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MEMORANDUM

To: Finance Committee & Board of Selectmen

From: Kerry A. Lafleur, Town Manager

Date: February 10, 2016

Subject: FY2017 Town Manager’'s Budget Recommendation

In accordance with the Town Charter, | hereby submit my FY2017 Budget Recommendation to
you for review and deliberation. A series of budget hearings have been established for
individual review of each budget request. All meetings are in front of the Finance Committee at
times noted below.

Thursday, January 28, 2016
' 7:00  Review Capital Planning Committee Recommendation

Thursday, February 18, 2016 (Special Meeting)
7:00 Police
8:00 Fire

Thursday, February 25, 2016
7:00 ‘Public Works
8:00 Land Use & Administration, Unclassified, Debt Service



Thursday, March 3, 2016 (Special Meeting)
7:00
7:30:

Thursday, March 10, 2016
7:00
7:30.

Thursday, March 17, 2016 (Special Meeting)
‘ 7:00

7:30.
8:00

Thursday, March 24, 2016

7:00

Thursday, March 31, 2016 (Special Meeting)
7:00

:Library
Lunenburg Public Schools

Council on Aging
‘Monty Tech

Public Access Cable Committee
Sewer Commission
Other Monied Articles

'FY2017 Budget Public Hearing

Final Committee votes on FY2016 Budget
~ Final Committee votes on other Warrant Articles

| look forward to reviewing the recommendation with you.

/kal



2/10/2016

Proposed Schedule for 2016 Annual Town Meeting

Day Date Proposed Activity

Thursday 17-Nov Issue Capital Improvement Planning Packet to all departments

Thursday 3-Dec Town Manager presents 5-Year Financial Forecast

Friday 4-Dec All CIP Forms due

Friday 11-Dec Town Manager Review of Submitted CIP Requests/ Packet sent to CPC

Friday 30-Dec Superintendent issues Final Recommended Budget to School Committee
January School Committee forwards recommended budget to Town Manager [per Charter]

Tuesday o “5-Jan _-BOS to Open Warrant for Annual Town Meeting

Friday 8-Jan FY2017 Department Budget Requests due to Town Manager

Friday 15-Jan CIPC Finalize FY and 5-Year Plan Recommendations

Thursday 28-Jan Capital Planning Committee recommendation presented to Finance Committee

Friday 5-Feb Town Manager's Budget Recommendation Distributed

Thursday 11-Feb Town Manager's Budget Presentation

Thursday 18-Feb Finance Committee Budget Review (Special Meeting)

Thursday 25-Feb Finance Committee Budget Review

Thursday 3-Mar Finance Committee Budget Review (Special Meeting)

Thursday 10-Mar Finance Committee Budget Review

Friday 11-Mar Notice of Public Hearing Posted in Lunenburg Ledger [send notice on Monday, 03/7/16]

Monday 14-Mar Town Caucus (tentative date)

Thursday 17-Mar Finance Committee Budget Review (Special Meeting)

Thursday 24-Mar Finance Committee Public Hearing on Budget

Friday - : . 25-Mar. Close Annual Town Meeting Warrant @ 4:00 p.m.

Thursday 31-Mar FinCom Final Votes on all Warrant Articles

Tuesday 5-Apr BOS Final Votes on all Warrant Articles

Five Copies of Warrant for BOS signature, once signed give to Town Clerk for posting

Wednesday 6-Apr Finance Committee Report for Warrant to BOS Office
Monday 11-Apr Final Warrant to Printer

Thursday 21-Apr Warrant Mailed to Residents

Monday 25-Apr Prepare Motion Sheet

Town Counsel to review Motions
Monday 2-May Meeting with Moderator, Town Counsel to review motions
Saturday 7-May Annual Town Meeting

Saturday 21-May Annual Town Election




FY2017 Revenue & Expenditure Summary
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FY2017 Town Accountant’s Reconciliation
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FY2017 Budget Narrative



FY2017 Revenue Overview

The Town has four- (4) sources of Revenue: Property Tax; State Aid; Local Receipts; and Available Funds

depicts the percentage of each funding source.

FY2017 Projected Revenues

. The following chart

Local Receipts, Available
$2,858,802; Funds,
7.75% 1,804,186;

4. 29%

Property Taxes

Property taxes are the largest, single revenue source for the Town. Property taxes are levied on real property (land and buildings) and
personal property (equipment) used by non-manufacturing business firms. In accordance with State Law, the Board of Assessors
revalues all taxable real property at fair market value every three- (3) years. FY2015 was our last triennial revaluation year. In
addition, the Town conducts annual interim adjustments in order to reflect the changes in market conditions. The next full revaluation
will be conducted in FY2018. Under the provisions of Proposition 2 Y4, property taxes, in the aggregate, may not exceed 2 2 % of
their “full and fair cash value.” This limit is known as the “levy ceiling.” Annual levy increases may not exceed 2 4% more than the
previous year’s levy plus the taxes added from any new properties- New Growth- added to the tax rolls. Any Proposition 2 2 override

and/ or debt exclusion amounts voted are added to the levy limit.

FY2015 FY2016 FY2017 FY2017 FY2017 FY2017
After Recap  After Recap Forecast Target Above Target ™
Revenue Recommend.
Property Tax

Prior Year Levy Limit $ 19,425,844 "$ 20,173,974 $ 21,039,179 $ 21,039,179 $ 21,039,179

2 1/2% Increase $ 485,646 '$ 504,349 $ 525979 $ 525,979 $ 525,979

New Growth $ 262,484 $ 360,856 $ 275,000 $ 275,000 $ 300,000

Unused Levy Capacity $ 201,211 $ 10,000 $ - 8 - $ -

Override $ - % - % - $ = $ =

Debt Exclusions $1,031,125 $2,494,847 $2,478,581 $2,478,581 $0 $2,714,483

total:" $ 21,205,099 '$ 23,524,026 $ 24,318,739 $ 24,318,739 $ 24,579,642

Dollar Increase Over Prior Year $ 961,808 "$ 2,318,927 $ 794,713 $ 794,713 $ 1,055,616

Percentage Increase Over Prior Year 475%" 10.94% 3.38% 3.38% 449%

1



For FY2017, the Town’s Property Tax revenues are projected to increase by $1,055,616, or 4.49%. Of that amount, $219,636, or 20%
of the increase, is an increase necessary to pay debt service associated with MS/ HS Construction Project. As of FY2016,
approximately $33M of the Town’s share of the project is reflected in the tax rate. Of the remaining $835,879 increase, $300k is
attributable to New Growth. This estimate is based upon a careful review of building in progress at the time this FY2017 Preliminary
Budget is being issued. The remaining increase of $525,979 is what is the additional tax revenue that is generated as allowed for under

Proposition 2 Y.

In FY2015, the Average Single Family Tax Bill was $4,513. This tax burden ranks 161 out of 351 in the Commonwealth, on a high to
low scale.

State Aid
State Aid is the Town’s second largest revenue source, and is commonly referred to as Cherry Sheet Aid. It is the amount of funding

each community receives from the Commonwealth to help fund Education and General Government Services. The first indication of
the level of State Aid in any given year comes from the Governor’s Budget, which is typically referred to as House 1. This year, the

Governor’s Budget was filed as House 2 (House 1 is a FY2016 Supplemental Appropriations Bill) on January 27, 2016. The budget
proposal provides targeted funding to meet key goals of the Baker-Polito Administration, including these which directly impact cities

& towns:

Investing in Great Communities:
e Increases unrestricted local aid by 4.3%, equal to 100% of the consensus revenue growth rate for state tax revenue.

e  Continues the Community Compact program to provide technical assistance to over 100 communities in financial planning,
economic development, regionalization and a new program to create a domestic violence prevention training toolkit for
communities.

Making Massachusetts Schools Great:

Increases Chapter 70 education funding by $72.1 million.

Supports $18.6 million for a redesigned quality kindergarten grant program to assist communities in achieving tuition-free,
full-day kindergarten.

Adds over $20 million for a revised charter school reimbursement formula to reimburse towns.

Supports the development of a next generation MCAS with $5.6 million.

Directs funds to support children and families who are most at risk in a number of ways, including:

$8.3 million for over 1,500 vouchers for the Department of Transitional Assistance’s (DTA) Stabilizing the Working Poor
initiative;

$4.3 million to fund 600 childcare vouchers for children in DCF care;

e  $1 million for quality improvements at Early Education and Care for better assessments, accreditation assistance, and
professional development.

With the exception of Chapter 70, I have included the Governor’s Proposal in my Budget Recommendation — This means an increase
in UGGA of $41,919 or 4.3%, for a total of $1,016,777. While this increase is helpful, it merely returns this account to about its
FY2006 level ($1,076,641), and keeps it about 23% , or about $300k, lower than its FY2008 & 2009 levels. Adjusted for inflation, we
are approximately $560k below where we could expect to be had UGGA aid been increased 2.5% per year. The Governor’s proposal
would grow UGGA at the same rate as the growth in State tax revenues.

