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Office of the
TOWN MANAGER

TOWN OF SHREWSBURY

Richard D. Carney Municipal Office Building
100 Maple Avenue

Shrewsbury, Massachusetts 01545-5338

February 8, 2019

To the Honorable Board of Selectmen, Finance Committee, and the residents
and taxpayers of Shrewsbury:

I am pleased to present the initial financial plan for fiscal year 2020. This plan details revenue
and proposed expenditures for the Town of Shrewsbury for this period. The expenditures
detailed in the plan total $140,894,140, which is $2,753,993 less than the expenditures
planned in the current fiscal year. Included herein is the operating budget, capital
improvements and various other charges and expenditures. All planned expenditures will be
funded by the revenue sources detailed, thus a balance budget is presented.

This financial plan illustrates the collaborative work of the Board of Selectmen and Town staff
members to address the needs for current and future Shrewsbury residents. I want to thank
the Board of Selectmen for its leadership and for its active engagement in this process. We
look forward to working with the Finance Committee, School Committee, and Town
Meeting members throughout the balance of this process ==

Thank you for placing your trust and confidence in me to lead this great Town.

Best Regards,

Town Manager

Town of Shrewsbury
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EXECUTIVE SUMMARY

This document details the anticipated revenue and proposed expenditures for the Town of
Shrewsbury’s fiscal year that begins July 1, 2019 and ends June 30, 2020. This document has
been developed using narrative and figures in several levels of detail in order to illustrate how
the funds entrusted to the Town have been prioritized to meet ongoing and ever-changing
needs. This plan may change throughout the coming months based upon the input of
taxpayers, residents, Committee Members, the Board of Selectmen and staff and as revenue
and expenditure estimates mature. The goal throughout this collaborative budget
development process is to bring forth the best plan for consideration by Town Meeting on
May 20, 2019.

This proposed financial plan for fiscal year 2020 (FY20) details the expenditure of
$140,894,140 across all funds, which is $2,753,993 (1.92%) less than the expenditures
planned in the current fiscal year. Detailed herein is the operating budget which totals
$130,479,045, Capital Improvements of $6,824,500 of which $4,413,000 are utility capital
improvements, offsets and charges of $1,729,181, program and project funding through
warrant articles totaling $1,111,414 and a transfer to the stabilization account in the amount
of $750,000.

The operating budget of $130,479,045, is a 5.08% increase over FY19, includes expenditures
for all municipal departments and the School Department. Municipal operations and certain
expenses in support of the School Department make up 49.23% or $64,228,629 and
$66,250,416 is allocated to the School Department. Direct utility operating expenditures,
including Water, Sewer, Solid Waste and Stormwater, are proposed at $11,392,556 which is
$1,670,553 or 17.18% greater than FY19. This increase is mostly attributable to the creation
of the Stormwater Utility which will be funded through a new fee.

The operating budget for all municipal departments provides for the same level of services
provided in the current fiscal year with the addition of 2.26 full time equivalents (FTE). This
includes the addition of one full time Patrol Officer within the Police Department, one full
time Building Maintenance Craftsman in the Public Facilities Department and a part time
position in the Council on Aging. Funding for the Patrol Officer is the only position that will
require new tax dollars. The other FTEs will be funded through non-tax revenue or
reallocation of tax dollars currently used for other purposes.

Details on the expenditure of funds by the School Department can be found in Superintendent
Dr. Joseph Sawyer’s budget document which will be published to the School’s website.



REVENUE

Reduce Levy
1.1%

Free Cash
2.7%
Local Receipts
8.5%

Utility Revenue
12.1%

State Aid**
19.4%

FY20 % of
REVENUE SOURCE

Rec. Budget
Tax Levy* $78,913,909 56.0%
State Aid** $27,275,051 $19.4%
Utility Revenue $17,014,100 $12.1%
Local Receipts $11,923,379 $8.5%
Free Cash $3,764,100 $2.7%
Reduce Levy $1,537,569 1.1%
Other Available Funds $466,869 0.3%
Stabilization $o 0.0%

TOTAL $140,894,977 100%

* Includes Exempted Tax Levy

Tax Levy*
56.0%

**Includes SBA payments and Chapter 9o payments — Governor’s Budget (1/24/2019)
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EXPENDITURES

CAPITAL IMPROVEMENT PLAN

1.7%
WATER EXPENSES

3.5%

SEWER EXPENSES
51%

SOLID WASTE EXPENSES

OPERATING BUDGET

V)
EXPENDITURE CATEGORY Fyzo % of
Rec. Budget

Operating Budget $119,086,489 84.5%
Solid Waste Expenses $2,254,969 1.6%
Sewer Expenses $7,208,709 5.1%
Water Expenses $4,886,799 3.5%
Storm Water Expenses $1,455,078 1.0%
Cherry Sheet Offsets $187,584 0.1%
State and County Charges $1,032,400 0.7%
CMPRC $10,199 0.01%
Overlay $481,000 0.3%
Overlay Deficit $o 0.0%
ATM/STM Reserve $o 0.0%
FY 2019 Deficits/ Bills Prior Year $o 0.0%
Sale of Lots $18,000 0.01%
Capital Improvement Plan $2,411,500 1.7%
Other Warrant Articles $1,861,414 1.3%

TOTAL $140,894,140 100%

84.5%
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SUMMARY OF FUNCTIONAL AREAS

Debt and Interest
7.1%

Administration & Finance*
17.0%

Public Safety

7.0%

Retirement
4.4%

Education

50.8%

DPW
11.7%

Community Development
0.4 %

Human Services

1.6%

FY 2020 % Change $ Change

FY 2017 FY 2018 FY 2019 TM Fiscal from from % of Total
Expended Expended Budget Proj. One FY2019 FY2019 Budget
Admin. & Finance* $18,047,298  $18,973,930  $20,806,767  $22,183,391 6.62% $1,376,624  17.00%
Public Safety $8,105,990  $8,297,909 $8,761,741 $9,162,117 4.57%  $400,376 7.02%
Retirement $5,125,289 $5,549,124 $5,674,609 $5,674,609 0.00% $o 4.35%
DPW $11,684,480  $11,842,764  $13,394,869 $15,224,978 13.66% $1,830,109 11.67%
Community Dev. $356,104 $378,010 $431,675 $526,561 21.98%  $94,886 0.40%
Human Services $1,832,189 $1,914,313 $2,058,438 $2,142,161 4.07% $83,723 1.64%
Education $60,407,383 $62,375,000 $64,137,607  $66,250,416 3.20% $2,112,809 50.77%
Debt and Interest $9,119,955  $9,347,232  $8,904,498 $9,314,812 4.61%  $410,314 7.14%
TOTAL $114,678,687 $118,678,281 $124,170,204 $130,497,045 5.08% $6,308,841 100.00%

*Includes some Educational Expenses

Town of Shrewsbury — Executive Summary
FY 20 — Fiscal Projection One 9



%8ct
%EL'T
9%IT°0
%E9°'T

U uondR(01d [edSL] — 0T X

ATBWIWING 9ATINOAXY — AINGSMIIYS JO UMO],

665¢ 9%I0°0 O1L‘Q8S5°S$ II1‘gRS‘S¢ 9r8‘986Y'$ 005Gz v$ dIMHS
eI LA LS %l ce 696‘tSc‘c$ ItL6EQ°T$ CIV‘I08‘r$ LLG6EL TS HLSVM dI'TOS
o$ 00°0 000°LY1$ 000°LY1$ 969°191% rc6‘991$ ONLLHOI'T LATYLS
(EY8€6$) 9%cT b- 08z‘geI‘ce Ecr'ceec'cy | ZAS S A aA'Y crrerr‘c$ AVMHDIH
(6£5°96E$) %56 G- 885L5E¢ £96°€99% c6t‘0L5$ QLY ‘Q1G¢ HAHANIONAT NMOL
0c9‘ccs$ 0c9‘ccs$ 0% 0% og SSIMOM JI'1dNd
(916°95€¢%) %5 9- £69°G1EG¢ 609LYG$ rerersGs 68c°GzIG$ SNOISNHd
9I6°85E$ 916‘Q9E¢ 0% o$ 0$ ‘NAd HAAOTdINA LSOd ¥4H.LO
000‘t$ %Il'S GLE28¢% GLE QLS £05°69¢ L8t69% AdLSHIOA
089¢% LTS 0z8‘cI$ 061 I$ oto‘crg £QGTIS INHINHOVNVIN ADNHADITHINH
009°‘T$ %c9'Ic 000‘6$ ~00tL$ 8259¢ £G1°6¢ SHINSVAN ¥ SLHOIAM
SrS68$ %Sz Se ottt g G69FSES rSo‘rie€sg 6rSccEs AOLOAASNI ONIATING
LQOILS 9%00°T ILEGe9 €S - | ¥REYVSGES - ILEPTSES 0L6ESHES INANLIVIAA 3914
659‘9cE$ %569 9c6‘€c5‘S$ L9Z‘G61°G$ 86F19Lt % LEVOr9't$ INHNLIVdAd dDIT0d
1L8°5EES %IL'8 crioSThg  Ig€egf$  IIEUPEE$  Q08YU9LES SONIATING OI190d
osz$ 9%GE L 059°‘6€$ 00t€$ 9/8$ oor‘c$ STVHdddV 40 A4vVO4d
0$ 9%00°0 000G$ 000°‘c$ 16E°T$ £€G1$ @AIVOd ODNINNV'Id
I60°G$ QYIEL ILLYLS 08969% EYr19$ 068°4c$ ‘Add DINONODH B DNINNVId
o$ 9%00°0 006°1$ 006°1r$ LYRE€$ GEL'TS NOISSTNINOD NOLLVAYASNOD
(1Lo°gr$) %I6°T1- 089°€€T$ ISLTSTS £c5'98% rz6°631$ NOILVILSIOTY ANV NOILDATH
9£0°9% %BILE EL8°691$ L6L4°€91$ 88L191$ £96°661$ MYATO NMOL
000°‘Se$ 9%IT 9T 00Z‘6L1$ 00ZtrS1$ or6‘tLIS 19L‘QY1$ THSN10D NMOLL
c/r61$ %599t 9%o‘ret ¢ (ZA (0) 4’3 r19‘69&¢ ro1'666$ JOLOATIOO-dHINSVHYL
(£06°6E$) 9%96°6- 859‘90¢'¢$ G95‘ot ¢ 198°86c$ 8¥L50E$ SdOSSHSSV
29901 %6&t geLStes 890°G€c$ g9z‘orcs 1£6‘o€c$ INVINNODDV
(o6t$) %IE O- 0L6€ET$ oor‘tEce 0S¢ 485% HALLININOD HONVNIA
GSt‘g6$ %tS 1z 105655 ¢ 9roLSt ¢ gct‘6ot$ 90ELSES HHOVNVIN NMOL
0Sc‘r$ 9%596°S oSz‘cece 000°‘1c$ gIL‘oc$ GoLLES NAHNLOATAS
«60tors) 9YL6' TS 899°69E¢ (YA VA 43 r99°‘GI$ 0009% @AVOd TANNOSYHd
61 OMN A woay @HM.W& N«MMMM_NMM M@Mﬁzm pepuadxy ﬁMwﬁvaxm
dSuey) $ aSuey) 9% 030T AT 10T XA 810 X I 10T XA

LINHINLIVdAA A LADANT DONLLVIAdO



IT

QU uondR(o1d [edsL] — 0T X

Arewruing 9ATINOAXY — AINQSMAIYS JO UMO],

(QATIISSVIONN)

LIOddNS DNILVIHdO
wa1sAS suoyds[a,

A3o[ouyoa], uorjeuLIojuy
90URINSU] [BISUID)

Ae( [eLIOWDIN
Areuonyels/a8e1sod /SunjurLig
['O pue autjosey)
90UBUDIUIRIA OIpey

‘suJ uonesuaduwro)) yuswAojdwau

9IBJIPIIN
doueInsuj 9T pue YieaH dnoio
weI301d 90uelsIssy dakojduryg

LAAd ONTINLVIA B LSHIH.LNI
STOOHDS

NOILLVAIOHYT ANV SXdVd
Advadri

SHILI'TIGVSIA NO NOISSININOD
SHOIAYHS SINVIHLIA

ONIDV NO TIONNOD

HI'TVAH

SHIYALANED

HALVMINIOLS

HJALVM

9%0°001 1Vg‘g0E‘9% %80°S Cho‘6Lt‘oCrg Voc‘olr'barg 18e°QL9°‘QII$ 4L89°QL9‘PIT$ TVIOL
%64 IT  88E6E0°T$ (0%) 890°698°S1$ 089°‘6VE LIS tc6‘StEST$ YAe) AloTANALY
%E0°0 0% 9%I0°'T 000‘tt$ 000‘tt$ 9495°08¢ Srr‘o€s
%L9°0  SEGILS 9%0T1°SG1 000°088¢% Goti808$% 104°Q69% veoE1Ls
%69°0  99LTSS %89°8 050°L68$ vmmﬂmwww 96599L$% £12°606%
%00°0 0% 9500°0 005°G¢ -~ 005°G¢ G98€s NG A
%L0°'0  (000CIS) %19°62- 000°66¢  000‘01¢ Z9L‘0L$ §St°6.%
9%0&°0  000°05¢% 9%EY I- 000°S6€$ - 000GKES - 1QI°QYEE gIg‘o8cs
%I0°0 0% 9%00°0 Icrors . 1eto ¢ Icrors Icrorsg
%80°0  000°C$ 9%09°'IG- 000°001$ ' 000°'Q6% oLo‘org cIQFES
%IQ0  LYETVSS 900°0 LYE6SO‘TS 000°‘S00°r$ 85c‘666% G6/€26¢
%26 000°0¢8$ %8LY 000‘006°IT$ 00008011  E€SELV OIS L3GYLEG6S
%000  (0Sc‘T$) 9%00°0 05/sc$ 000t$ 086°C$ 086°€$
[744 V4 ri&orrg %19t cISTIE6S 86t‘L06°8$ c&ciLrE6s GG6‘611'6%:
%LL4°05  608°‘TII‘CS %628 91t‘052'99% L09LETLOS 000°'GLE‘G9% £€8EZLor09%
%960  £9Y°6% %S0°c G6S1Lt$ cri‘cot$ 2£89‘Q6E$ EVLG9ES
9%60°'T  S91°€9¢ %L9°Y SIE91rI$ 0SI‘6€GE‘1$ G98°€LE ‘TS - L8Y‘gce1$
%00°0 0% 900°0 00S$ 005$ gecrg £9€¢
9%9I'0 g6z'6¢ 9465 0ozg‘IIc$ ges‘zozs Ero‘egrs 106°291¢$
%S0  8LOL$ %8t c r&c‘c6c$ 991°GeE$ YAYA LT AS SI9YETH
%410 gervg %E6°1 co6c‘rces Zor'Zicg Er6‘o0ce ocg‘oocs
%600 Sof‘crg %L0°TT rocvrirg 656°r01$ 656°T01$ geg‘orr
%c6°0  8L0°S0T‘1I$ 8L0°‘G0z‘1$ 0% (o]3 0%
%08°I  8{bt9‘6ts 9%91°C 66LEtETH ISI‘v6c‘c$ ELT66ST$ 98€05L1$
uowuﬂsm 610TX I WOo) oww.mrm QMVWM?.E 198png pepuadxy popuadxy
_.«c c\wﬁ dduey) ¢ um:w:w % _ommm Wa.mh 6102 X 8103T XA 10T XA



POLICIES
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POLICY MANUAL

This Policy Manual has been prepared by the Town of Shrewsbury’s Town Manager’s Office
under the guidance of the Board of Selectmen. The adoption of formal financial policies
provides instructive guidance and promotes consistency as local official’s plan, direct,
monitor, and protect municipal assets and resources.

