Summary Budget

OVERVIEW

The FY19 Budget totals $3.29 billion and
represents an increase of $138.5 million or 4.4%
over FY18. The FY19 budget continues the City’s
record of strong fiscal management. Expanding
on savings initiatives launched during Mayor
Walsh’s Administration to offset growth in fixed
costs, the FY19 budget features data-driven
investments that foster a thriving, healthy and
innovative city.

Local sources continue to drive revenue growth
in FY19, as property tax and local receipts make
up 96% of revenue growth over FY18. While the
City is expected to experience continued robust
property tax growth in FY19, overall revenue
growth is expected to be hampered by sluggish
state revenue growth. State revenue, the City's
second largest revenue source, never recovered
following the last recession, and in FY19,
Boston’s state revenue is budgeted to only grow
at 1% over FY18. Net State Aid (state aid net of
assessments) is budgeted to decline as
continued increases in state assessments for
charter school tuition outpace stagnant
budgeted state revenue.

On the expenditure side, the FY19 budget
reflects an increase of $138.5 million or 4.4%
over the FY18 budget. Of that growth, 28% is
dedicated to education, including Boston Public
Schools (BPS) and Charter School Tuition
Assessment, and 31% will go to all other city
services, such as Police, Fire, and Public Works,
and the Public Health Commission. 22% of the
growth comes from estimated employee wage
increases in the collective bargaining reserve
that will ultimately be transferred to education
or city services and the remaining 20% of the
growth will be consumed by pension, debt
service and other fixed cost expenditures.

This Summary Budget section lays out the FY19
budget and discusses trends in each category of
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the budget summary table (Table 1) on the
following pages. An overview of the City's
revenues is followed by a detailed explanation
of appropriations and personnel trends and a
review of major externally funded services. An
all-funds budget is also presented.
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Figure 1 - FY19 Estimated Revenue

Public Safaty_
19% \

Boston Public
Schoals
E

A%

Public Health
Commission

\]Llu.‘

Dapartments
2%

.
Other Cenvallyl 8
Budgeted Funds Y

1%

_Charter School
Assassmant

6%

_

ol

Haalth L'am‘

Related
8%

L Other Fized Costs
9%

Pension
79,

Figure 2 - FY19 Estimated Expenditures

The City’s projected revenues provide the basis
for planning FY19 appropriations to maintain a
balanced budget. Selected FY19 budgeted City
revenues compare with FY18 budgeted revenues
as follows: the net property tax levy increases
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$118.1 million or 5.4%; excises increase $9.2
million or 4.9%; fines increase $5.2 million or
8.2%; miscellaneous department revenues
increase by $1.3 million or 2.2%; state aid
increases by $5.9 million or 1.3%.
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BUDGET SUMMARY

REVENUES )

Property Tax

Property Tax Overlay
Excises

Fines

Interest On Investments
Payments in Lieu of Taxes
Urban Redev Chapter 121A
Department Revenue
Licenses & Permits
Penalties & Interest
Available Funds

State Aid

Total Recurring Revenue

Budgetary Fund Balance
Total Revenues

EXPENDITURES

City Appropriations (2

Boston Public Health Commission (2)
Boston School Department (2)
Reserve for Collective Bargaining
Other Post Employment Benefits
Total Appropriations

Pensions

Debt Service

Charter School Tuition
MBTA

Other State Assessments
Suffolk County Sheriff Dept
Reserve

Total Fixed Costs

Total Expenditures

Surplus (Deficit)

{2)  See General Fund Appropriations by Cabinet & Department table for breakdown by cabinet and functional unit.

