BUDGET REVIEW COMMITTEE
JULY 30, 2007

A meeting of the Budget Review Committee was held Monday, July 30, 2007 at 7:07 p.m. in the
Aldermanic Chamber.

Alderman-at-Large David W. Deane, Chair, presided.

Members of Committee present: Alderman-at-Large Fred S. Teeboom, Vice Chair
Alderman-at-Large James R. Tollner
Alderman Mark S. Cookson
Alderman Greg Williams
Alderman Richard P. Flynn
Alderman Daniel L. Richardson

Also in Attendance: Alderman Michael J. Tabacsko
Jim Mealey, Nashua School District
Superintendent Hottel, Nashua School District
Kim Shaw, Board of Education Member
Rick Dowd, Board of Education

COMMUNICATIONS

From: Carol A. Anderson, CFO/Comptroller
Re: Escrow Request: Pennichuck Water Works Fire Protection Rate Increases

MOTION BY ALDERMAN DEANE TO ACCEPT AND PLACE ON FILE
MOTION CARRIED

From: Cindy Bielawski, Accounting/Compliance Manager
Re: FY2008 Escrow Request Revision

MOTION BY ALDERMAN DEANE TO ACCEPT AND PLACE ON FILE
MOTION CARRIED

MOTION BY ALDERMAN DEANE THAT THE RULES BE SO FAR SUSPENDED AS TO
ALLOW FOR THE INTRODUCTION OF A COMMUNICATION RECEIVED AFTER THE
AGENDA WAS PREPARED

MOTION CARRIED

From: Maureen Lemieux, Administrative Services Director
Re: Request of the Tax Rate Projection Sheet

MOTION BY ALDERMAN DEANE TO ACCEPT AND PLACE ON FILE
ON THE QUESTION
Chair Deane

We had requested this through Mrs. Anderson last week. You e-mailed me and sent a copy out
and got it to everybody on the budget committee. Now we have two different sheets.
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Di Lemi

What | did was highlight FY’08 because that’s the year that we are interested in. The sheet that
you have that has 3.0 as a tax rate increase, the assumption on that page is that we have
received and would have used the exact same amount of education funding from the state as we
had in fiscal year ‘07, which was $23,861,884. That number is in the top left corner of the page.
The only thing that is different between the two sheets is on the sheet that shows a 2.25 percent
tax rate increase, the assumption that | made is that when they were talking a few months back
when the governor was saying that we would receive five percent more in education funding than
we did last year. In the discussions that we had with the mayor and many members of the board,
if we were only receiving a five percent increase in our education funding, a lot of us were
assuming that we would put all of that to the tax rate. That five percent of additional funding
would allow the tax rate to be decreased by % of a percent. That’s all that | have prepared and |
did send those to you electronically. Since that point in time, we have been informed that we
supposedly are going to receive the full amount of funding that the Department of Education
projected that we would receive, which is about 32.8 or 32.9. | don’t have the exact number.
This afternoon, Mrs. Anderson and | went on the web site. We weren’t quite sure if they were
funding that number at 100 percent. All we saw on the web site was 31.3.

Mr. Mealey

| received an e-mail directing me to the site. That’s the only information that | have, the 31.3.
Di Lemi

The 31.3 is not the number. We thought we were getting 9 million more than the 23.9. We were
expecting it to be 32.8 — 32.9, something in that range. From the site it looks like it may be 31.3.
It was past five o’clock when Mrs. Anderson and | were looking at those numbers. She is going
to try and call Concord.

The 31.3

Di Lemi

The 31.3 is the FY’08 total aid times a multiplier of .946596522. It looks like they may not be fully
funding the education aid.
It's 94.6 percent.

Alderman Richardson

You seem to allude to the differences between the two sheets. You pointed to the upper left-
hand corner. The upper left-hand corner between the two sheets is identical. Could you
declenate exactly what is different about these two sheets?

Di Lemi

The one that has the 3.0 percentage increase is using the 23.861 for education aid. The sheet
that has a 2 V4 percent increase is using the 25.054. The 25.054 is simply a five percent addition
onto the 23.8.
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Alderman Richardson

Okay. They are both highlighted identically.

Di Lemi

Yes. | realized that after | printed them. | meant to move that highlight.

Alderman Richardson

Where does that appear in the column?

Di Lemi

It is the second item on the revenue section. If you look down at the numbers that are grouped
together pretty much in the middle, the line that says “state adequacy grant” — that’s the line.
Otherwise, the sheets are identical. The difference is % of a percent in the tax rate. $1.6 million
is one percent.

Alderman Richardson

So most likely we're at 31.3?

Di Lemi

That’s what we are guessing. The reason | did not do a scenario that showed 31.3 is because
from any conversations that I've been a part of if we received the 31.3, | haven’t heard anyone

say we should put it all to the tax rate. The mayor will be preparing a resolution for your first
meeting in August with his scenario of what he would like to do.

Chair Deane

I’'m just looking at next year when it goes to the projection of 7.75 percent.

Di Lemi

Yes, but there are some things. We always build conservative estimates forward. We don’t

change those when we’re in a budget process. | did take a look at that today. There are already
a few numbers that we won’t necessary need to the degree that | have in the spreadsheet.

Chair Deane

When you go back to prior year ‘07 and you look at the changes there that weren’t made, the
increase was 5.39.

Alderman Richardson

I would like to ask about the projected health care costs. We were expecting 15 percent this
year. We’re actually looking about six percent?
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Director L emieux

Yes.

Alderman Richardson

In looking at the analysis for the contracts...

Director L emieux

The working rates were increased by 6 %2 percent for the most part. If you recall when we had
the budget sessions, what we talked about is that because we knew that the actuals for ‘07 were
coming in at less than projected, what we did was try to calculate what the '07 year-end actuals
would be. Then we put 15 percent on top of that number. Because the numbers came in much
less than we had in the budget, it appears — when you look at the working rates and when you
look at the budget — the budget in total was only about a 4 4 V% percent increase. The working
rates, themselves, went up by about 6 %2 percent. In actuality when we were comparing this year
to next year, we used 15 percent as the escalator. It becomes very convoluted over time. In fact,
we had built the '07 rates on | think 32.7 million for a total projected cost of claims. We pretty
much have all the numbers at this point. The claims came in at 28 million. We were forecasting
that if the claims ended up as high as 29 million and then put the 15% on top of that. There are
many variations to that number at this point.

Alderman Richardson

Looking at the contract, the next year is shown at 13 percent increase. Is that still valid in your
eyes?

Di Lemi

It is valid in relationship to this year. If this year we spend the amount that we have allowed for in
the working rates and in the budget, we would project a 13 percent increase next year. If this
year comes in a few million less than we have allowed for then that percentage rate increase next
year may not be 13 percent in relationship to this year.

Alderman Richardson
How about at 7.75 percent in FY '09? What'’s the big gorilla there that’s causing that?
Di Lemi

There are two things. I’'m doing this from memory, but if you look at the bottom of the sheet that
you have in front of you, as we do these sheets, we allow for a 15 percent increase in insurance.
Hopefully that number will be able to be scaled back a bit by the time we’re doing next year's
budget. We also have an eight percent increase for pensions in there. Knowing now that we had
the large increase that we did this year, the pension number — | believe we have rates for next
year — so we would only anticipate that pensions would probably by go up by the rate of salary
increases. That number will probably change from 8 percent to something more in the
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order of 4 percent. We will gain some percentage points there. We should gain something in
insurance. When we’re getting closer to doing the budget, we will go line-by-line through those
numbers and tighten them up.

Alderman Teeboom

You said $31.3 million is the anticipated number now.

Director L emieux

That’s what we believe. Between all of us, somebody will try to confirm that tomorrow.
Alderman Teeboom

| come up with an additional 4.625 percent reduction in the tax rate.

Director L emieux

| would agree with you, if you applied all of the education money to the tax rate.
Alderman Teeboom

If | take 4.62 percent of the 3 percent, it's a —1.62 percent. If you spent all of this on the tax rate,
the taxpayers would see a reduction in their tax bill compared to this year of 1.62 percent.

I’'m not suggesting anybody goes to a negative. I'm also obviously not suggesting that we go to a
large positive. | think | asked Mrs. Anderson this question already by e-mail, but haven’t received
an answer yet, but | can’t recall now. But, | would like us to think about putting that money into a
special revenue account. It's an offset, basically grant money. It could be set into an account
which makes it separate from the spending cap. If that applies, and we can start building it up —
which is something | wanted to do 12 years ago when the state said we couldn’t have a reserve
fund — which is the craziest thing I've ever heard of. I'd like to think about and have a discussion,
if not today then soon, about taking surplus money, putting it in a special revenue account, a
special reserve account, so when it's appropriated it would take a 2/3 vote because you would
have a supplementary budget. And this year, or the following year or the following year, you're
building up an account against future years. I’'m not worried about the supplementary budget
vote of 2/3. | am concerned about having that extra money spent against the spending cap. I'd
like to have some reserve money so if we go over, we can do a supplementary vote, but don’t
count that against the spending cap. Is that a possibility?

CFO Anderson

First of all, you wouldn’t be putting it into a special revenue account. It would have to go into an
expendable trust fund. But similar to some of the legislation that we have before you in
committee, that’s still on this particular tax rate, that money must be appropriated. The only way
you’re going to get it to the expendable trust fund would be to appropriate it. In order to
appropriate it, you are going to have to take a vote to override the spending cap this year. Once
you got it into the expendable trust fund, then like you say, you could spend and not have to have
it subject to the spending. Every year that we get this money, and any amount that you want to
put it in there, you still will have to have that over and above.
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Alderman Teeboom

That would be fine. Because we haven’t overridden the spending cap or exempt the spending
cap in '08. We have a one-time token that’s left. If we start going to out years, we’ve got to look
to keep the tax rates low. Certainly they are low now because we have been very prudent the
way we conduct our affairs this year. We have done very little bonding this year. But there’s
some big bonds coming up, for the school for example. You should look into that and have more
discussion with Alderman Deane and the budget committee, present a proposal to us, prepare
some legislation so we can look into that.

CFO Anderson

When you were talking about setting up the expendable trust fund, that wouldn’t be to reduce
taxes because in the state we cannot establish a fund that is set up just reduce taxes. We can do
it to cover some of the costs of education. You could use it for expenditures out of there, but you
couldn’t’ put it aside and say this is going to be used for future tax rate reduction.

Alderman Teeboom

No. I’'m looking for that for what | have always called a “rainy day fund.” For some reason, 12
years ago some Attorney General’s Assistant said you cannot have a “rainy day fund” in a local
community. | never understood it. But this would do it. It’s not that it’s to offset in the future.
What we try to do is try to maintain a low tax rate. Spending to maintain a low tax rate.

Chair Deane

Wasn'’t there accounts that were entitled “restricted reserve accounts”?

CFO Anderson

Right.

Chair Deane

What is the process used to set one of those up that’s difference from the expendable trust fund?
CFO Anderson

That actually lapse from surplus. That’s a little bit different from what you have now. The other
one came from abolishing the school capital reserve fund. What you didn’t use to re-establish the
school capital reserve fund lapsed to fund balance. The other thing that you also have options
are for this money, is you do have a school capital reserve fund already established. We've
talked about items such as that. | know that there are several schools that need to have the
HVAC system either replaced or upgraded. That’s another option through this process.

