


Impact of Salary Structure on Total Salary Costs

The salary for an individual teacher is determined by a combination of their “step and lane” changes and
the annual percentage increase. However, the average teacher salary and the total salary costs reflect a
weighting based on how many teachers occupy each position on the salary schedule. When teachers retire
or leave and are replaced by less experienced teachers at lower salaries, average salary is lowered, thereby
reducing the total personal services budget by “turnover.” The School Department can exercise discretion
during the hiring process as to what ‘step’ a teacher is brought into the system. Although newly hired
teachers vary in their experience levels, the budgeting assumption has been that new hires have Masters
degrees and 5 years experience. This is a reasonable assumption since the Massachusetts Department of
Education now requires all teachers to attain at least a masters degree in order to receive Professional
Licensure. If the average experience and educational level of teachers were to remain constant between
any two years, then “turnover” savings would effectively balance out “steps and lanes” increases.
However, in any given year, the average experience/education level, determined by new hires and
educational advancement and the profile of retirements and other departures, can change substantially,
resulting in ‘turnover’ savings either higher or lower than the “steps and lanes” increases. A significant
variance in actual turnover from that forecast, will result in a favorable or unfavorable variance in actual
spending compared to budget.

10 - Year Analysis of Teacher Salary Increases

Salary Schedule Increase Average Salary Increase

Average of Effectlvoe Total % Average Percent

Steps Annual % Increase Salary Increase

Increase

1999 4.69% 4.52% 9.21% $52,967 6.07%
2000 4.69% 5.00% 9.69% $53,227 0.57%
2001 4.66% 2.98% 7.64% $54,281 1.88%
2002 4.66% 2.75% 7.41% $58,809 8.34%
2003 4.66% 3.00% 7.66% $59,577 1.31%
2004 4.66% 2.00% 6.66% $63,523 6.62%
2005 4.66% 2.50% 7.16% $64,488 1.52%
2006 4.66% 2.63% 7.29% $67,310 4.38%
2007 4.66% 3.25% 7.91% $69,934 3.90%
2008 4.66% 3.89% 8.55% $71,675 2.50%

1) The ‘Average of Steps’ is the average in the Salary Schedule, however not all teachers
received this increase, for example 41% of teachers are at the top step and so don’t receive a
step increase, however they may receive a longevity stipend after 20 years of service.

2) Teachers receive a salary increase if they change lanes to a higher level of educational
attainment.

In the table above there is a substantial difference between the Salary Schedule Increase and the Average
Salary Increase, due to the effect of ‘turnover’ and to the fact that not all teachers are advancing on steps.
Since FYO05 the “median step’ for all teaches has fluctuated between step 8 and step 10 due both to
turnover and to the fact that approximately 41% of the teachers have been on the maximum step and
therefore do not get a step increase, although some of them may qualify for a longevity stipend.
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This pattern of average salary increases reflects not only the additions or adjustments to steps and lanes,
as described above, but also a net change in education and experience levels. The experience pattern of
Wellesley teachers has changed in the past ten years, as shown in the following table. Since FY98, there
has been a significant shift toward the mid-range in years of experience, as well as a shift from fewer
Bachelors to more Masters degrees. However, in the last several years this profile of experience and
education has remained generally stable and is expected to remain stable.

Wellesley Teacher Profile
Years of Experience (Step) FY98 FYO07 FYO08
Steps 1to 5 26% 18% 19%
Steps 6to 12 12% 42% 41%
Steps > 13 62% 40% 40%
Median Step 13 10 7
Education
Bachelors 17% 11% 10%
Masters 41% 47% 48%
Masters + 30 credits or Doctorate 42% 42% 42%

Comparison to Teacher Salaries in Other Towns

As described above, there is a difference between individual teachers’ salaries depending on their position
on the salary schedule, and the average salary for all teachers in the School Department. In the table
below, Wellesley’s teachers’ salaries are compared to ten similar towns — by specific positions on the
salary schedules. The Comparative Salary Schedules table ranks salaries at the minimum and maximum
step for three of Wellesley’s lanes: Masters, Masters plus 30 credits, and Masters plus 60 credits or
Doctorates. The only Wellesley lane not included in the table is the Bachelors lane, which has less than
10% of Wellesley teachers and shows a ranking similar to the lanes shown here.

Comparative Salary Schedules FY08
Masters Master + 30 Masters +60 /Doctorate
Min. Max. Min. Max. Min. Max.

Step |Rank| Step |Rank| Step |Rank| Step |Rank| Step |[Rank| Step |Rank
Belmont |[45201 2 |78517 2 |47,691 4 |8248 4 | 50481 4 |87,085 4
Brookline [43,784 5 |74057 8 |46598 7 |8009 6 | 49,333 6 |86210 7
Lexington |43,042 7 |74752 6 |45606 9 |79581 7 | 48,255 10 |86,451 6
Natick 43,701 | 6 |67,143 11 | 48,071 3 |[73857 11 | 50,474 5 |81,243 10
Needham (43,024 8 |72606 9 |46344 8 [76585 9 | 48730 8 |81,346 9
Newton |[45238 1 |[77,162 5 |48674 2 [81925 5 | 51,842 3 |8692 5
Wayland |[42,842 10 | 78,104 4 | 44,786 10 |85928 1 | 46,673 | 11 | 95458 1
WELLESLEY | 44,900 3 |[78457 3 |48861 1 [84513 2 | 5228 1 |90,426 2
Weston |44,274 4 |79214 1 |46,773 6 |84460 3 | 49,040 7 |88265 3
Westwood |41,024 11 [ 74129 7 |44612 11 |77854 8 | 48658 9 |82209 8
Winchester | 42,926 9 |68,141 10 | 46,984 | 5 |74910 10 | 52,167 2 | 80,249 11

The table demonstrates that a town’s ranking between their minimum and maximum step can vary
considerably, although Wellesley’s rankings are more consistent than other towns. Because 41% of
Wellesley teachers are at the maximum step, and only 2% are at the minimum step, the most relevant
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comparisons are at the maximum step. Looking at the maximum step in these three lanes Wellesley has
the second highest salary for Masters +30 and Masters+60 / Doctorate and the third highest for Masters.
The table indicates that, on an aggregate basis, Wellesley together with Weston, have the second highest
salaries behind only Wayland and ahead of Belmont, Newton and Lexington. The impact of ‘longevity
stipends’ (over 20 years of service) is not reflected in this table, although eight of these eleven towns have
longevity stipends, and Wellesley’s stipend (the lower of $2,389 or 3% of salary) is the highest amount.
Including the effect of longevity stipends, would make Wellesley’s salaries the highest of all the peer
towns.

