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Executive Summary
Introduction
The purpose of the Financial Forecast Committee is established by city ordinance. It “shall
consider financial goals and objectives, conduct long-range financial planning, evaluate the City
budget process, explore ways to acquire revenue, and advise City officials on these matters.”
Also, “[t]he Committee shall file a report of its activities, projections, conclusions and
recommendations with the City Clerk, the School Committee, the City Council and the Mayor by
the end of each calendar year”. 1
The 2020 Committee has made a considerable effort to produce a succinct report with the goal of
making its report more meaningful to Beverly policy makers and all stakeholders. Further, the
Committee plans to begin next year’s deliberations in November of 2020 to meet the legal
requirements of the City Ordinance to issue a report “by the end of each calendar year”. Finally,
the Committee concentrated on reviewing both revenue and expenditure extrapolations for FY21,
in particular, and beyond, to determine whether possible revenue or expenditure deficits existed.
Attached at the end of this report are revenue and expenditure spreadsheets that incorporate the
findings and analysis of the Committee. It is to be noted that this forecast reviews the general
fund revenue and expenditure only within the operating budget. However, the Committee also
explored, and briefly report, revenue sources outside the operating budget in an effort to provide
greater transparency.
Based upon its analysis, provided in this report and attached spreadsheets, the Financial Forecast
Committee estimates, that at this point in building the budget, the FY21 budget is in deficit in the
amount of ($1,362,748).
Revenues
The Committee expects in FY21 that Beverly raise its tax levy by 2 ½ percent, consistent with
the allowable capacity under Proposition 2 ½. There has been discussion within the community
whether property taxes should be raised by this amount every year, or whether to set the tax rate
at less than 2 ½ for one or more years. The Committee has concluded that in order to provide a
quality education, public safety, and maintain the infrastructure of the City, the responsible
approach is to raise the levy limit by 2 ½ percent.
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Beverly City Ordinances establishes that the composition of the Financial Forecast Committee
will be nine individuals: two members from the City Council and a citizen, appointed by the City Council
President; two ward School Committee members and a citizen, appointed by the School Committee
President; a citizen, who shall not be an elected official, appointed by the Mayor; the Finance Director;
and the School Business Manager. The City Council Budget/Management Analyst shall be appointed as
an ex-officio member. [Chapter 26-18, as amended on October 8, 2008.]
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There was considerable discussion surrounding several revenue forecasting measures contained
within the attached spreadsheets. Beverly Financial Policies dictate that free cash needs to be
maintained at a range of 3% - 8% of the overall general fund. In order for the City to achieve this
desired goal, it is prudent for City officials, when forecasting revenues, to adopt revenue
projections that will have a “positive variance” in certain categories. In laymen’s terms, it is
prudent to estimate revenues conservatively. A positive variance occurs when the Committee
recommends a revenue projection that is less than traditionally received. If the City receives
more revenue than projected, then the undesignated fund balance will be protected and free cash
will meet financial policy goals. Forecasting in this manner allows for one-time expenditures for
capital projects from free cash per Beverly’s financial policies and that protects the city’s bond
rating. The categories in which revenue forecasting prudently can include positive variances are
new growth, Payment in Lieu of Taxes (PILOT), Medicaid, motor vehicle & boat excise taxes,
local receipts, meals & room taxes, interest income, other available funds (e.g. cemetery plot
fees, certified copies from clerk’s office, etc.), and penalties & interest.
The Committee also wants to acknowledge that there are other revenue streams that both
Municipal and School budgets receive, or effectively rely upon, which are outside the city
operating budget, some of which can be considered material. On the Municipal side, there are
seven Enterprise Funds that provide certain services to the community 2. The source of revenues
for these funds are user fees which are specifically connected to the particular services for which
each fund exists. The Enterprise Fund accounts are: water, sewer, recreation, sanitation, golf &
tennis, airport, and senior citizens. Also, there are Trust Funds bequeathed by individuals with
stipulations on how the funds are to be spent, which is administered by the City Treasurer. On the
School side, other revenues are also received and posted. They are revolving funds, student
activity accounts, PTO and other tax exempt organizations who regularly donate funds for school
purposes with stipulations. In addition, both City and School budgets receive federal awards and
grants.
The Committee projects that the City will collect, for the operating budget, general fund
revenues of $140,462,511 in FY21, or a 4.0% increase from the prior fiscal year.
Expenditures
The Municipal budget anticipates a total expenditure of $75,461,450 in FY21, or a 4.8% increase
from the prior fiscal year. Some of the reasons for this increase are attributable to collective
bargaining agreements, additional firefighters, dispatch staffing, capital outlay including a new
Fire Department ladder truck, and most other categories as listed in the expenditure spreadsheet.
The Administration is also considering an additional $250,000 expenditure for roads and
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Enterprise Fund accounting is allowed under Massachusetts General Laws Chapter 44, section
53F1/2.
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sidewalks. Fixed costs such as debt, health/property/casualty insurance, and retirement, will have
to be funded with no ability to reduce these expenditures. These expenditure categories, and an
explanation why the increases occurred, are also listed in the spreadsheet.
The School District anticipates a total expenditure of $64,341,456 in FY21, or a 5.4% increase
from the prior fiscal year. This increase includes $1,005,168 of additional Chapter 70 funds due
to the Student Opportunity Act (SOA). The reasons articulated for this request are increases in
student enrollment, projected collective bargaining agreements, normal inflationary factors for
goods and services provided, special education costs, health care benefits, utilities,
transportation, and increased teacher salaries for steps and columns.
The Vocational School Assessment anticipates a total expenditure of $2,022,352, or a 2.9%
increase from the prior fiscal year. This assessment is calculated by multiplying the tuition per
student times the number of Beverly students who attend the vocational school.
The Committee anticipates that total Municipal and School expenditures, as requested at this
point in time for FY21, will increase to $141,825,259, or a 5.09% from the prior fiscal year.
Conclusions
As with any financial forecast, projections are a preliminary review of budgetary measures,
subject to modification when the actual budget is built. Financial forecast reports are a tool to
assist policy makers, finance officials, and all stakeholders to better understand the challenges
municipalities face when attempting to provide basic services. All cities and towns within the
Commonwealth of Massachusetts are required by law to submit a balanced budget for approval
by the Massachusetts Department of Revenue.
Based upon the review of the Financial Forecast Committee at this point in time, it is estimated
that FY21 budget is in deficit in the amount of ($1,362,748). The main reasons for this deficit are
the 4.8% estimated increase for municipal services, and the 5.4% estimated increase for the
Beverly Public School District. Total revenue projections indicate a 4.0% increase for FY21, yet
total estimated expenditures increase to 5.09%. The Committee understands that difficult choices
will have to be made when taking all this information into consideration building the FY21
budget.
The Committee wants to thank all the elected and appointed officials who assisted in their
deliberations. In closing, we hope this report improves transparency surrounding the financial
information for the City of Beverly.
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