Chair Deane
I’'m sure that there’s a lot of people who have a lot of ideas on how to spend this windfall. We’'ll

take it under consideration with what the administration has to offer — what Mr. Hottel, Mr.
Mealey, and the Board of Education might have in mind. The Board of Aldermen. Everybody can
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put in their ideas. This goes back to cementing in the 23.9 number that we did from day one
which | think was the best thing we could have done when we put the budget together. Of course
to maintain that number because that was basically pretty well set in stone. If something
happened to the positive or to the negative, we’d deal with it. Fortunately, it has happened to the
positive.

Alderman Teeboom
The change was the number that you mentioned?
Di Lemi

That’s the only change in these two pages. We still have a few variables out there that | want to
identify quickly. | did put it in the e-mail. The things that are still not set in stone yet are the
county tax rate. | believe the county budget increased by 2.1 percent. The key is we never know
exactly what our relationship is going to be with Manchester. The county then assesses our tax
to them based on what percentage of assessed valuation we are for the county. If we go up and
Manchester doesn't, all of a sudden we become a speck of a percentage more of the county. |
did speak with Mr. Marino. He doesn’t think that there will be much of an impact there. But we
don’t have that number. We don’t typically get it until September. The overlay, we are still
working on that. We’re trying to finish up as many abatements as we can. The number, at this
point in the year, is still a moving target. We have the assessed valuation. We don’t know the
number yet. If we ended up assuming that we were going to use the first five percent that we get
in education aid towards the tax rate and then maybe set up a rainy day fund, if you will, or
whatever with the rest of the money, we would be down to a 2.25 percent tax rate increase.
Beyond that, we are expecting to see a little bit of a shifting from the residential sector to the
commercial sector for a benefit to many homeowners. We don’t quite know what the numbers
will be yet. The total tax revenue that we need to raise is as is shown on this page. There may
be a speck of a shifting. Our residential homeowners, even at the 2 V4, could very possibly be
getting a tax bill as low as 2 percent. It could even be under 2 percent. We're going to try to nail
that number down in the next week or so and understand the relationships between the different
market segments so we know what’s going on there when we bring our proposal to you to talk
about what to do with the money. We would like to have some understanding of what’s
happening in the commercial sector, what’s happening in the residential sector.

Chair Deane

We want to make sure that’s well explained to the citizenry as well. It wasn’t part of the budget
process. It's part of the shift in the real estate market.

Alderman Cookson

On the electronic version, the column that you highlighted in yellow in fiscal year ‘08, the items
that you just identified are actually highlighted in green?

Di Lemi

Yes. The education funding is blue. The green are the ones that are still variables. Everything in
yellow is pretty close to being the number.
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Alderman Richardson

What were we figuring that 1 percent is about $1.5 million?

Director L emieux

$1.6 million.

Alderman Richardson

We’'re looking at $9 million. If we went from 3 percent down to 0 and gave everybody a tax
g\cjgcri-ay where nobody has to pay an increase in taxes for a year, we’d still have $4 million left
Director L emieux

We’re not looking at $9 million anymore. If the state is only funding it at 94.6 percent, we're
looking at $7.4 million.

Alderman Richardson

So, there’s $3 million left over, something like that. We could give all the citizens of Nashua a tax
holiday and have $3 million left over. That sounds wonderful to me.

Di Lemi

It does, but that’s what the whole conversation needs to be. What we have to be careful about is
what assumptions we make with what we’re getting next year. If we take the better portion of the
31.3 — say we 30 of it and put it towards the tax rate, and next year we get 24 million instead of
30 then we've hit the citizens with a $6 million tax increase before we even get out of the gate.
We never know what we are getting the next year, so this is become such a volatile number for
us. If someone told us what we were getting for the next five years, we could make much more
intelligent decisions about it.

Chair Deane

| think we made an intelligent decision.
Director L emieux.

| think we did this year. We absolutely did the right thing.
Chair Deane

We kept the number at 23.9 and we moved forward. We were assured of that number. Anything
after that is what we are dealing with tonight.
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Alderman Flynn

| thought when the state set their budgets, they set a two-year budget. This is the appropriation
for education funding. It's only a one-year appropriation? Did they set a two-year budget this
year in Concord?

CFO Anderson

| believe they set the two-year budget, but the education funding issue is still on the table. That’s
still be discussed.

Di Lemi

They may have a total dollar schedule for next year for education, but as Mrs. Anderson said,
every year they introduced so many different bills to re-write the education funding that we’re
never quite sure what they are doing. Even if they tell us that they are doing one thing, this was
news to us that the number may only be 31.3. We were expecting it to be either 32.8 or 32.9.
Even if they have it set, they may decide to fund it at some percentage that isn’t what it is set out
to be.

CFO Anderson

There was a time when our funding was up to $29 million. It didn’t stay there. We had everything
on the tax rate. When we came to have to rely on the reserves, it was to try to minimize the
impact to the taxpayers. We don’t want to get into that same situation again. In reality, we went
from 29 down to 22 million. It was an astronomical fall. That’'s why we have to be so cautious
right now. Those numbers, as Mrs. Lemieux was saying, maybe in gross they are saying they
are funding education at this, but they are talking about targeted aid. We don’t know how Nashua
will fare through that.

Alderman Flynn

There is a little bit of difference because we’re not talking about spending at the rate that we're
getting the education funding, correct?

Carol Anderson

If you end up applying the whole amount to that and you have the education budget where it is
now, you are committing to that amount on the tax rate. If we don’t’ get 31.3 —if you put the
whole amount to the tax rate — you don’t get that next year and all the costs stay relatively the
same. We know some are going to increase. That's how we became reliant on the other
reserve.

Alderman Flynn

That’s done by the way that we set the budget, correct? We don’t’ have to set the budget to
spend another $9 million next year. To me it's quite different when you’re spending at the rate
that you’re receiving income. But when you are taking the money and applying it towards the tax
rate, we're still only spending $220 million.



Budget Review — 7/30/07 Page 10
CFO Anderson

Yes.

Alderman Flynn

We're still forced to the same cap number next year.

CFO Anderson

If we don’t get that full funding next year, say we only get 25 million, we’ve almost artificially
inflated our revenues even though we’ve received them. We’ve collected less in property taxes.
The budget may stay the same. You're right; the budget isn’t changing because of that. But we
have lowered the amount that we’re going to collect in property taxes. If we don’t maintain that
and we keep the budget where it is, that tax rate is going to go up significantly to make up for any
shortfall in the education funding. That’s where we have the problem. It’'s not in the spending
level. It's where the sources of funding come for the spending level.

Alderman Flynn

So we have to take a harder look at what we’re going to spend in future years. We can still do
something about that. We just have to be more increasingly committed to controlling our
spending. What'’s the final story on revenues for the last fiscal year? The numbers that we
forecasted must be pretty well set now, right?

CFO Anderson

Yes.

Alderman Flynn

Those numbers came in stronger than we had budgeted, I'm pretty sure.

CFO Anderson

Yes, the interest income. With motor vehicle, we had expected a certain dollar amount. While
we came in above what the budget was, it is still within what we would consider a conservative
amount. We did not collect an extra $1.2 million as we had in previous years. | think we
collected an extra $800,000 which is not much. You need that buffer. On the interest income, we
did much better because the rates went up. But as we see what’s happening in the marketplace
it's just up and down. It's not something that is predictable. We did do much better in our interest
income.

Alderman Flynn

Where is that $800,000 now? Did we factor that in to this tax rate at 3 percent or is that in
undesignated balance?
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CFO Anderson

We will pull all surplus together and $2.5 million is to be applied towards the tax rate. You took
that vote a couple of months ago.

Alderman Flynn

That was suggested by the mayor. In the back of my mind, | thought that was the difference
between where we thought the undesignated fund balance would be versus the commitment that
the city has to hold 7 plus percent. That gap was $2.5 million. But that gap could come in higher
than $2.5 million. We could have more money in there that we could choose to apply towards the
tax rate as well. We’re going to have to look at all those numbers when we finally get this
mayoral plan. Of course, part of it has to do with the escrows — how we decide to either use
those escrows or deny those escrows. Are they already factored into tax rate or will they
positively affect the tax rate?

CFO Anderson

If you deny them, they would go to surplus. If you want to use an additional amount of surplus to
offset the tax rate then you could do it at that point in time.

Chair Deane
If we could just let it lapse into surplus and leave it there. It doesn’t have to be used for anything.

Alderman Flynn

When did the final numbers come in on the appropriations that we’ve made for overlay for this
fiscal year?

CFO Anderson

| believe that we have our overlay numbers. I'm not sure. What they are working on now is
coming up with a number of what we’re going to be required to have for current overlay going
year and prior year abatements. That takes time. That’s all through out closing process.

Alderman Flynn
Do we know those numbers before we finalize the tax rate?

CFO Anderson

Yes, we know that number.

Alderman Flynn

What is the generally accepted timeframe for us to finalize what we’re going to do about the tax
rate?



Budget Review — 7/30/07 Page 12
CFO Anderson

Generally we are supposed to have all of our information to the state for September 1*. They will
not give you a tax rate setting date until everything is filed. There are state forms that have to be
filed for the city, and there are state forms to be filed for the school district. All of those have to
be signed by the appropriate boards and/or administration. It's submitted. If there is any other
legislation for reducing the tax rate, we submit that. The latest | think we’ve been is probably
around September 10 or 15. We don'’t like to go there much later. Even when we go then, we
don’t get a date for several weeks. It has to be certified by the director and then we are allowed

to start calculating the tax bills. We try to do it so that the tax bill is due on or before December
15" so it is not coming into Christmas and the holiday season.

Chair Deane
Can you supply us with a projected versus actuals on the revenues?
CFO Anderson

Sure, but you'll have to understand that we will still have unrealized gains and losses that have
not been booked yet. We still have entries that we need to have recorded.

Chair Deane
When will they be complete? Do you know?
CFO Anderson

It depends. We're closing upwards of $300 million. There’s a tremendous amount of work that is
involved.

Chair Deane

| would just like to see the big ones.

CFO Anderson

That’s not a problem.

Chair Deane

| don’t care about the COs of copy paper at the library. | want to see...
CFO Anderson

You're looking at interest income and motor vehicles?

Chair Deane

Right.
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CFO Anderson

| can do that. That’s not a problem.

Chair Deane

You mentioned motor vehicle. In the past that number, as far as | was concerned, was always
skewed way out there. What was projected and what the actuals were, in my eyes, was a mile
apart. | forget what your comfort level was on a percentage for the projected versus the actual in
that area. Was that around 20 percent?

CFO Anderson

It was actually less than that. The budget | believe was close to either $11 or $12 million. This
year it had been about $1.1 - $1.2 million over. Then we tightened up the budget a little more so
we had more revenues. | haven't seen it the past week, | believe it is about $800,000 over. |
wouldn’t want to go any lower than that. In speaking with other communities, every community is
in the same situation that we are. Our motor vehicle registration revenue is flattening out. We
just aren’t seeing the sales.

