As part of Arlington’s commitment to
keep you informed of how your tax dol-
lars are being spent, the Town is provid-
ing you with this first Public Annual Fi-
nancial Report (PAFR). We are hopeful
that it will provide you with financial
information that you find both useful
and easy to access.

All data and financial information found
in this report is drawn from the Town’s
Annual Report, the Town Manager’s
Financial Plan, the Finance Committee’s
annual report to Town Meeting
(arlingtonma.gov), and the State’s Divi-
sion of Local Services (mass.gov/dor).

The PAFR does not present the same
level of detail as any of the reports listed
above. It contains reports and state-
ments that do not present the entire
financial reporting entity and may not
conform to GAAP and governmental
reporting standards. However, it does
provide relevant disclosures to residents
regarding the Town'’s financial condition
and trends. It contains summarized fi-
nancial schedules and tables.

The form and content of the PAFR was
also influenced by jurisdictions from
across North America that have been
recognized by the Government Finance
Officers’ Association for their annual

release of a PAFR.
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THE TOWN OF
ARLINGTON

The Town of Arlington
was originally settled in
1635 as the Village of
Menotomy. It was incor-
porated as West Cam-
bridge in 1807, and finally
named Arlington in 1867.

Arlington is home to ap-
proximately 43,000 resi-
dents and is contained
within 5.5 square miles.

The Town is currently
governed by the “Town
Manager Act of the Town
of Arlington, Massachu-
setts,” by which a

popularly elected, five
member Board of Select-
men appoint a professional
manager to administer the
daily operation of the
Town.

The Town'’s legislative body
is a representative Town
Meeting, which consists of
252 elected members
elected from their home
precincts.

The Town Manager is the
chief executive officer of
the Town, managing the
day to day business of
Town departments. These
departments include: Public
Works, Police, Fire, Librar-
ies, Legal,

Planning, Personnel, IT,
Inspections, Health and
Human Services, Recrea-
tion, and the Veterans
Memorial Rink.

Under independent au-
thority are the Board of
Selectmen, Board of As-
sessors, Treasurer & Col-
lector, and the Town
Clerk. The Comptroller
is appointed by the
Board of Selectmen. The
School Committee han-
dles school administration
and appoints the Superin-
tendent.

All departments consist
of approximately 800 full-
time employees.

IN THIS REPORT

The data contained herein is meant to be a snapshot of the Town’s basic financial
condition, reflecting Fiscal Year 201 1. This includes a summary of where Arlington
is right now, where it has been the past ten years, and how it presently compares
to other, similar communities.

On Page 2 you will find a breakdown of Arlington’s revenues and expenditures for
FY20I11. As you will see, Arlington’s primary source of revenue is the Property
Tax, followed by State Aid. In addition to tax revenues, local governments typically
fund capital expenditures through borrowing. Arlington’s borrowing portfolio is
also detailed on page 2.

A discussion of Arlington’s historical financial trends in the context of inflation can
be found on Page 3. What follows is an analysis of four of Arlington’s most impor-
tant financial trends and how they have fared historically. Trends for unadjusted
and adjusted figures are compared, along with the number and percentage differ-
ence between Fiscal Years1999 through 2010.

Finally, Page 4 compares Arlington’s Average Single Family Tax Bill, Average New
Growth, and Total Per Capita Spending with other, comparable communities, as
well as the state average. These communities provide a reference point from which
to understand Arlington’s financial situation.



Where the Money Comes From -..and Where it Goes
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well within its capacity to repay the debt, and is leveraged at a
rate below a number of comparable communities, and below
the state average. It is also worth noting that the Town has
maintained its AAA bond rating with Standard and Poor’s
(S&P) since earning it in 2007. The S&P rating means that Ar-
lington has an extremely strong capacity to meet its financial
commitments. Thanks to its AAA rating there is a low risk
associated with the Town’s credit. Thus, Arlington is able to
borrow at the highest credit tier—and the lowest cost—

