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FY25 Operating and
Capital Budgets

Town Manager's Message

February 29, 2024

Honorable Select Board and Finance and Warrant Committee,

| hereby transmit to you the recommended FY2025 operating and capital
budgets. The total FY2025 General Fund Budget including all sources and
uses of funds is $145,543,579, an increase of $9,090,463 or 6.7% over the
total FY2024 budget. Of this amount, the operating portion represents
$137,922,723 an increase of $8,064,814 or 6.2% over the FY2024
operating budget. Major budget drivers are identified below and will be
detailed in the budget presentation.

While it appears that the United States avoided a post-pandemic
recession and has largely reined in the historically high inflation that we've
dealt with for the past several years, the outlook for FY25 remains
somewhat shaky and the impact on our local economy remains unknown.
Realizing that the Town of Dedham cannot control the global, national, or
even state economy, we are using best practices and budget tools
available to local governments to help us successfully navigate the
uncertain times we find ourselves in.

To that end, over the past year Dedham’s financial team completed a
benchmarking_study and a Long-Range Financial Forecast (“LRFF”) to
better position the town to create a sustainable budget. By sustainable,
we mean a budget where current revenues match or exceed current
expenditures, and where extraordinary or one-time revenues are used for
extraordinary or one-time expenses, while still meeting the Town’'s goals
and priorities. Key takeaways from the benchmarking study show that we
should explore opportunities to expand revenue from local receipts,
review the use of free cash, and create a strategic plan to meet the Town's
debt service obligations. Similarly, the LRFF is a tool that enables us to use
historical financial data to project where we expect the budget to be in the
next five years.
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While Dedham remains financially strong, the LRFF shows that Dedham’s
budget requires structural adjustments in the near term to avoid
significant reductions in services that will be otherwise necessary. These
structural adjustments include the following:

e Funding the Town’s Solid Waste costs with a pay as you throw model.
Currently, the Solid Waste budget is fully funded out of the general
fund (e.g. supported by all taxpayers), but a pay as you throw model
would remove this cost that has been increasing at a dramatic rate
and will also incentivize sustainable trash and recycling behavior.

e Reviewing and restructuring Town departmental fees to properly
support service provision.

e Seeking a debt exclusion for recently completed capital projects.
Annual debt service for the Early Childhood Education Center, Town
Hall/Senior Center, and Public Safety Building is anticipated to cost
$5,715,698 in FY25. Excluding this cost from the tax levy will allow
the Town to avoid a general budget override and/or significant
reductions in services.

e Exploring options to mitigate market-driven increases to specific
costs, such as employee health insurance and School Department
transportation.

Capital Budget

Over the past several years, Dedham has made significant investments in
its capital assets. We recently completed the new Town Hall/Senior
Center, Early Childhood Education Center (ECEC), and Public Safety
Building. The next major building project on the horizon is a replacement
for the 120-year-old Oakdale Elementary School, which is currently in
the feasibility phase of a multi-year process. As we move forward, it will
be increasingly important for the Town to identify significant capital
needs that will arise over the next five to ten years and to create a plan to
fund the same without further stressing our general fund budget or
overburdening our taxpayers.

The Town's newly adopted Financial Policy calls for the allocation of 5%
to 7.5% of the operating budget to annual capital debt service. This is
exclusive of free cash and dedicated funding sources, such as
stabilization funds (i.e., Robin Reyes), enterprise funds, grants, and
proposition 2 /2 debt exclusion projects. Our FY24 debt to policy ratio is
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7.23% and using the proposed FY25 operating budget, the debt to policy
ratio is 7.04%.

In FY25, the total budgeted debt service will be $13,746,884, which
represents a 2.17% increase from last year's budgeted debt service of
$13,455,371. This year, we are using the tools at our disposal to reduce
future debt service, and the Town’s overall debt obligations. Consistent
with our financial policies, we are also proposing to use free cash to fund
items from this year’s capital requests to ensure the Town maintains a
responsible amount of total debt service.

FY25 capital project requests totaled $10,319,300 and following a
review by the Capital Expenditures Committee | am recommending
funding $9,609,000 through the following sources:

Bonding: $5,204,000 - This figure represents the debt
principal which will be issued next spring and will impact the
FY2026 budget.

