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The purpose of this document is to explore in depth critical financial issues regarding the 
Nashoba Regional School District (NRSD) budget that are raised annually in multiple 
forums.  The District has followed a consistent, reliable, prudent, yet flexible approach to 
budget and financial management for the last 12 years.  As a result the District has risen 
from being overseen by a financial control board to one of the fiscally healthiest regional 
school districts in the State. 
 
This paper will offer a detailed review that will demonstrate that the District has been 
responsive in spending reserve funds in a responsible manner to help our member Towns 
mitigate the assessment costs.  In addition evidence will be presented showing that these 
District measures have allowed the Towns to enhance their financial stability. FY 2016 is a 
year where the District is facing some uncontrollable costs in the area of special education 
particularly that is requiring a larger than average increase in the budget.  Although this is 
not a welcome situation for the District or member Towns, it is clear this increase is 
affordable based on the facts presented here.  
 
Budget Funding Sources 
 
Each year the majority of the budget (just under 80%) is funded by our member towns 
assessments.  The balance is funded through District funding sources that are either earned 
locally or directly distributed by the state. 
 
The largest “local” funding sources include the Excess and Deficiency fund balance (E&D), 
the special education circuit breaker, school choice tuitions and some additional program 
funding.  In order to make these somewhat volatile sources of revenue as consistent and 
reliable as possible, the District has adopted the practice of spending the money in the 
fiscal year after it is received.  For example the money received for the FY 15 circuit 
breaker is utilized in the FY 16 budget.  This is the case for our extended day revenue, pre-
school revenue and to a lesser extent school choice and kindergarten revenue.  
Theoretically on July 1, 2015 we will have each of these respective revolving fund accounts 
that are used as budget revenue showing a balance of at least the amount being utilized. 
 
Two of the largest revenues, both in excess of $1,000,000, deserve special scrutiny as they 
generate the most discussion. 
 
Excess and Deficiency 
 
Commonly referred to as E&D, it is the regional school district equivalent of free cash.  By 
statute the District may only have 5% (approximately $2.5 million) of its budget in certified 
E&D.  Any amounts in excess of 5%  are credited to the assessment of the member towns. 
 
In recent years the E&D balance has been just over $2 million each year. The District has 
utilized $1 million each year in support of the budget.  Each year there is a suggestion by 
some that more E&D be spent to lower the assessments.  The District had decided not to 
exceed this limit in any significant manner for the following reasons: 
 

 Although the District has achieved an annual certification of $2 million in recent 
years, the amount kept in reserve is essentially half that, as $1 million has been 
consistently included as budget revenue. 
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 The approximately $1 million dollars of unencumbered E&D is the only 

undesignated reserve the District has, as the District does not have any reserve or 
stabilization funds. 

 
 If the District were to utilize a higher E&D amount to support the budget, it would 

offer only a one-year positive impact for the member towns.  For example if the 
District used $1.4 million of E&D in the FY 2016 budget, it would very negatively 
impact the FY 2017 assessments.  The District would likely only be able to utilize 
about half that amount in FY 2017 since our basis would be starting out so much 
lower.  Therefore making for a $700,000 revenue shortfall that would have to be 
made up by assessments.    

 
 

 
School Choice 
 
Until FY 2009 school choice was a net loss to NRSD, with more money and more students 
going out than coming in.  In recent years there have been a higher inflow than outflow, but 
the difference has diminished in the last two years due to the change in policy. 
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 ---Receiving---  ---Sending--- 

  
FTE  

 
FTE 

 
FY 

 
Pupils Tuition Pupils Tuition 

2006 
 

37.88 222,160 57.89 300,749 

2007 
 

52.95 272,380 66.54 370,467 

2008 
 

70.27 375,955 77.63 465,728 

2009 
 

101.88 537,698 91.49 534,175 

2010 
 

126.78 687,168 65.59 377,097 

2011 
 

190.66 1,027,050 54.07 316,608 

2012 
 

206.85 1,114,516 60.95 429,502 

2013 
 

218.51 1,169,210 74.38 527,454 

2014 
 

194.78 1,017,979 80.42 557,442 

2015 
 

169.00 885,949 81.00 474,156 

  
Source:  Massachusetts Department of Elementary and Secondary Education 
 
NRSD has attempted to manage school choice finances like other revolving funds.  When 
the cash flow turned positive it was deposited into the revolving fund and eventually the 
target of a one year reserve is met.  This target is no longer being met due to the change in  
policy. 
 
At the outset of FY 2015 the District had just over $1,000,000 in the school choice revolving 
account.  The FY 2015 budget uses $1,300,000 as school choice revenue.   In FY 2015 the 
estimate of income is nearly $900,000.   Combining this with the account balance entering 
the fiscal year, and then removing the current budget revenue will leave this fund with a 
balance of only about $600,000 as of next July 1st. 
 
The FY 2016 budget still proposes to use $1,100,000 in the FY 16 budget as school choice 
revenue.  It is likely the District will see a drop of income to about $750,000 in FY 16, 
therefore the balance will be reduced further to about $300,000 at the outset of FY 17. It is 
likely that by FY 18 only the current income will be available for use.  
 
