BUDGET REVIEW COMMITTEE
September 16, 2008

A meeting of the Budget Review Committee was held Tuesday, September 16, 2008 at 7:05 p.m. in
the Aldermanic Chamber.

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

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

Members not in Attendance:

Also in Attendance: Mayor Donnalee Lozeau
Alderman-at-Large Fred S. Teeboom
Alderman Richard P. Flynn
Stephen Bennett, Esq., Deputy Corporation Counsel
Michael Gilbar, Chief Financial Officer/Comptroller
Brian Morrissey, Fire Chief, Nashua Fire Rescue
Paul A. Garant, Fire Commission
Timothy Soucy, Nashua Fire Rescue
Richard Wood, Fire Marshall, Nashua Fire Rescue

COMMUNICATIONS - None

UNFINISHED BUSINESS — RESOLUTIONS

R-08-106

Endorsers: Alderman Michael J. Tabacsko

Alderman Marc W. Plamondon

Alderman-at-Large Lori Wilshire

Alderman-at-Large Benjamin M. Clemons

Alderman David MacLaughlin

Alderman-at-Large Brian S. McCarthy

Alderman Jeffrey T. Cox
APPROVING THE COST ITEMS OF A COLLECTIVE BARGAINING AGREEMENT
BETWEEN THE MAYOR AND THE BOARD OF FIRE COMMISSIONERS OF THE
CITY OF NASHUA, NEW HAMPSHIRE, AND LOCAL #789, INTERNATIONAL
ASSOCIATION OF FIRE FIGHTERS, FROM JULY 1, 2006 THROUGH JUNE 30,
2011

MOTION BY ALDERMAN CLEMONS TO RECOMMEND FINAL PASSAGE
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ON THE QUESTION

Chairman McCarthy

Mr. Soucy you had some information you wanted to bring to our attention?

Timothy Soucy

The last time we sat with Mr. Gilbar — we ran some numbers on our own. | am not saying his
numbers are wrong, but we do have some questions. We do have some spreadsheets if we
could get those into the record.

| would ask the Chairman, the last time we did contract negotiations, Rich Wood was on our
negotiating team, and he did the numbers for us. If you don’t mind | am going to have him
address the questions and go through this with you.

Chairman McCarthy

Sure.
Richard Wood

The piece of paper you have in front of you basically is the spreadsheet that was given to us,
prepared by the CFO’s office. You will see the base FY06 column and the FYOQ7 column, at the
top of those columns there are three numbers that you will see bolded on the top of FY08. Itis
the first three numbers; base pay, overtime, and longevity. Likewise in the FYQ7 you will see
base pay, overtime, the longevity number is the same as what was reflected in the original
spreadsheet. These numbers are derived by actual expenditures in FY07 and FY06.

You can see that if you translate this down the page to the contingency calculation section, that
modifying these numbers to reflect actual make a great impact on the shortfall projections. In
particular, the one tat has the greatest level of impact happens to be the FYQ7 base pay cost. |
guess the question is — so that we can understand exactly where the numbers that were
presented came from is, if we could get some information on what the numbers in Mr. Gilbar’s
spreadsheet represent for base for FY06 in those areas and also those three numbers in FY07.

Chairman McCarthy

| am not sure Mr. Gilbar is prepared to comment on them right now.
Michael Gilbar

| can make a comment. The numbers that were in the original analysis are based on active
employees. When you are calculating what you are going to pay for retro as well as for the
current year budget, you have to base it on the current employees that you have. If you take a
look at the historical data that is not going to give you the true picture because that includes
vacancies or a different configuration of staffing.
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When we do these calculations, in order to make them as accurate as possible, we take the
current employees that we have and then we apply the base year rates to those employees.
Overtime is a little bit different. We try to just estimate the overtime as best as we can. | can't
really comment on the numbers here because they do look a little strange because between
overtime and base you actually have a significant decrease between FY06 and FY07, which
could have happened, but | am just not comfortable with that. | can’t really comment on that.

What you really need to do when you are doing those calculations is to use the active
employees. Otherwise you are not going to get accurate numbers.

Chairman McCarthy

Let me see if | understand; the numbers then that are in your FY06 calculation are not what we
spent in FY0B, but rather what we would have spent if we had the same employee base that we
have now?

Michael Gilbar

Correct, and we applied that across — | think there are some vacant positions that we included in
that total so there was 165 total employees that we based that on.