If you have any questions, please contact Town Manager Kevin J. Mizikar at 508-841-8508
or kmizikar@shrewsburyma.gov.

Key Policy Objectives

1.
2.

3.

To ensure the appropriate financial capacity for present and future needs

To provide full value to residents by dehvermg quality services as financially
efficiently as possible

To conform to general law, uniform professional standards, and municipal best
practices

To maintain and achieve the highest credit rating reahstlcally possible

To promote transparency and public discourse

Town of Shrewsbury — Policies
FY 20 — Fiscal Projection One 13



A — RESERVE POLICY

Background:

Formal written policies that establish guidelines for funding and maintaining reserves can
help a community sustain operations during difficult economic periods. Reserves can be used
to finance unforeseen or emergency needs, to hold money for specific future purposes, or in
limited instances, to serve as a revenue source for the annual budget. Reserve balances and
policies can also positively impact a community's credit rating and as a consequence, the long-
term cost to fund major projects. The discussion of reserves, and the attention of credit rating
agencies, is generally focused on free cash, and stabilization funds. A review of the public
finance literature generally reveals five reasons local governments create and maintain
reserves:

A. Operational Needs — These are contingency reserves which are typically
appropriated as part of the annual budget. The purpose is to meet unexpected
increases in department operational costs such as legal fees, major equipment
repairs and other extraordlnary costs.

B. Catastrophic or Emergency Expendltures These are contingency reserves
which provide emergency funds for use in a major calamity such as a hurricane,
blizzard, uninsured loss or damage to a capital asset.

C. Maintenance of Assets — These are restricted reserves used to replenish the
continuing depreciation or replacement of buildings and equipment. The Town
is required to show the depreciation of certain fixed assets.

D. Liquidity or Cash Flow — These are unrestrieted reserves used to reduce the
need for short-term borrowing, generate mvestment income and to maintain a
strong credit rating: 2 S FiT -

E. Unfunded Liabilities — These are restricted reserves used to fund an unfunded
liability that has been incurred during the carrent or prior years, but which does
not have to be paid until a future year, and for which adequate reserves have not
been set aside. These liabilities may not be apparent in typical financial records in
a way that makes their impact easy to assess. This type of liability accumulates
gradually over time and may go unnoticed until it has created severe financial
problems. Unfunded liabilities are predominantly pension obligations and
postemployment benefits.

The Town of Shrewsbury’s reserves include: A Stabilization Fund, Free Cash, and an
operating budget Reserve Fund, Solid Waste Enterprise retained earnings, Water System
Improvements Account, Sewer Enterprise Fund Surplus account, Other Post-Employment
Benefits (OPEB) and Pension Trust Funds.

The overall level of Financial Reserves is critical to maintaining and improving the Town’s
Bond Rating and ensuring sufficient funds to manage unanticipated needs. Funds shall be
appropriated from Reserves only after an analysis has been prepared by the Town Manager
and presented to the Finance Committee and Board of Selectmen. The analysis shall provide

Town of Shrewsbury — Policies
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sufficient evidence to establish that the remaining balance is adequate to offset potential
downturns in revenue sources and provide sufficient cash balance for daily financial needs.

A.1 — Reserve: General Stabilization

Background:

The General Stabilization Fund is the Town’s main reserve fund designed to provide financial
stability for all aspects of Town operations, while improving the Town’s credit worthiness and
flexibility. The provisions of this fund are dictated by Massachusetts General Law (MGL),
Chapter 40, Section 5B. Under State law, a municipality may establish one or more
stabilization funds for different purposes and may appropriate into them in any year an
amount not to exceed 10% of the prior year’s tax levy. A majority vote of Town Meeting is
required to establish, amend the purpose of, or appropriate money into the general
stabilization fund, and a two-thirds majority is required to appropriate money from the
general stabilization fund. Any interest generated by a fund must be added to and become a
part of the fund. The total of all stabilization fund balances shall not exceed 10% of a
municipality’s equalized values. A stabilization fund is designed to accumulate amounts for
emergency, extraordinary or unforeseen events, although it may be appropriated for any
lawful purpose.

General Stablhzatwn Policy:

The Town shall maintain a General Stabilization Fund of at least 5% of the annual general
fund budget for the purpose of extraordinary or unforeseen expenditures. The Town will
endeavor to leave this balance unspent, except in the event of an emergency or extraordinary
or unforeseen events. If it is necessary to draw down from the General Stabilization Fund,
the Town will ensure that it-is restored through the approprlatlon of revenues such as free
cash and/or any other lawful appropriation. 2

A.2 — Reserve: Free Cash S 2

Background:
The Massachusetts Division of Local Service’s (DLS) Mumc1pa1 Finance Glossary (May
2008) defines Free Cash as follows:

Free Cash (Also Budgetary Fund Balance) — Remaining, unrestricted funds
Jrom operations of the previous fiscal year including unexpended free cash
from the prior year, actual receipts in excess of revenue estimates shown on
the tax recapitulation sheet, and unspent amounts in budget line-items.
Unpaid property taxes and certain deficits reduce the amount that can be
certified as free cash. The calculation of free cash is based on the balance sheet
as of June 30, which is submitted by the community’s auditor, accountant, or
comptroller. Important: free cash is not available for appropriation until
certified by the Director of Accounts.

Free Cash provides a financial cushion against events such as a sudden loss of a revenue
source, an economic downturn, an emergency, or other unanticipated expenditure, non-
recurring capital expenditures and uneven cash flow. Free cash can serve as a source for
funding capital projects or replenish other reserves.
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The Government Finance Officers’ Association (GFOA) notes it is essential that governments
maintain adequate levels of fund balance to mitigate current and future risks (e.g., revenue
shortfalls and unanticipated expenditures).

DLS recommends that a municipality strive to generate free cash in an amount equal to 3-to-
5% of its annual budget.

Free Cash Policy:

Except as approve below, the Town of Shrewsbury will not use Free Cash to fund the operating
budget. Free Cash is considered a non-recurring source of funds, and should only be used for
non-recurring purposes, including replenishing reserves.

The Town will endeavor to generate Certified Free Cash equivalent to the amount of 3-5% of
the annual general fund budget. Amounts in excess of 2.5% of the proposed operating budget
will be available for capital or other one-time expenses, while the target amount will be left
unspent from year-to-year.

Free cash shall not be depleted in any year, so that the following year's calculation will begin
with a positive balance. Conservative revenue projections and departmental expenditures
shall be managed to produce excess income and departmental budget turn backs when
possible.

Free Cash may be used for certain one-time expenditures, such as capital projects,
emergencies, other unanticipated expenditures, or to support other reserves.

The Town has historically used some portion of its Free Cash to-subsidize the ensuing year’s
annual operating budget. However, it is the Town’s goal to limit the amount of Free Cash used
in the operating budget to a sustainable level and to use these available funds for non-
recurring one-time expenses, such as capital items. iin] =

For purposes of this policy, the followmg are deemed to be,app}opriate uses of Free Cash:

1. Appropriated Reserve within Operating Budget—an amount to provide for
extraordinary or unforeseen expenditures as authorized by MGL Chapter 40, Sec. 6.

2. Operating Budget - in order to pursue a gradual transition from using Free Cash
to fund recurring operational expenses, the Town will reduce its annual
appropriation each year until such time that Free Cash is no longer utilized or
until such time the provisions of this policy are met.

3. Stabilization Funds — to fund or replenish any Stabilization Fund.

4. Capital Improvement Program — to fund any projects in accordance with the
policy defined “Capital Planning”

5. Special Use — to augment the trust funds related to fringe benefits and unfunded
liabilities related to employee fringe benefits and retiree benefits.

6. Extraordinary Deficits — to fund any potential deficits that would otherwise be
carried over to the following fiscal year.

7. Emergency Appropriations — to allow for fiscal flexibility in any given fiscal year.

Town of Shrewsbury — Policies
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A.3 — Reserve: Operating Budget Reserve Fund

Background:

Annually, the Town funds a reserve fund within the operating budget, which is managed by
the Finance Committee, to cover unforeseen and extraordinary operating expenses for that
particular fiscal year. The Town has funded this line item at $280,000 for at least the last
fifteen years. In FY19 the amount was decreased by the Finance Committee to remove a
consistently recurring expense that was funded through the reserve fund.

Operating Budget Reserve Fund Policy:

The Town shall fund operating budget reserve fund within the operating budget which shall
be equal to or greater than 5% of the expense line items <4,5,6> of the proposed operating
budget.

A.4 — Reserve: Enterprise and Utility Reserve Funds

Background:

The Town of Shrewsbury utilizes enterprise fund accounting to manage its utility services. In
accordance with financial management best practices, this method of management and
accounting is utilized to help ensure equity when charging for these services. Utility user fees
cover the costs of the operation of the utilities rather than relying upon the general tax levy.

Enterprise and Utility Reserve Policy:

The Town shall maintain a reserves of at least 5% of the annual recurrlng operating costs of
each utility fund for the purpose of extraordinary or unforeseen expenditures. Reserves may
be dedicated for infrastructure replacement and enhancement as need to ensure the viability
of the utility. Special purpose stabilization funds for each utility shall be established and
funded so long as the current capital needs of the systerh are being satisfied. In extraordinary
circumstances the Town General Stablhzatmn Account may be used to cover expenses of
utilities. :

References:
M.G.L.c. 40,8 5B
M.G.L. c. 59, §23
M.G.L.c. 59,825
M.G.L. c. 44, § 53FY%2

DLS Best Practices: Free Cash, Reserve Policies, Special Purpose Stabilization Funds

DLS Departmental Procedure Manual: Enterprise Funds

DLS Informational Guideline Releases 17-20: Stabilization Funds

Government Finance Officers Association Best Practices: Fund Balance Guidelines for the
General Fund and Working Capital Targets for Enterprise Funds
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https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter40/Section5B
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleIX/Chapter59/Section23
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleIX/Chapter59/Section25
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section53F1%7E2
https://www.mass.gov/files/documents/2017/09/09/freecash.pdf
https://www.mass.gov/files/documents/2017/12/13/reservepolicies.pdf
https://www.mass.gov/files/documents/2018/04/20/specialstabilization.pdf
https://www.mass.gov/files/documents/2017/09/08/enterprisefundmanual.pdf
https://www.mass.gov/files/documents/2017/09/11/igr17-20.pdf
http://www.gfoa.org/fund-balance-guidelines-general-fund
http://www.gfoa.org/fund-balance-guidelines-general-fund
http://www.gfoa.org/working-capital-targets-enterprise-funds

B — SUBMISSION OF BUDGET AND BUDGET MESSAGE

Background:

The Town defines a balanced budget as a budget in which receipts are greater than (or equal
to) expenditures. The Commonwealth of Massachusetts requires all municipalities to present
a balanced budget each year as a basic budgetary constraint intended to ensure that a
government does not spend beyond its means and its use of resources for operating purposes
does not exceed available resources over a defined period of time.

Budget Policy:

The Town Manager is required to present a balanced budget in accordance with the timing
and other provisions required by Section 16 of the Town Manager Act as amended. The
budget shall be a living document that not only presents figures but also an accompanying
narrative that illustrates the financial plan of the Town for the budget period.
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C — CAPITAL PLANNING

Background:

To effectively maintain the Town’s infrastructure and protect the value of its capital assets,
this policy outlines guidance for planning, reviewing, and coordinating capital improvements.
Adherence to this policy will help the Town meets its capital needs despite limited
resources. This policy establishes a framework for long-term capital improvements, sets
guidelines and expectations for all Town departments in planning for and requesting capital
projects, and outlines consensus budgetary goals for the Board of Selectmen and Finance
Committee.

Capital Planning Policy:

The Town will maintain its physical assets by providing funding in the operating budget or
through separate appropriations to protect its capital investments and minimize future
maintenance and replacement costs. To provide and preserve the infrastructure needed for
achieving the highest levels of public services and quality of life possible within available
financial resources, the Town will maintain an annually updated, five year plan for capital
improvements. The Town will emphasize preventive maintenance as a cost effective approach
to capital reinvestment and replace exhausted goods as necessary.

A. Definition of a Capital Improvement
A capital improvement is a tangible asset or project estimated to cost over $25,000
and to have or to extend five (5) or more years of useful life. These include:

1. Real property acquisitions, construction, and long-life‘ capital equipment

2. Major improvements to physical infrastructure, including streets,
sidewalks, storm-water dralns water dlstrlbutlon systems, and sanitary
sewer systems :

3. Major renovations-of exiéting capital items,, that extend their useful
lifespans, as distinguished from normal operating expenditures

4. Acquisition of equipment, certain classes of motor vehicles and items
related thereto

5. Planning, feasibility studies, and designs for potential capital projects
6. Items obtained under a long-term capital lease

7. Bulk purchases of similar items, like software or furniture, with expected
useful life spans of five or more years that, when aggregated, have total costs
exceeding the capital threshold

B. Inventory
To support a systematic acquisition and replacement schedule, the Town Manager will

annually update and maintain a detailed inventory of all capital assets, which shall
include dates built, acquired or last improved, original cost, current condition,
expected and remaining useful life spans, depreciated value, extent of use, and any
scheduled replacement or expansion dates.
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C. Evaluation of Capital Projects

The Town Manager shall establish a review process through which departments
request funding for capital purchases. The Town Manager will evaluate and prioritize
the capital requests received from departments and may use the criteria below:

1. Eliminates a hazard to public health and safety

2. Required by state or federal laws or regulations

3. Uses outside financing sources, such as grants

4. Stabilizes or reduces operating costs

5. Replaces a clearly obsolete facility, makes better use of an existing facility,
or relieves an overburdened situation

6. Maintains or improves productivity or existing standards of service

7. Supports adopted plans, goals, objectives, and policies of the Town

8. Directly benefits the Town's economic base by protecting and increasing
property values

9. Provides new programs having social, cultural, historic, economic, or
aesthetic value

D. Multi-vear Camtal Improvement Plan (CIP)

The Town Manager will annually update and propose to the Flnance Committee and
Board of Selectmen a five-year CIP, including the upcoming fiscal year’s capital budget
and a four-year projection of capital needs and expenditures that details their
estimated costs, desé’i‘iptions and anticipated funding seurces.

