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Part I – Executive Summary 

 

A. Introduction  

 The Transition Team believes that you, as our Mayor, are taking office at a 

critical juncture for the future of our city’s long-term wellbeing. The City of Fall 

River is currently in a state of fiscal instability. Putting the City on sound financial 

footing cannot be done without significant policy changes and a new approach to 

the budgeting of the City’s funds. The kinds of changes that must be made in Fall 

River will take time, and they will require a substantial effort across the board – 

both inside and outside City government. However, a great number of the 

problems facing Fall River can be corrected by strong leadership and meaningful 

coalition-building going forward. The Mayor, above all, needs to be frank with the 

citizens of Fall River at this time:  

 clearly articulate that Fall River has been living beyond its fiscal means,  

 indicate the magnitude of its financial challenges,  

 prepare the citizens of Fall River and both past and present employees of the 

City government for the shared sacrifices that gradually will be required to 

return the City’s finances to a healthy state, and  

 plot a decisive course and vision for a positive, sustainable, responsible, and 

balanced future. 

 Living beyond our means, years of spending more money than the City 

brings in, has resulted in an unstable situation in which our essential reserve funds 

are almost completely depleted. This came about because budgets were passed in 

which expenses exceeded the City’s recurring revenues (including property taxes, 

state aid, auto excise taxes, charges for permits and licenses, and interest/penalties 

on taxes). When this took place, city management chose to pay its bills using 

unreliable one-time revenues, which consist of money from the following sources: 

 Stabilization Fund  

o The City’s overall reserve account, which carries over from year to year 
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 Building Sales Fund 

o From the recent sale of school and municipal buildings.  

 Overlay Surpluses 

o Funds that remain in a reserve account after uncollectable taxes, tax 

exemptions (for veterans, seniors, etc.), and tax abatements have been 

accounted for. 

 Free Cash 

o Unrestricted funds that remain in reserve from the operations of the 

previous fiscal year. 

 

 These one-time resources should only be used as an extraordinary, 

temporary measure while a viable long-term plan is implemented. This year alone, 

$4.3 million of one-time money was used to close a structural deficit in the FY 

2015 budget. This is not sustainable. The City’s independent, external auditors –  

the firm of Clifton Larsen Allen, who recently spoke before the City Council –  

have noted that our net financial position has deteriorated, and continuing down the 

same path will put the City at a serious fiscal risk similar to that confronted by 

Springfield and Chelsea in the past.  

 Mayor Sutter, you need to engage in meaningful, honest communication 

with the City Council, School Committee, City employees, and the public to bring 

about the kinds of changes our City needs. For example, when re-evaluating the 

Sanitation Fund with the goal of making it self-sufficient, you must solicit input 

from the Council and citizens in order to build essential support from the 

community before going forward with any new or updated system. In your 

campaign and in your inaugural address, you spoke of starting a new era of 

cooperation with the City Council and School Committee, and the Transition Team 

agrees that creating such a partnership – coupled with an openness with the public 

regarding the City’s finances, beginning with the publication of this document – 

will be essential to the City.  
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B. Overview 

 In the current budget, for Fiscal Year 2015, the City’s expenses total $276.4 

million. However, the City only raised $272.1 million in recurring revenues for FY 

2015. This imbalance created a $4.3 million deficit that had to be filled with one-

time money. One-time money is meant to be used for only two purposes: covering 

one-time expenses (such as disaster responses and land purchases) and building up 

a city’s reserves so that it can have a comfortable rainy-day, emergency account. 

Because one-time resources have been used consistently to fund the operating 

budget, our reserves have dwindled every year. Ideally, a fiscally sound city the 

size of Fall River should have enough reserves to cover two months’ worth of 

expenses – or one month at the very least. For Fall River, that would mean having 

roughly $24 to $48 million set aside. We currently have less than $500,000 in 

reserves, which is only 1% to 2% of that. To stress the seriousness of this 

condition, the Transition Team invites comparisons between Fall River and other 

similarly situated Massachusetts cities:   

 

City         Operating Budget           Available Resources  

Lowell  $364.1 million         $25,455,413          

New Bedford $320.7 million         $25,080,570           

Lynn   $307.3 million         $14,170,553        

Lawrence            $288.8 million     $10,978,965  

Taunton           $205.0 million         $14,555,286  

 

Fall River        $276.4 million (as of 7/1/14) $     499,598 (as of 2/20/15)  

 

  

 Every mayor, regardless of the city he or she represents, is forced to make 

difficult decisions when budgeting city funds for the new fiscal year. Properly 

balancing a budget – either by reducing current expenses, increasing current 

revenues, or both – requires a mayor to make hard choices that will inevitably 

leave certain constituencies dissatisfied. Your Administration will be tasked with 

negotiating nine new collective bargaining agreements, which have the potential to 

be politically contentious. When making these difficult decisions, it is critical that 

you are regularly consulting with the Financial Team and department heads and 
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making sure that your decisions are influenced solely by what is best for the City – 

not what is politically expedient. Seek input from the individuals who have the 

most hands-on knowledge of the City’s finances and operations, and make sure 

that the long-term implications of the collective bargaining agreements and 

concessions are carefully considered. You will need to take into consideration that 

staffing throughout City government is currently at an unsustainable level. This 

pattern of staffing our City government beyond what our city can afford has caused 

reserves to dry up. It falls on you and your Administration to fundamentally 

restructure and, ultimately, create an affordable staffing level so that our City has a 

government it can realistically pay for going forward.  

