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To the Honorable Members of the City Council,

| submit for your consideration and approval my proposed $103,087,380 fiscal year 2016
budget for the City of Northampton in accordance with Section 7-3 of our Charter. This
represents a 1.28% decrease in spending from last year’s city budget.

The budget is comprised of an $87,903,856 General Fund together with Enterprise Funds for
Water ($6,617,188), Sewer ($6,074,067), Solid Waste (5517,593), and Storm Water
($1,974,676). This budget also includes a Capital Improvements Budget funding 35 projects
totaling $6,337,540 in both General Fund and Enterprise Fund capital projects.

In 2013, | presented the City Council and residents of Northampton with a fiscal stability plan
designed to conserve a significant portion of the new tax revenue created by the passage of a
$2.5 million general override to sustain us in future years. In proposing the override, | promised
the City Council and taxpayers that we would revisit the plan each year to measure our
progress and would work hard every day in between to stretch revenues further in order to
stave off budget cuts and avoid another override.

That original plan initiated in the FY2014 budget charted a reasonable growth course for
revenues and expenditures allowing us to maintain and invest in city and school services by
building up a Fiscal Sustainability Reserve Fund in FY2014, FY2015, FY2016 and then drawing
from that fund in FY2017 to balance our budget before facing a shortfall again in FY2018.

We revisited the plan as part of the FY2015 budget and | was excited to announce as part of last
year’s budget message that our continued stewardship had paid significant dividends in
allowing us to extend Northampton’s fiscal stability plan by an additional two years to FY2020.

| am pleased to say that our progress remains positive and that if adopted, this proposed
FY2016 budget will allow us to once again revise and extend our city’s fiscal stability plan by an
additional year to FY2021.



The updated General Fund Fiscal Stability Plan chart attached to this budget message calls for
budgeting a portion of our tax revenues in the Fiscal Stability Stabilization Fund in FY2016,
FY2017, and FY2018 and drawing them down over FY2019, FY2020, and FY2021 to balance our
budgets while maintaining city and school services.

Under this revised multi-year budget trajectory we will deplete the Fiscal Stability Stabilization
Fund by FY2022 and could once again be faced with staffing and service cuts. We accept that as
both a caution and a challenge and keep working every day to further prolong this period of
fiscal stability and positive forward progress for our community.

The proposed FY2016 General Fund budget, which funds municipal and school operations,
represents a 1.98% increase from fiscal year 2015. This increase — which is slightly lower than
the budgeted increase for FY2015 — represents increases in negotiated wages and benefits,
operating costs, and some departmental staffing changes.

The five largest areas of increase in the FY2016 General Fund are:

1) Education: Funding for Northampton’s two school districts is our single largest spending
category and would increase in this budget by $936,880. This includes a $780,354 increase
for the Northampton Public Schools and an increase of $156,526 for Smith Vocational &
Agricultural High School (SVAHS). The city’s funding commitment to SVAHS is actually
increasing by $211,821, but the overall budget increase appears lower because of a
decrease in the state tuition rate that has lowered the school’s revenue from sending
communities. The financial and organizational structure of Smith Vocational presents
unique challenges for the city and is the subject of a new UMass Donahue Institute study
commissioned by the MA Department of Elementary and Secondary Education.

2) Retirement: Our annual appropriation is determined by the Northampton Retirement
Board's updated actuarial funding schedule approved by PERAC. These actuarial studies are
performed at least once every two years in order to recalibrate the funding schedule to
ensure full funding by a certain year. The newest mortality tables necessitated an increase
of $400,052 or 8.4% in the city’s retirement assessment for FY2016 to a total of $5,166,378.
The current funding schedule has our retirement system reaching full funding by FY2036.

3) Police: The Police Department budget would see an increase of $333,420 under this
proposed budget. This is primarily attributable to negotiated salary increases as part of a
FY2015/FY2016 collective bargaining agreement with our patrol union reached at the
beginning of this year. It also reflects our decision to increase NPD’s budget from funding
three cruiser replacement units each year to four. This fourth replacement cruiser was
previously funded via the capital improvement program, but we believe this equipment is
so integral to the department’s day-to-day work that it should be fully funded in their
annual operations budget. We’ve made a similar budgetary change with regard to
replacement ambulances for our Fire Rescue Department.

4) Charter School Tuition: Tuition for Northampton students who attend area charter schools
will increase $330,911 or 14% in FY2016 for a total expenditure of almost $2.7 million.



Unfortunately, both the Governor and Legislature once again did not fully fund statutory
charter school reimbursement formulas to cities and towns designed to help cushion the
impact of this significant funding loss by public school districts. By not fully-funding this

state budget line item, Northampton got short-changed $139,529 in FY2014, $136,542 in
FY2015, and a projected $273,309 in FY2016 for a total of $549,380 over the last three years.