Chair Deane

That’s what happens when people take second mortgages out on their house. They are buying
boats and cars. Now all that inflated equity is gone. That’s what drove a lot of the car sales —
everything is flattened out like that. The well of money has dried up. What was that percentage?

CFO Anderson

It's less than ten percent.

Chair Deane

That’s your comfort level, less than ten percent?
CFO Anderson

No, that’s not my comfort level. My comfort level would be at least ten percent — 10 to 12
percent. Thank you.

When Mr. Marino gets his number and you have your other ones, you anticipate by the end of the
week you’ll be able to plug those in and give us another copy of this?

Di Lemi

No, I do not, unfortunately. The only thing that may change on here by the end of the week is the
county overlay line. We’re probably within $100,000 of whatever that number is going to be. Any
change here would be negligible. What you have in front of you is as good as it is going to get for
probably a couple of weeks. Then we will be back here. Your next meeting is August

14", That's really only two weeks away. It will probably take us until just about then and that's
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with me pushing Mr. Marino. Hopefully we will have the assessed valuations by then, and we will
understand what little bit of shifting has gone on.

MOTION BY ALDERMAN DEANE THAT THE RULES BE SO FAR SUSPENDED AS TO GO
OUT OF ORDER AND TAKE R-07-236 FROM THE TABLE
MOTION CARRIED

R-07-236
Endorser: Alderman-At-Large Steven A. Bolton
APPROVING THE COST ITEMS OF A COLLECTIVE BARGAINING AGREEMENT
BETWEEN THE NASHUA BOARD OF EDUCATION AND THE NASHUA TEACHERS’
UNION LOCAL #1044, AFT, AFL-CIO, FROM SEPTEMBER 1, 2006 THROUGH
AUGUST 31, 2010

e Tabled 7/25/07

Alderman Teeboom

The board members approved the contract. We’ve heard a lot of controversy about it. We know
that two members of the Board voted against the contract. | would like to hear a little bit more
about why this is a good contract.

Rick Dowd

We were in negotiation sessions with the union for a number of months. We came to decisions
on various aspects of the contract — from salary to health insurance and other things. | don'’t think
in the end that it was a perfect contract, but as the term states it’'s negotiations and it’s a give and
take.

Alderman Teeboom

| spent the day analyzing this contract. I've prepared some information. | did send this ahead of
time because | try to get information out ahead of time. There’s different categories of teacher’s
salaries. The bachelors plus 30, is that bachelor’s plus 30 years?

Kim Shaw

That means they have 30 credit hours towards the next higher degree. They have 30 hours or
more towards a master’'s. A master plus 30 would be 30 or more hours towards a PhD or
Certificate of Advanced Graduate Studies.

Alderman Teeboom

| didn’t try to analyze every single category. What | did is | took the bachelor’s one. | think all of
them follow pretty much the same trend. For Fiscal ’06 | got the information, | think, from Ald.
Flynn because it's not in the contract. The contract covers ’07, '08, ’09 and ’10. The base line is
a reference to the current contract exists. For’07,’08, '09, and ’10, does each step represent a
year and a life of a teacher?
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Mr. Mealey

That’s correct. If you're currently on Step 2, you’re going to go to Step 3. There have been times
when groups have been bunched up. They call it a bubble. You will find three years of
experience in the same step. But for the most part, a step equates to a year of experience.

Alderman Teeboom

There are increases from step to step to step. What strikes immediately is that the increases in
the lower steps are lower unless you go up pretty much and then it gets into double digit
increases step to step — from Step 10 onward. Step 12 represents a 13 percent increase for '06
from Step 11. Step 12 represents a 11 percent increase for Step 11 in ’07. The percentages of
increase get higher as you step up the steps. Because the salaries are higher, the dollar values
get a lot higher compared to lower. Can you explain the rationale behind the steps and why the
lower percentages generally follow the lower steps and the high percentages follow the higher
steps?

Mr. Mealey

Basically what happens with most school contracts is the fact that you have a certain number of
steps. Once a teacher reaches that top step, you still have to give them an increase. If you just
start adding steps to the schedule, it gets out of hand very quickly. The gap between Step 11
and Step 12 continues to grow because people move to that step and then you adding 2 %2 or 3
percent a year. Whereas, to the other steps you are usually adding a percent or a percent and a
half. Unless you were going to add more steps, that gaps continues to grow. It's a huge problem
when trying to deal with teacher contracts.

Alderman Teeboom

| have not seen a distribution. At once time we were giving a printout of all of the salaries. What
percentages of your teachers are sitting at Step 127

Mr. Mealey

About 40 percent.
Alderman Teeboom

You have an enormous amount of compression which is a problem.

Mr. Mealey

Yes.
Alderman Teeboom

That gets me to the next issue which | call “bunny hopping.” A teacher really doesn’t go down the
steps like we do the merit program. Every position is not automatically an increase from year to
year. There’s a PDF associated with every position. There’s bunching towards the upper steps.
With the teachers, | took two examples. There’s a teacher sitting on Step 1 in '06 at $30,700. In
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'07, they don’t jump to Step 2 in ’06. They jumped to Step 2 in '07, Step 3 in 08, Step 4 in '09
and Step 5in’10. Each fiscal year has an increase built into it. A teacher that goes from Step 1
through Step 4 is getting a 3.89 percent increase the first year. A 7.89 percent increase the
second year. A 9.04 percent in the third year. A 6.15 percent in the fourth year. If there's a
teacher at Step 8, he gets a 4.62 percent the first year. A 12.33 percent the second year. A
12.50 percent the third year. A 12.67 percent in the fourth year — way, way, way beyond the cost
of living increase. That’s a hidden issue. | thank Ald. Flynn for brining this up. It shows that the
increases the teachers get are far more, far more than the cost of living increase. The final thing |
did in this chart was | laid out the degrees. It tells you how much more money you get as you go
up. It’s quite obvious they get more.

Chair Deane

I would like to know how these were calculated? How did you derive this chart as just explained?
I’'m asking the school district how that was built or put together?

Mr. Mealey

We have a 12 step schedule. What was negotiated was the next year, people would get a step
increase. The top step which is not going anywhere would get a 2 'z percent increase. The 40
percent of employees at the top step are going to get a 2 '% percent increase. At the same time
you are dealing with step increases, you are also trying to keep your schedule competitive with

other districts. Nashua is not as competitive as it used to be with that regard.

Chair Deane
So you factored in what other communities are doing into 12 percent increases in different steps?

Mr. Mealey

No. In determining how much we should increase our whole schedule. If we have 40 percent of
our employees at the top step, getting 2 72 percent, that’s already using up a lot of money. We
did a small percentage increase to the other steps to try to keep those steps competitive.

Chair Deane
Was the same though process used through the rest of the benefit package that is offered?

Hollis School District pays more for medical insurance. When you're doing a comparison from
district to district, are you comparing all of the different benefits that are offered?

Mr. Mealey
Yes.
Chair Deane

When we look at changes to reflect into areas of the state, we might see some of that in here
too?
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Mr. Mealey

If we’re negotiating to try to get health care concessions, part of our case would be that these
other districts are doing 85 percent or whatever it might be to try to convince them that that’s
where they should be as well.

Kim Shaw

When you’re trying to remain competitive, especially for teachers at the lower end of the salary
scale, benefits are generally important to those folks but not nearly as important as they are to
people at the higher end of the salary scale just because of the nature of demographics. I'm
speaking in generalities here. Teachers at the lower end tend to be younger and maybe just
starting out with a family. They are more interested in how does their salary compare to
surrounding districts as opposed to how good the benefits are. They are more concerned about
how much money they are taking home versus what they are getting for benefits.

Chair Deane
So they don’t put a cash value on their benefits?
Kim Shaw

I’'m sure that they do. Most people in this day in age know that health care and other benefits are
really important. I’'m just saying the tendency is people look at how much money they can come
home with. We're trying as a board to help bargaining units see that money is money, whether
you’re bringing it home in your pocket or whether we’re spending it for you for your health care
benefits, pensions.

Alderman Teeboom

If you go from 11 to 12, you have a big increase like 13 percent. Now the only increase you'’re
going to get is a lateral increase from 6 to 7 to 8 to 9 to 10. Those percentages are between 2 %
and 3 percent. You have 40 percent of your people sitting at Step 12. There’s a built-in morale
problem with this whole situation. Just an observation — it seems to me the schedule is much
more along the way of a merit schedule. The step is based on the description and performance
measure. What’'s happening here is everybody goes like clockwork and jumps, jumps, jumps —
bunny hops, bunny hops, bunny hops — until they get the last step and then they go no where.
You have 40 percent of your teachers, many of them with 30 years of experience or more, and
they are getting 2 2 to 3 percent increases. They are saying “what gives?” That’s a serious
problem. | don’t know how we got ourselves into this situation.

Kim Shaw

We had some discussion along these lines several times. One of the things the our negotiator
pointed out to us was that historically steps were put into place to actually lessen the cost of
contracts so that you could hire people in at lower costs and gradually over years give them
raises. | think what we see now is it is not necessarily as cost effective as it once was because
you do have people bumping up against the top. At the end of 12 or 15 years, you’ve reached
your ceiling as far as your earning potential goes. It does lead to morale problems. The problem,
and | hope I'm okay with saying this, is we looked at this. We discussed several times about
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trying to smooth out these increments. It's very expensive to do that if you'’re trying to ensure that
your teachers are not actually regressing on the salary schedule. If we want to talk in any more
detail, we might need to do it in a non-meeting.

Alderman Teeboom
If you look at the merit plan, we finally got an ordinance. We had 12 years with no ordinance. It's
all based on PDFs and performance.

Rick Dowd

Usually when you go into negotiations, you have one main strong point that you’re trying to
resolve. You’re talking about a philosophical change in the way most teachers get paid and
putting a whole new system together. That could be the focus of a particular negotiation. In this
particular negotiation, we were trying to get the health care concessions that the city was looking
for. Joint meetings were being held at city hall to arrive at the health care concessions that the
city was looking for. | believe in this contract we came pretty close to an entire scenario package
that the city was looking for for health care concessions which are significant cost savings to the
city, not only in the first year but in subsequent years beyond the contract. That was the main
thrust behind this particular negotiation. To completely change the structure of the way the
teachers are paid could be a different negotiation at a different time, but certainly we couldn’t go
down both of those roads in the same negotiation because it just wouldn’t pass. In merit
employees, you can make those decisions unilaterally. When you’re dealing with a union, it's a
two-sided negotiation. You have to have agreement on both sides.

Alderman Teeboom

That’s true. We didn’t negotiate with the employees, although we did have the Human Resources
Manager and Director of Administration here.

Alderman Williams joined the meeting at 8:13 p.m.
Alderman Tollner

I've been talking to a lot of people lately. The concern out there is we are losing a good number
of teachers and most of those good teachers that we are losing are not in Steps 10, 11 and 12. A
good number of those teachers are residing in the steps that are much lower. We want to keep
all of our good people, whether they have been there a long time or a short time. The concern
that | have is the ones that have been here a short time and are moving over to other districts
down the road, is going to hurt us now, but especially it's going to hurt us down the road because
there will be a void as we move along. We have 12 steps here. Why would we not narrow that
down? Take the top 1,2, 3, 4 steps and eliminate the first four steps and make the first step, step
five? | know it’s going to cost a little bit of money, but from a retention perspective | think we
would provide ourselves with a better ability to hold onto these teachers. Step 1 is $30,700. Step
4 is $35,000. These people have college degrees and master degrees and they are teaching our
kids. If you do a good job, you could get a job in retail at $30,000 without a college degree. Have
we tried to eliminate the top steps to compact it and retain?
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Chair Deane

| just want to caution everyone that | don’t want to get involved in negotiations.

