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MEMORANDUM

To:
Board of Selectmen


Finance Committee


Capital Budget Committee


School Committee

From:
Michael E. Boynton,


Town Administrator

Date:
February 3, 2014
Re:
Fiscal Year 2015 Budget Proposal & Message

Today we embark upon yet another budget setting process with this presentation of the proposed Fiscal Year 2015 budget for the Town of Walpole. For nearly three months, department heads and boards & committees have been reviewing each of their operations and have prepared a budget plan that addresses the needs of the Community for the ensuing fiscal year. As presented, this budget will carry forward a level service approach, but does not include new programs or positions. It addresses significant increases in our non-discretionary accounts, and to the greatest degree possible allows us to maintain our operations at today’s top quality levels. Simply stated, the budget now before you is lean, it is reasonable, and most importantly, it is responsible.

Notwithstanding the above, this budget process has not been without its difficulties. As stated, the so-called “non-discretionary” lines are projected with sizeable increases, most notably in our Norfolk County Retirement assessment, as well as our health insurance lines. In terms of insurance, the difficulty lies first with pure timing. The budget as proposed assumes an eight percent increase in health rates for the ensuing year. Actual rates from West Suburban will not be finalized until later this month, thus the conservative approach at eight percent was chosen. With the annual retirement assessment, the increase of $470,000 represents a ten percent adjustment added to our annual costs due to market losses by the overall system. Once again, timing is an issue in this case as, at this time, the increase is a snapshot of the losses sustained three-plus years ago, and does not reflect the very positive market gains realized in the past year. That said, it is hoped if not anticipated, that the Retirement System will revisit these figures in the coming year, and if possible provide relief to member communities. Finally, as will be discussed shortly, once again we are forced to make assumptions regarding State local aid, assumptions that could change substantially when a final state budget is adopted. That process is not necessarily unique, however given the political factors that are in play with State budgeting in an election year, coupled with the change that will occur in the State’s highest office and a “House 1” budget that is not well received in municipal government, the potential 
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variations between budgets put forward by the Governor and Legislature could be significant. When you combine each of these major budget drivers, the requirement for prudent budgeting therefore is to approach this cycle with caution and conservative & protective budget practices. In short, the amount of funding available to departments will be lower than some deem desirable.

As presented, the Fiscal Year 2015 Budget totals $76,606,035. This amount represents a 2.68% increase from the current fiscal year. Revenues for the budget will again come from known and predictable sources. The local Tax Levy will contribute nearly $61.6 million, with State Aid projected at just over $10 million, Local Receipts at $5.17 million, Utility Indirects at $1.09 million, and funds programmed from other sources, such as the Ambulance Fund and Overlay Surplus, at roughly $730,000. The total revenue of $78.6 million will fund not only our general fund budget, but also our State & County charges, our OPEB Trust contribution, and our annual Overlay Appropriation. The obvious revenue source that must be watched at this time is State Aid. For reasons stated above, this projected amount of $10 million will likely change with the final adoption of a State Budget, but remains at this estimate today as a pure safety approach toward next year. 

Leading the way for growth factors in this budget is as covered above our assessments & benefits category with a projected growth of 8.85%. Again though, this is based largely upon a projected increase in health premiums of eight percent. A lower increase here will clearly provide us with some capacity to restore funds to department budgets where necessary. 

The debt budget is next in line with a growth of just over 4% in FY’15. Through prudent budgeting in the current year, we have helped to offset a portion of this growth and stabilize the line item. As you recall, several facility repair projects as well as a fire pumper were authorized for borrowing in the current year. To date, most of the projects have commenced or are scheduled, and the borrowing costs are programmed in full for FY’2015. For those that have been delayed, such as the Fisher School projects, we have reserved funding in an “Authorized/Unissued” line to be certain that we can cover costs in the coming year. In addition, we will be looking once again to avoid large swings in future years in our non-excluded debt. As an example, the non-excluded debt items are projected to rise by roughly $200,000 in FY’15, and by over $346,000 in FY’16, yet as currently estimated will decline by roughly $290,000 in FY’17. The challenge will be for us to harness the positive outcomes realized through the proper use of borrowing, such as facility repair and replacement, while at the same time preventing a funding draw from other programs and services. To date we have been successful here, and it is anticipated that FY’16, and not FY’15, may be the year that a utilization of some one-time funds will work best to accomplish this goal. As for the upcoming cycle, the only projected “new” debt to be authorized from the General Fund will be our annual $200,000 road improvement program.