For Chapter 70, I have included an increase of 2%, or $122,524. As mentioned, I have not included the Governor’s Proposed Chapter
70, as I have concerns that it may be significantly higher than what we may actually receive, though if received, the additional funding
should be used to close the gap between the Town Manager’s Recommended Budget and the School Committee/ Superintendent’s
Recommended Budget. In his budget, the Governor proposes to reduce the target gap, or excess local effort by 70%. The current
reduction is by 50%. Implementing this provision of education finance reform means many other districts will only receive minimum
aid, which is an increase of $20/ student. The MA Municipal Association is urging the increase of minimum aid to $100/ student. If
this increase is implemented, which will benefit all districts, it will likely be at the expense of implementation of the 70% reduction of

excess local effort.

40S Smart Growth has been included in the Governor’s Budget Proposal at $119,257. T have yet to find any detail on where this
estimate comes from, but it does represent 50% of what we should have received in FY2016. Additional information on the MMA



Review of the Governor’s Budget Proposal may be found at http://www.mma.org/local-aid-and-finance/15951-gov-baker-files-39-5b-
fy17-budget-proposal

Below is a chart comparing projected FY2017 State Aid to prior fiscal years. The chart shows that we will expect to receive an overall
increase of 1.70% in State Aid in FY17 over FY16. As mentioned above, if the Governor’s Chapter 70 number holds, the Town
should expect an additional amount of $291,523. Charter Tuition Reimbursements is reduced in FY17, as is corresponding Charter
Tuition Assessment. Choice Receiving Tuition is up, while the Choice Tuition Assessment is down, resulting in a net gain for the
Town. The proposed Veteran’s Benefits (reimbursement) is less than what I would have expected given the current year expenditure,
as a result, we may see an adjustment in that particular line.

While not part of Cherry Sheet Aid, it is important to note that the Governor’s FY2017 Budget Proposal continues to level fund
Chapter 90, Local Transportation Aid, which means that Lunenburg should expect to receive about $419,626.

Projected State Aid for FY2017

FY2015 FY2016 FY2017 FY2017 FY2017 FY2017
AfterRecap  After Recap Forecast Target Above Target ™
Recommend.
State Aid
Chapter 70 $ 5605872 $ 5,834483 $ 5,957,007 $ 5,957,007 $ 5,957,007
Charter Tuition Reimbursements $ 50,717 $ 133,545 $ 136,216 $ 136,216 $ 66,708
Charter School Capital Facility Reimb $ - % -'s - % - $ -
Smart Growth 40S $ 183,618 $ 166,960 $ - % 150,000 $ 119,257
School Lunch $ 7451 $ -i$ -$ - $ -
School Choice Receiving Tuition $ 241,290 $ 227,741 $ 232,296 $ 232,296 $ 303,389
Unrestricted General Government Aid (Lottery) $ 940,983 $ 974,858 $ 994,355 $ 994,355 $ 1,016,777
Gaming Proceeds for Lottery Cap $ - % -7 - $ . $ =
Additional Assistance $ - % - -8 - $ .
Police Career Incentive (Quinn Bill) $ - % - - % - $ -
Veteran's Benefits $ 40,539 $ 55,238 $ 75,000 $ 75,000 $ 55,238
Exemptions: Vets, Elderly, Surviving Spouse & Blind $ 61,689 $ 63,425 $ 64,694 $ 64,694 $ 66,101
State Owned Land $ 47,844 $ 47,844 $ 48,801 $ 48,801 $ 47452
Libraries $ 14,647 $ 14,398 $ 14,686 $ 14,686 $ 14,304
total: $ 7,194,650 $ 7518492 $ 7523054 $ 7,673,054 $ 7,646,233
Dollar Increase Over Prior Year $ 339,249 "$ 323,842 $ 4562 $ 154,562 $ 127,741
Percentage Increase Over Prior Year 495%" 4.50% 0.06% 2.06% 1.70%
Local Receipts

Local Receipts are those fees, fines, licenses, permits and excise taxes that are collected at the local level. These revenues are
generally referred to as elastic revenues as they are highly susceptible to fluctuations in the economy. We have been very fortunate in
that our primary receipt, Motor Vehicle Excise, has remained fairly healthy year after year. Our first commitment for Calendar Year
2016 totaled $1,299,156, and increase of $165,040, or 14.5%% over the first commitment of Calendar Year 2015. This is up
significantly over the prior year which saw an increase of 5.6%. I have proposed increasing MVX by 5%. Additional 0.5%
increments would result in an additional $7,350 in revenue. We may be able to increase this estimate later in the process.

The projected $47k increase in Other Departmental Revenue is to account for the increased Ambulance Fees which were approved and
effective July 1, 2015. Our Local Options Meals Tax collections remain strong, and as such, I have increased the estimate by $19,680,
or 20%. As we have more experience with our Chase Road Solar Project, we are better able to gauge the revenue stream produces.
Our estimate has been increased by 12.15% to $120,000. Departmental Revenue for the School has been decreased to reflect the
elimination of FFLAC rental income from rental of the Passios. If the rental happens to be extended, the income will be offset 100%
by building operation costs, which are not now included in this budget recommendation. Overall, Local Receipts are projected to
increase by $167,032, or 6.21%.

Below is a chart comparing projected FY2017 Local Receipts to prior years.



FY2015 FY2016 FY2017 FY2017 FY2017 FY2017
After Recap  After Recap Forecast Target Above Target ™
Recommend.

LocalReceipts - == = .

Motor Vehicle Excise $ 1,427,000 $ 1,470,000 $ 1,506,750 $ 1,506,750 $ 1543500
Penalties & Interest on Taxes $ 189,000 $ 176,000 $ 179520 $ 179,520 $ 179,520
Payments in lieu of Taxes $ 1,681 $ 1,635 $ 1,668 $ 1,668 $ 1,668
Fees $ 120,600 $ 123,200 r$ 125,664 $ 125,664 $ 125,664
Departmental Revenue- Schools $ 56,125 $ 63,335 '$ 58,392‘ $ 58,392 $ 30,000
Departmental Revenue-Cemeteries $ 3,100 $ 4,000 '$ 4,080 $ 4,080 $ 4,080
Other Departmental Revenue- Ambulance Fees $ 220,000 $ 235,000‘ $ 239700 $ 239,700 $ 282,000
Licenses & Permits $ 216,000 $ 244,000 $ 248,880 $ 248,880 $ 248,880
Special Assessments $ 17,000 $ 14,700 $ 14,994 $ 14,994 $ 14,994
Fines & Forfeits $ 49,000 $ 35,000 $ 35,700 $ 35,700 $ 35,700
Investment Income $ 15,000 $ 53,000 $ 54,060 $ 54,060 $ 54,060
Miscellaneous, Solar Net Metering Credits $ 107,000 $ 120,000 $ 120,000 $ 120,000
Miscellaneous, Local Option Meals $ 85,000 $ 98,400 $ 100,860 . $ 100,860 I’$ 118,080
Miscellaneous, Supplemental Tax $ 17,500 % 17,500 $ 17,850 $ 17,850 $ 17,850
Miscellaneous, RDS, Medicare Part D Reimbursement $ - % - ’$ - % - $ -
Miscellaneous, Bond Premium $ 2424 $ 2,424 $ 2,424
Miscellaneous, Medicaid Reimbursement $ 49,000 $ 49,000 $ 49,000 $ 49,000 $ 49,000
Miscellaneous, Supplemental State Aid $ - 8 -8 - 8 - $ -
Miscellaneous Non- Recurring $ 29,870 $ - 31,382 % 31,382 $ 31,382
total: $ 2,495,876 $ 2,691,770 $ 2,790,924 $ 2,790,924 $ 2,858,802

Dollar Increase Over Prior Year $ (49,483)"¢ 195,894 $ 99,154 $ 99,154 $ 167,032

Percentage Increase Over Prior Year 1.94%" 7.85% 3.68% 3.68% 6.21%

Available Funds

Available Funds is really a “catch all” category. Many Available Funds are one-time revenues, which cause a wide variance from the
total amount available from one year to the next, which makes it difficult to draw comparisons from year to year. Other sources of
Available Funds are transfers from Enterprise Funds or Betterment Accounts to fund charges within the General Fund.

There is no money projected to be available in Unexpended Capital Articles in FY2017 to partially support this year’s CIP.

As of July 1, 2015, we had certified Free Cash in the amount of $263,188. I have included an appropriation of $250,000 from Free
Cash. This amount is proposed to partially support the FY2017 Capital Improvement Plan.

This year, we will also budget $31,623 in the School Transportation Fee Offset Account. In prior years, School Transportation Fees
came in as General Fund receipts, however, the correct accounting of these fees is to send them to an Offset Account. There is no
change in the total estimate of fees to be collected.