The chart below compares Wellesley’s average teacher salary to the average salary within the same group
of peer towns. The most recent comparative data available from the Massachusetts Department of
Education is from fiscal 2007. Comparable data for Lexington and Westwood is not yet available. The
‘average salary’ is calculated as total teaching salaries divided by the number of full-time equivalent
teaches. The chart shows that for FY07 Wellesley had the second highest average teacher salary, behind
Weston and ahead of Brookline and Newton.

FYO7 - Average Teacher Salary
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Summary

The current teacher salary structure in Wellesley is determined by a three-year collective bargaining
agreement which will expire on June 30, 2008. The structure is a system of “steps and lanes” embodied
in a salary schedule, which allows a teacher’s regular salary to increase based on years of service and
further education and, additionally, provides for an overall percentage increase to be applied to the
schedule. There is little flexibility within the Personal Services category for budget reductions on an
annual basis without significant alternations in staffing levels and the program offered. Some annual
variability enters the system as a result of turnover and replacement hiring practices, as new hires may
replace more senior teachers who retire or leave. However, the most significant opportunity for
management of personal services expense is at the time of negotiating a new contract.

Wellesley currently has both a salary schedule and an average salary for teachers that are at the top of the
ranking of comparable towns. While there are differences among the peer towns in employee benefits
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and bargained working rules, Wellesley is generally similar with its peer towns in these areas. There are
also many intangibles that distinguish different town’s school systems, and these are important in
attracting and retaining the best available teachers. Given the constraints upon the School budget, the
School Department needs to continually evaluate where they rank, and if having the very top salaries
compared to peer towns is where they actually want to be, and if they think they need to be, in order to
remain competitive with other towns.
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-APPENDIX B-
SPECIAL EDUCATION PROGRAMS

Overview: Programs and Services

State and Federal law mandates that Wellesley provide special education services to its residents,
beginning at age three and continuing through age twenty-two or high school graduation, whichever
occurs first. The law mandates that all children with special needs receive those services that allow them
to access and progress in public education; moreover, if a student’s needs are such that a town cannot
provide for them in a public setting, then the law requires that the town find and pay for an appropriate
private school for the child.

Special education services are provided for children with a spectrum of needs from mild to very severe.
A range of programs (including classroom-based support, support in learning centers, partially- or fully-
contained local programs and out-of-district programs) and services (e.g., speech/language and physical
therapy, screening and evaluation, and psychological services) are needed to meet the needs of a growing
population of students with disabilities.

Current trends affecting both the range and volume of the special education services the Town must
provide include:
e Anincreased preschool population with special needs.
¢ An increased number of children with significant disabilities, including medically fragile
children, multi-handicapped children, and children with a diagnosis of autism/pervasive
developmental disorder.
e  Growth in the number of high school students with significant emotional and/or behavioral issues.

All decisions regarding a student’s eligibility, services and placement are determined after a rigorous
evaluation process by a team of educators, special education professionals and parents. The results of this
process are presented in an Individualized Education Plan (an “IEP”) for that student. Parents and
students are entitled to an independent education evaluation at public school expense if they feel that the
testing done by the school is not “comprehensive and appropriate.” If parents disagree with a proposed
IEP or placement, the regulations provide for a dispute resolution process before a hearing officer.
Hearing decisions are made using a standard of “free and appropriate education.” If a hearing officer finds
in favor of the parents’ request, the school department is financially responsible for the requested
placement and for the parents’ attorney fees.

Wellesley has made the commitment to create programs in its own schools whenever possible, both for
educational and financial reasons. Whenever the Town has a critical number of students with similar
special needs, new programs are instituted locally as they are more cost-effective than out-of-district
placements, as tuition for a private day school setting ranges from $30,000 to as much as $120,000. The
majority of students, including many with significant needs, are being taught in specialized programs
within the district.

As examples, two programs--the Middle School Language Class and the Middle School Intensive 11
Inclusion program--were created by the School Department for students with intensive special needs who
were aging up from programs at Hardy, Sprague and Upham. Similarly, the FY09 budget requests funds
to add an additional ISS classroom at Sprague School to accommodate four rising kindergarten students.
If these programs did not exist, the students would not be able to be educated in Town and would be
placed in more costly out-of-district programs.

Special Education Budget

The total special education budget is separated into two components: Instructional Special Education and
Special Tuition and Transportation (STT), the latter consisting of the costs of the Town’s Inclusion
Programs, out-of-district tuitions, and transportation for those students who require it.
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The Instructional Special Education budget includes services for the majority of students identified as
having special educational needs. The special education costs associated with these students, who have
mild to moderate disabilities and who receive the most routine services within the district, are incremental
to the cost per student of regular education.

The Special Tuition and Transportation budget includes: 1) the staff salaries and expenses to educate the
students with intensive special needs who receive instruction through the “Inclusion Program™ in the
Wellesley schools, and 2) the expenses (tuition) for the students who are placed “out-of-district.”” In
addition, STT includes the “transportation” costs (e.g., van driver salaries, expenses related to contracted
transportation services) for any special education students who require transportation, whether they are on
IEPs, attend vocational school, or have “504 Plans” (a modified form of special assistance). Many of
these children require and receive special education support during the summer as well.

Inclusion Program

The Inclusion Program covers students with intensive special needs who require significant support from
specialized staff in order to be educated in the regular classrooms in the Wellesley schools. Expenses for
the Inclusion Program cover individualized materials and assistive devices, specialized training for staff
assistants, and outside services needed to support the medically-fragile students. The School Department
has created new programs in order to educate more special needs children in Wellesley, avoiding the
more costly out-of-district placements.

Out-of-District Placements

As part of the special education mandate, students between the ages of 3 and 22 with special needs who
cannot be educated in the Wellesley schools are enrolled at the Town’s expense in educational programs
at other public (collaborative) or private schools. The State Division of Purchased Services sets annual
tuition rates for these services.

Transportation

Transportation is the third component of the STT budget. Special education students must be provided
transportation to the Wellesley schools or to out-of-district placements should they need it. Funding for
transportation covers salaries for the transportation coordinator, transportation attendants and van drivers
for the school’s thirteen vans, and expenses associated with outside vendor transportation services, as
needed.

