TOWN OF HADLEY
MASSACHUSETTS

Town Administrator’s Budget
Fiscal Year 2018

For the Fiscal Year
July 1, 2017 through June 30, 2018

January 25, 2017

Presented by

David G. Nixon
Town Administrator




TABLE OF CONTENTS

Section |

Town Administrator’s Letter to the People of Hadley..........o.oeveveeeeeeeeeee oo 6
O rEaTIZAEIOTTA] CHATT iy st samrssmnsssass s st fssssestiics hostss s sSuesise o s s 8
TG 1= A 113 - = e S e 13
The Public’s GUIdE 10 the BULZET....cccoi it es et et e et oo oo e 14
Town Administrator’s Letter of Transmittal .o.o.oveeeieees e 16
STATTING TPOTIS oo sumsammsssnssvus simanmns soussueins 15587558 54 FU5543 4440 nmo s s aemkse st s ommemmems ensa e o s o i Lot b 30

Section Il

BUAZET SUMMEIY ottt ser et s st e eee et s e sees e s 31
RV NMUES i imis sty 1034005 (0S50S 5000005V on 1o s mrmanm s ams taspa onsma s s whaios o e A AR i mik S e v SE SR G 32
5 R L e B 36

Section Il

Budget Detail

General Government (100 SErIES ) i e eee e e 41
PUBIIC Safety (200 SIS ). ittt oottt oo ee e e 54
PUblie SWorks (400ISBIIRS) weumuamrs e e s i i e rmemenes e se et s sssesse 61
Enterprise Funds (440, 450 @and 599 SEIIES) ... cuiueeeeeeeee oot 67
HUMaN Services (500 SEIIES) ... im e oottt et eee e eee e e oo 75
Culture and Recreation (600 SEIIES) ... ieeeeeeeeeiereresereresees e 78
DEDL (700 SBIIES)....ceucereererresseneeseessvasssmemmseescesassss sas esssssse e son eeesesass s sasess s tosses st e eteeee e 81
Unclassified (formerly “Benefits”) (900 SEries)......oovooeeeeeeeeeeeeeeeoeeeeee oo 82

Section |V

Budget Detail
EAUCAtION (300 SEIIES) ... uoiceeiriet ettt s ettt et eee e esees e ees e 88



Section V

Budget Detail
Unappropriated EXPenses (800 SEIES) ..o oo 90

Section VI

COMTANILY PROEIIE.csmsossosmacsssussmssscs scovermsonsmeani s oo e s i S B A 8 st mmes 93
FIMANETA] PO IICES vsiiiiiiiismssiissiiesississfidetuinsennss suneaseesavestssssassnsssessmesssexstanme aiumssiranssmt nmseas ia s sss bsssasais 96
L e P o | ..

U B S ettt et eetes e et et st et bes st be e skt st e en eeeee e eaneesae e st e eaeeen saeeestem eas s eme s emee oo et 111

Section VI

CAPILAL Plan SUMIMAIY ..o et ettt et s s s veas s sts s st st eeseee s eeneresensteeesssnaes sraneans 115

Section VIII

Financial Trefds fortbe Town ofHadley wmammmnaeemmwmsassmme s, 119

Section IX

Capital Funding Proposal for the TOWN 0f HAdIBY ...ccoeioieiieeee et 151



Section |

Town Administrator’s Letter to the People of the
Town of Hadley

Organization Charts

The Public’s Guide to the Budget Book

Town Administrator’s Letter of Transmittal to
Select Board



The Town Administrator’s Letter to the People of
the Town of Hadley



February 1, 2017
To the People of Hadley:

Please accept this preliminary budget for the Fiscal Year 2018 (July 1, 2017 through June 30, 2018), and thank you for
taking the time to review the enclosed materials.

The budget is balanced, based on the revenue and fund transfer projections and the recommended revisions to
expenses. The budget supports a municipal government that is focused on providing level services and aligns with the
values and priorities of the community as expressed in the Master Plan and supported by community leaders.

The preliminary budget is submitted in advance of the release of financial information from regional and state agencies,
and therefore it is composed from best estimates of future revenue and expenditures. In late January 2017, the
Governor made public his proposal on such matters as Local Aid, Local Assessments, Chapter 90 (roads and bridges), and
Chapter 70 (education), and the Legislature will shortly submit their own proposals. The financial outlook may change.

The budget statement is more than a summary of revenues and expenses. It is a description of the goals and priorities
of the community and an operational manual for achieving those goals and for providing the high-quality services that
residents, businesses, and visitors have come to expect.

e The budget should serve as a policy document.

e The budget should serve as a financial plan.

e The budget should serve as an operational guide.

e The budget should serve as a communication device.