 The longer the City goes without changing its approach to budgeting, the 

harder it is going to be to return Fall River to a state of stability. But before looking 

ahead to FY 2016 and beyond, it is important to analyze our current budget 

closely: 
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  Projected Expenses at Start of FY 2015: 
 

 Water, Sewer, Sanitation, and  

Emergency Medical Services Enterprise Funds....…….. $ 33.7 million 

o This does not include $2.1 million in pension costs,  

$1.5 million in employee benefits, and $3.3 million in  

administrative overhead included below in the General Fund 

  

 General Fund Budget……………………………….….. $224.8 million 

o Education ($100.7 million) 

o Fixed costs of debt service ($10.1 million) 

 Payment of interest and principal on bonds 

o Employee benefits/insurance ($58.7 million)  

o All other services, including: 

 Police ($20.1 million)  

 Fire ($14.7 million)  

 Community Maintenance ($8.1 million)  

 All other departments/expenses ($12.4 million) 

 

 County and State assessments and charges, regional  

transportation, and charter school tuition assessments… $ 13.5 million 

 

 Money reserved for veterans/senior tax exemptions,  

tax evaluation abatements, and uncollectable bills…….. $   1.0 million 

 

 Snow removal deficit……………………………........... $   1.9 million 

 

 Sanitation Fund subsidy…………………………. …….. $   1.5 million 

 

                                 Total: $276.4 million 

.  

  

 

 

 

 



6 
 

 

 

Projected Revenues at Start of FY 2015: 

 

 State aid…………………………………………........... $130.8 million 

 

 Taxes…………………………………………………... $  86.4 million 

o Real estate ($81.0 million) 

o Personal property ($5.4 million) 

 

 Excise taxes..……………………………….………….. $    7.2 million 

o Includes Auto, Boat, and Meal & Room taxes  

 

 Local receipts…………………………………………... $    8.3 million 

o Includes penalties/interest on taxes, fees,  

 licenses & permits, fines, Medicaid reimbursements,  

    and miscellaneous revenues  

 

 Revenue from enterprise funds………………………… $  39.0 million 

 

 Other available funds………………………….....…….. $    0.4 million 

o Includes Community Development grant  

and library receipts  

 

                                                     Total: $272.1 million  

 

 

 

One-time Revenues Built into FY 2015 Budget:         Total: $     4.3 million 
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 Of the $4,278,436 of one-time funds used to close the FY 2015 deficit, 

$3,203,500 million came out of the City’s stabilization fund; $600,000 came from 

the sale of municipal buildings; $109,943 came from overlay surplus reserve; and 

$364,993 was free cash. To get a sense of how substantial that is within the budget, 

consider that the non-school spending, discretionary part of the budget has only 

$44.4 million in salaries. This is the portion of the budget that is available after 

satisfying state mandated minimum levels of net school spending (under Chapter 

70) and considering fixed costs of debt service, employee benefits, and other 

insurance. See below:  

  . 

Total Non-School Salaries 

 Police       $19.1 million for 261 positions 

(43% of salaries) 

 Fire      $14.1 million for 180 positions 

(32% of salaries) 

 City Hall      $  6.4 million for 114 positions 

(14% of total City salaries) 

 Community Maintenance    $  4.8 million for 104 positions 

(11% of salaries) 

Total: $44.4 million 

 

 The $4.3 million deficit is problematic enough on its own, but that number 

actually grew as the year went on. Due to unforeseen expenses and departments 

exceeding their budgeted overtime levels, $5.4 million worth of one-time funds 

have already been allocated this fiscal year (as of 2/1/15). Some department heads 

have not been held accountable for their spending in recent years, and after the 

Transition Team completed its review of every department, we concluded that it is 

imperative that you hold department heads much more accountable to prevent 

over-spending. For example, in FY 2015, the Fire Department spent their entire 

overtime budget by September 5
th

 – less than a quarter of the way through the 

fiscal year. But unfunded overtime was by no means unique to the Fire 
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Department; far exceeding overtime budgets in the first half of this fiscal year 

became the standard for a number of departments.  