Throughout the year, the Town Accountant w111 monitor active capital projects to
ensure they remain properly funded and will report any issues to the Town Manager.

D. Capital Financing

Long-term debt is an appropriate funding source for certain types of projects, while
short-term debt and current revenues should be used for assets with short useful
lifespans. Funding shall be derived from a combination of property taxes and the Free
Cash and any capital stabilization funds, so established.

The CIP shall be prepared and financed in accordance with the following policies:

1. Special revenue sources (e.g., grants, revolving funds) shall be evaluated as
funding options whenever practical.

2. The annual operating costs of each proposed capital project, as well its debt
service costs, shall be identified before any long-term, bonded capital
project is recommended.

3. Short-term debt may be used to fully finance purchases with useful
lifespans of less than 10 years.

4. Major capital projects, such as new construction or major renovations to
existing facilities, may be accomplished through capital or debt exclusions.
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5. Infrastructure or facility maintenance budgets built into the general
operating budget will not be reduced to fund other departmental budgets.

6. To the fullest extent feasible, all capital projects associated with the Town’s
water, sewer and any other enterprise funds shall be financed from user
fees.

F. Capital Project Closeouts

The Town will endeavor to close out all capital projects within six months of
completion or discontinuation. As they are closed out, the Town Accountant will do
the following:

1. For bonded projects with residual balances less than $50,000, the Town
Accountant and Treasurer will propose the Board of Selectmen approve
applying the balances to debt service. :

2. For bonded projects with residual balances in excess of $50,000, the Town
Accountant and Treasurer will propose appropriating the balances for other
capital projects for which the Town may borrow for an equal or greater term
as'the original loan was issued.

3. For projects funded with available revenue (tax levy or reserves) having
residual balances, the Town Accountant will propose reallocating the
‘balances for other capital projects or will close the balances to the
appropriate fund surplus.

References:
M.G.L. c. 44,8 20
M.G.L. c. 44,8 33B

Division of Local Services Best Practice: Presenting and Funding Major Capital Projects

DLS Financial Management Guidance: Capital Improvement Planning Manual and Capital
Improvement Planning Guide — Developing a Comprehensive Community Program
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https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section20
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section33B
https://www.mass.gov/files/documents/2017/09/09/presentingandfundingmajorcapitalprojects.pdf
https://www.mass.gov/files/documents/2017/09/08/Capital%20Planning%20Manual%20Forms%20and%20Instructions_0.pdf
https://www.mass.gov/files/documents/2017/11/16/CapitalImprovementPlanningManual.pdf
https://www.mass.gov/files/documents/2017/11/16/CapitalImprovementPlanningManual.pdf

D — DEBT MANAGEMENT

Background:

To provide for the appropriate issuance and responsible use of debt, this policy defines the
parameters and provisions governing debt management. Policy adherence will help the Town
to responsibly address capital needs, provide flexibility in current and future operating
budgets, control borrowing, sustain capital investment capacity, and maintain or enhance the
Town’s bond rating so as to achieve long-term interest savings.

Debt Management Policy:

Under the requirements of federal and state laws, the Town may periodically issue debt
obligations to finance the construction, reconstruction, or acquisition of infrastructure and
other assets or to refinance existing debt. The Town will issue and manage debt obligations
in such a manner as to obtain the best long-term financial advantage and will limit the amount
of debt to minimize the impact on taxpayers. Debt obligations, which include general
obligation bonds, revenue bonds, bond anticipation notes, lease/purchase agreements, and
any other debt obligations permitted to be issued under Massachusetts law, will only be issued
to construct, reconstruct, or purchase capital assets that cannot be acquired with current
revenues.

A. Debt Financing

In financing with debt, the Town will:

1. Long-term borrowing will take place only for objects or purposes authorized
by state law under M.G.L. Ch. 44, sec. 7 and 8, and will be confined to
infrastructure and capital projects too expensive to be financed from current
revenues. In general, the Town will attempt to finance purchases costing less
than $1,000,000 with operating revenues. ~

2. Refrain from using debt to fund any recurrlng purpose such as current
operating and maintenance expenditures.

3. Long-term debt should not be incurred w1th0ut a clear identification of its
financing sources. Because of the -debt service costs and annual
appropriations necessary to retire this debt, there should be clear knowledge
and commitment of revenue sources available to pay these costs without
competing with operating budgets for limited resources.

4. Where possible, the town will use special assessment, revenues or other self-
supporting revenues to fund general obligation bonds. (ex: light, cable, water)

5. To the extent practicable, user fees will be set to cover the capital costs of
Enterprise type services or activities - whether purchased on a pay-as-you-go
basis or through debt financing - to avoid imposing a burden on the property
tax levy.

B. Debt Limits

The Town will adhere to a debt parameter wherein the outstanding debt shall not
exceed three (3) percent of the Town of Shrewsbury Assessed value.
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C. Structure and Term of Debt

The following shall be the Town’s guidelines on debt terms and structure:

1.

Issue long term debt only for capital projects or assets that have a long useful
life. It should be issued to pay for the cost of significant infrastructure and
capital projects. Long-term debt should not be issued for recurring, small
capital purchases with a useful life of less than five years.

The town will maintain good communications with bond rating agencies
about its financial condition. The town will follow a policy of full disclosure
on every financial report and bond prospectus.

D. Bond Refunding

To achieve potential debt service savings on long -term, tax-exempt debt through
bond refunding the Town will:

1.

Bonds will be paid back within a period not to exceed the expected useful life
of the capital project or the period deflned by state law; whichever is shorter.

The Town kshould‘ attempt rapid debt repayment schedules. This ensures cost
savings to the community and seeks to avoid strapping future generations
with large debt obligations. This policy recognizes that capital needs continue

and that new debt will continue to be identified and issued.

E. Protectidn of Bond Rating
To protect its bond ratlng, the Town will:

1.

‘The town wﬂl retire bond ant1c1pat10n debt within 6 months after completion

of the project. Exception- Town may carry BAN (s) longer if market conditions
are not favorable. AN % :

Refundlng bonds shou’ldw b‘ei 1éSIied only if the present value of debt service

2.
saving exceeds 3 percent of the debt servrce arnount of the refunded bonds.
3. The Town will strive to limit annual increases in debt to a level that will not
materially jeopardize the Town’s Aa3 (Aa2 — Global Scale) credit rating.
References: ‘
M.G.L.c. 41, 8§59 M.G.L. c. 44, § 6A M.G.L.c. 44, §19
M.G.L.c. 41,8 61 M.G.L.c. 44,87 M.G.L.c. 44,820
M.G.L.c.44.84 M.G.L.c. 44,88 M.G.L. c. 44, § 21A

M.G.L.c. 44,86 M.G.L.c. 44,8 17 26 USC § 148

DLS Borrowing Guidelines: Asset Useful Life - Borrowing Limits

DLS Best Practice: Understanding Municipal Debt

DLS Informational Guideline Releases 17-21: Borrowing and 17-22: Premiums and Surplus
Proceeds for Proposition 22 Excluded Debt

Government Finance Officers Association Best Practices: Refunding Municipal Bonds
Internal Revenue Service Guidance: Arbitrage Guidance for Tax-Exempt Bonds
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https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter41/Section59
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section6A
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section19
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter41/Section61
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section7
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section20
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section4
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section8
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section21A
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section6
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section17
https://www.law.cornell.edu/uscode/text/26/148
https://www.mass.gov/service-details/borrowing-guidelines
https://www.mass.gov/service-details/other-best-practices-and-general-guidance
https://www.mass.gov/lists/guidelines-opinions-and-advisories
https://www.mass.gov/lists/guidelines-opinions-and-advisories
https://www.mass.gov/lists/guidelines-opinions-and-advisories
http://www.gfoa.org/refunding-municipal-bonds
https://www.federalregister.gov/documents/2016/07/18/2016-16558/arbitrage-guidance-for-tax-exempt-bonds
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Town of Shrewsbury — Revenues
FY 20 — Fiscal Projection One

24



REVENUE MANUAL

This Revenue Manual has been prepared by the Town of Shrewsbury’s Town Manager’s Office
under the guidance of the Board of Selectmen. It is intended to be a resource for Town
residents and officials by illustrating the following: progressive levels of detail, where the
Town gets its revenue from, and how much revenue is anticipated in the years to come.

If you have any questions, please contact Town Manager Kevin J. Mizikar at 508-841-8508
or kmizikar@shrewsburyma.gov.

Purpose

The Town of Shrewsbury’s fiscal capacity is derived from its ability to levy taxes on property
and charge certain fees for services. This Revenue Manual has been developed to provide a
comprehensive reference of the Town’s various revenue sources and inform the budgeting
process. All of the Town’s major revenue sources are identified and explained in this manual.
Further, given that the Town’s financial resources are limited and often constrain service
levels, historic data is presented and analyzed in order to predict future revenue. This
forecast is provided to ensure resources are maximized without taking unnecessary risk.

As per the Government Finance Officers Association (GFOA), a forecast of projected revenues
and expenditures is a useful management and policymaking tool that enables a municipality
to evaluate the impact of various government decisions over time. Since policy decisions
often affect financial conditions for years to come, it is beneficial to analyze their associated
fiscal impacts over a multiyear period.

In line with the GFOA recommendatlons for financial plannlng and forecasting, the Town of
Shrewsbury has used the following procedure: :

1. Data Collection: Obtain statistical data, along w1th accumulated judgment and
expertise, to support forecasting. :

2. Conduct a Preliminary/Exploratory Analysis: Examlne data to identify major

drivers and important trends. This establishes basic familiarity with the
revenue being forecast and pr0v1des a deeper understanding of a funds
nuances

3. Method Selection: Determine the most appropriate quantitative and
qualitative methods.

In situations where information other than the identified forecasting method can best inform
future outcomes, figures have been adjusted and noted.

Town of Shrewsbury — Revenues
FY 20 — Fiscal Projection One 25



Overview of Budgeted Revenues — Fiscal Year 2019

The Town of Shrewsbury’s single largest source of revenue is derived through the taxation of
real and personal property in accordance with Massachusetts General Laws Chapter 59. For
Fiscal Year 2019 (FY19), property taxes comprise 53.1%. The second largest revenue category
is aid from the Commonwealth of Massachusetts which totaled 18.8%. The third largest
revenue category of revenue comes charges for utility services, 14.9%. The fourth largest
category, known as local receipts, comes from variety of fees for service, permit and license
fees, and excise taxes which totaled 7.5% of all FY19 budgeted income. Free cash represented
3.3% of the Town’s revenue in FY19. 1.1% of FY 19’s revenue is derived from SELCO funds
and Free Cash to Reduce the Levy and the remaining 1.3% of the revenue is comprised of

other internal funds such as the Sale of Cemetery Lots and Title V Repayments.

Other Available Funds

FY 19 REVENUE BREAKOUT

1.3%
Free Cash

0,

3.3%
Local Receipts

07
.57

Utility Revenue

14.9%

State Aid**

18.8%

Tax Levy*

FY19 % of
REVENUE SOURCE Budget Budget
Tax Levy* $76,610,941 53.1%
State Aid** $27,071,598 18.8%
Utility Revenue $21,477,346 14.9%
Local Receipts $10,875,000 7.5%
Free Cash $4,719,846 3.3%
Reduce Levy $1,537,569 1.1%
Other Available Funds $1,884,187 1.3%
Stabilization $o 0.0%
TOTAL $144,176,487 100%

*Includes Exempted Tax Levy
**Includes SBA payments and Chapter 9o payments

53.1%
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REVENUE SUMMARY

Total revenue for FY20 is projected at $140,894,977 a decrease of $3,281,510 or 2.28%. This
decrease is attributed to a reduction in the use of one-time revenues for infrastructure
improvement projects in comparison to FY19. The FY19 Budget included a major $6.5 million
investment in new sewer mains in the Route 20 Corridor to promote economic
development.

The property tax levy in accordance with the provisions of Proposition 2%2 will increase to
$74,581,319, which is $2,599,544 or 3.61% greater than FY19. This includes a 2.5% increase
over the FY19 levy plus $800,000 in estimated new growth. Property tax revenues dedicated
to debt service, which has been excluded from the provisions of Proposition 2V2, will provide
$4,332,590 which is $296,576 less than FY19. Total property tax revenues, including the debt
exclusions, will exceed FY19 by $2,302,968 or 3.01%. The total prOJected FY20 Tax Levy is

$78,913,9009.

State Aid estimates are made up of three components, (1) Cherry Sheet Aid, the annually
recurring aid for education, general government, and other categories, (2) School
Construction Aid, State reimbursements to the Town for borrowing costs the Town incurred
for state-eligible school building projects under the for state system for such projects, and (3)
Highway construction, preservation and improvement aid through the Chapter 9o
formula. The State Aid is projected to increase by 0.75% to $27,275,051.

The Town’s utility operations, solid waste, water and sewer, and storm water are projected to
raise $17,014,100 in revenue during FY20. Additional funds may be appropriated from
available funds in the Treasury to fund other on-going capltal and maintenance projects for
these operations. -

Local Receipts revenues are forecasted to yleld $11,923 379 Wthh is ‘an increase of
$1,048,379 over the FY19 budgeted revenue estimate due to projected increases from a
variety of sources.

A total of $7,649,490 in Free Cash was certified by the Department of Revenue as of June 30,
2018. $231,224 was appropriated at the October 22, 2018 Special Town Meeting leavmg a
revised balance of $7,418,266. The appropriation of these funds must be done so in
accordance with the Town’s Reserve Policy.

