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Finance Chairman Robert Salvatelli
And Members of the Finance Committee
And Other Members of the City Councit

Dear Chairman Salvatelli and Other Members:

The City of Leominster Budget Office hereby submits the Fiscal Year 2014 Budget Document Recap. This document provides the
reader with a brief synopsis of quantitative and qualitative outcome measures selected by the departments. Over time, the departments
will provide ten year trend reports for selected measures so that the reader will get a better understanding of the measure and how
strategic initiatives have impacted these outcomes. The reader will also be provided with selected strategic program objectives that
will be worked upon in the next year by the departmental programs. Selected departmental accomplishments of the prior fiscal year
are reported. The FY 2015 document will take a look at future planned strategic objectives.

This document also provides the reader with specific nuts and bolts of the financial frameworks in which these outcomes wil be
obtained. These framewarks include the revenue, expenditure, and reserve levels adopted and in place for FY 2014.

In addition, this document provides the detailed long term financial policy framework in which financial decisions are and have been
made in Leominster. Operating results of the prior five fiscal years are also included. Discussions and appropriation requirements for
the new Government Accounting Standards Board are detailed in the Executive Summary,

The Budget Office Jooks forward to making continued upgrades to our communications with the citizens of Leominster with the
budget document process in the fisture. This year's budget document upgrade includes an updated Statistical Section for observation
of trend data for revenue, expenditure, community, economic and environmental information, We are combining this trend
information with the expectation of measuring our progress toward long term strategic goals that are multi-fiscal vear in nature.

In addition to hard bound copies of this document for current and historical use, we would like to remind you that this document can
be viewed and downloaded from the City of Leominster’s Website (www.Leominster-MA.gov). It is located under the Comptroller’s
Department, 1t is hoped to be updated to include an e-book version

The Finance Department is again especially thankful for the thoughtful dedication to this ever evolving top level management project
by Emilie Moran (MBA) of the Budget Office.

A special thanks to the support given to this project by the elected officials in Leominster is also warranted for this essential
management oversight/management initiative to improve the transparency of our City of Leominster local government which also
serves as a communication device befween the department heads and the elected poficy making officials of the City.

Highest Regards,
Gidn G Richord

John I, Richard
Director of Financial Services




MAYOR’S OFFICE

City of Leominster, Massachusetts

CITY HALL - 25 WEST STREET DEANY, IAZZARELLA
LEOM'NSTER, MASSACHUSETTS 01453 dmazzarell{@leominster. ma-gov

www.leominster-ma.qov

TELEPHONE (978) 534-7500 FACSIMILE (378) 534-0668

MEMBERS OF THE CITY COUNCIL:

I am pleased to submit the Fiscal Year 2014 Budget Summary. As with previous year’s documents, this
consumer friendly book allows elected officials, as well as citizens, to see where their tax dollars are being
spent and to clearly see the various services and results provided by City departments. The City made
several informational upgrades this year and plans to add strategic plans for each cost center in the FY13
budget document. This and previous budget documents included current and past actually executed results
only.

Each year’s incremental changes to the Budget Summary translate into an enhanced publication providing
greater insight in the areas of revenue sources, tax base information, expenditures, and reserve funds and
services provided to our citizens. Through management analysis and charts, the reader acquires an
understanding of the issues facing the City of Leominster, and the strategies necessary to maintain sound
long-term policies.

['am also proud to announce that, again, this Budget Summary document will be available to the public
through the City of Leominster’s enhanced web pages. Our duty to keep civic officials and the electorate
informed about matters is a fiduciary responsibility that we take very seriously. We believe that our budget
and financial transparency are second to none in the state.

The primary budget objective for each department continues to be to provide the highest level of service to
customers without impairing the City’s sound financial condition. Due in large part to decreased funding
from the State, continual efforts will be made to improve productivity, lower costs and enhance services.

Over the next year, the City will continue to work to improve education for our children, upgrade service

quality In all areas, maintain and improve public safety capabilities, identify and implement strategies to
reduce and combat crime and promote economic opportunity for firms and individuals in the City.

In closing, I would like to thank everyone for working with me and the Department Heads during Fiscal Year
2013, The great recession that we are currently experiencing will pass as has the Ice Storm and its’
aftermath. 1 believe that we have accomplished a great deal and will continue to do 50 in the years ahead

Sincerely,

Dran G Wlsggarclls

Dean J. Mazzarella
Mavor




LONG TERM AND SHORT TERM

OPERATIONAL AND FINANCIAL

THEMES AND POLICIES
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Mayor’s Strategic
Themes - Long Term,

Customer Service Themes Financial Themes
The City must have a solid financial

The primary budgetary objective for each depart- [Internal Process Themes  foundation in which to build upon. In
ment is to provide the highest level of service to L . . ) addition to long standing financial
customers without impairing the City’s sound 1 e City will strive to continually improve policies that have proven successful,
financial condition. Continual efforts will be how it acc?mpllshes its strategic obj ectives 1o i City does have long standing fi-
made to improve productivity, lower costs and better service and meet the needs of its cus- 1o cial sirategic objectives and themes|

enhance service. tﬁrr'xers.(]?y supporting our d;parthments " which help to ensure the attainment of
! CIr endeavors to improve how they accom- e oeher strategic objectives of the
plish their strategic objectives, the customers City

. benefit.
1. Improve education for our

children. 1. Improve Bond Rating

1. National/State quality standards .
2. Achieve structural balance

2. Upgrade service quality in all of the budget.

area’s. 2. Manage by results. L . .

3. Maintain competitive rates in
all area’s.

3. Maintain and improve public 3. Respond to customer’s timely.

safety capabilities. 4. Upgrade/replace equipment

_ ) and infrastructure responsibly.

4. Identify and implement Learning & Growth Themes

strategies to reduce & combat

crime The City needs to invest in it’s technological 5- Capture revenue

capabilities and employee development which ~ Opportunities.

5. Promote economic opportunity will lead to enhanced service levels to City of

Leominst f in the future. 6. Provide a financial
folr firms and individuals in the cominster customers m the tuture safety net.
City.
1. Upgrade technological
6. Become the cleanest City in the capability.
State.

