BUDGET REVIEW COMMITTEE
September 4, 2008

A meeting of the Budget Review Committee was held Thursday, September 4, 2008 at 7:02 p.m. in
the Aldermanic Chamber.

Alderman-at-Large Brian S. McCarthy, Chair presided

Members of Committee present: Michael J. Tabacsko, Vice Chair
Alderman-at-Large David W. Deane
Alderman-at-Large Lori Wilshire
Alderman Michael A. Tamposi

Members not in Attendance: Alderman-at-Large Ben Clemons
Alderman Mark S. Cookson

Also in Attendance: Alderman Richard P. Flynn
Alderman Jeffrey T. Cox
Michael Gilbar, Chief Financial Officer/Comptrolier
James Mealey, Chief Oper. Officer, Nashua School District
Robert Hallowell, Board of Education

Chairman McCarthy

| would first like to invite Mr. Gilbar up. Do you have an update for us on the costing of the fire
contract?

Daniel Gilbar

| gave you a copy of a complete analysis for each one of the pending contracts, and what | tried
to do is combine a couple of things; | had a request from Alderman Deane to make comparison
to CPI, took a look at the full contract based on Alderman Flynn’s — he had done a similar
spreadsheet calculating the total cost of the contract over the life of the contract. Most of this
sheet is just a rehash of the costing sheet, just the numbers copied in there through to about 2/3
of the way down.

About half way down | take a look at both total costs and then total costs less benefits, and 1 will
explain why | did that in a minute. The two rows that are in bold that say cumulative dollar
change over FY07, and | am just looking at the fire contract — all of the others follow a similar
format, cumulative dollar change over FYO07 is the total cost over the life of the contract done in
the same way that Alderman Flynn or similar way to Alderman Flynn’s spreadsheet. Then | show
the cumulative percentage change over the life of the contract.

| calculated the total cost less benefits because when we do that analysis we need to factor out
the benefits in making that comparison because the benefits are going to go up regardless of
what that contract or whether the contract goes into effect or not. In other words, your base pay
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and the salary related items may stay the same over the course of that contract, but the cost of
those benefits, if they maintain the same benefits, will increase over that period of time.

Basically what | did was | took those two calculations and then made a comparison to the CPI,
which shows just a little ways down. | show the cumulative cost over the course of that period of
time and then | show the cumulative CPI over the course of that period of time so that you can
actually see the comparison and the difference between the CPI and what the cost of the
contract is.

Then | show the average cumulative increase per employee, and that is the full amount of the
increase over the five years of the contract. It looks at it per year, and then it looks at the total for
the five years of the contract.

The additional percentage that | have in there, percentage of cumulative increase over CPI, is
just for — | kind of did that for my purposes just to kind of test it and then compare it from contract
to contract.

At the bottom | re-looked at the contingency calculations. The thing that was missing in the last
calculations was the overtime costs. They needed to be counted basically for the retro years.
That wasn't done. The total amount of the fire contract that is in the contingency and escrows
was close to $650,000. | also included the health insurance savings information, which was in
one of the sheets that you received along with a costing sheet, so that you could just see that all
in this single sheet. That is just again a rehash of what you have gotten before.

In each one of these contracts, | have shown the balance that hasn’t been funded for each of the
contracts. As | understood, the difference would be absorbed in the individual departments’
budgets, but obviously fire is a little bit larger amount.

| am happy to send you the spreadsheets if you want to take a look at those and play around with
them. It is one workbook and | just have separate worksheets for each one of them.

Alderman Deane

This is a very revealing spreadsheet. Your average cumulative change per employee is that
cumulative change salary and benefits?

Michael Gilbar
Correct. Salary, pensions, and benefits.

Alderman Deane

So when we look at this fire cost, and you have FY08 as an increase of $6,085 for FYO08,
$11,796 for FY09, $17,525 for FY10, $22,772 for FY11 for a total change of $58,178 over a five

year period.
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Michael Gilbar

Keep in mind that each of those year totals are from the base or the calculation is from the base
that was in FY06/Fy07.