The Sewer Enterprise Fund will be charged a total of $63,707 by the General Fund for Indirect Costs including, 15% of the DPW
Director’s Salary, associated employee benefits and other Administrative Costs. The Sewer Betterment Revenue has been increased in
accordance with the debt service payments due for related projects in FY2017.

The following is a list of what is expected to be available to help fund the FY2017 Budget.



FY2015 FY2016 FY2017 FY2017 FY2017
After Recap  After Recap Forecast Target Above Target

_— -

Overlay Surplus $ $ - $ $ -
Free Cash $ 229292 $ 233618 $ 250,000 $ 250,000 $ 250,000
Bond Premium $ - % - "$ 2,424
Unexpended Articles $ 71,337 $ 30,761 $ - % - $ -
Borrowing $ 1,049,000 $ - 8 -8 - $ -
Stabilization Fund $ - % - % -8 - $ -
Stabilization Fund, Tax Levy $ -5 - % - % - $ -
MSBA Reimbursement $ 534199 $ 534199 $ 534,198 '$ 534,198 $ 534,198
Sewer Enterprise $ 23,525 $ 38,032 % 24,716 % 24,716 $ 63,707
Sewer Betterments $770,439 $756,878 $748,441 $748,441 $848,585
Water Betterments $ 62,781 $ 62,781 $ 62,781 $ 62,781 $ 62,781
Septic Loan Revenue $ 10,868 $ 10,868 $ 10,868 $ 10,868 $ 10,868
Sale of Cemetery Lots $ 25,000 $ - $ - $ - $ -
School Transportation Fee Offset $ 31,000 $ 32,000 $ 31,623 $ 31,623 $ 31,623
total: $§ 2,807,441 $ 1,699,137 $ 1,662,627 $ 1,662,627 $ 1,804,186
Dollar Increase Over Prior Year $ 937,931 7§ (1,108,304) $ (36,510) $ (36,510) $ 105,049
Percentage Increase Over Prior Year 50.17%" -39.48% 2.15% -2.15% 6.18%
Altogether, I am anticipating an overall net increase in revenue in FY2017 in the amount of $1,455,438, or 4.11%.
FY2015 FY2016 FY2017 FY2017 FY2017
After Recap  After Recap Forecast Target TM Dollar Increase % Increase
Revenue . Recommend. over Prior Year over Prior Year
Property Tax $ 21,205,099 $ 23,524,026 $ 24,318,739 $ 24,318,739 $ 24,579,642 $ 1,055,616 4.49%
State Aid $ 77194650 $ 7518492 $ 7,523,054 $ 7,673,054 % 7,646,233 $ 127,741 1.70%
Local Receipts $ 2495876 $ 2,691,770 $ 2,790,924 $ 2,790,924 $ 2,858,802 $ 167,032 6.21%
Available Funds $ 2807441 $ 1,699,137 $ 1,662,627 $ 1,662,627 $ 1,804,186 $ 105,049 6.18%
total: $ 33,703,066 $ 35433425 $ 36,295345 $ 36445345 $ 36,888,863 $ 1,455,438 411%

Please keep in mind that there is an additional $219,636 in FY2017 in Exempt Tax to be raised to pay debt service associated with the
MS/ HS Construction Project. Factoring out that increase, the net increase available for Operational Expenses is $1,235,802 or 3.49%,
a good level of increase, but certainly not one that can sustain additional services of any magnitude.

Revenue Source Dollar Amount
PY Unused Levy $ 10,000
Property Tax $ 525,979
New Growth $ 300,000
State Aid $ 127,741
Local Receipts $ 167,032
Available Funds $ 105,049
total: $ 1,235,802

FY2017 Expenditure Budget Overview

The Town’s expenditures are divided into functional categories which become the legal budget appropriated at Town Meeting. These
functional categories include: General Government; Central Purchasing; Police; Fire; Other Protection; Department of Public Works;
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Solid Waste; Health & Sanitation; Council on Aging; Veterans Services; Public Schools; Library; Debt Service; Unclassified; and
Retirement Assessment. Other expenditures in the budget include Non-Appropriated costs, such as Cherry Sheet Charges, Cherry
Sheet Offsets and funds for the Overlay Account. The final budgeting category, though not part of the actual budget vote (budget

warrant article) are the remaining Town Meeting warrant articles that have a financial impact.

proposed expenditures for FY2017.

The following is a summary of

FY2015 Fy2016 FY2017 FY2017 FY2017
After Recap  After Recap Target Above Target TM Dollar Increase % Increase
Expenditures: Recommend. overPriorYear over Prior Year
General Fund Expenditures:
General Government $ 1,247,682 $ 1241661 $ 1283461 $ 1,500 $ 1,300,727 $ 59,066 4.76%
Central Purchasing $ 52950 $ 52,950 $ 55303 §$ -5 55,303 § 2,353 444%
Police $ 1330976 $ 1,411,982 $ 1,436,008 $ 207482 $ 1,442,005 $ 30,023 213%
Fire $ 673529 $ 748540 $ 762,601 $ 209,630 $ 773270 $ 24,730 3.30%
Radio Watch $ 249493 $ 287975 § 272875 §$ 35152 $ 273,875 $ (14,100) -4.90%
Other Protection $ 187264 $ 190493 $ 210,862 $ -3 221,860 $ 31,368 1647%
Department of Public Works $ 1354913 $ 1467739 $ 1,497,630 $ - % 1,507,930 $ 40,192 2.74%
Public Buildings & Facilities $ 590,755 $ 625370 $ 631,722 § - % 607,217 $ (18,153) -2.90%
Solid Waste $ 193754 $ 147,000 $ 157440 $ - $ 174150 $ 27,150 18.47%
Health & Sanitation $ 65,029 $ 66,663 $ 68,294 $ -5 69,154 $ 2491 3.74%
Council on Aging $ 106812 $ 111,210 $ 111,945 $ - $ 111,945 § 735 0.66%
Veterans $ 22900 $ 106,500 $ 106,500 $ - $ 106,500 $ - 0.00%
Lunenburg Public Schools $ 16,754,663  $ 17,515,092 $ 18,158,060 $ 312,595 $ 18,158,060 $ 642,968 3.67%
Monty Tech Assessment $ 710,814 $ 799478 $ 827460 $ - $ 833,619 $ 34,141 4.27%
Library $ 353206 $ 363,849 $ 374836 $ -3 370,739 $ 6,890 1.89%
Debt Service $ 2978055 $ 4,557,920 $ 4523519 $ -8 4,856,831 $ 298,910 6.56%
Unclassified $ 2217070 $ 2426584 $ 2572961 $ - $ 2,648,151 $ 221,567 9.13%
Retirement Assessment $ 831,727 $ 967,652 $ 988,175 $ - % 1,051,795 §$ 84,143 8.70%
sub-total: $ 29,921,592 $ 33,088,656 $ 34,039,651 $ 766359 $ 34563131 § 1,474,475 4.46%
Percent Change over PY, Operating Appropriations 3.66% 2.87% $ 1474475
Dollar Increase Over Prior Year $ 950,995 446%
Non-Appropriated Expenditures:
Court Judgments $ -8 - $ -5 - $ -
Cherry Sheet Charges $ 1,113,163 $ 1,303,195 $ 1,335775 $ - $ 1,152,699 $ (150,496) -11.55%
Cherry Sheet Offsets $ 263388 $ 242,139 $ 254246 $ - % 317,693 § 75,554 31.20%
Overlay $ 207330 $ 140,000 $ 150,000 $ -3 150,000 $ 10,000 7.14%
sub-total: $ 1,583,881 $ 1685334 $ 1,740,021 $ - $ 1,620,392 $ (64,942) -3.85%
TOTAL BUDGET: $ 1,583,881 $ 34,773,990 $ 35,779,672 $ 766359 $ 36,183,523 § 1,409,533 4.05%
FY2015 FY2016 FY2017 FY2017 FY2017
After Recap Target Above Target TM Reccom.
Other Warrant Articles:
Capital Articles $ 1,114,152 $ 542,286 $ 600,000 $ -8 619475 $ 77,189 14.23%
Other Capital $ 649,000
Police Detail Revolving $ 10,000 - $ (10,000) -100.00%
Prior Year Expenses $ 158502 $ 1,782 $ (1,782) -100.00%
OPEB Liability
Stabilization Fund $ 74,729 $ 105366 $ 65,673 $ - $ 85,865 $ (19,501) -18.51%
sub-total: $ 1,996,383 ' $ 659434 $ 665673 $ - % 705,340  $ 45,906 6.96%
total: $ 33,501,856 $ 35433425 $ 36445345 $ 766,359 $ 36,888,863 $ 1,455,439 411%
Percent Change over Prior Year, All Expenditures 7.55% 5.77% 2.86% 411%
Dollar Increase Over Prior Year $ 1931569 $ 1,011,920 $ 1,455,439




Overall, Lunenburg’s FY2017 Budget for Operating & Non-Appropriated Expenses is projected to increase by $1,409,533 or 4.05%
over FY2016, added to a slight increase in Other [Warrant Article] Spending of $45,906 for a total overall increase in spending of
$1,455,439, or 4.11%.

