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CONSTRAINTS OF PROPOSITION 2 ½ 

•Proposition 2 ½ limits the annual growth of property 
taxes, the Town’s primary source of revenue, to 2 ½ %.

•The 2 ½ % growth is not sufficient to compensate for the 
effects of general inflation, let alone the double-digit 
inflationary environment of the health care industry.

•The only way to grow the property tax base under Prop 2 
½ is “new growth”, which includes new construction and 
substantial rehabilitation of existing properties.
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•91% of all general fund revenues are capped, 
determined by the State, or one-time in 
nature.

  Property Tax
78.8%

All other
9.4%

  State Aid
6.1%

  Free Cash
5.7%

FY25 REVENUES

One-

Capped by Prop 2 1/2

Determined 
by State

CONSTRAINTS OF PROPOSITION 2 ½ 



STRATEGIC ACTIONS

•Efficiencies & Expense Control

•Revenue Enhancement

•Economic Development



STRATEGIC ACTIONS – EFFICIENCIES & 
EXPENSE CONTROL

•Multi-year contracts for electricity and solid waste

•Strict position control

•Investment in technology and energy efficiency 

•Strategic use of ARPA funds to support departmental 
operations, limiting recurring expenditures



LONG RANGE FORECAST
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CAUSES OF PROJECTED DEFICITS - 
EXPENDITURES

•Health Insurance costs are escalating annually at double-
digit rates

•Special Education continues to consume most of the 
School Department’s annual growth

•Utility costs continue to escalate
•Collective Bargaining agreements are necessary to remain 
competitive and protect the Town’s employees against the 
effects of inflation

•New and more expensive services contracts, particularly 
for sanitation
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BENEFITS – Group Health
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ANNUAL INCREASE IN BENEFITS
• The annual increase in appropriations for Pensions and Health Insurance is 

absorbing much of the annual 2 ½% increase in Prop Taxes
• Doesn’t account for other increases, such as OPEB’s
• Figures assume 12% in FY26, and average 8.5% out- years Heath Insurance cost

2026 2027 2028 2029 2030

100.0%

90.0%

80.0%

70.0%

60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

0.0%

Group health and Pension Remaining funding from Prop 2.5% Increase

Run off from 
pension funding 
– can be used 
for unfunded 
OPEB liability 



WHY ECONOMIC DEVELOPMENT?

• As previously shown, the only way to increase the Town’s property tax base is 
through “New Growth”

• New Growth comes from new development and substantial rehabilitation of 
existing property

• Since FY20, $18.9M of New Growth has been added to the tax levy
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Composition of New Growth Added to 
Levy
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