Alderman Deane

So that doesn’t include overtime?
Michael Gilbar

That does include overtime. | am sorry when | said base | meant the base total. The total from
FYO06/FYO07 so that includes overtime, pension, benefits, everything.

Alderman Deane

How did you arrive at that figure per employee? Did you take the...

Michael Gilbar

The 165. The firefighters had all full time employees included in that number. The others had
some part time, and | weighted the part time. | didn’t have their individual hours so the way |
weighed them was based on the budget to the total. That part is not entirely accurate, but it is
close enough for purposes of this analysis.

Alderman Deane

What is the total of the department side’s obligation? That would be the $646,597 for salaries,
but the pension and benefit packages that are included in 308, 508, 597 | believe it is the other
three digit 500 accounts...

Michael Gilbar

That is not included in here. Those are in a separate account.

Alderman Deane

That was an interest | had was to see what the net affect was of some of these contracts on
those other operating budgets that people tend to forget about. The approval of the contracts
adds to the liability of those different three digit commodity codes. | think lots of times, | am of
the opinion that, | don’t believe that is taken into consideration because the departments are
absorbing the salary figures, but the rest of it they don’t absorb. | guess that is all part of their
negotiating.

This is very informative. Like you said earlier, it is a lot to digest in a short period of time for me
anyway. | appreciate your efforts. So we are short $648,597 to fund the firefighters’ contract.
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Michael Gilbar
Correct.

Alderman Deane

If they were to absorb that number in their operating budget, right now | believe they are running
at about 91% or 92% payroll.

Alderman Tabacsko

This is very informative indeed. To make sure | understand the cumulative line here because
that is something kind of new in these. That far total that is just adding up each of those years so
if you wanted to take the average you would divide the average cumulative increase per
employee, you would take the total and divide it by the five years of the contract?

Michael Gilbar
Correct. And just to clarify, Alderman Flynn referred to — | called it the cumulative total and
probably should have used the same verbiage that he did because it amounts to the same thing

as the W2, it is essentially W2 totals.

Alderman Tabacsko

You said this is available to us in an Excel document that you can send out to us, and does the
fire commission and fire department have copies of this yet?

Michael Gilbar
No. | just barely completed it.

Alderman Tabacsko

Can you take care of getting that to them as soon as possible? Thank you.

Alderman Flynn

Basically these numbers seem to be very similar to what | had. | don’'t see anything wrong with
my columns at all. The difference | think becomes that the base year that we are using for going
forward we actually just used FY07 numbers now instead of the FY06 numbers that were in the
spreadsheet that was given to us with the contract correct?

Michael Gilbar

Actually, | am using the FYOB as the base in here, but FY07 was a zero year so it is essentially
the same numbers in this particular one.
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Alderman Flynn

Well not really because the overtime was different in FY06 and FY07 on the spreadsheet we
were given. That was a number that was giving me a lot of problems was dealing with that
overtime.

Michael Gilbar

And | figured out after we had talked about it, the $2 million that was in there that was an actual
number. It was an actual number, and | believe it was because of vacancies in the department
so there was some shift coverage. What happened was the actual base pay reflected the full
compliment of employees, but the overtime was the actual amount for that FY06 year so that was
what gave you the hard time — it didn’t make any sense.

Alderman Flynn

| struggled with that number. | didn’t want to adjust it because | didn't think it would be fair to this
committee to kind of like make up my own numbers, but | knew there was some problem with
that. | think we had the Chief comment, we kind of talked about that a little bit with the Chief that
they were probably short some extra people, and had to hire overtime or whatever. | can
understand you doing that. | struggled with that myself, but | didn’t dare change it thinking that
people would look at my numbers and say he is making up his numbers. | prefer that the CFO or
the city do that. Thank you.

Secondly, could you explain — as it turns out now the contingency calculations are just about right
on from my numbers except for one number, the $909,1637? | didn't get that number. How did
you get that number? We go to the very bottom of the page and we have escrow and
contingencies. | had the escrow number, but my contingency numbers were around $700,000.
How did that number get to be $900,000? What items contributed to that number?