5) DPW Streets Division: The safety and efficiency of our city’s streets, roads, sidewalks, and
other public ways remains among my top priorities as Mayor. The work of our DPW Streets
Division has a major impact on resident quality of life whether through winter snow
removal, street paving projects, crosswalk enhancements and traffic calming, or our current
“war on potholes.” My proposed budget increases DPW Streets Division funding by
$206,815, of which $41,650 is allocated to its Snow & Ice Account and $165,165 is allocated
to its General Highway maintenance budget to further support these critical activities.

The FY2016 Enterprise Fund budgets for Water, Sewer, Solid Waste, and Storm Water reflect a
19.5% reduction in spending from last year’s city budget. This is largely attributable to one-time
FY2015 appropriations for large capital projects in both the Water and Solid Waste Enterprise
Funds; the latter specifically related to final closure of our sanitary landfill on Glendale Road.
Proposed spending in the Sewer Enterprise fund is reduced by 2.6% and the Storm Water
Enterprise Fund remains largely static with just a slight 0.3% reduction from last year. Finally,
indirect costs paid to the General Fund from the Enterprise Funds will go down 2.1% as part of
this budget.

The amount of state aid received by the City of Northampton continues to pose significant
challenges. While | commend Governor Baker for putting forth a 3.6% increase in Unrestricted
General Government Aid (UGGA) to cities and towns, net state aid to Northampton will actually
decrease by 1.1% or $109,956 under the FY2016 state budget currently pending on Beacon Hill.

This reduction is due largely to the aforementioned charter school funding issues together with
a continued lack of realistic growth in Chapter 70 education aid for the Northampton Public
Schools and Smith Vocational and Agricultural High School. Total state aid now represents just
18.9% of the revenue in our proposed FY2016 budget. Ten years ago state aid made up 25% of
Northampton’s FY2006 budget. This decrease in state revenue has created increased pressure
on property taxes, which now represent over 64% of our total FY2016 budget revenue.

This growing reliance on property taxes to fund tight municipal budgets has called attention in
Massachusetts, like many other parts of the country, to the need for cities and towns to fully
explore payment in-lieu of tax or PILOT programs for their largest tax-exempt property owners.

The City of Boston, home to a considerable number of tax-exempt properties, has instituted a
PILOT program where educational, medical, and cultural institutions with property holdings
over $15 million are asked to voluntarily pay 25% of what their tax bill would be. This
percentage was arrived at to represent that portion of the city’s overall expenditures devoted

to police, fire, and public works, services that those institutions both consume and benefit from.



The PILOT payments were phased in over five years and up to half of the payments can be
credited for in-kind services that directly benefit the City of Boston. In FY2014, Boston received
$25.9 million in voluntary PILOT contributions representing 74.8% of the total amount it had
requested from 49 institutions.

Representative Stephen Kulik of Worthington has introduced state legislation (H.2584) based
on the Boston model that would require tax-exempt organizations to make payment in-lieu of
tax payments “equal to 25 percent of the amount that would be paid if the property were not
exempt from taxation” in cities and towns that accept the law and develop local regulations to
facilitate it. | strongly support this legislation, as does the Massachusetts Municipal Association.

The FY2016 budget I’'m submitting today includes $125,000 in revenue generated from existing
PILOT agreements between the City of Northampton and several tax-exempt institutions. |
believe we must expand both the number and scope of PILOT agreements with our largest tax-
exempt institutions to help fund critical city services and ensure our long-term fiscal stability. |
have already begun discussions with some of the leaders of these institutions and will make it
my goal to increase payment in-lieu of tax revenues between now and the creation of next
year’s FY2017 fiscal budget.

| want and need the City Council’s full support in this important PILOT effort, as well as the
support of city residents. | will formally report to the City Council on my progress to date on or
before October 1, 2015. | will also submit at that time a detailed proposal for a Northampton
Payment In-Lieu Of Taxes (PILOT) program and request the City Council’s review and
endorsement.

In closing, | want to thank our city departments and school administrations for their respective
contributions to this overall budget document. Thanks as always to our Finance Director Susan
Wright for her work on this budget and her outstanding day-to-day leadership of our financial

team. Thank you as well to my Chief of Staff, Lyn Simmons, Executive Assistant Cyndi Murphy,

and Mayoral Assistant Megan McNally for all of their help and assistance on this document.

| look forward to working with the City Council over the next several weeks to answer any
questions about this budget or provide additional information it may need. Copies of budget
document are available for residents to review at our two libraries and at City Hall as well as

electronically on the City of Northampton website at www.northamptonma.gov.

