A regular meeting of the Board of Aldermen was held Tuesday, April 14, 2009, at 7:30 p.m. in the
Aldermanic Chamber.

President Steven A. Bolton presided; City Clerk Paul R. Bergeron recorded.

Prayer was offered by City Clerk Paul R. Bergeron; Alderman Paul M. Chasse, Jr. led in the Pledge
to the Flag.

The roll call was taken with 13 members of the Board of Aldermen present; Alderman-at-Large Brian S.
McCarthy was recorded absent. Alderman Cox arrived after the roll call was taken.

President Bolton

Alderman McCarthy is traveling out of state. Alderman Cox expects to be able to join us later. He is
attending a wake presently.

Her Honor Mayor Donnalee Lozeau and Corporation Counsel James M. McNamee were also in
attendance.

Ordinarily at this point | would inquire of the Mayor if she wished to address the Board, but the Mayor
has informed me that her remarks this evening are quite lengthy, and has suggested we may wish to
go on to the recognition resolution before her remarks. Unless anyone has any objection to that
procedure, we will proceed right on to recognition at this time and come back to the Mayor a little
later.

RECOGNITION PERIOD

R-09-178
Endorsers: Mayor Donnalee Lozeau
Board of Aldermen
HONORING THE NEW HAMPSHIRE GATEWAY CHAPTER OF THE
AMERICAN RED CROSS
Given its first reading;

MOTION BY ALDERMAN TAMPOSI THAT THE RULES BE SO FAR SUSPENDED
AS TO ALLOW FOR THE SECOND READING OF R-09-178
MOTION CARRIED

Resolution R-09-178 given its second reading;

MOTION BY ALDERMAN TAMPOSI! FOR FINAL PASSAGE OF R-09-178
MOTION CARRIED

Resolution R-09-178 declared duly adopted.

REMARKS BY THE MAYOR

Mavyor Lozeau

Thank you Mr. President. This evening | will keep my remarks to the budget that you have on your
desk this evening for FY10. If | could begin tonight with a little snapshot of the state of the local
economy, unemployment; in my February State-of-the-City address, | was able to say that Nashua's
unemployment rate was lower than both the state and the nation. As of today Nashua’s
unemployment rate is 6.5%, which doesn'’t beat the state’s rate, but remains lower than the national
average of 8.1%. With regard to housing, there is significantly less new construction and growth.
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The median purchase price of primary homes in Nashua dropped 5.5% from 2007 to 2008, which
are the latest figures that we have. However, the last quarter of 2008 showed a small increase in
housing sales for New Hampshire overall.

The value of construction dropped 10.85% or $10.5 Million from calendar 2007 to 2008. The number
of new residents fell from 89 to 59 over the same time period. Foreclosures are happening at a rate
we have not seen since the late 1980’s. Monthly median gross rental cost (including utilities) for 2
bedroom units in Hillsborough County for 2008 was the second highest in the State at $1,082. The
cost for Nashua was $1,085. A three-person household in Nashua earning 50% of the median
income could afford based on that income, a rent of $1,012.

The CPI -U Northeast, the following increases and decrease are over the previous 12-month period:
first, the total of all items was up .7% over the prior year. The energy index, which reflects prices for
gasoline and household fuels, was .6% lower due to changes in price of gasoline prices being down
36.1%, more good news, electricity is up 4.7%, and utility gas service up 5.2%. Food increased
4.9%. The FY10 spending cap is 3.4% calculated using the CPI-U Northeast Index.

The FY09 budget recap would have us tell you that the budget came in under the 3.3% Spending
Cap, which you knew. You will recall last year when | presented my budget in March, | explained
that we anticipated the impact on the tax rate to be an increase of less than 3%, and mid-way
through the budget process we revised our expectation to be closer to 2.5%, and then when the
budget was adopted my letter enclosed with it again revised the tax increase to be 2%. In the final
analysis, we actually saw an increase of less than 1%. Specifically it was .8%.

