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Introduction

This is the fifth report prepared by the Devens Economic Analysis Team (DEAT) on the
economic condition at Devens. The reports have used actual property tax assessments
along with modeled municipal expenses to analyze the economic viability of Harvard
resuming jurisdiction over the portions of Devens that lie within its historic town
boundaries. All of the income and expense analysis in this report relate only to that
portion of Devens within the historic town boundaries.

Scope of Work

The Harvard Board of Selectmen charged the DEAT with analyzing Devens finances,
analyzing the financial impact of current commercial tax policies at Devens, determining
whether commercial and industrial development at Devens can benefit Harvard and the
region, examining the financial impact of the educational agreement between Harvard
and Mass Development for the education of students who live in Devens, defining
regional opportunities for municipal services between Devens and the host
communities, and identifying the financial impact of proposed changes to the Devens
Reuse Plan, zoning, or by-laws.

History of DEAT Activities

In our Vicksburg Square Report (issued September 2011), we analyzed the financial
impact of a proposal for housing at Vicksburg Square. The voters ultimately rejected this
proposal.

We presented an update of our work to Annual Town Meeting in April 2012. We
previewed the conclusions that would appear in our Annual Report for 2012, as noted in
the next item.

In our Annual Report for 2012 (issued October 2012), we analyzed Devens finances and
introduced a model for estimating municipal operating expenses. We also summarized
the current state of municipal regionalization efforts and suggested several additional
opportunities for further municipal regionalization. We compared the task of managing
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the Devens Industrial Park to other nearby industrial parks, and noted that a small, 2-
to-3 person staff could manage the day-to-day operations. We summarized the
operation of Devens Utilities, described the competitive advantage and financial benefit
that it provides to Devens, and recommended that the Towns ask Mass Development to
conduct and open and transparent process for the disposition of Devens Utilities. We
also summarized the operation of the Devens Department of Public Works.

In our Annual Report for 2013 (issued March 2014), we updated our model for
estimating municipal operating expenses and noted that the projected operating deficit
had remained fairly constant, despite the ongoing recession. For the first time, we
estimated the revenues that could be expected from non-tax sources. We documented
two fundamental questions that we had posted to MassDevelopment, on the need to
have an open and transparent disposition process, and on the need to have clear criteria
for declaring that its redevelopment work is finished.

This document is our Annual Report for 2014 (issued October 2015). We focus on
Devens tax revenues and operating expenses, the impact of commercial development on
tax revenues, and projects the impact of Devens finances on the a hypothetical
resumption of jurisdiction of Harvard over its historic portions of Devens.

Summary of Current Financial Status

As shown in Exhibit B, the gap between income and expense of a recombined Harvard
and Devens has diminished over the last 5 years. An operating deficit remains through
FY 2015 assuming all property at Devens is taxed using the Harvard single tax rate. The
split tax rate currently used at Devens eliminates the shortfall.

The data supplied with this report supports the premise that the economic viability of
Devens is no longer an uncertainty. We have consistently used conservative
assumptions in our models and thus have a high degree of confidence in this prediction.
The only uncertainty is determining exactly when economic viability will happen, as the
timing is dependent upon local, state, and national economic conditions.

Devens Property Assessments and Projected Deficit

Exhibit A shows the history of property assessments in Harvard and Devens since
FY2010. The effects of the recession of 2008 begin to show up in declining property
values by FY 2012. Despite several significant business downturns at Devens; most
notably the bankruptcy of Evergreen Solar, the general decline in value was
approximately 20%; less than the larger regional market, and values have been
recovering for the past three years. Considering that this recession was the worst
economic decline since the Great Depression, it is worth noting the resilience of the
businesses at Devens, due, in part, to their diverse nature.



Potential for Economic Growth

This report discusses three areas of economic growth that have the realistic potential to
bring the full 8 million square feet of development envisioned by the Reuse Plan. Those
areas are:

o Development Sites for Sale — Exhibit C
o Development Sites Pending for Sale — Exhibit D
o Sold Sites with Planned Development Potential — Exhibit E

Three quarters of the development at Devens has occurred on land still recordable as
being in the Town of Harvard, and all of the developments sites contained in the
exhibits to this report are within the historic Harvard boundaries.

We believe that it is realistic to expect development to occur on many of the sites shown
in Exhibits C, D, and E, all of which are appropriately zoned and most of which are pad
ready. In fact, the DEC has already issued permits for significant development and
construction is underway on at least three of those sites.

Effect of TIFs on Property Tax Receipts

In addition to the development potential shown in the exhibits, the maturing of the
Bristol Myers Squibb tax agreement (known as a TIF, for Tax Increment Financing)
adds significant value to the tax base each year for the next 14 years. As Exhibit C shows,
beginning in FY 2015 (July 2014 to June 2015) the percentage of taxable building value
begins to steadily increase. Over the next five years of the agreement, yearly tax
revenues (based on Harvard’s tax rate) will increase to $750,000 and continue to grow
until they reach over $1.6 million dollars in FY 2029.