Respectfully submitted,

David J. Narkewicz
Mayor



CITY OF NORTHAMPTON
UPDATED GENERAL FUND FISCAL STABILITY PLAN

FY2016 - FY2021

REVENUES

FY2016 FY2017 Estimated FY2018 Estimated FY2019 Estimated FY2020 Estimated FY2021 Estimated

Budget Budget Change Budget Change Budget Change Budget Change Budget Change
PROPERTY TAX
Base Levy From Prior Year 50,197,851 52,052,797 53,954,117 55,902,970 57,900,544 59,948,058
2 1/2% Increase 1,254,946 1,301,320 1,348,853 1,397,574 1,447,514 1,498,701
Override
New Growth 600,000 600,000 600,000 600,000 600,000 600,000
Levy Limit 52,052,797 53,954,117 3.65% 55,902,970 3.61% 57,900,544 59,948,058 62,046,759
Debt Exclusions 758,367 1,127,758 1,038,796 817,416 625,710 625,710
Sub-total PROPERTY TAX: 52,811,164 55,081,875 4.30% 56,941,766 3.38% 58,717,960 3.12% 60,573,768 3.16% 62,672,469 3.46%
LOCAL RECEIPTS
Motor Vehicle Excise Tax 2,300,000 2,323,000 1.00% 2,346,230 1.00% 2,369,692 1.00% 2,393,389 1.00% 2,417,323 1.00%
Hotel and Motel Local Option Tax 515,000 520,150 1.00% 525,352 1.00% 530,605 1.00% 535,911 1.00% 541,270 1.00%
Meals Local Option Tax 625,000 631,250 1.00% 637,563 1.00% 643,938 1.00% 650,378 1.00% 656,881 1.00%
Boat Excise, Interest on Taxes, Payment in Lieu of Taxes 281,000 282,405 0.50% 283,817 0.50% 285,236 0.50% 286,662 0.50% 288,096 0.50%
Parking Meter Receipts 1,757,050 1,774,621 1.00% 1,792,367 1.00% 1,810,290 1.00% 1,828,393 1.00% 1,846,677 1.00%
Ambulance Receipts 1,450,000 1,464,500 1.00% 1,479,145 1.00% 1,493,936 1.00% 1,508,876 1.00% 1,523,965 1.00%
Smith Vocational Tuition 6,113,932 6,266,780 2.50% 6,423,450 2.50% 6,584,036 2.50% 6,748,637 2.50% 6,917,353 2.50%
Municipal Service Fees 447,800 452,278 1.00% 456,801 1.00% 461,369 1.00% 465,982 1.00% 470,642 1.00%
Licenses and Permits 1,042,750 1,063,605 2.00% 1,084,877 2.00% 1,106,575 2.00% 1,128,706 2.00% 1,151,280 2.00%
Parking and Motor Vehicle Infraction Fines 900,000 909,000 1.00% 918,090 1.00% 927,271 1.00% 936,544 1.00% 945,909 1.00%
Medicare and Medicaid Reimbursements 285,000 285,000 0.00% 285,000 0.00% 285,000 0.00% 285,000 0.00% 285,000 0.00%
Miscellaneous - PVTA 5 College, Invest Income, Vet District 372,365 376,089 1.00% 379,850 1.00% 383,648 1.00% 387,485 1.00% 391,359 1.00%
Sub-total LOCAL RECEIPTS: 16,089,897 16,348,677 1.61% 16,612,540 1.61% 16,881,597 1.62% 17,155,963 1.63% 17,435,756 1.63%
STATE AID
Chapter 70 School Aid 8,060,639 8,141,245 1.00% 8,222,658 1.00% 8,304,884 1.00% 8,387,933 1.00% 8,471,813 1.00%
Mass School Building Authority (MSBA) Reimbursement 1,869,504 1,161,463 -60.96% 1,161,463 0.00% 1,161,463 0.00% 1,161,463 0.00% - 100.00%
Charter School Tuition Assessment Reimbursement 486,753 486,753 0.00% 486,753 0.00% 486,753 0.00% 486,753 0.00% 486,753 0.00%
Unrestricted General Government Aid 4,051,832 4,132,869 2.00% 4,215,526 2.00% 4,299,837 2.00% 4,385,833 2.00% 4,473,550 2.00%
Veterans Benefits Reimbursement 502,217 507,239 1.00% 512,312 1.00% 517,435 1.00% 522,609 1.00% 527,835 1.00%
Exemptions for Qualifying Elderly, Blind and Veterans 130,636 130,636 0.00% 130,636 0.00% 130,636 0.00% 130,636 0.00% 130,636 0.00%
State Owned Land - Payment in Lieu of Taxes 64,620 64,620 0.00% 64,620 0.00% 64,620 0.00% 64,620 0.00% 64,620 0.00%
Off-sets - Library Aid, School Choice, School Lunch 1,449,810 1,449,810 0.00% 1,449,810 0.00% 1,449,810 0.00% 1,449,810 0.00% 1,449,810 0.00%
Election Reimbursement 7,900 7,900 0.00% 7,900 0.00% 7,900 0.00% 7,900 0.00% 7,900 0.00%
Sub-total STATE AID: 16,623,911 16,082,535 -3.26% 16,251,677 1.05% 16,423,338 1.06% 16,597,558 1.06% 15,612,917 -5.93%
OTHER FINANCING SOURCES
Interfund Operating Transfers - Water, Sewer, Solid Waste 2,066,732 2,097,733 1.50% 2,129,199 1.50% 2,182,429 2.50% 2,236,990 2.50% 2,292,914 2.50%
Police Station Bond Sale Premium 30,424 28,730 0.00% 27,374 0.00% 25,679 0.00% 23,306 0.00% 23,306 0.00%
Comcast I-Net and WAN Reimbursement 147,852 0 0.00% 0 0.00% 0 0.00% 0 0.00% 0 0.00%
Energy Rebates 100,000 62,907 -37.09% 0 0.00% 0 0.00% 0 0.00% 0 0.00%
Cemetery Trust, Sale of Lots, Wetlands, Waterways, CPA Admin 33,876 33,876 0.00% 33,876 0.00% 33,876 0.00% 33,876 0.00% 33,876 0.00%
|Override Stabilization Reserve (NEW) - - 0.00% 442,975 596,888 1,574,653
Sub-total OTHER FINANCING SOURCES: 2,378,884 2,223,246 -6.54% 2,190,449 -1.48% 2,684,959 22.58% 2,891,060 7.68% 3,924,749 35.75%
TOTAL ALL REVENUE SOURCES: 87,903,856 89,736,334 2.08% 91,996,432 2.52% 94,707,853 2.95% 97,218,348 2.65% 99,645,891 2.50%