Numbers may not add due to rounding

Table 1

FY16 Actual FY17 Actual FY18 Budget FY19 Budget
1,963.09 2,092.14 2,216.49 2,327.02
(38.05) (38.74) (30.60) (23.04)
223.82 190.55 188.09 197.29
61.05 63.25 63.85 69.08
0.18 2.33 2.00 5.00
51.20 53.57 45.00 46.02
48.11 4751 33.50 27.50
63.09 66.37 60.70 62.03
74.44 84.09 67.06 66.26
14.48 10.81 7.51 9.01
0.00 0.00 23.45 23.45
421.58 424.93 440.58 446.48
2,883.01 2,996.81 3.117.62 3.256.08
0.00 0.00 40.00 40.00
2,883.01 2,996.81 3,157.62 3,296.08
1,158.96 1,200.51 1,262.83 1,300.35
76.16 11.27 79.56 84.98
1,016.28 1,031.63 1,092.31 1,112.25
0.02 28.00 10.09 38.39
40.00 40.00 40.00 40.00
2.291.41 2,3717.41 2,485.79 2,575.97
196.55 199.28 221.30 238.71
157.69 165.31 182.21 190.18
142.79 151.82 173.78 194.24
83.00 83.82 85.81 88.21
4.79 4.81 4.86 4.90
3.87 3.87 3.87 3.87
0.99 3.81 0.00 0.00
589.68 612.72 671.83 720.11
2,881.09 2,990.13 3,157.62 3.296.08
1.92 6.69 0.00 0.00

(1) Allrevenues displayed are part of the City's general fund that support expenditures displayed in the bottom half of the table.
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Figure 3 - Sources of Property Tax Growth
FY85-FY19

On the expenditure side of the budget, total
appropriations increase by $90 million or 3.6%
and fixed costs increase by $48 million or 7.2%.
Selected FY19 budgeted appropriations
compare with FY18 budgeted appropriations as
follows: City appropriations increase $37.5
million or 3%; the Boston Public Health
Commission increases by $5.4 million or 6.8%;
and the School Department increases $18.9
million or 1.7%. In addition, a collective
bargaining reserve has been set aside at $58.39
million; when the outstanding collective
bargaining agreements are negotiated, these
reserves will be used to cover those increased
costs in City departments and at BPS. Within
City Appropriations, actual City Departments
are increasing by $32.5 million or 8.2% over
FY18. These departmental increases now
include wage increases for union contracts that
have settled. City Appropriations also consist of
11 central appropriations, including a large
appropriation for Health Insurance totaling
$221 million, which has an increase of $4.8
million or 2.2%.
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FY19 budgeted fixed costs are increasing by
$48.0 million and compare with FY18 budgeted
fixed costs as follows: Pensions increase $17.4
million or 7.9%; Debt Service increases $8
million or 4.4%; Charter School Tuition state
assessment increases $20.5 million or 11.8%;
and the MBTA state assessment increases by
$2.4 million or 2.8%.

REVENUE

The FY19 budget is balanced on the following
projections of revenue streams including the
property tax, state aid and other local receipts.
A more detailed discussion of City revenues is
provided in the Revenue Estimates and
Analysis chapter of this volume.

Property Tax Levy

The gross property tax levy has been the City’s
most dependable source of revenue growth and
is fundamental to the financial health of the
City. Property taxes provide over two-thirds of
all recurring City revenue. The gross property
tax levy stands at $2.216 billion in FY18, and is
estimated to rise to $2.327 billion in FY19.

In Massachusetts, Proposition 2 % constrains
the amount of property tax revenue the City can
raise each year from its existing tax base. This
means that while total property value has grown
54% since FY14, property tax revenue has grown
by only 25%. In each year since FY85, the City
has increased its levy by the 2.5% allowable
under the limits set forth in Proposition 2 %.

During these same years, the levy has also been
positively impacted by taxable new value or
“new growth” that is excluded from the levy
limit. Due in part to efforts to attract business
development to Boston and grow its housing
stock, Boston experienced unprecedented new
growth property tax revenue in FY17 and FY18.
New growth is expected to be approximately
$65.0 million in FY19, which is very high



compared to historical levels of new growth
seen prior to FY17,

State Aid

The primary sources of aid from the State to
municipalities are education aid and
unrestricted general government aid. The
Commonwealth also distributes aid for libraries
and provides some other reimbursements to
municipalities.

