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Financial Update from the Town of Reading 
As part of the annual budget process, we have explicitly cautioned Town Meeting members for the past few
years that balancing the budget with increasing amounts of Free Cash is not a good or sustainable practice. As
was mentioned last winter, the town is now at a crossroads, and must decide how to balance the financial
resources available with the demand for services. 
 
Budget Process 
Reading uses a model, introduced ten years ago, that brought increased transparency and stability to the town’s
finances. Part of the transparency is the ability to look ahead – and what we see is not encouraging. The model
starts with Revenues as projected by the Town Accountant, an independent position that reports directly to the
Board of Selectmen. From that figure, so-called Accommodated Costs (benefits, capital, debt, energy, financial,
vocational education, out of district Special Education, and some miscellaneous items) are subtracted, and what
remains are funds available for the town and school operating budgets to be split up, currently on a 64%/36%
ratio. The rationale for the Accommodated Costs were that some items, such as out of district SPED or energy,
are well beyond local control, and used to lead to volatility and in some cases hostility in the annual budget
process. In the current fiscal year 2017, with Revenues at $90.2 million and Accommodated Costs at $33.2
million have left funds available for the town and school operating budgets to grow at +3.4%. 
 
Here is how these costs have behaved in the recent past, and note the troubling forecast for next year FY18: 
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Note also that the town has taken several short-term steps in order to steer funds to the operating budgets, such
as using rainy day Free Cash and cutting capital investments. These are signs of caution, when repeated over
the years, that we are in effect living above our means. 
 
Community Listening Meetings 
In a series of meetings held before the start of summer, the Town invited residents and business owners to hear
a brief overview of these crossroads, and to tell us their views. The meetings were heavily attended, and many
‘new faces’ were in the audience.  
 
Participants learned some of the following basic financial facts: 

(1) In FY17 the town had a $2.0 million structural budget deficit requiring the use of Free Cash in order to
balance. In FY18 that structural deficit is projected to increase to $3.0 million, and each year thereafter it
is forecast to grow by another +$0.7 million; 

(2) Town and School Operating Budgets, growing at a target rate of +3.5% annually, should be able to
maintain and occasionally enhance service levels to the community within future Revenue forecasts,
once this structural deficit is repaired; 

(3) Accommodated Costs are expected to be the source of the +$0.7 million increase to the structural deficit.
Since the last Override, staff has worked diligently to wring out inefficiency and add creativity in this area,
but there are few ideas on the horizon to keep these costs down. National health insurance trends are a
big influence, forecast at +7.5% annually and well above revenue growth. Town and school employees
have taken on more of these costs in recent years, allowing local costs to run at about 4%, well below
national trends. 

 
Participants also learned how Reading is either similar to or different from our 25 so-called Peer Communities.
On the revenue side, there is a big difference in that Reading is much more residential than an average Peer
Community, deriving about $12 million less in tax revenues annually from the Commercial, Industrial and
Personal Property (CIP) sectors. As a result, Reading relies more on the other non-tax categories of revenue,
which are less predictable and have historically had lower rates of growth, especially state aid. Here is a quick
summary of the Revenue comparison: 

 
Revenues from: Reading Peers 

Tax Levy 60.5% 66.6% 
Residential $53.8 mil $54.8 mil 
CIP $5.0 mil $17.3 mil. 
State Aid 13.7% 11.0% 
Local Receipts 21.6% 17.5% 
Other 4.2% 4.9% 

 
On the spending side, Reading looks a lot like our Peer Communities. Because of the high residential tax base,
Reading has a larger student population. Using 2014-15 MA Department of Education data, Reading has 17.4%
of the population of the town in the public school system, compared to 15.8% among Peers (the range is from
22.1% in Westford to 10.7% in Stoneham). Thus, while the town spends slightly more than average of the budget
allocation on Schools, we also spend a low per-pupil amount. Due to highway proximity and commuter ‘cut-
through’ traffic, the town also spends a bit more in Public Works and Public Safety. Because we offer Advanced
Life Support, about $800,000 in ambulances fees flow to the general fund each year to be used by the Town and
School budgets. This revenue more than offsets the above average spending in Public Safety. Finally, the town
spends less on Town Hall staffing, and on fixed and other costs.  
 