EXPENDITURES

FY2016 FY2017 Estimated FY2018 Estimated FY2019 Estimated FY2020 Estimated FY2021 Estimated
Budget Budget Change Budget Change Budget Change Budget Change Budget Change
DEPARTMENTAL BUDGETS
General Government 4,712,529 4,842,124 2.75% 4,975,282 2.75% 5,112,102 2.75% 5,252,685 2.75% 5,397,134 2.75%
Public Safety 13,242,037 13,606,193 2.75% 13,980,363 2.75% 14,364,823 2.75% 14,759,856 2.75% 15,165,752 2.75%
Education 34,273,843 35,216,374 2.75% 36,184,824 2.75% 37,179,907 2.75% 38,202,354 2.75% 39,252,919 2.75%
Public Works 2,867,937 2,946,805 2.75% 3,027,842 2.75% 3,111,108 2.75% 3,196,664 2.75% 3,284,572 2.75%
Human Services 1,380,201 1,418,157 2.75% 1,457,156 2.75% 1,497,228 2.75% 1,538,401 2.75% 1,580,707 2.75%
Culture and Recreation 1,763,478 1,811,974 2.75% 1,861,803 2.75% 1,913,003 2.75% 1,965,610 2.75% 2,019,664 2.75%
Sub-total OPERATING BUDGET: 58,240,025 59,841,626 2.75% 61,487,270 2.75% 63,178,170 2.75% 64,915,570 2.75% 66,700,748 2.75%
DEBT SERVICE AND CAPITAL
Long/Short Term Debt 5,569,554 4,987,086 -10.46% 4,866,635 -2.42% 5,096,231 4.72% 4,883,653 -4.17% 4,500,000 -7.86%
Cash Capital Projects 215,000 280,000 30.23% 295,000 5.36% 310,000 5.08% 325,000 4.84% 340,000 4.62%
Sub-total DEBT SERVICE AND CAPITAL: 5,784,554 5,267,086 -8.95% 5,161,635 -2.00% 5,406,231 4.74% 5,208,653 -3.65% 4,840,000 -7.08%
EMPLOYEE BENEFITS
Retirement 5,222,378 5,470,441 4.75% 5,730,287 4.75% 6,002,476 4.75% 6,287,593 4.75% 6,586,254 4.75%
OPEB 125,000 150,000 20.00% 175,000 16.67% 200,000 14.29% 225,000 12.50% 250,000 11.11%
Health Insurance (Active and Retired) 10,088,138 10,390,782 3.00% 10,702,506 3.00% 11,023,581 3.00% 11,354,288 3.00% 11,694,917 3.00%
Payroll Taxes 715,450 740,491 3.50% 766,408 3.50% 793,232 3.50% 820,995 3.50% 849,730 3.50%
Employee Benefits (Workers Comp, Unemp, Life Ins.) 810,558 834,875 3.00% 859,921 3.00% 885,719 3.00% 912,290 3.00% 939,659 3.00%
Sub-total EMPLOYEE BENEFITS: 16,961,524 17,586,589 3.69% 18,234,121 3.68% 18,905,007 3.68% 19,600,167 3.68% 20,320,560 3.68%
INSURANCE AND RESERVES
Insurances - Liability, Property, Vehicle 364,918 372,216 2.00% 379,661 2.00% 387,254 2.00% 394,999 2.00% 402,899 2.00%
Capital Stabilization Fund 330,750 347,288 5.00% 364,652 5.00% 382,884 5.00% 402,029 5.00% 422,130 5.00%
|Fiscal Stability Stabilization Fund 441,926 | | 330,880 156,182
Personnel Reserve 160,000 164,160 2.60% 168,428 2.60% 173,481 3.00% 178,685 3.00% 184,046 3.00%
Sub-total INSURANCE AND RESERVES: 1,297,594 1,214,544 -6.40% 1,068,923 -11.99% 943,619 -11.72% 975,713 3.40% 1,009,075 3.42%
NON-APPROPRIATED USES:
Overlay for Abatements and Exemptions (mandated reserve) 550,000 563,750 2.50% 577,844 2.50% 592,290 2.50% 607,097 2.50% 622,275 2.50%
Hampshire County Regional Lock-Up Charge 27,122 27,190 0.25% 27,258 0.25% 27,326 0.25% 27,394 0.25% 27,463 0.25%
Off-sets - Library Aid, School Choice, School Lunch 1,449,810 1,449,810 0.00% 1,449,810 0.00% 1,449,810 0.00% 1,449,810 0.00% 1,449,810 0.00%
Sub-total NON-APPROPRIATED USES: 2,026,932 2,040,750 0.68% 2,054,912 0.69% 2,069,426 0.71% 2,084,301 0.72% 2,099,547 0.73%
STATE ASSESSMENTS
Charter School and School Choice Sending Tuition 3,131,598 3,319,494 6.00% 3,518,664 6.00% 3,729,783 6.00% 3,953,570 6.00% 4,190,785 6.00%
PVTA , RMV Surcharges, DEP Air Pollution, DESE 461,629 466,245 1.00% 470,908 1.00% 475,617 1.00% 480,373 1.00% 485,177 1.00%
Sub-total STATE ASSESSMENT: 3,593,227 3,785,739 5.36% 3,989,571 5.38% 4,205,400 5.41% 4,433,943 5.43% 4,675,961 5.46%
TOTAL ALL EXPENDITURES: 87,903,856 89,736,333 2.08% 91,996,432 2.52% 94,707,854 2.95% 97,218,348 2.65% 99,645,891 2.50%
BUDGET SURPLUS/(SHORTFALL) 0 0 0 0 0 0
Fiscal Stability Stabilization Fund *includes $200,000 appropriation from Free Cash to be proposed in June 2015
Balance at fiscal year start*: 1,991,410 2,433,336 2,764,216 2,920,398 2,477,423 1,880,535
Budget Surplus into Fiscal Stability Stabilization: 441,926 330,880 156,182 - - -
Use of Fiscal Stability Stabilization: - - - (442,975) (596,888) (1,574,653)
Balance at fiscal year end: 2,433,336 2,764,216 2,920,398 2,477,423 1,880,535 305,882
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REVENUES
GENERAL FUND