Enterprise Bonding: $2,000,000 — The Town annually bonds
for sewer infrastructure projects through the Sewer Enterprise
Fund. The annual debt service is paid directly from the
Enterprise Fund and does not affect the Tax Levy.

Operating Capital: $1,130,000 - We use operating budgets to
pay for certain capital expenses to benefit the taxpayer. We
avoid the additional costs of bonding, primarily interest
payments, by raising and appropriating this funding through the
operating budget. Furthermore, the inclusion of operating
capital is consistent with our financial management policy and
Town bylaws.

Free Cash: $1,275,000 — The Town uses free cash for one-time
expenses, such as capital projects. We are leveraging free cash
for FY25 capital requests to reduce the amount of bonding
necessary, and therefore reduce the Town’s debt obligations
and costs to the taxpayers.
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Education Budgets

Based on the recommendation of Superintendent Murphy and the School
Committee, | am recommending an appropriation of $53,051,523 for the
Dedham School Department. This represents an increase of $3,487,367
or 7% over the FY2024 appropriation. Major budget drivers include
transportation, special education, and increased enrollment. For more
information, please see the Superintendent’'s FY2025 Budget
Presentation.

Blue Hills Regional Technical School and Norfolk County Agricultural
School funding is projected to increase $49,688 to $2,236,344.

FY25 Budget Drivers
e Salary Reserve (Town) — 414.3%* or $725,000 increase
e Town Facilities — 20.2% or $517,839 increase
e Rubbish and Recycling — 11.8% or $313,116 increase
e Employee Benefits — 7% or $1,386,107 increase

*Salary reserve increase due to ongoing contract negotiations with eight
contracts set to expire on June 30, 2024.

Proposed Personnel Changes

As part of the budget process each year, all requests for additional
personnel are carefully reviewed and only those deemed essential are
recommended for addition. Due to budgetary pressures in FY25, we are
not adding any positions in Town departments, while on the School side
the recommended budget will result in a reduction of School Department
personnel. Although there are no added positions in the Town Manager’s
recommended budget, there were several requests that should be
considered in the future. Namely, those positions would include:

Three (3) additional police officers;

One (1) new crime analyst position in the Police Department;
Four (4) additional firefighters; and

One (1) landscaping position in the Facilities Department.
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Other Budget Items of Note

e This budget fully funds the Dedham Retirement Board’s required
annual contribution while also allocating $750,000 toward Other
Post-Employment Benefits (OPEB). This addresses the Town's
financial policies which direct us to fully fund the agreed payment
schedules for the Town’s pension and OPEB obligations.

e The FY2025 budget reflects a 10% increase in the Town Clerk’s Office
to fund operations for the 2024 election.

Revenues

As of the FY2025 Governor's Local Aid Proposal, state aid is projected to
increase 23.13%, due to an increase in both Chapter 70 Education Aid
and Unrestricted General Government Aid. We are projecting a slight
increase in local receipts as we review and amend Town departmental
fees. The changes are not reflected in the initial budget presentation as
this effort is still ongoing. Revenues from the Robin Reyes Capital
Stabilization Fund will remain stable for FY2025 and will offset 32% of the
debt service attributable to major construction projects.

Property Tax Levy/Unused Levy Capacity

The FY2025 property tax levy represents approximately 80% of all general
fund revenues. The FY2025 property tax levy is $116,498,445, an
increase of $6,850,116 or 6.25% over the FY2024 tax levy. This compares
to the $7,935,665 or 7.80% FY2024 increase over the FY2023 levy.
Keeping with recent trends, the FY2025 budget assumes new growth
revenue of approximately $1,100,000.

The tax levy limit is calculated by increasing the FY2024 levy limit,
exclusive of debt exclusions, by 2.5% and then adding a component for
new growth. New growth is a function of the additional value generated
by construction during the preceding year. The additional tax dollar
amount for new growth is determined by the value on the January 1
assessment date and is then multiplied by the applicable FY2024 tax
rate. The difference between the projected FY2025 property tax levy and
the tax levy limit, otherwise known as levy capacity, in FY2025 is
$1,503,096.
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