The remaining Other Available Funds including revenues related to the sale of Cemetery Lots,
Cemetery Trust, Debt Service revenue from SELCO and Title V Loans, internal Account
Transfers, Bond Interest Reserve, and SELCO revenue to further reduce the tax rate are
projected at $2,004,438 in FY20.
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Changes Proposed in FY 20

In order to more clearly document certain revenues, starting in FY20 the Town Manager
proposes to establish two new enterprise funds and change how the Sewer Special Revenue
Account is managed. Enterprise Funds established through MGL Chapter 44 Section 53F1/2
are proposed for the Town’s drinking water utility and for the management of the new
stormwater utility. Historically, the Town has annually funded the Sewer Special Revenue
Account established by the Acts of 1954 through the consolidated operating budget article at
the Annual Town Meeting. The Town Manager will propose funding Sewer Operations
through a separate article except for those indirect costs handled by other Town department
which will continue to be funded through the operating budget using sewer funds. The Sewer
Department will be segmented to feel much more like an enterprise fund providing greater
clarity in the financial management thereof.

Town of Shrewsbury — Revenues
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TAX LEVY

Description:
Property tax is the primary source of revenue for virtually every Massachusetts municipality.

In Shrewsbury, property taxes represent approximately 53% of annual revenues. Property
taxes are levied on real property (land and buildings) and personal property (equipment) used
by Shrewsbury’s non-manufacturing businesses. State law mandates that community’s
update their property values at least every five years and obtain State certification that such
values represent full and fair cash value. A revaluation was conducted in FY16.

Legal Authority:
M.G.L. c.59, s.21¢

Fiscal Capacity:

Under the Provisions of Proposmon 2 12, property taxes, in the aggregate, may not exceed 2
1/2 % of their “full and fair cash value." ThlS limit is known as the “levy ceiling.” Annual levy
increases may not exceed 2 2 % of the previous year’s levy plus the taxes from any new or
renovated property added to the tax rolls (known as new growth). Any Proposition 2 2
override or debt exclusion amounts approved by voters are added to the levy limit, while all
related school construction reimbursements from the State are subtracted.

Forecast Assumption(s): | k

Property values and new growth for FY20 are preliminary estimates used to project the levy
limit. The FY19 levy limit was $71,981,775. The 2 Y2 % increase allowed for FY20 is
$1,799,544. New growth from construction not previously on the tax rolls is expected to add
$800,000 to the levy. An additional $4,332,590 is added to the tax levy to cover the cost of
debt service for projects approved by the voters as Proposmon 2 1/2 debt exclusion
overrides/exclusions. ThlS added debt exclusmn amount 1s net of state reimbursements
estimated at $2,858,775. 4 = ST

Initial Budget Recommendation: - =
Utilizing the historic data on hand and the forecasting approaches detailed above the initial
projection for FY20 Tax Levy is $78,913,909 broken out as specified on the following page.
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REVENUE SOURCE

Base Tax Levy
Debt Exclusion Overrides
Land Acquisitions*
High School
Oak Middle School
Fire Facilities
Sherwood Middle School
Floral
Library
BAN Beal
Beal Early Childhood Center
Sub-total Debt Exclusions
SBA Funding (Floral)
SBA Funding (HS)
Oak Middle MSBA
Sherwood Middle Bond Prem.

CenTech North Bond Prem. -

FY16
Actual
$63,110,824

$888,900
$3,894,700
$484,055
$527,083
$1,680,000
$421,828
$o
$o
$o

$7,896,566

($585,681)
($2,764,695)
. ($40,671)
($65,545)
' ($1,817)

FY17
Actual
$65,970,001

$858,875
$3,742,000
$464,780
$514,733
$1,650,000
$o
$o
$o
$o0
$7,230,388
($585,681)
($2,764,695)
($40,671)
($62,653)
($1,675)

Net Tax Levy Exempted : $4,438,157 $3,775,013

FY18
Actual
$68,788,408

$828,475
$3,585,250
$450,630
$502,383
$1,615,000
$o
$816,044
$o
$o
$7.797,782
%o
($2,764,695)
($40,671)
($59,280)
($1,523)
$4,931,613

FY19
Budget
$71,981,775

$696,275
$3,433,875
$436,580
$489,083
$1,580,000
$o
$856,054
$o
$o
$7,491,867
$o
($2,764,695)
($40,671)
($55,906)
($1,429)
-$4,629,166

FY20
Rec.

$74,581,319

$530,050
$3,277,875
$422,143
$476,353
$1,540,000
$o
$831,194
$113,750
$o
$7,191,365
$o
($2,764,695)
($40,671)
($52,051)
($1,358)
$4,332,590

TOTAL $67,548,981  $69,745,014 $73,720,021

*Total of four (4) land acquisitions .

$76,610,941 $78,913,909
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STATE AID

Description:
Annually the Commonwealth of Massachusetts provides both restricted and unrestricted aid

to municipalities. Funding amounts are calculated through a variety of formulas and other
means as defined in various statutes. The Governor of Massachusetts normally releases the
initial State budget in late January each year. The Governor’s budget provides municipalities
with the first look at aid that the State provide to cities and towns. The two primary aid
categories are Chapter 70 School Aid and an Unrestricted General Government Aid. This aid
is also known as Cherry Sheet revenue.

Narrative:

Over the past twenty (20) years Shrewsbury seen a growth rate of 5.10% (CAGR); however,
more recently the past five (5) years have witnessed a growth of 0.087% (CAGR). The more
recent leveling of funding is also apparent in the graph below which reveals a decreases in
Shrewsbury’s State Aid as a percentage of total State Aid over the past ten (10) fiscal years.

Shrewsbury’s percent of total State Aid FY oo — FY 19

0.586%

0.571%

FYo1 FYo3 FYo5 FYo7y FYo9 FYu1 FY13 FY15 FY17

Forecast Assumption(s):

Prior to the January 2019 release of the Governor’s state budget and to avoid potential
revenue deficits; a conservative 0.087% increase, based on the five (5) CAGR, has be applied
to General Government Aid and School Aid. School Construction Assistance through the SBA
Program was reported as actual and the remaining revenue comprised within Tax Exemption
Aid and the Cherry Sheet offsets was projected to remain level with FY19. Since the release
of the Governor’s budget in January 2019, the State Aid funding has been adjusted
accordingly; however, it is important to note that the Governor’s budget is a starting point
and subject to change.
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Initial Budget Recommendation:
Following the release of the Governor’s Budget in January 2019 the Fiscal Projection 1 for

FY20 State Aid is $27,275,051 broken out as follows:

STATE AID FY16 FY17 FY18 FY19 FY20
SUMMARY Actual Actual Actual Budget Rec.
Gen. Government Aid $2,708,082 $2,785,550 $3,001,485 $3,115,554 $3,089,558
School Aid $19,267,701 $19,574,876 $19,739,972 $19,911,469 $20,034,278
School Construction $3,350,376 $3,350,376 $2,764,6095 $2,764,605 $2,764,695
Tax Exemptions $86,883 $95,423 $94,769 $99,186 $103,693
Cherry Sheet Offsets $51,267 $42,014 ' $182,211 $194,338 $187,584

Chapter 90 $1,479,320 $992,495 $980,915 $986,356 $987,214

TOTAL $26,943,629 $26,969,382 $26,764,047 $27,071,598 $27,275,051
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General Government State Aid

Description:
UNRESTRICTED GENERAL GOVERNMENT AID (UGGA)

As historical background, in FY10, the Additional Assistance category was combined with
Lottery Aid under a new category called Unrestricted General Government Aid. Between
these two aid categories, Shrewsbury received in excess of $3,129,155 in FY08. While the
UGGA account has increased year over year since its inception, the initial combination
between Additional Assistance with Lottery Aid resulted in a reduction of $674,805 to the
Town.

VETERANS’ BENEFITS

Chapter 115, Section 6, calls for the reimbursement to cities and towns of the costs of
providing assistance to veterans and their dependents. Benefits paid out in accordance with
state guidelines are eligible for 75% reimbursement.

STATE OWNED LAND
Payment in lieu of taxes for state-owned land that is not subject to local property taxes.

CHAPTER 90 ‘

Municipalities providing documentation in compliance with Chapter 149, sections 44J and
26-27F may receive state funds allocated for capital improvement such as highway
construction, preservatlon and improvement projects.

Narrative: ‘

Over the past twenty (20) years, General Government State Aid have seen a growth rate of
1.06% (CAGR) with a decrease of 0.27% in the compound annual growth rate over the past
five (5) years.

Forecast Assumption(s):

The State Aid estimate for General Government fundlng is based on Governor’s projection of
the State revenues in January 2019. The current funding policy increases UGGA aid similar
to state revenue increases; however, it is important to note that the Governor’s budget is a
starting point and subject to change.

Initial Budget Recommendation:
In accordance with the State Aid Budget Recommendation for FY20 found on page

34, the Fiscal Projection 1 recommendation for General Government State Aid is $4,184,801
and broken out as follows:

GENERAL FY16 FY17 FY18 FY19 FY20
GOVERNMENT Actual Actual Actual Budget Rec.
UGGA $2,478,757 $2,678,416 $2,782,874 $2,880,275 $2,958,042
Veteran's Benefits $99,127 $107,134 $97,173 $113,841 $131,516
State Owned Land $130,198 $128,648 $121,438 $121,438 $108,029
Chapter 90 $1,479,320 $992,495 $980,915 $986,356 $987,214

TOTAL $4,187,402 $3,906,693 $3,982,400 $4,101,910 $4,184,801
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School Aid

Description:
SCHOOL AID - CHAPTER 70

The distribution formula calculates a foundation budget for each school district, which
represents the minimum spending level needed to provide an adequate education. The
calculated foundation budget is adjusted each year to ensure it properly reflects changes in
the districts. A target local contribution, based on both a municipality’s aggregated property
value and personal income, is established to determine the ideal level each district should
contribute toward their respective foundation budget.

In FY 19, the Chapter 70 aid calculation starts with the FY18 Chapter 70 apportionment. If
the sum of that amount and the required local contribution is less than the districts
foundation budget aid is added to cover the caps. Each district is guaranteed to receive at
least $30 per pupil in additional Chapter 70 aid. In FY 19 Shrewsbury and 194 other districts
received the minimum aid increase.

CHARTER SCHOOL TUITION ASSESSMENT REIMBURSEMENT

General Laws Chapter 71, Section 89 mandates that the State assess a municipality or regional
school district for the costs associated with pupils attending a Charter School and reimburse
sending districts for the tuition they pay to Commonwealth charter schools. Municipalities
and school districts are reimbursed for this assessment based on funding schedule that is
supposed to follow a pattern of in year one, an amount equal to 100% of the assessment; in
years two through six, an amount equal to 25% of the assessment, after year six, no
reimbursement. This reimbursement is subject to appropriation. If the account is not fully-
funded, then the reimbursement is pro-rated. In previous fiscal years the Governor and
Legislature have appropriated sufficient funds to fund phly the first year reimbursement.

Narrative: % P 2 ‘

Over the past twenty (20) years School Aid has seen a growth rate of 5.66% (CAGR). An
analysis of the compound annual growth rate over the past five (5) years reveals a 0.36%
growth in State Aid. Although slightly greater in percentage, both the twenty (20) and five (5)
CAGR trend for School Aid closely follows the growth trend in Total State Aid over the same
period.

Initial Budget Recommendation:
In accordance with the State Aid Budget Recommendation for FY20 found on page 34,
the Fiscal Projection 1 recommendation for School Aid is $20,034,278 broken out as follows:

FY16 FY17 FY18 FY19 FY20
SCHOOL AID

Actual Actual Actual Budget Rec.
Chapter 70 $19,195,368  $19,524,868 $19,706,038 $19,887,358 $20,008,218
Charter Tuiti
e e— $72,333 $50,008 $33,934 $24,111 $26,060

TOTAL $19,267,701 $19,574,876 $19,739,972 $19,911,469 $20,034,278
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School Construction

Description:
SCHOOL CONSTRUCTION AID

The school construction aid the Town currently receives is for projects completed under an
old State school building assistance program, the SBA program under which cities and towns
borrowed the full amount of debt for a school building project and the state reimbursed the
cities and towns for its share of the project. In 2004, the Governor signed Chapter 210 of the
Act of 2004, which made substantial changes to the School Building Assistance (SBA)
Program. This legislation (Ch. 208) transferred responsibility for the School Building
Assistance Program from the Department of Education to the Massachusetts School Building
Authority (MSBA), operating under the Office of the State Treasurer. The authority is a new
and independent governing body comprised of seven members. The reform legislation
dedicates one cent of the state sales tax to the new off-budget school building trust. Funding
is no longer subject to an annual appropriation from the Legislature and approval of the
Governor, allowing MSBA to prepay its share of project expenses. This streamlined process
saves local communities millions in avoided interest costs and enables the MSBA to
participate in more projects and the Commonwealth.

Forecast Assumption(s): |
The Shrewsbury High School was the Town’s the last school project to receive reimbursement
under the old SBA process.

Initial Budget Recommendation:

In accordance with the State Aid Budget Recommendation for FY20 found on page 34,
the Fiscal Projection 1, F¥Y20 the SBA Program reimbursement will be $2,764,695. The last
construction aid payments for the Shrewsbury High School occur in FY22 which coincides
with the closeout of the Town s debt service Wlth this pI‘O]ect

SCHOOL FY16 ~ FYi7 _ FYi8 FY19 FY20

CONSTRUCTION Actual Actual o Actual Budget Rec.
SBA Program (Floral) $585,681 $585,681 - $o : $o $o
SBA Program (HS) $2,764,695  $2,764,695  $2,764,695  $2,764,695  $2,764,695

TOTAL $3,350,376 $3,350,376 $2,764,695 $2,764,695 $2,764,695
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Tax Exemptions

Description:
There are several categories of property tax exemptions for which the State provides a partial

reimbursement to municipalities. Veterans, blind persons, surviving spouses, and elderly
who meet exemption requirements are eligible. Elderly persons (at least 65 years of age) who
meet certain whole estate or total assets, annual income, and residency requirements, are
eligible for an exemption. The number of exemptions granted is multiplied by the statutory
reimbursement of $500, subject to appropriation. However, if a municipality has adopted
Clause 41B or 41C (Shrewsbury has adopted this section which increases exemption amount
to $1,300), the number of exemptions for which it is reimbursed cannot exceed the number
reimbursed in the most recent year under Clause 41. In addition, municipalities that have
adopted Clause 41B or 41C will be reimbursed for additional costs incurred in determining
eligibility of applicants under these clauses in an amount not to exceed two dollars per
exemption granted For property tax exemptions granted to qualifying veterans, blind
persons, surviving spouses, and elderly persons, the exemption and reimbursement amounts
are as follows:

- Surviving spouses, minor children, and elderly persons:
Clause 17 - $175, full reimbursement |
Clauses 17C, 17C1/2, 17D - $227.50, reimbursement cannot exceed the
amount relmbursed on Clause 17.
- Veterans: -
Clause 22(a-f) - $520 exempted, $225 reimbursed
- Paraplegic veterans, surviving spouses:
Full amount, 100% minus $175 relmbursed (§8A)
- Veterans, loss of one arm, foot, or eye: ‘
Clause 22A - $975 exempted $575 relmbmsed
- Veterans, loss of two arms, two feet, one arm and one leg, or loss of sight:
Clause 22B - $1,625 exempted, $1,075 relmbursed
- Veterans, special adapted housing;:
Clause 22C - $1,950 exempted $1,325 relmbursed
- Veterans, surviving spouses of service members who died in combat zone or who
are missing in action and presumed dead due to combat: -
Clause 22D - 100% exempted- 1st five years of exemption, $2,500 thereafter
- Veterans, 100 percent disability:
Clause 22E - $1,300 exempted, $825 reimbursed
Clause 37A - $650 exempted, $87.50 reimbursed

Initial Budget Recommendation:
In accordance with the State Aid Budget Recommendation for FY20 found on page 34,
the Fiscal Projection 1 FY 20 Tax Exemption Aid will be $103,693.