The City’s General Fund is supported by four primary sources of revenue: taxes (real estate, personal property

and other excise taxes), state aid, local user fees and charges, and reserves and other fund transfers. General
Fund Fiscal Year 2016 revenues, totaling $ 87,903,856, are projected to increase by $ 1,709,268 or 1.98%, from
Fiscal Year 2015.

City of Northampton
General Fund Revenues - FY2016

Fines and Miscellaneous

Interfund Licenses  Forfeits Revenue lsedEI’al
Operating and Permits -, 1.02% 0.42% g‘;ezr(l;e
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TAXES: Local taxes fund the largest share of the City’s budget (556,532,164 or 64.31% in FY2016). Real estate
and personal property taxes are estimated to total $52.8 million in FY2016, which includes the allowable 2.5%
increase ($1,254,946) under Proposition 2% plus estimated new construction growth of $600,000. New growth is
primarily driven by the economy and with the upswing in construction of new businesses and housing in

Northampton, it returned to pre-2010 levels. FY2015 new growth was $916,881, the highest it has been in the



last decade. This was due to a number of large developments including two new car dealerships on King Street,
an assisted living facility on Haydenville Road, personal property added because of additional taxable property
owned by businesses and utilities and the construction of 37 new homes, compared with 22 houses constructed
in FY2014. New Growth for FY2016 is currently estimated at $600,000. The following chart illustrates the twelve

year trend for new growth:

City of Northampton - New Growth Trend
FY2005 - FY2016
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Real estate taxes also include the local share of debt service payments on bonds for building projects approved by
the voters as property tax debt exclusions. These four projects are JFK Middle School, the Fire Station
Headquarters, Northampton High School and the Police Station. With regard to the JFK Project it should be noted
that the reimbursement the city will receive from the Mass School Building Authority (MSBA) for the final
payment on the JFK project exceeds the actual payment owed on the bond by $456,762.88. This occurred
because the timing for the reimbursement for the JFK project did not begin until after the first bond payment was
made twenty years ago. Therefore, because taxpayers twenty years ago paid the first bond payment on JFK
without any MSBA reimbursement, the city is obligated to provide the excess reimbursement payment as tax
relief on other debt excluded projects. This results in a reduction of ($456,762.88) to taxpayers for debt excluded
debt in FY2016. In FY2016, these debt exclusions total $758,367 which is a decrease of ($562,561) from FY2015.
As bonds financed by these overrides are paid off over their scheduled life, the annual amounts added to the tax

levy as debt exclusions declines.