2. Close technology skills gaps.
7. Enhance the quality of life.

3. Support community based ap-
proach to problem solving.
8. Strengthen neighborhood pride.

4. Support increasing professional
skill levels.

11
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Financial Policies
And Strategies

Financial Policies

The City of Leominster

financial policies, compiled

below, set forth the basic
framework for the overall fiscal
management for the City. Oper-
ating independently of changing 6.
circumstances and conditions,

these policies assist the deci-
sion-making process of the

Mayor. These policies provide
guidelines for evaluating both
current activities and proposals

for future programs. 1.

Most of the policies represent
long-standing princi-

ples ,traditions and practices
which have guided the City in
the past and have helped main-
tain financial stability. They
are reviewed annually.

Operating Budget Policies: 8.

1. The City will strive to
achieve structural balance
by matching ongoing ex-
penses with ongoing reve-
nue Sources.

2. The City will match one
fime revenue sources to
fund one time expendi-
tures.

3. The City will strive to
properly budget for

adopted service levels. L.
4. The City will adopt a pru-

dent conservative method-

ology for both revenue and

expenditure forecasting. 5

5. The City will strive to pro-
vide that the City willend _

the year with an operating
surplus of at least 5 % of
revenues to provide for
unexpected and capital
needs for the following
fiscal year,

The City shall only negoti-
ate salary & wage in-
creases with a permanent
funding source available to
pay for the initial and sub-
sequent years of the settle-
ment.

The City will maintain a
budgetary control system
to ensure adherence to the
budget and will prepare
regular reports comparing
actual revenues and expen-
ditures to budgeted
amounts.

The primary budgetary
objective for each depart-
ment is to provide the
highest level of service to
customers without impair-
ing the City’s sound finan-
cial condition. Continual
efforts will be made to
improve productivity,
lower costs and enhance
service.

Revenue Policies:

The City will maintain an
up to date property valua~
tion system to ensure a fair
and equitable allocation of
the tax levy.

The City will establish all
user charges and fees at a
level related to full cost

(operating, debt service,
indirect and capital} of
providing the service.

3. The City wilk collect reve-
nues aggressively, includ-
ing past due bills of any
type.

Cash Management/
Investment Policies:

1. The City Treasurer will
deposit all funds on the
same day the funds are
received.

2. The City will issue quar-
terly tax bills to assist with
cash flow.

3. Investment of City funds
will emphasize preserva-
tion of principle (safety).
The “safety” benchmark
will be a four star rating as
established by the Veri-
banc rating service.

Investment liquidity and
yield shall be benchmarked
against the Massachusetts
Municipal Depository
Trust.

13




1.

I

Financial Policies
Debt Policies:

The City will not issue
notes to finance operating
deficits.

Financial Policies
and Strategies

5. The City will strive to re-
serve for all potential insur-
ance liabilifies.

The City will publish and 6. The City will develop an
distribute an official state- actyarial payment plan for

ment for each bond and
note issue.

The City will issue debt
for & period not to exceed
the useful life of the pur-
pose of the loan.

The City will issue debt
that amortizes debt princi-
ple at rates greater that
the Statutory Minimums.
The City will make use of |
internal borrowing capa-
bility when it is deemed
appropriate to do so.

Reserve Policies:

The City will strive to

have funds available to 3.
meet a normal level of
unexpected emergencies,
through the Emergency
Reserve account and
“Free Cash” balances.
The City will strive to
achieve a minimum 15 %
balance of the General
Fund Revenue within the
Stabilization Fund.

The City will strive to
maintain an unused levy |
capacity for use in emer-
gencies, if necessary.

The City will strive to

fully reserve for all out-
standing taxes owed to

the City at year end.

pension and other post em-
ployment benefit obligations
to address unfunded benefit
obligations.

Accounting, Auditing and
Financial reporting Policies:

The modified accrual basis
of accounting is applied in
all governmental, expend-

able trust and agency fund

types.

An independent audit will
be performed annually.

The City will produce an-
mial financial reports in
accordance with Generally
Accepted Accounting Prin-
ciples (GAAP) as outlined
by the Government Ag-
counting Standards Board.

Capital Investment Policies:

The City will develop a
multi~year plan for capital
tmprovement, update it
annually and make all capi-
tal improvements in accor-
dance with the plan.

The City will maintain its
physical assets at a level

adequate fo protect the
City’s capital investment
and minimize future main-
tenance and replacement
costs. The budget will pro-
vide for the adequate main-
tenance and the orderly
replacement of the capital
ptan and equipment from
current revenues when
possible.

3. The City has established a
Capital Investment Pro-
gram Fund to be used for
major projects and equip-
ment purchases which will
hold funds from multiple
sources and years.

Strategies and Plans

The City should develop strate-
gies and plans which specify the
means for accomplishing the
strategic outcomes wanted for
Leominster. These strategies
and plans are developed to en-
sure that City government un-
dertakes improvements to our
City in a coordinated and com-
prehensive manner.

Strategies should be carefully
developed to accomplish the
desired results without nega-
tively affecting other City of
Leominster strategic goals.