The most significant increases come in the areas of Debt Service and Employee Benefits. Our FY2017 Debt Service expenditure is an
increase of $298,910 or 6.56%. Of this amount, $219,636 is for Exempt Debt and $91,707 is for Sewer Betterment related debt.
There is a slight reduction of $12,432 in Non-Exempt Debt. The Exempt Debt is related to the MS/HS Construction Project, of which
$33M of the estimated local share of approximately $37M has been permanently financed. The estimated impact of this project in
FY2017 to the Average Single Family Home is about $420.

In FY2017, we expect to see a significant increase in our Health Insurance Premium. As of the printing of this document, we expect
the maximum increase authorized by MIIA (Massachusetts Interlocal Insurance Association) of 12.8%. This anticipated increase
results from increased utilization and a poor 24-month Loss Ratio. We will also see an increase of $84,143, or 8.7% in our Annual
Assessment from Worcester Regional Retirement System. Based upon the need to paydown the Unfunded Accrued Liability in
accordance with MA General Law, we should expect to receive annual increases in about this amount for the foreseeable future. In
FY2017, we will once again take advantage of the early payment plan which allows us a 2% discount for paying the full assessment on
July 1, 2016. No provision has been made in this budget to begin funding the Unfunded Accrued Liability for Other Post Employment
Benefits, though a small amount of funding has been set aside to obtain further analysis from our Actuary to help formulate a policy
and strategy going forward.

Outside of these two categories of spending, the largest budgetary increase in dollar value is for Lunenburg Public Schools, in amount
of $642,968, which represents an increase of 3.67%. The increase is set forth as shown below.

19.05% $ 122,524 Chapter 70
18.55% $ 119,257 Smart Growth
62.40% $ 401,186.86 Local Contribution
$ 642,968.00 Total Proposed Increase

Even with this proposed increase, this level of funding is still $312,595 below the Superintendent’s/ School Committee’s
Recommended Budget of $18,470,655, which represents an increase of 5.46% over the current year appropriation. As mentioned
above, I have included in this recommendation an increase in Chapter 70 which is less than what is included in the Governor’s Budget
Proposal. While T won’t review the reasons for including a lesser amount again, I will restate that should the amount included in the
Governor’s Budget become the final Chapter 70 award for FY2017, that additional amount of $291,523 should be used to bridge the
delta between the Town Manager’s and School Committee/ Superintendent’s Recommended Budgets. If the higher award is received,
the remaining delta is $21,072.

Year after year, we have worked to create efficiencies, capitalize on synergies and make significant budget reductions when
efficiencies and synergies alone didn’t produce a balanced budget. This coming year, we will again do the same, though there are
fewer synergies ripe for implementation, though a number are on the horizon, including the potential to centralize all Administrative
and Land Use Offices with School Administration. We will continue to need to be diligent and find additional ways to be efficient,
creative and find alternate means of service delivery, if at all possible. We have many capital needs yet to be funded or funded
adequately, specifically roadway maintenance, equipment replacement and building maintenance. We will need to work on a plan to
find ways to meet these needs or face further reduction in services. In the following sections, I will detail my preliminary spending
recommendations.
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General Government
The General Government category includes the Administrative, Financial and Planning Offices of the town. Total spending in this

category is recommended at $1,300,727 which is as increase of $59,066 or 4.76% over FY2016. All offices in this group will remain
on a 36-hour work week. There are 16.00 FTE’s associated with these departments. All 3 of the organizational restructurings proposed
in FY16 (Assign the role of Risk Manager to Payroll & Benefits Coordinator; Assign the role of Finance Director to the Town
Accountant; and upgrade the position of Administrative Assistant to Executive Assistant in the Board of Selectmen’s Office) have been
completed. There are three position adjustments sought in this budget proposal:

1. Increase IT Technician hours from 10 to 22 per week. This is a FT shared position with Lunenburg Public Schools,
with LPS picking up the balance of the hours. There are no additional benefits costs.

2. Combining the roles of the Administrative Assistant in the Conservation Office with the contract position of
Conservation Agent to create one combined position of Conservation Administrator. There are no additional
benefits costs. This proposal is still in the formation stage and requires additional work.

3. Increase Clerical position in the Assessor’s Office by 5 hours per week, for a total of 25 hours. There are no
additional benefits costs and the increased salary will be more than fully offset by increased revenue as the additional
time will be devoted areas of “lost revenue” as identified by the Board of Assessors.

In FY2017, we will be required to perform a biennial GASB#45 Valuation. Additionally, I have included $3k for some additional
work with our Actuary to develop a policy and begin to formulate a strategy to fund our Other Post Employment Benefits Unfunded
Liability. Additional funding has been included in the Elections Budget to account for the Presidential Election.

Contractual salary adjustments have been included in accordance with the Salary Administration Plan and/ or Collective Bargaining
Agreement.

The following chart shows overall General Government spending over a 5-Year Period. The proposed level of funding for FY2017
$1,300,727 or 4.76% above FY2016.
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Central Purchasing

Central Purchasing is the cost center used to track costs that are not easily allocated among departments, such as telephone charges and
equipment maintenance. In FY2017, the preliminary recommendation is for a total of $55,303, which is slightly higher, $+2,353, than
the FY2016 appropriation. We will continue to investigate the feasibility/ viability of transferring telephone service to Voice over IP
and will be implementing that measure when it makes the most sense. VoIP is a proven cost effective solution to significantly reducing
monthly telephone charges.

The following chart shows overall Central Purchasing spending over a 5-Year Period.

Central Purchasing Spending FY2013 - 2017
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Police Department

The Lunenburg Police Department employs 14 full time officers- one Chief of Police, one Lieutenant, one Detective Sergeant, a
Community Outreach Officer, a K-9 Officer, three Patrol Sergeants and six Patrol Officers. The Police Department also employs 14
Reserve Intermittent Police Officers.

The Police Department is broken down into three branches- Administrative, Investigations and Patrol. The Police Chief and
Lieutenant lead the administrative division with support from the Public Safety Coordinator (civilian). The Lieutenant is second in the
chain of command and is responsible for overseeing Investigative Services, Traffic Enforcement and K-9, the Desk Officer (funded
through Dispatch Budget), the Reserve Police Officers and the Patrol Division. The three Patrol Sergeants and the detective Sergeant
are third in the chain of command. The Patrol Sergeants are responsible for supervising the Patrol Officers assigned to their
prospective shifts including support units such as the Traffic Enforcement/ K-9 Officer and the Desk Officer. The Detective Sergeant
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heads the investigative unit, is responsible for the supervision of all high profile cases, and acts as the liaison to the Federal and Local
Drug Task Force.

The Police Department is in operation 24 hours a day, 7 days a week. Two patrol officers are assigned to each shift with support from
the Traffic Enforcement/ K-9 Officer and the Community Outreach Officer who each work two day shifts and two evening shifts. A
Reserve Officer is assigned to the Desk on a full time basis from 7AM to 3PM, Monday thru Friday. The desk coverage is extended
from 3PM to 7PM during the week on a per-diem basis.

The Police were dispatched to approximately 5600 calls for service and self-initiated another 7800 calls, responded to 278 motor
vehicle accidents, investigated 1253 incidents, conducted 4039 motor vehicle stops, wrote 2440 motor vehicle citations, arrested 371
persons, summonsed 259, and placed 12 people into protective custody. The work load will exceed 23,000 hours in the current fiscal
year. With 14 officers, including the Police Chief, staffing deployment would have to be adjusted over 100 times to effectively
allocate resources and meet daily needs.

Increases in FY2017 will come in the form of contractual pay raises, as the current Collective Bargaining Agreement expires on
06.30.16. Funding has been set aside in the Salary Reserve Account to settle this Agreement. Line items such as- overtime, lock up,
investigations and field services, longevity, educational incentives, shift differential, firearms qualifications and in-service training-
will be affected by negotiated pay raises.

The Above Target request includes the addition of 3 Officers and an increase in Desk Watch to cover 12 hours on Saturday and
Sunday. The Desk Officer answered 7000 phone calls, took approximately 3200 lobby inquiries and complaints, and wrote
approximately 150 reports in calendar 2015. Further, the Desk Officer was also responsible for Suicide Watch for 146 detainees either
taken into custody overnight or during daytime hours.

Last year, 94 suspects were detained in the Lockup on weekends. This required 937 Overtime hours of prisoner watch coverage. If the
Desk Watch is increased to cover 12 hours on Saturdays and Sundays, that number would be cut in half, which would result in an
estimated savings of about $20,000.