City of Northampton - Debt Exclusion Trend
FY2015 - FY2016
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Motor vehicle excise tax collections are estimated at $2,300,000, which is basically level funded at the FY2015

amount. The average over the last five years is $2.3, and this is the estimate that has been used for FY2016.

In FY2010 the City adopted two new local option taxes, an additional 2% increase in the Hotel/Motel Excise Tax
(which was already at 4% and went to 6%) and a 0.75% Meals Tax. These two taxes went into effect in October
2009 (FY 2010). Based upon collections in FY2015 to date, the City estimates that Hotel/Motel excise tax revenue
for FY2016 will be $515,000 and that the Meals tax revenue will be $625,000. These amounts essentially level
funds this revenue source for FY2016. The following chart illustrates the actual collections for the last twelve

years and the city’s projections for FY2015 and FY2016.

City of Northampton
Hotel-Motel and Meals Tax FY2005 - FY2016

FY2015 and FY2016 are estimated, all other years reflect actual receipts
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STATE AID: Net State Local Aid is proposed to decrease by 1.1% or (5109,956) this year and constitutes 18.9% of
the General Fund revenue, down from 19.0% in FY2015. The city’s revenue estimates are based on the budget
currently adopted by the House of Representatives. The Senate has not released their budget yet, and ultimately
a conference committee will determine the final numbers, subject to the Governor’s approval. The definition of
Net State Local Aid is total State Local Aid (Revenue) minus total State Assessments (Charges) and excluding
offsets (libraries, school lunch and school choice) and Massachusetts School Building Authority (MSBA) payments.
It should be noted that the loss of state aid and concurrent increase in state charges to Northampton for charter
school and school choice students is one of the largest single factors affecting our revenues. Fourteen years ago
the city was receiving Net State Aid of $13.5 million and in FY2016 the city will receive approximately $9.7 million

—a drop of $3.8 million or 28%. The chart illustrates net state aid over a fourteen year period.



Net State Aid from FY2002 - FY2016

net state aid excludes offsets and MSBA payments

FY2016 is based on the House Ways and Means Budget
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FEDERAL REVENUES: Federal revenues support less than 0.32% of the City’s operating budget. Medicaid

reimbursements for school services provided to eligible children are estimated at $275,000, a decrease of $32,300
from FY2015. Revenues under the Medicare Part ‘D’ program are projected at $10,000, a decrease of $29,056
from FY2015.

LOCAL RECEIPTS: Revenue from all charges for services comprise 11.1% of operating revenues and are projected
to increase by $233,767 or 2.4% over FY2015 to $9,768,782. Three revenue sources make up 95% of this

category of revenue — Tuition for Smith Vocational and Agricultural School, Parking Meter Receipts and

Ambulance Receipts.

Smith Vocational and Agricultural School out-of-district tuition receipts represent the largest local receipt of
$6,113,932. Total tuition for regular and special education students at Smith Vocational and Agricultural High
School (SVAHS) is increasing by $44,142 in FY2016. The increase is low because tuition was decreased from
$18,270 per student to $17,556 per student by the Department of Elementary and Secondary Education, which
sets tuition rates for non-resident students. Changes to M.G.L. C.74, governing non-resident tuition has resulted
in @ maximum cap being imposed that will not allow tuition to exceed 125% of the per pupil foundation budget
beginning in FY2017. This has also negatively impacted tuition rates in FY2016, despite the fact that personnel
and operating costs at the school have increased. It should be noted that Northampton’s student population at
SVAHS continues to remain low with 97 students from Northampton attending in FY2016 constituting 24% of the

total enrollment of 404 students.

Parking Fund revenues are projected to remain level at $1.7 million. Parking Fund revenues are generated from
meter receipts from the City’s on and off-street parking areas and the E. John Gare Parking Garage, and are used
to fund 100% of the staff salaries, benefits, operating and capital costs related to parking enforcement and

maintenance. In addition, parking revenues are used to fund the salaries and benefits of six Police Officers, two



Parking Clerk staff in the Collector’s Office, a portion of the city Electrician’s salary, a portion of salaries of the City
Collector and the Director of Central Services, three police cruisers and a portion of salaries and operating costs
for some related DPW maintenance. Lastly, the parking fund is contributing $92,500 toward the debt service

related to the new Police Station Garage.

Ambulance revenues became a General Fund receipt in FY2013. Prior to that they were kept in a separate fund
and transferred to the General Fund periodically throughout the year. In FY2016 revenues are estimated at
$1,450,000.

Estimated revenues from licenses and permits are projected at $1,042,750. License and permit fees comprise
1.2% of the operating budget revenues. The following chart illustrates four types of revenue generating permit
fees for construction projects —building inspector permits; electrical permits, plumbing permits and weights and

measures permits.

