FISCAL YEAR 2007 REPORT AND RECOMMENDATION OF THE

FINANCE COMMITTEE

TOWN OF NORTON, MASSACHUSETTS

ANNUAL TOWN MEETING, MAY 8, 2006

For the past four years, the condition of municipal and educational finances in Norton has grown ever more serious.  In order to maintain current levels of municipal government services and minimize reduction of offerings in education, the Town has had to draw heavily on accumulated reserves. This is evidenced by the reduction of the Stabilization Fund (an emergency protection and "rainy-day" fund) from its FY 2002 amount of $1,844,000 to its present $902,000.  Similarly, the Capital Improvements Fund, from which we draw every year to purchase capital items such as fire, police, and highway vehicles and equipment, has been reduced from  $1,557,000 to $597,593.  Moreover, it was only because of an unexpected extra award of $800,000 in State special education aid to the schools in the middle of FY 2005, which then allowed the Town to roll over an equivalent amount to FY 2006, that Norton was able to avoid a major fiscal crisis during the current fiscal year.

In its report to the Town a year ago, the Finance Committee stated:  "In the absence of a substantial addition of revenue, the financial picture for FY 2007 is bleak.  With its reserves all but exhausted, Norton will be faced with a major decision--whether to increase revenues through some form of Proposition 2½ override or return to the days of a closed police station, reduced public safety, fire and rescue services, and an unacceptable education system of large class sizes and reduced educational opportunities for our children." Nothing has occurred in the last twelve months to change this situation, and, as a result, the citizens of Norton are asked to consider an operational override for Fiscal 2007.

Norton has unmet service needs in a number of areas.  Between 1994 and 2000 Norton experienced an 18% increase in population. Continued, though more moderate, expansion in the last five years has stretched our public safety departments to a point where the level, if not the quality, of services they are able to render does not meet the needs of our continually expanding community. 

In the educational system, for the past several years Norton has ranked among the lowest ten communities in the Commonwealth in terms of per-pupil expenditure. During the past five years, in order to live within highly restrictive budgets, almost no purchases of textbooks has occurred, with the result that many of the books used in our schools are both worn out and outdated.  Extracurricular clubs and activities have often had to be curtailed, along with special programs for gifted and talented students.  Curricular enrichment programs such as art and music have been restricted, and needed specialist positions in subjects such as reading, computer technology and mathematics have not been funded.  Following the visit of an accreditation team last fall, Norton High School has been given a formal warning by the New England Association of Secondary Schools and Colleges.  While this does not signify an immediate danger of loss of accreditation, it is the first step in a process that could ultimately lead to this conclusion unless the problems listed in the warning are addressed.

It is also important to note that the failure of Norton to provide on an every-year basis a solid level of enrichment programs, such as the program for gifted and talented students at the elementary and middle school level, has been a contributing factor to the rapidly increased enrollment of children from Norton in area charter schools.  In the coming year it is estimated that $1,336,671 in state aid funds that should come to Norton will be diverted to various charter schools to cover the Town's assessment for Norton children's education there (approximately $10,000 per student). This is money that is lost to the Town.  Improvement in the quality of Norton's school system could and should result in a reversal of parental movement toward charter schools, which in turn would bring much needed dollars in State funding back to Norton. 

In the Warrant for the Annual Town Meeting, two operational budgets are presented by the Finance Committee.  The first, to be acted on in Article 12, represents the proposed allocation of funds if there is no levy override. The second budget presents the sums  proposed and recommended as part of an operational override.  These will be acted on in Article 13. 

While the Finance Committee is in agreement with the allocation of funds proposed in the so-called "balanced budget" presented in Article 12, its recommendation to the Town is that the funds proposed in the Article 13 general override budget are very much needed in order to provide an ongoing appropriate level of public safety and educational services for the Town.  The Finance Committee, therefore, recommends adoption of the override allocations totaling $2,627,740 proposed in Article 13.

The Committee is not unmindful of the increased tax burden approval of the proposed operational override will impose on the taxpayers of Norton.  It is estimated that passage of the override provisions will result in a tax increase of $1.17 per $1,000 of appraised value, which would mean an increase of $408.33 in the tax bill on the assessed value ($349,027) of an average household.  Nonetheless, the Committee believes that Norton's need for additional education and public safety services has become so critical that passage of the operational override is imperative in order maintain necessary levels of service in both these areas.


1.  "Balanced Budget" - Article 12.  While it has generally been referred to as a "balanced budget", this proposed budget is balanced only in the sense that it does not include any funds from a potential override.  However, the only way it becomes "balanced" is by including $1,000,000 of our FY 2006 certified Free Cash allotment.  Free Cash is derived from insurance payments, sale of property, payment of back taxes, budget surpluses in closed accounts from previous years, and other miscellaneous revenues that come to the "general fund" of the Town during the course of any fiscal year. The amount must be checked against certain municipal obligations and then certified annually by state auditors.  Since the amount of "Free Cash" the Town has available can vary enormously from year to year, relying on these sums to fund annually reoccurring expenses is extremely risky, as the Town painfully learned in the early 1990s.  Norton needs as soon as possible to revert to a policy of placing Free Cash in its reserve accounts from which it can withdraw funds to meet temporary emergency or specified one-time expenditures.