The request for an increase in staffing is again fueled by the workload. In the past 5 years, the Police Department has seen an increase
in arrests of 180%, a 61.9% increase in reportable incidents (incidents which require a follow up investigation and/ or court
complaint), and a 20% increase in motor vehicle accidents. The FEB Uniform Crime Report, Table 71, indicates that the average
number of police officers in a New England town with a population of 10,000 — 24,999 should be 1.8 per 1000 inhabitants. Lunenburg
has 1.39.

The Chief has prepared additional statistical data in support of the need for additional personnel in support of his Above Target
Request of $207,482 to fund the hiring of 3 additional Police Officers.

We have tried, on a number of occasions to obtain funding for additional Officers through the COPS Fast and/ or Universal COPS
Hiring Grants. While we feel that our case is quite compelling, we have not been awarded grant funding, as the vast majority of those
funds have been targeted to urban areas and/ or to rehiring in communities that had been forced to cut staff.

While 1 have not included funding in the FY2017 Budget for additional personnel, it remains a top high priority, however a detailed
analysis of the full cost of additional Public Safety Personnel, either Police or Fire, would need to be conducted to assure that a
sufficient and sustainable level of funding is available to cover these increased expenses.

In FY2016, the function of Animal Control was moved under the authority of the Police Chief, but the budget remains under the
category of “Other Protection,” which is detailed below.

Additional Goals, Objectives, Initiatives, Efficiency Measures for FY2017 include.

1. Complete Feasibility study for Regional Animal Control. Status: Report Received. Town reorganized Animal Control
function locally, but continues to look for regional opportunities.

2. Feasibility study for Regional Lock Up. DLTA Grant through MRPC, Spring 2016. Status: Town needs to apply for

grant if it wishes to move forward in this direction.

Implement Municipal Towing Contractor Service Policy and Agreement. New Revenue Source. Status: Under Review

4. Review current bylaws and update the fines to bring them into compliance with current state laws & commercial motor
vehicle regulations. New/ Additional Revenue Source. Status: Draft completed, awaiting Town Counsel Review,
anticipated March 2016.

5. Reduce costs associated with professional development by training selected officers as trainers and identifying required
training and other educational programs that can be performed on-site.

(98]
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Total spending in this category is recommended at $1,442,005, which is an increase of $30,023. or 2.13%, over the FY2016
appropriation. The departmental request for additional personnel is not included in the Town Manager’s Recommendation.

The following chart shows Police spending over a 5- Year Period. Please note that in FY 14, Utility Costs were transferred from this
budget to Public Facilities.
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Fire Department

This category of spending covers the Fire Department and both Hydrant and Radio Maintenance expenses. The Department provides
Fire, Rescue and Emergency Medical Services at the BLS (Basic Life Support) level services for the entire Town. Additionally, the
department provides many preventative services, fire code inspections, training and specialized response such as trench and water
rescue.

The department operates twenty-four- (24) hours per day, seven- (7) days per week, year round, with a full-time/ career staff of five-
(5) and forty-one (41) Call Personnel, either Firefighter, EMT or Firefighter-EMT. The career personnel staff the Station Monday
through Friday, 6AM to 6PM and respond to all calls, along with available call personnel as needed. The Station is manned 6AM to
6PM on Saturdays and Sundays by the Call Department and is unmanned 6PM to 6AM on weeknights and weekends. All personnel
carry radio pagers and are “toned out” over the radio when needed. Appropriate personnel then respond to the Station and pick up
needed equipment, or respond directly to the incident location if they are nearby. The number of personnel dispatched varies
depending on the type of incident, from 1 to 3 personnel, to the entire department if the incident warrants that level of response.
Career personnel are expected to respond to off hours calls as needed. During hours that the Station is unmanned, 2 EMT’s are paid a
“hard call” stipend to be available for EMS calls to guarantee a response. In addition, each Fire Officer takes a turn in rotation to be
available as a “Duty Officer” on weekends.

The following chart details Fire Department calls by Primary Incident Type.
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Calls by Primary Incident Type
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The Department operates the following emergency apparatus and equipment.

3 Engine Companies-, also known as “Pumpers.” These units carry water, hose, nozzles and other equipment for extinguishing fires.
Though each carries the basic equipment required to perform its functions, the tree units are also equipped to perform specialized
functions, whether it be enhanced fire attack, or water supply from distant water sources. The third engine is a specialized unit and
also serves as the Department’s Heavy Rescue Unit, carrying the “Jaws of Life” and other Technical Rescue gear.

1 Ladder Company- The Ladder truck provides access to elevated locations for firefighting and rescue situations. The unit is equipped
with a 110’ aerial ladder, allowing it to reach up to 8 stories in height, or more importantly, lower heights up to 100’ from the truck.
The truck is also equipped with over 250’ of ground ladders for situations or locations inaccessible to the aerial. In addition, the
Ladder is also equipped with various saws, generators, hand and power tools for forcible entry, ventilation and overhaul of fire scenes.
Large tarps and other equipment for salvage of furniture and belongings after a fire are also carried.

2 Forest Fire Units- The Forestry or “Brush Fire” units are specialized apparatus designed to operate in off-road conditions to allow
access to woods and grass fires. Standard fire apparatus are often too large and too heavy to operate off-road in these conditions.
Brush trucks are 4-wheel drive and have higher ground clearance than standard fire apparatus. They are equipped with winches,
shovels, extinguishers and portable pumps. The larger of the two units is equipped with a similar size pump and water tank as the
standard pumpers and has some structural firefighting ability.

2 Ambulances- Both are State Licensed Class 1 ambulances and are equipped to the EMT-Intermediate Level of Care. The newer
ambulance servers as the primary ambulance and responds to approximately 80% of the calls. The oder unit serves as the backup
ambulance and handles approximately 20% of the calls. Both units are equally equipped.

1 Water Rescue/ Dive Truck- This unit is a converted ambulance which formerly served our Town. It was converted by our own
personnel at minimal cost. It carries water and ice rescue equipment. It also carries SCUBA gear for department personnel who are
part of the Regional Dive Team.

Total spending for this category is $773,270, which represents an increase of $24,730 or 3.30% over FY2016. [Please note that in
previous years, funding for Dispatch was also included within the Fire Department. As a result of regionalizing the Dispatch function,
appropriations have been restated.] The Chief has submitted an Above Target Request of approximately $205k, amount sufficient to
cover 24/7 Ambulance Coverage through use of Per Diem Staff. Unfortunately, due to budget constraints, this request has not been

funded.

This recommendation provides for about the same level of service currently provided for in FY2016, with additional funding to cover
negotiated pay raises and more adequate fund estimated overtime costs.
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The biggest challenge for the department will be response times during evenings. The Chief has made an Above Target request for
additional funding for shift coverage duing these times. While the justification can easily be made, the funding isn’t available.

The Town is facing the need to replace most of its Fire Apparatus. This will be a very costly endeavor and can’t be fully absorbed
within the existing Capital Budget. The Town authorized the replacement of one truck in the FY'15 Capital Budget, to be paid for over
a period of 5 years, including FY2015. At the time, it was stated that no additional truck would be replaced until the first truck is fully
paid. It is important that we be able to make good this commitment.

The following chart shows Fire spending over a 5- Year Period.

Fire Department Spending FY2013 - 2017
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Radio Watch/ Dispatch

In previous years, the cost associated with providing Emergency 911 Dispatch was included within the Fire Department Budget. In
FY2012, the Town decided to join the Nashoba Regional Dispatch District, along with the towns of Harvard and Lancaster and
Devens. Special legislation has been sought, and finally approved in January 2015, to allow for the creation of the district and all 4
communities have signed an Intermunicipal Agreement. Funding for all capital aspects of this endeavor have been funded through
State and Federal Grants. The 4 members of the District will be responsible for the Annual Operations, which will be divided equally
and assessed. The district officially began operations as of July 1, 2013. Lunenburg was the first to transition, in June 2013. The
other 3 communities migrated soon thereafter. In late 2015, the District approved the membership of Bolton effective July 1, 2016 and
tentatively approved the membership of Berlin effective July 1, 2017.

Saving money was never a stated goal of this transition. The driving force was cost avoidance and providing a high level of service.
To partially offset the void created by the loss of 24/7 coverage at the Station with Dispatch Personnel, a Desk Officer position was
created. This position also provides coverage/ monitoring of the Lock Up Facility, Monday — Friday, 7:00 AM — 3:00 PM. Effective
in FY16, Per diem coverage from 3 PM to 7 PM is now also provided on a regular basis. This position also provides valuable
assistance to both the Fire and Police Departments by routing inquires or complaints to the appropriate personnel, routing requests for
service to the appropriate personnel, issuing and logging permits, and/ or writing reports and taking witness statements.