Funding Special Education

Budgeting for all of the special education programs, including the out-of-district tuitions, for the next
fiscal year is based on students who have been identified as having special needs on October 1* of the
current fiscal year. The School Department then factors in students who will age-out of current programs
and students who may require out-of-district placements because their needs cannot be met within the
district.

The cost of educating students in special education programs is primarily born by the taxpayers in the
local community. However, other sources provide substantive offsets.

Federal Funding: The Federal Special Education Entitlement, a federal grant program, funds
professional special education staff, teaching assistants, and a modest amount for materials. In addition,
an Early Childhood Special Education grant funds an occupational therapist, as well as instructional
materials. Both grants cover the costs for pension and other fringe benefits. The amount of funding varies
by year.

State Funding: In FY04, the Massachusetts State legislature funded the “circuit breaker” special
education reimbursement program to provide financial support to local governments for the cost of
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students in both inclusion and out-of-district placements. Under the program, school districts receive
partial reimbursement for the costs of these programs. The FY09 budget assumes a reimbursement rate of
75% of the cost to educate any student above a threshold, which equals four times the statewide average
per pupil cost. This threshold used for the budgeted FY09 reimbursement is $35,408. Circuit breaker
funding is subject to the following limitations:

e Circuit breaker funding does not fund any transportation costs.

e Circuit breaker funding is calculated on a child-by-child basis, not on an aggregate basis; therefore,
circuit breaker funding is triggered only if an individual child's tuition exceeds the threshold. For
example, if the town pays $55,000 tuition for a student to attend an out-of-district institution, the state
will reimburse 75% of the $19,592 cost above the threshold of $35,408. Hence, the town pays
$40,306 and the state pays $14,694 for this student’s placement.

o Since the state does not pro-rate the formula, the state uses a threshold of $35,408 regardless of when
during the year a child goes into an out-of-district program.

o Circuit breaker funding is a reimbursement program that is based upon the prior fiscal year's
expenditure. Therefore, the projected circuit breaker funding for the current fiscal year is a projected
reimbursement for expenditures in the prior year.

In addition, the School Department may apply for “extraordinary relief” under the circuit breaker funding
program if the current year “circuit breaker eligible” costs exceed the prior year’s eligible costs by at least
25%. This funding typically is received in the fiscal year in which the expenses are incurred.

Fee Revenue: Regulations require that preschool classes include roughly equal numbers of special needs
and typically developing children. Tuition revenue, received from the families of typically developing
children enrolled in the program, provides a modest offset to the cost of the preschool program.

FY09 Budget for Special Education

The FY09 budget includes a total cost for Special Education of $14,488,750, a 14% increase over the
FYO08 budget. In FY09, special education costs represent 27% of the proposed total school budget, versus
26% in FY08. Within this total cost is the $8,271,557 budget for STT, a 28% increase over the FY08
budget.

A comparative breakdown of the proposed FY09 Special Education budget is as follows:

% Change
FYO07 FY08 FY09 FYO08-
Actual Budget Budget FY09
# OF STUDENTS
Instructional 624 626 609 -3%
Inclusion 87 96 132 38%
Out of District 66 68 93 37%
Total Students 777 790 834 6%
Students Transported 123 128 141 10%
SPED STAFF (FTE)
Teachers 434 44.3 46.6 5%
Professional Support 34.9 36.9 36.5 (1%)
Classroom Support 105.3 113.7 113.5 -
Total FTE 183.6 194.9 196.6 1%
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SPED BUDGET ($)
Instructional 5,771,132 6,244,031 6,217,193 -
STT
Inclusion 2,577,052 2,982,019 3,374,052 13%
Out of District 4,981,484 4,575,282 6,010,741 31%
Less: Circuit Breaker (1,580,866) (1,899.,644) (2,040,466) 7%
Transportation 706,985 792,818 927,230 17%
Total STT 6,684,655 6,450,475 8,271,557 28%
Total SPED Budget 12,455,787 12,694,506 14,488,750 14%
AVERAGE COST PER
STUDENT (%)
Instructional 9,249 9,974 10,209 2%
Inclusion 29,621 31,063 25,561 (18%)
Out of District 51,525 39,348 42,691 8%
Transportation 5,748 6,194 6,576 6%

Special Tuition and Transportation: Rapidly Rising Costs

The net cost of STT services in Wellesley has increased nearly threefold over the past ten years, from
$2,983,193 in FY00 to $8,271,557 in the FY09 budget. STT cost now accounts for 15% of the School’s
operating budget compared to 10% in FY00.

Wellesley Special Tuition and Transportation Costs
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The following table shows the most recent available benchmarking data for special education spending
(before circuit breaker funding) by town from the Department of Education. In FY06 Wellesley ranked
first within a peer group of towns relative to special education spending as a percent of the total School
operating budget. Wellesley also ranked second within this group for FY06 out-of-district per pupil
expenditure.

FYO06 Special Education Spending by Town
SPED Budget % Total Out of District Per
School Budget Pupil Expenditure
Town % Rank $ Rank
Wellesley 24.6 1 60,698 2
Belmont 19.4 5 44,126 8
Brookline 20.3 4 62,369 1
Lexington 21.4 2 50,327 6
Natick 17.0 9 21,738 11
Needham 19.0 6 52,995 5
Newton 21.2 3 55,382 4
Wayland 15.5 10 36,161 10
Weston 12.7 11 45,380 7
Westwood 18.3 7 56,199 3
Winchester 18.3 8 39,904 9

Summary

In summary, providing for the educational, emotional, and physical needs of children served by the
special education program is an ongoing challenge. Neighboring communities are experiencing similar
growth trends in special education enrollment and costs. However, Wellesley's special education services
comprise a growing and significant percentage of the total school budget, even more so than in many
similar neighboring communities.
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— APPENDIX C —
ENROLLMENT FORECASTS

Executive Summary

e Wellesley has experienced strong growth in enrollment in its public schools for many
years, and has not yet witnessed the sharp deceleration in enrollment growth enjoyed
recently by many peer communities.

e The School Department utilizes the widely-accepted “cohort survival” methodology for
forecasting future enrollments; the latest projections suggest that system-wide enrollment
growth will moderate significantly between FY09 and FY'12, and begin to decline
thereafter.

e Growing enrollments have pressured school facilities and class sizes across the system,
but the School Department has generally managed these pressures successfully

e With elementary enrollments expected to peak in FY09, the School Department should
consider ways to best utilize resources within the elementary system

e Trends in per-pupil spending reflect many factors and are an imperfect proxy for
measuring trends in “educational quality.” Nonetheless, Wellesley has lagged other
communities in growth in per-pupil spending in recent years. Respite from the pressures
of strong system-wide enrollment growth will be a welcome development.