A large portion of the Town’s capital construction and equip-
ment acquisition is funded annually through the issuance of
bonds. This borrowing is done since major expenditures such
as building construction or large equipment purchases would
be disruptive to the budget if funded entirely in the year of
purchase. Above you can see the Town’s current outstanding
debt for projects that have been funded through the Town’s

Five-Year Capital Plan. available to municipalities.
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In Real Terms

The historical financial data in the Town’s Financial Plan has not been adjusted to account for the effects of inflation. While the
difference between unadjusted (“nominal”) dollar values and inflation-adjusted (“real”) dollar values is not particularly great from
the previous year to the current year, these changes become dramatic over time. Thus, it is inaccurate to identify trends over
time in only nominal dollars; apparent growth is negated by rising prices. The net effect is that it takes more money to buy the
same amount of goods or pay for the same amount of services. Essentially, understanding historical financial trends only in nomi-
nal terms does not reflect the real change in the buying power of a dollar.

Typically, when adjusting for inflation the price data used is from the Consumer Price Index (CPI), compiled by the US Dept of
Labor. However, in the analysis here the data used is from the Implicit Price Deflator for State and Local Governments (IPD),
put out by the US Commerce Department. The IPD reflects the prices of goods purchased by municipalities rather than individ-
ual citizens, and thus is a better indicator for Arlington’s trends. Below are four of Arlington’s most important financial trends:
Overall Revenue, Expenditures, Property Tax and State Aid Receipts. To give you a better understanding of Arlington’s finances
over time, they have been adjusted for inflation and compared to the trend in nominal terms. In “real” terms, the situation be-
comes quite different.
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It appears as though Arlington’s revenues have seen steady growth, but in reality the overall buying power of the Town has de-
creased slightly (1.4%). Similarly when we look at operating expenditures (above right) the apparent increase in spending is mostly
to keep up with inflation. In real terms, the Town’s expenditures have actually decreased by 7.2% since Fiscal Year 1999.

Most of Arlington’s revenue (75%) comes from the property tax, so tracking its growth is a good way to determine the health of
the community’s revenue stream. Adjusted for inflation, Arlington’s property tax levy shows virtually no growth since Fiscal 1999.
Arlington’s second largest revenue source, State Aid (below right), has seen a 35% real decrease since FY1999. Stagnant and de-
clining revenue—combined with rising costs largely beyond Town control—are the major factors contributing to Arlington’s
structural deficit. Without “real,” permanent revenue growth it will be difficult for Arlington to cope with rapidly increasing costs.
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Measuring Up

The Average Single Family Tax Bill is
the average home value in a community di-
vided by that community’s property tax rate.

While individual tax bills may vary according
to individual home value, the Average Tax
Bill is a good indicator of what the property
tax burden is on residential taxpayers.

Under Proposition 2'/,, local property taxes
cannot be increased by more than 2'/,% plus
tax revenues from new construction added
to the tax base. Consequently, for many
communities New Growth is an important
revenue source.

Per Capita Spending is calculated from
the Town’s total expenditures divided by its
population, which provides a point of com-
parison for how much the Town spends pro-
portionate to its size. This makes it possible
to compare spending between Towns while
controlling for population.

We would like this report to be informative
and helpful. If you have comments or ques-
tions about it, please send them to
townmanager@town.arlington.ma.us.

Stay connected to Town Hall year-round by
receiving timely news and notices via email
with Town of Arlington Notices. Notices in-
clude public health and public works alerts,
election information, office closings, trash &
recycling reminders, and special Town re-
lated events. Subscribe online today at
arlingtonma.gov/subscriber.
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Due to relatively high home values, Arlington residents tend to pay a
higher tax bill than the state average. While this places Arlington near
the middle in terms of its comparable communities, it is still nearly half
as much as higher-taxed communities like Wellesley or Lexington.
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Arlington’s New Growth has not kept pace with any of its comparable
communities (above). It ranks almost last, averaging less than 1% New
Growth in a three year period while communities like Lexington see
average increases of over 2.5%, while the state average is 1.49%.
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Arlington is near the bottom of per capita spending, relative to its com-
parable communities. It is also well below the state average of $2,704
per capita, meaning that the Town’s spending is below average relative
both to these communities and to the state as a whole.




