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TO THE WORCESTER CITY COUNCIL 
 
COUNCILORS: 
  

   
On Wednesday, January 25, 2012, Governor Patrick released his Fiscal Year 2013 
Budget Recommendation.  The following is a preliminary review of FY13 State Local Aid 
categories for Worcester based on information available at this time. 
 
Unrestricted Local Aid (City) 

• The Governor’s Budget level-funds State Unrestricted Local Aid to the City at 
$32.6 million.  This amount does not include the “one-time” amount of $2.6 
million allocated in FY12 and released in October 2011, when State revenue 
benchmarks were achieved.  The Governor did, however, present the potential of 
another “one-time” allocation of approximately $2.6 million in this aid category if 
State revenue benchmarks are hit in FY13.  I must prepare my FY13 Budget 
Recommendation based on the proposed $32.6 million in State Unrestricted 
Local Aid, and unfortunately, cannot include the $2.6 million potential allocation 
due to lack of certainty. 

 
Chapter 70 Education Aid (Schools)  

• The Governor proposed an increase of $9.3 million in Chapter 70 (Education Aid) 
to the Worcester Public Schools (WPS).  Per the WPS, this increase would meet 
their FY13 foundation budget as defined by the Chapter 70 formula and 
summarily would eliminate any projected structural deficit for the Worcester 
Public Schools for FY13.  It is important to note that the City will also contribute 
an estimated, additional $2.8 million to the WPS in FY13 based on the Chapter 
70 formula.   

  
The State’s Unrestricted Local Aid assists to fund City-side municipal services. I am 
pleased by the Governor’s announcement to level-fund Unrestricted Local Aid at FY12 
levels given the poor performance of the national economy.  We were bracing for the 
potential of further cuts to Unrestricted Local Aid.  Below provides some historical 
context of funding for the State’s Unrestricted Local Aid to the City and Chapter 70 
(Education) Aid to WPS since Fiscal Year 2008: 
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 FY08 FY09 FY10 FY11 FY12
 

FY13 % Change

Unrestricted Local Aid  $51.7 $46.7 $36.9 $35.1 $32.6
 

$32.6 -37.3%
One Time Local Aid $2.6  

Chapter 70 Education Aid $174.0 $180.5 $192.8 $193.4 $201.1
 

$210.4 21%

We have clearly experienced significant reductions in Unrestricted Local Aid over the 
last five years.  Unrestricted Local Aid is now at levels equivalent to what the City 
received in Fiscal Year 1986 and equates to a loss of $20 million in annual revenue, all 
due to this economic meltdown.  These dramatic losses and our escalating fixed costs 
have created annual, FY budget deficits as high as $32 million in the last several 
years—deficits that had to be addressed prior to my submission of balanced FY budget 
recommendations. 
 
As you know, these realities have forced us to adapt quickly to close these budgetary 
gaps, while concurrently stabilizing services to our residents and businesses.  We have 
had to make very difficult choices, as all have had to do, in these tough times.  We have 
shed hundreds of employees through lay-offs, attrition and early retirement, and 
departments are now at all-time staffing lows.  We have offset these staffing reductions 
by re-organizing and redeploying entire Departments and all are feeling the strain 
operationally.  We have initiated and enacted significant employee and retiree health 
care reforms that have resulted in both short- and long-term savings.  We have stayed 
true to our Five Point Financial Plan since adoption, with a focus on recurring revenue 
for recurring costs and reserve-building.  This has been consistently recognized by our 
strong and stable bond ratings, as other municipalities have applied reserves and other 
one-time monies to cover recurring costs and have delayed difficult decisions.  Our 
approach and our most recent collective actions, to include the implementation of GIC-
like health care reforms and settled labor contracts, have positioned the City well.   
 
This is evidenced by the fact that our current FY13 budget deficit (the deficit that must 
be addressed prior to my submission of a balanced FY13 Budget Recommendation in 
April 2012) is approximately $8 million after “plugging-in” the Governor’s Unrestricted 
Local Aid recommendation for the City.  This is obviously far less than the 
aforementioned FY budget deficits ranging as high as $32 million that we have had to 
solve prior to our balanced budget recommendations in the recent past due to this 
double dip recession.   
 
The estimated $8 million gap for FY13 is derived from the same set of circumstances as 
in the past:  growth of fixed costs, inclusive of employee health insurance, pension, debt 
service; nominal wage increases for all employees (net 2.5% after two successive fiscal 
years with 0% wage increases); required reserve-building deposits; and flat and/ or 
slight growth in revenue categories.  Clearly, our work on reforms have reined in the 
growth of fixed costs, such as employee/ retiree health care and energy, and brought 
such expenditure items closer in line with these revenue realities.  I must once again 
thank our employees/ retirees and our municipal unions for their understanding of the 
difficult circumstances we find ourselves in and their willingness to work with us on 
reforms.    
 
It is the start of the State’s budget process, and there will likely be many changes along 
the way.  It is a good start, all things considered, and we are grateful for the State 
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Administration’s efforts to stabilize these critical aid categories.  We have much work 
ahead to submit a balanced budget recommendation to City Council by April.  As 
mentioned, the estimated FY13 budget gap is far less dramatic than what we have been 
faced with in the years since this economic meltdown began but nonetheless a daunting 
task.  I remain optimistic that we can get there and stabilize and maintain all current 
service levels.  I have attached for your information the Massachusetts Municipal 
Association’s review of the Governor’s FY13 Budget Recommendation. 
  
Respectfully submitted, 
 

 
 
Michael V. O'Brien  
City Manager 
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