14




CITY OF LEOMINSTER
Statutory Budget Development Calendar for FY 14
January 13 February 13 March 13 April 13
S MT W T F 8§ S MT WT F § S MT WT F § S MT WT F S
1 2 3 4 35 1 2 1 I 2 3 4 5
6 7 8 9 1011 12 3 4 5 6 7T 8 9 23 4 5 & 1 8 6 7 8 9 1011 12
13 14 15 16 17 18 19 10 11 12 13 14 15 16 9 10 11 12 13 14 15 1314 15 16 17 18 19
20 21 32 23 2415 16 17 18 19 20 21 22 213 16 17 18 19 2 1 22 2021 22 23 2435 26
27 28 29 30 31 24 25 26 27 28 20 23 24 25 26 27 18 29 27128 19 30
30 31
May 13 June 13 July 1.3 August 13
S MT WT F § S MT W T F § S MT WT F § S MT WT F §
1 2 3 i 2 3 4 5 48 17 1 2 3 4 3 1 2
4 5 6 7T 8 9 10 g8 9 10 11 12 13 14 6 7T 8 9 1011 12 3 4 5 6 7 8 9
11 12 13 14 15 16 17 15 16 17 18 19 20 21 13 14 15 16 17 18 19 10 11 12 13 14 15 16
18 19 20 21 22 23 24 22 13 24 15 26 17 28 002122 23 2425 36 17 18 19 20 21 22 23
215 26 17 28 19 30 31 29 30 172879 30 31 14 35 26 27 28 29 30
31
September 13 October 13 November 13 December 13
S M T W T F § S MT WT F § S MT WT F S S MT WT F §
1 2 3 4 5 6 i 2 3 4 1 1 2 3 4 5 4
7 8 9 1 1112 13 5 671 8 910 11 1 3 4 5 6 7 8 7T 8 9 1011 12 13
14 15 16 17 1819 20 12 13 14 15 1617 18 9 10 11 12 13 14 15 14 15 16 17 18 19 20
21 22 23 24 25 26 27 19 20 21 22 23 24 25 16 17 18 19 20 21 22 21 22 23 24 25 26 27
28 29 30 26 27 28 29 30 31 23 24 25 26 27 28 29 28 29 30 31
30 31
Schedule of Events
January 13 23 Cry Council refers statutory budget to Finance Committee
3 Ditrbutestatutory budget forms 26 Department budget reviews by City Council Finance Committes
17 Distribute instructions for updating budget documents begin
June 13
February 13 6  Finance Committee reviews continue
7 Training sessions for new managers begin for all budaet documents 20 Einuncle Committee meets to make o recommendation to the City
oung
21 Public hearing for budget held
March 13 29  Fmal date for budget adoption
1 Stetutory budget docurments submitted te Mayor
1 Completed budget package submitted to Budget Office July 13
2 Budget documents complied and reviewed by Comptroller 1 Budget becomes effective
2 Mayorbegins intemal review of submitted documents
15 Mayorbegins budget presentotion meetings with departments July 13 thru November 13
Budget adjustments made as information arises
April13 Neovember 13
4  Mayorcontinues presentation meetings with departments Tax Classiication hearing held by City Council
20 Mayor concludes departmental budget meetings
27 Mayor begins intemal budget reviews with Comptroller December 13
Tax rate and tax recap set by state.
May 13
9  Mayor provides departments with intial budget amounts
16 Mayor submits statutory budaet document to City Council if School January 14 thra June 14
f?uc{%natdrequest b voted end the State “Cherry Sheet” amounts are Budget adjustments made as information arises.
maze . X ls
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Executive Budget Summary
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" Introductior

The Fiscal Year 2014 General Fund Budget total of

$112,005,407 S5represents a 1.61 % increase over the Fis-

cal Year 2013 Budget total of $110,227,323.

Budget Chart 1
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The 1.61% budget increase was possible because of Certi-
fied New Tax Growth (51,129,266} and a Proposition 2
1/2 Tax Levy Increase ($1,510439). The amount also
includes one time revenue that totals $345,332 while The
FY13 Budget included $1,486,000 one-time Federal/State

Aid.

Budget Chart 2
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The major changes in General Government revenue

sources from FY13to FY14 include a Proposition 2 1/2 tax
increase ($1,510,439), and Certified New Tax Growth
(51,129 266). Chapter 70 State Aid Education was in-

creased by $396,985. State Aid-General Governmental
Aid was increased by $114,427. Local Receipts (elastic-
type which contract during economic downturns) estimates
were decreased by $1,293,168 (mostly one-time aid),

Budget Chart 3

Revesue Source Changes FY 14
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Budget Chart 4

jor Changesin Expencitures FY 14
pe:
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Required Net School Spending (NSS) to the School De-
partment was increased by $1,233,999. The local required
district contribution increase of $837,014 along with the
State Aid increase of $396,985 results in a net increase of
$1,233,999 in the Net School Spending requirement for
FY14 ($67.647236 or 19 % increase over the FY13 Net
Schoel Spending requirement (NSS) 0f$66,413 237.
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The City has negotiated settlements during FY 2014 with
all unions and also the non-union group. In general, terms
include a 0.00% wage increase for FY 2010 and FY 2011,
a2% wage increase for FY 2012, along with 2 2% in-
crease as of 7/1/12 for FY 2013 with a 1% increase slated
for 1/1/2013, the second half of FY 2013. The settlement
increases included a 3% increase slated for FY 2014,

The City was able to fund the initial bond issued for the
High School Renovation Debt Service with $1,300,150.

The City has introduced an OPEB funding line item for
Active employess (Normal Costs) within the Group Health
Insurance budget category to more responsibly fund the
retiree health insurance benefits earned during the fiscal
year. It is the City’s intention to fully fund this newly rec-
ognized expense category as soon as possible. The State
has already passed legislation to assist the City with reduc-
ing these costs and the Governor has submitted additional
cost reduction initiatives to further reduce this tremendous
burden. The City has increased it’s OPEB contribution to
$1.900,000 in Fiscal Year 2014,

The Total Assessed Valuation of the City has again de-
creased. The City has utilized a Proposition 2 1/2 increase
forFY14,

Budget Chart §
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The Total Assessed Valuation for the City declined to
$3,061,564,349 for Fiscal Year 2014. This represents
88.0 % of Fiscal Year 2005 Total Assessed Valuation of
$3.255,748 300,

Budget Chart &
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The $203,726,839 increase in valuation during the past 10
year period includes Certified New Growth valuations of
$9.048.693 which resulted in growth in the tax levy equal
to $19,544,694 (unadjusted for future tax levy increases).
This Certified New Growth accounted for 39.8% over the
past 10 years of the total increase in the Tax Levy of
$19,544,694.
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Budget Chart 7
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Existing property valuation net changes amounted to a
decrease of $10,981,127 in value during FY 2014. Certi-
fied New Growth valuation totaled $48,221,900 for FY14
helped to offset the decrease of $59,203,027 in valuation
adjustments for FY'14.