Alderman Teeboom

I’'m not negotiating. I'm just asking. We haven'’t talked about that.

Kim Shaw

I’'m out on a limb; maybe I'll just saw it off while I'm out here. We discussed that at length. Part
of the problem when you just eliminate steps is what about that employee on step 3 who started
at that lower salary, had to pay their dues, and now somebody else is starting at a higher salary.
If they have been in the district for five years, if we eliminate the first four steps, and we’re hiring
someone bring new out of college at that same level. That affects morale as well. It's one of
those systems where it's complex. Every time you take a poke at it, other things start moving that
maybe you weren’t aware of and there could be some unforeseen effects. Anytime you try to
compress this step issue and not penalize people who are already in the system, it starts to cost
money more than most people would imagine. We’ve run several different scenarios. Again |
think some of this would be better off in a non-meeting if you want to get that specific. Everything
costs a significant amount of money to try to address some of these issues.

Alderman Tollner

I’'m just going back to our discussion that we had earlier about merit. Granted, we didn’t have to
negotiate, but | think one of the objectives of that was to straighten it out and compound it a bit
and then add a few more columns at the end to compensate for the changes over the years. |
understand what you are saying, but if Alderman Tabacsko started three years ago as a teacher
and | came in and we’re doing the same job and you're trying to retain good teachers and attract
more teachers to the school district, if he started at $31,000 and he’s now at step four, he’s not
getting any less money than he was. Things change. It happens in business all the time. | think
it would give us an opportunity to retain some good teachers and bring teachers into Nashua that
may be looking elsewhere.

Supt. Hottel

| can assure you that during the course of the negotiations there were many, many different
models and scenarios that were projected. | think the Board kept Mr. Mealey doing models
almost every night of different sorts. But it was a negotiation. It is a context. It's not just a
context of this grid, but it's a context of history in Nashua. A history of the way educators has
been paid in the State of New Hampshire and fitting into that context. Mr. Dowd’s statement
about having a goal of knowing that all municipalities are concerned about health care, having
that goal and focusing on that goal and not on creating a revolution in the salary structure, but
instead trying to move towards retaining teachers. Retain and keeping the younger teachers is
definitely a goal of the Board of Education.

Alderman Teeboom

The next chart deals with the contract, itself. The only percentages that are important are on the
bottom. What you have to recognize is the value of this contract over four years is 293 million
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dollars and change. That’s a lot of money. The increases each year, as you can see is: 07 is
$4.2 million; '08 is $3.7 million; 09 is $4.2 million; and '10 is a $4.8 million. That's a total of $17
million over the four years. You're talking about typically $4 million of year of increases over the
previous year that this contract would cost us. The percentages worked out to be about 6
percent. This is a very expensive contract. It's probably the most expensive contract we’ll see
before you as an alderman.

The next one, | divided the numbers by the numbers of full-time equivalence to come down to
what is a teacher. In 06, the average teacher salary is $47,847. The Dept. of Education, State
of New Hampshire, publishes the average salaries for all districts in New Hampshire which is a
total of 162 school districts. It also lists the public charter schools salaries and some joint salaries
like Pinkerton. We used to be in the top ten. If you look at $47,847, it turns out that we are six
steps above the average. We are number 56. This city used to be number six or seven or eight
on the whole list. As an average salary, this city has progressed forward. It looks like the other
cities have progressed and paid more. It's always the same for the ones on top. Lebanon,
Dartmouth College, they always pay top dollars. Nashua has fallen to the middle. With this
contract, the average salary is increasing around five percent. It's certainly more than three
percent. That’s part of our problem also. We are setting budgets assuming that salaries will
increase on average by three percent. And here the average salary is coming in at five percent.
If you look all the way down, it shows the total compensation, that is all the benefits. Now in ’06
the average salary is $65,000. That's going to go in *10 to $82,000.

Then there’s one more interesting step. | looked at the contractual hours teachers teach. Itis
really part-time. By any measure, it is part-time. The teachers say it is full time, but by any other
measure, it is part time. They put in 184 days, maximum, for their basic pay. They put in 7 hours
a day. That’s the normal day. It doesn’t count homework time that they may spend. When | was
in business, | got paid for 40 hours a week, but | put in Saturdays and Sundays. | didn’t get paid
for that. Maybe a few times, but not very often. If you take 184 days at 7 hours per days, it's
1288 hours. If you take the salary, the pay per hour for a teacher in 06 is $37.15. That's
equivalent to, if you were working full time, 2080 hours, around $75,000. | know there’s a lot of
attention being given on maybe having kids go to school more hours. 1 think that’'s going to
happen. If you take the loaded number, $50/hour or $100,000 roughly a year, it's not a low pay.
The teachers are not low paid people. What do we pay a policeman?

Chair Deane

It depends on what they are doing.

Alderman Teeboom

Forty to forty-five?

Chair Deane

Outside details are about thirty-six.

Alderman Teeboom

They are not low paid. They say they work full time. Maybe they work full time working at home

preparing lessons. Although if your more senior you don’t spend much time preparing lessons
anymore.
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Mr. Mealey

One thing that | would just warn against is calling it total compensation. While there are some
items on here that you can certainly make an argument are compensation, like health care
benefits, there are other items that you are counting as compensation, like FICA and MEDI. The
city has to contribute for all the employees, but at the same time the employees are also paying
FICA and MEDI as well. It might be better to say total cost per employee. It's certainly not total
compensation to the employee.

Alderman Teeboom

FICA and MEDI go to the federal government because supposedly when you are as old as | am,
you get Medicare. FICA you get social security. | won’t quiver with you. Call it total cost. The
point is that is the cost that the taxpayer pays per employee.

Kim Shaw

| agree with what Mr. Mealey said. | would also like to point out that if you’re going strictly by the
contract, the number of hours a teacher is required to be there, that doesn’t take into account the
work that they do that is outside of that contractual amount. Unfortunately, we get a good idea of
what can and can’t be accomplished in that amount of time when teachers exercise their right to
work to rule. We quickly see the committee work drying up. We quickly see after school
activities drying up. Anything that isn’t paid goes away. | would like to, for the record, say that |
understand where Alderman Teeboom is coming from and | understand how he calculated the
hours, but | would venture to say that there are very few teachers who strictly work what they are
required to do by contract. Although it has been about ten years since I've worked in the district,
very few teachers worked only what was required of them. To see teachers leaving the building
at whatever time the bell rings, and they are required ten to fifteen minutes after that, is very
unusual. | take a little bit of exception with that assertion.

Alderman Teeboom

I know you do, but it says in the contract that their hours are not necessarily tied to their paid
hours. It says their day is not necessarily with the pupil. As professionals, you often expected to
spend more time than you get paid. | often got paid for 40 hours and worked some 70 to 80
hours a week. Work to rule does not exist in the contract.

Chair Deane
| don’t want to go down that road.
Alderman Teeboom

Right. If you go to the draft, you will remember in the secretaries’ contract, Mr. Mealey presented
three curves. Because the first year was zero, if you paid them by CPI, it was more than the
proposed contract. In this case, if you paid the teachers an average per CPI, you would be
paying them less. There would be a substantial savings.
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Chair Deane

Alderman Teeboom, again, | think we’re getting into the negotiations side of it.

Alderman Teeboom

It was presented by Alderman Tollner, the same thing, at the full Board.

Chair Deane

| know but what was it worth? Not much.

Alderman Teeboom

Its worth is you can see where the contract stands.

Chair Deane

Mr. Mealey, can you take that same costing analysis and plug it into the teachers to see where
we stand?

Alderman Teeboom

That’s what | did.

Mr. Mealey

That’s what he has done.

Chair Deane

| didn’t see the chart, the flow chart.

Alderman Teeboom

There’s two sheets right there. One is proposed wage increase with a status quo in health
insurance, and the second one is the three percent wage increase with a status quo in health
insurance. The idea was if you kept them at three percent and the health insurance was kept at
the contribution we had today.

Chair Deane

What does that have to do with this contract?

Alderman Teeboom

The only way | can evaluate a contract like this, you have to make judgments what it represents if

you did it some other way. If you gave raises of three percent an average, you save a substantial
amount of money.
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Chair Deane

But that is something we have no control over. We have no control over how they negotiate it,
what they are doing, what they are talking about, what language they are putting in. This is what
we have control over. The cost items that have been presented. We could sit here and put all
the spread sheets and cost analysis and all the different hypothetical situations of percentages of
increase or decrease or what they gave for this or that, but it doesn’t matter. This is what we are
voting on.

Alderman Teeboom

| cannot make decisions in a vacuum. Maybe you can, but | cannot. | make decisions by
weighing things and balance. | look at alternative approaches to things to see if the thing that is
proposed to us makes sense. If the curve falls right in between two extremes then it makes some
sense. The question you have to ask yourself is a six percent increase on average too high?

Is the contract, which is more than three percent of salary, more than we can afford? You see
what the impact is in terms of dollars - about $4 million a year total increase. Is that affordable or
not? | did not try to tell you what my vote is going to be. | have given it an entire day of analysis
and thought. And it is going to take more thought. As you can see the teachers are making good
money, but in terms of where they stand in the state, they are not doing that great. They are just
above average. In terms of the salary schedule, | think that’s the root of the problem. We’ve got
ourselves locked in salary schedule. I'm looking for some brilliance to get us out of it.

Chair Deane

You’re not happy with the increase. You think there’s an inequitable distribution of the way the
dollars are spread around through the raises with the steps that they have in there.

Supt. Hottel

You are looking at dollars as you need to because you are the Board of Aldermen. You need to
look at the cost of contracts. It is a very statistic that the Nashua teachers have fallen from 6 to
56 in the state. These are the individuals to whom, we as a city, entrust our children. They are
teachers, masters. As Alderman Tollner said, you don’t normally get people with a masters
degree and masters plus 30 to work for $36,000. The history of education in New Hampshire is
very low starting pay for teachers. Over time, they make a little bit more money. That’s the way
education has functioned for a long time. We may all know that it needs to change, and we all try
to push that in negotiations. We just cannot create a revolution overnight in that area. Just like |
don’t think the City of Nashua is going to solve the nation’s health care problems in the short-term
— although you are working at it, and the Board of Education worked at it in this contract. It's very
difficult and it’s a little counter-productive to reduce a teacher and what a teacher is to an hourly
wage.

