
Town of ActonFinanceCommittee

Memorandum

To: Acton CitizensandPolicymakers
From: Town of ActonFinanceCommittee
Date: November19, 2008
Re: Our ‘Point of View” with Respectto FY 2010BudgetPlanning

Introduction

At ourmeetingon November18, 2008,the FinanceCommitteeunanimouslyadoptedthefollowing as a
First Draft Point of View with Respectto BudgetPlanningfor FY2010 (the “FY 2010 Pointof View”).
Themotion requestedthe Chairto transmittheFY2O1OPointofView to all relevantinterestedparties,as
determinedby the Chair, with an invitation to comment. Commentsfrom individual citizens may be
directedto the FinanceCommitteeatfincom@acton-ma.~ov.

FY 2010 FinanceCommitteePoint of View with Respectto the 2010BudgetPlanningProcess

Background

Intent
U This memorandumis intendedto describetheFinCom’sPointof View with respecttoplanningfor

the FY2O1OTown andSchoolBudgets.
U Our original datefor deliveringthisPointof View was October1, 2008or thereabouts.Necessarily,

its creationhasbeendelayeddueto the SpecialTownMeeting.
U As with priorFinComPointsof View, weinvite commentsbackfrom the relevantoperatingboards

andadministrators.

TheOverallEconomy
U Thecurrentmacro—economicclimateis 1) extremelyadverse,2) volatile and3) trendingnegativelyin

nearlyall sectors.
U Uncertaintyis high; confidenceatall levels,but especiallyconsumerconfidence,is atrecordlows.
U Ironically, overall inflation hasabatedandis not afactorwith respectto 2010budgets.Further,with

respectto “drivers” inflationary costis un-linkedto macroinflation.
U The potentialfor andfearof deflationwill weigh down on local andstaterevenuegrowth.
U Staterevenuechangesgenerallylag theoverall economy,butthesharpnessof the drop in macro

economicactivity hasseverelyshortenedor eliminatedthatlag.

StateofMassachusettsFiscalPicture
U Overall, thepictureis bleak. Historically,whenthestatebudgetis strained,municipalfinancesare

disrupted.
LI MassachusettsTaxpayersFoundationis estimatingthe currentFY 2010revenueshortfall to be at

least$1.4billion.
U Capitalgainstax is the mostlikely revenuesourceto decline,andif it does,the shortfallcouldbe

higher.
Li Also, revenuesdueto communitiesfromtheLotteryproceedsaremoreuncertain.Lastyearthe

Governorrecommendedthatthe Lottery’s shortfallnot bemadeup out of staterevenues.The
legislaturedeclinedto takethattackusing“rainy day” fundstofill thegap. Thestate’scontribution
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to makeup the Lotteryshortfall is nowapparentlyup to $138million. Themake-upis likely to go

away.

Pointof ViewwithRespectto Acton‘s FY 2010Budget

Liquidity Assumptions
Thefollowing, roughliquidity assumptionswereusedin creatingthis document.
U Freecashin therangeof$ $2.5-3.0million.
U E&D in therangeof $1.0-1.1million.
U NESWC fund balancein therangeof $4.4 million, with $1 million reservedfor settlementpurposes
U Health InsuranceTrustreserveof $2.8-3.0million.

The CurrentStateofActonFinance
U TheTown of Acton’sfinancialposition is strong,albeitnot asstrongas in recentyearsdueto

macroeconomicfactors.
U With respecttothebalancesheet,Acton is in strongshapewith substantialreserves.Balancesheet

sourcesof cash,suchasfreecash,E&D andNESWCfund balancescontinueto providelatitudewith
respectto financialdecisions.

U With respectto theincomestatement:
o Revenueremainssteadyalthoughit is clearthatbothFY09 andFY10revenueis andwill

beunderpressure;
o Expensegrowth hasbeenmoderateenoughto avoidtax increasesevento the 2½%

triggerlevelsoverthelast two fiscalyears.
U Solid financial management,combinedwithcertainlargeincreasesin marginalrevenues(most

especiallyChapter70 funds),hascontributedto this strongpicture.
U Theoperatingentitiespolicy actionsto curtail newexpenditurefor the currentfiscal year(FY 2009)

arewholly appropriateandto beapplauded.Furthercostreductionfor the currentfiscalyear(FY
2009)mustbeplanned,evenif notexecuted.