Budget Chart §

Existing Property Valuation Changes
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This is the sixth consecutive decrease in valuation changes
of existing properties since FY03. Property values for
residential properties continue to decline during calendar
year 2012 sales which are reflected in FY 2013 real estate
values. Foreclosures of property in Leominster began to
increase significantly in August 2007. The impact upon
collection rates will be closely monitored. A number of
these properties had adjustable rate mortgages which were
initiated on originally favorable terms, but are being ad-
justed to market rate terms not as favorable.

Since many of these montgages are “underwater”, they are
unable to obtain favorable refinancing rates currently
available.

Budget Chart 9
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The City has seen a stabilization in the number of new tax
titles for FY 2014 . The number of new tax titles increased
to 78 from 77in FY 2013.
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The overall Net Valuation decrease has served to lower the
City of Leominster ultimate levy ceiling to $ 76,539,109 in
FY 2014. The ultimate levy ceiling is the maximum
amount that the City of Leominster could raise through the
tax levy in that particular year. This amount is equal to the
s0 called, “Proposition 2 1/2 Ultimate Limit”. The for-
mula to arrive at this levy ceiling amount is:

Total Assessed Valuationx 2.5%

This net decrease in valuation has resulted in the City haw
ing $13,475,563 incurrent override capacity in FY 2014.

Budget Chart 11
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The City trails the State-Wide EQV per Capita average
through FY 2014. The figures for F'Y 2014 indicate that
the Leominster EQV per Capita of $84,345 equates to
59.8% of the State-Wide EQV per Capita average of
$141,101. The FY14 EQV for Leominster is
$3,260,316,107.

Budget Chart 12
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State Aid - General Government revenue, Lottery Aid and

Hold Harmless Aid was increased by 2.33% ($114.427) in

¥Y 2014. All indications peint to the City becoming more

self reliant for revenue growth for the foreseeable future.
Budget Table 1

General Fund Revenue Sources
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Property Tax Levy

In FY 2014, the Property Tax Levy is $57,832,952. This
represents a 4.8% increase over the FY 2013 Property Tax
Levy of $55,182917. InFY 2014 asingle “Proposition 2
1/2” tax levy increase yields additional tax revenue of
$1,520,769. The amount of tax revenue raised by so
called “Certified New Growth” yielded $1,129 266 in ad-
ditional tax revenue in FY 2014, Of this amount,
$680,975 was related to Commercial, Industrial & Per-
sonal Property new value, while $448 291 was related to
Residential New Growth.

Budget Chart 13
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In the last 10 vears, the property tax levy has grown from
$36,180223 to $57,832,952 for a total increase of
$21.,652,729. “New Growth” has been certified for a total
0f $9,047,071 during this period. This is equal to more
than 41.8% of the total levy increase during this ten year
time period. Of the amount, $3,838,939 was residential

Budget Chart 14
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The Proposition2 1/2 total tax increase during this 10 year
period was $12,620,773

Budget Chart 15
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The underutilization of the allowed full Proposition 2 1/2
tax increases over the past several years has placed the
City in the position of having $5,230,895 in Excess Levy
Capacity in FY 2014. The cumulative total of tax capacity
not levied in the last 10 years totaled $52,022,267(see

new growth, while $5,209,754 was commercial, industrial, Budget Chart 28). The cumulative total of unused tax capacity

and personal property new growth {CIP). CIP growth dur-
ing FY14 was $417,775 compared to $448,291 in residen-
tial new growth.

since FY 1997 is $85,917,513. The City could have raised
this money through the tax levy without a Proposition 2
1/2 override vote.
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State Aid and Revenue Summary

State Aid-General Government has a net increase of
$126,855 for FY14 (+23%). Three categories of State
Aid that remain unfunded for FY 2014 are the School
Transportation, Highway Fund Reimbursement, and Po-
lice Career Incentive line items,

Budget Chart I6
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State Aid - Eduacation

The State Legislature changed the Chapter 70 funding for-
mula beginning in FY 2008. While the Governor submit-
ted a funding formula based on previous funding methods,
the Senate and House implemented a new formula for
FY08. The new formula impacted Leominster in two
ways, It decreased the amount of Chapter 70 Aid Leomin-
ster is to receive in FY 2008 and increased significantly
the local confributions the City must make in order to meet
Net School Spending requirements. The $ 43,232,362
Chapter 70 award for FY 2614 reflects a $ 396,985
increase over the FY 2013 award of $42,835,377 (0.9%).

Budget Table 2
Hscal Chapt Scholl  Schod  Charter Totd
Yexr n Trasp GCasfr Schod — BlAid
2006 313 0 15l 027 331
Ao 327 0 4] Q15 346
2007 K 0 LB Q17 359
2B 336 0 LB 018 375
2B 405¢ 000 LB 12.1] 438
2000 41 G¥ 000 1B a2 45
2011 20 000 300 128 453
202 415 000 Q0 112) 417
2083 428 000 Qm Q17 40
2014 432 000 Qo Q1 434
In Million $
Budgzet Table 2a
Fiscal Chapt SFSE  Education  Total

Year il Grant  Job's Grant

2010 39.7 220 0.00 419

2031 394 0.21 239 42.0

2012 41.5 0.00 0.00 415

2013 43.0 0.00 0.00 43.0

2014 434 0.00 0.00 434

**Includes $36,220,61 3Chapter 70 Aid and $4,256,774 in
Stimulus Funding. FY2011 School Construction Reim-
bursement includes early payoff of Samoset School
(52,224,205 additional payment). FYI0 includes
$35,667,839 Chapter 70 Aid, $211,625 Stimulus Funding

and $2,394,129 Education Jobs Grant.
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In Additionto Ch. 70 Awards, the State requires the City
to increase their local confribution in accordance with a
Municipal Revenue Growth Factor (MGRF) formula along
with a new test to see where a community stands in rela-
tion to its newly instituted “target share” requirement to
be met over time. The Leominster “target share” is calcu-
lated at $27,433,562 (40.55% of the Foundation Budget).
The FY 2014 preliminary required local contribution is
$24.414,784 after the FY14 MRGF addition ($837,014
increase over FY13) which is 4.46% below the “target
share”. Since the City is less than the “target share” re-
quired percent (40.55% required), the City was said to be
4.46 % below target and therefore does not have to con-
tribute more than this as it has had to in past years.The
new “aggregate wealth” model adopted in FY 2007 and
implemented in FY 2008 is expected to indicate that the
city is under its “target share” for a considerable time in
the foreseeable future, and therefore may place additional
financial requirements on the City over the normal MGRF.
The formula has changed again in FY15 and the City wil]
pay a penalty in FY5,

Budget Table 3
Fiscal Year % Under %Penalty $ Amount
Target Share
FY(9 : 10.26% 2.00% 392,171
R : T o 4‘14,446
. | B T '21]',8'65- .
i A T 2‘18,708 .
R B T T “2‘2'6_2“32

The required local contribution is $24,414,847 for FY14.
This amount is $837,014 greater than the FY13 amount.

