,522 18,510 18,510 18,510 Level-funded
Shared Expenses
Fringe Benefits 12,486,833 12,964,453 14,395,784 15,835,362 17,418,899 10% increase; Assumes higher rates in FY 2011, 2012
Prop & Liab. Insurance 420,705 415,799 496,150 520,958 547,005 Assumes higher rates in FY 2011, 2012
Retirement 5,376,574 5,154,961 5,271,467 5,390,165 6,662,000 Assumes correction for market declines, early retirement in FY 2012
Debt Services 7,243,778 6,895,632 7,158,728 6,506,929 6,500,000 Assumes no new levy funded debt service in 2011, roughly $300K in FY 2012
Reserve Fund 0 0 400,000 400,000 400,000 Level-funded
General Fund Oper. Expenses 93,391,940 97,097,672 97,390,007 101,343,425 107,381,835
Capital Improvements 1,122,250 293,900 153,560 350,000 350,000 Attempts to maintain at least $350,000 of levy supported capital
School Bus Transportation 302,122 302,122 311,186 320,522 330,137 Assumes 3.0% increase
State & County Assessments 1,643,654 1,552,943 1,494,494 1,679,624 1,738,411 Assumes 3.5% increase
Cherry Sheet Offsets 66,398 68,029 48,624 73,578 76,153 Assumes 3.5% increase
Tax Title 25,000 25,000 25,000 25,000 25,000 Level-funded
Snow Removal Supplement 201,261 650,000 750,000 350,000 350,000 Hopeful...
Overlay 1,003,911 1,039,144 1,150,000 1,100,000 1,100,000
Golf Course Deficit 355,000 355,000 355,000 355,000 355,000 Level-funded
Collective Bargaining (Art. 10) 162,514 One-time Settlement Article - FY 2010
Misc. Articles (Art. 24) 10,000 One-time Capital Article - FY 2010
Total General Fund Expenses 98,111,536 101,383,810 101,850,385 105,597,149 111,706,537
Net Excess / (Deficit) 1,647,065 1,072,274 0 -3,338,155 -6,375,088

Three-Year Projection
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FY 2011 Budget Policy Issues

The following is a list of important policy issues which need further discussion & analysis in FY 2011.

1. Health Care Concessions
2. Collective Bargaining Agreements

3. Potential Debt Exclusions
a. Senior/Community Center
b. High School Project
4. Developing consensus regarding Town Administrator's Financial Management Principles
a. Adequately funding capital needs
b. Reduced reliance on one-time revenues & reserves to fund recurring operations
5. Continued exploration and implementation of cost containment measures
a. Coordinated delivery or sharing of services with neighboring communities
b. Reorganization of departmental operations

FY 2011 Policy Issues September 16, 2009
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Appendix A: Average Single-Family Tax Bill - FY 2009
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Municipality Assessed Value Parcels | Average Value | Tax Rate ing'e Bai::“ ¥y 18X] Average Tax Bill:
This table shows the average single-family tax
NATICK s 3,980,497,800 8,451 | $ 471,009 | $ 11.09 | $ 5,223 bill for comparable communities to Natick for FY
ANDOVER S 4,919,136,300 8,480 | $ 580,087 | S 12.16 | S 7,054 [ 2009. Only single-family homes are shown as
BEVERLY S 3,734,494,300 8,358 [ $ 446,817 | $ 10.86 | $ 4,852 | partof this comparison. As of FY 2009, Natick
BILLERICA S 3,669,508,000 | 10,707 |$ 342,720 | $ 1155 % 3,058 | finds itself below average compared to the other
12 comparable communities in average tax
BRAINTREE S 3,424,749,100 8,985 | S 381,163 S 9.06 (S 3,453 | pilis.
CHELMSFORD S 3,239,997,800 8,993 | S 360,280 | S 14.07 | S 5,069
FRANKLIN S 2,906,337,200 7,553 | S 384,792 S 11.17 (S 4,298
LEXINGTON S 6,274,760,000 8,934 | S 702,346 | S 1297 (S 9,109
MILTON S 3,765,507,200 7,111 | S 529,533 [ S 11.74|S 6,217
NEEDHAM S 5,784,137,300 8,341 | S 693,458 [S 9.96 | S 6,907
N.ANDOVER S 3,090,604,900 6,164 | S 501,396 [ S 11.76 | S 5,896
NORWOOD S 2,240,982,300 5801 |5S 386,310 (S 846 (S 3,268
SHREWSBURY S 3,552,273,792 8,992 | S 395,048 [S 9.68 (S 3,824
WELLESLEY S 7,601,189,000 7,266 | S 1,046,131 |S 9.47 (S 9,907
Source: Mass. Dept. of Revenue, Div. Of Local Services.
AVERAGE S 4,156,012,499 S 515,792 $ $