Enrollment Growth

Enrollment levels in the Wellesley Public Schools have swung rather dramatically over longer
time periods. Peak enrollment during the childhood years of the “baby boom™ generation reached
6,297 in FY68-69, only to be followed, nearly 25 years later, by a rock-bottom low in
enrollments of 2,871 in FY90-91. But with the “baby boom echo” subsequently moving through
the system, enrollments thereafter grew rapidly, recording an average year-over-year increase of
2.7% for the next 17 years. At 4,678 as of October, 2007, enrollments have returned to the levels
of the late-1970s.

Much of this, of course, reflects “national” shifts in birth rates and population cohort sizes.
However, other factors are at work. As an established, largely-built-out, and affluent residential
community, in recent decades Wellesley’s public schools have generally not been pressured by
large-scale development of new single-family housing. However, selected multi-family
development projects, and other factors — including the recycling of the housing stock from
empty-nesters and the elderly to younger families, and changes in the “public” versus “private”
education mix among the town’s resident families - have had an impact.

The fact is that the Wellesley Public Schools system is different from many neighboring towns,
despite the relatively stable size of the town’s aggregate population. As shown in the chart
below, Wellesley and many neighboring school districts experienced significant enrollment
growth in the late 1990s and the early part of this decade. However, Wellesley, along with
Westwood, Winchester, and to a lesser extent Needham, is among the few towns not to have
experienced a significant easing of enrollment pressures in the most recent five years. In
consequence, Wellesley’s cumulative enrollment growth over the past 10 years, at 34.2%, is the
highest among all the Town’s in this peer group, and far above the levels experienced by
Brookline and Newton, at 1.2% and 7.2% respectively. This is a critical factor in reviewing
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trends in Wellesley school budgets. But also critical is whether Wellesley can expect its own
“slowdown” in enrollment growth any time soon.

Chart 1: Cumulative Enrollment Growth by Town, Recent Five-Year Periods (%)
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Projecting Future Enrollment Levels - Methodology

For many years now the School Department - using a widely-accepted methodology called the
“cohort survival” method - has prepared an annual enrollment report which provides school
enrollment projections five and ten years into the future. One key element of this approach is the
historical “cohort survival” or “progression” rate, which measures: 1) the ratio at which the
town’s elementary schools actually enroll students in kindergarten versus the number of
newborns five years earlier (note: for school-by-school enrollment forecasts at the Elementary
level, the School Department also uses progression rates for resident pre-school-age children in
the relevant age cohorts within each school district, available from town census data); and 2) for
each grade level, the ratio of student numbers in that grade to those in the grade below in the
previous year. The progression rates used by the School Department are “moving averages”
based on actual experience over the most recent five years. These ratios are typically very close
to - but rarely exactly equal - one. They are impacted by in-migration, as families with children
move into town (typically at higher rates for families with pre-school-age children), and by out-
migration, as families move away, and resident students transfer to private schools. A
progression rate greater than 1.0 means that there has been net in-migration between grades and
less than 1.0 indicates net out-migration between grades.

The School Department does not attempt to forecast future changes in progression rates. For
example, the proportion of Wellesley’s children attending private schools has varied
considerably over the years, from around 15% in the early 1970s, to around 25% for much of the
1980s, to back around 15% in recent years. This ratio is likely to be impacted by, among other
things, perceptions of local public school quality, economic and financial market conditions, and
the number of school-age residents relative to the capacity of the region’s private schools. The
School Department does not attempt to forecast future changes in the private/public ratio. Nor
does it attempt to analyze the demographic profile of the town, such as the proportion of houses
owned by “empty-nesters” and retirees, who might be candidates for “turning over” their
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properties to younger families with children. While not the subject of analysis, these factors are
gradually captured as they impact 5-year historical average progression rates.

For enrollment projections one through five years out, all children who will be in the school
system during this period have already been born. As a result, projections are made by
overlaying progression rates onto the year’s birth data and current school enrollments at each
grade level. The second key element of the “cohort survival” method is a forecast of the number
of births in Wellesley over the next five years, which is relevant to projections of elementary
school (but not middle and high school) enrollments 6-10 years out. While statistical analyses
based on town census data on the numbers of females of child-bearing age, forecasted fertility
rates, etc., might be utilized, the School Department uses a simpler, but still perfectly adequate,
approach based entirely on historical birth data. Two scenarios are developed, assuming: 1) that
in-town births are unchanged from the average rate experienced over the prior three years; 2)
that births decline at 2.9% p.a., which is the rate of decline of in-town births over the 10-year
period 1957-67, at the end of the post-War “baby boom.” Chart 2 shows historical data on births
in Wellesley over the past 18 years, and forecast births based on the “flat births” scenario, which
is the scenario we will discuss below.

Chart 2: Wellesley Births, Annual Data, Historical and Projected (““Flat Births™ Scenario)
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While the enrollment projections are then somewhat mechanistically generated from the
methodology and data described above, there is an additional component to the analysis. The
School Department sometimes makes manual adjustments to the historical average progression
rates, to reflect the expected impact of important single- and multi-family housing developments
on school enrollments. Prior years’ projections have incorporated estimates for the impact of
property developments such as the Toll Brothers’ Wellesley Estates project and Hastings Village
(both now realized), and 27 Washington Street (the former Grossman’s site).

Academic research and experience in Wellesley indicates that this methodology generally
provides quite accurate enrollment projections. Of course, there will always be “surprises,” and
in FYO08 we had one of these: across the elementary schools, there were 32 more enrollees in
Grade 1 than projected, due to a higher-than-projected number of families with young children
moving in to Wellesley over the summer.
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Projecting Future Enrollment Levels

Historical and projected enrollments system-wide and at the Elementary, Middle, and High
Schools are shown in Chart 3 below. After many years of rising enrollments, it appears that
some relief may by in sight. System-wide enrollments are projected to increase by another 2% in
FY09, but then increase by an annual average of just 0.3% between FY 10 and FY12, and
thereafter begin to decline. Elementary enrollments are expected to peak in FY 09, although for
the Middle and High Schools, the peaks are projected at FY 14 and FY 18, respectively. The
expected enrollment increase for the High School is quite large, from 1,209 to 1,596, or almost a
third. These “peak” enrollments may, of course, prove to be elusive: in recent years they have
moved both higher and further out in time, the result of, among other things, levels of in-
migration higher than those reflected in the progression rates.