State aid has been reduced substantially over
the course of the last two recessions. Since
FY02, net state aid (defined as state aid
revenues less state assessments) to the City has
been reduced by $270 million or 63%. The City
lost approximately $79 million between FY03
and FY05, gained approximately $16 million
between FY06 and FY08, and has again lost
approximately $206 million between FY09 and
budgeted FY19. For FY19, net state aid is
expected to decline by $17 million or 10 % from
FY18.

The City’s FY19 state aid estimate is generally
based on the Governor’s proposed budget, with
some updated information through the State’s
legislature budget process, which was not final
at the time the City resubmitted its final budget
in June.
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Figure 4- Change in Net State Aid
FY03-FY19, Grouped by Period of Loss or Gain
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Education Aid

Boston’s “Chapter 70" Education Aid continues
to be flat, growing at 0.89% to $220 million in
FY19. The Chapter 70 Aid formula does not work
for Boston. Despite the Commonwealth adding
over $1.4 billion to Chapter 70 Aid since FY08,
Boston’s Chapter 70 Aid has increased only $.6
million in the same period.

Charter schools are publicly-funded schools
administered independently from local school
districts and teachers’ union rules and
regulations. Their charters are granted by the
State Board of Education.

Boston’s Charter School Tuition Assessment is
projected to increase by $21.6 million (12.4%),
as about 11,025 students are projected to attend
a Commonwealth Charter School in FY19.
Boston has seen its charter school costs rise
dramatically since the enactment of the 2010
Achievement Gap Legislation (185% or $127
million between FY11 and the FY19 Budget).
The Charter School Tuition Reimbursement is
budgeted at $22.8 million in FY19, $321
thousand lower than FY18, and a projected $28
million lower than the Commonwealth’s
obligation under the 2010 Achievement Gap
Legislation.

The net cost to the City for charter schools
(reimbursement from the Commonwealth less
tuition assessment) has grown dramatically as
Boston’s Charter School Tuition Assessment has
increased and the Charter School Tuition
Reimbursement has been vastly underfunded.
The City has budgeted for a $150.7 million net
impact in FY18, and a $172.3 million impact in
FY19.
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Figure 5- Charter Schools
Boston Enrollment and Net Cost
FY08-FY19

Unrestricted General Government Aid

Beginning in the FY10 budget and going
forward, the Governor and the Legislature
created general government aid from combining
lottery aid and “additional assistance” into one
account called Unrestricted General
Government Aid. The City expects to receive
$189.3 million in FY18, and $195.9 million in
FY19, a 3.5% increase.

Local Receipts

Approximately 15% of the City’s budgeted

recurring revenue in FY19 is comprised of

excise taxes, fines, payments-in-lieu-of-taxes 1
(including Chapter 121A), investment income,
departmental revenue, licenses and permits,

penalties and interest, and available funds.

The FY18 Budget included $491.1 million in
local receipt revenue, and the FY19 budget
increases to $505.6 million.

Many of the City's local receipts are sensitive to
existing economic conditions and the City takes
a cautious approach when estimating local
receipts. The following is a brief description of
selected local receipts and their expectations
for FY19.

9 Motor vehicle excise revenue began to
recover in FY14 and has remained steady
with the strengthening economy. Revenue
is estimated at $52.0 million in FY19.
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The Commonwealth granted
municipalities a new 0.75% local option tax
on restaurant meals beginning October 1,
2009. The City expects to collect $29.0
million from this tax in FY19.

Hotel excise revenue has benefited from
an FY10 rate increase from 4% to 6%. The
City expects to receive $92.0 million in
FY19.

Jet Fuel excise collections are expected to
remain level at to $18.0 million in FY19.

The FY19 budget updates parking fines in
an effort to produce positive outcomes by
changing driver behavior and improving
congestion in high traffic areas. Parking
Fine revenue is estimated to increase by
$5 million in FY19. Funding will be
reinvested in FY19 operating and capital
budgets.

The City of Boston adopted a 3% local
option tax for the sale of recreational
Marijuana. The new sales tax will be
effective July 1, 2018. The FY19
Recommended Budget includes $2.25
million in new revenue for the Marijuana
local option sales tax.

As result of 2016 state legislation to create
a per-ride assessment collected from
transportation network companies (TNCs),

FY19.

-in-lieu- -