TAX EXMEMPTION FY16 FY17 FY18 FY19 FY20
AID Actual Actual Actual Budget Rec.
Tax Exemption Aid $86,883 $95,423 $94,769 $99,186 $103,693
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Cherry Sheet Offsets

Description:
Included in the estimated amount of aid to be received from the State are grant funds for

School Choice tuition and libraries. These grants are reserved for direct expenditure by the
departments and cannot be counted as general available revenues. Consequently, as part of
the tax rate preparation process, whatever amount is included within the State Aid estimate
is also included in the non-appropriated expense section as offsetting debits.

The Town has traditionally received three such annual grants — one for the school lunch, one
for school choice, and one for public libraries. In FY16, the State started to account for the
school lunch program differently and it is no longer be reflected on the Cherry Sheet.

SCHOOL CHOICE RECEIVING TUITION

School Choice tuition rates are set at 75 percent of the prior fiscal year operating cost per full-
time equivalent pupil for the receiving school district, with a cap of $5,000. In addition, the
actual special education cost for each pupil with an individualized education plan is paid in
full by the sending district. That amount is determined using the same rate methodology for
specific services as is used in the special education circuit breaker program.

PUBLIC LIBRARIES ,
The library grant is actually three separate grants — the Library Incentive Grant (LIG),
Municipal Equalization Grant (MEG) and the Nonresident Circulation Offset (NRC).

The Board of Library Commissioners measures compliance with all requirements before
voting to certify or deny applicants for grant payments. To _qualify for funding, certain
requirements must be met and the municipal Library Director must submit an application to
the Board of Library Commissioners each year. - Requirements include:

The city or town’s appropriation to operate the public libraries must be equal to or
greater than 102.5% of the average of the 3 preceding years’ appropriations for free
public library service. The Board of Library Commissioners may grant waivers of this
requirement to a limited number of municipalities.

The library must have complied with the minimum standards for free public library
service in the preceding year. There are minimum standards in such areas as library
director’s education, number of hours open, and expenditures for library materials.
The library must submit annual report data as specified by the Board of Library
Commissioners.

The three funding formulas to determine amounts for each municipality are as follows:

1. The Library Incentive Grant (LIG) is distributed to municipalities as follows:

a. Population under 2,500: an amount equal to the amount appropriated for
free public library service in the preceding year; distribution not to exceed
$1,250.

b. Population of 2,500 or over: up to $.50 per capita, provided that at least
$1,250 was appropriated for public library service in the preceding year.
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2. The Municipal Equalization Grant (MEG) distributes the balance in the LIG/MEG
account according to the lottery formula so that municipalities with lower property
values receive proportionately more aid than those with greater property values.

3. The Nonresident Circulation Offset (NRC) is distributed annually by the Board of
Library Commissioners, based upon each community’s share of the total Statewide-
circulated items.

Initial Budget Recommendation:
In accordance with the State Aid Budget Recommendation for FY20 found on page

34, the Fiscal Projection 1 recommendation for Cherry Sheet offsets is $187,584 broken
out as follows: ,

CHERRY SHEET FY16 FY17 FY18 FY19 FY20

OFFSETS -Actual Actual Aétual Budget Rec.
School Choice 44

Receiving Tuition $4,989. $o | $139’913 $145,604 $135,604
Libraries $46,278 $42,014 $42,298 $48,734 $51,080

TOTAL  $51,267  $42,014  $182,211  $194,338  $187,584
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UTILITY REVENUE

Description:
Utility revenue is comprised of the funds generated through the Water, Sewer, Stormwater

and Solid Waste Utilities/Enterprises.

Note as previously stated, the Town Manager will recommend the establishment of two (2)
new enterprise funds to manage the Town’s obligations regarding both Storm water
Management and Water services. Regardless of the account systems utilized (i.e.
Enterprise fund) the Water revenue estimates will be the same. Lastly, revenue projections
for Storm water were not available as of the time this manual was provided and will be
conducted at a later date.

Legal Authority:

Water — Chapter 105 Acts of 1903

Sewer — Chapter 502 Acts of 1954

Stormwater — M.G.L. c. 83 sec. 16

Solid Waste — M.G.L. c. 44 sec. 28¢

Enterprise Accounts — M.G.L. c.44 sec. 53f 1/2

Fiscal Capacity: |

Water and Sewer rates are reviewed regularly by the Water Commissioners (Board of
Selectmen) and Sewer Commissioners to ensure that the fees generated accurately support
the cost to supply the specific service to the community. Likewise, the pricing of both the
PAY-T bags and bulky waste stickers may be adjusted to ensure the receipts received by the
Solid Waste Enterprise offset approximately 50% of the enterprise’s cost.

Narrative:

SOLID WASTE ENT. ERPRISE

The Solid Waste Enterprise was established in 2009 when the Town implemented a Pay-As-
You Throw (PAY-T) program. Through PAY-T programs, residents are charged for the
collection of municipal solid waste—ordinary household trash—based on the amount they
throw away. This creates a direct economic incentive to recycle more and to generate less
waste. The fees generated through the sale of PAY-T are used to offset the cost of solid waste
disposal from the general tax levy. The revenues from this program were never intended to
cover the entire cost of the Town’s solid waste program. Over the past decade, the revenue
generated through the PAY-T program has seen a growth rate of 0.46% (CAGR). During this
time, the prices of the PAY-T bags and bulky-waste stickers have remained consistent with
the pricing set at the inception of the PAY-T program.

WATER

The Shrewsbury Water Department is the Town’s first utility established in 1905. The Board
of Selectmen serve as the Town’s Water Commissioners and are charged with setting the
Water Rates. Water rates are set to ensure the full cost of the operating the utility, including
day-to-day operations, administrative support provided by other Town Departments like
accounting and investments in replacing and maintain the system infrastructure are covered
by the users of the system. The Town uses a conservation based-rate structure that
encourages the efficient use of water by charging customers a higher rate as their water
consumption increases. Over the past twenty (20) years, charges for Water Services have
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seen a growth of 2.590% (CAGR) and between FY10 — FY 18 the average Water Surplus or
ensuing impact on the Free Cash balance is calculated at $468,203.

SEWER SPECIAL REVENUE FUND

The Town established a special revenue fund through which it manages the financial aspects
of the Sewer Utility. Sewer fees, which are set by the Sewer Commission, are based upon
water consumption and are set to ensure the full cost of the operating the utility, including
day-to-day operations, administrative support provided by other Town Departments like
accounting and investments in replacing and maintain the system infrastructure are covered
by the users of the system. Over the past fifteen (15) years, the Sewer Surplus account has
seen a growth of 7.84% (CAGR) however, more recently the past five (5) years have witnessed
a growth of 0.44% (CAGR).

STORMWATER

The Town of Shrewsbury uses a written Stormwater Management Plan (“SWMP”), created
with guidance from the United Stated Environmental Protection Agency (“USEPA”) through
the National Pollutant Discharge Elimination System (“NPDES”) General Permit for Small
Municipal Separate Storm Sewer Systems (“MS4”). From the SWMP, Shrewsbury works to
implement best management practices (“BMPs”) for stormwater runoff such as cleaning catch
basins, and street sweeping.

On May 2007, Article 21, the Stormwater Management Bylaw, was approved by Town
Meeting to set up the authorlty and enforcement of the prohibition of illicit discharges into
our MS4 (discharges that are not entirely comprised of stormwater), and to provide the
framework for the utility fee and stormwater management permit.

On July 2018, the MS4-2016 Permit went hve and, on October 2018 the Town of Shrewsbury
submitted their Notice of Intent for the permit and is waiting for approval by the USEPA.
Forecast Assumption(s):

SOLID WASTE ENTERPRISE

October 24, 2018, the Town of Shrewsbury recelved proposals for the FY19 — FY24 Solid
Waste Collection and Recycling Services. It is highly anticipated that the 2018 changes in the
global recycling market will have a significant impact on recycling costs. Under the Town’s
current contract the hauler is compensated a flat amount for recycling and bears all market
risk in disposal of recyclable materials. The standard in the industry is that the municipality
and hauler share in the cost and profits of the disposal of these materials.

If the Town were to have to contribute even $40 per ton on average to dispose of recycling,
we would see a cost increase of over $105,000 based on FY18 tonnage. Once we have a new
contract in place, we will review the finances of the Solid Waste Enterprise Fund looking
forward over the next five years. With an initial goal of maintaining a level impact of the solid
waste program on the general fund, we may need to consider a 15%-20% cost increase for the
PAY-T bags and other revenue items of the program. In considering this information the
Solid Waste Enterprise Revenue will be held level with FY19 until further information is made
available.
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WATER

FY20 Water revenue projections have been tabulated from the May 8, 2018 Water Rate Study
conducted out of the Town Manager’s Office. This study was conducted at the outset of setting
the FY18 Water Rate Schedule and includes the following projected water revenues: Water
Conservation Fund, Water — Article Closeouts, Water Systems Improvements/Retained
Earnings, Non-Water Revenue, and Water Rate revenue.

SEWER

Recently, necessary infrastructure projects have drawn heavily on the Sewer Surplus account.
In the ensuing years it will be prudent to conduct a Sewer analysis to better understand the
financial health of the enterprise. At this point in time, the Sewer Surplus projection will be
held level with FY18 actual revenue. The Sewer I & I account has been projected at 75% of
the available funds.

It is predicted that additional funds may be appropriated from available funds in the Treasury
and reserves from prior fiscal years to fund other on-going capital and maintenance projects
for the Water and Sewer operations.

STORMWATER ~ ‘

Both of the MS4-2003 and MS4-2016 Permits are unfunded federal mandates with the MS4-
2016 Permit being far more comprehensive and demanding than the previous MS4-2003
Permit, requiring operators to bolster and provide additional services to their stormwater
management program.

On November 2018, the Board of Sewer Commissioners held a public hearing to discuss the
Draft Stormwater Management Rules & Regulations found here (updated January 10, 2019).
The Rules & Regulations provides the framework for the Stormwater Utility Rates for
properties within the Town of Shrewsbury and the Stormwater Management Permit on any
activity disturbing equal to or more than 5,000 square feet. The Town estimated the average
cost to comply with the MS4-2016 Permit to be $1.75 million per year for the first 5 years.

Initial Budget Recommendation:
Utilizing the historic data on hand and the forecastlng approaches detailed on the previous

page, the initial projection for FY20 Utility Revenue is $17,014,100 and broken out as follows:

FY16 FY17 FY18 FY19 FY20
REVENUE SOURCE Actual Actual Actual Budget Rec.
Water Fees $3,733,130 $3,916,316 $4,705,582 $4,262,360 $5,756,405
Solid Waste Enterprise $870,500 $870,500 $878,500 $878,500 $922,500
Solid Waste Retained Earnings $40,000 $45,000 $45,000 $45,000 $46,000
Sewer Surplus $6,846,403 $7,140,352 $8,331,233 $13,883,979 $7,570,000
Sewer I & I Account® $300,000 $427,000 $360,000 $1,000,000 $408,695
Storm Water Fees $o $o $o $o $1,560,500
Stormwater Retained Earnings $o $o $o $o $o
Water Systems Improv.* $1,308,000 $427,166 $315,000 $1,357,507 $700,000
Water Conversation Fund $145,000 $150,000 $50,000 $50,000 $50,000
TOTAL _$13,243,033  $12,976,334  $14,685,315  $21,477,346  $17,014,100

*Includes Article Closeouts
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LOCAL RECEIPTS

Description:
Local receipts are locally generated revenues, other than real and personal property taxes.

Examples include motor vehicle excise, investment income, hotel/motel tax, fees, rentals, and
charges. Annual estimates of local receipts are shown the Tax Rate Recapitulation sheet of
the Town’s annual budget. Projections of local revenues are often based on the previous year's
receipts and represent funding sources necessary to support the community's annual budget.

Local Receipts FY14-FY18 w/0 Water Revenue — Actual vs Estimate
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Approximately 75% of annual Local Receipts are derived

from the Motor Vehicle Excise Tax, Landfill charges for

services pertaining to Ash Disposal and Metals Recovery, Li,clg\ﬁﬁss&
and Licenses & Permits. Over the past twenty (20) years, 8%
Local Receipts have realized a Compounded Annual

Growth Rate (CAGR) of 1.89%. Additional analysis of

these three revenues sources and an aggregate of the LANDFILL
remaining receipts can be found on the following pages. 13%

Forecast Assumption(s):

Over the past five (5) years, the average difference between local receipts budgeted versus
actual is calculated at 17.86% with an average value of $1,721,196. The goal is to budget local
receipts more accurately in future years. This will enable the Town to realize the full benefit of
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this funding source. To ensure the Town’s revenues are balanced and capable of supporting the
desired levels of services, forecast for Local Receipts shall be conservative based on historical
trend analyses and shall use generally accepted forecasting techniques and appropriate data as
detailed below.

In the forecasting of Schedule A - Local Receipt revenues, historic data of actual receipts
collected from FY99-FY18 was gathered. The Town averaged the results of three forecasting
techniques:

1. A Three-Year Moving Average Trend and Forecast Analysis (MA3),
2. Holt Exponential Smoothing Analysis (Holt ES), and
3. Damped Trend Exponential Smoothing Analysis (Damped ES).

The averaging of these three forecasting techniques helps to correct for the potential noise
and error within the modeling (a procedure recommended by the GFOA). The FY20
recommendations were then calculated at ninety (90) percent of the averaged forecasted
value.

To avoid potential revenue deficits, the calculated recommended forecast values were
compared against the two (2)-year CAGR increase on prior year actuals and 100% of the prior
three (3) year’s average actual collections. The CAGR percentage in FY 20 is based on a twenty
(20)year-period with the intent increasing the running value with each subsequent
year. Finally, at no point were Local Receipt recommendations in excess 98% of prior year
actuals.