With the exception of the State Adequacy Grant, actual revenues to date are less than anticipated.
This year's State Adequacy Grant has exceeded our revenue estimate by $4.7 million. As we
predicted last year, we continue to expect lower returns going forward with low Fed rates, we are
monitoring areas of motor vehicles, interest income, and parking tickets, all are impacted

by the economy and may be less than anticipated. Solid waste revenues have suffered from
reduced revenue from tipping fees and declining recycling sales. The practice of budgeting
revenues conservatively, however, should again be beneficial at year-end.

Expenditures are a bit more of a challenge at this point. We are still working on the year-end
projections and believe we will come close to the budget with little surplus. As you know, this winter
was another difficult storm season, fuel costs were high and we had a devastating ice storm, so we
know that public works numbers will reflect these hurdles. | should mention that 75% of the ice
storm costs will be reimbursed by FEMA, but we are not likely to receive them prior to the end of
FY09. With this in mind it is my intent to propose that these FEMA funds be appropriated to
replenish the trust fund when received.

The FY 10 budget; this budget was created with a solid year under my belt. It continues to follow the
improved budget format from last year. We received positive feedback on the addition last year of
the direct cost summary for benefits in each department and division and you'll again find it in this
year’s budget. This year, after significant work, we were able to include the Special Revenue Funds
in the budget. Like last year my thanks go out to Rose Evans and Mike Roy for their efforts in
helping me in my quest for transparency in financial reporting.

We have also added in the supplemental section budgets from Transit, Urban Programs

and Lead Paint. We hope next year to format them in line with the rest of the budget. Many thanks
to all the Finance Team members along with individuals in various divisions that worked diligently to
get the budget to me in a timely fashion.
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The Mayoral Parameter and Guidelines for FY10; | know you have all heard that | requested 1% for
all divisions. This request was based on many factors, including, increased pension costs,
decreasing revenues, along with anticipated declines in the coming year's assessed valuation. In
addition, we understood that the State was struggling with budget and other financial issues that
would potentially impact municipalities. But the most significant driver of my departmental request
was the difficult economic times faced by our residents and our business community. Despite

these economic ups and downs, | remain committed to stabilizing taxes. It is imperative that this
happen while maintaining city services and investing in our infrastructure. The Spending Cap for this
year, as | said, is 3.4%, but it is important to note this is a three-year average as required by
ordinance.

The budget process; this year like last year | formed a budget team, and this year | am pleased to
tell you that Carol Anderson, our former CFO, volunteered her time to work with Michael Gilbar and
myself creating this year’s budget. We met with division and department heads, boards and
commissions to review revenue estimates and budget detail. Commissioners, directors and trustees
worked hard with me to meet my parameters. Their cooperation was much appreciated.

After careful consideration and review, | am supporting school, police and fire coming in at 1.5%.
The oversight boards of these departments made compelling arguments for their

respective budgets, and while in spite of this | could have held them to the 1%, | am confident

that my decision to work with them brought a value that outweighs the cost of that additional .5%. |
see many of them are here tonight. Thank you.

Let me share some highlights of actions taken in this budget. Under police, the department made
cuts from a number of line items both personnel and non-personnel. Capital outlay for vehicles and
laptops of $426,000 was allowed to re-establish a base in the operating budget for a regular
replacement cycle. This was the problem that we addressed last year with a one-time transfer of
funds, but knew we would have to put it back into the operating budget. You will see a Mayor’s cut
of $200,000 in overtime; this and all other cuts were the result of the department working with me to
achieve the goal of 1.5%.

Under Public Works — Parking, | am looking at reorganizing the management of the parking
operation to address concerns about the maintenance of the parking garages on Elm and High
Streets. R-08-63 relative to bonding for city facilities includes renovation of those garages. | have
also included funds in the budget to increase staff to adequately maintain the garages once | have
restructured the operation.