Preparing a budget document of this complexity requires the effort of many departments. | thank all the staff and
elected officials for their contributions to this report. In particular, Town Accountant Justine Cole of Bay State Municipal
Accounting Group, Inc., Town Collector Susan Glowatsky, Licensing Coordinator Jennifer James, Assistant Collector Kim
Peiffer, Town Treasurer Linda Sanderson, Assistant Assessor Daniel Zdonek, and Assistant Treasurer Joan Zuzgo deserve
special mention for their efforts to provide me with information and insights. All errors and misinterpretations of law or
facts are mine alone.

Here is a summary of the preliminary budget. Detailed information is enclosed in the body of this document. |
recommend that the reader review the Table of Contents and the Budget Book Guide to navigate better to areas of
interest.



TOWN OF HADLEY
REVENUE AND EXPENDITURE SUMMARY
1/31/2017

General Fund
Revenues S 17,008,455
Expenses S 17,436,272
Revenues - Expenses S (427,817)
Transfers from Other Funds
Free Cash for One-Time Expenses S 331,445
Free Cash to Balance Omnibus Budget S 93,000
Stabilization Fund S -
MSBA Debt Fund Reserve S 2,444
November 2014 Premium Balance S 928
TOTAL: S 0

Enterprise Funds

Revenues S 2,028,643
Expenses S 2,068,643
Revenues - Expenses S (40,000)
Transfers from Other Funds
Water Reserves S 10,000
Sewer Reserves S 10,000
Cable TV Reserves S 20,000
TOTAL: S -

The preliminary budget was presented to the Select Board and the Finance Committee on February 1, 2017. Community
leaders will subsequently meet with department heads discuss proposed and recommended budget figures. A final
budget will be developed from these discussions. All such meetings are open to the public. Updates and notices of
meetings can be found on the Town Website at www.hadleyma.org.

On May 4, 2017, Annual Town Meeting will vote on the final budget. Annual Town Meeting is always held on the first
Thursday of May at Hopkins Academy at 7:00 p.m. A warrant with all matters of business to be enacted will be posted at
least one week in advance of the date of Town Meeting. All voters registered in the Town of Hadley are eligible to cast
votes on all town business presented on the warrant. All members of the public, whether registered voters of the Town
or not, have a right to attend any town meeting.

Thank you for your participation in our community and our democracy. If you have any questions, please feel free to call
me at (413) 586-0221.

Sincerely,

e Wlo) _
DG % 2

David G. Nixon

Town Administrator



ORGANIZATIONAL CHART

Town of Hadley Government Mission Statement

The mission of town government is to serve the residents, businesses, and visitors in the Town of Hadley by providing
high-quality services that enhance the quality of life by preserving the character of the community, encouraging
commerce and prosperity, and providing stewardship to the community’s resources.

The following chart outlines the organization of the Town of Hadley government:
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Major departments are show here:
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Fire Department:

Inspection Services:
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Department of Public Works:
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DPW Directar
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Council on Aging:
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BUDGET CALENDAR

July
July 1%, Fiscal Year Begins.

August
Capital Plan Updated and sent to Capital Planning Committee.

Warrant for Fall Special Town Meeting sent to Select Board and Finance Committee.
Preliminary budget forecast is presented to Select Board.

September
Preparation for Fall Special Town Meeting.

October
All-Boards Meeting to set next fiscal year priorities.
Preview to Special Town Meeting held.
Special Town Meeting held third or fourth Thursday.

November
Tax Classification Hearing and Tax Rate Set.

December

Select Board develops instructions for budget requests and distributes to departments.

January
Operating Budget prepared and distributed to Select Board and Finance Committee.

Select Board opens the warrant for the Annual Town Meeting. Preliminary warrant and capital plan are

prepared and distributed to Select Board and Finance Committee.

February/March

Select Board closes warrant for the Annual Town Meeting. Warrant distributed to Select Board and Finance

Committee.
Select Board and Finance Committee prepare for Annual Town Meeting.

April
Final Warrant is prepared and posted.
Preview of Annual Town Meeting held.

May

Annual Town Meeting is held on the first Thursday each May.

June
Fiscal year ends on June 30".

13



The Public’s Guide to the Budget Book

This section is intended to serve as a guide to the reader in navigating the budget book. Together with the Table of
Contents, this guide will help identify the location of information that may be of particular interest. The following is a
description of the major sections of the budget book.

Section | includes the Town Administrator’s Letter of Transmittal outlining the major features of the proposed budget,
goals, and information to help decision makers. This section also contains the Organization Chart.