This forecasting approach has been applied to the aggregate of Local receipts, MVE revenue,
Landfill - Ash Disposal and Metals Recovery receipts, Licenses and Permits revenues, and the
remaining receipts (grouped). The budgeting approaches and policies as a whole are
intended to outline objectives, provide direction, and define authority to help ensure sound
fiscal stewardship and management practices. Each should be periodically reviewed and
updated as necessary. - PN =T

Initial Budget Recommendation FY 20:
Utilizing the historic data on hand and the forecastmg approaches detailed above, in the

initial projection for the total FY20'Schedule-A Local Receipts is $11,923,379 and comprised

as follows:
SCHEDULEA - FY16 FY17 FY18 FY19 FY20
LOCAL RECEIPTS Actual Actual Actual Budget Rec.
MVE $5,550,798  $5,759,188 = $6,329,134 $6,000,000  $6,082,454
Landfill $1,806,814  $1,493,766  $2,475,224 $1,450,000 $1,941,767
Licenses & Permits $782,013 $1,055,131 $958,277 $874,000 $933,488
Remaining Permits $2,634,917 $2,805,592 $3,146,837 $2,551,000 $2,065,670

TOTAL $10,864,542 $11,113,677 $12,909,472 $10,875,000 $11,923,379

*See MVE Forecast Assumptions page 23
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Motor Vehicle Excise Tax (MVE)

Description:
A locally imposed annual tax assessed to owners of motor vehicles registered to an address

within the Town of Shrewsbury, in accordance with MGL Chapter 60A. Owner registration
and billing information is maintained by the State Registry of Motor Vehicles and is made
available to the Town.

Motor Vehicle Excise FY14-FY18 — Actual vs Estimate
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Legal Authority:
M.G.L. c.60A
M.G.L. c.59, s.2
Fiscal Capacity:

The excise tax rate is set by State statute at $25.00 per $1000 of vehicle value. The excise tax
law (M.G.L. c.60A, s.1) establishes its own formula for valuation for state tax purposes
whereby only the manufacturer’s list price and the age of the motor vehicle are
considered. Every motor vehicle owner must pay an excise tax based on valuation of at least
ten percent of the manufacturer’s list price; thus, owners of vehicles older than five years
should have a fixed excise tax bill for succeeding years of ownership. Even though an owner
may have applied for an abatement that may reduce an excise tax bill, no excise shall be less
than $5.00.

Narrative:

Over the past twenty (20) years, MVE receipts have realized a CAGR of 3.32%. Over the past
five (5) years, the average difference between MVE receipts budgeted versus actual is
calculated at 10.28% with an average value of $511,244. In fiscal year 2018 due to factors
outside of the control of the Town, MVE billing was delayed resulting in lower receipts
actually collected in comparison to the historic trend. It should be noted that the total amount
of MVE billed during FY18 is consistent with the overall five-year trend.
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Forecast Assumption(s):

In considering the FY20 estimate for MVE receipts, it is important to review in greater detail
the timing of the FY18 commitments (billing). $633,261in commitments dated June 27,2018
would have normally been billed in May increasing the likelihood that those revenues would
have been received in FY18. Assuming a conservative estimate wherein 80% of commitments
were collected prior to June 30, 2018, FY18 receipts should have generated $6,329,134 and
an 8.63% margin between budgeted and actual. For the sake of our analysis this corrected
value of $6,329,134 will be used for the FY18 actuals value.

Initial Budget Recommendation:

In accordance with the Initial Budget Recommendation for FY20 found on page 45,
the initial recommendation for MVE receipts is $6,082,464.

MVE Receipts Comparison*
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$6,329,134

$6,300,000

$6,200,000

$6,100,000

$6,000,000

$5,900,000

$5,800,000

FY 18
Actual

$6,082,464
$6,000,000
FY 19 FY 20
Budget Recommended

*As indicated in the Forecast assumptions the FY18 actuals used in this
estimate are corrected with the late commitments. It will be necessary to
properly account for this in future budget estimations.
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Landfill — Ash Disposal & Metals Recovery

Description:
An annual fee collected in monthly installments, based on cubic yardage (CY) of airspace

consumed for the storage of materials deposited in the Landfill by Wheelabrator, Millbury
Inc. along with the annual fee collected in monthly installments for the metals recovery
activities.

Landfill Receipts FY14-FY18 — Actual vs Estimate*
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* FY17 and FY18 receipts includes payments for the Metals Recovery activities of $109,157
and $86,126 respectively.

Legal Authority:

Terms set forth in the 2007 Landfill Operation Agreement between the Town of Shrewsbury
and Wheelabrator Millbury Inc. and the Amendment dated July 1, 2015.

Landfill/Trash collection Charges c. 44, § 28 C(f)

Fiscal Capacity:

Ash Disposal - Contract details fee tranche ranges of cubic yardage (CY) of ash disposed
multiplied by a Base Landfill Disposal Fee (BLDF) corrected by a yearly change in CPI. The
total annual fee paid to the Town is paid in monthly installments equal to one-twelfth (1/12)
of the fee for the current fiscal year computed by assuming that the volume of the Landfill
Acceptable Waste that will be deposited at the Landfill will be the same as the prior fiscal
year. At the end of the fiscal year the NET CY consumed is reconciled and any additional
payment is made to the Town.

Metals Recovery - Wheelabrator will pay an annual fee, in lieu of all municipal personal
property taxes on the installed metals recovery equipment, not including any mobile
equipment, located at the landfill, calculated based on the assessed value of the equipment
during the first year of the operation, at the established Town tax rate for personal property
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during the first year of commercial operation. The agreed upon initial value was $81,869 per
year which will escalate at seventy-five (75) percent of any increase in CPI concurrent with
the Ash Disposal fee.

Narrative:

Over the past twenty (20) years, charges for services related to Ash Disposal at the Town’s
Landfill receipts have seen a compound annual growth rate of 0.73%. Over the past five (5)
years, the average difference between Ash Disposal receipts budgeted vs actual is calculated
at 30.26% with a value of $383,703. The decline in receipts in FY16 — FY17 and the
subsequent increase in receipts in FY18 may best be explained by the construction and
addition of the Recyclable Metals Recovery Operation at Wheelabrator Millbury Inc. wherein
now additional ash may be processed on a yearly basis.

Forecast Assumption(s):

With the successful completion of the Recyclable Metals Recovery program the volume of ash
disposed is expected remain steady year over year through FY22. By FY23 it is expected that
Ash previously disposed at other facilities will be diverted to the Shrewsbury facility
increasing the annual tonnage by approximately 125,000 tons.

Since the annual fee of Ash disposal each fiscal year is based on the prior year’s cubic yardage
of ash disposed multiple by the BLDF our FY20 recommendation additionally assessed the
average forecasted values, detailed in the Forecast Assumption section, with the
calculated value for FY19 (FY18 CY multiplied by FY19 BLDF rates)

Annual Ash Disposal (CY) — FY03-FY18
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It must be noted, the term of the current landfill agreement with the Town of Shrewsbury and
Wheelabrator Millbury Inc. ends in 2028 at which point the landfill is expected to be full. It
is feasible additional land might be acquired for the construction of new disposal cells;
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however, the Town should also seek alternative revenue options over the coming years, as a
means to better transition, if the ash disposal receipts are no longer viable after 2028.

Initial Budget Recommendation:

The initial recommendation for Ash Disposal receipts is $1,941,767 of which $80,000 is
expected to be derived from the Metals Recovery activities. This recommendation has been
developed in accordance with the Initial Budget Recommendation for FY20 found on

page 45.

Disposal Receipts Comparison*
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*FY20 recommendation includes receipts both for Ash Disposal and for
the Metals Recovery activities.
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Licenses & Permits

Description:
Fees charged for activities regulated through the Town of Shrewsbury Bylaws concerning the

health, safety, and welfare of the public that included revenues from alcoholic beverage
licenses, including temporary (one day) licenses; any license or permit fee collected by a
department including marriage and victualer's licenses, building, electrical, plumbing and gas
permits.

The primary revenue source in this category are building permits which comprise roughly
70% of the total revenue. The Town must issue a building permit before any construction,
alteration, moving, demolition, or repair is performed on a new or existing structure within
the Town limits.

Licenses & Permits FY14-FY18 — Actual vs Estimate
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Legal Authority:

Commonwealth of Massachusetts State Building Code, 8th Edition (780 CMR)
IRC-2009, IBC-2009, IECC-2015, IEBC-2009

Commonwealth of Massachusetts Fuel Gas and Plumbing Code (248 CMR 1-7)
M.G.L. c.136, M.G.L. c.138, M.G.L. c.140, M.G.L. c.148

Board of Selectmen

Fiscal Capacity:

Building permit fees for both residential and commercial projects are based on the value of
the work to be performed. Our fee structure has been established by authorization designated
in the statutes listed above. The fee is calculated based upon the total cost listed on the
Application for Permit to build by the applicant.
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Narrative:

Over the past twenty (20) years, receipts for Licenses & Permits have seen a growth rate of
4.43% (CAGR). Over the past five (5) years, the average difference between Licenses &
Permits budgeted vs actual is calculated at 20.28% with an average value of $150,759.

Forecast Assumption(s):

The impressive growth in FY17 receipts may best be attributed to the construction of a 60 acre
mixed use development known as Lakeway Commons. Unfortunately, in the final
calculations of receipts in setting the FY 18 tax rate, too great an emphasis was placed on one
time fees actually realized in FY17. Though the FY 18 receipts showed a year over year growth,
the -20.5% difference between budgeted and actual is directly related to this overemphasis
on one time fees. It is anticipated by FY 20, Electrical Inspections will be transferred from
SELCO and fall under the preview of the Building Department. This transition will generate
roughly $100,000 in additional receipts.

Initial Budget Recommendation:
In accordance with the Initial Budget Recommendation for FY20 found on page 45,
the initial recommendation for Licenses & Permit receipts is $933,488.

Licenses & Permits Receipts Comparison
$980,000

$958,277

$960,000

; $933,488
940,000

$920,000

$900,000

$880,000 $874’000

$860,000

$840,000

$820,000
FY 18 FY 19 FY 20
Actual Budget Recommended

Town of Shrewsbury — Revenues
FY 20 — Fiscal Projection One 52



Remaining Receipts

Description:
Including fees charged for activities regulated through the Meals Tax, Penalties and Interest,

Payment in Lieu of Taxes, Rentals, Departmental Revenues, Medicaid Reimbursement and
Investment income.

Remaining Receipts FY14-FY18 — Actual vs Estimate
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Legal Authority:

830 CMR 64H.G.5: Sales Tax on Meals

830 CMR 64G.1.1: Establishments Subject to Room Occupancy Excise Tax
Board of Selectmen

Board of Health

Various Town Departments

Fiscal Capacity:

In 2009, the Legislature gave the authority to Town Meeting to adopt optional increases to
the meals and hotel taxes. At that time, only the State collected revenue from the meals tax
of 5%. Cities and towns were allowed to add an additional 0.75%. The State allowed cities and
towns to increase the room occupancy tax by 1% to a total of 5%. Both of these optional taxes
were adopted by Town Meeting in the fall of 2009 to go into effect January 1, 2010. For
communities that adopted these taxes with this effective date, they were allowed to estimate
six months of collections in FY2010, eleven months in FY2011, and a full twelve months
thereafter.
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Narrative:

Over the past twenty (20) years, the Remaining Receipts have seen a growth rate of 0.77%
(CAGR). Over the past five (5) years, the average difference between the Remaining Receipts
budgeted vs actual is calculated at 31.2% with an average value of $675,061.

Forecast Assumption(s):

In grouping the remaining receipts into a single category, it is imperative to remain
conservative in our forecasting projections as to not over or under articulate the nuances of
each receipt. The averaging of the three forecasting methods and comparing them with the
compounded annual growth rate proved helpful in the creation of a conservative trend. As
time allows, individual receipts may be broken out and analyzed separately so that we may
better understand the nuances of each.

Initial Budget Recommendation:
In accordance with the Initial Budget Recommendation for FY20 found on page 45,
the initial recommendation for the Remaining receipts is $2,965,670.

Remaining Receipts Comparison

$3,500,000
$3,146,837

$3,000,000 $2,965,670

$2,551,000
$2,500,000
$2,000,000
$1,500,000

$1,000,000

$500,000

$0
FY 18 FY 19 FY 20
Actual Budget Recommended

Town of Shrewsbury — Revenues
FY 20 — Fiscal Projection One 54



FREE CASH

Description:
Free Cash, which is certified as of July 1 each year by the Commonwealth's Department of

Revenue (DOR), represents the portion of General Fund surplus revenue that is unrestricted
and available for appropriation. These funds, once certified, may be used to support
supplemental appropriations during the year, to support the ensuing fiscal year's budget, to
reduce the tax levy, or to serve as emergency reserves. Free Cash is generated when the actual
operating results compare favorably with the budget, such as when actual revenues exceed
the original estimates and/ or when actual expenditures are less than amounts that were
appropriated. It is also affected by increases or decreases in uncollected property taxes,
deficits in non-General Fund funds, and any other legally incurred operating deficits, such as
snow removal overdrafts.

CERTIFIED FREE CASH HISTORY as of July 1
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Legal Authority:

Commonwealth’s Department of Revenue
Finance Committee

Board of Selectmen

Fiscal Capacity:

The DOR recommends that towns maintain a Free Cash balance equal to no less than 5% of
their fiscal year operating budget. In October 2017, the Board of Selectmen adopted a fiscal
policy calling for no less than a 4% Free Cash and Stabilization reserve.

Narrative:
Over the past decade, the average Free Cash balance as a percentage of the Operating
Budget is 5.1% after adjusting for water revenue.
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Forecast Assumption(s):
Every effort will be made to maintain as high a Free Cash balance as possible to prepare the
community for future fiscal years.

Initial Budget Recommendation:
The Town’s Free Cash balance as of June 30, 2018 was $7,649,490. In accordance with Town

policy, it is recommended that $3,764,100 of the existing balance, be appropriated towards
FY2o.

FY16 FY17 FY18 FY19 FY20
Actual Actual Actual Budget Rec.
Free Cash Appropriated = $3,709,000 $3,847,697 - $3,770,000 $4,719,846 $3,764,100

FREE CASH
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REDUCE LEVY

Description:
Revenues comprised within this category include Free Cash and SELCO revenue to further

reduce the Tax Rate.

Legal Authority:
Board of Selectmen

Fiscal Capacity:
The diversity of this revenue category makes it challenging to accurately describe its fiscal
capacity.

