Brookline Fiscal Advisory
Committee (BFAC)
Findings and Recommendations
impacting the School Department

On January 30, 2020, BFAC submitted its Final Report with the
unanimous support of its 11-member committee.



BFAC Charge Restraints

The Select Board charged BFAC to make observations and
recommendations on sustainable ways the Town could address its
structural financial challenges, not to examine specific cost reduction
opportunities that could also help alleviate the problem.

As was the case in both the 2004 and 2011 Fiscal Policy Review
Committees, BFAC was asked to “focus on the general fiscal health of

the community, and not conduct evaluations of individual programs or
budget line items.”



Status Quo is Unacceptable

* The Town of Brookline faces significant financial challenges:

Expense growth unsustainably exceeds revenues.

Planned and recently commenced capital projects raise our projected
outstanding debt by $550-S700 million, requiring additional debt exclusions.

“Rainy day” reserve fund is more than S4 million below the amount required
by the Town’s own policies.

Economic pressures imperil our AAA bond rating, which reflects our overall
financial strength and allows us to borrow at lower interest rates.



Why Commit to the AAA Rating and Better Financial Analysis, Forecasting, and Planning?
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BFAC Recommendations

* BFAC identified 18 specific general recommendations, many with additional
sub-recommendations.

BFAC recommendations were grouped into four general sections:
* 1. Maintenance of our AAA Bond Rating.
e 2. Improving Financial Decision Making.

» 3. Recognizing how we are overstretching the capabilities of the Town’s
current governance model.

* 4, |dentifying resources to implement BFAC’s recommendations.



Areas of Improvement

Many BFAC recommendations require that Brookline improve its:

1. Data Collection
2. Financial Analysis
3. Financial Forecasting

4. Financial Planning



More Resources

These improvements necessitate additional resources, including:

1. Increased budget and analytical staff (whether through new
hires or redeployment of existing resources).

2. Consulting expertise.
3. Modern technology solutions.

Additional human resources are an immediate, urgent necessity.



Leadership

Elected officials must be able to:
1. Focus themselves.

2. Provide concrete solutions in the form of a structured “Financial
Improvement Plan” to address the growing structural budget deficit
and replenishment of our depleted “rainy day” reserves.

3. Embrace forward thinking financial policies and processes, ranging
from the way Town Meeting resolutions are viewed, to the
establishment of a more collaborative budgeting process.



Stakeholders

Stakeholders need to defeat the perception that meaningful cost
reduction is politically impossible, and that debt exclusions, operating
overrides, fee increases, and continued positive economic conditions

will be sufficient to resolve budgetary challenges.



BFAC Implementation Plan

To address BFAC’s overall observation of resource deficiencies and
fragmentation in the Town’s and School’s financial decision-making
processes, BFAC recommends the adoption and implementation of the
24 Month BFAC Implementation Plan (the Plan).

The Plan will place the Town and Public Schools of Brookline (PSB) on a
path to begin operating under sustainable annual budgets, remain
positioned to finance continued investment in infrastructure and
facilities, and retain the Town’s AAA credit rating.

Implementation of the Plan will be a shared responsibility among all of
the principle government bodies, including senior staff, the Select
Board, the School Committee, Advisory Committee, and Town Meeting.



BFAC Recommendations
involving the Schools

Out of the 18 total BFAC recommendations, 10 of them involve the
School Committee and/or School Department in the implementation of
a recommendation: 1, 2, 6, 8, 9, 10, 11, 14, 15, and 16.

There is no recommendation that holds the School Committee solely
responsible for implementation.



BFAC Recommendation #1

The Select Board and the School Committee should have their
administrators adopt common financial policies, to the extent possible,
and create and institute performance management metrics to allow for
better evaluation of budgetary decisions and lessen the influence of
anecdotal statements and special interests in financial decisions.



Why we need Financial Integration

The Town and Schools have separate, parallel budget processes, each
with very different challenges and subject to different state and federal
requirements, but ultimately both need to comply with certain
regulatory, accounting, and reporting standards. Adopting integrated
financial policies will allow for the evaluation of stated priorities and

goals so that resources can be redeployed as necessary in the context of
a forward-thinking financial culture.

Performance management metrics will strengthen data-driven decision
making while weakening the argument for decisions disassociated from
financial constraints. This is necessary given the Town’s finite resources.
Performance metrics are increasingly used as part of best practices in
municipal operations, with many examples in Greater Boston.



BFAC Recommendation #2

Adopt a financial review and budget process requiring periodic summits
between the Select Board, the School Committee, and the Advisory
Committee.