Section Il is the Budget Summary. This section contains an overview of the budget with condensed information about
the budget as a whole. Revenue, expenditure and transfer projections are contained in this section.

Sections lll, IV and V show budget details for each account.

Section Il contains Town Government budget accounts (Budget Series 100, 200, 400, 500, 600, 700, and 900).
Section IV contains the Educational account (Budget Series 300).

Section V contains the Unappropriated accounts (Budget Series 800).

Section VI contains a community profile, information about the financial and budget policies of the Town, a glossary of
terms, and list of sources.

Section VIl contains a summary of the capital plan along with recommendations for spending in FY 2018.
Section VIl contains a summary of long-term trends and governing policies showing the Town’s financial condition.

Section IX contains a funding proposal for capital expenses.

14



Town Administrator’s Letter of Transmittal
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February 1, 2017

Select Board

Finance Committee

Capital Planning Committee
Town of Hadley

100 Middle Street

Hadley, MA 01035

Re: Letter of Transmittal of the Proposed Budget Fiscal Year 2018.
To the Members of the Select Board, Finance Committee, and Capital Planning Committee:

Please accept this document as a Letter of Transmittal of the Preliminary Fiscal Year 2018 Budget. The budget is
balanced based on the projected revenues, transfers, and recommended expenditures.

Fiscal Balance
The Fiscal Year 2018 budget represents a balanced budget.

The Select Board established principles by which to develop the FY 2018 budget. First, there shall be no general
Proposition 2% override. Second, budget shall level services where possible (allowing for higher increases in non-
discretionary budgets [e.g., state assessments]). Third, salaries are to be presented in three ways: (1) level-funded from
FY 2015 to FY 2016, (2) funded with a 1.5% COLA, and (3) funded with a 3% Step. Fourth, in all areas of our control,
government shall be set on a sustainable course. This means at a minimum that existing financial management practices
and policies will be followed. Fifth, where a program is to be expanded, those costs are to be shown separately.

The Select Board and Finance Committee jointly agreed to adopt a new Free Cash policy in order to improve the Town’s
financial management. Formerly, the Town has relied on Free Cash to fund a portion of the recurring operational
budget, whereas the new policy aims to reduce the Town’s reliance on Free Cash for such recurring expenses. The new
policy sets the goal of reducing use of Free cash by $75,000 per year until the amount of Free Cash used to fund the
operating expenses reaches zero. Free Cash will continue to be used to fund one-time expenses contained within the
Omnibus Budget, such as any capital expenses, augmenting trust funds related to fringe benefits and unfunded liahilities
related to employee fringe benefits (e.g., OPEB and pension unfunded liabilities). Any Free Cash not used for the
Omnibus Budget will be applied to various stabilization accounts. The policy requires that at least $75,000 remains as
Free Cash, which may be appropriated for capital projects.

As per the instructions of the Select Board, the departments prepared budgets. Where departmental effectiveness is
not compromised, | have provided the Town Administrator’s recommendations for or against. Where departments have
16



added services, | have presented these as program enhancements, and | have provided the Town Administrator’s
recommendations for or against.

Budget Schedule

In November, the Select Board established a budget schedule for the calendar year 2017 Annual Town Meeting. The
budget should be reviewed by the Select Board, Finance Committee, Capital Planning Committee, and the Community
Preservation Act Committee with a final recommended budget presented to Town Meeting by May 4, 2017.

Financial Position

The Town of Hadley is in very good financial condition. lIts credit rating is at a historic high; its reserves are high; its tax
base is in solid condition; its tax rate continues to be among the lowest in the Commonwealth (in FY 2013, its average
family tax bills remain 16% below the Hampshire County average and 30% below the state average); its uncollected
property taxes are below recommended state guidelines at historic lows; its debt is within optimal limits; and its overall
fiscal position is positive. The Town is benefiting from the careful and responsible financial management of its
professional staff and community leaders.

The Town of Hadley continues to be in a strong position with its reserves. The Stabilization Fund maintains a balance in
excess of $2 million, representing more than 14.27% of operating funds, which exceeds the Town’s dollar target, and
exceeds the state benchmark of 5% of operating funds. Wastewater reserves are at 88.84% of net operating revenues
for the Wastewater Enterprise Fund. Water reserves are around 63.7% of operating funds.

The budget presented here does not propose a Proposition 2 ¥ Override, in that recommended operating expenses are
within statutory levy limits. The capital budget does include recommended expenses that should be funded through a
debt exclusion override or a capital exclusion override. Such capital budget items include borrowing for major
equipment, building and infrastructure improvements.