Rick Dowd

Ultimately, you have to decide as the aldermen how much you want to approve as a total cost
benefit for the contract. Again, | thought Alderman Teeboom made a great argument for the fact
that we are losing ground as far as the average pay statewide. We this year have lost a number
of teachers, not only to retirement, but also to other school districts. They are building a new high
school up in Bedford. A number of teachers have gone up there. We’ve lost to Hollis-Brookline.
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There’s a lot of competition for our brightest teachers. The other thing | would like to mention is
the health care concessions amount to a lot of money. We’ve heard projections here tonight
about these costs going up between 8 — 16 percent depending on who you listen to and what
year it is. The health care concessions you get in this contract go beyond the term of this
contract. The savings increases every year beyond that. If you went to another contract after
this perhaps and went with an average three percent pay increase and you kept the health care
benefits the way they are, your savings are huge. What I'm saying is you have to decide what the
total amount of money is you can afford for the contract. We try to negotiate a contract to get the
major health care concession benefits for the city. That’'s what we were told was the main goal of
the City of Nashua. The target kept changing a little bit, but in the end, what was determined to
be what the city was looking for, | think we came pretty close to what the city was asking for total
— including prescriptions, emergency room visits, percentage pay. We negotiated as best we
could with the contract. We would like to have seen a few other things different. I'm sure the
union would have liked to have seen a few other things different, but this is where we are at. It's
up to you now to decide on what’s in front of you.

Chair Deane

All we hear about is the employees that are leaving and going elsewhere. | know of two people in
my family that work for the school district who left. Money and benefits had absolutely nothing to
do with why they left. Nothing, not a thing.

Mr. Mealey

One thing | would like to highlight because there was a lot of discussion with the other contract
regarding these me too clauses and this group is doing better than that group, I'm going to ask
Mrs. Lemieux and Mrs. Anderson to confirm this, but they did the expected health care savings
from this agreement, and it came to $2,687,000. Using the same formula they used, if we had
applied the same plan the clerical has, the five percent for POS and five percent for HMO and
office and ER visits, it would have saved $2,650,000.

Chair Deane
Is that the plan that hasn’t kicked in yet?

Mr. Mealey

Not yet. The point being that they are extremely close. There’s a difference of $37,000 in favor
of this particular plan. It’s tough to compare saying if it is not going to be the same percentage
then it must not be a better deal. There are parts of it that bring it to that point.

Alderman Tollner

| know that Alderman Teeboom’s spent a lot of time on his graph. | think your graph may be a
little different than his based upon some data. But can you do a similar thing on this contract that
you did with the secretaries? The important thing for me on the secretaries’ contract was I’'m not
sure many people realized that by doing nothing, it still cost the city money. By doing nothing,
you still had the increases in health care. | think it's safe to say most of the people on the board
think that people should get a cost of living. In that infamous discussion and grid about a week
ago, if we did that and did the cost of living and then compared that to the contract, it would put
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everything into perspective. | think that would be very helpful.

Alderman Teeboom

It's the same data.

Alderman Tollner

The black line in your proposed contract grid may be flipped with the blue line.

Mr. Mealey

| certainly can do the same thing. When | did it with the clerical, as you used the word
“perspective” that’s exactly what | was trying to do. You had that of zero and then you had a big
year. People said this is going to cost the city too much. | just wanted to show that if all you did
was a cost of living increase, which is averaged at 3 percent forever, you'd end up at practically
the same point. It put it in perspective for people. | can do the same for this one. You're right, if
you don’t do anything that bottom line number where we look at the cost to the city of each
contract, you'’re already at 2 %2 to 3 percent per year without doing anything because of rising
health care costs, rise in pension costs, other insurances.

Chair Deane

But you didn’t get concessions for pensions in the secretaries’ contract, did you? And you didn’t
get any concessions for health care that won’t kick in until the unaffiliated in the school district
has their health care contributions adjusted. You can put whatever you want on a piece of paper.
Until things actually happen, it’s still where it was beforehand. We are paying retroactive pay
and we’re giving out pay increases which in turn increases the pension. This works both ways.
That’s how | feel about it.

Alderman Teeboom

Regarding Alderman Tollner's comment, the reason the CPl is lower is the secretaries’ contract
did not have a salary increase the first year of the contract. This contract does. That drops that
curve below instead of above. There were two school board members that voted against this
contract, Mrs. Zeim and Mr. Hogan. Could you explain what their rationale was?

Rick Dowd

One reason they stated was they felt that the total compensation package was too high. | believe
the other was concern about the people at the entry pay grades were not getting enough of a
salary jump in comparison to the top.

Alderman Cookson

I have a request for information that | think would be useful for me, at least. | believe you said
that 40 percent of your teaching staff was at the highest step. | would be interested in seeing
what the breakdown is for the remaining 60 percent. Do you have young teachers between one



Budget Review — 7/30/07 Page 26

and three years of experience, five years experience, ten to fifteen, and where are your gaps as
far as experience levels? If you have that information, | think it would be useful and helpful.

MOTION BY ALDERMAN TOLLNER TO TABLE R-07-236

ON THE QUESTION

Alderman Williams

| have a question to the maker of the motion. Why would you like to hold this this evening?
Alderman Tollner

The reason why | made a motion to hold is because | heard there were a number of requests for
additional data. Someone can change the motion.

Chair Deane

Mr. Mealey, what information requests for data do you have? We have a meeting tomorrow
night, and we are on a 30-day time frame that we have to dispose of this one way or another.
You have a request for information from Ald. Cookson on the 40 percent.

Mr. Mealey

So far | have a scatter-gram where everybody is on steps and grade. | have a request for a
similar graft for this contract as was done for the clerical.

Chair Deane
Could you have that done for tomorrow?

Mr. Mealey

Yes.
MOTION CARRIED
UNFINISHED BUSINESS — RESOLUTIONS

R-07-210
Endorsers: Alderman-at-Large David W. Deane
Alderman Mark S. Cookson
APPROPRIATING $534,144.34 FROM ACCOUNT 499-982 “EXCESS REVENUES -
SPECIAL EDUCATION CATASTROPHIC AID” INTO ACCOUNT 981-5375
“SPECIAL EDUCATION EXPENDABLE TRUST FUND”
e Re-Referred to Committee — 7/10/07

MOTION BY ALDERMAN DEANE TO RECOMMEND FINAL PASSAGE
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ON THE QUESTION
Chair Deane

| think there is a grave misunderstanding what this money is for as far as | am concerned. Initially
when we were discussing the ‘07 budget back in 06, we got this additional money from the state.
We had funded special education with our general fund appropriations. This was excess
revenue that we could have done anything with. We could have transferred it here, transferred
there. There were a lot of different ideas bantered around whether we should use it to pay
Pennichuck bills, a whole bunch of other ideas. In the end, we decided that we were going to set
up this expendable trust fund so if in fact there were issues there would be monies available to
cover those shortfalls. Mrs. Shaw, there were some remarks made. When | read through the
minutes, you did recant them. This was the year where the sky was falling. It was also the same
year that the school district returned over $2 million to the general fund. We ended up with $1.6
million in surplus. We did a $560,000 with Mr. Hottel on the escrows for the positions. Then this
money gets put into the special ed. This year, we returned $700,000 - $800,000. You drew out
of the expendable trust fund — the money that we put it — to cover the catastrophic aid. It was put
above the line during the program base budgeting. Now there’s another $534,000 that we're
going to put in there. That money is going to be in there so cover, what | see in my eyes, any
increase costs associated with special ed. Year-to-year, you don’t know what those are going to
be. Even when we had spoken about the budget and Mr. Dowd said if you want to give us a
contingency, we’ll take $8 million. Remember that? Well, this is a contingency in my eyes for
special education. The way | look at it is if you run into some trouble, you’ve been given money
through the general fund and other monies that you receive from the state and federal, and this
will help with any potential overages. It's under your control.

Mr. Mealey

You're exactly right. Last year, we were allowed to move the $567,000 into our expenses from
out-of-district placement and utilize that $567,000. That freed up $567,000 we could use to bring
back positions, with the understanding that we were going to have to incorporate that into this
year’s budget going forward, which we did. Now those costs continue to go up, the out-of-district
placement costs. The $534,000 would be a contingency and would only be used after the
amount set aside for out-of-district was used and used only for out-of-district placement. The
$534,000 would be available if they continue to rise as they have been for additional out-of-
district placement costs.

Chair Deane

When we set this up, that was the impression | was under. It gives you a little buffer in that area
so if you do run into some overages, you can go into this. It falls under the jurisdiction of the
Board of Education once it transfers. It’'s out of our hands. This appropriation is strictly for this
one area. It can’t be used for anything else.

Mr. Mealey

Exactly.
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Chair Deane

But when we received the money from the state, this is what it was for to begin with. That was
the premise behind it.

Kim Shaw

| certainly understood that at the time, | understand it now, and | think all or at least the vast
majority of the board of education members understand that as well. | think there were one or
two board of education members who did not feel that having this extra money on the side if we
need it was a good way to be budgeting or a good way to be going about taking care of those
types of issues. I’'m going from memory, | don’t have the minutes right in front of me, but | believe
that’s what the discussion was about. They believed that that money should be part of the
operating budget. | believe that was where the objection centered. Ideally, | think, as a board
member that would be the ideal situation — having that as part of the operating budget. | totally
understand why it was done the way it was. In fact, | was part of those discussions at the time
when it initially happened. Any reference | made that was offensive, it was about the situation
where since it wasn’t included in our operating budget, it did not go as part of our base budget for
last year. Therefore, any increases calculated on a half million dollars less, approximately. The
same with doing it this year. That’s the only problem, | believe, that people saw with having this
special expendable trust fund. Again, I'm going to by memory; | don’t have the minutes in front of
me. | think everybody is on the same page with what this is for.

Chair Deane

You stated that we were shamed into doing it. We weren’t. When you go back to that base
budge number, it doesn’t matter. What happened in that budget process was a good thing.
Everybody was carrying on about the reductions and how everybody was going to be devastated.
But the end result is you people had over $2 million left over that you didn’t even spend. There’s
nothing wrong with making an adjustment. That's what was done. This $500,000 was really
nothing to begin with. The school district had plenty of money. As long as we are all on the
same page. When we set this expendable trust fund up, and what Mr. Mealey budgets for, and
he’s probably doing what Mrs. Anderson does with her revenue projections with the automotive,
we’d be foolhardy to go in and budget at 97 percent and end up getting 80 and saying there’s a
problem.

Mr. Mealey

That’s exactly right. Previous years, it had been 80. The last two, for whatever reason, have
been 100 percent. But we will continue to budget 80 percent.

Chair Deane

That’s what | would do. If you look back at your historical data that you get on what you have
received from the state, and it has been consistently 80, and you have a couple of 90 or 100 and
then back down to 80, at least you’re in the ballpark. You don’t want to short change yourself in
the end.
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Alderman Teeboom

| happened to catch the discussion on TV. There was quite a bit of confusion. There were
questions about the above the line item in your program budget. The above line item was about
$500,000 for special education funds that you will not have next year. That was tax base money.
This is grant money. The question was if we get this, let’s take this grant money, put it above the
line account , take $500,000 from the line above account, and put it someplace else. You shift
the money around and you've got $500,000 more to spend in the operational part of the school
budget. That was the discussion. That led to the discussion about the devil. | thought you were
talking to me frankly. Anyway, | don’t have a problem. If this is a trust fund that sets a new
reserve, just as we talked earlier about the tax rate if we get excess money from the state, I'd like
to see that go into a trust fund. This goes into a trust fund, and kind of gets locked by trustees. It
has to be spent for that purpose. | think there’s suppose to be a vote taken also.