Assessments and Reserves 
 
The District has balanced being sensitive to the overall economic conditions, the financial 
positions of the member towns and the needs our the students in proposing budgets. 
During the economic downturn that began during FY 2009, the District responded with 
three straight budgets between FY 2010 and 2012 that were well under 2.5%.  The 
increases were 1.46% in FY 2010, 0.10% in FY 2011 and 2.1% in FY2013.  The average 
budget increase during the three-year period was 1.22%.  These budgets were not 
sustainable, but were adopted to allow the member towns the opportunity to recover 
financially. 
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The District was able to sustain this three-year minimal budget increase due to a solid 
financial base.  During this time the District demonstrated a willingness to spend reserve 
funds, when it made fiscal sense.  The District sought special legislation to allow it to spend 
down a statutory reserve fund that was required by the 2002 special legislation.  The fact 
that the District was financially sound with reasonable balances in its revolving funds 
allowed the Department of Local Services to join with the District in recommending the 
legislation.  The result was the freeing up of nearly $600,000 that was used to directly 
reduce assessments over four years. 
 
 
FY 2016 Proposal 
 
The District’s proposed FY 16 budget is proposed to increase just over 5%.  This is the 
largest proposed increase in eight years.   Although the economy remains robust, the 
District needs are driven by a multitude of factors including the need to address 
infrastructure and for the first time in many years a large increase in special education 
costs.  The latter is a budget buster that impacts many Districts annually and has been rare 
at Nashoba.  This increase alone accounts for nearly 35% of the budget increase. 
 
This budget recommendation is made with the belief that the member towns have the 
ability to afford these assessments more so than they have in recent years.   We believe that 
some of the financial flexibility the member towns have is due to a four year stretch where 
budgets were under a 1.5% average increase.   The District responded to the needs of the 
Towns and now it is imperative the Towns be responsive in a time of need for the District. 
 
 
Excess Capacity 
 
Each of the member towns has increased their excess levy capacity under Proposition 2 ½ 
by several hundred thousand dollars during the last five years.  This means the Towns c 
hose not to raise the taxes the full 2.5% during this period. 
  
 
 
 

Excess Levy Capacity Growth 
 
Town FY 2010 FY 2015 Increase 
Bolton $54,041 $   560,634 $   506,593 
Lancaster $  4,517 $   467,325 $   462,808 
Stow $34,975 $1,164,016 $1,129,041 
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Free Cash 
 
Each Town has a reasonable free cash balance,  a portion of which could be used as budget 
revenue.  If each Town used 50% of their free cash as budget revenue, as the District has 
been doing, there would be a significant increase to the revenue stream.   
 

Free Cash Balance 
 
Town Free Cash Certification 
Bolton $983,879 
Lancaster $578,798  (FY 14) 
Stow $1,832,298 
 
 
 
 
Stabilization Funds 
 
Despite not raising the full amount of the allowed tax levy, each member Town has been 
able to generally maintain or even increase it stabilization fund over the last five years.  
Again, it would appear the minimal assessment increases form the District are a large part 
of how these funds were increased while taxes were not maximized. 
 

Stabilization Fund Balance 
 
Town FY 2010 FY 2015 Increase/Decrease 
Bolton $   995,168 $   949,158 ($46,010) 
Lancaster $1,465,627 $1,499,761 $  34,134 
Stow $   500,592 $   889,162 $388,570 
 
Percentage of Budget 
 
In two of the three towns the student population has been virtually steady.  Despite this the 
percentage of the town budget going to the NRSD assessment has shrunk over the five year 
period.  In the third town although the percentage of the budget has increased, the student 
population has grown markedly. 
 

Bolton FY 10 FY 15 

Student 
Population 

Change 

Total Town Appropriation $18,909,343 $21,785,451 1.75% 

NRSD Assessment $10,954,636 $12,507,393 
 Percentage of Total 57.93% 57.41% 
 

    Lancaster FY 10 FY 15 
 Total Town Appropriation $16,933,000 $20,512,049 -4.19% 

NRSD Assessment $9,623,777 $10,665,623 
 Percentage of Total 56.83% 52.00% 
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    Stow FY 10 FY 15 
 Total Town Appropriation $23,308,513 $25,783,311 11.33% 

NRSD Assessment $13,042,784 $14,994,134 
 Percentage of Total 55.96% 58.15% 
  

Source: Massachusetts DOR FY 2010 and 2015 tax recap sheet. 

 
 
Conclusion 
 
The needs of the District are greater than seen in recent years.  Most of the excess need is 
driven by mandated special education costs of which the District has minimal control. This 
item has been well managed by the District over more than a decade, but is a budget-buster 
for the first time in that span. 
 
During the economic crisis the District made minimal requests of the Towns, while still 
maintaining its fiscal health.  That period allowed the Towns to improve their own 
standing.   The Towns are now in a position to help the District meet these present 
challenges. 
 
The District has been responsive to suggestions from the Finance Committees and 
Selectmen that have requested more reserves be spent.  The District in fact did spend the 
entire statutory reserve fund, and by the end of this fiscal year will have spent the large 
majority of the school choice revolving fund.  The District continues to spend nearly 50% of 
its E&D account, but believes it not prudent to exceed that amount, nor does it provide any 
true assessment relief to the Towns.  
 
The District will continue to work cooperatively with the Towns to assure the fiscal health 
of all entities.  However, in FY 2016 the budget requested is what is needed and what is 
affordable. 
 
 
 