 By looking at the spending of one-time funds in the last four budgets, it is 

clear that the current practice of permitting unsustainable excesses is nothing new: 

 

Budgeted One-Time Expenditures, FY 2012-FY 2015 

 

 FY 2012 - $   928,000 

 FY 2013 - $4,427,284 

 FY 2014 - $3,740,004 

 FY 2015 - $5,441,044 (as of 2/1/15) 

FY12-15 total  - $14,536,332 

 

  

 The credit rating agency Moody’s Investor Services released a report last 

month titled: “New Issue: Moody’s revises Fall River, MA’s outlook to negative.” 

Last year, Moody’s downgraded the City’s bond rating from an A1 rating to an A2. 

This year, Moody’s repeated the A2 rating but assigned us a negative outlook, 

highlighting Fall River’s need to: 

 

 address balanced operations, without use of one-time injections of free cash, 

stabilization funds, and other available reserves; 

 create multiple years of budget surpluses and direct them to increasing 

reserves; 

 monitor and ensure that FY 2015 does not end with an operating deficit; and 

 grow the tax base valuation. 

 

 In its section, entitled “Financial Operations and Position,” Moody’s 

documents the fundamental structural imbalance in the FY 2013, FY 2014, and FY 

2015 budgets.  They acknowledge that, although there have been marginal 

improvements made in the last year (reduction in the Sanitation Fund subsidy due 

to the “Pay-As-You-Throw” system), the City still urgently needs to balance its 

revenues and expenses. The section concludes: 

“While the current fiscal year budgeted operations are more 

structurally balanced, the city will continue to be challenged through 
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fiscal 2016… The city’s ability to fully implement balanced operations 

without the use of free cash and produce an annual operating surplus 

will be key rating factors in future reviews.” 

 Action must be taken soon to improve in the areas identified by Moody’s, or 

else the City runs the risk of seeing its bond rating downgraded further. Another 

downgrade would mean that the City could jeopardize its ability to use the state’s 

bond rating when going to the bond market, which means it will cost the City more 

money to make crucial capital improvements. Also, if Fall River’s rating is 

downgraded again, it could affect the attractiveness of the City to potential new 

businesses. The negative outlook we were assigned this year by Moody’s indicates 

that they see Fall River heading down an unsafe path, and it will be your 

responsibility as Mayor to change the course.  

 This will by no means be a simple task, especially with the constraints 

limiting revenue increases. Since Proposition 2 ½ was passed by referendum in 

1980 and signed into law in 1982, the state has mandated that municipalities 

cannot raise taxes by more than 2.5% in a year, plus new growth. Considering that 

the State sets net school spending requirements higher every year, almost all newly 

generated tax revenue ends up funding additional education costs. Costs in our 

pension system for all retired City employees also increase by $1.6 million per 

year, and health insurance costs for current employees and retirees are projected to 

increase $2 million to $3 million in FY 2016. Consequently, taxing alone will not 

solve our fiscal problems. 

 The inability to raise new revenues is only made worse by the City’s 

difficulty in collecting monies rightfully owed to the City. In the Transition Team’s 

research, we identified $7.6 million in uncollected real estate tax bills and $0.9 

million in uncollected personal property taxes. Although some of these bills will be 

difficult to collect, with some of them dating back as far as the 1990’s, your 

Administration should develop a plan to systematically bring in as much of that 

money as possible. The top 100 real estate delinquents owe a total of $4.97 million 

between them, and that is a substantial amount of money in our current financial 

condition. Adding this money to the City’s reserves would be an important first 

step towards building up a secure rainy-day fund (i.e. through the stabilization 

account). 
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 With respect to fines, permits, and licenses, revenue has not kept pace with 

expenses for the City of Fall River. With only minor raises in some fees over the 

last six years, this revenue has not kept up with inflation over the years and does 

not cover the costs of administration. By raising late tax payment penalties and fair 

user charges for services just 15%, our analysis suggests that the City would see a 

$1.2 million increase in revenue in the first year. This may sound like a nickel-and-

dime approach that does not address the large-scale budget issues, but attention to 

small details like these will contribute to cost-saving and revenue-generating 

actions that will add up quickly. 

 The City has also lagged behind in preparing for adjustments to inflation and 

other growing costs. For example, the City under-budgets for its snow removal 

operation every year by only providing $526,243 for it in the General Fund. In our 

study, the Transition Team found that the City spent $1.8 million on average for 

snow removal per year over the last five years. This year’s operation is already 

over 400% of what was budgeted, over $2.5 million (as of 3/10/15). Further, we 

understand that due to fluctuation in utility rates, the City will owe roughly 

$400,000 to $500,000 more for electricity costs than was budgeted at the start of 

the fiscal year. Because the possibility of a spike in utility rates was not adequately 

taken into consideration, not enough money was allotted for electricity costs and 

will now have to be taken from other areas in the budget or drawn out of our 

limited reserves to cover it.  