Chart 3: Wellesley Public Schools Enrollment Levels, Historical and Projected
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Enrollments and Class Size: Elementary Level

If everything else stayed constant, increasing enrollments would translate into increasingly
crowded schools, growing class sizes, and deteriorating quality of the educational program.
Fortunately, everything doesn’t stay constant, and the Town has long shown a willingness to
invest in facilities and teaching and support staff. At the Elementary level, the rebuilding and
reopening of the Sprague School in September, 2002; the Bates School renovation in 2004; and
the addition of modular classrooms to Fiske and Schofield Schools in 2006 are cases in point.
Chart 4 below shows past and projected student enrollment at the Town’s seven Elementary
schools. The break in the chart helps highlight the beneficial impact of the Sprague School
reopening and accompanying elementary school redistricting on individual school enrollments.
Chart 4 also shows the subsequent erosion of this benefit with the continuing enrollment growth
in the system. There is, once again, considerable discussion of pressures at the Elementary level
on school building capacity, and on class sizes.
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Chart 4: Wellesley Elementary School Enrollment Levels, Historical and Projected
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Class size guidelines are set by the School Department at 18-22 for grades K-1, and 22-24 for
grades 2-5. While the School Department has added 11 regular classroom teachers over the past
7 years, class sizes have been increasing in several of the Elementary schools. In the past few
years, some grade levels at some elementary schools (primarily Sprague and Upham) have
experienced average class sizes slightly above guideline. And in the most recent three years,
there were fewer classes “under” guideline and more classes “over” guideline than in the prior
three-year period. This can be seen from Chart 5 below.

Chart 5: % of Elementary Classes Under/At/Over Guideline: Grade Levels K-1 and 2-5
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But it is also important to note that: 1) classes over “guideline,” as defined by the School
Department itself, remain a small fraction of all Elementary classes (and in fact, in no case is
there a class more than one student over guideline); 2) there are still far more classes under
guideline than there are classes over guideline, at least at the grades 2-5 level; and 3) Elementary
school enrollments should peak in FY09, and then begin to decline. Indeed, Upham School, one
of the schools facing the greatest enrollment pressures in recent years, may see significant
declines beginning even in FY09. So while smaller classes are nearly always more desirable than
larger classes, and while real pressure points within the Elementary schools may still exist, it
does not appear that the educational program at the elementary level is being managed
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inappropriately, or is at great risk. Indeed, the School Department recognizes the imminent
“peak” in enrollments, and is factoring it into staffing decisions.

Elementary Redistricting

Disparities between enrollment levels at Wellesley’s Elementary schools are expected to grow
significantly over the next five years, as shown in Chart 4 above. In these circumstances the
challenges of managing Wellesley’s system of multiple neighborhood Elementary schools fairly
and in a cost-effective manner are significant. Going forward, schools with under-utilized
capacity and small and shrinking class sizes may be juxtaposed against schools with continued
capacity pressures and growing classes. There are structural solutions that could address this
problem. Although potentially controversial, this might be the time for the School Department to
consider redistricting as a routine component of its ongoing planning/management cycle,
revisited perhaps every five years. Alternatively, the introduction of “grade level” specialization
across “clusters” of two or more Elementary schools might be appropriate, with some schools
specializing in K-1 or K-2, and others in the higher grade levels.

Either approach could help to ensure that building capacity and teaching and other professional
staff are optimally utilized on a system-wide basis — and that the widely-admired Wellesley
elementary educational program is indeed sustainable. Excellent schools and control over rising
costs are both possible, but perhaps some far-reaching structural change, of the type just
discussed, is the compromise required to get there.

Enrollments and Class Size: Middle and High Schools

The pressures experienced in the Elementary schools in recent years have also been evident at
the Middle and High Schools, and these pressures will only be exacerbated as the “echo bubble”
migrates upwards. The School Department’s class-size guideline for core academic classes at the
Middle and High Schools is 22 (15 for Level 3 core academic classes at the High School). Since
the guideline is a single data point, rather than a range, there is considerable room for differing
perspectives on exactly how many classes are at, under, or over, guideline. The analysis below
uses a narrow range, of 21-23 students, to characterize classes “at guideline,” since as a practical
matter it is very difficult to schedule classes of precisely 22 students, and it is hard to argue that
if 22 is reasonable and appropriate, 23 is not. “Under guideline” is then defined as classes with
20 or fewer students, and “over guideline” 24 or more students. Charts 6(a) and 6(b) below
show the distribution of class size for core academic classes at the Middle and High Schools for
the most recent three years.

Chart 6(a): % of Core Academic Classes Under/At/Over Guideline: Middle School
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At the Middle School it would appear that the class size issue has been appropriately managed
despite growing enrollments, as added classroom space and new teacher hires have helped to
avoid increases in the number of classes “over guideline” in recent years. Flexibility in
classroom scheduling at the WMS is constrained by the existing four-house system, and
considerable thought is being devoted to the question of how to accommodate further enrollment
growth given this structure.

Chart 6(b): % of Core Academic Classes Under/At/Over Guideline: High School
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Class size pressures are a bit more intense at the High School, with a larger share of core
academic classes currently over guideline. Available classroom space is heavily utilized during
the “primary” teaching periods at WHS, Blocks 2-6 within the six Block high-school day. As
discussed elsewhere in this report, four new classrooms will be created for the FY09 school year
at relatively low cost, through internal space conversions.

Enrollment Implications for Operating Budgets

As noted above, compared to many neighboring towns Wellesley has experienced unusually
rapid enrollment growth over the past decade, and especially over the past three-to-five years.
This growth has been one of the drivers of increased School Department operating budgets,
along with teachers’ salaries and SPED spending. At the aggregate level this trend is now
expected to slow, and total system-wide enrollment growth should not be a significant factor in
the growth of the operating budget over the next five to ten years. But this begs a key question,
which is whether past spending growth has in fact been adequate, given past growth in student
enrollments, and if not, whether some “catch up” is needed.