Chair Deane
No, not in this one.
Alderman Teeboom

It gets locked in and it does not go against the current budget. I'll supportit. It's pretty
straightforward.

MOTION CARRIED
UNFINISHED BUSINESS — ORDINANCES - None
NEW BUSINESS — None
TABLED IN COMMITTEE

MOTION BY ALDERMAN DEANE TO TAKE FROM THE TABLE R-07-207
MOTION CARRIED

R-07-207
Endorser: Mayor Bernard A. Streeter
RELATIVE TO THE TRANSFER OF $80,250 FROM EXPENDABLE TRUST
FUND ACCOUNT 981-5326 “PORTABLE CLASSROOMS” INTO ACCOUNT
681-34 “CAPITAL IMPROVEMENT — SCHOOL PORTABLE CLASSROOMS”
MOTION BY ALDERMAN DEANE TO RECOMMEND FINAL PASSAGE OF R-07-207
ON THE QUESTION
Chair Deane

Alderman Richardson had a question. | don’t know if he got it to Mrs. Anderson
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Alderman Richardson

Mrs. Anderson indicated she would have an answer.

Chair Deane

It had to do with the different charges on the portable classrooms. Why some of them were
higher than others.

Alderman Richardson
| don’t remember receiving an answer on that. Do you? | didn’t get an answer.
Chair Deane

No. When we asked Mrs. Anderson Friday, she was going to try and get a hold of Mr. Mealey. |
think he was in a conference all day.

Mr. Mealey

Mrs. Anderson mentioned it to me just before the start of this meeting. Since we are having a
meeting tomorrow night, | would ask that | forward that information. | have a good idea, but |
wouldn’t want to say without confirming that it is correct.

Chair Deane
We wouldn’t want you to do that either.

MOTION BY ALDERMAN DEANE TO TABLE R-07-207
MOTION CARRIED

Chair Deane
| think that’s it for the district, other than the security system upgrades.

Mr. Mealey

Just an update. We’re having a finance and operations meeting of the board of education on
August 9™ at which time we will be reviewing the draft RFP.

MOTION BY ALDERMAN DEANE TO TAKE FROM THE TABLE R-07-213
MOTION CARRIED

R-07-213
Endorser: Mayor Bernard A. Streeter
RELATIVE TO THE RE-APPROPRIATION OF FISCAL YEAR 2008 ESCROWS
Chair Deane

Mr. Marino is here for assessing and GIS. You have $9,710 in assessing and $70,244 in GIS.
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Mr. Marino

Correct. In assessing, the intention for this money is to put it towards more data verification.
We’ve been through our second year of asking for funds to continue with the data verification
program. It makes the data cleaner; it makes our assessments more accurate. That would be
our intention. If we were be able to use this money, we could also do it in a more timely fashion
than what we had to do this year with the end of the year. We would like to get started on this as
soon as we could and hire a contractor to do some data verification.

Alderman Teeboom

We're talking $9,000 roughly. How much valuation can you do for that? That’s not like it's a lot of
money.

Mr. Marino

I's not a lot of money, but it's more than what we have now. Anything we can do will help.
Alderman Teeboom

This helps in the shift in calculations?

Mr. Marino

It helps to make the information more accurate. What we did this year, the plan we put together
was basically everything we hadn’t touched in the last ten years. We went out canvassed those
properties. We’re going to try and continue with that type of approach. The more properties we
can see, the more accurate the information gets.

Alderman Teeboom

You go inside the property?

Mr. Marino

If the taxpayer will let us, yes. We’d love to.

Alderman Teeboom

What kind of rate are you getting for people letting you in?

Mr. Marino

It's actually been very good. What we do with the contractor is the contractor will go out and do
the cold callings, and then my staff will do follow-up with appointments. We leave a card at every

property that we do not get into see. Taxpayers will call us back. It's probably about 60 percent
interior inspections, which is pretty good for a community like this.
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Alderman Teeboom

The people you hire for this do the cold calling or do they do inspection also?
Mr. Marino

They do the cold calling and if the taxpayers are home, they will do inspections.
Alderman Teeboom

Cold calling meaning?

Mr. Marino

Cold calling meaning, we don’t make appointments the first time around.
Alderman Teeboom

They actually go down to the residence. They don’t call them on the phone?
Mr. Marino

They go out in the field with a number of records. They will knock on the door and ask if they can
do an inspection and explain what the purpose of the program is.

Alderman Teeboom
How many properties do you think you can do additional inspections on with these funds?
Mr. Marino

Basically, it's $400 a day. That’s pretty much the going rate that we’ve been paying for the last
two years. | don’t expect it to change much.

Alderman Flynn

We had this money in the budget. Why didn’t we use it if this was a need that we had for older
properties? Some of this was escrowed from the previous year. | do recall the finance committee
being asked to transfer some overlay funds over for Patriot Properties. Why weren’t these funds
used first or in addition to the money that we transferred over from overlay?

Mr. Marino
| don’t believe we asked the finance committee to transfer any money for Patriot Properties.

Alderman Flynn

We just approved a contract for Patriot Properties. | thought we transferred money over. Even if
we didn’t, we had this money. Why didn’t we use it?
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Mr. Marino

The valuation update wasn’t specifically for reinspections. It was for other things during the
valuation process. The contract services again was for other contracts, not specifically intended

to be used for the reinspection program. The $2,300 wasn’t specifically earmarked for the re-
inspection program. | want to do that with this money, earmark it for the re-inspection program.

Alderman Flynn

Mrs. Anderson, if the purpose of the escrow is reassessment of properties, that doesn’t ear-mark
it well enough to be used for gathering more accurate data information of older properties? |
thought when we tried to come up with purposes for escrows — and this one is a previous year
escrow — reassessment of properties pretty much ear-marked it for nothing but that.

CFO Anderson

That’s what | would say.

Alderman Richardson

Would you consider this a high priority?
Mr. Marino

As high as any of the other priorities in the office concerning accuracy of data. Yes, it is a high
priority.

Alderman Richardson
In the FY08 budget, there’s $4,000 set aside for this.
Mr. Marino

| believe there’s $4,000 set aside for valuation update. That’s for other things that are needed
during the valuation update process.

Alderman Richardson

That’s what this is for. It says “2007 valuation update & reinspection programs.” That’s what
we’re going to do with this money, right?

Mr. Marino

It's all going to be used for re-inspection, but the valuation update in my 08 budget is not going to
be used for re-inspection. That’s going to be used for other things.

Alderman Richardson

I’'m confused. It says “valuation update and re-inspection.” You're saying that same account, the
FYO08 money — the $4,000 is not going to be used for re-inspection.
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Mr. Marino

There are other things that need to be done beside re-inspection. This re-inspection program is
an ongoing program. Perhaps it is misnomer to say it’s “valuation update.” It's really going to be
used for re-inspection.

Alderman Richardson

If it's $400 a day, how much is $10,000 going to buy you? How many days?

Mr. Marino

$8,000 would get you 20.

Alderman Richardson

How many houses can be done?

Mr. Marino

Twenty.

Alderman Richardson

| assume we’re doing houses. Are we doing businesses?

Mr. Marino

Only some very small ones. Not the larger ones that take too much time. It doesn’t pay to send
out a contractor to do one property or two properties a day. The businesses are done by my
staff.

Alderman Richardson

So you’re saying 20 houses a day someone can do? That’s cold calls?

Mr. Marino

Correct.

Alderman Richardson

That’s kind of an average, | guess. Some people aren’t home, some people are.

Mr. Marino

Yes.
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Alderman Richardson

So your success rate is what? About 20 percent? Fifty percent with cold calls?

Mr. Marino

It's about 60 percent.

Alderman Richardson

Sixty percent you’re finding someone home?

Mr. Marino

Yes.

Alderman Richardson

How endemic is the problem? You talk about some of these houses, the data on them is kind of
stale or quite out of date. Could you quantify that? Is it like 50 percent of the houses in Nashua?

Mr. Marino

| don’t have any numbers in the way of quantifying it. All | can tell you is that the data is out of
date. The more data we collect and the more accurate we make it, the more accurate the
assessments are.

Alderman Richardson

I’'m looking at 25 days, 20 houses a day. You're not going to get many houses. There’s a lot of
houses in Nashua. By talking to you, it sounds like the data is significantly out of date. It
sounds like there’s a lot of houses involved and the data is quite ancient.

Mr. Marino

If my memory serves, we had approximately 1,000 houses that we hadn’t touched in ten years,
out of the 14,000 single families, 30,000 multi-families, and 6,500 condominiums.

Alderman Richardson

Whether this is just nipping at the heels of the problem, it’s really not going to address the
problem.

Mr. Marino

| don’t know if I'd categorized it that way, but it doesn’t get everything done with just this much
money. Correct.
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Alderman Richardson

Back this year on the 31% of May, $380 was transferred out of the valuation update and for
reinspections, it was moved over to conferences and seminars.

Mr. Marino

Correct.

Alderman Richardson

What'’s that priority? How does that rate against the priority of...

Mr. Marino

It's only $380 to educate my staff. | think it's a very high priority as opposed to this.
Alderman Richardson

Your staff needed to do that? | don’t understand what that conference and seminar was all
about? Could you help me out with that?

Mr. Marino

Sure. It’s attendance for my staff at the NHMA conference to be held in November. It used to be
NHMA — New Hampshire Municipal Association. Now it is the LGC — Local Government Center.
The Local Government Center is a conference held every November for three days. The
Assessor’s Association has a specific track of classes every day for those three days. | take
advantage of that to send my staff so that they can get credits. They can speak with other
assessors, and they can get educated about things that they need to know.

Alderman Richardson
| thought we had that money set aside in the conferences and seminars line item.
Mr. Marino

Yes, but it was used up. There wasn’t enough money so | used money from this line to send my
staff to this conference.

Alderman Tollner

| will definitely support this escrow request. | think everybody on the board has spoken with a
number of people in the city that, at one time or another, have been tweaked on the assessment.
| think that’s what this department is trying to address — to go back out there and take another
look at it. | think it is money well spent. | think it will address some of the concerns that the
residents have discussed with a number of us over the last year.
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Alderman Cookson

Just a quick follow-up on Alderman Richardson’s line of questioning. For $380, how many
members of your staff are able to attend this conference?

Mr. Marino

| believe ever member of my staff. | have ten personnel in the assessing office, and one
individual in GIS.

Alderman Cookson

And they will be attending all three sessions?

Mr. Marino

No, | can’t afford to send everybody all day. They will attend one, two or three of the days. The
assessing staff will probably go for two or three of the days. The administrative staff will probably
go for only one of the days.

Alderman Teeboom

What is the coefficient of dispersing these days?

Mr. Marino

On what?

Alderman Teeboom

The city.

Mr. Marino

The entire city? When | started last week, we were under ten looking at all of the sales. |
haven’t done residentials including the condominiums and the mobile homes, yet. But the single
families are about 6 2. Condominiums are the same thing — about 6 7%.

Alderman Teeboom

It used to be a two.

Mr. Marino

No. We were never a two. If anybody tells you this year would be a two, they either have a
sample of about three properties or they are quipping the books.

Alderman Teeboom

Do you see a big shift right now?
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Chair Deane

| want to reel this back in. If you want to talk about this afterwards.
Alderman Teeboom

We're talking about assessing.