App. A Average Tax Bill
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Appendix B: Per Pupil Expenditure Comparative Data

Per Pupil Expenditure Data: . .
Per Pupil Expenditures - FY 2007
This chart shows per pupil expenditure
data for comparable communities and 16,000
Natick. 14,000 Natick: $11,715
Compared to the average for similar 12,000
communities & school systems, Natick 10,000
has less students, but a higher than
average spending per pupil. 8,000
6,000
4,000
2,000
0
FY07 FY07 FY07 FY07
Foundation Total Foundation Total
District Enrolilment Expenditure District Enrolilment Expenditure
NATICK 4,695 11,715 LEXINGTON 6,313 13,574
ANDOVER 6,123 12,025 MILTON 3,812 11,182
BEVERLY 4,667 11,211 NEEDHAM 5,064 12,070
BILLERICA 6,545 10,451 N.ANDOVER 4,703 9,661
BRAINTREE 5,281 10,248 NORWOOD 3,558 12,039
CHELMSFORD 5,820 9,671 SHREWSBURY 6,061 9,093
FRANKLIN 6,547 9,586 WELLESLEY 4,682 12,776
Notes:

Averages:

Enrollment 5,277
Per Pupil Expenditure $ 11,093

Source: Mass. Dept. of Education, 2006-07 Per Pupil Expenditures Report. Total Expenditure column includes all GF appropriations & Grants, Revolving and Other funds.
Data shown is most recent available from the Mass. Department of Education.

App. B Per.

Pupil Expenditures
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Population Projections: 1990-2030, Town of Natick

40,000
35,000 1,268 1,386 1375 1939
30,000
25,000
20,000
15,000
10,000
5,000
0
1990 2000 2010 2020 2030
M0-19 W20-39 M40-59 W60-79 W80+
Age 1990 2000 2010 2020 2030 [ Percent Change 2010 to 2030
0-19 6,716 | 7,818 8,038 7,655 7,626 -5.13%
20-39 11,260 | 9,398 8,260 8,330 8,114 -1.77%
40-59 70903 | 9011 | 10357 [ 9,355 8,480 -18.12%
60-79 4,589 | 4,675 5,791 7,864 8,989 55.22%
80+ 852 1,268 1,386 1,375 1,930 39.25%
Total 30,510 32,173 33,833 34,579 35,139 3.86%

Source:  Metropolitian Area Planning Commission, Population Projections: http://www.mapc.org/data_gis/data _center/2006_Projections/Projection_Pop_013106.pdf page 113.

Population:

Population data and trends are extremely important to review and understand for the future allocation of resources and to understand significant shifts in the community. With
data provided by the Metropolitan Area Planning Commission, Natick is expected to grow in population on average about 700 people per decade over the course of the next 20
years. The estimate for 2030 may not be achievable as current population counts in Natick are close to 31,800+ rather than 33,800+, but an increase in population is expect
nonetheless.

The three interesting points to take away from this projection are: 1) Population will rise but in a very small, steady and predictable amount, thus allowing policymakers,
appointed officials and taxpayers to carefully plan for future needs. 2) School age population - the 0-19 cohort is set to decrease in the next 20 years. This is important to
correlate with estimates from the Natick Public Schools and should allow for planning of future needs for the children of Natick. 3) The growth in population is set to occur in the
60+ cohorts, with a large spike of over 3,200 more 60-79 aged individuals and 550 more 80+ individuals in the next two decades.

App. C Population Projection Page 21 September 16, 2009
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Appendix D: Other Post Employment Benefits
Other Post Employment Benefits (OPEB): OPEB Liability Growth as a result of GASB 45

GASB-45 requires that public entities begin accruing EY 2009
the expected future costs of OPEB (medical and life
insurance) over the expected future employment

. . For FY 2009, the actuarial study has estimated that our total cost is: $ 11,319,252
perIOd of employees, much like they do now for (thisisa cumulation of both thenormal cost of care plusthe amount we need to pay to
pension benefits. "catch-up"to make suretheliability ispaid down in 30 years)

hi o . . ¢ Less our current contributions: S (3,548,085)
f;;or':is;’"r;tu't”nt;':fec;riﬁzsiiz"m :zg:l';i:]ne d”:teor Total FY 2009 Year-end Outstanding Liability for OPEB: $ 7,771,167
from the state or federal government, akin to M.G.L.
Ch. 32 requiring annual contributions to the Natick EY 2010
Retirement System, has been put in place or even
filed in the legislature. Beginning Outstanding Liability (from FY 2009): S 7,771,167