City of Northampton
Building, Plumbing, Wiring and Weights and Measures
Permit Fees
FY2005- FY2016

Source: End of Year Financials
FY2015 and FY2016 are estimated, all other years reflect actual receipts
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Overall there is a small increase projected in license and permit revenue of $39,417 or 3.8%. Other revenue
sources in this category include ligour licenses, Health Department permits, Fire Department permits and permits

issued by Planning and the DPW.

Revenues from Fines and forfeits are projected at $900,000, and constitute 1.0% of total operating revenues.
Fines are basically level funded for FY2016 and these include parking violation fines and motor vehicle citations.
Parking violation revenues are estimated for FY2016 at $825,000 based on current projections for FY2015 and

criminal motor vehicle infractions (CMVI) revenues are estimated at $75,000.

INTERFUND TRANSFERS AND RESERVES: Interfund operating transfers are proposed at $2,378,884, a decrease
of (557,672) over FY2015. The Water, Sewer, Solid Waste and Storm Water Enterprise Funds reimburse the

5



General Fund for support services and fringe benefits for employees paid out of the Enterprise Funds and this
reimbursement is called Indirect Revenue. The Sewer Enterprise Fund will provide $1,101,489 in indirect revenue
to the General Fund which is a decrease of ($94,036) over FY2015. A decrease in the Payment in Lieu of Taxes
(PILOT) charged to the sewer enterprise fund has contributed to this reduction and further reductions in the
PILOT payment will occur over the next several years as a result of a new methodology to calculate the PILOT.
The Water Enterprise Fund will provide $618,917 in indirect revenue to the General Fund which is a increase of
(550,590) over FY2015. The Solid Waste Enterprise Fund will provide $76,327 in indirect revenue to the General
Fund which is an decrease of ($26,073) and the Storm Water Enterprise Fund will provide $269,999 which is an
increase of $26,031. The enterprise fund indirect calculations are included in the Enterprise Fund section of the

budget.

City of Northampton
INTER-FUND OPERATING TRANSFERS -
Enterprise Fund Indirects FY2005 - FY2016
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In addition to the Enterprise Fund Indirects, there are other interfund transfers. Dedicated Wetlands Filing Fees
of $5,000 and Waterways Fund receipts of $1,500 as well as $12,376 in support from the Community
Preservation Act funds are appropriated to support the Conservation Commission and CPA Committee activities.
Revenue from the Cemetery Perpetual Care Trust Funds and the Sale of Lots Fund totaling $15,000 will be used
to support the operations of the DPW Cemetery Division. The transfer in the amount of $147,852 from the
Comcast I-Net Reimbursement Reserve supports the telephone and internet systems. An internal transfer from
energy rebates received as a result of the Energy Management Performance Contract (ESCO) will provide
$100,000 toward the ESCO Debt Service. Lastly, the city must apply the bond premium attributable to the police
station debt exclusion to the debt service to reduce the debt exclusion amount charged to taxpayers. In FY2016,
that amount is $30,424.

MISCELLANEOUS INCOME: Investment income remains flat. Nine years ago, investment income exceeded
$600,000 and in FY2016 we estimate a total investment income of $50,000, which is a dramatic drop in this

revenue source. While low interest rates save on borrowing costs, they also constrain investment earnings on the

City’s liquid assets.



City of Northampton
Investment Income - FY2007 - FY2016

FY2015 and FY2016 are estimated, all other years reflect actual receipts
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The City’s efforts to regionalize Veterans’ Services in Hampshire County have been very successful and the
district continues to increase its service levels, now serving nine towns in addition to Northampton. The District
brings in $137,516 in income from the member towns which help fund three full time staff that serve our
veterans. Other miscellaneous revenues include allocations from Smith Charities (57,200) to support the Smith
Vocational and Agricultural High School budget and $75,000, from Five Colleges, Inc. for a partial reimbursement

of the Pioneer Valley Transit Authority assessment.

ENTERPRISE FUNDS

Revenue for the various Enterprise Funds comes from various sources, primarily user fees in the form of water

and sewer rates and the purchase of trash bags and transfer station permits. The City currently has four
enterprise funds — water, sewer, solid waste and storm water. Beginning in FY2016 water and sewer rates are to
be set by City Council upon recommendation of the Mayor. The Mayor proposed freezing the water and sewer
rates in FY2016, to allow more time for review and analysis of the current rate structures as well as completion of

comprehensive water and waste water management plans.

WATER ENTERPRISE FUND: Water Enterprise Fund Revenues come from the users of the city’s water system.
The water rate for FY2016 is $5.58 per 100 cubic feet. Water rates will account for 98.19% of the income to the
Water Enterprise Fund. Other income is generated when water bills are paid late in the form of liens which
generate 1.36% of the revenue and interest on late payments which generates 0.45% of the revenue. Water rate

history is shown in the accompanying chart.