In addition to NSS requirements, there are cost centers
such as debt service, OPEB expenses for active employees,
transportation and capital outlay expenses which are not
included in the Required Net School Spending calcula-
tions. The City has been awarded a grant for the rehabili-
tation of the High School. This loan order is expected to
be reimbursed by the State at around the 72% mark. The
loan order approved by the City Council totaled
$42,400,000. Construction began in the spring of 2011.
The City has continued increasing funding of the debt ser-
vice for this project by growing the appropriation to
$1,300,150 in FY14. The City plans to complete renova-
tion projects in FY14. The Southeast School will undergo
roof and boiler replacements while Fallbrook School will
have the boiler replaced. Loan orders for the projects have
been approved at $3,696,757 and $1,217,830 respectively.
The City will have to finance $661,182 for the Southeast
Project and $306,959 for the Fallbrook Project. Transpor-
tation was funded during FY14 at $2,665,000 (2.5% in-
crease).

Budget Chart 17
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State Aid-General Government
The total State Aid-General Government the City is esti- The FY 20 1_4 Unrestricted General Governme-nt Al_d of
mated to receive in FY 2014 is $5,569,436. This section  >+03255 18 $114,427 more than the award given in FY
of the “Cherry Sheet” is $126,855 more than the amount 2013. Reports out of Bos-ton see-m to indicate that Lottery
of $5 422 581 aid received in FY 2013 . sales have s.lowted dramatma!ly, if not decreasecli, and t}'xe
future of this primary local aild revenue source is question-
Budget Table 4 able. The Governor had submitted a bill to allow casinos
Gen s FY6 7 FY8 Ry FYD Fyll FY1 B Fy#
Government
Latery 47TRH0 | S6BASE | AMBEH | WM | 4B | S0B50 | 43MGX8 | 445086 | 43088 | 49025
Addifional eB 163 6% 6% 1695 0 0 0 0 0
Agsistance
Tghvay 0 0 0 0 0 0 0 0 0 0 -
Fund ' .
Pofice 54288 w70 B335 21978 28,977 078 700 0 0 0.
Incentive :
\eeran’s 2748 4572 B9 (M7 2,064 1564 13,80 23084 28563 | 2BAR
Penefits .
Benpins | 51049 55547 1,068 1ot 1239 BIwe | 28683 193 20974 25841
Ve, :
Bind/Survior
Spouse
Aerrents | 63354 @’ B2 Y] @290 0 0 0 0 0
Eldety -
State Owed | 39,14 H3 BB3 B2 10448 10035 B3 B B7.149 o6
Land
Hid 1217 0 0 0 0 0
Hamess Ad
Total State | 5,126,745 | 6,083,413 | 743,809 | 7,672,707 | 7,736,145 | 5459336 | 5,372,665 | 5,100,678 | 5442581 | 5569436
Aid 1B .
GuGw
Budget Chart 18 and it has passed. It’s value as a source ofrevenue and/or
Lottery Ald Adusted to FY02 Dallars its impact on the Lottery is undetermined at this time.
6,500 000
6000000 1 Since other State Aid—General Government revenue line
500400 items are reimbursement types of aid, these revenue
S‘ZMDD' sources only serve to help mitigate other cost center in-
4,500 000
4.000 DO creases.
3500 000 1
3,000 pOO
@ LoteryAid M Ho Harmless Al |
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Local Receipts s  Only one election funded

We are projecting that local elastic type receipts will not con-  * Collective Bargaining items included in Mayor’s budget

tinue their downward spiral. We are projecting level funding
for all receipts. Only activity related to one-time receipts are

reflected in the FY14 budget. Public Safety:

¢ Police overtime funding increased by $26,000

»  Police wages funding increased by $44,000.

Budget Chart 19

s  Police expenses funding increased by $25,000

DECREASES to Local Recdpts FY14 »  Fire expense funding increased by $27,000

+  Fire Overtime funding increased by $43,000

50G000
3000
=282
250000
Education:
o ) i
Glghr  ErergyiotieHs »  Chapter 70 increase of $396,985

Pro.

+ Local Net School Spending appropriation increase of
$837,014.

s  Preliminary Net School Spending requirements and other
spending during FY 2014 can be summarized as follows:

-Net School Spending Requirement

Chapter 70 $43,232.362

Net City Minimum Contribution  $24.414.847
Budget adjustments in the functional areas include the follow- Sub Total: $ 67.647236
ing:

School Transportation®* $ 2,665,000
General Government: School Debt Service*** $ 775000

OPEB Expense $ 950,000

»  Most expense accounts level funded.
* 3.0 % COLA’s for non-union & union proposed.