Importance of Summits

Modeled after Lexington’s budget process, the summit approach brings
together the critical participants and stakeholders in the budget and
forecasting processes. The summits would establish a common
foundational framework for Town and School budget preparation, foster
respect among the parties, and facilitate an understanding of the unique
challenges faced by each. Content and sequencing of these meetings
would be determined by the Town Administrator and Superintendent.

These meetings should include monitoring key financial trends beyond
one-year horizons, key strategic decisions across boards and
committees, and deep dives on strategic topics.



BFAC Recommendation #6

Evaluate key programs and services on a periodic basis to assess their
effectiveness and completion of objectives, in order to identify potential
cost savings and opportunities for the redevelopment of resources.
Pilot-test zero-based budgeting best practices into the annual budget
process.



Periodic evaluation of programs

Objective measures by which to judge progress toward goals represent a
key component to expenditure review. Too often these evaluations can
become arguments based on opinion, rather than evidence. If a
program has been reviewed and not lived up to expectations, there
need to be objective criteria for evaluating the consequences of ending
or tailoring back the investment in the program.

This recommendation is intended to foster more evidence-based
decision making, where more facts and evidence are provided to
support decisions by staff, boards, committees, and Town Meeting. It
should also help decision makers explain their decisions more
transparently.



BFAC Recommendation #6.1

Require an investment analysis.

In addition to demonstrating the possible benefit, there
should be an explanation of the goals of the investment, the
metrics by which it will be judged, and the time frame over
which the metrics will be analyzed.
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BFAC Recommendation #6.2

Create rubrics and metrics for establishing spending and investment
priorities.

Regular procedures should be instituted to periodically evaluate
programs for their effectiveness and to identify service levels in excess
of statutory requirements. This will create opportunities to rethink the
deployment of limited financial resources.



BFAC Recommendation #6.3

Pilot test zero-based budgeting (ZBB) and outcome-based budgeting
(OBB) as alternatives to the current incremental annual budget process.

Both of these budget approaches offer the potential for a more strategic
allocation of resources:

In ZBB, the budget for a program is re-set to zero and the resources to
provide a service or complete a goal are identified and costed out.

In OBB, the focus is the alignment of resources with results.



BFAC Recommendation #8

Town School Partnership

Revisit the structure, including the revenue allocation formula, that
forms the Town-School Partnership (TSP) to ensure both that it is better
understood and that it best meets the needs of the Town and Schools in

a dynamic manner.



Revenue Allocation Mechanisms for
Town School Partnership

Most municipalities maintain some kind of mechanism for revenue
allocation between the school side of the ledger and the general
government side of the ledger. After meeting with staff, BFAC
encourages them to focus on a redesign that considers and/or reflects

the following:

1. Create a Town-School manual that allows current and future
employees to understand how the TSP works.

2. Eliminate the misperception that the Partnership reflects a
50/50 split of revenue.

3. Utilize fully allocated costs and show them so that everyone
can see and understand them.



Revenue Allocation Mechanisms for
Town School Partnership (Continued)

4. Consider eliminating the focus on marginal revenue and
instead use total revenue.

5. Make sure that costs allocated to the Schools conform with
Department of Elementary and Secondary Education (DESE)
requirements.

6. Agree on how to incorporate changes in student enrollment
(increases or decreases).

7. Agree on how to deal with special education costs (taking into
account whether any such costs are embedded in the formula for
changes in student enrollment).

8. Consider whether the establishment of a reserve for
unanticipated special education costs is needed and/or appropriate.



Revenue Allocation Mechanisms for
Town School Partnership (...Continued)

9. Determine the appropriate revenue split but recognize that
certain functions are performed by the Town on behalf of the Schools
and that the funds for those services must be available to the Town. This
would be accomplished by making sure those costs are considered
shared costs that are deducted prior to any split.

Meetings among senior staff on the Town and School sides are already
underway to address the Town-School Partnership.



BFAC Recommendation #9

Create an enhanced capital planning process covering the Town and
Schools.

“A government with a comprehensive assessment of capital and
infrastructure requirements, including deferred maintenance, will be
better positioned to manage these requirements over time in the most
cost-effective way.”

Quote Source: S&P Global’s Top 10 Management Characteristics of
Highly Rated State and Local Borrowers.



Enhanced Capital Planning Process

Capital investments exert a major impact on the Town’s financial
outlook, yet the current capital investment process is failing the Town
and in need of reform. A long-term Capital Investment Plan is a key
input into a formal debt management policy.



Capital Planning Backlog

Current capital spending on the renewal and replacement of the Town’s
K-8 schools is backlogged, driven in part by a sizeable increase in the
number of school age children.

In addition to the Schools, the 2018 Strategic Asset Plan has identified
many unmet non-school capital needs. Brookline’s investments in
streets and roadways, information technology, and analytical
infrastructure are below what is required to deliver the quality and scale
of public services that the Town has historically provided.



