We are responsible for reviewing budgets for the town and schools and
making recommendations to the Board of Selectmen and to the
taxpayers at Town Meeting. In this role, we have no authority to make
spending decisions as that is the responsibility of our various elected
bodies.
Rather, our role is to examine those budgets on your behalf and make
independent and informed recommendations regarding the budget and
other financial issues. We are residents, taxpayers, and volunteers. Our
backgrounds are varied as we have 5 committee members with children
currently in the school system, both the K8 and high school, and other
committee members whose children have already gone through our
school system. We have retirees, seniors, and business professionals.
We also have a blend of experienced and new, as two members have
been on the committee for less than one year.
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From an agenda perspective, first, I’d like to recap some of the key
assumptions and issues for FY13 and that were outlined in the Warrant.
Then, I’d like to take you through some recent changes that impact that
budgets and how those are different from what was in the Warrant.

First, let’s start with the guidance that we gave to each of the cost
centers heading into this process. As we’ve done in prior years, we asked
each cost center to submit a No Override budget as well as a Level
Services budget.
As the majority of the labor contracts for our three principal cost centers
are set to expire at the end of FY12, the Finance Committee believed it
was important that a level of consistency exist in which all FY13 budget
submissions were prepared. As a result, we agreed on the assumptions
listed, the most important of which are that normal Salary Steps and
Lanes but No Cost of Living increase should be assumed for FY13
planning purposes.
Our No Override budget request was constrained by the initial revenue
projections we reviewed and that allowed for 2.5% annual budget
growth.

On the “Good” side, if you will, one of the drivers favorably impacting
year‐over‐year budget growth are the respective changes made to Town
and School healthcare programs. These were enabled by changes that
the State Legislature provided to municipalities.
In terms of LS, they chose to negotiate with their employees to make
significant changes to their healthcare plans, changes that will drive
year‐over‐year savings for the High School, with a reduction of
approximately 11% from FY12 levels.
On the SPS and Town side, the decision to move to the GIC will generate
significant savings as compared to spending in FY12. Estimated savings
from this change are shown on the Benefits Reserves line items for the
Town and SPS in the budget.
We believe a move to the GIC will have a meaningful and positive long‐
term impact for all constituents. That said, we would remind Town
Meeting that in the short‐term, the move to the GIC may, in several
cases, negatively impact certain school and town employees. Increasing
the costs they need to bear for many items, such as higher co‐pays.

Moving from thee “ Good” to the “Bad”, one of the drivers negatively year‐
over‐year budget growth are higher special educations. Specifically, a
significant rise in Out of District costs.
As you can see, this phenomenon is adversely impacting both our school
districts, but in particular the High School. In fact, the increase experienced by
LS in this current fiscal year, FY12, qualified the District for what is called
Extraordinary Relief funds from the State.
Throughout the budget process, one thing that I think all parties agreed on is
that Special Education itself is not the problem. Rather, what is clearly broken
is the funding mechanisms used to provide for these programs. This mandate,
handed down from Federal and State government, represents yet another
unfunded mandate that local districts are required to cover.
As a result, the Finance Committee remains concerned that the significant rise
in these costs continues to put downward pressure on the remaining
operating budgets of our two school systems.
Moreover, one question that continually came up from our Committee, and
from residents during our budget hearings, was the following.

As children progress through our joint K‐12 school system, why does it
appear so difficult to accurately forecast special education costs from
one year to the next?
At a high level, there are multiple reasons for this challenge:
• As students get older, new challenges emerge
• Also, students move into and out of the district each year
• And the level of state reimbursement also varies from year‐to‐year

Wanting to get into more of the actual numbers, I personally spent sometime with Joanne
Delaney at LS recently to better understand some of these challenges.
The Finance Committee’s goal was to get a more quantitative feel for how forecasts
changed as a means to illustrate what these challenges were.
What we looked at was actual historical data for collective Out of District students in FY09,
students that would be moving up to the High School in FY11, two years later. As you can
see, there were 24 students in out of district placements in FY09 and it seems reasonable
that this could be used to form that basis for a forecast of fiscal year 2011 out of district
costs.
Actual experience was quite different. Of the 24 students, 17 remained in their current
placement. 7, however, had moved to new placements. In addition, 15 students moved to
out of district placements while at LS. Applying an average cost per student for modeling
purposes, these additional 15 placements would result in an incremental $1.3M of un‐
forecasted costs. In reality, the actual cost increase was higher as not only were there 15
new placements, but the 7 students that moved onto new out of district placements all
moved to programs that were higher costs.
Please understand that I am using this data to illustrate the challenge, and while it is not an
exact science, hopefully, we can all gain an appreciation for why this presents such as a
budgetary challenge. Clearly, it’s much more complicated than just following students as
they progress.

Finally, on the “Uncertain” side is the biggest portion of our spend,
people costs. As you all know, we are in the midst of the collective
bargaining process with a majority of our union employees.
As nearly 80 percent of our town operating budget is people‐related, in
the form of spending for compensation and benefits, a significant
portion of our budget is , and will remain, in flux.
While it is not possible to publicly comment on the status of
negotiations given the constraints of collective bargaining, all Boards,
Committee and Town Officials understand the need to settle these
contracts as economically feasible as possible.