Under Public Works-Wastewater, this budget reflects recommendations from the rate study for an
overall revenue increase of 15%, which includes debt financing for our two largest CSOs. This
proposed increase results in a cost of approximately $40.00 per year for those serviced

by this system.

Under Fire, a new fire truck remains in the budget with supplemental funding from CERF in

order to maintain their replacement schedule. The FY09 budget funded their deferred maintenance
at $100,000. Rather than remove capital equipment costs from the operating budget base to meet
the 1.5% budget request; we propose budgeting this year's deferred maintenance at $75,000.

Under Human Resources, this became a division last year with the re-organizational changes that
were made to the former Administrative Services Division. The responsibility of the management of
employees benefits was added. Health insurance FYQ9 reflects a projected claims decrease of 4%
(corrected from remarks at the BOA on April 14, 2009). Because IBNR remains funded at 100%
there was no need to replenish this account in the FY10 budget. We have also added an entry level
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position to help with the large volume of clerical work. This also allows us to dedicate current staff to
more analysis and tighter management of that fund.

Under Information Technology, the proposed budget maintains the level of funding needed for a 5
year replacement cycle of computers going forward. It also includes additional software

licensing costs. We have also proposed changing the webmaster from part-time to full-time in an
effort to keep our website updated.

Under Economic Development, after several months on the job, the new Director has presented a
budget more reflective of where he believes his resources should be allocated. His ability to
focus on job retention and growth is more critical than ever in these challenging times.

Under School, first, I'd like to take a moment and thank the School Board, Superintendent Hottel
and COO Mealey for giving me the opportunity to attend their meetings and work toward finding a
way to balance their commitment to the school district and my city-wide perspective of all the
competing needs to find some middle ground. This willingness to work together fostered the
opportunity for both of us to know where cuts would be made to achieve the goal of 1.5.

You will find these reductions on the Mayoral adjustment lines. There is a significant increase to
overall general contingency as part of my plan to position the City to take advantage of pending
initiatives including; the Enterprise Resource Planning often referred to as ERP, relocation of the
Public Health Division, and/or local matching funds for federal dollars for buildings, energy projects
or vehicles.

We currently have one multi-year contract that expired in FY06 out of our union contracts that
remains unresolved and 6 contracts that will expire at the end of FY09. Contingency for negotiations
includes funds for a resolution of these contracts that will hopefully demonstrate an understanding

of our difficult economic times.

Under Capital Improvement Projects, you will see funding for; $1.5 million for paving and $100,000
for sidewalk projects, $600,000 for school and $75,000 for fire for deferred maintenance projects,
$52,650 for the Manchester St. Bridge replacement, $50,000 for brook drainage problems on
Northeastern Blvd., $87,000 for Rotary Pool surface repairs, $75,000 for fire alarm upgrade at the
Library, $125,000 for document management equipment, $25,000 for repair of the HVAC system at
DPW building, and $70,000 for portable classrooms. We have also included the Wastewater capital
improvements inclusive of the remaining CSO projects.

There are challenges being faced in the FY10 budget, which | know are no surprise to you. As |
indicated in my remarks, one remaining expired labor contract and six that will expire on

June 30", Potential cuts in the state budget, which may include: a $2.5 million loss in revenue
sharing and additional costs of about $643,000 if the states share of retirement costs is reduced
from

35% to 30%. Additional cost consequences of the so called “spiking charge” related to excess
benefits paid upon retirement that passed in the final days of the last legislative session that is again
being debated.

The Capital Equipment Reserve Fund, also known as CERF, continues to be under-funded. Several
projects may require debt financing including the Broad Street Parkway, Wastewater CSO, City Hall
and other administration buildings, parking garages, School HVAC and the ERP. While you have
heard a great deal about most of these needs, | wanted you to be aware that we are hopeful to bring
you more information regarding ERP in May or June. As you know a good capital improvement
plan not only includes an assessment and analysis of capital needs, but also the means to fund the
projects whether it is by bonds, reserves or operating budget outlay. These projects are significant

























