 Similarly, departments drastically overspend their overtime allotments and 

then, for some reason, receive the same initial allotment the next year. One of two 

things must take place in situations like these: 

 More realistic assessments of the costs of operations must be made, and the 

next year’s budget should reflect those reassessments; or 

 Department heads must be held much more accountable and required to stay 

within their budgets. Overspending in these accounts creates far too much 

instability in the budget. 

 Another factor limiting economic recovery outside of the General Fund is 

that the City’s enterprise funds (Water, Sewer, Sanitation, and Emergency Medical 

Services) have not been adequately self-sustaining. These departments are called 

“enterprises” because they are supposed to be run as similarly to private-sector 
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business enterprises as possible. The enterprise funds should be generating enough 

revenue to cover all of their own costs of operations while leaving two months’ 

worth of retained earnings. Retained earnings – which are unused funds left over 

from the previous years’ operations – are meant to be set aside in a reserve account 

to serve as a rainy-day fund for the enterprises. Instead, the Water, Sewer, and 

EMS funds have been relying on the retained earnings of past years just to break 

even, meaning their reserves are dwindling just like the City’s overall reserves are.  

 The use of one-time monies (retained earnings and stabilization fund) within 

the enterprise funds has also been a recurring problem. For FY 2015 alone, the four 

enterprises are using $1,372,083 from retained earnings. Over the last four years, 

the total use of one-time money was $7,961,901 within enterprises, broken down 

as follows: 

 Sewer –    $3,981,733 

 Water  – $1,172,385 

 EMS –   $1,172,385  

 Sanitation –  $   866,447 

 What is even more concerning is that the Sanitation enterprise fund cannot 

sustain itself even while dipping into its retained earnings, requiring an additional 

subsidy from the General Fund to make ends meet. This year, taxes paid by Fall 

River citizens subsidized the Sanitation enterprise account for $1.5 million; in the 

last three years, taxpayers have contributed as much as $5.5 million annually, and 

from FY 2012 to FY 2015 have provided $17,532,679 as a General Fund subsidy.  

Over the four year period, the enterprise funds’ revenues were $25,494,580 less 

than they needed to be to make the enterprises self-sustaining because rates have 

not kept up with expenses. Taking steps to correct this situation so that rates keep 

pace with expenses is necessary. 

 The Transition Team has identified the enterprise funds’ inability to sustain 

themselves as a key problem to address moving forward. Water, Sewer, and EMS 

are already operating with as nearly a low level of expenses as possible, but the 

budgets of each department should be looked at for any opportunities to increase 

efficiency, and there are surely cost saving measures available within Sanitation. 

Just as fees for licenses and permits need revising to make them catch up with 
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expenses, the rate structures of all four enterprise funds should be revised upward 

to ensure that recurring revenues cover expenses.  
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C. Conclusion 

 The structural changes that need to be made will require a shared sacrifice 

from the community. These changes cannot be made overnight – they should be 

implemented deliberately and collaboratively, with consideration given at all times 

to the seriousness of our current situation and the consequences of each decision. 

For example, you will need to consider: 

 revising staffing to affordable, realistic levels; 

 controlling overtime costs by mandating adherence to established  

budget levels; 

 reviewing salary and non-salary costs within City government; 

 creating greater efficiencies within City government. 

 Mayor Sutter, the Transition Team believes it is imperative that your 

Administration approach the FY 2016 budget by solely focusing on the real 

problems that our City faces, not the political obstacles that will be presenting 

themselves in the coming months. Your Administration will have to make 

decisions that are not politically popular and will require a shared sacrifice within 

our community and government. The City needs a professional restart to get its 

fiscal house in order and make competency, collaboration, and trust the hallmarks 

of your Administration. If City Hall does not control its spending, shake its 

dependence on one-time money, and put sustainable policies in place, the negative 

consequences will be felt in Fall River for many years to come.  

 Although the financial challenges our City faces are daunting, we believe 

that the resiliency of Fall River’s citizens – which has been demonstrated time and 

again over our City’s history – will enable Fall River to overcome our current 

challenges. It is encouraging to remember that just five years ago, our neighboring 

city of Providence was in a situation very similar to ours, but on a larger scale. 

Nevertheless, they have made great progress towards sustainability through a 

combination of strong leadership, consensus-building, and decisive action, and we 

are in a position to do the same. The resources Fall River possesses can make our 

city among the best places to live and do business in the entire Commonwealth, 

and we believe that Fall River can realize that potential with strong, competent 

leadership and an efficient, productive City government. Despite our justifiable 

concerns about the City’s current finances, we on the Transition Team identify 
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ample opportunities for you and your Administration to make significant changes 

and put the City on the right track. 

 

Honorable Robert Correia 
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