In terms of other budget lines, annual growth was far more modest, if not stagnant. Health and Human Services departments will show an increase of approximately 2.2%, Public Works will rise by 1.66%, Public Safety and Public Education each are projected to increase by just over 1.3% and 1.4% respectively, and General Government will increase by .13% while Culture and Recreation is slated to decrease by approximately 3%. Yet despite the relatively small overall changes, each and every budget line was reviewed against historic and actual demands, as well as projected needs. As you review the department budgets, you will clearly see shifting within departments as necessary to best reflect these needs. But, and this is 
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an important point to repeat, the amounts budgeted here will, in some cases, need to be adjusted further as final revenue pictures become known.

Looking at our Public Works accounts, an anticipated increase in the Solid Waste & Recycling budget of 3.41% is the primary growth point. This growth is based upon our known contractual hauling figures, as well as a best estimate on disposal costs headed for the incinerator. It can not be stated enough in this regard that enhanced recycling efforts Town-wide will reduce costs. Recycling materials at Zero dollars per ton is clearly the choice versus $77 per ton of trash. While efforts have improved as public awareness has increased, we will only help ourselves as we continue to spread this word. Going forward, we will continue to monitor advancements in the Single Stream process, and we will also soon begin to review options relative to our disposal contract which has a so-called exit clause at the end of 2015. In other Public Works budget lines, you will observe that increases are being made to address the spike in gasoline and diesel fuels costs. One area of concern for additional funding, if available, will be the vehicle supplies account in the Vehicle Maintenance budget. Without question our team has saved the community thousands of dollars each year by performing services in house rather than utilizing private facilities. Therefore, providing the crews with sufficient resources is essential to keep those repairs right here in Town.  

At a projected increase of just 1.49%, budget balancing for the Walpole Public Schools is going to present challenges for this budget cycle. Combined with the very positive effects of the general override in FY’2013 and several cost savings measures introduced by the District, such as food service enhancements, the Schools leadership team has addressed priorities and needs during these two fiscal years. In addition, the ability offered by the override to create a plan for sustainability will most certainly play a key role this year. Yet, despite the positives, it is a fact that the larger than desired non-discretionary cost increases will result in difficulties. The Schools’ budget, as currently proposed, is $38,378,360, an increase of $564,747. This figure represents 66% of available revenue per our formula, but is simply in need of a boost as this process moves forward. That is a guarantee that our so-called 66-34 formula provides. Increases in State Aid combined with potential savings will likely bring some relief, but further adjustments will still be needed within the District. We will plan to work closely with the Superintendent and his team as we approach the Spring Annual Town Meeting. As for our other education budgets, Tri-County has suggested a level-funded approach at this time, while Norfolk County Aggie has submitted a budget that is $6,000 less than FY’14. Tri-County administrators have cautioned that this figure could change with the final adoption of the State budget this Summer.