Municipal budgets can be divided into three specific parts.  The first is referred to as Fixed and Shared Expenses.  These include a wide variety of assessments from the state, the county, and regional and charter schools.  They also involve fixed costs shared by both the Town 

government and the school department.  These include various employee benefits, by far the largest of which is health insurance, and also the cost of items such as general insurance policies, gasoline and fuel oil.  For Norton, the estimated fixed costs and expenses for FY 2007 are $13,248,340.

Once this amount is deducted from the current estimated available revenue for FY 2007 ($45,285,346), the remainder ($32,037,006) becomes available for operational expenses.  Historically, Norton has divided this sum in a manner allocating between 67-70% to the school department and 30-33% to municipal government. This year's Finance Committee recommendations follow this policy, allocating slightly over 70% ($22,718,000) to the Schools and just under 30% ($9,318,506) to Town Government.  Water Department costs are excluded, since that department operates as an enterprise account, funded by separate water bill assessments.

On the municipal side, this budget will allow the Town to maintain existing levels of service in all departments but will not permit growth in some areas where it is desperately needed, particularly in departments dealing with public safety.  For the schools, however, the $900,000 increase over what was voted for FY 2006 last year at the Annual Town Meeting will in fact necessitate a substantial reduction in existing services.  The reason is that $800,000 of the increase is needed to replace the non-recurring one-time grant monies that were added to the   FY 2006 school department budget at the Special Town Meeting on June 6, 2005.  This leaves a real increase for FY 2007 of only $100,000.  It is possible, but highly unlikely, that the final figures regarding state aid may allow the Town to increase this amount slightly at a future Town meeting, but any such change will not come close to solving the current fiscal problems relating to the Norton school system.

The Finance Committee does not recommend any further drawdown from the Stabilization Fund, which has been reduced by $950,000 over the past several years.  The approximately $900,000 remaining in the fund must be kept there to help fund sudden, major and unexpected needs.  To give only one example--no funds are budgeted to deal with public health cost issues that would affect many departments should the much-talked-about avian flu pandemic become a reality.

 
2. "Contingency" or General Operational Override Budget - Article 13.  This second budget represents the sums proposed and recommended as part of an operational override and are presented in connection with the various departments and accounts needing the funds.  Any of these proposals, or any others moved, which are approved at the Annual Town Meeting will be placed on a ballot for a special town "election" that will occur on June 13.  If ratified by both the town meeting and at the ballot box, the allowable tax levy that the Town will be able to raise in Fiscal 2007 will be increased by the total of the amounts approved, and that new figure will become the basis for the annually allowed 2½ % levy increase in subsequent years.

All of the proposed override funding is in two areas:  public safety and education.  The proposed funds in the public safety area will allow increases in staffing in the police department (2) and the fire and rescue department (4).  It will make it possible for four rather than three police cruisers to be on patrol during those time periods in which most calls and incidents generally occur.  It will add one person per shift to the fire and rescue department.  The Finance Committee has seen compelling evidence of the enormous and continuing increase of simultaneous calls which the fire and rescue department is experiencing, particularly as the  number of units of housing restricted to those over age 55 has expanded rapidly within the Town.  No increase of staff in either department has occurred for many years, while the Town's population and the roads needing to be patrolled have grown enormously. These additions in personnel and the service they will provide are long overdue. 

The Finance Committee has met twice with the School Committee and reviewed carefully the budget presented by the School Committee and our new Superintendent,               Dr. Patricia Ansay.  The Committee is agreed that all of the programs and positions to be funded by the proposed override amount are needed for the system.  Given the fact that the school funding in the "Balanced Budget" for FY 2007 represents only a $100,000 increase in the total money approved for the FY 2006 school budget, nearly $1,350,000 of the proposed override funding is required just to continue the services currently provided by the school system.  The remainder consists of a much needed infusion of funds for the purchase of supplies and textbooks, which the Finance Committee is well aware has been badly underfunded in recent years.  It would also provide a few new enrichment and academic support programs and would permit the hiring of seven full-time teachers and one medical/therapeutic specialist. There would also be a few additions in terms of part-time staffing.   Each of these new positions is proposed to meet a well-documented and already existing need. Several are intended to address specifically issues relating to student performance on the MCAS examinations.

Norton's per-pupil level of spending has ranked Norton at or near the bottom of communities in the Commonwealth for several years.  The High School has received a formal warning, which is the first step toward a potential loss of accreditation.  Textbooks are both worn out and outdated.  The level of funding possible for schools (without severely curtailing public safety) within the limits of the proposed "Balanced Budget" for 2007 will result in enormous further reductions from what is presently in place in the school system.  The Commonwealth of Massachusetts has put the Town on notice that it can anticipate less rather than more school aid in the future because, in the view of those who control the formula for state aid to education, Norton's capacity to pay a greater share has increased substantially in recent years.

Norton is one of the very few communities in Massachusetts never to have enacted an override. However, twenty-five years of living within a 2½% annual increase in the levy limit, while the cost of living increase has never been as low as 2½% in any of those years, has finally caught up with our community.  The Finance Committee has anticipated the eventual need for an override for a number of years, and has tried to prepare the citizens of Norton for it.  There is no way that positive action can be responsibly deferred for another year.  Unfortunately, but necessarily, the time is now.
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