Chairman McCarthy

And the numbers that Mr. Wood is presenting is based on what we actually spent?
Michael Gilbar
Correct.

Chairman McCarthy .

But that implies to me — if we start with those actuals, with not the actuals, but based on current
headcount and we run those through the five years of the contract and we say that contract is
short by X amount of money in the budget, that is not literally true because we have budgeted for
the number that we had in FY06.

Presumably we budgeted for the headcount we should have had. If we did that then that bottom
line is going to have substantial surplus in it at the end of the year if our run rate is lower than it
should be. I think the point that is being made is the shortfall is in fact covered by that savings in
that case.

Michael Gilbar

| wasn’t present when the budget was put together so | am not sure what went into those
numbers, but my understanding of the contingency figures were that there was 4% over and
above what was budgeted in those numbers. The contract actually came in at higher than that
so we do have a shortfall, but | don’t know what went into the budget detail initially. | know what
the bottom line number is, but | don’t know how that was derived.
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Richard Wood
So the FY06 base represents 165 employees is that correct?
Michael Gilbar
That is correct.
Richard Wood

In FY06 we actually had 171 employees. The FY06 — FY07 budget was when we lost 6 positions
and shaved $358,000 out of the overtime line. If you use your methodology on the base year
then we've got some challenges with the numbers.

Michael Gilbar
So that would explain why your number is higher because you have 6 extra.
Richard Wood

We used the actual number, the actual expense so if you look on page 2 provided line item by
line item, the positions covered, the lines that are covered by this contract, with the budgeted
amounts for FY06, the actual expenditures for FY08, the budgeted amounts for FY07 and the
actual expenditures for FY07, the totals of those columns and the actuals are what you see
referenced in those two areas on your spreadsheet.

The same has been done for overtime. The interesting thing was that in FY06 the original
legislation shows the actual number in the piece of legislation with the cost analysis provided.
When it changed to this particular spreadsheet it went from that $2,145,303 number down to a
$1,791,000. That is kind of what drove the attention to try to say well what is the methodology
being used.

Michael Gilbar

That was based on actuals. The base salaries were not based on actuals. Those were based on
what was projected. We made that adjustment to make it as correct as we possibly could get it.

Chairman McCarthy

When did we change from 171 to 1657
Richard Wood

| believe it was 171 in FY06 and 165in FYO7.
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Miphael Gilbar

So the positions were actually cut?

Richard Wood

Correct.

Chairman McCarthy

That unfortunately does mean that the budget in FY07 is — the FY07 number is basically where
the budget is based from now so there isn't additional surplus on being short.

Richard Wood

That is correct when we start looking at the shortfall in the contingency. If | may, where that does
come into play, however, is when we look at the attempt to compare the CPI impact? The CPI
for FYO7 is derived from the three prior year averages. When we look at this 2.7% number, what
that means is that if you look down under actual CPI spending cap under the comparison under
FYO7 it shows 2.7%. Based on that number, what that would mean is that is the allowable
percentage that the budget can increase over FY06 numbers. :

If that is true, then the challenge that we have is we have to look at actual expenditures in FY06
or actual numbers from FY06 otherwise it serves to escalate the gap. That is the concern we
have with the FY06 numbers. Correct that they do impact the actual funding line, but what they
do impact is the CPI analysis. The CPI analysis that we believe, using these numbers, is
referenced on page 2, and shows an actual decrease under the CPI for those three budget years
of $510,000.

Alderman Deane

If memory serves me well, there were years where Mayor Street was here when the CPl wasn't
even put into place when it came to budgetary increases. In some cases, there was flat
budgeting or prior year budgeting numbers that were required. When you fold the CPI out, the
CPI for the entire city budget is predicated on the CPI not just one department. There have been
years where some departments have received 9% or 10% increases and others have received
1% or 2%. | guess it is all in how you look at it.

Chairman McCarthy

| understand that in terms of decision making, but | think the point here is the analysis actually
shows what the fire department’s base salary budget does relative to the CPI, and in that, in fact,
you do have to take into account what the actuals were in the first year of the analysis. Not that
that is the rules by which we make the decision, just if you are doing that analysis these are the
numbers you probably should use.
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Alderman Deane

So are we attempting to look at money from yesteryear is that what we are doing here?