Narrative: : ,

Between FY11 — FY 18 the revenues comprised within the Other Available Funds category
have accounted for an average of $1,483,277 or 1.28% of the Total Revenues. The capacity
derived from these sources are unique and roughly 67% of the revenue within this category
are generated through an agreement with SELCO.

Forecast Assumption(s): |
To avoid potential revenue deficits projected revenues within the Other Available Funds
category have been held level with FY 19.

Initial Budget Recommendation:
Utilizing the historic data on hand and the forecasting approaches detailed above the initial

projection for FY20 Other Available Funds is $1,537,569 broken out as follows:

OTHER AVAILABLE ~FY16 —_ FY17y - FY18 - "~ 'FY19 FY20

FUNDS Actual -~ Actual - Actual Budget Rec.

Free Cash (reduce levy) $500,000 $500,000 _ $500,000 $500,000 $500,000
Municipal Light (reduce levy)  $237,569 $237,569 $237,569 $237,569 $237,569
CATV Revenue (reduce levy) $800,000 $800,000 $800,000 $800,000 $800,000

TOTAL  $1,537,569 $1,537,569 $1,537,569 $1,537,569 $1,537,569
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OTHER AVAILABLE FUNDS

Description:
Revenues comprised within this category include those related to the sale of Cemetery Lots,

Cemetery Trust/Stabilization, Debt Service revenue from SELCO and Title V Loans, internal
Account Transfers, and Bond Interest Reserve.

Legal Authority:
M.G.L. c.114
310 CMR 15.000 - MA DEP

Fiscal Capacity:
The diversity of this revenue category makes it challenging to accurately describe its fiscal
capacity.

Narrative: '

Between FY11 — FY 18 the revenues comprised within the Other Available Funds category
have accounted for an average of $1,319,980 or 1.15% of the Total Revenues. The capacity
derived from these various sources are unique with a majority of the revenue within this
category generated through an agreement with SELCO.

Forecast Assumption(s): ‘ ;

To avoid potential revenue deficits projected revenues within the Other Available Funds
category have been held level with FY 19 with the following exceptions: Light Revenue
associated with Debt Service, Title V Loan Repayments, and Account transfers. For both the
Light debt service revenue and the Title V. Loan Repayments alternate values are readily
available within the Town’s debt service schedule ‘ D

Initial Budget Recommendation: ’
Utilizing the historic data on hand and the forecastlng approaches detailed above the initial

projection for FY20 Other Available Funds is $466,869 bljgken out as follows:

OTHER AVAILABLE FY16 FY17 -  FY18 | FY19 FY20
FUNDS Actual Actual  Actual . Budget Rec.
Sale of Cemetery Lots $18,000 ' $18,000 $18,000 $18,000 $18,000
Light Revenue (Debt Service) $592,200 $578,475 $564,225 $444,600 $438,600
CATV Revenue (Debt Service) $o $o $o $o $o
Title V Loan Repayments $15,100 $15,100 $15,100 $15,100 $10,269
Account Transfers $575,583 $242,974 $99,736 $1,396,487 $o
Cemetery Trust $75,000 $o $25,000 $10,000 $o
Bond Interest Reserve $0 $8,900 $750,000 $0 $0

TOTAL  $1,275,883 $863,449 $1,472,061 $1,884,187 $466,869
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CLOSING COMMENTS

The revenue projections and figures represented throughout this document are accurate as of
the date of this publication. As previously indicated, the intent and purpose of this document
is to encourage and develop a clear and transparent budgetary process by providing an in
depth detail of the Town’s revenues. This revenue manual is a living document that will serve
as a guiding budgetary baseline for the departments throughout the preparation of the FY20
budget and will evolve several times throughout the process.

Please do not hesitate to reach out to Town Manager Kevin J. Mizikar at 508-841-8508 or
kmizikar@shrewsburyma.gov with any questions or concerns regarding the Revenue Manual
and the preparation of the FY20 budget.
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EXPENDITURES

The following sections detail how the revenues projected for fiscal year 2020 will be allocated and
expended. The Town of Shrewsbury is required to pass a balanced budget meaning that it can only
propose to spend the funds that it can lawfully raise. This section is arranged in progressively
detailed layers to hopefully enable readers to both understand how the revenues detailed in the
previous sections are categorically divided for expenditure and dive deep into the line items where
ever dollar to be spent is accounted for.

The first section includes four balance sheets. The Master Balance Sheet includes all revenues and
expenditures proposed for fiscal year 2020 on a single sheet of paper. Following thereafter are
balance sheets for each of the four utilities of the Town. Note that this does not include SELCO
operations which are funded and account for through an entirely separate process. Each utility
balance sheet ties back to the Master Balance sheet. Utility balance sheets are provided to
demonstrate to the public the portion of total costs of a service that is recovered through user charges
and the portion that is subsidized by the tax levy, if any.

Following the balance sheets, the fiscal year 2020 operating budget is presented both summary
format and line item detail. This section provides a comprehensive look at expenditures for
municipal and utility operations. Details on the expenditure of funds by the School Department can
be found in Superlntendent Dr. Joseph Sawyer s budget document.
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MASTER BALANCE SHEET

REVENUE

TAXATION $73,781,319
New Growth $800,000
Exempted Tax Levy $4,332,590
STATE AID (INCLUDES SBAB PAYMENT) $27,275,051
OVERESTIMATES $0
SCHEDULE A RECEIPTS $11,923,379
SOLID WASTE REVENUE $968,500
SEWER REVENUE $7,978,695
WATER REVENUE $6,506,405
STORM WATER REVENUE $1,560,500
FREE CASH $3,764,100

OTHER AVAILABLE FUNDS
Sale of Cemetery Lots $18,000
Light Revenue (for Debt Service) $438,600
Title V Loan Repayments $10,269
Account Transfers (ATM) $0
Cemetery Trust/Stabilization $0
Bond Interest Reserve $0

REDUCE LEVY

Free Cash $500,000
Municipal Light $237,569
CATV Revenue | _ $800,000
| Total Revenue $140,894,977
OPERATING BUDGET - $119,086,489
SOLID WASTE EXPENSES i $2,254,969
SEWER EXPENSES $7,208,709
WATER EXPENSES $4,886,799
STORM WATER EXPENSES $1,455,078
CHERRY SHEET OFFSETS $187,584
STATE AND COUNTY CHARGES $1,032,400
CMRPC $10,199
OVERLAY $481,000
OVERLAY DEFICIT $0
ATM/STM RESERVE $0
FY 2019 DEFICITS/BILLS PRIOR YEAR $0
SALE OF LOTS $18,000
CAPITAL IMPROVEMENT PLAN $2,411,500
OTHER WARRANT ARTICLES $1,861,414
Total Charges $140,894,140
Surplus/(Deficit) $837
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UTILITY BALANCE SHEETS

Description:
The Town currently operates three utilities providing solid waste, drinking water and sanitary sewer

services and maintaining the infrastructure related to these service areas. In FY20, the Town will
begin operating a Stormwater Utility in order to meet unfunded mandates from the Federal
Environmental Protection Agency. The financial management and accounting of these utilities are
held separate from the General Fund in order to demonstrate to the public the portion of total costs
of a service that is recovered through user charges and the portion that is subsidized by the tax levy,
if any.

Two articles will be proposed for the creation of enterprise funds for the financial management of
the Water and Stormwater Utilities in accordance Massachusetts General Laws Chapter 44 Section
53 F1/2. An enterprise fund, authorized by MGL Ch. 44 § 53 F1/2, is a separate accounting and
financial reporting mechanism for municipal services for which a fee is charged in exchange for
goods or services. ‘

With an enterprise fund, all costs of service delivery--direct, indirect, and capital costs--are
identified. This allows the community to recover total service costs through user fees if it chooses.
Enterprise accounting also enables communities to reserve the "surplus" or retained earnings
generated by the operation of the enterprise rather than closing it out to the general fund at year-
end.

A separate balance sheet has been provided for each utility below. Direct costs include the salaries,
and wages of employees while that exclusively work on the delivery of the service, as well as the
materials and supplies, and other associated operating costs such as utilities, training and
travel. Indirect costs include shared administrative expenses within the work unit and in one or
more support functions outside the work unit (e.g., legal, finance, human resources, facilities,
maintenance, technology). Direct costs are detailed in the operating budget of the respective utility
while indirect costs are within the Town Department that provides the service to the utility. All
revenue an expenses are accounted for on the Master Balance Sheet.

UTILITY BALANCE SHEEETABLE OF CONTENTS

SOLID WASTE = | PAGE
Direct Charges ..... Mheedberreestheborediintinsanansanes 64
WATER -
Direct Charges......cccccceveeeeeeciieeeecieeeeennne. 65
Indirect Charges........ccccceeeeeuveeeecireeeenee. 66
SEWER
Direct Charges......cccccovveeeeecireeeecireeeennne. 67
Indirect Charges........ccccceeeeevveeeecireeeennnee. 68
STORM WATER
Direct Charges......ccccccvveeeeeciveeeecireeeennee 69
Indirect Charges........ccccceeeeevveeeecireeeennnee. 70
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SOLID WASTE

The Solid Waste Enterprise was established in 2009 when the Town implemented a Pay-As-You
Throw (PAY-T) program. Through PAY-T programs, residents are charged for the collection of
municipal solid waste—ordinary household trash—based on the amount they throw away. This
creates a direct economic incentive to recycle more and to generate less waste. The fees generated
through the sale of PAY-T are used to offset the cost of solid waste disposal from the general tax
levy. The program’s fee structure has been designed to cover roughly 50% of the program
expenses.

FY 20 costs associated with the processing and disposal of recycling materials present a new
category of fees for the Town in the coming agreement. The recycling disposal fee includes a
Processing Fee per ton of recycling materials. When the commodity value of the recyclable material
falls below the Processing Fee the Town’s share is 100% and when the commodity value is
greater than the Processing Fee the Commodity value is shared between Casella and the Town.

REVENUE
BAG SALES $880,000
STICKER SALES $39,000
RETAINED EARNINGS $46,000
MISC. REVENUE $3,500
F[) o Total Revenue $968,500
CHARGES
DIRECT CHARGES
COLLECTIONS $1,481,219
TRASH DISPOSAL ; : $465,000
RECYCLING DISPOSAL $112,000
BAG MANUFACTURING $180,000
HAULER FUEL SURCHARGE = $7,500
MISC. EXPENSES $9,250

Total Charges $2,254,969

Surplus/(Levy) ($1,286,469)
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WATER

The Shrewsbury Water Department is the Town’s first utility established in 1905. The Board of
Selectmen serve as the Town’s Water Commissioners and are charged with setting the Water Rates.
Water rates are set to ensure the full cost of the operating the utility, including day-to-day
operations, administrative support provided by other Town Departments like accounting and
investments in replacing and maintain the system infrastructure are covered by the users of the
system. The Town uses a conservation based-rate structure that encourages the efficient use of
water by charging customers a higher rate as their water consumption increases.

REVENUE
WATER RATES , $5,756,405
WATER SYSTEM IMPROVEMENTS ACCOUNT $700,000
WATER CONSERVATION FUNDS WATER ‘ $50,000
PROJECT/ACRTICLE CLOSEOUTS : $0
‘ ' _Total Revenue $6,506,405
CHARGES
DIRECT CHARGES
OPERATIONS

Salaries 1 | 1A $53,471
~Salaries2 , | $0
Salariesig &y o 0TF T 8 ) A8 A ies $446,339
Expenses 4-5-6 e et ) $958,000
New Equipment8 T 2 | $0
Separate Approprlatmns 9 == "N o $885,989
_Total Operations _ $2,343,799

CAPITAL INVESTMENTS ,
Water Main Replacement ' : $1,900,000
Home Farm Well 6-1 Replacement $425,000
Replace Air Compressor (1996) $45,000
Replace Pick Up Truck 66 (2010) $58,000
Replace Dump Truck (2001) $115,000

Total Capital Investments $2,543,000

TOTAL DIRECT CHARGES $4,886,799
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WATER CONTINUED
INDIRECT CHARGES - Accounted for in Town Operating Budget

DEBT SERVICE
Water System Improvements 2009 $69,550
Water Treatment Plant July 2017 (Temp) $26,250
Water Treatment Plant 2018 Permanent $725,004
TOTAL DEBT SERVICE $820,804
INDIRECT COSTS ,

General Financial Administration $54,607
DPW Administrative Support $186,980
IT Support $46,200
Health Insurance Active - DPW Dir, Biz Mgr. GIS $8,213
Increase (10%) ‘ : $821

Health Insurance Active - Business Management
Division Staff $20,419
Increase (10%) $2,042
Health Insurance Active - Workers $41,813
Increase (10%) $4,181
Health Insurance Retired $35,072
Increase (10% - Six Months) $1,754
Life Insurance Actlve =8 et i =y $382
Life Insurance Retired R T $458
Medicare (On All Salarles) $9,132
Pension : l $239,842
Gasoline & D1ese1 - = $40,184
Workers Compensation SRR $8,084
Property, Gl & Boiler $12,351
Auto RN $10,678
Bill Printing $1,170
Postage $3,900
Transfer to OPEB Trust $70,519
TOTAL INDIRECT OPERATING COSTS $798,803

TOTAL INDIRECT CHARGES  $1,619,607
TOTAL WATER CHARGES  $6,506,405

SURPLUS/(LEVY) ($0)
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SEWER

The Sewer Operations is managed through a Special Revenue Fund established through special
legislation in 1954 and accepted by the Town April 4, 1955. Akin to M.G.L. c. 83 section 16,
Chapter 502 Acts of 1954 stipulates that the Town may adopt a sewerage system wherein a separate
accounting and financial reporting mechanism for sewer services for which a fee is charged in
exchange for goods or services. Similar to an Enterprise Fund, this special legislation allows a
community to demonstrate to the public the portion of total costs of the sewerage system that is
recovered through user charges.