 
Here is a chart showing the Spending comparison: 
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% of Budget Spending Reading Peers Difference 
Education 39.3% 39.1% +0.2% 
Fixed Costs & Debt 17.7% 17.8% -0.1% 
Public Safety 9.2% 8.7% +0.5% 
Public Works 5.1% 4.9% +0.2% 
General Gov’t 3.6% 4.3% -0.7% 
Culture & Rec & Human Svc 2.7% 2.4% +0.3% 
Other (incl. Ent. Funds) 22.4% 22.8% -0.4% 

 
A final piece of information presented at the Community Listening Meetings was that the Single Family Home
annual property tax burden in Reading is below that of our Peers, when looked at either on an average ($500
below) or regressed against median family income ($700 below). The following chart uses MA Department of
Revenue 2015 tax data and Boston Globe 2010-2014 median household income data: 

 
 

While opinions at the Community Listening Meetings certainly varied, there was a strong sense from participants
that town and school services needed to be maintained, restored or enhanced, and an understanding that both
the town and schools were being good stewards of taxpayer funds. 
 
During the past two months, elected Boards and their staff have worked on this issue, reflecting what was heard
from the community at these meetings. Following is a deeper analysis of the problem, and a proposed solution. 
 
Overview 
The first assumption discussed by the Superintendent, the Town Accountant and the Town Manager was to
ascertain the right target for an annual operating budget increase for the Town and Schools. Since the last
Override that figure has been about 3.2%, but we also know in recent years that increases of 3.6% have required
staffing reductions. We settled on 3.5% as a reasonable long-term target. Prudent annual financial management
should allow the Town and Schools to add new services as needed within that framework, and minimize budget
reductions.  
 
The next set of assumptions involved our expected Revenues and Accommodated Costs. All estimates were
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done line-by-line by the Town Accountant (Revenues) and Town Manager (Costs) in a bottom-up fashion,
though only the summary results are described below. 
 

Revenues 
Property taxes ($61 million) are straightforward at +2.5% annually plus New Growth. The latter is conservatively
estimated at $500,000/year from FY18 through FY21, below the recent $830,000 three-year average. This figure
is then increased to $1,000,000/year gradually by FY24 given staff ground work being done in the commercial
development sector. Other revenues came in around +2.5% annually, although State Aid has not recently hit that
target. 
 
In general, aside from Free Cash usage, Revenues are projected to increase by between 3.2% and 3.5%
using this approach for the foreseeable future. 
 

Accommodated Costs 
Health Insurance as a driver at +7.5% leads benefits forecast at +6.4% annually. Other costs were forecast
between 3% and 5% - much lower but still a challenge when compared to estimated revenue growth.  
 
In general, Accommodated Costs are forecast to increase at about 5.4% annually, after a first year
increase closer to 7% to allow for that stepped up increase in Pension contributions.  
 
Funding Gap 
As shown below, the squeeze will be on the Operating Budgets for the foreseeable future as Revenue growth
(3.2% to 3.5%) is not expected to keep pace with Accommodated Costs (5.4%). That Funding Gap translates to
an annual $660,000 budget shortfall – and the effect is cumulative. 
 

     

 
 
For FY18, given the assumptions above, a structural deficit of $3 million exists ($1.925 million Schools and
$1.075 million Town), in order to fund +3.5% Operating budgets.  
 
Baseline Override 
When costs gap out annually versus revenues, a one-time increase in revenues, such as an Override, will not
solve that problem forever. An increase in the rate of growth of revenues would – but state law limits annual tax
growth to +2.5% annually. The budget model examined periods of time from 5 to 15 years, and the conclusion
was that a $6 million baseline Override would confidently sustain the town until FY25, at which time the town’s
finances would need another close examination. 
 
Property Taxes 
Today, the average Single Family Home (SFH) valued at $499,500 pays a tax bill of $499,500 x $14.51/$1.000
or $7,247.75 – let’s call it $7,250.  
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Here are the components of that tax bill: 
 
 

Tax Bill Tax Levy RMHS Library
$7,250 $6,905 $161 $184 

 
 
The RMHS amount remains about $160 until being fully repaid in FY24; the Library amount declines to about
$160 and is fully repaid in FY25. Any Override would be added only to the Tax Levy portion. Therefore over the
next ten years, the table below shows the average Single Family Home Tax Bill and annual change assuming no
Override, no more Excluded debt or capital, no Senior Tax Relief, the full tax levy is assessed, current tax
property classification ratios (92% residential; 8% CIP) are maintained, and the town has a Uniform tax rate.  
 
 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27 
SFH $7,418 $7,590 $7,767 $7,947 $8,132 $8,321 $8,516 $8,563 $8,625 $8,840 
Rate +2.31% +2.33% +2.33% +2.32% +2.32% +2.32% +2.35% +0.55% +0.72% +2.50%

 
Note the impact in FY25 and FY26 when the RMHS and Library are fully repaid. Over this ten-year period, the
SFH tax bill will have increased at an average rate of +2.0% annually. 
 
