TOWN OF WELLESLEY

ADVISORY COMMITTEE LETTER
ANNUAL TOWN MEETING
April 1, 2013 at 7:30 P.M.
Katherine L. Babson, Jr. Auditorium
Wellesley High School

TERM ENDS 2013 TERM ENDS 2014 TERM ENDS 2015
Laura Hockett, Vice-Chair Robert Capozzi Thomas Engels
Catherine Johnson Becky Epstein John Hussey
Philip Licari Marjorie Freiman Lucy Kapples
David Murphy, Chair Ann Marie Gross, Secretary Andrew Patten
Deborah Robi Ann Rappaport

Rich Woerner
To the Citizens of the Town of Wellesley: March 11, 2013

Annual Town Meeting will convene on Monday, April 1, 2013 at 7:30 P.M. at the Wellesley High School, 50 Rice
Street, to consider the budget for fiscal year 2014 (FY14) as well as other appropriations and proposals. All
residents are welcome to attend the meeting in person, or follow the proceedings on Wellesley Media Corporation’s
Government Channel (Comcast Channel 8, Verizon Channel 40).

ThIS letter highlights the key articles on the Warrant for Town Meeting:

A proposed balanced budget, including both operating and capital items, for FY14 (Art 8);

e Change in the Cost of Living Adjustment (COLA) base for current and future Town retirees (Art 6);

e Appropriations and/or borrowing for design work for repairs and renovations at eight Town and School
buildings and for the Tolles-Parsons Center (Senior Center) at 496 Washington Street (Arts 17 & 18);

e Borrowing under the levy for renovations of the HVAC system at the DPW Park & Highway Building (Art 14)
and rehabilitation of the Wales Street Bridge (Art 15);

e Appropriation for the repair of the Hills Branch Library building chimney (Art 20);

e Special Legislation authorizing the acquisition of Aqueduct land (Art 22);

e Zoning Bylaw amendments pertaining to subdividing larger parcels (Arts 27 & 28) and to the Wellesley
Square Commercial District (Arts 29 & 30);

e Proposals to place a one-year moratorium on the establishment of medical marijuana dispensaries in Town
and to prohibit the public consumption of marijuana (Arts 32 & 33).

A more comprehensive Reports to the Annual Town Meeting (Report), including the Advisory Committee’s
recommendations and the Reports of other Town Boards and Committees to Town Meeting, will be mailed to all
Town Meeting Members and to all Town departments. The Report will also be posted on the Town’s website at
www.WellesleyMA.gov. Copies of the Report will be available at the Town Clerk’s Office and at the Wellesley
Free Library no later than seven days before the meeting. The Town Clerk’s Office will mail a copy of the Report to
any resident who requests one. If any further recommendations are made by the Advisory Committee in the period
of time between publication of the Report and the opening of Annual Town Meeting, a notice will be sent to Town
Meeting Members by e-mail, and the new recommendations will be posted on the Town’s website.

The Advisory Committee thanks the dedicated Town employees, elected and appointed officials, and concerned
citizens who devote their time, energy, and expertise to the Town’s affairs. Town Meeting is an opportunity to
examine important issues, enter into dialogue, and vote as a community on how best to serve our Town and its
residents. This letter seeks to highlight the issues expected to be considered by Annual Town Meeting and how
residents may obtain further information. The Advisory Committee welcomes citizen input and suggestions. Our
meetings are open to the public and always begin with a “Citizen Speak” session. Residents who wish to
communicate via e-mail can reach us at AdvisoryCommittee@WellesleyMA.qov.

Sincerely,
David Murphy, Chair




Key Features of the Proposed Fiscal Year 2014 Budget

FY13 FY14 $ %

Budget Request Inc/(Dec) Inc/(Dec)
Sources of Funds
Taxes $ 97,314,836 $ 101,297,707 $ 3,982,871 4.1%
State Aid 8,872,646 8,872,646 - 0.0%
Local Revenue 9,913,713 10,339,123 425,410 4.3%
Free Cash 2,837,757 3,073,269 235,512 8.3%
Other Sources 1,674,310 1,730,303 55,993 3.3%
Exclusions & Exemptions 11,677,988 11,362,520 (315,468) -2.7%
Total Sources $ 132,291,250 $ 136,675,568 $ 4,384,318 3.3%
Uses of Funds
Schools $ 58,115,123 $ 60,133,158 $ 2,018,035 3.5%
Facility Maintenance 6,186,673 6,388,995 202,322 3.3%
Other Town Departments 25,517,269 25,984,234 466,965 1.8%
Employee Benefits 20,577,517 22,134,678 1,557,161 7.6%
Cash Capital 3,526,073 3,869,341 343,268 9.7%
Debt Service (inside Levy) 3,109,135 3,179,465 70,330 2.3%
Other Uses 3,581,472 3,623,177 41,705 1.2%
Exclusions & Exemptions 11,677,988 11,362,520 (315,468) -2.7%
Total Uses $ 132,291,250 $ 136,675,568 $ 4,384,318 3.3%
Surplus/(Deficit-Override) $ - $ 0

Sources of Funds

Tax Revenue, State Aid and Local Revenue

The proposed budget reflects a 4.1% increase in inside the levy tax revenue, including the allowed 2%2% increase
to the existing tax base plus $1.55 million from new growth. Due to uncertainties concerning the state budget, no
increase in State Aid is anticipated, while an increase of 4.3% is assumed for Local Revenue from increases in fees
and excise taxes. The decrease in Exclusions reflects the paydown of the Town'’s excluded debt.