¢ Personnel Account consolidated into Mayor’s budget
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Budget Table 5
Func tional FY2014 FY2013 Fy 2012 Fy2011 FY2010
Area
Ceneral 3,444,178 3,392,933 2,882,132 2,806,748 2,726,093
VGowemment | e e
Publc Safety ¥.068 810 4,056,342 B,642,267 13,353,880 13,344,559
FEducation 65,032,267 63,466,000 61586,442 59,262,000 58,709,723
Public Worls 4,636,295 5,730,427 4957699 4,537,300 4,376,265
Hmman Senices 954,356 851445 806,063 761464 646,226
Culture and 1,855,274 1747958 L703,953 1742957 246,432
Recration
Debt Senice 2,760,681 3,070,299 2466,029 5,698,088 3,197,368
Msc ¥,235971 13,511,556 12,032,415 11,875,883 M,588,017
OtherAnts 5,017,576 4,400,322 4,827 B1 4,629,580 426444
Raged
Totals 112,005,408 110,227 322 104,904,191 104,667,906 104,269,097
This budget chart illustrates the expenditure amounts by func- M
tional area in the City. The Miscellaneous category includes o Public Works expenses level funded
Group Health, Pengion and Other Insurances.
* Snow & Ice expense level funded
» Refuse Collection expenses funding decreased by
$504,300
*  Wages increased by 3.0%
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s Veteran’s Service bencfit expense funding increased by
$45,000

s  Other Departments level funded.

Culture & Recreation:

» Recreation funding increased by $38,234

e Library Services funding increased by $69,032

Debt Service:
» High School Project funding increased by $850,150

s  High School Project funding an additional $252,832 due to
Energy Incentive Grant received.

s  Skyview 10 yr debt paid off in FY 2013 ($780,000)

Miscelaneous (Retirement & Insurance):

¢ Retirement assessment funding increased by $603,347
= OPEB funding increased $150,000.

o  Cther Insurances (W/C, P/L, Unemploy ment & Medicare}
net level funded.

*  Group Insurance active employee’s funding increased by
$230,000.

General Fund Debt Service

The City of Leominster employs a broad based and long term
view when managing debt service and debt-like service pay ments
within the General Fund.

The City had a total 0£ $55,779,860 in bond principle amounts
outstanding as of 6/30/13 (All Funds).

The City had $4,000,000 in bond anticipation notes outstanding
as of 6/30/13 within the General Fund.

The City additionally had a $ 37,719,969 Unfunded Pension Li-
ability as of 1/1/2014.

The City also had $181,090,368 in unfunded Other Post Em-
ployment Benefits (OPEB) Liability as of 1/1/2013.

The City recognized $44,732,429 of this liability in its entity
wide Financial Statements as of 6/30/13.

Thus, General Fund debt and debt-like principle amounts can be
summarized as follows:

6302013 General Fund
T DebtPrinciple $14.020.000
64302013 General Fund
o BANS. " 54,000,000
V12014 Uz funded $37,719,969
Lo Bension
Liab ility
53020 3 Unfunded $18L090,368
b JOPEB
* Liab flity to be $44,732 398
Recognized
Total: $236.830,337

*GASB requires the City to recognize this amount for the FY13

financial statements. It is the cumu lative deficits incurred since
the onset of OPEB recognition in FY09.
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The City is currently in a very strong position in the Gen-
eral Fund as to the relatively short principle payback pe-
riod for outstanding debt. The school addition loan was
paid back in FY 2009, and the Skyview Middle School
loan was fully paid in FY 2013. The City utilized this tax
levy capacity toward the amortization ofthe High School
Renovation Project.

The City has begun to find funding sources to pay for its
remain ing estimated $1,500,000 share of the $42,400,000
total bonding amount of the High School Renovation Pro-
ject. The City has issued/retired a total of $40,817,593 of
this amount as summarizes below:

High Schoo]
*  MSBA Grant received $25,880,734
s Debt issued $9,155,000

e Temporary Loan issued $4,231,859 =

¢  General Fund appropriated  $1,550,000

Total: $40,817,593

* This amount is estimated to be reduced by $1,500,000 in
MSBA Aid along with $1,231,850 of Local funds available to
pay downthese amounts. This leaves $1,500,000 to be financed
on a permanent basis.

Southeast Project

+  MSBA Grant $1,659,368

s Temporary Loan issued $661.182
Total:  §2,324,550

Fallbrook Project

¢ MSBA Grant $598,727

¢« Temporary Loan $306.959
Total: $905,686

Unfunded Pension Liability

The second largest debt-like obligation for the City of
Leominster is the Unfunded Pension Liability of
$37,719,969 as of 1/1/2014. (The pension payroll has in-
creased atotal of $3,051,955 since FY 2000.)

Budget Chart 20

Pension Payroll
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Budget Chart 21
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The Retirement System has reduced the time period ofthe
funding schedule of the unfunded pension liability from
the year 2028 to the year 2022. This will eventually aliow
for some of these funds (total estimated to be $ 5,978,130} to
be utilized toward the significant unfunded liability and
service costs of Other Post Employ ment Benefits (OPEB)
obligations that have been reported by the City of Leo min-
ster within the Fiscal Year 2013 financial statements and
for future years. However, at this time the Department of
Education does not allow OPEB costs for NSS eligibility.
This could lower the amount available for OPEB reduction
by $2.5 million.
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Budget Chart 22
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Unfunded Other Post Employment
Benefit Liability

The City has completed its third actuarial study examining
the area of Other Post Emp loyment Benefit Liability
{(OPEB). Forthe City of Leominster, this encompasses
Retiree health, dental and life insurance. The current sys-
tem pays forthese benefits on a “pay as you go” methodol-
ogy. The actuarial study estimates an annual required
contribution of $16,735,145 in FY 2014 if not properly
funded. This compares to an estimated FY 2014 appro-
priations of $8,071,814 for the “pay as you g0’ method
imbedded in the F Y14 budget. A big new cost factor is the
required set aside amount in the current fiscal year (FY14
cost estimate is $8.4 million) for the retiree benefits for

current active employees (actuarial term: nommal cost).

The newest actuarial report completed for the new OPEB
GA 8B 45 requirement indicates an initial unfunded labil-
ity of $ 133,377,083 on 1/1/2013 if properly funded. This
would aliow the actuary to utilize a 6.25% discount rate
for the investment rate of return. Foras long as the City
does not properly fund this new requirement, the discount
rate is only 4.30%, which inflates the OPEB unfunded
liability as for 1/1/2013 to $181,090,368.