Limited Transparency, Analysis,
and Long-term Planning

The current Capital Improvements Program (CIP) process functions
primarily as a budgeting exercise, rather than a true long-term planning
tool. Capital projects are planned independently of each other and
without a Town-wide analytical, criteria-based framework to evaluate
their relative merits.

Town departments and School projects are not on equal footing and
there is no process to evaluate their relative prioritized importance. As a
result, there is limited transparency as to the rationale used to develop
the current CIP,



Absence of Affordability Metrics

There exists little to no focused discussion on affordability for capital
plans. The absence of a clear analytical framework makes it difficult to
differentiate needs from wants.

Recent major capital projects have been undertaken without a
rationalized allocation of capital and debt capacity. In the case of the
Coolidge Corner, Brookline High, and Driscoll projects, program and
design decisions determine the estimated project cost, which is then
value-engineered, something very different from designing and building
to meet an available budget.



Revised Capital Planning Process

The capital investment process is too complicated, too complex, with
too big an impact on the future condition of Brookline to let the current
process remain in place.

The Town and PSB should commit to developing, and updating annually,
a comprehensive Long-Term Capital Investment Plan (LTCIP) with a 10-
year horizon. An important component of the LTCIP will be addressing
deferred maintenance. Deferred maintenance can both shorten the
useful life of assets and reduce the operating efficiency and quality of
service provided.



Long-Term Capital Improvement Plan

The LTCIP should include opportunities to:

1. Improve the quality and efficiency of Town and School
activities (e.g., IT, energy conservation, fields/parks, transportation,
schools as community centers).

2. Fund capital investment projects that support future economic
growth and development, and thereby lead to increased tax revenues.

3. Reduce operating expenses and expand the tax base by
reviewing Town assets for potential disposition.

4. Leverage private development projects’ support of the Town’s
capital investment needs as a focused and transparent part of project
approval.



Require Analytic Rigor

All existing Town and PSB capital assets should be inventoried and
assessed regarding existing conditions and deferred maintenance under
a common scorecard, the results of which should be published and
easily accessed by residents.

All capital investment proposals, for both the Town and PSB, need to be
evaluated and prioritized with a consistent analytical and strategic rigor

within the framework of the comprehensive 10-year Long-Term Capital
Investment Plan.



Evaluation Template

Using a common evaluation template for all projects:

1. Include a full financial analysis showing assumptions on
investment horizon (life of asset), cost of capital, return on investment
(ROI), payback time, etc., as a result of reduced operating expenses
and/or increased revenues. The impact of a project on future long-term
operating expenses should be fully considered.

2. For capital investments with only partial or no direct financial
benefits, proposals must identify their non-financial benefits and
explain why they are needed as opposed to nice to have. Examples of
non-financial benefits include: educational programs, strengthened
neighborhoods, climate action goals, public safety, promotion of
economic opportunity, service quality, etc.



Evaluation Template Continued

Using a common evaluation template for all projects:

3. Whenever possible, a range of investment levels should be
considered, with the differences in the costs and benefits between
“bare bones” and “Cadillac” options presented, and mid-points defined.

4. The impact of a project and its funding on Brookline’s AAA
rating and its long-term impact on taxpayers should be presented.

5. The level of analytical support should be determined by the
size of the project. Any proposal in excess of $500,000 needs to go
through the full analysis, with smaller projects requiring less formal
attention.



BFAC Recommendation #10

Develop annual Financial Improvement Plans (FIPs) to pursue high-
impact opportunities to increase revenues (e.g., PILOT program, AirBnB
fees, building utilization) and better manage costs (e.g., special
education medical expenses, building maintenance, new school
construction standards, playground and fields).

In the near term, BFAC recommends revenue enhancement FIPs for the
Payment in Lieu of Taxes (PILOT) program, school rental revenues,
cemetery revenues, and AirBnB taxes.

In the area of cost management, BFAC recommends FIPs for Norfolk
County fees, and parking enforcement costs and revenues. Future areas
for FIPs include special education medical expenses, building
maintenance, new school construction standards, fire and ambulance
cervices and recreational field infrastriictiire



BFAC Recommendation #11

Annually assess and publicly report the extent to which any projected
cost reductions or revenue increases in the Financial Improvement
Plans, actually materialize and why any shortfalls arise. Seek outside
independent expertise to (a) assist, as needed, in the evaluation and
refinement of Financial Improvement Plans, and (b) to provide
independent monitoring of the Town’s and School’s compliance with
Financial Improvement Plans and the BFAC Implementation Plan.



Annual FIPs should include...

Opportunity Summary: Executive summary of what the potential
enhancement is, whether cost savings, revenue increases (or both).