Budget Summary

Here is a brief summary of the budget. Additional details can be found in the Sections Il through VI. The budget is
balanced based on the projected revenues and recommended expenditures.

17



TOWN OF HADLEY
REVENUE AND EXPENDITURE SUMMARY

1/31/2017

General Fund
Revenues $ 17,008,455
Expenses $ 17,436,272
Revenues - Expenses S (427,817)
Transfers from Other Funds
Free Cash for One-Time Expenses S 331,445
Free Cash to Balance Omnibus Budget & 93,000
Stabilization Fund S -
MSBA Debt Fund Reserve S 2,444
November 2014 Premium Balance 5 928
TOTAL: S 0

Enterprise Funds

Revenues S 2,020,237
Expenses S 2,045,237
Revenues - Expenses S (25,000}
Transfers from Other Funds
Water Reserves S 10,000
Sewer Reserves S 10,000
Cable TV Reserves S 5,000
TOTAL: S -

Goals and Objectives for FY 2018

In preparing the FY 2018 budget, the Town committed to achieving certain goals and objectives. Below is a summary of
what was accomplished in FY 2017 and what needs to be accomplished in FY 2018.

Goal 1 — Public Safety:

In FY 2017, the Town made a commitment to increase its public safety services. In particular, the Town committed to
increasing the size and functions of the Police Department. Working together with the United Pubic Service Employees
Union (UPSEU), the Town pledged to increase its patrol officers by at least three full-time positions within the first 6
months of the fiscal year. By October 2016, funding was secured, and the Police Department achieved its staffing goals.

For FY 2018, the Town has set a goal of adding 4 full-time firefighters to the roster. The staffing goal would add a deputy
chief, another lieutenant, and 2 full-time fire fighters.

The addition of these positions will add to the Fire Department’s ability to provide such important services as

o fire prevention inspections,

o fire safety education,

o code enforcement, and

o enhanced response to emergencies.
The enhanced budget for the Fire Department contains a funding proposal for the four positions, including related
expenses. | recommend that the Town explore additional revenue opportunities to support these positions.
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Goal 2 -- Public Works:

In FY 2017, the Town welcomed Mr. Marlo Warner as the new Director of the Department of Public Works. The Director
has been able to introduce and implement a number of new programs and services, including:

o awork order system,

o GIS mapping of the infrastructure, and

o enhanced oversight of the Route 9 water line replacement project.

The Town was able to fund several key capital improvement projects, namely:
o the MS4 [storm water] permit compliance project,
o equipment for heavy duty road work,
o the wastewater clarifier replacement project, and
o the Connecticut River levee structural assessment.

In FY 2018, the Department of Public Works will be re-organized to promote full use of its talent and productivity. The
funding proposal for the Department contains funding for the restructured functions.

In addition, the Town will review the water and sewer rates to promote water conservation and achieve service
solvency. The rates have not been address since 2007 for water and 2008 for sewer. The Town will also bill quarterly for

both utilities.

Goal 3 — Building Maintenance:

In FY 2017 the Building Maintenance budget was increased to support the Town’s effort to upgrade its aging buildings.

Several important projects were initiated in FY 2017 including:
o anew roof for the Public Safety Complex,
o funding for a new senior center and fire substation, and
o approval of submittal of a grant to construct a new library.

In FY 2018, the Building Maintenance budget will be re-organized to combine separate building-related accounts into a
single maintenance account under the direction of the DPW. Building maintenance items such as custodial services,
maintenance contracts, alarm systems, grounds keeping, and repairs have been consolidated into a unified budget for

greater accountability and control over the Town’s maintenance efforts.

The following budgets were transferred into the Building Maintenance Budget:

19



Account Description Amount
192-5200 Custodial Services (Senior $8,000
Center)
192-5233 Alarm System (Senior Center) $1,350
192-5450 Building Supplies (Senior $1,000
Center)

196-5200 Custodial Services (Town Hall) $8,000

196-5233 Alarm System (Town Hall) $200

199-5233 Alarm System (Russell Building) $350

220-5243 Building Maintenance (Center $3,000

Station and No. Hadley Station)
222-5102 Groundskeeper (Public Safety $1,200
Complex)
222-5107 Custodial Services (Public Safety $8,550
Complex)
222-5430 Building Maint. Supplies (Public $2,600
Safety Complex)

610-5200 Custodial Services (Library) $5,600

610-5240 Exterior Maint. (Library) $3,000

610-5241 Interior Maint. (Library) $2,200

610-5247 Security System Maint. (Library) 51,200
TOTAL TRANSFERS $46,250

In addition, the budget for repairs was increased in order to provide enhanced building maintenance overall. The base
budget for general building maintenance was increased from $61,500 in FY 2017 to $81,450 in FY 2018. The transfers
bring the total budget up to $127,700 for FY 2018, a total increase of 107.64%.