The total recommended appropriation for Radio Watch/ Dispatch for FY2017 is $273,875, which represents a decrease of $14,100 or
4.9%. The FY17 Assessment for the district will decrease from $191,975 to $170,875 as a result of the addition of the Town of
Bolton. $7k of the savings will be reinvested in the Desk Officer position to provide some weekend coverage.

Other Protection
The Other Protection category includes funding for Building Inspection, Gas, Plumbing and Wiring Inspection, as well as for the

Inspector of Weights & Measures, Municipal Hearings Officer, Civil Defense and the Animal Control Officer.

The primary duties of the Inspections Departments are to conduct Code Inspections and make Zoning determinations in accordance
with State Law and Town Bylaws. Building Permit Applications are first reviewed to insure that all of the proper information and
requirements from the applicant are complete. In addition, the plans for the building and the site are reviewed for Code and Zoning
Compliance. Provided that the application and the site plan are in compliance, a fee is assessed with the associated work to be
completed and a building permit is issued. After the work has begun, the necessary inspections relative to the work are conducted by
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the Inspector associated with the work performed. The Board of Health Agent, Wiring Inspector, Plumbing Inspector, Fire
Department and the Building Inspector are the primary inspectors for most permits.

The volume of work in Inspectional Services has held stready the past few years due to the modest amount of residential development.
The function of Animal Control has been transferred under the authority of the Police Department, though funded here. Funding for
this function has been increased from $25,300 to $50,000 in FY17, as the Town anticipates the need to increase response/ service
levels in this area and to potentially find a new kennel facility for stray or quarantined animals due to the anticipated retirement of the
current Animal Control Officer.

The total recommending spending for this category is $221,860, which represents an increase of $31,368 or 16.47%. This increase
also provides funding for contractual salary increases. The reduced 4-day work schedule implemented in FY2013 will continue.

To align the department for further efficiency and/ or to take advantage of emerging opportunities, the following recommendations
were made in FY2015 16, with efforts continuing into FY2017.

1.  Work with the appropriate departments to conduct a comprehensive review of all properties currently town-owned, properties
with a significant tax lien, and/ or properties in a significant state of disrepair and make recommendation for action, if

appropriate.
2. Conduct a review of current fees paid to Gas, Plumbing and Wiring Inspectors to determine whether fees are reflective of

current day practices.
3. Investigate the feasibility of Regional Animal Control Services.

The following chart shows Other Protection spending over a 5- Year Period.

Other Protection Spending FY2013- 2017
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The category of Public Works encompasses the Departments of Highway, Vehicle Maintenance, Traffic & Signs, Public Buildings &
Grounds, Cemetery and Parks. [Note: The appropriation for Public Buildings/ Facilities was split in FY2014.] Adjustments have
been made in prior appropiations for accurate comparison purposes.]

The Highway Division provides for the maintenance of approximately 200 lane miles of paved roadways, repairing potholes, patching,
and overseeing large subcontracted paving operations. Associated with roadway maintenance are street signs, traffic line painting,
shoulder reconstruction, and street sweeping. Highway staff manages and supports the storm water system installing and/ or rehabbing
drainage, systems and structures and the cleaning of over 1500 catch basins. The department has taken the lead in the successful
compliance with EPA and DEP mandated regulations for Storm Water Management.

The Public Buildings & Grounds Division is responsible for the maintenance and upkeep of the following municipal facilities: DPW
Garage, Park Building, Cemetery Building, Ritter Building, Old Primary School, Public Safety Complex, Town Hall, Eagle House,
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Library, Teen Center, Jones House, as well as the Town Common, Town Beach and all athletic fields and playgrounds excluding
School properties. The division is managed by a Facilities Director, with the assistance of a janitor responsible for Town Hall, Eagle
House and the DPW Garage and contract janitorial services for all other buildings. The HVAC systems at the Library, Public Safety
Complex and Town Hall are maintained by a contract service. The age of many of the buildings being maintained creates a
tremendous amount of work.

Both the Parks and Cemetery Divisions are overseen by a Board of Commissioners. The Cemetery Division has a staff of 1 FTE. The
Parks Division maintains their properties through mowing contracts and seasonal personnel.

Total spending for the Department of Public Works is recommended at $1,507,930, which represents an increase of $40,192, or 2.74%
over the current fiscal year. This includes an amount of $250,000 for Road Maintenance, which is level funded at last year’s
appropriation. This will be combined with the Chapter 90 funding the Town receives on an annual basis. Approximately $400,000 is
anticipated, meaning there should be about $650,000 available for road maintenance in FY17. All work done will be in accordance
with the Town’s Pavement Management Plan. As has been stated, funding closer to $1,000,000 is what is actually needed to maintain
roadways in good repair. The current Financial Forecast calls for increasing the local appropriation on an annual basis. Further, in
March 2016, the Board of Selectmen will release a revised plan for funding of Residential Roads.

A total of $50,000 has been included in the Proposed Budget for Stormwater Management Projects.

The chart below shows the 10-year history of the Snow & Ice Account. The average expenditure over 10 years is $313,641, up from
last year’s 10 year average of $311,384, while the average expenditure over 5 years is $395,122, up from last year’s 5-year average of
$354,539. One major contributor to the increase in expenditure is the large increase in Salt- 44%- in the past 5 years, and Sand- 25%-
in the past 5 years. Additionally, the Town only began purchasing Sand in FY2007.

10-Year History of Snow & lce Account
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I have chosen to level fund the recommendation for Snow & Ice Budget at $275,000. Although this does leave us with some level of
exposure, it is far more realistic than what the Town was budgeting just a few years ago. In the future, it makes sense to set aside
$275,000 — 300,000 for Snow & Ice Expenditures, if that can be done without reducing other services

To align the department for further efficiency and/ or to take advantage of emerging opportunities, and/ or to meet new mandates and
requirements, the following items are included in the budget recommendation.

1. Fully implement modern Fleet Management Software package to: make better, data driven decisions; reduce maintenance and
operating costs; ensure regulatory compliance; and improve efficiency through work planning. The Town has received a
grant from MIIA, our insurance carrier, to purchase a new software program. Status: completed and in use.

2. Implement system of planning, tracking and reporting daily work to easily demonstrate departmental workload and need for
additional funding. Status: system developed and in use, effective FY2015.

3. Continue to evaluate all roadways in need of maintenance to determine whether grant funding, such as TIP, is available.
Status: Pavement Management Plan updated. BOS to unveil revised plan for Residential Roads; Draft Traffic Rules
& Orders under review by Town Counsel, anticipated return March 2016.

4. Funding to hire a consultant to work with the Town to insure MS4 Stormwater Permitting Requirements are timely met and to
conduct a feasibility study relative to implementation of a Stormwater Utility Fee. Status: BOS appointed a Stormwater
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Task Force to work with Staff. Separate funding source included in FY2016 Budget. Slight funding increase for
projects in FY2017.

In FY2017, the Department will continue to review and document workload in order to identify additional efficiency measures. The
following chart shows Department of Public Works spending over a 5- Year Period.

Department of Public Works Spending FY2013 - 2017
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Public Buildings/ Facilities

For the first time in FY2014, all costs associated with public buildings were removed from individual department budgets and into a
central location- the Public Buildings appropriation. This realignment was made as there had been no consistency in the appropriation
and payment of utility bills. For instance, all utility charges for the public safety building are funded in the Police Department Budget.
This means that the true cost of the Police Department is overstated, while the true cost of the Fire Department is understated. It has
been said that there is an interest in representing the true cost of departments, which is why funding is provided in some. However, as
demonstrated, this is not the case universally. Further, by having a decentralized operation, more individuals are involved, decreasing
efficiency. The appropriation for Utilities for the Public Library will stay with that department for now, to insure the Town meets its
Minimum Appropriation Requirement (only direct appropriations are counted toward the MAR).

The recommended level of appropriation for Public Buildings is $607,217. This level of funding includes salaries for 2 FTE’s, along
with funding for all Public Buildings expenses, as well as expenses associated with the Landfill, Lake Shirley Dam and Teen Center.

To align the department for further efficiency and/ or to take advantage of emerging opportunities, the following recommendations
were made in Prior Fiscal Years, with current status noted below.

1. Issue a Request for Proposals for Performance Contracting to determine whether there are opportunities for additional energy
efficiency projects. Status: was on hold awaiting results of Building Reuse Committee Report. Working with Green
Communities Task Force on projects at the Public Safety Building, Library and Council on Aging. COA & Public
Safety projects completed. Library project awaiting action by GCTF.

2. Undertake a cost analysis to determine whether it makes sense for the Town to purchase street lights. Status: project on
hold; need to find another consultant.

3. Complete negotiations on private solar array projects. Use Net Metering Credits to offset current electric costs. Status:
Contract negotiations complete. Project achieved Commercial Operations Status in July 2014. Annual projected
revenue is $130,000. A second project was negotiated with Nexamp which will result in a Net Metering Credit value
of about $20k.

