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Town of Berlin
Office of the Town Administrator
23 Linden Street, Berlin, MA 01503
978-310-5919
    townadmin@townofberlin.com   
 
November 14, 2022
To:
   Departments, Boards, Committees & Commissions

From:
   Kristen L. Rubin, Town Administrator

Re:
   FY24 Budget Process

Introduction
The FY24 budget process will inevitably be shaped by the impact of COVID-19 and other world economic factors, which have resulted in supply chain issues, energy price spikes and overall inflation.  The 12-month Consumer Price Index increase for our area is 8.1%
 as of the September 2022 report, with the largest increases impacting energy (31%) and food prices (12.2%).  It should be noted that over the past 12 months, the index for all items, except for food and energy, rose by 5.9% including shelter (4.8%), new and used vehicles, (12.6%) and medical care (6.8%).
To offset the impact of rising prices on their employees, many local, state and federal agencies are offering higher than normal cost of living adjustments, or COLAs.  For example, the Massachusetts Municipal Human Resources Association (MMHR) has begun collecting data on proposed FY23 COLAs for cities and towns in Massachusetts.  Survey data so far shows communities proposing anywhere from 1%-4.7%, with an average of just under 2.5%. Social security will add an 8.7% COLA in 2023
, the largest inflation fueled increase in benefits in more than 40 years.  Also, effective July 1, 2022, State Retirees received a 5% COLA to address inflation
.  
In order to support the minimal proposed budget increases in FY24, we carefully analyzed revenue projections, which continue to trend positively.  State aid reductions are not anticipated in the coming fiscal year.  Local receipts for FY22 were higher than in FY21, with significant increases in the categories of hotel tax, motor vehicle excise, and building permits.  This revenue stability will enable the Town to slowly recover in essential service areas impacted during the pandemic.  However, we must remain conservative in our spending due to the economic challenges likely to be faced for the foreseeable future.

Unforutnately, commercial valuations have decreased significantly, particularly for malls, resulting in the residential tax base having to carry a larger amount of the Town’s tax burden.  Our financial team has worked diligently to carefully estimate local receipts in order to mitigate the impact on tax bills; however, the average single family home tax bill will see a $300-$400 increase in FY23.

Select Board/Personnel Committee
On November 7, 2022, the Select Board voted to approve the Town Administrator’s recommended 2.5% increase in expenses over the FY23 Town Meeting approved budget.  The Select Board also voted to approve the Personnel Committee’s unanimous recommendation of a 2.5% COLA for non-union, non-contract employees in FY24. 
The Personnel Committee is still considering recommendations on wage adjustments for certain positions whose wages fall significantly below market comps, and merit increases for certain non-union positions.
Finance Committee

The Finance Committee concurs with the Select Board and Town Administrator’s assessments of the economic impact of global inflation, world events and the COVID-19 pandemic.  We are encouraged by stronger revenues in local receipts (hotel room tax, meals tax and automobile receipts). Although inflation percentages are higher than the recommended COLA and expense percentages, we must take in consideration the shift in proportional tax burden away from commercial to residential properties and resulting impact on taxpayers home real estate tax bills. We acknowledge and appreciate the restraint you showed in recent years’ budgets, but we urge a conservative approach be maintained in FY24 in anticipation of unusual mandatory expenses.

Process

Taking into consideration the steady, increasing revenue from local receipts and State aid coupled with the challenges posed by inflation and increasing shift of the tax burden from commercial to residential, departments are directed to prepare FY24 budgets as follows:

· Payroll – 2.5% increase over FY23 budget

· Expenses – 2.5% increase over FY23 budget

· **NEW***Supplemental Funding Request Form (see form for more information)

As always, limited “qualified exceptions” will be made for non-discretionary contract, utility, assessment, debt service, minimum wage, employee health insurance cost increases as well as any additional required staffing, market rate adjustments or merit steps recommended by the Personnel Committee and approved by the Select Board for non-union, non-contract employees.  
As you prepare your budgets, please keep these key points in mind:

· All Town departments, boards and committees are required to use the worksheets provided by the Town Accountant for their requested payroll and expense budgets.

· Use the enclosed checklist to ensure your budget request is complete. 

· Detailed narratives and other documentation must be attached to the worksheets to justify costs in all payroll and expense budget categories.  
· Bottom-line departmental budget requests must not exceed 2.5% over the appropriation approved at the May 2022 Annual Town Meeting unless a “qualified exception” justifies a bottom-line increase greater than 2.5%.
· Fixed “non-discretionary” costs must be identified and a narrative explaining why the cost is fixed and whether a possible alternative to the request may exist must be provided.  
· Budget requests must also be submitted for budgets funded by offset receipts, special revenue, revolving or grant funds, or any sources besides General Fund revenues.  

· Service and supply contracts, maintenance, support, and lease agreements must be submitted for recording in a town-wide contract database.  All contracts are statutorily required to be on file with the Town Accountant.
One hard copy of your budget request packet, including all completed worksheets and supporting justification, must be submitted to the Town Accountant by Wednesday, November 30th at 4:00pm. 
An electronic copy of your complete budget request packet may also be submitted to: 
· Town Accountant (accountant@townofberlin.com)
· Town Administrator (townadmin@townofberlin.com)
Once reviewed by the Accountant, the budget requests will be provided to me for inclusion in the Working Draft Budget document and distribution to the Select Board and Finance Committee.  Departmental budget meetings with the Finance Committee will begin in mid-December.  Additionally, the Select Board and/or I may request budget request review meetings with department heads and board/committee chairs.
Budget request reductions may be necessary if revenues are not sufficient to fund budget requests or if alternative cost efficiencies are identified.  Further instructions will be provided in the event that budget reductions are necessary.
FY 2024 BUDGET REQUEST SUBMISSIONS CHECKLIST 

Budget request submission worksheets are attached to these guidelines.  Please make copies of the forms as needed.  Use only the budget request forms provided by the Town Accountant.
· Budget Summary Request Form

· Payroll Budget Worksheets (sick pay form if applicable)
· Budget Expense Detail Sheet
· Supplemental Funding Request Form (plus supporting documentation)
· Copies of all contracts

· Copies of capital requests

· List of all revenue sources expected to fund the requested budget
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