Chair Deane

We're talking about a request for money - $9,700. We're not talking about co-efficient dispersion,
percentages. You can take that up on your own dime. | would be interested, but this isn’t the
time or the place. I've had many complaints about people getting off the beaten track. We want
to make sure that we reel everyone in.

Alderman Cookson

I'm just curious. The $2,300 that was the pervious year escrow for reassessment of properties,
Does it need to be spent prior to engaging the Fiscal Year '08 budget?

CFO Anderson

It doesn’t have to be spent prior to the end of the fiscal year. Whatever the escrow request is and
what it is requested for, it will in all cases just be spent on that.

GIS
Mr. Marino

The consulting services would be used to hire an application developer to develop some
specifically targeted applications for deploying the GIS via the internet to different departments in
the city. We have the software that is necessary as a base, but it's more of a very higher level
applications. It's been our philosophy that rather than hire an application developer to be on staff,
that these small applications can be developed relatively inexpensively by using a GIS vendor
who deals with this stuff all the time rather than having someone come up the curve and keep
them on staff with the benefits. That’'s what we have been using consultant services for. The
computer software would be utilized to purchase software that will assist in the collection of data
in the field, as well as being utilized for things such as emergency operations. There’s a specific
piece of software that | recently saw that | want to acquire for the city which will allow you to take
a camera picture in the field, make notes on a hard copy map. When you dock the map, the
camera pin remembers everything that you have done and uploads the information and it
immediately becomes GIS information. It's rather a remarkable application. | think it would
benefit just about every department in the city that needs to collect information. It could be used
for things like accident investigations, fire scene investigations, and would greatly increase the
amount of information we gather for GIS as well as providing better information for analysis at the
user end.
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Alderman Cookson

Was isn’t a justification included with this request for escrow? Why do we have to have Mr.
Marino sit here and provide us with a justification and a description of the line item when it could
be provided and we could review it and then proceed to ask questions accordingly? Right now |
think this is a waste of time. It would have been better to have this information ahead of time,
and it would have been a better use of time. How do we adjust this so that for future year
escrows, we actually have a justification accompany the particular item that is being requested to
be escrowed?

Chair Deane

You can blame me. | sat down a couple years ago with Mrs. Anderson. Before, we used to get
nothing. We’d get a resolution and it would have the department, the request. What you see on
the front page was it. Cindy might have put this together. We sat down and tried to format
something that was something that we didn’t have before. If you go to page ten, and you look at
the explanations for the police escrow of $12,000, it gives a detailed explanation. Requests are
made through the financial services for escrow. They are given this to fill out. What they putinis
what they put in.

CFO Anderson
We put in what the department heads or the division directors give us to put on this form. Itis

basically their request for an escrow. We can certainly request and make it known that we want
more detail information from this point forward on — all escrow requests.

Chair Deane

In the fourth box over in the explanation, we can put a detailed explanation of escrow funds.
Alderman Cookson

| agree with that. Every instance that | have been in whether it be education or business, I've
always had to make a request to my manager saying this is why | want such and such. This is
why | need it. Here’s the justification. If the justification doesn’t hold water then there is no

reason why that needs to go to my manager’'s manager. That’s what | see potentially happening
in this particular case. | would like to see it go through a little more scrutiny before it comes to us.

Chair Deane
It did. It goes through the mayor’s office, correct?
CFO Anderson

Yes.
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Alderman Cookson

The mayor received the statement that said that the explanation for this escrowed fund is
consulting services and it got that person’s approval at that point? That was enough justification
for a person to make an educated decision on this or did Mr. Marino or somebody else have to sit
down with the Mayor and say this is what the consulting services mean?

CFO Anderson

In this instant, since it is a like service, the mayor would have made the assumption at that time.
He didn’t vote to deny or approve this. He didn’t really have the authority to approve this because
it is ongoing. The mayor knows the types of accounting services that Angelo Marino would need.
He would not deny that. He just lets that go forward. In the past, it's always been that the
department heads came and made the case for what their request was. Some people go into
much greater detail. Some people go into too much detail. Other people are very succinct in
their request.

Alderman Cookson

| have higher expectations. This doesn’t do what | would like it to do.

Alderman Teeboom

| don’t know why Mr. Marino is here. It's 9:30 p.m. He’s been here since early this morning, |
presume. The information that Mr. Marino, he could provide in one paragraph for what I've heard
so far. It's consulting. Either you need them or you don’t need them. We’re not in the position to
do an analysis of how detailed the consulting. They should take his word for it. | don’t see a
need for, in many cases, this whole parade of questioning. | think a better way for next year,
perhaps, is to get some justification for each of these in writing — through e-mail. If we think we
need more backup we can ask the gentlemen to show up. | don’t have a problem with the
assessing thing. | think it is necessary. | think we save ourselves millions of dollars by not
having to hire a consulting firm to do it for us. There’s an item missing on the new sheet that
says “maintenance computer software — denied - $5,000.” If it didn’t say “denied” it would have
come here today. | would have approved that also because who can deny computer software
maintenance. The mayor must have denied it, right?

CFO Anderson

Yes.

Alderman Teeboom

Perhaps | am coming from a different angle than Mr. Cookson, but | don’t think is necessary for
Mr. Marino to be here. | don’t think the questions are all that relevant. | think it could be
answered with a couple of paragraphs on a piece of paper. And, that applies to many. Not just
to Mr. Marino; it applies to most of these escrow requests.

Chair Deane

I'll have you realize, Ald. Teeboom, there’'s $3,595,845 of additional spending being requested.
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Alderman Teeboom
On this case, $4,000 - $3,000.
Chair Deane

It's $3.5 million of ongoing spending being requested to add to an operating budget that we just
approved in May. $3.5 million is a lot of money.

Alderman Teeboom

It's a balance, Mr. Chairman. For instance, there’s $309,000 escrow requests for the fire
department. For $309,000 | can see the fire chief coming up and having some discussion.
Having the same discussion for $5,000 | don’t think is necessary.

Chair Deane
Okay, then fine. Stop talking and the discussion will end.

Alderman Flynn

These two departments, how much did they end up having as a positive bottom line number?
GIS and Assessing.

CFO Anderson

On the assessing department, before the escrows, it shows that there remains about $19,800.
On the GIS, it's about $8,500 before escrows.

Chair Deane

We have an amended version that was sent in our packets. It adds $80,000 for the fire
department, $460,000 for water supply hydrants, $31,681 for community development, and
$2,213 for building maintenance. Is the $31,681 for community development, is that the assistant
plans examiner money?

CEO Anderson

| believe so.

Chair Deane

Now we’re purchasing flooring. We had the initial discussion on the first communication we
accepted the other day on the fire protection issues.

CFO Anderson

| did confirm, Mr. Chairman, | did talk to Pennichuck a day or two after that. | told you | received
another communication for them with the 3.07 percent increase. | was concerned that | wasn’t’
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escrowing enough or that | was misinterpreting it, and I’'m not. The other 3.07 does impact us. It
comes up to about $55,000 for the year. What | really needed in total was $450,000. | put in an
extra ten and Ms. Hartley from Pennichuck agreed with me. She was concerned that they didn’t
put anything in for additional hydrants that might be added during the year. We had no buffer for
any of that. | putin $10,000 for that. When | look at the communication | received from
Pennichuck the rates are only going through February of ‘08. There is the concern, and | just
want to raise your awareness to it, that we may be coming back if they get another rate increase
and the PUC says that some of that rate increase will be passed on for fire protection. It certainly
won’t be, we would hope, to the range that it has been this past year. But, | want to make you
aware that at the end of the last quarter of the fiscal year, there could be another rate increase.

Chair Deane

I will make a motion to amend under water supply, hydrants...

Alderman Richardson

We accepted the communication, we have not amended the resolution yet.
Chair Deane

That’s because there are two requests in here that | am not going to support adding. One is
$80,000 for the fire department; the other one is the $33,000 plus for assistant plans examiner.

CFO Anderson

If possible, the resolution that we submitted to you that is amended, that reflects all the changes
that you had asked for. | would recommend that you accept that and then go back in and remove
what you don’t want.

MOTION BY ALDERMAN DEANE TO AMEND R-07-213 IN ITS ENTIRETY WITH THE COPY
PROVIDED WITH THE AGENDA DATED 26 JULY 2007

MOTION CARRIED

MOTION BY ALDERMAN DEANE TO AMEND R-07-213 BY REMOVING UNDER
DEPARTMENT 573, ECONOMIC DEVELOPMENT, $2,750, COMMUNITY DEVELOPMENT,
576, BUILDING, $28,931

ON THE QUESTION

Alderman Teeboom

Are these new? They weren’t there before?

CFO Anderson

They were there before | believe.
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Alderman Teeboom

| thought we tabled these in finance?
Chair Deane

We tabled a request to install flooring in finance.
Alderman Teeboom

So what are we going to do here?

Chair Deane

I’'m reducing this amount.

Alderman Teeboom

Why is that? I’'m not in favor of that at all.

Chair Deane

Page 43

The director came in here and told us of the grave concerns about not being able to take care
and supply services to those going to attend to pick up permitting and stuff. That person was

never hired. And now here we are taking the money out of an 11 line ...

Alderman Teeboom

| could care less about that argument.
Chair Deane

That’s the motion on the floor.
Alderman Teeboom

I’'m discussing it.

Chair Deane

That’s the motion.

Alderman Teeboom

And I've got the floor and I'm discussing the motion.

Chair Deane

That’'s the motion.
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Alderman Teeboom

I’'m not interested in hearing about the horse trading. I’'m interested about the merit of the
escrow. | don’t care about the horse trading or whatever happened in the past. The point | am
trying to make is, if | remember right, we had it in finance, and | asked that it be tabled because |
thought we should do more than just do flooring in the community development division.

Chair Deane
That is correct.
Alderman Teeboom

That stands tabled right now. If we’re going to be serious about doing some flooring in the city
hall, we should escrow this. | don’t care about the building inspector or whatever personnel. |
care about this one. | think we need to have money to start the carpeting in this building. It's a
disgrace as | have said before. In fact, there’s some parts where you trip over the carpeting. The
thing | didn’t like about what Kathy was doing is she is only looking ouit for her own division. | say
we should do the whole building. We tabled it for that purpose. We were suppose to get back an
estaimate of what it would take to do the building — not at $90/square foot or some ridiciulous
number. I’'m voting to keep it in escrow until we find out what it is going to take to put decent
carpeing in this building.

Alderman Richardson

The flooring that is being talked about is not carpeting. We are talking about putting in rubber
flooring. It's not putting in new carpeting. The other thing is that is being held in finance and
while you made a good pitch about everybody’s problem needing to be addressed, it requires
moer money. You don’t really know how people are going to vote on that anyhow. |, for one, am
not in favor of it. While that comes to pass, if that comes to pass that that does not pass, and we
approve this escrow, that money is just going to be sitting there. So it will be in that department,
and it will be used for something else. Not a good situation.

Alderman Teeboom

Piont of order. If that money is escrowed, can it be used for something else besides what it is
escrowed for?

CFO Anderson

No. If they want to use it for something else, it has to come back to you as a board and be
approved by the Board of Aldermen.