Public Safety budgets for Fiscal ’15 will provide the same staffing levels as the current year. Increases in staffing, while contemplated, are not possible given the limited new revenue available for appropriation. It remains a goal, however, to continue to monitor service demands relative to available resources. Police, Fire and Inspections departments are presented with increased responsibilities each year, whether from changes in statewide emergency medical protocols for our Fire & EMS services, ongoing changes to the State building code, or expectations that our Police Officers will address every issue from traffic enforcement to youth mentoring programs. It is the responsibility of department leaders and our policy makers to search for solutions starting with creative service delivery approaches as well as the development of new revenue alternatives.
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Notable changes among our other Town budgets include a return to a Reserve Fund budgeted at $150,000; the funding of the next cycle of our OPEB actuarial review obligation; the funding of two additional State elections in FY’15; full funding for the newly expanded hours of the Walpole Library; a shifting of electricity costs from the Library budget to Building Maintenance; and the elimination of the consulting funds within the Planning Board budget. With respect to that point, I believe that the time has come that we must revisit the vacancy in the position of Town Planner. For the past three years, we have done our best to navigate the process of plan review and development oversight without this position. However the effects of missed deadlines or opportunities can be quite problematic for the Town, and the management and technical review of this position need to be restored. Although this budget does not introduce new general fund dollars for the post, I am committed to working with the Planning Board to identify short and long term funding scenarios to make it work. We can not afford to delay. Nor can we afford to delay or stall forward progress in our OPEB funding obligations. This year I recommend adding $75,000 of new revenue to bring our OPEB trust fund contribution to $300,000 for FY’2015. While I believe that this will continue to demonstrate our commitment to working toward full-funding, we must be well aware that this is far from the suggested goal of $1.2 million. A combination of added revenue and continued health system reforms here will be on our plate for many years to come, which clearly indicates that any delays today will compound our problems tomorrow.

Budgeted salary levels for non-union staff on the Municipal side reflect a “net” COLA increase of 1.5% as voted by the Personnel Board. Staff will realize a one percent increase on July 1, with an additional one percent on January 1 of next year. Step increases have been budgeted where applicable for both non-union and union personnel, however no COLAs have been budgeted at this time for employees in the five municipal unions. Each of those collective bargaining contracts will expire on June 30 of this year, and as such base wages have been level-funded. A contractual offset has been reserved however to address contracts that reach the agreement phase.

As for our current fiscal outlook, we remain in a very healthy position, although clearly the unprecedented transition in our Finance departments in the past fourteen months has not been without its challenges along the way. Our managers are continuing to work with our outside audit teams to address concerns but most importantly to move smoothly through Fiscal Year 14 and beyond. As for FY’14, once again we are closely watching some of our usual suspects, and one “new” one as well. Snow & Ice costs as of this date have slightly exceeded 50% of budgeted amounts, with two potentially snowy months still ahead of us. It seems that each snow event has occurred during non-working hours, thus driving costs higher. In addition, we will monitor overtime costs for Police & Fire. Activity for each department has been quite steady with additional coverage demands, such as an increase in fire calls for the Fire Department. These are two line items that may require revisiting in the FY’15 budget as well upon the introduction of added revenues. One cost center that bears watching over the next few months is our health insurance budget. While at this time I am still expecting to have sufficient funds to meet invoicing, the balance of that account is much tighter than in previous years due in large part to added utilization of benefits. Overall, our projected revenues appear to be well on target. We have done well in the past to be prudent and cautious in estimating income from these sources, particularly our Local Receipts, and we will be well served to keep that consistency moving forward into the next year.
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The proposed Water Enterprise Fund budget reflects little change in the operations portions, however a handful of major capital items are proposed. The two most critical needs are water line work on Allston Drive and in the Morningside Drive area. Residents in the Morningside areas have been experiencing issues with discolored water likely caused from aged and non-looped pipes there. Replacing those lines is a must. In addition, we will look to make repairs to the Duffy tank on Old Post Road, purchase SCADA equipment for the treatment plant, and a proposed overhaul to the tall tank at the OPR tank site. While that project is projected for borrowing, the others proposed this year, totaling $772,000, can be funded from Water Retained Earnings. The Sewer & Water Commission has yet to vote each of these items, thus some changes to these recommendations may still be necessary. On the Sewer side, an overall projected increase of 1.59% is forecast at this time. We are proposing essentially a level services plan for next year with no significant projects recommended as of now. However, it is important to note that discussions on possible improvements and/or extensions to the system have been ongoing, and should the Commission wish to further pursue any initiative, such as the Walpole Industrial Park extension, capacity within the Sewer Enterprise Fund Retained Earnings account may allow for further exploration and consideration.