Goal 4 — Financial Management:

OPEB.
In FY 2017, the Town amended its strategy for funding its Other Post-Employment Benefits (OPEB). Whereas formerly,
the Town pursued and aggressive funding approach, increasing its annual appropriation by $80,000 each year, a figure
arrived at by increasing the town’s annual contributions to achieve full funding of the Annual Required Contribution
(ARC) of about $800,000 in 10 years.

As the Town passed the $240,000 annual contribution mark in FY 2016, an analysis revealed that the community had
passed the “stop the bleeding” point of $213,000 annual contribution and was very slowly paying off its unfunded
liability. It was time to rethink Hadley’s aggressive strategy and develop an approach that was sustainable over the long
term.
o The level of annual appropriation at $240,000 was insufficient to address its OPEB funding within an
acceptable timeframe.

o Using the latest actuarial study, the Town identified the annual contribution of $269,061 at 7%
investment return and $340,000 at 4% investment return as acceptable targets.

o These annual funding targets could be achieved by increasing the annual contribution by 2.5% -- in line
with general revenue growth. The table below shows the incremental funding plan that is now pursued.

20



TOWN OF HADLEY
OPEB FUNDING PLAN

Annual OPEB 2.5% Target Annual
Fiscal Year| Contribution | Increase TOTAL Contribition
2016| S 245,000
2017| S 245,000 | $ 6,125 | $251,125
2018| S 251,125 | $ 6,278 | $257,403
2019/ S 257,403 | $ 6,435 | $263,838
2020 S 263,838 | $ 6,596 | $270,434 | S 269,061
2021| S 270,434 | S 6,761 | $277,195
2022| S 277,195 | S 6,930 | $284,125
2023| S 284,125 | S 7,103 | $291,228
2024| S 291,228 | $ 7,281 | $298,500
2025| S 298,509 | $ 7,463 | $305,971
2026| S 305,971 | $ 7,649 | $313,621
2027| S 313,621 | S 7,841 | $321,461
2028 S 321,461 | S 8,037 | $329,498
2029| S 329,498 | S 8,237 | $337,735
2030 § 337,735 | S 8,443 | $346,179 | S 340,000

The goal for FY 2018 is to increase the annual OPEB contribution by 2.5% to raise the annual contribution to $257,403.

In FY 2020, if the Town can maintain its annual target contribution schedule, it will be on a pay-down schedule of fully-
funding its unfunded liability for OPEB in 35 years.

Free Cash.

For FY 2018, the Select Board, in consultation with the Finance Committee, established a new policy governing Free
Cash. The Town has historically used some portion of its Free Cash to subsidize the ensuing year’s annual operating
budget. However, it is the Town'’s goal to limit the amount of Free Cash used in the operating budget to a sustainable
level and to use these available funds for non-recurring one-time expenses, such as capital items.

In order to pursue a gradual transition from using Free Cash to fund recurring operational expenses, the Town will
reduce its annual appropriation by $75,000 each year until such time as the annual appropriation from Free Cash for the
operating budget is lowered to $0. In each year, the Town will maintain at least $75,000 of Free Cash available for other
purposes.

The Select Board affirmed that the following are deemed to be appropriate uses of Free Cash:
* Operating Budget —in order to pursue a gradual transition from using Free Cash to fund recurring operational
expenses, the Town will reduce its annual appropriation by $75,000 each year until such time as the annual
appropriation from Free Cash for the operating budget is lowered to $0. Capital expenses contained within

the budget and unfunded liabilities relating to employee fringe benefits may be funded with Free Cash.

* Appropriated Reserve —an amount to provide for extraordinary or unforeseen expenditures as authorized by
MGL Chapter 40, Section 6.

e Stabilization Fund —to fund or replenish the Stabilization Fund.
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e Capital Stabilization Fund and the Capital Improvement Program — to fund capital projects that would
otherwise incur borrowing costs associated with the issuance of debt.

e Special Use — to augment the trust funds related to fringe benefits and unfunded liabilities related to
employee fringe benefits (e.g., OPEB and pension unfunded liabilities).

* Extraordinary Deficits — to fund any potential deficits that would otherwise be carried over to the following
fiscal year.

* Emergency Appropriations — to allow for fiscal flexibility.