To some degree, we have addressed this question above — one of the key metrics in the
assessment of program quality is class size, which, while pressured, has by and large been kept
within the School Department’s guidelines. But there are other metrics that should be looked at.
Perhaps the most commonly-used metric in assessing a town’s commitment to maintaining the
quality of its public schools is per pupil spending — over time, and in comparison to peers and
state-wide averages. At the outset, we would note that for many reasons this metric is not an
unambiguous indicator of comparative levels of, or trends in, educational “quality.” Lower
numbers could reflect more efficient management and better cost control within the system, the
benefits of economies of scale, fewer high-cost OOD special education placements, or difficult-
to-assess methodological/classification differences within the data. We should also note that the
Department of Education, the primary source of per pupil spending data, introduced a significant
change in methodology in 2005 that makes data comparisons for the periods before and after
2005 quite challenging. The new methodology provides a better measure of gross per pupil
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(operating) spending within a community, as compared to just per pupil (operating) spending
from the community’s general fund.

The data does in fact suggest that per pupil spending in the Wellesley schools has lagged
recently. In Chart 7(a) below we show the level of total per-pupil spending (TPPX) for the 1%
Quartile School District in Massachusetts and for Wellesley at several different points in time:
FY96, FYO01, FYO05 (two versions), and FY06. The numbers up to and including FY05 (old)
utilize the DOE’s old data methodology, while FY05 (new) and FY06 utilize the new data
methodology. Over the past decade, Wellesley’s TPPX has slipped from a position well within
the Massachusetts 1** Quartile to just below 1* Quartile levels.

Chart 7(a): Total Per-Pupil Spending, Mass.1® Quartile District and Wellesley
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In Chart 7(b) an effort is made to adjust the data for the high, and rapidly growing, spending on
special education. Again, the numbers up to and including FYO05 (old) utilize the DOE’s old data
methodology, and also remove all STT spending — thus providing a measure of regular education
per-pupil spending (RPPX). The FY05 (new) and FY06 numbers utilize the new DOE data
methodology, and the adjustment for SPED is more limited, removing only OOD SPED
spending (and not spending on In-District Inclusion programs). As a result, direct comparisons
across the pre- and post-2005 data are even more problematic. Nonetheless, the trend is still
clear: on a per-pupil spending basis, Wellesley has lost ground to the 1* Quartile School District
over the past 5- and 10-year periods, with the regular education programs facing somewhat
greater pressure.
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Chart 7(b): Per-Pupil Spending, Mass.1* Quartile District and Wellesley, SPED Adjusted
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A more intensive examination of the DOE data suggests that Wellesley has lagged more
significantly vis-a-vis some of the smaller, more affluent school districts that have recently
experienced modest growth in (or even declining) enrollments, such as Wayland and Weston.
Relative to peers such as Needham, Westwood, and Winchester, which like Wellesley have also
experienced rapid enrollment growth, the comparisons are more favorable. As system-wide
enrollment pressures ease in the future, the Town will have a better opportunity to reassess the
situation with regard to per-pupil spending within its public school system.

Summary

On balance, the School Department has managed a challenging period of rapid enrollment
growth quite well. There has been a generally successful effort to avoid significant increases in
the size of classes and in the numbers of classes over guideline. And while the challenges are not
over yet, we may be at the cusp of a period of meaningful easing of enrollment growth pressures,
beginning with the Elementary schools. The School Committee is scheduled to begin work in the
fall on an Elementary School Master Plan, which will look at long-term issues, including
enrollment changes. As noted above, the recent Middle School renovation has improved the
physical infrastructure, although flexibility in classroom scheduling is constrained by the existing
four-house system. Finally, the Town’s focus is now very much on the High School. Growing
student enrollment in the short term will be met by the re-configuration of existing internal
space, as provided for in the FY09 cash capital budget. In the medium term, additional space to
meet continued enrollment growth will be required. Although the School Department has made
no final decision on this next step, the installation of modular classrooms is anticipated. Finally,
planning for the proposed High School renovation/new building project is now well advanced,
and when finished will have addressed projected enrollment growth through to the “peak”
enrollment that is expected almost a decade from now.
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-- APPENDIX D-
GLOSSARY OF MUNICIPAL FINANCE TERMS

ABATEMENT. A complete or partial cancellation of a tax or assessment levied (imposed) by the Town.
Abatements usually apply to tax levies and special assessments.

APPROPRIATION. An authorization granted by Town Meeting to make expenditures and to incur
obligations for specific purposes. An appropriation is usually limited in amount and as to time when it
may be expended.

ASSESSED VALUATION. A valuation set upon real estate or other property by the Town as a basis for
levying taxes. Equally assessed valuation refers to the Town’s assessed valuation as determined by the
Assessors, adjusted by the State Department of Revenue on a biennial basis to reflect full market value
(“equalized valuation”).

AVAILABLE FUNDS IN REVENUE SURPLUS. Sum of funds appropriated and raised by the Town,
but not expended in the years for which they were appropriated, minus uncollected taxes of prior years.
This amount must be certified by Massachusetts Bureau of Accounts before it can be used. Also known as
“Free Cash.”

BUDGET. A plan of financial operations embodying an estimate of proposed expenditures for a given
period and the proposed means of financing them. A budget may be “preliminary” — the financial plan
presented to Town Meeting, or “final” — the plan approved by Town Meeting.

CAPITAL PROJECT. A major nonrecurring physical acquisition expenditure often including planning,
acquisition, and construction phases.

CHERRY SHEET. An annual statement received by the Assessors from the State Department of
Revenue detailing estimated receipts for the next fiscal year from various state aid accounts and the Local
Aid Fund (Lottery) and estimated charges payable by the Assessors in setting the tax rate. Supplemental
Cherry Sheets may be issued during the year and there is no guarantee that the estimated receipts and
charges shown thereon will not vary from actual receipts and charges.

COLLECTIVE BARGAINING. Negotiations between an employer and union representative regarding
wages, hours, and working conditions.

DEBT AUTHORIZATION. The formal approval required under the procedures set forth in Chapter 44
of the Massachusetts General Laws before the Town may lawfully incur debt.

DEBT SERVICE REQUIREMENT. The amount of money required to pay interest on outstanding
debt, and serial maturities of principal for serial bonds.