REVENUE
SEWER SURPLUS FUND : $7,570,000
INFLOW & INFILTRATION FUND R e $400,000
SEWER PROJECT/ACRTICLE CLOSEOUTS / $8,695
: ' Total Revenue  $7,978,695
CHARGES ‘ '
DIRECT CHARGES
OPERATIONS ] ‘
Salaries 1 ‘ $53,471
Salaries 2 ‘ 11 $0
Salaries3 , | | $367,358
Expenses 4-5- B Ve (0T ST E L EE $568,000
New Equipment 8 o 1 i ’ $o
Separate Appropriations9 -~ - / ‘ $4,599,879
: == TOTAL OPERATIONS $5,588,709
CAPITAL INVESTMENTS .
Inflow & Infiltration Work = ; ‘ $400,000
Sewer Pump Station Evaluation : # $300,000
Radio Telemetry Upgrade $300,000
Sewer Pump Station Improvements : $500,000
Beal $120,000

TOTAL CAPITAL INVESTMENTS $1,620,000

TOTAL DIRECT CHARGES $7,208,709
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SEWER CONTINUED
INDIRECT CHARGES - Accounted for in Town Operating Budget

DEBT SERVICE
MWPAT Projects $24,309
Sewer Interceptor #1 $54,805
Sewer Interceptor #2 $231,311
TOTAL DEBT SERVICE $310,425
INDIRECT OPERATING COSTS

General Financial Administration $54,607
DPW Administrative Support $186,980
IT Support $46,200
Health Insurance Active - DPW Dir, Biz Mgr. GIS $8,213
Increase (10%) : $821

Health Insurance Active - Busrness Management
Division Staff $20,419
Increase (10%) $2,042
Health Insurance Active - Workers $41,915
Increase (10%) $4,101
Health Insurance Retired $9,607
Increase (10% - Six Months) $480
Life Insurance Active - Workers o =y $229
Life Insurance Retired o e 2 $102
Medicare (On All Salarles) 2 $6,102
Pension 7 = = $30,361
Gasoline & Diesel - = $6,287
Workers Compensation SRR $6,654
Property, Gl & Boiler $6,613
Auto N $3,058
Bill Printing $1,170
Postage $3,900
Transfer to OPEB Trust $19,610
TOTAL INDIRECT OPERATING COSTS $459,562

TOTAL INDIRECT CHARGES  $769,987
TOTAL SEWER CHARGES $7,978,695

SURPLUS/(LEVY) ($0)
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STORMWATER

The Town of Shrewsbury uses a written Stormwater Management Plan (“SWMP”), created with
guidance from the United Stated Environmental Protection Agency (“USEPA”) through the
National Pollutant Discharge Elimination System (“NPDES”) General Permit for Small Municipal
Separate Storm Sewer Systems (“MS4”). From the SWMP, Shrewsbury works to implement best
management practices (“BMPs”) for stormwater runoff such as cleaning catch basins, and street
sweeping.

On May 2007, Article 21, the Stormwater Management Bylaw, was approved by Town Meeting to
set up the authority and enforcement of the prohibition of illicit discharges into our MS4
(discharges that are not entirely comprised of stormwater), and to provide the framework for the
utility fee and stormwater management permit.

On July 2018, the MS4-2016 Permit went live and, on OCtobér 2018, the Town of Shrewsbury
submitted their Notice of Intent for the permit and is waiting for approval by the USEPA.

REVENUE ‘
STORMWATER FEES ‘ . $1,560,500
STORMWATER RETAINED EARNINGS : $0
Total Revenue $1,560,500
CHARGES
DIRECT CHARGES =
OPERATIONS e
Salaries 3 LR $149,578
Expenses 4-5-6 o $885,500
New Equipment 8 - ‘ $0
Separate Appropriations 9 & Allowance for Abatements $170,000
‘ Total Operations $1,205,078
CAPITAL INVESTMENTS

Drainage Projects $250,000
Total Capital Investments $250,000

TOTAL DIRECT CHARGES $1,455,078
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STORMWATER CONTINUED
INDIRECT CHARGES - Accounted for in Town Operating Budget

DEBT SERVICE
TOTAL DEBT SERVICE $0
INDIRECT COSTS

General Financial Administration $27,304
DPW Administrative Support $38,084
IT Support $21,171
Catch Basin Cleaning by Highway Staff : $30,000
Health Insurance Active | f $6,056
Increase (10%) Skl X Ay $606
Health Insurance Retired ' o ~ $0
Increase (10% - Six Months) .~ ‘ | $0
Life Insurance Active i ‘ : $52
Life Insurance Retired $0
Medicare (On All Salaries) - Ly $2,169
Pension , f 3 $650
Gasoline & Diesel ‘ - A $600
Workers Compensation | o 1 $90
Property, Gl&Boﬂer | g A $100
Auto S T Tt e el s At | $500
Bill Printing REEE o e T A . $1,170
Postage % 21 =mEn ) e $3,900
Transfer to OPEB Trust == : $275

TOTAL INDIRECT OPERATING COSTS $105,422

TOAL INDIRECT CGES $105,422
TOTAL STORMWATER CHARGES $1,560,500

~ SURPLUS/(LEVY) ($0)
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OPERATING BUDGET

The Town Manager’s initial fiscal year 2020 (FY20) operating budget proposal totals $130,479,045
which is a 5.08% increase over fiscal year 2019 (FY19). This initial proposal includes $66,250,416
for the School Department, which is an increase of $2,112,809 or 3.29% over the FY19 funding level.
Notwithstanding the proposal for the School Department, the most significant change between FY20
and FY19 is the establishment of a new utility to manage responsibilities mandated by the Federal
Environmental Protection Agency through a new Stormwater permit. This Stormwater Utility
budget is proposed at $1,560,500 and will be managed through an Enterprise Fund.

With the exception of the new Stormwater Utility, the operating budgets for municipal departments
have been set to cover the projected costs to provide the same services to residents with few
exceptions. In order to continue to provide the expected level of law enforcement services, the budget
proposes to fund an additional patrol officer within the Police Department.

Additional positions are also proposed within the Public Facilities Department and the Council on
Aging. The budget proposes reallocating Public Facilities funds that are budgeted for contracted
services in FY19 to fund a new full time Maintenance Craftsman position. This change is projected
to improve the effectiveness of HVAC maintenance operations. A new part time van driver position
is proposed within the Council on Aging. State formula aid funds will augment federal grant funds
to cover the cost of this new p051t10n which will increase the transportatlon services provided
through the Councﬂ

Fiscal year 2020 is the first budget year that the 4.6 new FTE funded in the FY19 budget are allocated
within the appropriate departments. Additionally, collective bargaining agreements with the Police
Superior’s Union and the Custodlans Union that expired in FY17 were settled in FY19. These items
cause significant year-over-year changes for the following departments Town Manager, Public
Buildings, Police, Building Inspector, Town Englneer = ‘

This initial proposal is subject change throughout the balance of the budget process which will
culminate at the May 20, 2019 Annual Town Meeting. Departmental budgets will be reviewed in
great detail at several public meetings and hearings to be held by the Board of Selectmen, School
Committee and Finance Committee prior to the Annual Town Meeting. A schedule for those
meetings can be found on the calendar of the Town website which is www.shrewsburyma.gov.
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CAPITAL IMPROVEMENT PLAN

OVERVIEW

The Town of Shrewsbury is a full service municipality serving a population of nearly 37,000
residents. The operational requirements of the municipal and school departments along with
accompanying public infrastructure required to serve the residents of Shrewsbury necessitate
a steady and sustainable plan to acquire, maintain and replace capital assets. The Town’s
buildings and properties are currently valued at over $205,918,807, vehicles and heavy
equipment are valued at $10,449,833, and in addition owns and maintains 206 miles of water
mains, 184 lane miles of roadways and related storm water drainage systems and 170 miles
of sewer mains.

Capital investments are defined and managed in accordance with the Town’s Capital
Improvement Policy which can be reviewed here. The Town funds capital investments for the
water and sewer utilities through user fee revenues and will introduce a storm water fee in
fiscal year 2020 to cover the cost of the Federally mandated maintenance of those
assets. Utility investments are proposed under a separate plan and projects are funded
through fees related thereto.

The Town almost exclusively relies upon State Highway aid (Chapter 90) for its roadway
maintenance and improvement projects. Vehicle and heavy equipment purchases have been
funded using previous year fund balance, known as Free Cash, and other reserves. For fiscal
year 2019 the Town’s non-utility capital plan which totaled $1,536,413 was funded entirely
through Free Cash or other-unexpended balances.

More significant investments like major repairs, improvements and the construction of new
buildings have been funded through long term debt. The Town has more often than not,
received voter approval to exclude the debt service for these projects from the provisions of
Proposition 2 2. This means that once the debt is paid off the revenue source ceases to exist.
The Town’s non-utility related debt service schedule for fiscal year 2019 totaled $8,031,957
with $7,491,867 excluded and $540,090 paid within the tax levy limit.

CAPITAL IMPROVEMENT PLAN

The Town Manager’s proposed FY2020 Capital Improvement Plan totals $2,441,500 for new
projects and investments. The primary goal of the investments, similar to FY2019, is to
maintain rather than expand, the Town’s services and assets. The FY2020 investment equals
1.12% of the Town’s total building and vehicle and equipment capital assets.

An assessment of the existing Police Station, which opened in 1972 and was renovated in
1996, will be commissioned to understand the needs of the department and determine the
feasibility of renovating the existing building and/or other alternatives. At the same time the
1999 Senior Center and 1966 Town Hall, which has had additions and renovations over time,
will undergo a programmatic review to assess space requirements to ensure future operating
capacity. The Police Station is the primary focus of this effort because the operations of the
department are negatively impacted by the building, but the additional work will be
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performed because combining the studies will be cost effective. Further, if improvements are
required at the Senior Center or Town Hall additional efficiencies may be realized by being
packaged with the Police Station project.

The largest single year purchase through this plan is the replacement of the 1997 E-One Fire
Engine that currently serves as Engine One for the Department. This apparatus operates as
the front line engine at the Fire Headquarters Facility in the Town Center. At the time this
apparatus will be replaced in in FY2020 it will have served the Town for over 23 years and
will have been driven over 190,000 miles on the front line. The vehicle will continue to be
used as a reserve engine. The life expectancy of the replacement engine is estimated to be at
least the same as the engine that it is replacing.

The full FY2020 Capital Improvement Plan follows on the next page.

Proposed FY2020 Capital Improvement Plan 1

PROGRAM/PROJECT FY 2020
Police Station & Municipal Campus Feas1b111ty $220,000
Fire

1997 E-One Replacement $755,000
Fire Department Total $755,000
Highway

Replace 1988 Mack Truck 10 plow sander $230,000
Replace 1991 JCB backhoe $155,000
Mechanic lifts R -2 S $300,000
Replace truck 24 2004 plckup ool : = = $50,000
Highway Total : ki Eatsl - $735,000
Parks and Cemetery =S e, Y b

Replacement of Pick Up Truck , =0 $31,000
Playground Improvements LR $50,000
Cemetery Planning ) : $100,000
Sand Pro Replacement $32,000
Parks & Cemetery Total $213,000
Police

Replacement 4 Marked Vehicles $194,000
Police Department Total $194,000
Public Buildings

Floral, Oak & High School- Remove Underground Oil Tanks $268,000
Replace Maintenance SUV $26,500
Public Buildings Total $294,500
NON-UTILITY SUBTOTAL $2,411,500

Does not include previously financed capital projects, which are currently being paid for
through the debt service schedule, included below
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FUNDING MODEL

In order to improve the consistency and sustainability of its capital improvement program,
the Town should diversify its funding model by gradually increasing the use of the general tax
levy. The general tax levy can continue be used to fund debt service for capital projects as
well as for capital improvements that do not require borrowing. The amount of general tax
levy used for capital projects annually should at minimum remain the same, or more desirably
increase consistent with the operating revenues. The Town will continue to service its debt
through a declining debt service model through which principal payments remain the same
over the entire term of the borrowing and debt is retired paying the least amount of interest.

The funding sources for non-utility capital improvements for Fiscal Year 2020 are as follows:

General Tax Levy : $ 540,150
Free Cash , ' $2 100

Total FY2020 Capital Investment $2,934,250

The $540,150 General Tax Levy will be used as follows:

Existing Non-Exempt Capital Debt Service $ 522,750
FY2020 Pay-Go Projects $ 17,400

Existing Capital Improvements in Debt Service Schedule
Not Excluded from Proposition 2 12

PROGRAM/PROJECT (Original amount borrowed) - IEY 2020

« = Eap S = ayment
School Heating System Replacement Projects ($3,196,000) $296,725
Spring Street School ($635,000) $72,400
Credit Union Land Purchase ($680,000) $73,125
North Shore School ($1,250,000) $80,500
Total Existing Capital Debt Service $522,750

The commitment to dedicate a set amount of the general tax levy to fund capital projects
provides the ability to afford significant capital investments, a consistent schedule for all
aspects of planning and added flexibility when compared to solely using Free Cash. Using the
debt service schedule for FY2020 and beyond that includes funding for one time capital
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projects as proposed above illustrates the advantages of this approach, which can be
summarized as follows:

Borrowing enables this critical project without reducing the ability to fund other
critical projects

The declining debt service schedule will provide additional funding opportunities
during the next five years if the tax levy commitment remains as follows:

» Year2: $108,840

= Year 3: $124,840

* Year 4: $198,340

* Year5: $204,140

Planning efforts will be undertaken to determine if a new borrowing is warranted in
any year show in the chart below. If there is a need to finance a higher cost project in
any year, the Pay-Go amount indicated below would be dedicated to the borrowing.

The cycle show below is for illustration purposes only. A five-year FY2025 borrowing
could be as much as $1,250,000 without any additional impact to taxpayers. This
amount is calculated using the difference between FY2025 debt service obligations for
non-excluded debt service and the base year of FY2019.

Example of Use of Tax Levy for Capital Plan

$600,000

$500,000
$400,000
$300,000
$200,000
$100,000

S0
2019 2020 2021 2022 2023 2024 2025

M Existing Non-Exempt Capital Debt Pay-Go Projects B FY2025 Capital Borrowing
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CONCLUSION

The proposed Fiscal Year 2020 Capital Improvement Plan with $2,411,500 in new
investments is 58% greater than the investment proposed in non-utility projects in Fiscal Year
2019. The planned investment represents 1.13% of the Town’s total building, vehicle and
equipment assets. Like the previous year, this plan primarily focuses on maintaining the
existing assets although a study of existing police station may lead to a new building project.
However, this plan differs from previous years because of the consideration of existing debt
service for capital projects that utilize revenues from the General Tax Levy which are not
excluded from the provisions of proposition 2 /2, and how those revenues should be utilized
as debt is repaid over time.

Town of Shrewsbury — Expenditures
FY 20 — Fiscal Projection One 122



(This Page Intentionally Left Blank)

Town of Shrewsbury — Expenditures
FY 20 — Fiscal Projection One 123



APPENDIX

BACK UP MATERIALS
TITLE PURPOSE PAGE
Tax Rate Recapitulations Historical sﬁmmary of Tax Rate Recapitulations 125
i Semce - Debt service projection for all issued permanent debt 126
Schedules / s ‘ e :
Free Cash Estimate Estimated Free Cash balance as of July 1, 2019 128
Solid Waste Entei‘prise‘ ~ Solid Waste Enterprise budget for FY2020 129

Sewer Surplus Account Projéétibn of the Sewér Sunplusbalance for July 1, 2020 130
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