The proposed FY 2018 budget supports the adopted Free Cash policy. Here is the Free Cash spending plan:

TOWN OF HADLEY
FREE CASH SPENDING PLAN
1/30/2017
FY 2018 Admin FY 2018
Description Description Request Add/(Delete) Admin. Rec'd
A. Free Cash
(Estimated
Certified
9/30/17) $ 500,000 S - S 500,000
B. Free Cash
for One-Time
Expenses
within the
Omnibus
Budget
Transfer to
OPEB Trust S 257,403 S - 5 257,403
Reserve Fund
(MGL Chapter
40, Section 6) S 50,000 S = 5 50,000
Unfunded
Liability
within
Pension
Assessment S 19,042 S - 5 19,042
Transfer to
Stabilization S 5000 S - S 5,000
SUBTOTAL S 331,445 S - S 331,445
C. Free Cash
for Recurring
Expenses
within the
Omnibus
Budget
Recurring
Expenses S 82,000 & 11,000 S 93,000
SUBTOTAL S 82,000 S 11,000 S 93,000
D. Free Cash
Reserved for
Future Use S 86,555 S (11,000) S 75,555




Stabilization Fund.

The Select Board reviewed the Town's 2015 policy governing the Stabilization Fund. The fund was found to be in excess
of 14% of net operating revenues (exceeding the Massachusetts Department of Revenue’s recommended 5% of net
operating revenues and the Town’s minimum of 10% of net operating revenues). Despite the healthy state of the fund,
the Town committed to adding to the Stabilization Fund.

A small amount is proposed for FY 2018. Under the Municipal Modernization Act, special purpose stabilization accounts
re being considered for Section 111F and SPED costs.

A strong Stabilization Fund enhances flexibility and resiliency to Hadley’s finances for unforeseen and uncontrollable
costs.

Economic Outlook

According to the Unites States Bureau of Labor Statistics, the national unemployment rate was declined from 5.0% in
November 2015 to 4.7% in December 2016. For the Commonwealth of Massachusetts, unemployment was 2.6% in
November 2016. In Hadley, November 2016 unemployment was indexed at 1.6%.

Unemployment rates have been falling for several years and the Federal Reserve has started increasing interest rates,
although very gradually. More increases are predicted within the next 12 months. Falling oil prices has triggered
instability in energy markets, and Asian markets have sent US and European markets into decline.

Without offering political commentary, the economic outlook is uncertain Any instability in the market is likely to be
short-lived, and the United States economy will continue to rise over the longer haul. In Hadley, the local economy is
improving. Revenues from room occupancy taxes have increased, and meals tax revenue have risen in the first two
quarters indicating that people are spending disposable income in higher amounts than last year. Building shows signs
of improvement, and purchases of automobiles are keeping pace with last year’s growth.

In Spring 2015, Berkshire Gas Company announced a moratorium on new natural gas connections and any expanded
service, citing peak demand and limited pipeline capacity. A new natural gas pipeline in proposed, and under the most
optimistic scenario, it will be completed and supplying Hadley with more gas in 2018. The proposed pipeline is
controversial and faces stiff opposition in Franklin County, where the pipeline is to be built. Despite the shutoff, a
number of large commercial developments proceeded, and more are planned. Commercial establishments have chosen
alternate heating fuels until more natural gas can be supplied. The Town of Hadley is working with its Legislative
Delegation to improve the situation where it can. In addition, the Town has also filed for intervenor status on any
Berkshire Gas Company filings with the Massachusetts Department of Public Utilities.

Tax Rate
The Town of Hadley’s tax rate remains among the lowest in the Valley. Similarly, the average family tax bill remains

lower than the state average and lower even than that of many of the surrounding communities. In FY 2013, Hadley’s
average family tax bill was $3,214, which is 16% lower than the average family tax bill in Hampshire County and 30%
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lower than the average state-wide'. Despite the low taxes, the quality of services remains high and is consistently
provided year after year.

Here is how Hadley’s tax rate compares with surrounding communities’.

Town or City FY 2016 FY 2017
Hadley $11.15 $11.57
Ambherst $21.22 $21.83
Northampton $16.16 $16.69
Hatfield $13.18 S13:
Easthampton $15.59 $16.21
Granby $18.87 $18.10
South Hadley $17.56 $17.83
Pelham $21.21 $21.00
Southampton $16.17 $16.32
Sunderland $14.66 $14.34
Williamsburg $18.75 $19.18
Leverett $20.41 $20.95
Shuteshury $22.08 $22.76

Town of Hadley Credit Rating

The Town of Hadley's credit rating remains strong. From FY 2005 to FY 2009, the Town earned a credit rating of A+ from
Standard and Poor’s. In FY 2010, the Town was able to upgrade its credit rating to AA from Standard and Poor’s. In FY
2014, the Town was able to increase its credit rating again to AA+. The Town has maintained its current credit rating for
4 years. A high credit rating allows the Town to borrow at more favorable interest rates.