FY 2010 estimated total cost: $ 11,909,518

After conducting the actuarial, USI has determined Less our current contributions: $  (4,040,121)
that our total unfunded actuarial accrued liability is Total FY 2010 Year-end Outstanding Liability for OPEB: $ 15,640,564
$118,478,909, with $7,771,167 being reported as
the initial liability on the FY 2009 Audit. As a result, and so on...
the Town's annual audits going forward will show a
significant and growing liability, unless the Town
chooses to begin setting aside funds in a restricted Source: A Postretirement Welfare Benefit GASB 45 Actuarial Valuation As of July 1, 2008 for: The Town of
trust in order to put towards mitigating the liability. Natick. The USI Consulting Group. June 26, 2009.

But at this time there is no mandate or guidance on
how to do just that.

Some communities have chosen to begin setting aside funds towards the unfunded liability without additional legal mandate or guidance from state or federal
legislators. They have taken advantage of a variety of funding sources, including but not limited to redirecting Medicare Part D monies (if they receive them),
appropriating additional tax levy support to a trust designed to reduce the overall liability, or using decreases in the pension assessments , if they arise.

App. D OPEB September 16, 2009
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Appendix E: FY 2011 Budget Schedule & Process
July Aug. Sept. Oct. Nov. Dec. Jan. Feb. March April May June
External
o
Votes Debt Vote g
Town Meeting Town Meeting g Town Meeting
iz
BOS Review of Budget Goals & Challenges Selectmen Review of Budget E §
i ? 3
o Hearing on Budget g s
D 3
FinComm FinComm Hearings on Budget & Warrant g8
H : i H gN
i i L
[}
Internal : i | <
Municipal Capital Develop. Operating Budget Development & Refinement §
School Capital Develop. Operating Budget Development & Refinement

Significant Dates

August 2009
Capital Development (Internal - Schools & Municipal)

September 2009
Capital Update Submitted
Summit | - Discuss Financial Indicators & Long-Term Projections

October 2009
Operating Budget Development (Internal Schools & Municipal)
2009 Fall Town Meeting

November 2009
Operating Budget Development (Internal Schools & Municipal)

BOS - Review of Budget Goals & Objectives

December 2009
Operating Budget Refinement (Internal Schools & Municipal)

BOS - Review of Budget Goals & Objectives

SC - Superintendent's Presentation of School Budget

Note: All times & deadlines subject to change and revision.

App. E. - FY 2011 Budget Process

September 1st
September 16th

All October
Begins October 20th

All November
November Meetings

All December
December Meetings
Early December

2009 2010

January 2010

Submittal of FY 2011 Administrator's Recommended Budget to BOS & FC
Finance Committee Public Hearings on Budget
BOS - Review of Budget

Eebruary 2010

BOS - Review of Budget
SC- Public Hearings on Budget
Finance Committee Public Hearings on Budget

March 2010

Finance Committee Public Hearings on Budget

Book Production

Municipal Election & Possible Debt Exclusion Vote

April 2010
Town Meeting

July 2010
Start of FY 2011

Page 23

January 1st
All January

February
February
All February

to March 20
March 20-27
Late March

April

July 1, 2010
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Appendix F: Notes & Assumptions

Notes:
Actual Data - Data presented as actual for FY 2000-2008 is taken from final G/L accounting reconciliations prepared by the Town Comptroller. FY 2009 is taken from the
accounting system but has not been finalized and has not been audited as of the printing of this document. Figures may change slightly.

Constant Dollars - Or "dollars adjusted for inflation” utilizes data from the U.S. Department of Labor, Bureau of Labor Statistics for the Boston-Brockton-Nashua
Metropolitan Statistical Area. CPI-U data used is for the mid-year analysis, CY 2000-2009. This corresponds to the end of the Town's fiscal year. CPI-U assumes that the
period of time 1982-1984 = 100.

Comparable Communities - Communities were chosen based upon similar population size, and demographic characteristics' such as equalized value/capita and household
income.

Households - The number of households for the Town of Natick was determined using the Tax Recapitulation Worksheets, Worksheet LA-4, and counting all residential
properties by property type (single-family - Code 101, double-family or duplex - Code 104, triplex, Code 105, etc.) and updating on an annual basis. An assumption was
made for the amount of dwelling units in condominium developments.

Population - Population data used in the indicators is provided from the Department of Revenue. Projections provided in the Appendicies provided from the MAPC. Both
sets of figures use the 2000 U.S. Census Burau statistics as a base and then annual or future decennial result are extrapolated from that amount.

App. F Notes & Assumptions September 16, 2009
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