OverallFY2OJOBudgetPlanning
U Thereis no needfor an operatingoverride.
o Indeed,thisis not thetime for anyoverrideof any kind, includingcapital or debtexclusion.
o Capitalplansshouldfocuson maintainingexistingassetsand,if essential,mustbefundedwithin

Proposition2 Y2 limits.
U The operatingentitiesshouldimposestrict hiring restrictions,allow attritionandnot payany bonuses.

In view of thesalaryparityproposaladoptedfor FY09for Townemployees,normalcompensation
growth is appropriate.Overall,managementshouldseektoprovideessentialservicesandavoid
layoffs.

U Continuedeffort mustbemaintainedto identifycostsavingsthroughelimination,substitutionand
automation.Thenotion of sharedservicesacrossoperatinggroupsandwith neighboring
communitiesmustbepursuedsteadily.

Driver Expectations
U Personnel. Growth in personnelfor bothmajoroperatingentitiesshouldbesharplycurtailed. New

personnelshouldonly be hiredto fill existingvacant,critical positions.Overtimeshouldbereduced.
U Salarygrowth. While weall acknowledgethecollectivebargainingconstraints,all growthin

negotiationsmusttakecognizanceof thesharplydecliningeconomyandthe pressureof taxpayers
owneconomicpain. We needtotakea“hard reality” approachto negotiations.

U Benefitsadjustment.Early RetirementIncentiveandtuition reimbursementbenefitsfor school
administrativecontractsshouldbereduced.
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U Chapter70 fundingis expected,atbestcase,to belevel fundedfor FY 2010. This may still resultin
an increaseto theSchools,dueto theway theformulaworks,but therateof growthoverthe past
threeyearsis gone.

U Healthinsuranceexpense.TheTrusteesof theHealth InsuranceTrustbelievethatunderlyinghealth
inflation isrunningat about10%. We do not haveany informationto contradictthis assumption
aboutcosts,althoughtheTrustitself is in strongfinancialposition. Thiscould be an areaof savings
ascertaintyincreases.

U Utilities ExDense. Ironically, therunup in 2008global utility costsandtherecentsharpdeclinesmay
presentan opportunityfor locking in favorablecontracts.The latestEnergyDepartmentnumbers
showadeclinefor 2009v. 2008in all categories.

RevenueSplit
U Therevenuesplit inplaceshouldbe maintained.
U As hasbeenrecentpractice,“leftover, unspentdollars”from theprior fiscal yearshouldbe allocated

off the top to theentity thatdid not spendthoseunspentdollars.
U A proposalto changethe split on marginal revenueshasbeendiscussed.Moreneedsto be

understoodaboutthisconcept,but fighting over“marginalpositiverevenue”duringtheseeconomic
timesisadelusion.

U As ageneralprinciple,the “Town” sideof therevenuesplit shouldincreaseover time, astheTown
hasgiven up revenueover thelastseveralyearsto accommodatethe expansionin schoolage
populationgrowth.

CitizenExpectationswith respectto TaxesandServices
o Theopportunityto reducethe increasein propertytaxesbelow the2 ½%triggerhasnowpasseduntil

stability returnsin theoveralleconomy.
U It is very likely thattaxpayerswill faceincreaseddifficulty in payingtaxes,so all abatement

programsmustbe activelyadvertised.
U On the othersideof thecoin, thedownturnin the economyrequiresthatthe town andschoolsadopta

vigilant approachto ourmostvulnerablecitizens,whowill needto besupportedby ourcommunity
throughadditionalservices,whichmaycarrya financialcost.

U Citizensshouldbepreparedto experiencemoderateservicereductionsin the shorttermasthe
policiesof theoperatingentitiesengage.Similarly, all citizensshouldbeawarethatthecapacityto
respondto requestsnot contemplatedin theannualbudgetwill be limited in ordertopreserve
flexibility necessaryto accommodatethe changingeconomicpicture.
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