Fiscal Year FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13
Hadley’s Credit Rating A+ A+ A+ A+ AA AA AA AA
(Standard and Poor’s)

Fiscal Year FYi4 FY15 FY1l6 FY17

Hadley’s Credit Rating AA+ AA+ AA+ AA+

(Standard and Poor’s)

Enterprise Funds

The Water Enterprise Fund continues to operate well. The enterprise fund operating position as measured in constant
dollars has remained stable since FY 2008. Revenues are affected by weather patterns (e.g., wet years result in less
water usage and hence fewer revenues), so revenues show volatility. Overall, actual revenues tend to fall short of
budget revenue projections in wet years, whereas in dry years, revenue projections are exceeded. Careful budgeting
and avoiding reliance on non-recurring revenues have effectively managed any shortfalls. This has resulted in water
enterprise fund operating surpluses for four of the past five fiscal years (FY 2010 showed a slight deficit of -3.62%and FY
2014 showed a slight deficit of -3.48% in net operating revenues). With new debt proposed for infrastructure

¥ Department of Revenue. 2013, Town of Hadley Financial Management Review.
! Department of Revenue, 2016, Tax Rate Approved Report.
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improvements, the Town will need to raise rates. The Select Board is currently reviewing various proposals and has
already committed to quarterly billing.

The Wastewater Enterprise Fund continues to operate well. The enterprise fund operating position as measured in
constant dollars has remained stable or has increased since FY 2008. Like water, wastewater revenues are affected by
weather patterns (e.g., wet years result in less water usage and hence less measured sewer usage), so revenues show
volatility. Careful budgeting and avoiding reliance on non-recurring revenues have effectively managed any shortfalls.
This has resulted in wastewater enterprise fund operating surpluses for three of the past five fiscal years (FY 2008 and FY
2009 showed slight deficits of -2.32% and -1.17% in net operating revenues respectively). With new debt proposed for
infrastructure improvements, the Town will need to raise rates. The Select Board is currently reviewing various
proposals and has already committed to quarterly billing.

Tax Delinquency Policy and Practice

The Town of Hadley experiences a high rate of tax collection. The Town of Hadley has collected between 97.33% and
99% of its taxes annually from FY 2008 through FY 2016. The Town of Hadley’s uncollected property taxes stood in FY
201 at 0.96% of total property tax commitment. The amount of uncollected taxes in FY 2015 was $96,672, below the
$100,000 threshold for the first time. FY 2016 saw a small increase in uncollected taxes, but still within optimal limits.

According to the Town's financial management policy regarding uncollected property taxes as adopted in April 9, 2008,
the annual level of uncollected property taxes will not exceed 1.7%; an aggressive policy of collecting property tax
revenues will be followed; and a detailed list of outstanding property taxes should be prepared quarterly.

The Town's policy and practice of collecting back taxes is consistent with (and in fact exceeds) the best management
practices established by both the International City/County Management Association (ICMA) and the Massachusetts
Association of Town Finance Committees (MATFC). The MATFC’s Finance Committee Handbook recommends that tax
collection rate be higher than 95%. The ICMA’s financial policy guide, Evaluating Financial Position, recommends
keeping uncollected property taxes between 5% and 8% in order to avoid ratings firms to consider such uncollected
taxes as a negative factor in their credit analyses. ICMA points out that an increase in the rate of delinquency for two
consecutive years is also considered a negative factor.

The Town pursues efforts to make sure that people and businesses pay their property taxes on time. We work in
partnership with banks, insurance agencies, and other financial institutions, as well as property owners to keep the
amount of uncollected taxes low.

We offer assistance to property owners who may be struggling by entering into payment plans, in preference to
engaging in enforcement actions. For most property owners, payment plans are an affordable arrangement, and we
have renegotiated plans based on changing life circumstances of people who owe back taxes.

Unfortunately, from time to time, we encounter people and businesses that do not wish to enter into payment plans, or
who do not adhere to the terms of our payments plans. For such people, we regretfully have to take an enforcement
approach as allowed by law and according to the Town'’s policies (e.g., the Town’s Administrative and Finance
Management Policy).
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Hadley Public Access Television

In FY 2017, Hadley Public Access Television was re-organized as a new enterprise fund to manage the finances of Hadley
Public Access Television (HPAT). The enterprise fund, known as the Hadley Public Access Television Enterprise Fund, is
proposed to be established by Town Meeting vote in accordance with the provisions of MGL Chapter 44, Section 53F%
and would be a self-supporting fund. The budget amendment complies with new state-mandated regulations governing
how public access television is approved for funding.

