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The Finance Committee is pleased to present Southampton with our Annual Fiscal Message.

Based upon information available at the time of this message we are concerned that we may not be able to maintain the current level of services without implementing bold cost savings or instituting new revenue enhancements.  Early indications from the Governor and Legislative Budget projections indicate that Department and School Committee funding requests WILL NOT be funded as requested.

FY2007 Recap and Considerations for FY08
We are pleased to offer the following observations:
· We commend the Board of Selectmen and all those involved in the process of filling the Town Administrator position approved at Town Meeting in last year’s Budget.

· We enthusiastically welcome Diana Schindler, our new Town Administrator, and wish her well as she navigates Southampton through her initial budget cycle and offer our full cooperation and support as we transition budget creation responsibilities to her.  We look forward to her leadership and offer our assistance going forward as she guides our day-to-day operations and executes on the Selectmen’s agenda.
· To date, we have been less involved in the actual construction of the proposed Budget and commend the active role being taken by this Select Board and appreciate that the Town Administrator has included the Finance Committee in review meetings with Departments.  We look forward to working with the parties involved in developing the strategy and constructing the proposed budget for ATM approval. 

· We will be advocating for continued fiscal restraint as we move forward and offer a new challenge goal to our leadership as a foundation for relieving future leadership from having to make difficult decisions more difficult:

· We propose that 10% of any future one-time revenues or Free Cash realized be allocated to “Reserved Free Cash” until the “Reserved” portion of our Free Cash is in excess of 10% of our annual expenditures.  
· Creating a Reserved portion of Free Cash will require no structural or State approvals to our Budget or accounting processes, but will require a shift in our Free Cash management disciplines.  The Finance Committee will manage a spreadsheet describing the portion of Free Cash that should be considered “Reserved” as funds become available – much as we have done and continue to do for the management of the Stabilization Fund.

· We suggest that in order to build Reserved Free Cash, that no expenditures be recommended out of it until 50% of the goal is realized.   Only then should the use of Reserve be considered for unforeseen and/or variable year-to-year budget requirements like insurance, energy, and vocational increases, for example.
· The Treasurer/Collector’s Office should be commended for continuing in their efforts to collect back taxes.  This multi-year effort has allowed for the replenishment of our Stabilization Fund to near acceptable levels and closer to our stated goal of maintaining a level equal to or greater than 5% of Town expenses in our only savings fund.  Tough decisions have been made to facilitate these collections, including foreclosure proceeding, and it is now obvious by example that Southampton is serious about collecting due resources.
· We recommend that 90% of any revenues realized by these one-time collections be allocated to the Stabilization Fund, with the 10% balance being allocated to the Reserved portion of our Free Cash as described above.

· The development of a long-term plan for Southampton is a worthy goal and the Finance Committee looks forward to actively participating in the creation and/or financing of that plan as necessary.  We look forward to the new Administrator’s experience and wisdom in guiding us through this process.  We firmly believe that a well thought out master plan complete with attainable goals, thoughtful input from Departments and Committees, plenty of opportunity for public input resulting in public support, and a strong management team to lay out the roadmap and execution of the plan will lead to increased efficiencies in our government and a better use of your tax dollars.

· We support the efforts of the Board of Selectmen to create and execute on a vision and plan for the long term standing of the Larrabee building.
· We request that the Board of Selectmen and local School Committee consider seeking alternate transportation, reducing the options for vocational education and/or eliminating bussing for students attending the Westfield Vocational School.  We currently provide bussing as required by government statutes to approximately 49 students from Southampton attending Smith Vocational School in Northampton for approximately $44,000 (~$900 per student).  Southampton also buses 4 students to the Westfield Vocational School at a cost of approximately $38,000 (~$9,500 per student). 
· We support the continued efforts of all Departments in supporting the posting of information on the Town’s website www.town.southampton.ma.us.