4. Work with the Green Communities Task Force to determine the feasibility of extending a natural gas line to the Public Safety
Building. Status: on hold.

5. Work with MIIA to obtain a grant for Facilities Maintenance Plan. Status: grant can be submitted in FY2017.
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Solid Waste

The Town currently operates a highly successful and award winning Pay As You Throw (PAYT) program. It is estimated that a total
of 3,200 households out of a total of 3,800 currently participate. It is assumed that the remaining 600 households utilize a private
service. All households in town are eligible to make use of the recycling component of the program.

A new 10-year contract was negotiated with a new vendor, Casella Waste Services, Inc. This contract went into effect on July 1, 2011.
This new contract provides significant savings over the prior contract, both for Recycling and Solid Waste Disposal. The General
Fund will continue to only cover the cost of the Recycling Program, which is open to all households for no additional fee, as well as for
Solid Waste Disposal and Recycling at all municipal buildings. Funding is also provided for the Town’s participation assessment for
the Devens Household Hazardous Waste program, which provides an opportunity for residents to dispose of this waste 20 times per
year. The recommended appropriation for these costs is level funded at $174,150.

To align the department for further efficiency and/ or to take advantage of emerging opportunities, the following recommendations are
being made.

1. Investigate additional ways to determine the number of households participating in the project to insure the cost per bag fully
covers the associated service. While the contractor is providing some data on participation rates, the counts vary widely and
therefore are unreliable. Status: Data provided by vendor has been determined to be unreliable as the counts vary
widely. This may be due to human error or a wide variation in weekly program participation. We will continue to
investigate ways to determine participation rates.

Health & Sanitation

The Mission of the Board of Health is to develop and maintain innovative programs to safeguard and improve the general health of the
citizens of the Town. Responsibilities include developing and promoting disease prevention and wellness programs as well as
improving health education and environmental awareness. The Board of Health is also responsible for interpreting and enforcing the
provisions of the State Public Health Code, State Sanitary Code, State and Local Environmental Codes. Services and duties of the

department include:

e  Setting up agendas, appointments and preparing necessary paperwork for meetings and hearings; preparing meeting minutes;
follow up

Handling nuisance complaints

Water Quality testing; annual inspections; well testing; and 1A system testing

Housing Violations

Reviewing plans and coordinating with other boards to make sure Board of Health interests are properly considered; drafting
deed restrictions when necessary

Animal Control Issues

e  Emergency Preparedness Planning

e Providing community nursing through Nashoba Nursing

Departmental staff has traditionally included one —(1) part-time Administrative Assistant, a contract Health Agent, and a contract
Nurse. The department is under the general direction of the Board of Health. The total recommended spending for FY2017 is

$69,154, which represents a 3.74% increase.

Council on Aging

The mission of the Lunenburg Council on Aging is to advocate for improved quality of life for all senior citizens through supportive
services, programs and education. The Council on Aging was established under M.G.L. Chapter 40, Section 8B, in 1967 to include
setting of local policy for the administration of elder programs and services and to develop, coordinate and conduct such activities
which advocate for elders.

The Council on Aging operates the Senior Center through the Director, who plans and administers the budget, executes those
programs, services and activities which enhance independence and improve quality of life. The Council on Aging is responsible for
the oversight and upkeep of the Senior Center working in conjunction with other Town Departments.
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It is also the mission of the Council on Aging to assist elders to remain in their homes and in their community for as long as possible.
The Director, along with other staff members, supports elders and their families with referrals to proper agencies in order to find

needed services.

Departmental Goals include: advocacy for the elder population; increased community visibility; preparing for changing needs of
elders; collaborating with other Town Departments or groups to develop programs beneficial to elders; interacting with Lunenburg
Public Schools to promote inter-generational opportunities; creating opportunities for older adults to explore new experiences and to
foster their skills and abilities; and to develop a budget which adequately reflects the need for programs and services available.

The recommended appropriation for the Council on Aging for FY2017 is $111,945, which is an increase of $735, or 0.66% over the
FY2016 appropriation. Adequate hours for the Outreach Worker and Transportation Services continue to be a concern. The

department will continue to investigate potential partnership opportunities with neighboring communities in FY2017.

The following chart shows Council on Aging spending over a 5-year period.

Council on Aging Spending FY2013 - 2017
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Veterans Administration

The mission of the Veterans Administration Office is to provide financial and medical aid assistance to needy veterans and/ or
dependants in accordance with M.G.L. Chapter 115, CMR 108 and through the Commonwealth of Massachusetts’ Department of
Veterans Services. The state will reimburse the Town 75% of the expense of authorized assistance provided to veterans in Lunenburg.
It is also the mission of the department to assist veterans who may not be eligible under Chapter 115 by working with them to get
proper alternate sources of help through the U.S. Veterans Administration, Social Security or SSI.

The recommended level of spending for Veterans Administration for FY2017 is $106,500, which reflects a best estimate of anticipated
benefits to be paid in FY2017. This amount is projected to cover the benefit to be provided to eligible veterans already qualified for
services.

Lunenburg Public Schools

I am recommending an appropriation of $18,158,060 for Lunenburg Public Schools for FY2017. This represents a 3.67% increase
over the current year appropriation of $17,515,092, or an increase of $642,968. The increase is funded both by a projected increase
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in Chapter 70 of $122,524 (2.1% increase), 40S Smart Growth Revenue in the amount of $119,257 and local receipts of $401,187.
This recommendation falls far short of the Superintendent’s/ School Committee’s Recommended Budget of request of $18,470,655.
The delta between the Town Manager’s Recommendation and the Superintendent’s & School Committee’s Recommendation of
$312,595. This gap is wide and a meaningful bridge will be hard to come by, without full funding of the 70% reduction in Above
Effort Funding as is proposed in the Governor’s Budget. If this additional Chapter 70 Aid is funded, the delta will be reduced to a
much more manageable $21,072. The Town Manager’s Recommended appropriation is expected to meet the Town’s Net School
Spending Requirement of $15,538.425. Additional information supporting the Superintendent’s Budget Request is included in the

Appendix to this document.

Below is a chart showing Lunenburg Public School’s spending over the last 5 years.

Lunenburg Public School Spending FY2013 - 2017
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Monty Tech Assessment
At the present time, the Town has not been provided an unofficial estimated assessment to the Montachusett Regional Technical

School. The estimated assessment is expected to be received in March. The minimum contribution is based upon actual enrollment
from the 2015 — 16 School Year. I had not yet received enrollment information when I prepared this budget recommendation, however,
I have been able to independently verify a Foundation Enrollment of 91 students and a FY2017 Required Contribution of $833,619,
which is what I am currently carrying as a placeholder. It is possible that an adjustment will need to be made sometime in March to
reflect an assessment above minimum. This placeholder amount of $833,619, represents a 4.27% increase over the FY2016

appropriation.

Library

Lunenburg Public Library is an inspiring destination providing all who enter literature, popular materials, educational resources and
current technology in a welcoming, accessible environment. Our mission is to continue to provide access to information people can
use in their daily lives. The Library, which is a very popular destination for all ages, becomes even more popular during difficult
economic times. People turn more toward the Library’s resources-traditional books, audio books, magazines, newspapers, music
dvd’s, movies, etc.- when their own resources won’t allow the purchase of the same.

The recommended appropriation for the Library for FY2017 is $370,739, which represents an increase of $6,890, or a 1.89% increase
over the current, FY2016 appropriation. The minimum level of spending required in order to meet the Municipal Appropriation

Requirement (MAR), which is the minimum amount that the State requires the Town to appropriate for the upcoming fiscal year in
order to maintain certification is $364,696 (calculation provided directly by Library Director).

The following chart shows Library spending over a 5- Year Period.
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Library Spending FY2013 - 2017
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Debt Service

Debt financing is the primary means of financing large capital projects in Lunenburg. The use of debt allows the Town to afford the
construction of large scale capital assets in a systematic and planned manner.

The mission of the Town as regards to debt management has several components.

e To achieve the best possible true interest cost associated with the debt.

e To maintain an amount of debt to be issued and retired each year that results in the impact on the tax rate that is fairly
consistent year to year.

e To maintain the highest credit rating possible.

e To keep the average weighted maturities of outstanding debt as low as possible so as to hold down the amount of debt service
that is allocated to interest costs and to allow for the issuance of new debt as the need arises.

This budget provides for the repayment of principal and interest on the Town’s long-term General Fund debt. The Town issues debt
pursuant to votes of Town Meeting to provide funding for major projects, in accordance with Massachusetts General Law, Chapter 44,
Sections 7 and 8. The maximum amount of debt for each project is authorized by Town Meeting, and then the Town Treasurer issues
the bond after working with the Town Manager and the Town’s Financial Advisor to design and structure the bond, and with the
approval of the board of Selectmen.

