
TOWN ADMINISTRATOR 
 FISCAL YEAR 2007 BUDGET MESSAGE   

 
January 9, 2006 

 
The Honorable Board of Selectmen and the Residents of Natick it is with honor I submit the 
Town Administrator’s Fiscal Year 2007 Budget. 
 
The Fiscal Year 2007 Budget was developed with a set of revenue assumptions that are similar to 
Fiscal Year 2006. The FY2007 Budget assumes the commitment to local government on behalf of 
the Commonwealth has stabilized but not returned to the levels of 2002 
 
The Fiscal Year 2006 budget assumes that we will receive 3.5% or $386,141 more from the 
Commonwealth than we did in the current fiscal year. In the FY03 to FY06 period the total 
decline in State Aid to Natick has been approximately $2 million dollars from the FY02 high 
point.  We continue to navigate this decline by using sources of revenues that are not considered 
to be recurring, primarily overlay surplus and “free cash”.  In addition all town operations have 
been examined for savings and reductions.  It is a testimony to the organization’s flexibility and 
the willingness on the part of our employees to participate in the preservation of services for the 
public in this time of diminished resources.  
 
REVENUE SUMMARY: 
 

♦ The Property Tax Levy is increased by the statutory limits as set by Proposition 2 1/2 - 
$2.1 million dollars. 

 
♦ New Growth is estimated at $500,000 for FY07 as compared to FY06 actual growth of 

$651,000.  This item was lowered to reflect the weaker general economy.   
 
♦ The Debt Exclusion for the Wilson Middle School is $1,269,571 reflecting the annual 

debt costs associated with the project.  This amount is $271,106 less than in FY06. 
 
♦ State Aid has been increased by 3.5% or $386,141.  This represents a stabilization of 

State Aid but does not move us significantly closer to the pre-FY2002 state commitment 
to cities and towns.  

 
♦ Estimated Receipts are calculated to be $11.6 million dollars, a $552,000 increase over 

FY06 estimates.  The majority of this increase is due to anticipated building permit fees 
from the Natick Mall expansion.  

 
♦ Free Cash usage is projected to be $3.5 million dollars, leaving a balance of $1.2 million 

dollars for the FY08 budget. This is consistent with our fiscal practices for past several 
years.  There is still a concern that we are too reliant on this variable source of revenue.  

 
♦ The stabilization account is being used as projected to support existing debt.  Usage in 

FY06 is $775,000.  We anticipate using $400,000 in FY07. 
 
♦ Overlay Surplus; funds that are available after all abatement applications for multiple tax 

years have been processed, will be used in FY07 in the amount of $500,000 a $175,000 
decline from FY06.   

 
Total revenue increases from $91,114,472 in FY06 to $92,900,104 in FY07. This represents a 
$1,785,632 increase, a 2.07% increase. 
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EXPENDITURE SUMMARY: 
 
As we began preparing the FY07 Budget it was communicated to all departments that 
based on revenue and expenditure projections a 3% increase in operational budgets was 
the best we could expect for departmental operations. 
 
Our goal was an overall 3% increase in operational budgets, some departments increase 
by more than 3% and some by less or actually decreases from current FY06 levels.   
 
It should be noted that there is not a departmental request that is without merit.  Our 
dilemma for FY07 is that we have a series of revenue and expenditure constraints that 
require us to manage to a very tight bottom line.  As planning for the FY07 budget 
progressed it was apparent that certain line items that are not part of the General 
Government or School operational budgets will increase at a far greater rate than our 
revenue streams.  Those items include insurances, retirement funding and state and 
county assessments.  These increases coupled with less flexibility in our stabilization and 
overlay accounts created the need to limit the growth in operational budgets to 3%.   
 
The FY07 budget is a no frills maintenance budget.  As we project forward the next 
several years we will have to make a determination as to whether we desire to continue 
providing the current level of services we offer or to reduce them.  In order to continue 
the current level of services we will need to seek additional revenue sources.  If that is not 
requested or approved by the citizenry then we must plan to strategically downsize our 
operations.    
 
If we must downsize our delivery of services it will be my recommendation to protect 
three core services:  Education, Public Safety and Public Works.  All other services and 
programs will be under substantial pressure provide the current level of service to the 
public, and some services may be reduced to the point of elimination. 
 
In addition to protecting the three core services listed above we must continue to maintain 
the significant investment the community has made in infrastructure.  To that end the 
FY07 budget has approximately $1.024 million dollars allocated for capital purposes.  
This amount represents approximately 20% of the identified recurring capital needs.   It is 
apparent that based on our current revenue constraints we will not be able to fully address 
our capital needs over time and that we need to identify funding sources to do so. 
 
Listed below are expenditure activities of note: 
 

♦ The FY07 General Government Budget (all operating departments except the 
School Department) increases by $731,688 or 2.98%.  This includes increases for 
fuel and heating costs that exceed the overall 2.98% increase.   

 
♦ The Education Budget (includes Natick Public School System and Keefe 

Technical School) increase 3% or $1,110,214.  It should be noted that the School 
Department has requested a 5.9% increase as compared to the 3% recommended 
in this budget.  The $1 million dollar difference between what the department has 
requested and what is being recommended will lead to a vigorous discussion in 
the ensuing months.  
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♦ The employee insurance portion of the budget has increase by 13.66% or 
$1,385,398 due to anticipated health insurance premium increases.   

 
♦ We are funding a $400,000 supplement for this winter’s snow removal activity.  

 
♦ The Debt Service portion of the Budget declines from $8 million dollars in FY06 

to $7.6 million dollars in FY07. 
 

♦ The reserve fund returns to a $250,000 dollar allocation from a $550,000 
allocation in FY06.  The FY06 the reserve fund has been augmented to pay for 
increased fuel costs that are occurring in FY06.  

 
♦ The Contributory Retirement System’s appropriation increases by 4.18% as 

required by PERAC, the state agency that regulates the retirement funding 
schedule. 

 
♦ Capital Spending: The FY07 budget has $1,024,000 allocated for capital 

spending, $618,000 in direct cash expenditure and $406,000 dollars leveraged 
thru the use of declining debt and grants. The FY07 capital expenditures will 
provide $250,000 for School Department capital needs.  An additional $368,000 
of cash expenditure has been set aside for General Government capital needs to 
purchase police cruisers and radios, a dam safety study, various pieces of public 
works equipment and vehicles, road repairs and a fire alarm study.  Declining 
debt will be utilized to replace a fire engine at the Fire Department. 

 
The entire expenditure side of the budget increases 2.02% or $1,839,108.  
 
The Fiscal Year 2007 Budget is in balance.  
 
As we move forward with the Fiscal Year 2007 budget deliberations it will become clear 
that we have constructed a very lean budget that at best maintains our current level of 
services.  It will also become apparent that we can not continue to offer the level of 
service we do within the existing revenue and expenditure framework.  We must utilize 
the next year to make some decisions regarding the level of services this government will 
offer the citizens of Natick.    
 
It is an honor to serve the residents of Natick.  The employees of the Town will continue 
to do their best to guide the organization. Thank you. 
 
Sincerely, 
 
 
Philip E. Lemnios 
Town Administrator 
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