Chair Deane

How long has that been in place?
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CFO Anderson

That’s always in place. For several years now. It didn’t happen this past year because there
wasn’t anything we needed to come forward. But since this escrow legislation all changed
several years ago, we make sure to come back and get a vote of the Board of Aldermen.
Alderman Richardson

The capital improvements land use code, we have not included as part of the motion?

Chair Deane

Printing another cost of updated code. | thought was being done in-house.

Alderman Richardson

| thought so too.

CFO Anderson

Trhere was a question on that, if that was being done through city clerk’s office or something. |
understand that this number was still needed. We checked with Roger Houston. | understood
tha the money was still needed.

Alderman Richardson

The discussion that we had was that if we went outside it would coste $50 per book. If we did it
in-house, it would be $25 per book. The amount of charge that we have for it is $25 for book, no
matter who does it. In one case we’d be breaking even. The other case, we would be losing $25
per book.

Chair Deane

You are correct.

Alderman Cookson

| wasn’t privy to the finance meeting where the fund was discussed. Alderman Richardson just
gave a brief description of some rubber flooring.

Chair Deane
Similar to the flooring that is down in the motor vehicle area. It's the same type of rubber flooring.
Alderman Cookson

Thank you very much.
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Alderman Teeboom

You’re mixing up a proposal in finance. The escrow says flooring. It doesn’t say anywhere
“rubber flooring.”

Chair Deane

The type of flooring that was discussed is the same type of flooring that is down in motor vehicle.
Alderman Teeboom

I’'m talking about this escrow.

Chair Deane

Similar to the requests that were made that were captured on the TV 16 audio.

Alderman Tollner

If we were to approve the escrow for the installation of flooring and it says in the community
development area, suppose we wanted to put carpeting up the back steps, would we be able to
use this money for that?

CFO Anderson

| would take it as very literally. That's what | have done. | would take it as the community
development area. If you want to change that...

Alderman Tollner

If we amended it to state “installation of new flooring within city hall?”
CFO Anderson

I would think that would be the board’s prerogative to do that.

Alderman Flynn

Is that going to end up in a capital improvement account now? I’'m not going to support it, but if
we did support it, what kind of account wouild it be in? It's a capital improvement type project,
isn’t it?

Chair Deane

It has to be over $50,000.
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CFO Anderson.

Right, and it's not over $50,000. These two, what is going to happen, the one where you see it is
coming from economic development with a 573 code would end up in 590-23573. The one for
576 would be in a code 590-23576.

Alderman Flynn

The adjustments, if they are denied, it lapses into general fund?
CFO Anderson

Yes.

Alderman Flynn

And general fund is what we are going to look at in two weeks and decide if there are any
additional monies in the general fund to apply towards the tax rate.

CFO Anderson

Yes, you can do that. You could even do a first and second reading at the first meeting in
September, and we could make it. | don’t’ like doing it that tight, but you could do it then.

Alderman Flynn

These monies here, when they go through the full Board, if the full Board concurred with this,
these monies would lapse into general fund. That would be a pocket of monies or dollars that we
could look at in terms of how healthy or not healthy we are in undesignated, unreserved and
decide if we could apply that to the tax rate.

CFO Anderson
Yes.

MOTION BY ALDERMAN TEEBOOM TO FURTHER AMEND BY CHANGING THE
EXPLANATION FOR ESCROW FUNDS FROM INSTALLATION OF NEW FLOORING IN THE
COMMUNITY DEVELOPMENT AREA IN BOTH THE $28,931 AND THE $2,750 FROM ACCT.
573-59100 AND 576-59100 INTO INSTALLATION OF NEW FLOORING IN CITY HALL

ON THE QUESTION
CFO Anderson
I would put it into capital imporovements for short-term. | would put it into a 617 account.

I’m not sure what the designation is. | can bring tomorrow night what that two-digit commodity will
be.
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Alderman Teeboom

There’s a motion on the floor. We can fix the account number later.

MOTION BY ALDERMAN TEEBOOM TO FIX THE ACCOUNT NUMBER LATER

Division Taken

MOTION FAILED

Alderman Teeboom

That was not the motion.

Chair Deane

The motion was not to fix the account number later, was it not?

Alderman Teeboom

No, that was not the motion.

Chair Deane

Your motion was to transfer into a 600 account, for a total of $31,181 for flooring in city hall.
Alderman Teeboom

Into a 617 account.

Chair Deane

Well make yoiur own motion.

Alderman Teeboom

That is my motion.

Chair Deane

Please repeat your motion for the clerk.

MOTION BY ALDERMAN TEEBOOM TO TAKE $28,931 AND $2,750 FOR A TOTAL OF
$31,681 FROM ACCOUNT 573, ECONOMIC DEVELOPMENT, AND 576, COMMUNITY
DEVELOPMENT BUILDING AND TRANSFER IT INTO A 617 ACCOUNT FOR FLOORING

WITHIN CITY HALL

ON THE QUESTION
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Alderman Cookson

I’'m looking at the adopted fiscal year ’08 budget, and | see a short-term project, 617-01 capital
improvmenmets building maintenance, gernearl repiari city hall, for $105,840.

CEO Anderson

That would be a perfect account to put it into.
Alderman Cookson

What's being done with that $105,0007?

CEO Anderson

Off hand, | don’t know exactly. It could be that they are doing work on the front stairs. | know
there’s a lot of problems out there. | think that’s the majority of it.

MOTION BY ALDERMAN TEEBOOM TO FURTHER AMEND TO TAKE $28,931 AND $2,750
FOR A TOTAL OF $31,681 FROM COMMUNITY DEVELOPMENT, ACCOUNT 573,
ECONOMIC DEVELOPMENT, AND COMMUNITY DEVELOPMENT, ACCOUNT 576,
BUILDING AND TRANSFER IT INTO ACCOUNT 617-01 FOR FLOORING WITHIN CITY HALL

ON THE QUESTION
Alderman Flynn

If we do it this way, is this resolution going to take a 2/3 vote at the full board because there was
no money funded in this year’s budget for this capital improvement project?

CFO Anderson
It doesn’t make it supplemental. There couldn’t have been anyting in the '07. Maybe we revert

back, just to keep it clear, to the 590-23517, because they have those line items within the 517
budget, within the operating budget. That’s a good point. That might trigger a problem for us.

Chair Deane

Why would that not be a supplemental appropriation? You're increasing a line.

CFO Anderson

We would have to do a separate resolution. | wouildn’t be able to do a supplemental one on this.

It's similar to the other legislation that you got before you. There’s other legislation where it is a
supplemental and we need the ten votes.

Alderman Flynn

It's similar to the parks legislation, isn’t it?
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CFO Anderson

Yes, it is similar to that. | think what | would rather do is see it go to the 590-23517. Then what
we can do after the year starts after this passes, you can turn around and we can submit a piece
of legislation and then transfer for it into that line item. That wouldn’t trigger that type of vote.
You could eiterh spend it out of the 590 account or you could transfer it to the 617-01.

Chair Deane

The 517 designates what?

CFO Anderson

That it would be under the building department.

Chair Deane

And the 23 line?

CFO Anderson

Prior year escrow.

Chair Deane

Isn’t the 23 a two-digit?

CFO Anderson

It's a two-digit but it actually ends up being a five digit: 23517.

Alderman Teeboom

That makes another supplementary?

CFO Anderson

It will not be a supplementary. The reason why it wouldn’t be is because in the building
maintenance department this year, there’s building maintenance items. As long as there’s
building maintenance items, it would not be.

Ald Wil

| wanted to read from the capital imporovements book before we vote on this piece for $31,000
for floioring at city hall. | think we accepted this. “General repiairs, city hall, $105,840” for this
year. It goes on to say that the front steps at city hall continue to deteriorate. We’re going to fix
th front steps. It continues on inside the building. We are concerned about the appearance,
efficiency and safety for employees. The request includes new front stairs, erplacing hallway and

stairway flooring with a safer and easier to maintain surface. | think this $105,000 is ear-marked,
a portion of it, for flooring.
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Chair Deane

When you go into the 600 account in the budget, there was no funding approved for that.
Alderman Tollner

If yiou put funding in there, then you’ve got to get two-thirds.

Alderman Williams

We didn’t fund this $105,000?

Chair Deane

No. If you look in your budget book under the 600 account, very little capital was funded.
Alderman Teeboom

That’s why we aer trying to do it now.

Chair Deane

If you look at these escrow dollars, there could be $105,000 in here that you could move around
to fund whatever you wanted to fund.

MOTION BY ALDERMAN TEEBOOM TO FURTHER AMEND TO TAKE $28,931 AND $2,750
FOR A TOTAL OF $31,681 FROM COMMUNITY DEVELOPMENT, ACCOUNT 573,
ECONOMIC DEVELOPMENT, AND COMMUNITY DEVELOPMENT, ACCOUNT 576,
BUILDING AND TRANSFER IT INTO ACCOUNT 590-23517 FOR FLOORING WITHIN CITY
HALL

Division Taken

MOTION FAILED

MOTION BY ALDERMAN DEANE TO TABLE R-07-213

Alderman Richardson

That was further amendment so the original motion is still on the floor to remove those two line
items.

MOTION CARRIED TO AMEND R-07-213 BY REMOVING UNDER DEPARTMENT 573,
ECONOMIC DEVELOPMENT, $2,750, COMMUNITY DEVELOPMENT, 576, BUILDING,
$28,931

Chair Deane

I'll make the motion now to hold R-07-213
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Alderman Tollner

Mrs. Anderson, if we were to finish this legislation would you still have to come back tomorrow
night?

CFO Anderson

| wasn’t going to come back tomorrow night, but it doeasn’t matter. | don’t know how much dertail
you want to get into thought.

Chair Deane
Oh well, it’s ten o’clock.
Alderman Tollner

I will not support the motion to hold. My reasoning is this way Mrs. Anderson doesn’t have to
come back another night.

Division taken on motion to table.
MOTION CARRIED
GENERAL DISCUSSION

Alderman Tollner commented that the committee took about %2 hour to discuss the last line item.
Mrs. Anderson requested that the committee go later so she wiould not have to come back here
tomorrow night. He thought it was a reasonable request. There has been e-mails going around
that the committee should end their meetings at 10 PM, but he feels it should nto be a steadfast
rule. He asked that the cmoittee consider this as it moves forward.

PUBLIC COMMENT

Bob Sherman, 7 C Taggert Drive. Incoming President of the Nashua Teachers Union. Mr. Sherman
reminded the committee that the salaries at the top of the schedule are at 3 percent or thereabouts.
The teachers do not get overtime. He cannot read in seven hours papers of over 90 students. He
has been teaching for 36 years, it's not a 7 hour day. Mr. Sherman asked that the committee
remember that at the end of ‘06, there were 12 schools that did not meet AYP. Given the President’s
“No child left behind” the Nashua North High School is undergoing a re-accredition this fall. He
hopes the contract is approved so the teachers can start the school year working and putting in all
the hours necessary. He passed out an article on health care isnruance from this week’s Forest
Magazine.
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ADJOURNMENT

MOTION BY ALDERMAN TEEBOOM TO ADJOURN
MOTION CARRIED

The meeting was declared closed at 10:08 p.m.

Alderman Daniel Richardson
Committee Clerk