· The Board of Selectmen should examine the benefits (or pitfalls) of consolidating multiple departments including Highway, Water, Landfill, Parks, Cemetery, and Tree Warden under one centralized Department of Public Works and the potential cost savings and organizational advantages associated with the change.

· Consideration should be given to combining Health Agent and/or Animal Officer with other communities.

· We propose re-examining potential means to control skyrocketing health insurance costs including alternate plans and the current 70% Town’s cost sharing.  Also, there are a number of 20 hr/week positions which are entitled to full health insurance coverage under our current rules.  Consideration should be given to combining part-time positions or pro-rating cost sharing to be commensurate with percentages paid by full-time employees for their coverage.
· Consideration should be given to combining the Communications Department with other communities or dispatch centers.
· Revenue Enhancement – We encourage the Town Administrator and Board of Selectmen to investigate every avenue for realizing new revenues going forward.  The voters of Southampton have repeatedly demonstrated their distaste for override tax increases, but Southampton continues to grow at a rate faster than services are able to sustain.  Options for consideration include:
· Updating Town fee structures – more and more departments and tasks will need to be “self-funding” as demands for services increase.  Fees should be evaluated to be more reflective of the cost associated with providing the services performed and some should be converted to hourly rates as opposed to the current flat fees.  We understand that the Town Administrator is preparing a report on the current fee structure and the rates being charged by neighboring towns.  We look forward to the results of the study and will be advocating for immediate actions depending on what is learned. 

· Restaurant Tax – this new revenue option anticipated to be approved by the State and offered to Towns should be considered and the pros and cons fully aired in public meetings with local restaurants invited to present their views.  It is estimated that if Southampton were to adopt the 2% local meals tax it could result in nearly $200,000 in local revenues with minimal affect on individual patrons. 
· Grants – Departments and Committees should continue to seek and secure grants to supplement Town revenues or to pursue new projects and improvements.  The Town of Southampton has been fortunate to have very resourceful Departments and Committees that have taken full advantage of outside resources in the past – we expect that their diligence will continue and that the addition of a Town Administrator will further the cause toward additional grants and creative financing for projects going forward.
· Increased Efficiency and Cost Reductions – we expect that the Town Administrator and Board of Selectmen will continue to look for ways to increase the efficiency and reduce the expense of conducting Town business.  

· With full-time in-person management on a daily basis now in place, we expect that savings should be found and realized – however modest.   We believe that potential savings exist in consolidating purchasing power for resources spent in multiple departments including phone service, office supplies and fuel expenses, to name an obvious few.  

· We look forward to the consolidation of the purchasing function itself and fully expect that savings are available in that area as well.  The Finance Committee is willing to commit assistance in the pursuit of increased efficiency and savings.

· We encourage the Board of Selectmen to charge the Town Administrator and Town leadership to leave no stone unturned and to consider creative inputs to find innovative ways to lower the cost of running Southampton while increasing our meager savings accounts to more acceptable levels.  Solutions need to be found that either fund services at their current level and/or lower the level of available services to fall more in line with available and predictable revenues.  A perfect balance of available revenues (without overrides) and necessary services must be found.  We have believed and communicated for years that only full-time, hands-on leadership making complex and sometimes unpopular decisions will be capable of leading Southampton to this delicate balance.  The time is now.
Budget Recommendations

The FY2008 Southampton Budget cycle is still developing as of this printing.  The Finance Committee will present our budget recommendations for public review as early as possible before Annual Town Meeting and will post our recommendations at the Town’s website on the Minutes page at www.town.southampton.ma.us
It is important to recognize that in recommending next year’s budget, less than 50% of our total budget is controllable.  The remainder is comprised of expenses that we cannot fully control including insurance, special education, regional school charges, vocational education, debt principal, interest, and software maintenance, etc.  Any revenue reductions are therefore spread over a smaller base, with a greater impact to all departments.  

The Finance Committee will continue to advocate fiscal responsibility and commends the Departments and Committees for continuing to operate within our means.

Copies of our Stabilization and Reserve Fund balance status are attached for review.
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