Michael Gilbar

That was a total | was given from accounting. | think what was missing was there was an FY08
and FY09 component to the number, and | think it was only the FYQ9.

Alderman Flynn

On the spreadsheet that | e-mailed to you after the meeting on Tuesday night, | don’t know if it
was included in the spreadsheet that | handed out here, but | gave you my exact — the years and
the contingency numbers and where | thought they came from. If you could do that courtesy for
me | would like to have a little bit more of a breakdown why that number is $909,000. When | go
through the budget book | get the $335,000 and then | think there is a $336,000 or a $337,000,
and then there is another entry after that that is like $360,000 or $370,000. | think that is what |
gave you on my spreadsheet so there is a $200,000 gap that shows on my spreadsheet that | e-
mailed to you on Wednesday. The $648,000 is bad enough, but I think it would be helpful to me
- 1 did put a lot of time into this spreadsheet to after the fact understand why | missed a
$200,000 opportunity to reduce the gap and try to make the contract move closer to an
affordable opportunity for us to resolve. | would appreciate that if you could do that.
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Michael Gilbar
| will check that out and e-mail the details to you.

Chairman McCarthy

The insurance numbers, under health insurance we see the health insurance number come down
when the language provision of the contract kicks in FY09, and that results in a net decrease of
$100,690, but when we actually look at the savings there we have to look at what the number
would be if we didn’t put the contract in place. Do we know what that number is?

Michael Gilbar
| think the calculations are in that original health sheet that you folks received. | talked to H.R.
about it. When they were doing their calculations they were assuming that there was a 10%

increase in the essentially the premiums over the course of time, and that was how they came up
with their calculations for what it would have been if it had been status quo.

Chairman McCarthy

Okay so that would have been a $225,000 increase or thereabouts looking at the previous year.
Michael Gilbar
Roughly yeah.

Alderman Deane

Let's extend that a little further and go out to 2010. We see that the increase just continues at a
clip of $200,000+ a year right?

Michael Gilbar
With 10% yeah.

Alderman Deane

With the 10%. You see in the minus 4.2 that is a change of a prior year, but that includes the life
and dental and health, but then when you go into 2010 it goes up 9.3%, in 2011 it goes up
another 9.4%.

Chairman McCarthy

But it would have gone up even more otherwise.
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Alderman Deane

Well, | think a lot of that is predicated on working rates, and those have yet to be decided
although we know insurance had a tendency to dip in cost of premiums. | know mine haven't.

Michael Gilbar

| think in general, industry wide the trend has been somewhere | believe we are a bit lower than
the trend, but | think it is somewhere around maybe 12% or so.

Chairman McCarthy

Are there any other questions on the costing of the fire contract?

Alderman Flynn

This line that you have on here about 2/3 of the way down the page, annual CPl/spending cap,
that would be the — you are using that CPI across the page over here to get — in the middle of
that section you have the 2.7% and you have the cumulative 5.8%. That is assuming that we
could balance a budget when the CPI is at 4.5%.

Michael Gilbar

Correct.

Alderman Flynn

If you want to have your budget go up by 4.5% you can have your expenditures go up, but if you
don’t have your revenue go up then you have your tax going wild. It is one of the problems with
inflation in the way that we do it anyhow is the CPI goes up, there is an assumption somehow
that revenues are coming up to keep the gap the same on taxes. That 4.5% you have to really
see your revenues go up in FY11.

Michael Gilbar

Of course the FY10/FY11 are really guesses at this point. Although | think the 4% is probably
going to be relatively close in FY10.

Alderman Deane

When | spoke with Mr. Gilbar the discussions we had was about the current status of the CPI,
which is about 5%. That is what it is running at now due to fuel and everything else. When you
see the percentages that he plugged in those areas, we did a little smoothing method there and
pushed it out in that fashion to show that as something to use going out with a three year
average. | think what he did was pretty fair. He gave us something to look at. Itis nota
concrete number, but | understand what you are saying about the increase in revenues and
property taxes as well.





























































