Chairman McCarthy

No we are simply looking at - there are questions raised about the analysis itself, and the
analysis has a section in it where it compares the growth in the salary items to the growth in the
CPI. If we are going to leave that section in we ought to use the right numbers, which are the
budget numbers from FY06 not what we would have had had we had the current headcount in
FY06 numbers.

Alderman Teeboom

| am trying to compare the two sheets as quick as | can here, and | do see the FY06 number
difference. Now the difference in the FY08 overtime number — the difference between FY06 and
the spreadsheet just handed to us there | see a big difference. | don’t see the difference
anywhere else. That difference is $353,664.

If | put that against the shortfall of $649,597, that shortfall is on FY07-FY08 so even if we had
saved that overtime money — now | don’t know if we saved the overtime money - if there is a lot
less overtime in the spreadsheet we were just handed — | am sorry there is more overtime in the
spreadsheet we were just handed by $353,000.

| am trying to compare apples and apples because | am still looking at a shortfall of $646,597. |
don’t see the overtime covered out of that. If | have cover the overtime back to FY06 | would
have to add that to the shortfall, which we didn’t do. The overtime in Mr. Gilbar's numbers is
$1,179,100 and overtime in your numbers is $2,145,000 in FY06. Right off the bat | am off by
$353,000. Where you show $353,000 more spending than it shows on Mr. Gilbar’s sheet. The
salary is the same. | am really perplexed. It is almost like | have to add $353,000 to my shortfall
if in fact we had to cover FY06. Now FYO06 is gone. Whatever happened in FY06 is gone, but
your sheet actually shows we need more money.

Richard Wood

The numbers that affect the shortfall are not the FY06 numbers. | think Mr. Gilbar had pointed
that out earlier. The two numbers that change are in FY07 and that affects the shortfall or the
budgetary calculations between FY07 and FY08 and FY08 and FY09. The numbers that change
when the base pay changes from $8,238,013 on Mr. Gilbar's sheet to actual expended according
to the budget, actual expenses were $8,516,853 — roughly $300,000. In addition, the overtime
actual expended is about $2,000 over what the projections were in the original sheet. Those two
numbers drive the change in the shortfall.

The FY06 numbers, the only impact they have is on your CPI analysis, and | think Alderman
Deane is correct, | think this is the first time we have tried to apply the citywide spending cap
analysis to an individual department. The downfall with that is just as he said; some departments
go up and some department go down, and the total is what washes out. In this case, if you are
going to apply that, in fairness, you need to apply that on both the ups and downs, and in fact we
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had a significant budgetary decrease to budget cuts from FYO06 to FY07. That would be
reflective in what we were allowed to grow, if you will, between FY06 and FYO7. The net impact
of that is significant when you compare CPI — nothing else just the CPI comparison.

Alderman Teeboom

The CPI is a nice academic exercise to go back to FY06. The CPI by law applies to the entire
budget. It allows the Mayor and the Aldermen discretion on how they juggle that. The CPlI for the
purpose of department by department is of very little interest to me. What is of interest to me is
how we fund shortfalls. | see the overtime budget in FY06 that you handed us is considerably
higher than the overtime budget in Mr. Gilbar’s. | also see the salary, now that you pointed it out
to me, in your spreadsheet is $8.5 million and Mr. Gilbar’s spreadsheet has $8.2 million. 1 see a
consistently — just over — | see your budget being higher than anything Mr. Gilbar has shown us
so far.

| am concerned about the money we have to use to cover this contract. That is the only thing
that concerns me. Theoretical exercises about how we could or could not apply the CPl to a

department is of no concern to me. | see a spreadsheet here where you spend more money

than Mr. Gilbar actually shows. Can you explain that?

Alderman Tabacsko

If | may ask, through the Chair to Mr. Gilbar, the analysis that Mr. Wood has provided here that
brings this down to a shortfall of $82,000 for the two years...

Alderman Cookson

Point of Inquiry — | am sorry Mr. Chairman — Alderman Teeboom left his statement with a
question. | thought it was directed at the presenter of the information, the spreadsheet that we
were looking at. However, you chose to give the floor to Alderman Tabacsko. Is Alderman
Teeboom’s question going to be answered?

Chairman McCarthy

| am sorry. | didn’t realize we had a question that hadn’t been answered.

Alderman Teeboom

| was going to come back to it. | didn’t want to realty interrupt...

Alderman Tabacsko

| would be happy to yield the floor to have the question answered. | didn’t hear the question
either.












































































