Key Implementation Steps: A lettered list with high-level milestones
that could serve as a model for a project manager to use to build out
a project plan.

Annualized opportunity: Summary of the potential impact. This
should be a lettered list with a description.

Implementation issues: Summary of key issues that will need to be
considered, including a description of each issue and its impact.

Realization confidence and review: Summary of confidence this
enhancement can be passed, and review criteria to look back upon.
This section should contain a lettered list of confidence % with
adjusted impact and lookback timeframe.



BFAC Recommendation #14

Establish a maximum debt policy based on the ratio of Direct Debt to
Operating Revenue. Brookline’s debt service to total revenue is
projected to triple from levels in FY18 to FY25.

In the current environment, with multiple large-scale projects being
financed over a small number of years, there may be unanticipated
shocks to residents when tax bills fully reflect the costs of multiple debt
exclusion votes. If taxpayers are not prepared ahead of time, there
exists the possibility that adverse reactions could stymie any additional
requests for revenues outside of Proposition 2 7.

The Select Board and School Committee should communicate with
transparency around the ultimate costs and benefits that taxpayers are
agreeing to undertake with debt exclusions and overrides.



Potential Debt Policies

BFAC Recommendation #14.1: Maintain Net Direct Debt (total debt
level) divided by Revenue to at least the A level (0.67x <n < 3x). This
recognizes the fact that the Town is already at the A level and
establishes a policy to not fall below that level.

BFAC Recommendation #14.2: Set a goal to achieve Net Direct Debt
divided by Revenue to at least the AA level (0.33 x < n < 0.67x) by FY36.
This goal will help ensure the health of the Town’s balance sheet.

BFAC Recommendation #14.3: Commit to full disclosure and
transparency of existing, proposed, and planned borrowings when
asking taxpayers to approve new debt exclusions.



BFAC Recommendation #15

Develop a strategy to plan for periodic operating overrides to
supplement the resources provided by recommendations #6, 10, and 12
in order to meet the community’s expectations of more and better
services from the Town and Schools while addressing concerns that
would accompany growing the tax base exclusively via accelerated
economic development.

BFAC appreciates that certain statistics suggest Brookline is under-taxed
while other statistics suggest Brookline residents are highly burdened by
taxes and fees. There is, however, a near universal consensus that
Brookline is already a very expensive community in which to live or to
conduct business. Additional taxes of any kind will exacerbate this
problem, particularly for the most vulnerable of our residents.



BFAC Recommendation #15.1

Any tax should be designed to allow for the broadest range of uses
possible.

These uses would include a range of projects for which there currently is
insufficient capacity in the CIP, such as open space, parks, and affordable

housing. The Town should avoid taxes that are designed as single-
purpose levies.



BFAC Recommendation #15.2

Voters must be provided more information when presented with future
override and debt exclusion ballot questions.

An approach should be established that fully explains the impact of a
single proposed tax in the context of other anticipated override or debt
exclusion requests. Voters should be given the information to
understand the impact of a ballot question on both their individual tax
bills and the Town’s finances bearing in mind all authorized borrowings.



BFAC Recommendation #15.3

As the Town develops plans, it must provide its taxpayers with the
information that allows them to evaluate those plans and their costs on

a basis entirely different from the piecemeal approach that is the
current norm.

Discussion of costs, benefits, trade-offs, and alternatives is a necessary

component that should be provided to taxpayers when asking them to
make decisions.



BFAC Recommendation #16

Consolidate Town and School financial planning into a single integrated
financial model that reflects fully allocated costs between the Town and
PSB and is to be used in all Town and School budgeting, investment, and
forecasting decisions.

Brookline currently utilizes a 5-year window for financial forecasting and
CIP planning, with forecasts prepared separately by teams at PSB and
the Town Administrator’s office.



Next Steps: The BFAC Implementation Plan

BFAC recommends the adoption and implementation of the proposed
24-month BFAC Implementation Plan, as detailed in Appendix K of the
full report. The Plan will place the Town and PSB on a path to begin
operating under sustainable annual budgets, remain positioned to
finance continued investment in infrastructure and facilities, and retain
the Town’s AAA credit rating.

The Plan provides great detail on BFAC’s 18 recommendations, suggests
a sequence and timeline for action on each recommendation along with
their subsidiary recommendations, and clearly identifies the involved
parties.



Parting Thoughts

Maintaining a more predictable tax increase is an ultimate goal of good
financial stewardship. A number of BFAC recommendations entail
adopting financial policies that foster confidence in local government.

Implementation of BFAC recommendations will require education. BFAC
stands ready to present its findings and recommendations to Brookline’s
Town Meeting Members, Select Board, School Committee, Town

committees, and residents.