Budget Chart 23
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The City had completed an OPEB actuarial valuation for
the FY 2009 imple mentation date, The City has negoti-
ated with all unions to change the Employer/Employee
health insurance premium for the Network Blue HMO
preduct payment method forman 80/20 arrangement to a
75/25 payment plan. The City also implemented the same
75/25 Network Blue HMO arrangement for retiree’s. Pre-
Medicare and non-Medicare retiree’s were impacted by
this policy as of 7/1/07. The city did successfully negotiate
a new plan design forall City and School emp loyees dur-
ing FY 2012 based upon the recent State’s GIC products.
This was implemented on 7/1/12 .

Budget Chart 24
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If the City does not fund OPEB expenses beyond the estimate of
“pay as you go” amounts currently in the budget, the chart above
shows how the unfunded net OPEB obligation will grow from
$8.3 million in FY09 to $95.8 million in FY16.
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The chart below illustrates total debt service over time for
currently outstanding principle and interest payments for
the General Fund. The City called FYI2, FYI3, &FYi4
principle amounts owed on the Samoset Middle School
Project and completely paid all outstanding debt. The
State agreed to prepay its’ share (at a slight discount) to al-
low the City to accomplish this.

Budget Chart 25
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Fiscal Reserves

The City of Leominster has established reserve policies
which will assist the City during all phases of the business
cycle. Adherence and compliance to the existing targets
and even updated targets requires significant discipline
and political will to maintain the course during difficult
economic times. The long term benefits of successful exe-
cution of the adopted reserve policies far outweigh any
temporary cost of foregoing adherence to the well thought-
out and reasoned fiscal reserve policies.

Free Cash

The State Certifies a portion of the City’s surplus revenues
as legally available for spending. The General Fund Fiscal
Year 2014 certified “Free Cash” amount certified by the
State was § 8,348,792, Imbedded within this amount was
a Water Surplus closed out to the General Fund in the
amount of $ 950,505, Additionally the Sewer fund surplus

was closed out to the General Fund in the amount of
$1,110.237. The remaining $ 6,288,050 represents 4.78%
of the total amount to be raised during FY 2014 of
$131,520,776. The City strives to achieve a minimum of
5% of the total amount to be raised ofthe next fiscal year

fora “Free Cash™ certified amount.

Budget Chart 26
Certified "Free Cash”
7
8
5 ]
=
£ 4
E 3
2
1
[
FWIS FY0S FYO? FYOS P08 FYIC FYI1 FYIZ FY® FYH
EBG ereral Fund mWater Furd C1Sewer Fund |
gs .
Stabilization Fund

The City has wisely funded a Stabilization Fund to protect
against the adverse ramifications associated with revenue
deficits of prior years. The 6/30/13 balance of $12,547,064

represents 10.08 % of the total projected Fiscal Year 2013
($124,506,222) General Fund revenues.

The City has a fiscal goal to maintain its Stabilization

Fund balance to 15 % of General Fund revenues. The city
has transferred an additional $1,400,000 into the Stabiliza-
tion Fund during FY 2012 to reach this long standing goal.

Budget Chart 27
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Excess Levy Capacity

Excess Levy Capacity is the amount of a tax increase the
City could raise through the tax levy in addition to the cur-
rent year’s Proposition 2 1/2 % increase before the need
for an override. The cumulative excess levy capacity not
levied on taxpayers during the past 10 years was
$5,020,954. The amount of Excess Levy Capacity for
FY 2014 was $5,230,895.

Budget Chart 28
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Override Capacity

The ultimate tax levy ceiling under Proposition 2 1/2, is
equal to 2 1/2 % of the total assessed valuation of the City
of Leominster which is calculated annually.

The total assessed valuation for the City of Leominster
was $3,061,564,349 for FY 2014 which translates to a
$76,539,109 ultimate tax levy ceiling. The FY 2014 Levy
Limit of § 63,063 845 was calculated by taking the

FY 2013 tax levy limit of $60,417,560 and adding the

FY 2014 prior year amended New Growth of $263,200
along with the allowed Proposition 2 1/2 increase of
$1,517,019 and the FY 2014 New Growth of $1,129,266.
The FY 2014 tax levy of $ 57,832,951, along with excess
tax levy capacity of $5,230,893 equaled this FY 2014
Levy Limit of $63,063,845. The difference between the
FY 2014 ultimate tax levy ceiling 0£$76,539,109 and the

FY 2013 tax levy limit of $63 063,875 is equal to the FY
2014 tax override capacity of $13,475,264. This override
capacity also serves as a buffer of insulation against the
City having to reduce the current year budget because of
ultimate tax levy ceiling concerns (e.g. $25.00 tax rate ;
$18.89 FY14 tax rate). The following chart shows the
override capacity amounts for the past 10 years. Override
Capacity has reduced significantly due to total valuation
reductions. The $13,475,264 override capacity represents
17.61% of the $76,539,109 ultimate Tax Levy Ceiling
amount. This also indicates that if property values were to
decrease by 17.61%, then the $25.00 per thousand dollars
of value proposition 2 1/2 tax rate would be reached.

Budget Chart 2%
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This override capacity means that the voters of the City of
Leominster could authorize permanent overrides, debt ex-
clusions, or capital exclusions totaling $13,475,264 for
Fiscal Year 2014,
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Other Reserve Funds

Emergency Reserve Account This account is part
of the General Fund Budget. The Fiscal Year 2014 Budget
included $100,000 for this purpose. This account is used
for unexpected costs that arise during the fiscal year. The
City does also use this account for unforeseen needs prior
to certification of “Free Cash”.

Highway State Aid Reserved Account The State
Chapter 90 Program funds expenditures related to ap-
proved highway projects. Appropriation requests are made
by the Highway Department once the projects are ap-
proved and the money is available to be drawn on the State
Letter of Credit Authorization. The FY 2014 Letter of
Credit Authorization is $1,088,720. The State allotted and
additional $162,265 in ‘Pot Hole” money during FY14.

Gallagher Building Revelving Fund The Galla-
gher Building collects rents which is deposited into the
account for operating and maintenance of the building. A
certain amount is also provided to help defray the principle
and interest payments related to the loan taken out by the
City to pay for capital improvements to the Gallagher
Building. The rents collected during FY12 paid off this
debt service. The State contemplated consolidating courts
resulting in the closure of the Leominster Court but ulti-
mately fully funded it,

Parking Meter Receipts The City collects garage

and meter fees for deposit into this fund. The proceeds are
used for the expenses of the parking areas, the enforcement
of parking regulations and for the collection process.