The General Debt Limit of a city or town consists of a Normal Debt Limit and a Double Debt Limit. The Normal Debt Limit is five-
(5) percent of the valuation of taxable property as last equalized by the State Department of Revenue. A city or town can authorize
debt up to this amount without State approval. It can authorize debt up to twice this amount (the Double Debt Limit) with the approval
of the state Municipal Oversight Board, which is composed of the State Treasurer, the State Auditor, the Attorney General and the

Director of Accounts.

There are many categories of General Obligation debt which are exempt from and do not count against the General Debt Limit.
Among others, these exempt categories include revenue anticipation notes, grant anticipation notes, emergency loans, loans exempted
by special laws, certain school bonds, sewer bonds, solid waste disposal facility bonds, and economic development bonds supported by
tax increment financing.

According to the most recent statistics, the Town of Lunenburg’s EQV for 2014 was $1,183,701,600. The Normal Debt Limit (of 5%
EQV) is therefore, $59,185,080. As of June 30, 2015, the Town’s permanent outstanding debt was $52,730,212, of which only
$16,662,216 fell under the Normal Debt Limit. The balance of $36,067,996 fell Outside of the General Debt Limit and is debt related
to the MS/HS Project ($29,210,000) and to Water & Sewer Projects ($6,857,996).

All debt obligations carry a bond rating. In FY2014, the Town’s bond rating was increased two notches, from “AA-" to “AA+.” This
increase means that future bond issues will carry lower interest rates, saving the Town money. It is important to note that the Town’s
bond rating has increased 4 grades since FY2009, when we were listed as a A rating (A to A+ to AA- to AA to AA+). This most
recent rating increase could not have come at a better time as we prepared to permanently finance the new Middle School/ High School
construction project. The Town’s Bond Rating was most recently confirmed, with a Stable Outlook, earlier this month (February

2016).

Debt obligations are funded by a number of sources, including: Water and Sewer Betterments, Septic Receipts, and tax dollars, raised
both within and outside of the Proposition 2 2 limit. Below is a graph showing Debt Service Spending. The amount identified as
General Fund (shaded in blue), is the amount of debt service spending that is funded through tax dollars raised within Proposition 2 Y%.
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Debt Service Spending FY20013 - 2017
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The total Debt Service Budget for FY2017 is $4,856,831, of which, $683,491 will come from the General Fund. This is down slightly
from FY2016. We will see a significant decrease in General Fund debt over the next few years. As discussed during the presentation
of the Finance Forecast, I am recommending that these funds be diverted to funding our Capital Improvements Plan as they become
available. It may also make sense to divert a portion of these funds to pay very short term debt service (3 -4 years) on the purchase of
large pieces of equipment.

Unclassified
The Unclassified category is a catch all for costs associated for specials services or for costs at a unallocated elsewhere in the budget,

the largest of which are employee benefits costs (for non-School employees), Liability Insurances and Reserve Funds.

The Town currently purchases Health Insurance for all active and retired employees through the Massachusetts Inter-local Insurance
Association (MIIA). By purchasing insurance through this cooperative, we are able to receive the benefit of being a part of the largest
municipal joint purchasing group. As a result of our membership in MIIA and due to the fact that in prior years, we have had very
favorable Claims Experience and as such, the Town has seen fairly low rate renewals, despite the fact that the medical inflation rate
still hovers around 10% annually. Our Claims Experience became less favorable and we received a renewal increase of 7% in FY17.
We have yet to receive our FY2017 renewal, but have been advised that our Claims Experience has become even less favorable and we
should expect the maximum capped increase of 12.8% increase. This increase will put our estimated FY17 cost at about the same level
as FY2012, before we made meaningful plan design change.

We anticipate a 2.5% increase in renewal for both Worker’s Compensation and General Liability Insurances. Of particular concern is
our Police & Fire 10D [Injured-on-Duty] policy. We only received one bid for this policy in prior fiscal years. It is too early to seek
quotes for FY2017. I am hopeful, based upon a better experience rating, that we will see that premium hold constant or begin to
decrease slightly.

The General Reserve Account, or Finance Committee Reserve Account, has been funded at $50,000.
An amount of $96,485 has been included in a Salary Reserve Account. Of this amount, $55,485 is in anticipation of contract

settlements. The remaining $41,000 is to fund Retirement Buyback Benefits to be paid out during the year. This is the fifth year an
amount has been budgeted for payment of these benefits, though this will need to be a recurring line item until all benefits have been

paid out.

The following chart shows Unclassified spending over a 5- Year Period.
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Unclassified Spending FY2013 - 2017
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Retirement Assessment

The Worcester Regional Retirement System annually provides each member Town an assessment based upon anticipated retirement
benefits to be paid out. The Town’s FY2017 assessment has been certified at $1,072,029, which represents an increase of $87,761 or
8.7%. The assessment is due in two installments, July 1 and January 1. This final assessment amount of $1,051,795 reflects a discount
of approximately 2%, or about $20k, for early payment, 100% on July 1. The Town would have to earn just about 8% interest on these
funds to make it worth our while to not take advantage of this option.

About 15.5% of the increase is attributable to Employer Normal Costs, while the balance of about 84.5% is attributable to the Town’s
annual payment toward the Unfunded Liability. There are 118.585 Active Members in our Member Unit. The average age of
members is 50.3 years, with 12.1 years of service. The average salary for Active Members is $37,413. There are 78 Retired Members
and Beneficiaries. The average age of retired members is 73.5. The Average Annual Pension is $16,582. There are 7 Disabled
Members- Accidental, with an average age of 69.5, receiving an Average Annual Pension of $25,666. There are 43 Inactive Members.

Non-Appropriated Expenditures

Cherry Sheet Charges & Underestimates are certain charges that are levied on the Town by State Law and are not subject to Town
Meeting appropriation. The principal items are Mosquito Control District, MBTA Assessment and Regional Transit. Other charges
are for the Air Pollution Control District (Ch. 111), Special Education (Ch. 71B), and the RMV Non-Renewall Surcharge (Ch.90; Ch.

GOA).

Cherry Sheet Offsets are amounts that are included on the Budget Summary to now reflect only two state revenue programs that are to
be spent without being part of the appropriated budget. These small grants programs are for the public library and the school lunch
program. We show these as “offsets” in the Non-Appropriated Expenditures category because the revenue for them is included in the
total Cherry Sheet Revenues, and must be used for direct expenditures to support the grant program.

Cherry Sheet Assessments are for tuition payments for Lunenburg students attending school outside of the district, either at a public
school in another town or at a charter school.

Capital Plan

The Capital Planning Committee has concluded their review of all Capital Requests and has submitted a final report, which includes
prioritization of all requests submitted. The full report can be found in the Appendix to this document.

The Committee has recommended funding the 12 items on the list which total $780,975. Presently, I have only been able to include

funding for the first 10 items, which total $619,475. If additional funding becomes available, other than Chapter 70 funding, I
recommend that is be directed toward the Capital Budget.
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Capital Planning Committee Recommendation for FY2017

cip Priority 1 Cumulative
Tracker Order Item Cost
PD16-12 1 Police Vehicle, Units 207 & 210 $ 107,000 $ 107,000
PD16-07 2 Bulletproof Vests, 29 Officers $ 17,500 $ 124,500
LPS16-21 3 THMS, Phone System Replacement $ 22,000 $ 146,500
LPS16-20 4 THMS, Intercom Replacement $ 22,000 $ 168,500
DPW17-01 5 Townsend Harbor Road Bridge $ 15,000 $ 183,500
DPW16-11 6 Catch Basin Cleaner Attachment $ 87,125 $ 270,625
DPW17-04 7 Mack Dump 6-Wheel, plow & sand $ 194,750 $ 465,375
DPW16-07 8 GMC Dump 350 (1-ton w/plow) $ 53,300 $ 518,675
TECH16-25 9 Town Departments (Technology) S 30,800 $ 549,475
FD16-13 10 Pickup, 4 x 4 (M1) Replacement (2003) $ 70,000 $ 619,475
LPS16-19 11 THMS, Asbestos Abatement/ Ceiling Replacement 3 145,000 $ 764,475
PD16-16 12 4-Wheel Drive, All Terrain Off Road Enforcement Vehicle $ 16,500 $ 780,975
Total: $ 780,975
Conclusion

At this time, and based upon the information currently available, I believe this to be the fairest, most equitable distribution of funding
for FY2017. This proposal fully funds all contractual obligations and further realigns and slightly downsizes the organization in
recognition of the fact that without additional revenue, we cannot sustain the level of service that we currently provide. A great effort
was made to carefully review and analyze every line item and in doing so, savings and efficiencies were achieved.

I would like to take this opportunity to thank each and every department head who has patiently worked with me throughout this
process. It’s been a difficult few months and many questions were asked, but in the end, I believe we have prepared a reasonable and
fair budget given the current climate.

/kal

The following pages contain the Town Accountant’s Reconciliation of the Town Manager’s FY2017 Preliminary Budget
Recommendation.
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