ENTERPRISE FUND. A fund established to account for operations (a) that are financed and operated in
a manner similar to private business enterprises — where the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods or services to the general public on a continuing
basis be financed or recovered primarily through user charges; or (b) where the governing body has
decided that periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability, or other purposes.
Examples of Enterprise Funds are those established for the Town’s water, sewer, and electric utilities.

EQUALIZED VALUATION. The value of all property as determined by the State Tax Commission
biennially, using a standard of “full and fair value.” This is also referred to as “100% valuation.” The
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equalization figures are reported in December and affect State aid distributions for the two-year period
beginning the following July.

EXCESS LEVY CAPACITY. The difference between the Town’s maximum tax levy limit as
established by Proposition 2 1/2 and its actual tax levy in the most recent year for which the Town has set
a tax rate. This is the additional tax levy that the Town could raise without going to the voters for an
override or debt exclusion.

EXCLUSIONS. A provision in the Proposition 2 %> Law (Chapter 580 of the Acts of 1980) that provides,
through referendum, to add funds to the total tax levy on a temporary basis. Exclusions and Debt
Exclusions are specifically for capital or special one time items. Exclusion type questions, if approved by
voters, are used to fund one time items, usually large capital projects. These funds do not become part of
the permanent tax levy base. An exclusion for debt service on a loan to pay for a major capital project
expires when the loan is paid. The amount added to the tax levy for a particular year is the debt service
needed for that year only. Exclusions are only effective until the funding for the project to which they
apply is complete.

FISCAL YEAR. A 12 month period to which the annual operating budget applies and at the end of
which the Town determines its financial position and the results of its operations. The Commonwealth
and the Town operate on a fiscal year that begins on July 1 and ends on June 30. The number of the fiscal
year is that of the calendar year in which the fiscal year ends; e.g., the fiscal year 1994 begins July 1,
1993, and ends June 30, 1994, usually written as FY 94.

FIXED ASSETS. Assets of a long-term character which are intended to continue to be held or used, such
as land, buildings, improvements other than buildings, machinery and equipment.

FREE CASH. Sum of funds appropriated and raised by the Town, but not expended in the years for
which they were appropriated, minus uncollected taxes of prior years. This amount must be certified by
Massachusetts Bureau of Accounts before it can be used.

FULL-TIME EQUIVALENT. A term that expresses the amount of time a position has been budgeted
for in terms of the amount of time a regular, full-time employee normally works in a year. For most
positions in Town, one FTE has been set to equal the number of hours a typical full-time employee works
during a calendar year after deducting holiday, vacation, sick and personal time from a 52.2 week year
consisting of 2,088 total hours. A position that has been budgeted to work full-time for only six months is
.S FTE.

FUND. A fiscal and accounting entity with a self-balancing set of accounts recording cash and other
financial resources, together with all related liabilities and residual equities or balances, and changes
therein, which are segregated for the purpose of carrying on specific activities or attaining certain
objectives in accordance with special regulations, restrictions, or limitations.

FUND TYPE. In governmental accounting, all funds are classified into seven generic fund types:
General, Special Revenue, Capital Projects and Debt Service (Governmental Funds), Enterprise and
Internal Service (Proprietary Funds), and Trust and Agency (Fiduciary Funds).

GAAP. Generally Accepted Accounting Principles. There are twelve basic principles of accounting and
reporting applicable to state and local governments. These include the use of the modified accrual basis of
accounting, as appropriate, for measuring financial position and operating results. These principles must
be observed in order to provide a basis of comparison of data among different cities and towns.

GENERAL FUND. The fund used to account for all financial resources of the Town except those
required to be accounted for in another fund.
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GENERAL REVENUE. The revenues of the Town other than those derived from and retained in an
enterprise. If a portion of the net income in an Enterprise Fund is contributed to another non-enterprise
fund, such as the General Fund, the amounts constitute general revenue of the Town.

GROWTH REVENUE. The amount of property tax revenue that the Town can add to its allowable tax
levy (above the 2 1/2%) from new construction, alterations, subdivision, change of use or anything being
taxed for the first time. It is computed by applying the prior year’s tax rate to the increase in valuation.

MODIFIED ACCRUAL BASIS. The accrual basis of accounting adapted to the government fund type,
wherein only current assets and current liabilities are generally reported on fund balance sheets, and fund
operating statements present “financial flow” information (revenues and expenditures). Revenues are
recognized when they become both “measurable” and “available to finance expenditures of the current
period”. Expenditures are recognized when the related fund liability is incurred except for a few specific
exceptions. All governmental funds and Expendable Trust Funds are accounted for using the modified
accrual basis of accounting.

OFFSET RECEIPTS. Includes certain education programs, aid to public libraries and environmental
programs which are designated on the Cherry Sheet as offset items. These amounts can be spent without
appropriation but must be spent only for these specific municipal programs.

OPERATING BUDGET. Plans of current expenditures and the proposed means of financing them. The
annual operating budget is the primary means by which most of the financing, acquisition, spending and
service delivery activities of the Town are controlled.

OVERLAY. The amount raised by the Assessors in excess of appropriations and other charges for the
purpose of creating a fund to cover abatements on real and personal property taxes and to avoid fractions
in the tax rates.

OVERRIDE. A provision in the Proposition 2 2 Law (Chapter 580 of the Acts of 1980) that provides,
through the referendum process, to add funds to the total tax levy on a permanent basis. If approved by a
town wide vote, the override amounts become a part of the tax levy base and therefore the amount
approved in a given vote does grow with the rest of the base by 2 /2% per year. An override question can
only provide for additional funding for either the operating budget or the on going capital budget.

PRIMARY LEVY LIMIT. 2 %A% of certified full and fair cash value of taxable property.

PROPOSITION 2-1/2. A statewide tax limitation initiative petition limiting the property tax levy in
cities and towns in the Commonwealth to 2 /2% of the full and fair cash valuation of the taxable real
estate and personal property in that city or town. The statute also places an annual growth cap of 2 2% on
the increase in the property tax levy.

REIMBURSEMENTS. (1) Repayments of amounts remitted on behalf of another party. (2) Inter-fund
transactions which constitute reimbursements of a fund for expenditures or expenses initially made from
it which are properly applicable to another fund — e.g., an expenditure properly chargeable to a Special
Revenue Fund was initially made from the General Fund, which is subsequently reimbursed. They are
recorded as expenditures or expenses (as appropriate) in the reimbursing fund and as reductions of the
expenditure or expense in the fund that is reimbursed.