The proposed Capital Budget for FY’15 totals $2,281,000 not including Water & Sewer projects. Some of the highlighted items proposed for funding include a replacement for the 2009 Ford ambulance, $250,000 for computers in the Walpole Schools, $250,000 to replace our public safety dispatch & incident management system, $145,000 to make improvements to the Town Hall boiler system & utility area, $90,000 to expand parking areas at Walpole High School, $90,000 to replace the DPW Skid Steer unit, $84,500 to complete Turco Field improvements, and $38,000 to replace a Jaws of Life tool for the Fire Department. In addition, we will look to continue our $200,000 roadway enhancement program which, combined with Chapter 90 allotments approved in the fall, will allow us to move forward with our road maintenance plan proposed to the Board of Selectmen late last fall. This program will focus efforts on a combined system of Chip Seal and mill & overlay on a number of streets throughout Town. Further, as we look to move forward with the first phase of our Downtown rehab project, we will look to use $250,000 from free cash to complete sidewalk replacement on one side of the street, with the balance projected for FY’16. This program will ensure that local neighborhood streets will continue to receive the greatest attention from the Chapter 90 program. Finally on streets & roads, I expect that we will come forward this fall with a borrowing plan for the Hitching Post Drive project that is tentatively slated for the 2015 calendar year. Capital Budget funding sources for this cycle are $1.7 million from Free Cash, $286,000 from the Ambulance Fund, and $200,000 in general fund borrowing.

On the topic of Free Cash, this budget does not envision nor recommend the use of Free Cash as a source of revenue to fund the General Fund budget in FY’15. As you recall, Free Cash was certified this fall at just over $5.5 million. Following the transfer of $1,171,834 at the Fall Annual Town Meeting, and given the proposal to use $1.7 million for the Capital Budget this Spring, my expectation is that we will close this Fiscal Year with over $2.2 million still remaining in Free Cash. Make no mistake, this is intentional and is in no way a “bad” thing. Quite the contrary, each year our Auditors remind us that maintaining a healthy undesignated fund balance is looked upon favorably by bond rating agencies, and is most proper given the potential for unexpected events, such as weather related cost overruns. And, with the Municipal Facilities plan hopefully moving forward this year, a portion of those funds can and should be made available to also help fund a portion of these projects. In short, we must continue to be very prudent with our cash reserves. 
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Although just mentioned above, one area that is not yet ready for inclusion in the budget or capital plan is our Municipal Facilities project, but, please be assured that we are moving forward with steady progress. Following the completion of the Maguire Report last year, a very real and positive opportunity was identified and developed that would merge the needs of the facility plan with the benefits of a revitalization of a “clean” superfund site on South Street. With very strong and positive input from area residents, key Boards and Committees, and stakeholders, this effort has advanced to a point where there is a light at the end of the tunnel. It is anticipated that, upon receipt of proper legal protections from the Commonwealth, the Town will be in a position to move forward with re-use plans for the South Street property. And, with appropriate use of one-time revenues as a so-called down payment, a comprehensive financing package will be in place to ease the overall burden on local taxpayers. We have known for many years that we have outlived the usefulness and efficiency of several municipal buildings, and the solution to this problem is within our reach. I am very excited about this process, and look forward to working with all Boards & Committees in the coming months as we will hopefully soon be ready for public presentation and discussion.

You have heard me say this every year, and I will repeat myself once again. The team in place here in Walpole that has worked so very hard to develop this budget is simply the best. From our Departments Heads and Boards and Committees who prepared department requests, to our Financial Team of Marilyn Thompson, Jodi Cuneo, Dennis Flis, Val Donohue and Jim Johnson who each worked closely with me on the development of revenues, debt analysis, personnel review and account projections, to our Administrative team of Cindy Berube, Sue Abate and Nancy Genesky who assembled the budget into its final book form, I say thank you to one and all. I too wish to recognize the leadership of the Board of Selectmen, School Committee, FinCom and Capital Budget Committee who will now work with each of these budgets to be certain that Walpole’s taxpayers are best served with a most appropriate final recommendation. That effort can not be understated, nor should it be under-appreciated given the many hours you will spend with this budget review during the next three months. I look forward to working with each of you, and I invite you to call on me or any department head with any questions you may have. Thank you!

Very truly yours,

Michael E. Boynton,

Town Administrator 
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