Wetland Fees Reserved The Conservation Commis-

sion related fees collected are required to be placed into
this fund. This fund has helped to pay for an administrator
and administrative expenses related to the Conservation
Commission.

Cemetery Perpetual Care Income The purchase
of a cemetery lot includes a fee for perpetual care of the
lot. This fee is deposited into the Perpetual Care Trust
Fund. Proceeds of this account are available to be used for
cemetery operating purposes.

Cemetery Sale of Lots Income The purchase price
of a cemetery lot is deposited into the Cemetery Sale of
Lots Trust Fund Principle Account. The investment in-
come generated is available to be used for capital outlay
purchases for cemetery related purposes.

General Fund Capital Investment Fund The
City of Leominster had special legislation passed to estab-
lish this fund for capital outlay purposes that would accu-
mulate appropriations for multiple fiscal years in order to
purchase a capital item. For instance, if a Fire Department
engine was projected to cost $400,000, the City could
place $100,000 per year into this fund for four years. The
City has not recently utilized this fund but it is a good ve-
hicle for capital outlay planning purposes.

The special legislation also allowed for the establishment
of the same type of funds for both the Water and Waste
Water Departments.

Other Post Employment Benefits (OPEB)The

City has begun to accumulate funds for OPEB related
costs. The State has created the irrevocable trust needed
to place funds for investment purposes. The City has ac-
cepted this legislation and deposited funds in the Trust
during FY 2012. The City is making an application to in-
vest these and future OPEB funds with a State investment
vehicle to utilize a more favorable discount when calculat-
ing future costs. The City has decided to appropriate ad-
ditional funds in the FY 2014 budget request in the amount
of $1,900,000. The 6/30/14 was in excess of $7.1 million
dollars. The City anticipates an investment of $10.0 mil-
lion dollars in the State PRIT Fund with OPEB Trust
Fund proceeds during FY 2015,
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Wei hts & Measures Sale of Real Estate Fund
SYeIghts & Vieasures
The Weights & Measures Department has recently become The pl:ocec?ds of F:lty owned property are required to be
. N deposited into this fund. The use ofthese funds are re-
authorized to levy fines for viclations. The payments col- - ted b
lected from these fines are required to be deposited into this stricted by statute.
fund. The proceeds are required to be utilized for Weights [ jbrary State Aid Reserved
& Measures Department purposes. )
The proceeds are legally restricted for library related ex-
penses. The City qualifies for this aid by meeting expendi-
Budget Table 7 Other Reserve Funds ture and operating hours requirements established by the
State Board of Library Commissioners.
Account FY13 FY13 FY13 FY13 FY14
e | BB AN M i0 2 i ho End  { Beginning
Balance Inflows Outflows Balance Balance
Emergency 100,000 0 100,600 0 100,600
Reserve
Chapter 90 (39.603) 861,272 872,256 (50,587) (50,587)
Gallagher 474,749 0 109,226 365,523 365,523
Revolving
Parking Meter 30,838 26,567 30,000 27,405 27,405
Wetland Fees 46,756 6,628 2,910 50,474 50,474
Reserved
Cemetery 1,185,255 32,790 69,231 1,148 .8 14 1,148,814
Perpetual
Care
Cemetery Sale 773,884 40,720 0 814,604 814,604
of Lots
GeneralFund 158,192 0 0 158,192 158,192
Capital
Weights & 9,538 13,050 1,741 20,847 20,847
Measutres
Sale ofReal 2,842 0 0 2,842 2,842
Estate
Library State 76,227 44,536 20,000 100,763 106,763
Aid Reserved
GAAP 8,200,758 3,044,179 0 1,310,937 11,310,937
Unassigned
Fund /General
Statutory 6,467,484 5,493,109 974,365 8,348,792
Certified “Free
Cash™
Dis ability 0 2,262 0 2,262 2,262
Parking
Tickets
Stabilization (12,514,408 32,656 4] 12,547,064 12,547,064
Fund
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mary Continug d

General Fund Dofen Qo
Undesignated Fund Balance ax % aof Opaerating Revenues
Unassigned Fund Balance 1008 o -
The increase or decrease to the Unassigned Fund balance 5% |
is the result of the difference between the operating reve-
nues and expenditures in a given year. It gives insight as to s
the General Fund ability to (1) balance its’ budget ona l I
current basis, (2) maintain reserves for operating emergen- B s Fvn v s Ty rrn R e eves
cies, (3) have sufficient liquidity to pay its’ bills on time,
(4) have funds to make operating capital outlay expendi-
tures not provided for in the operating budget. Table 8 Free Cash (in Thousands$ )
Budget Chart 30 P4 3 M2 ol 3ill}
Unassioned Fund Balance Total Cartified 3339 6‘57 éﬂ 5937 5%3
12 E&%
WerGpitd %l 5B 88 L
10 Wﬁp
. SweGpd | L0 | o0 | &1 | &5 (%0
: . 5 l : @mrdRnd 299 153 230 167 |15
FY@4d FYOS FYO6 FYO7 FY0a Fyos Frio FY11  FY12  FYi3 @pﬂ
F Qg ¥ ®n as k1|
(* The City transferred $3,000,000 from the General Fund B
[Overlay Surplus] to the Stabilization Fund during FY 10, leav- Sowiide 0 0
ing a net balance of $7,194,630. Thus the FY2010 balance is Bpases
actually an increase over the previous year.) The City trans- Tt SnierBp 0 10 3 0
ferred $1,400,000 to the Stabilization Fund in FY12. (ie tmp teres)
The changes to the Unassigned Fund Balance totals can T T o 3 &
be seen as follows: Budger Chart 31 Ty Bp
Change iz Unassianod Fund Balance Tansrto 0 0 0 0
Sehifztion
49
) PSOatite ® | W | B |®
% Tt 2] 556 | 5Bf | 5% | S8
. Apopidias
FYM FY