RESERVE FUND. A fund established by the Annual Town Meeting which is under the control of the

Town’s Advisory Committee and from which transfer may be made for extraordinary and unforeseen
expenditures. It may be composed of an appropriation of not more than 5% of the prior year’s tax levy.
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REVOLVING FUNDS. Those funds which may be used without appropriation and which are
established for particular uses such as school athletics, continuing education programs, school lunch
programs, self-supporting recreation and park services, conservation, etc.

SECONDARY LEVY LIMIT. Prior year levy limit plus 2 2% (Base) plus “growth revenue.”

SPECIAL APPROPRIATION. An authorization to expend funds for a specific project not encompassed
by normal operating categories.

STABILIZATION FUND. A special reserve account created to provide for capital improvements which
is invested until used. The Town may appropriate into this fund in any year an amount no more than 10%
of the prior year’s tax levy. The outstanding balance in the account cannot exceed 10% of the Town’s
equalized valuation. Generally, it requires a 2/3 vote of Town Meeting to appropriate money from the
Stabilization Fund.

STATE DISTRIBUTION. All revenue flowing from the Commonwealth. Major categories include
reimbursement for loss of taxes, educational distributions and reimbursements, funds for direct education
expenditures, general government reimbursements and distributions.

SURPLUS REVENUE. This is the amount by which cash, accounts receivable and other floating assets
exceed the liabilities and reserves.

SUPPLEMENTARY APPROPRIATION. An appropriation submitted after the main budget has been
approved, which must specify a revenue source.

TAX LEVY. The net amount to be raised by the Town each fiscal year by assessing ad valorem taxes on
real estate and personal property located within the Town.

TAX RATES. The amount of tax stated in terms of a unit of the tax base; for example, $8.91 per $1,000
of assessed valuation of taxable property.

UNFUNDED PENSION LIABILITY. Unfunded pension liability is the difference between the value
assigned to the retirement benefits already earned by the Town’s employees and the assets the Town’s
retirement system will have on hand to meet these obligations. The dollar value of the unfunded pension
liability is driven by assumptions about interest rates at which a retirement system’s assets will grow and
the rate of future costs of living increases to pensioners.

UNENCUMBERED APPROPRIATION. The portion of an appropriation not yet expended or
encumbered.

UNIFORM MUNICIPAL ACCOUNTING SYSTEM. A comprehensive and practical municipal
accounting system that conforms to GAAP for local governments. UMAS is regarded by the Department
of Revenue as the professional standard for modern municipal accounting in Massachusetts. Among the
benefits of conversion to UMAS are increased consistency in reporting and record keeping and enhanced
comparability of data among cities and towns.
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TOWN OF WELLESLEY - PRELIMINARY SOURCES AND USES OF FUNDS

FY2008 FY2009 %
Tax Rate Request Change
*%* SOURCES OF FUNDS ***
Tax & Other Current Revenues
Within Levy Limits
Real Estate & Per. Prop. Tax 78,689,438 81,856,674 4.02%
From the Commonwealth
Local Aid 6,642,683 8,551,294 28.73%
Local Revenue 10,614,714 11,266,315 6.14%
| Sub-Total (Tax & Cur. Rev.) 95,946,835 101,674,283 5.97%
Outside Levy Limits
Real Estate & Pers.Prop.Tax 3,743,001 4,434,020 18.46%
OPEB 1,800,000 1,800,000
Available Funds
Parking Meter Receipts 563,224 634,198 12.60%
Appropriated/Reserved CPA Surcharge 612,146 2,087,100 240.95%
Appropriated Free Cash 928,941 307,158
Not yet Appropriated Free Cash (Stabilization) - 1,000,000
School Construction Aid & Set-Asides 621,838 621,843 0.00%
Unencumbered/Transfers from other funds 387,462 155,343 -59.91%
Sub-Total (Available Funds) 3,113,611 4,805,642 54.34%
TOTAL SOURCES OF FUNDS 104,603,447 112,713,945 7.75%
#*%% USE OF FUNDS ***
Personal Services (Non-School) 16,892,395 17,336,153 2.63%
Expenses (Non-School) 6,865,517 7,025,235 2.33%
Subtotal (Non-School) 23,757,912 24,361,388 2.54%
Personal Services (School) 42,369,793 44,872,014 5.91%
Expenses (School) 7,249,278 8,970,294 23.74%
Subtotal (School) 49,619,071 53,842,308 8.51%
| Sub-Total (Pers. Srvcs.& Exp) 73,376,983 78,203,696 6.58%
Capital & Debt:
Within Levy Limits
Capital/Extraord./Spec.Items 2,942,719 2,851,283 -3.11%
Debt Service - Issued 3,683,969 3,455,819 -6.19%
Debt Service - New Auth/Unissued - In 326,211 664,000
| Sub-Total (Within Levy Limits) 6,952,899 6,971,102 0.26%
Outside Levy Limits
Debt Service Issued
Debt Service Temporary 3,932,688 3,851,713 -2.06%
Debt service unissued (interest rate est) -
Debt Service - New Auth/Unissued - Out 480,000 1,204,150
Unused
|SUB-TOTAL (CAPITAL & DEBT) 11,365,587 12,026,965 5.82%
Employee Benefits (formerly Shared Costs):
Ins./Grp Ins./Pensions, etc. 13,934,241 14,552,815 4.44%
OPEB Liability Fund 3,000,000 3,000,000 0.00%
Sub-Total (Shared Costs) 16,934,241 17,552,815 3.65%
SUB-TOTAL (OPERATIONS) 101,676,811 107,783,476 6.01%
Special Items:
Traffic & Parking Management 488,674 506,391 3.63%
Appropriated/Reserved CPA Surcharge 612,146 2,087,100 240.95%
State & County Assessments 1,011,978 1,011,978 0.00%
Property Tax Abatements 272,663 325,000 19.19%
Prior Fire FLSA 41,175 -
Stabilization Fund 500,000 1,000,000
Sub-Total (Special Items) 2,926,636 4,930,469 68.47%
TOTAL USE OF FUNDS 104,603,447 112,713,945 7.75%
TOTAL SOURCE OF FUNDS 104,603,447 112,713,945 7.75%

SURPLUS/<DEFICIT>
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Does not include contract settlements for Non School departments for 2008 or 2009
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