After many years of service, Mr. Richard Trueswell resigned his position as station manager. The newly-formed HPAT
Oversight Committee is currently re-organizing HPAT (now known as “Hadley Media”) into a broader communications

service department. The current budget supports the changes proposed by the Committee.

Capital Budget (Section VII)

A companion piece to the FY 2018 budget is the five-year capital plan. The Town of Hadley formally adopted a capital
planin 2007, and it has been updated annually. In FY 2011, the Town adopted the meals tax and dedicated 100% of that
revenue to its capital program. Each special town meeting in fall, the Town places meals tax revenue (about $270,000
annually, but can vary according the funding priorities) into the Capital Stabilization Fund. Each fall, the Town expends
monies from the Capital Stabilization Fund to fund capital projects (i.e., infrastructure, buildings, and equipment). We
are fortunate that meals tax revenue has proven to be a reliable and strong source of funds for the Towns capital needs.

Most of a local government’s wealth is invested in its capital facilities (e.g., streets, bridges, roads, buildings, utilities,
and equipment). Local governments often find it easy in the short term to defer maintenance or upgrades to capital
facilities, as that can be a relatively painless way to balance budgets during times of fiscal or economic constriction.
Continued deferred investment in capital facilities, hawever, inevitably has a major long-term impact on a town’s
financial health. Failure to properly maintain capital assets often leads to (a) decreased usefulness of the assets, (b)
increased maintenance or replacement costs, (c) increased risk for injury or liability from using deteriorating capital
assets, (d) loss of efficiency in equipment, (e) increased the risk of building a huge future obligation created by a
maintenance and replacement backlog, and (f) decreasing attractiveness of the town as a place to work, live, and do
business.

The Town should pursue a strategy of combining meals tax revenue, CPA funds, enterprise funds, grants, and borrowing

to advance its capital program in FY 2018. Interest rates, although trending upwards, remain at historic lows. The Town
may take advantage of a historic moment to do a lot of good for buildings, infrastructure and equipment.
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FY 2018 Recommended Capital Budget
Free Sewer Community
Capital Cash FY Water Wastewater Impact Preservation
Department Project Cost Stabilization 2018  Stabilization Reserves Reserves Fee Debt Act
Select Board Records Archiving S 15000 S 15,000
IT Upgrade S 35,948 $35,948
Police
Cruisers S 42,000 $ 42,000
Fire
Roof and Bay Expand $ 1,500,000 $1,900,000
Highway
International 7600 $ 195,000 S 195,000
Wastewater
Electrical Impr. S 550,000 $50,000 S 500,000
SCADA System $ 100,000 $ 100,000
Water
Filtration Membrane S 26,000 S 26,000
Hydrant & Valve Replace S 30,000 S 30,000
Bay Road Water Main Repla: § 175,500 $ 175,000
Library
New Library 3,500,000 $ 3,500,000
Council on Aging
Van Replacement S 70,000 S 70,000
Conservation
Commission
Land Preservation $ 100,000 S 100,000
TOTALS $6,739,448 S 85000 $77,948 5 - S 56000 $ - $50,000 $6,370,000 $ 100,000
Open Issues

Budgetary issues that still to be addressed by Town leaders to finish the budget include:

Fire Department staffing increases. The level-services budget provides for level staffing for the Fire Department.
To create four new positions requires identifying $217,000 of new revenue.

Community Preservation Act Fund — The Community Preservation Act Fund has accumulated $1,814,432 that is
available for appropriation at the May 4, 2017 Town Meeting. At a time when the Town is contemplating many
major capital projects and how to fund them, the Community Preservation Act Committee must be an active
partner in sustaining the Town'’s assets. A proposal to leverage over $1 million of borrowing was presented to
the Community Preservation Act Committee in August 2013, and the final decision concerning that proposal has
yet to be made. If the proposal is not accepted, then an alternate spending plan to ensure that the taxpayers’
dollars are wisely invested with Community Preservation Act funds should be developed.

School Budget - The School Department is still developing its budget. The School Department number
presented here was presented to the School Committee on January 30, 2017. A final figure will be available
after the School Committee holds its public hearing in March 2017.

Water and Sewer Rates — As projects within the two enterprise funds are executed and debt is added to the
rates, the Town will need to understand how well those rates mat