Tax Impact of Baseline Structural Override 
Over the next ten years, the table below shows that for the same average SFH as described above, a $6 million 
Override would pay the equivalent of +2.9% annually: 
 
 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27 
Rate +11.67% +2.33% +2.33% +2.32% +2.32% +2.32% +2.35% +0.72% +0.88% +2.50%

 
Override – Additions above a Baseline Structural Amount 
As has been mentioned, both the Town and Schools have had to pare back budgets, consolidate positions,
regionalize with other communities and find creative solutions to keep service levels as high as possible. Each
side would agree that the reductions have not allowed for “level service” budgets in a couple of years. One
comment we heard clearly from the Community Listening Meetings was the desire to restore some of these
budget reductions if we were to request an Override from the community. 
 
Over the summer, the School department discussed this issue at length, creating a list of these six challenges: 
 

1. Retaining and Attracting Staff 
2. Developing well-balanced and prepared students for college, career, and life 
3. Supporting teachers and administrators as we transition to more rigorous standards and curriculum 
4. Continuing to improve our special education services and in-district programs 
5. Identifying long-term space needs to address program changes 
6. Remaining comparable and competitive with other towns and school districts 

 
In response to five (1-4 and 6) of these challenges, they created two lists that constituted a request for funding.
The first was to solve the structural deficit, estimated at 2/3 of $3 million. The second list was an additional
$1.925 million that was a mix of add-backs and additions. Following on the next page is that entire list, not in
priority order: 
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Resources�Needed�to�Address�Challenges�and�Structural�Deficit�
�������������������������������������������������������Area� Funding�Needed�

Structural�Deficit�(FY18)� ~�$2,000,000�

1. Salary�Adjustments� ���$�360,000�

2. Full�Day�of�School�on�Wednesday�at�Elementary�Level� ���$455,000�

3. Middle�School�Health�Education� ���$140,000�

4. High�School�Program�Improvement� ���$220,000�

5. Additional�Supports�for�Struggling�Students�(Tutors,�BCBA)� ���$150,000�

6. Maintain�School�Transformation�Grant�Funded�Positions�

��������������(Data�Analyst/Coach,�Administrator�for�Social�Emotional�Learning)�

���$160,000�

7. Curriculum�Supervision�Leadership� ���$285,000�

8. Special�Education�Leadership� �����$95,000�

9. Additional�Clerical�Support� �����$60,000�

TOTAL� $3,925,000�

 
The Town conducted a similar exercise and created the following list of restored or additional services for the
Board of Selectmen to consider, also not in priority order: 
 
�������������������������������������������������������Area� Funding�Requested�

Structural�Deficit�(FY18)� ~�$1,000,000�

1. Salary�Adjustments�&�Professional�Development� $225,000�

2. Public�Safety�(6.0+�FTE)� $490,000�

3. Library�staffing�&�hours�(1.0+�FTE)� $100,000�

4. Support�for�Volunteer�Boards� $�75,000�

5. Technology� $�70,000�

6. Additional�Town�Hall�Clerical�Support�(1.5�FTE)� $�65,000�

7. Public�works�(1.0�FTE)� $�40,000�

8. Facilities�� $�15,000�

TOTAL� ~$2,080,000�

 
In recent years, both the Town and Schools have faced increasing difficulty in attracting and retaining staff. On
the Town side, staff is expected to perform at top quartile levels, but average compensation is below Peer
averages. Once upon a time, more Town and School employees were perhaps more involved in the community 
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because they were also residents. The following table describes the ability of employees to continue to live in the
community: 
 
 1990 2010 Annual 
Reading average home values 1.00 2.19 4.0% 
Reading average family income 1.00 1.88 3.2% 
Town and School wages 1.00 1.56 2.2% 

 
Using the 1990 census as a baseline, in 2010 Reading home values had grown by a factor of 119%; average
family income by 88%; and town and school wages by 56%. Thus the challenge as a more mobile generation
enters our workforce. 
 
Override – How Much? 
The Board of Selectmen has the sole authority under state law to call for an Override; to determine the language
and number of ballot questions; and to determine the funding amount(s) requested. In their discussions they
focused on the impact to the taxpayers as well as what funding levels would support various services. For
example, the following table shows the impact in FY18 on Single Family Homes at the various assessed value
segments. The figures shown are increases in taxes over and above the normal +2.5% cap. 
 
Residential $6�mil $7�mil $7.5�mil $8�mil $8.5�mil $9�mil

300,000$������� 10% 398$����������� 464$�������� 497$�������� 530$�������� 563$�������� 596$��������
400,000$������� 31% 531$����������� 619$�������� 663$�������� 707$�������� 751$�������� 795$��������
500,000$������� 31% 664$����������� 774$�������� 829$�������� 884$�������� 939$�������� 994$��������
600,000$������� 14% 797$����������� 929$�������� 995$�������� 1,061$���� 1,127$���� 1,193$����
700,000$������� 14% 930$����������� 1,084$���� 1,161$���� 1,238$���� 1,315$���� 1,392$����  

 
Over the next ten years, that same average SFH would pay the equivalent of +2.9% annually for a $6.0 million
Baseline Structural Override, and +3.4% annually for a $9.0 million Override. The latter takes into consideration
the full funding requested by the Schools. 
 