City of Northampton
Water Rates for FY2005 - FY2016
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Water Enterprise Fund Revenues - FY2016
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SEWER ENTERPRISE FUND: Sewer Enterprise Fund Revenues come from the users of the city’s sewer system.
The sewer rate for FY2016 is $6.08 per 100 cubic feet. Sewer rates will account for 96.24% of the income to the
Sewer Enterprise Fund. Other income is generated when sewer bills are paid late in the form of liens which
generate 1.36% of the revenue and interest on late payments which generates 0.45% of the revenue. Sewer rate

history is shown in the accompanying chart.
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SOLID WASTE ENTERPRISE FUND: Solid Waste Enterprise Fund Revenues come from the users of the city’s
transfer station and other related solid waste activities. There is also income generated by leasing land for a cell
tower. The largest portion of revenue is generated by the sale of trash bags which are purchased by residents
that use the transfer station for their home trash disposal. Trash bag sales generate 38.64% of the revenue.
Transfer Station permits are expected to generate 17.9% of the income and are sold for $25.00 to residents so that
they may use the city’s transfer station located at the DPW facility on EIm Street. Services available at the transfer
station include trash disposal, recyclable disposal and disposal of compost and scrap metal. The lease of landfill
land for a cell tower provides 15.46% of the revenues and additional revenues are generated thru recycling
program participation and the sale of scrap metal. Currently solid waste services are not generating enough
revenue to fully cover the costs of the program, and therefore 19.05% of the revenue needed to provide the
service is coming from the solid waste enterprise fund undesignated fund balance or “free cash”.  Over the next

fiscal year, the continued viability of the solid waste enterprise fund will be evaluated.

Solid Waste Enterprise Fund Revenues - FY2016
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STORM WATER ENTERPRISE FUND: In March 2014, the Northampton City Council passed a new ordinance that
created a new Storm Water and Flood Control Utility funded by fees for use of the city’s storm water and flood
control services. Revenue generated by storm water fees is used to maintain the city’s flood control and storm
water drainage systems. Fees are based on the amount of storm water runoff produced by a parcel of land. A
billing rate per square foot of hydraulic acreage will be calculated by the Department of Public Works each year by
dividing the approved annual budget by the total hydraulic acreage that will be billed by the City. Based on the
proposed annual budget of $1,974,676, the FY2016 annual billing rate will be $0.026066 per square foot of
hydraulic area. Therefore, fees for FY2016 will be: Tier | - $66.21; Tier Il $94.28; Tier Ill - $130.07; and Tier IV -
$268.25.



GENERAL FUND

TAXES
Real Estate Taxes
Personal Property
Tax Title Revenues
Tax Possession Revenue
Clause 41A R/E Payback
Chapt 61A Deferred Taxes
Motor Vehicle Excise
Boat Excise
Hotel / Motel Tax (Ch 145)
Meals Tax (Ch 64L, s.2A)
Interest on Taxes
Interest on Tax Titles
Tax Title Releases
Int/Releases - Clause 41A R/E
Pilot-Housing Authority
Pilot-Smith College
Pilot-B'Nai Israel Synagogue
Pilot - Easthampton
Pilot-U.S. Fish & Wildlife
TOTAL TAXES

CHARGES FOR SERVICES
Parking Meter Receipts
Parking Lot Revenue
Parking Garage Revenue
Parking Pass Revenue
Police Department Garage Revenue
Recreation Revenues
Ambulance Revenues
Fees - Collector
Fees - Municipal Liens
Fees - MVE Surcharges
Fees - Cemetery Interments
Fees - Police Outside Detail Admin
Fees - Fire Outside Detail Admin
Fees - License Comm Appl Fee
Fees - City Clerk Misc
Fees - City Clerk Copies
Fees - Refuse
Tuition - SVHS
Rentals - City Property/James House
Dept Rev - Treasurer
Dept Rev - Registrar of Voters
Dept Rev - Police Dept
Dept Rev - Highways
Dept Rev - Cemeteries
Dept Rev - DPW Parks & Rec
Dept Rev - Health
Dept Rev- DPW Storm Water Mgt
Dept Rev - Building Inspections
TOTAL CHARGES FOR SERVICES

LICENSES AND PERMITS
Liquor Licenses
Cablevision License
City Clerk Licenses
Firearm Licenses
Permits - Health Dept
Permits - Burials
Permits - Police Dept
Permits - Building Inspector
Permits - Plumbing Inspector
Permits - Wire Inspector
Permits - Weights & Measures

CITY OF NORTHAMPTON, MASSACHUSETTS
FY2016 REVENUE SUMMARY

Revised RECAP Dollar %
Actual Actual Actual Budget Budget Change Change

FY2012 FY2013 FY2014 FY2015 FY2016 FY 2015-2016 FY 2015-2016
41,261,279 43,787,246 47,570,508 50,113,390 51,397,170 1,283,780 2.5%
1,197,586 1,083,157 1,323,394 1,379,506 1,413,994 34,488 2.4%
275,090 154,147 119,319 0 0 0 0.0%
0 70,494 0 0 0 0 0.0%
8,040 5,387 31,367 0 0 0 0.0%
0 4,599 9,505 0 0 0 0.0%
2,223,813 2,203,428 2,663,1