Devens Utilities

As for the capital budget, the DEAT has previously proposed (in our Report of March,
2014) the creation of a municipal super utility to manage electric power, natural gas
distribution, fresh water and waste water, as well as storm water, and possibly
telecommunications. This could serve to ensure that future funding is in place as the
existing utility infrastructure depreciates. MassDevelopment has structured and
operated its Utility Department in a manner as to make its transformation into a
municipal utility feasible.

There are other significant municipal capital items that we have not studied, but which
will need to be assessed as a part of any realistic analysis. These include the municipal
buildings, roads, green spaces, recreation areas, and other public places. While many of
these items are fairly new, and thus at an early stage in their usable lifecycle,
nonetheless, a plan must be created to tackle renewal of them as they age.



Other Issues

All this is not to suggest that there are no other issues to be addressed. Some of those
issues are not economic, most are a combination of social and cultural issues with an
economic component. The work of the DEAT has always been limited to economic
issues. The hope has been that the reports will serve to take the economic concerns off
the table and in this way allow a more fruitful debate to take place on the merits of those
other issues that affect “the character of the Town.”

FY2015 Projected Municipal Income and Expense

The analysis projects a deficit of approximately $468,000 (Exhibit B) using the current
Harvard single tax rate. While this is not an insignificant number, taken in the context
the potential growth in assessed valuation that amount will continue to fall. Since the
first properties began generating tax revenue, Devens has added an average of
approximately $12.3 million in value annually which would yield over $200,000 in tax
revenue using the current Harvard Tax rate. Nearly 75% of all current value at Devens is
within the historic Harvard Town boundaries. An even higher percentage of future
development is within the Harvard sector.

Together with the maturation of the TIFs that are in place, we believe it is reasonable to
project that the operating deficit will continue decline over the next few years even with
the conservative methodologies used throughout this report.

Analysis of Development Potential

All of the exhibits are sourced from the Devens Assessor’s records and various reports
and public information prepared by MassDevelopment. While some of the source
documents are several years old, updating them would likely produce more favorable
economic projections, due to the recovery of the overall economy. Mass Development
determined the development potential of each parcel using past experience and actual
site characteristics. In every instance the development potential is less than that allowed
by existing zoning; in some cases significantly less.

The follow conservative assessed values metrics have been used in every chart:

Land: $75,000 per acre
Building Value: $50.00 per square foot
Tax Rate: $17.79 per thousand (Harvard’s current tax rate)



Parcels Currently on Market

Exhibit C shows 11 parcels of land deeded in Harvard which are currently being
marketed by MassDevelopment. They range in size from 2 acres to over 22 acres and
have the development potential of 1.3 million square feet.

Sites to be Prepared for Market

Exhibit D shows parcels that are not for sale, due to various reasons. They are zoned for
development but are not ready for sale. The reasons may be strategic, related to
infrastructure needs, or some sites may require other improvements to make them pad
ready. The parcels, which may include existing buildings, range in size from 1.3 acres to
87.1 acres and represent over 1.5 million square feet of development.

Expansion on Sold Parcels

Exhibit E shows parcels that have already been sold and which include additional land
planned for future expansion. The most notable example is the land sold to Bristol
Myers Squibb which is presently undergoing such an expansion. The total expansion,
some of which is underway but not yet assessed for taxation is over 1.6 million square
feet.

Other Issues to be Studied Not Exclusively Economic
o Public Education

Police and Fire Contracts

Permitting/DEC

Vicksburg Square

Managing Open Space and Recreational assets

Access

Special Needs /Affordable Housing

Split Tax Rat

Impact on the nature of local government

© 0O 0 0 0O 0 0 0

Conclusion

With this report the DEAT has concluded its assigned task. Going forward the
Selectmen should request an annual report from the Devens Assessor on changes to
property valuations focused on new growth.

The analysis herein shows that Devens would be economically sustainable as part of the
Town of Harvard should that be the preference of the Town, and that Devens has
considerable additional economic potential. The report also shows that by extension



MassDevelopment has considerable work yet to be undertaken, primarily in the area of
land sales and tasks associated with those land sales.

The DEAT hopes that there will be consensus on the larger economic issue based on
these findings and further hopes that the Town will begin a comprehensive planning
process, with assistance from professional planning consultants, that will address all
other issues so that the Town can come together on a vision for the future of Devens.

Similarly, Ayer, Shirley and MassDevelopment, including Devens residents should plan
for and reach consensus on what serves their individual best interests. Only then can
everyone come together for meaningful deliberations on the final disposition of Devens.

While MassDevelopment has much to be done at Devens, someday they will be done and
Harvard should be prepared.

Post Script

This year the MassDevelopment Board will meet at Devens in November. In 2013 when
the Board came to Devens the DEAT on behalf of the town offered these comments:

e Given the importance of managing and maintaining the Utility systems at Devens
successfully for the long term, MassDevelopment should only undertake changes
in the current operation with complete public transparency.

e While the conclusion of the Devens redevelopment project is many years away,
MassDevelopment should establish and make known its criteria for substantial
completion.
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