For the Commercial property class, here is that same marginal impact in FY18 at the various assessed value
segments: 
 
Commerical $6�mil $7�mil $7.5�mil $8�mil $8.5�mil $9�mil
$100k�Ͳ�$500k 41% 413$����������� 481$�������� 516$�������� 550$�������� 584$�������� 618$��������
$500k�Ͳ�$1mil 31% 955$����������� 1,113$���� 1,192$���� 1,271$���� 1,350$���� 1,429$����
$1mil�Ͳ�$2mil 17% 1,823$�������� 2,125$���� 2,276$���� 2,427$���� 2,578$���� 2,730$����
$2mil�Ͳ�$3mil 4% 3,037$�������� 3,540$���� 3,792$���� 4,043$���� 4,295$���� 4,547$����
$3mil�Ͳ�$10mil 6% 5,852$�������� 6,822$���� 7,307$���� 7,792$���� 8,276$���� 8,761$����
$10mil�+ 3% 25,391$����� 29,598$�� 31,701$�� 33,804$�� 35,907$�� 38,011$��  
 
At their meeting on August 16, with representatives from the School Committee and Board of Library Trustees,
as well as many other interested parties, present, the Selectmen discussed the Override and decided that one
question written generically ‘for the operation of the schools and town’ was appropriate to simplify to the voter the
basic request for more funding.  

After extensive discussion, the Board voted 4-0 to request $7.5 million in additional funding through an Override
of Proposition 2½. Chair John Halsey was absent from the vote but had a statement of his support for a $7.5
million Override read into the record, after the public discussion and just before the final vote. This amount is
meant to cover the $6.0 million structural deficit and add/restore $1.5 million of other items from the lists above.  
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Using the current budget model, the Schools receive $960,000 and the Town receives $540,000 of this
additional funding. 
 

What Happens if an Override Does Not Pass? 
Over one year ago the Town Manager and Superintendent met to discuss employee morale, and the challenging 
hiring process. The conversation evolved to the timing of a future Override election. The usual April choice would 
mean that two budgets would need to be created and then presented in public during the preceding winter, which 
would damage employee morale. A September/October election was a preferable choice, even considering the 
extra costs involved. 
 

During the winter of 2016, an FY17 Town budget that eliminated several positions was presented in public. All
but one of those positions could be handled through planned attrition; that one position might be handled the
same way depending on an upcoming retirement and promotion. The one employee involved decided not to wait
for the promotional process and was hired by another community quickly. Employee morale is difficult to place a
financial value on, but it is quite real, as is the high organizational cost of turnover. 
 

Given this background, both the Town and Schools are reluctant to lay out exact ramifications of a failed
Override vote at this time. In so doing, we are keenly aware that the public has less transparency than they might
desire, and hope that the public understands our thought process. 

 

Each side has publicly stated that positions and services will be eliminated in FY18 without an Override. The
Schools have a higher proportion of their budget spent on labor costs, and have indicated that 30+ positions
could be in jeopardy. The Town, with lower labor costs relative to expenses, could need to eliminate 10+
positions. 

 

Over the past year or more, the Town has stated that in order to balance a budget without an Override, services
will need to be eliminated or curtailed. Past budget cuts have focused on Town Hall, but future ones will need to
be expanded to include Public Safety and the Public Library, which have been exempt from recent staffing
reductions. At a minimum, one Police Officer and one Firefighter will be eliminated in each subsequent year
without an Override, and frankly the cuts will likely need to go deeper. It is impossible to avoid this conclusion,
given that Public Safety constitutes over 60% of the Town’s wage budget. The Library Trustees have discussed
lowering FY18 costs through attrition and expense reductions and then FY19 costs through a reduction in Hours
of Service. Public Works, once staffed at 120 employees and now staffed with about 45 employees, will need to
cut back on some services and staffing provided to the community. 

 

We are not advocating for the community to pass an Override, but instead to remind the community that the
balance of financial resources and services provided does not match. We have been living above our means for
a couple of years, by using our rainy day funds to balance the budget. Please know, however, that regardless of
the outcome of an Override vote, we will all strive to meet the expectations of the community with whatever level
of resources are made available. Reading remains a very special place in which to work – and to live. 

 
 
 
 
 
 
 


