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1.0 SUMMARY 
The forecast of revenues and expenditures in the General Fund Figure 1.0 substantiates the need for such a forecast 
and plan.  It becomes evident, with increases in health care, pension fund and fuel costs along with the need for major 
capital expenditures such as a senior center ($2.9M), a Minot Fire station; $3.0M est. construction cost - an 
operational override ($600,000) to staff the station - and a modified pumper fire vehicle ($375,000), a 3A Fire station; 
$3.0M est. construction cost, that our Town Fathers are faced with some difficult financial decisions.   The School 
Department has received approval for $1.279M in FY05, $1.291M in FY06 and will be requesting approval for an 
additional $1.45M in FY07 for school building maintenance.  They are requesting an additional $1.5M in FY08, 09, 10 
and 11.  The treasurer is scheduled to bond approximately $1.5M to $3.0M in FY07 to cover prior approved capital 
items which will add an additional $120,000 to $240,000 to the debt service.  This bonding is reflected in the FY07 
debt service expenditure.  Figure 1.0 – General - Fund Revenues/Expenditures displays the deficits we will be facing if 
we proceed with these projects as planned in the financial forecast; the senior center competed and bonded by FY08 
(Jul07 thru Jun08), the Minot fire station completed, staffed, equipped and bonded by FY08 (Jul07 thru Jun08) and 
bonding for school building maintenance in FY08, FY09, FY10 and FY11.  It is projected that we will run deficits in 
FY08 thru FY11 of $897,395, $1,117,362, $1,299,025, and $1,715,514.  It is fiscally responsible to issue this forecast 
realizing that some expenditures/revenues are within our management and control while others are not.  Because of 
this reality, fiscal priorities must be set now in those areas that are within our management and control.  The only 
options available to us are an operational override coupled with debt exclusion overrides and a capital exclusion 
override if all projects are to be started and completed as planned or setting priorities when certain projects will start 
(starting some and delaying others) thereby allowing an increase in the levy limit and new growth dollars to balance 
the expenditures or possibly eliminating certain projects.  It is evident that we cannot afford to wait until next year in 
hopes that the numbers will look better.  It must be understood that this is a forecast based on the certain financial 
assumptions.  The assumptions can change over time. 
 
 

 
 
 



 
 
 
 
 

2.0 FINANCIAL ASSUMPTIONS 
2.1 Capital Plan 

The Capital Plan used in this forecast is the published version for FY2007, FY2008, 2009, 2010 and 
2011.  The cost estimate associated with each capital item in the plan is accepted as a valid cost 
estimate.  The associated identified cost category: Cash, Bond, Temporary Borrowing, Betterment or 
User Fee is based on available funds. 
 

2.2 General Fund Revenues/Expenditures 
With an improvement in the States economy, we are forecasting a 5% increase in Fiscal-Years 2008,   
2009, 2010 and 2011.  Expenditures will be forecast at a 2.5 – 3.5% increase per Fiscal Year.  The 
exceptions being with Pensions and Fringe Benefits which is forecast to increase at 6% per year and 
the debt service payment expenditure that is directly related to the financing of planned capital items 
either through non-debt exclusion borrowing or with a debt exclusion override. 

 
To balance the projected budgets over the next five-year period, certain what if’s as defined at the 
bottom of Figure 2.0 were used as input to the financial forecast.  Figure 2.0 clearly illustrates the need 
for leadership from our elected and appointed officials. 
 

 
 



 
 
 
 

 2.4 Prop 2 1/2% LAW 
The Prop 2 1/2% law will be followed in preparing this forecast and five-year plan.  The levy will be set 
at the levy limit each fiscal year.  This allows the town to generate the maximum amount of revenue 
allowed by Prop 2 ½.  It is assumed that if a capital item was planned in a particular year the revenue 
will be there either with cash or by borrowing.  An override vote (yes/no) or a reduction in town 
resources will not be taken into account during the development of the forecast and plan.  The major 
assumption is that $500,000 in free cash is available each fiscal year to help offset any General Fund 
deficits.  If a debt exclusion override is required to borrow a specific amount over the levy limit it is 
assumed that it will be approved and the levy limit and the tax-rate will increase accordingly.  
Consequently if an operational override is required it is also assumed that it will be approved and the 
levy limit and the tax-rate will also increase. 
 
Figure 3.0 displays the projected annual tax rate, annual taxes, 3% CPA surcharge and total annual 
taxes on a $500,000 assessed house in Scituate.  The taxes do not include any overrides. 
. 

 
 

Figure 4.0 displays the projected total annual taxes with the overrides associated with the General 
Fund Figure 2.0.  If overrides were approved the overall total tax bill would increase $149 per year. 
This increase would balance the projected deficits displayed in Figure 1.0. 

 

 
 

2.5  New Growth, Free Cash, Overlay Surplus and Stabilization Fund Dollars 
The forecast of New Growth, Free Cash, Overlay Surplus and Stabilization Fund Dollars is based on 
previous fiscal year actual totals.  New Growth Dollars is forecast at $500,000-$600,000 per fiscal year. 
Free Cash is being forecast at the $500,000/year level as part of the General Funds’ projected 
revenues.  Each year $500,000 in Free Cash is utilized to balance the budget.  It should be noted that 
in any fiscal year where the free cash level falls below $500,000 the difference will have to be made up 
out of the stabilization fund or taxes will have to be increased.  Overlay Surplus is forecast at $80,000 
per fiscal year.  The Stabilization Fund is forecast to increase each fiscal year by the amount of 
remaining free cash after allocations are made to cover any possible General Fund deficiencies and/or 
to fund any approved capital items. 
 
 
 



 
 
 
New Growth Dollars is the taxing capacity added by new construction and other increases in the 
property tax base.  New growth is calculated by multiplying the value associated with new construction 
by the tax rate of the previous fiscal year. 
Free Cash is the remaining funds from the operations of the previous fiscal year that are certified by 
The Department of Revenue, DOR’s director of accounts as available for appropriation.   
The Stabilization Fund is a reserve account that is available for any lawful purpose.  The two-thirds 
vote of town meeting is not taken into account in preparing the forecast.  It is assumed that if an 
appropriation from the fund is required it will be approved. 
The Overlay Surplus is the amount of overlay no longer required for potential abatements, 
exemptions, or pending Appellate Tax Board cases.  The Board of Assessors must designate this 
amount as surplus. 
 

2.6  Bond Issuance 
The actual issuance of the bond can lag the year it is approved.  This forecast assumes that the capital 
projects will start or capital items will be procured and bonds will be issued in the following fiscal year 
that the item is approved.  Therefore the amortized annual debt payment will be calculated and it will be 
reflected in the year the bond is issued.   The amortized annual debt payment associated with the bond 
will be added to the annual debt service expenditure in the General Fund.  The amortized annual debt 
payment associated with the debt exclusion bond will be added to the annual debt service expenditure 
in the General Fund as well as to the annual debt exclusion payment that is utilized to calculate the levy 
limit and tax-rate under Prop 21/2 which is also a revenue line item in the General Fund.  


