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COUNCILORS

On January 27 2010 Governor Deval Patrick filed his Fiscal Year 2011 budget
recommendation The Governor s reconunendation maintains fimding for Umestricted Local

Aid at 36 6 million and Chapter 70 Education Aid at 192 8 million These figures were

assumed in our FY 2011 budget projection inclusive of the 13 3 million budget gap and are

consistent with the Five Year Financial Forecast

Our Five Year Financial Forecast identified a 13 3 million budget deficit for FY 2011 based on

expected growth for categories such as employee health care and debt service as well as

declining revenues such as real estate growth and motor vehicle excise tax All City revenue

and expenditure categories were adjusted to reflect the economic conditions The budget deficit

assumes level fimding of State Aid which is a net reduction in itself given that our costs grow
between 3 4 annually and State funding represents 25 of our revenue stream It is important
to note that this forecast preserves the city s commitment to meet the State foundation formula

for education

Our preliminary analysis of the Governor s proposed FY 2011 budget reveals a known net

reduction in other revenue sources and grant programs to support city services non Worcester

Public Schools ofapproximately 242 900 This is inclusive ofthe Governor s proposed cuts to

QuiIlll Bill reimbursements to the City by approximately 200 000 as well as other categories
such as state owned land 127 000 regional libraries 34 000 exemptions and some

positive variances in other revenues and reimbursements

The proposed budget recommendation also relies on 1 3 billion in Federal Medicaid Assistance

which has not been approved as of this writing If these fimds do not materialize a revised

budget or the possibility of Local Aid 9C cuts is likely The budget recommendation also

assumes 175 million from the State Stabilization Rainy Day Fund This action would draw

down the fimd to 400 million depending on whether there are any uses for the current fiscal

year Other assumptions within the Governor s proposed budget include the repeal of certain

sales tax exemptions and the expansion of the bottle deposit to other beverage products If these

proposals are not approved the State s FY 2011 Budget will require further modifications

Additionally the Gang Prevention Grant Program Shannon Grant has been reduced by 30
statewide In Fiscal Year 2010 the city s funding was reduced from 850 000 to 310 000

Though grant programs have not yet been announced this statewide action could cut the city s

cae
E3IlIl
ggg

OFFICE OF THE CITY MANAGER CITY HAlL VVORCESTER MA 01608

TELEPHONE 508 799 1175 I FAA 508 799 1208

EMAIL citymanager@ iworcester ma us

Woruoslr

111l



funding by approXlmately 100 000 Other grant programs may be mpacted as well through
admimstrative action by the Secretary of State

The proposal also elimmates the deSlgnation and funding reqUlrements forreglOnal reference
centers The City of Worcester Worcester Pubhc Library lS areglOnal reference center funded

through the Massachusetts Board of Library CommlSSloners This would mean a loss of
115 684totheCity

The Governor meluded a senes of recommendations ntended to help Clties and towns dunng the
difficult economlC time The followmg prov des further analymto these recommendations

Early Retiremenllncentive Program
The Governor s proposal has some mportant differences from the city s proposed early
retirement program For example the Governor s proposal allows for three 3 years of servlCe

or three 3 years of age to be added to the formula as opposed to five 5 yearsofservlCeand
five 5 years of age There lS also a funding reqUlrement tied to the value of accrued vacation
and Slck time which the retiree would forego Those available funds would be aSSlgned as a

payment toward the funding of the early retirementliabihty The mpact of these changes and

the rpotentialsavmgswillneedfurtherevaluation

Pension Schedule Extension
The Governor s proposed penSlOn schedule extenslOn lS Slmilar to the c ty s proposal from last

year s budget process This action would reduce the city s budgeted penSlOn assessment by
approXlmately 17million

Pension Reform Proposal
The Governor s proposed penSlOn reform neludes several changes to the eXlsting retirement

system particularly for mdiv duals hired after July 1 2010 There are prOVlS ons that would

affect cities and towns mmediately mcluding an assessment for retiree health msurance

obligations for employees who worked for the Clty andthenretired nto another system This

legdation would reqUlre that the city pay a proportionate share ofhealth nsurance costs for

employees who left the city to work for other subdivlS ons of the Commonwealth or the State

itself The cost of the assessment lS unknown but prehmmary projections estimate it could be a

m mmum of 1 million

The Governor s budget recommendations wdl go before the State Legdature and are subJect to

change as the House and Senate developthe rrecommendations andrespectiv e line items then

debate and dehberate factonng up to date State revenue rece pts and trends wrplanmng and

preparation have begun however this lS anevolv ngprocess duetoa hostofvarwbles Wewill
continue to momtor actions at the State level dunng the development of the City s budget I

mtendto continue the tradition of an neluSlve process andpromlSe to address these budget
challenges as we have m the past with thorough planmng fiscal prudence candor

commumcation andpartnership

Respectful sutmilled

Michael V O ien

City Manager
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