Reserves to Balance the Budget

The proposed FY14 budget uses $2.9 million of Free Cash to balance the FY14 budget. This use of Free Cash,
the main component of the Town’s reserves, is in lieu of further budgetary reductions or a Proposition 22%
override, which was anticipated in the Town Wide Financial Plan (TWFP) presented to Annual Town Meeting last
year.

After carefully reviewing the potential options, the majority of Advisory Committee supports the use of Free Cash to
balance the budget. The Town had $13.6 million in reserves (Stabilization Fund balance of $3.1 million plus $10.5
million in certified Free Cash) at the start of the current fiscal year, representing 11.4% of operating revenue. In an
action strongly supported by Advisory, the Board of Selectmen recently approved a policy concerning the Town’s
reserves. In brief, this policy sets a guideline for maintaining the reserves between 8 and 12% of operating revenue.
With the proposed use of $2.9 million in reserves to balance the FY14 budget, the projected level of reserves at the
end of the fiscal year would drop to 9.3%, still within the guideline.

This will be the seventh consecutive year that the Town has not sought an operating budget override. Looking
forward, however, the revenues currently projected in the TWFP for FY15, without the use of reserved Free Cash
or an override, are not sufficient to fund any budget increases at all in that fiscal year. Thus, Advisory anticipates
the need for an override for FY15.




Uses of Funds
Major drivers of budget increases

Personal Services

The increase in salary expense continues to be the primary driver of the budget increase, contributing over $2.0
million of the $4.3 million increase. This includes placeholder salary increases in the School Department budget
pending conclusion of collective bargaining agreements and the increases under consideration in Articles 3 and 4.
At the time this letter was written, collective bargaining discussions for seven of the Town'’s twelve bargaining units
were ongoing, including some of the largest, such as the Teachers, the Police Patrolmen, the Police Superior
Officers, Facilities (School Custodians) and the Library. Police, Facilities and Library collective bargaining
agreements are subject to approval by Town Meeting; Teacher collective bargaining agreements are subject to
approval by School Committee and funding appropriation by Town Meeting.

Generally, the FY14 annual cost of living salary increases are expected to range from 0% to 2%, but additional
increases due to movement along “steps” (for longevity) and “lanes” (for education advancement) are additive,
yielding the total expected increase of 2.8%.

Retirement Contribution

The cost of Employee Benefits, which include Health Insurance, Retirement Pension contribution and health
insurance for retirees (OPEB), continues to exhibit high growth, primarily due to the increase in pension funding,
which is up $1.8 million over FY13. The Town did not contribute to the Pension Fund for ten years preceding the
fund’s decline in value in late 2008 because the Pension Fund was fully funded. In recent years, the Town has
worked to rebuild the annual contribution in accordance with the recommendations of the Retirement Board. These
increases have consumed a significant proportion of the levy growth over the last five years.

Looking forward, this annual contribution must continue to grow for several years until the Retirement Fund regains
its fully-funded position, which is anticipated by the year 2030.

Facilities Maintenance

During FY13, the Facilities Maintenance Department (FMD) was created and fully staffed. The FY14 budget
therefore includes full funding of all positions while the FY13 appropriation included only a partial ramp-up of
personnel costs.

Capital Budget

The cash capital budget reflects the expanded capacity of the FMD to undertake repairs and represents the Town'’s
effort to meet the objective to adequately fund and conduct appropriate building maintenance. The FY 14 request of
$1.1 million for FMD cash capital represents an intermediate level of funding, on the way to the target level of $2
million by FY17. Other capital requests from debt and other funding sources include funds to repair the Hills Branch
Library chimney (Art 20) and to install a new HVAC system for the Park & Highway Building (Art 14). Authorizations
and appropriations for design funds for the Tolles-Parsons Senior Center and eight different facilities projects for
School and Town buildings (Arts 17 & 18) are also requested.

Future Facilities Spending

In 2011, the School Department commissioned a study by Symmes, Maini, McKee & Associates (SMMA) to provide
a detailed review of all school facilities, including an assessment of the condition and status of all systems and their
structural integrity. Despite the comprehensive information provided by the SMMA database, there remains
significant uncertainty about the magnitude and timing of investments in school facilities that will be required over
the course of the next 10 to 12 years. Planning will continue through FY14 and a comprehensive plan is expected
to be presented to Town Meeting in fall 2013 or shortly thereafter. Until such a plan is available and incorporated
into the Town-wide strategic plan, this future facilities expense can be viewed as an unfunded liability of
approximately $85 million.
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Key features of Articles to be considered

A proposed balanced budget, including both operating and capital items, for FY14 (Art 8);

Change in the Cost of Living Adjustment (COLA) base for current and future Town retirees (Art 6);
Appropriations and/or borrowing for design work for repairs and renovations at eight Town and School
buildings and for the Tolles-Parsons Center (Senior Center) at 496 Washington Street (Arts 17 & 18);
Borrowing under the levy for renovations of the HVAC system at the DPW Park & Highway Building (Art 14)
and rehabilitation of the Wales Street Bridge (Art 15);

Appropriation for the repair of the Hills Branch Library building chimney (Art 20);

Special Legislation authorizing the acquisition of Aqueduct land (Art 22);

Zoning Bylaw amendments pertaining to subdividing larger parcels (Arts 27 & 28) and to the Wellesley
Square Commercial District (Arts 29 & 30);

Proposals to place a one-year moratorium on the establishment of medical marijuana dispensaries in Town
and to prohibit the public consumption of marijuana (Arts 32 & 33).
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