With that recap, let’s now move into what’s changed since the Warrant
was published.
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First, I’d like to review changes in our budget assumptions as compared
to what was published in the Warrant and that are contained in the
handout you received this evening.
At the time the data in the Warrant was finalized, our consensus
expectation was for a 3 percent reduction in state aid heading into fiscal
2013. Fortunately, that expectation improved in April when the House
published their budget. Instead of a decrease, we’re actually expecting a
slight increase in our state aid from FY12 levels.
Given that the House tends to present the more conservative budget
proposal, and based on input from our legislators, we have incorporated
these increases into the Non Override budget revenue forecast. The
table on this slide shows the change in projected Receipts as compared
to the Warrant.

Next update is specific to the High School. LS recently received positive
confirmation from the State regarding their level of Extraordinary Relief, which will
be approximately $421,000 in FY12.
While this amount of Relief is below the high end of assistance mentioned in the
Warrant, which was approximately $621,000, it remains sizable and effectively
covers the LS funding gap for this current year. This is important for FY13 because
what it effectively does is free up funds from Excess & Deficiency, similar to Free
Cash for the Town, that can be used to help close some of the funding gap in FY13.
This amount is approximately $400,000. And LS still keeps their E&D fund at a
comparable level to the beginning balance for FY12.
Last update is with regard to the recent SJC ruling on Regional School District
funding. What the SJC has stated is that the default methodology for determining
town assessments for regional schools is the Statutory Method, a methodology that
takes into consideration both relative student populations as well as the state’s
calculation for minimum local contribution as determined using land and income
value per community. As a matter of reference, Minuteman Regional Vocational
uses the Statutory Method to determine member town assessments. Constituents
from both Lincoln and Sudbury met just last week and agreed to work
collaboratively to implement this methodology for FY13. Understand, this has no
impact on the overall LS budget, or spending levels. Rather, using the Statutory
Method shifts the responsibility for funding LS as compared to the current per
student basis in our Regional Agreement. The budget we are presenting to you this
evening uses this new, Statutory Method to determine the assessment.

If we take a slightly different view of the budget, we can see how all of
these changes translate into the Operating Budgets for each cost center.
As highlighted on this slide, the allowable Non Override budget growth
for each cost center has increased from what was assumed in the
Warrant. These new revenue estimates for State Aid result in growth of
3.35% for SPS and the Town.
Similarly, the LS budget is also allowed to grow by approximately 3.35%
in the No Override scenario. However, because E&D funds and the
change in the assessment methodology are included, the net increase
from a Sudbury perspective is 2.77% in terms of the total assessment.

The Finance Committee is required by law to recommend a Non Override
budget. For FY13, we are recommending a Non Override budget of
approximately $83 million, which includes the $81.5 million for the main
budget on the previous slide as well as funding for capital and other
items.
As the changes I mentioned earlier have to do with improved estimates
from the state, the Non Override tax impact discussed in the Warrant
remains essentially unchanged. Namely, that the Non Override budget
represents a tax increase of approximately 3%, or $327, on the average
assessed home value of $621,400. Including new growth and commercial
property taxes, the Non Override budget results in a total tax increase of
approximately $2.1 million dollars.
Lastly, knowing that each of the cost centers will discuss what the impact
of these and other changes mean for their budgets, I want to leave you
with a summary of what some of these changes mean as compared to
what you’ve previously seen presented in the Warrant.

In your Warrant, there was discussion of potential staff reductions at the
High School of as many as 7.9 FTEs. Fortunately, layoffs will now be
avoided.
Similarly, the No Override budget satisfies the Level Service
requirements for SPS and the Town as well.
This positive outcome is the result of several factors beyond just the
improved revenue outlook. First, in the case of LS, they are benefiting
from the Extraordinary Relief just recently communicated from the State
which allows the District to use E&D funds to help cover part of the FY13
operating deficit.
Second, all three cost centers are benefiting from the healthcare savings
that will be realized moving into FY13. A benefit that will keep more
teachers in the classroom, police on patrol and firefighters on call, all
within the constraints of a Non Override budget.

To conclude, the recent budget developments are certainly positive. However,
I’d like to leave Town Meeting with a word of caution.
First, our High School enters FY14 with an operating deficit of ($400K) , which
is the amount used from E&D to cover the FY13 deficit.
At the same time, enrollment at the High School is expected to rise.
Second, we need to continue to invest in ways to stem the rise in out of
district costs. Both SPS and LS have developed, and continue to develop,
programs within our schools that allow us to meet the needs of students in
district and lower the need for out‐of‐district placements. However, more
help is needed from our State Legislature to allow communities to plan for
and fund such programs in a way that does not require permanent increases
in our tax levy.
Lastly, while these are not part of the FY13 budget process per se, we still
need to develop long term financing plans to address several items including,
but not limited to, our long‐term capital needs for buildings and technology
and our OPEB obligation, just to name a few. All topics for another day.
Thank you for your time.
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