BUDGET REVIEW COMMITTEE
APRIL 13, 2009

A meeting of the Budget Review Committee was held Monday, April 13, 2009 at 7:00 p.m. in the
Aldermanic Chamber.

Alderman Michael J. Tabacsko, Vice Chair presided.

Members of Committee present: Alderman-at-Large David W. Deane
Alderman-at-Large Lori Wilshire
Alderman-at-Large Ben Clemons
Alderman Michael A. Tamposi

Members not in Attendance: Alderman-at-Large Brian S. McCarthy, Chair
Alderman Mark S. Cookson

Also in Attendance: Alderman Jeffrey T. Cox
Alderman Richard P. Flynn
Alderman-at-Large Fred S. Teeboom
James Mealey, Chief Oper. Officer, Nashua School District

Chairman Tabacsko

For the record, Alderman McCarthy is away on business.

PRESENTATION

A presentation was given by James Mealey, Chief Operating Officer, Nashua School District on
School Department Revenue — Special Education, Catastrophic Aid (copy attached).

UNFINISHED BUSINESS — RESOLUTIONS

R-08-137
Endorsers: Alderman Jeffrey T. Cox
Alderman Michael J. Tabacsko
APPROPRIATING $1,347,754.73 FROM UNANTICIPATED REVENUE-
ACCOUNT #481-629 “SCHOOL DEPARTMENT REVENUE-SPECIAL
EDUCATION, CATASTROPHIC AID” INTO ACCOUNT #981-5375
“SPECIAL EDUCATION EXPENDABLE TRUST FUND”

MOTION BY ALDERMAN CLEMONS TO RECOMMEND FINAL PASSAGE

ON THE QUESTION

Alderman Deane

Point of Order — | believe it has to be taken from the table. Wasn't it re-referred?

Chairman Tabacsko

It was re-referred from the full board.
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Alderman Deane

Amended and tabled.

Chairman Tabacsko

At the full board on February 24", but then it was taken from the table at the full board on March 24",
and re-referred to committee at that time on a motion to re-refer. My understanding is it does not
need to be taken from the table.

Alderman Deane

Thank you.

Alderman Teeboom

First things first, it was re-referred from the full board — the full package. That means the amended
resolution. What we have before us is the equivalent of a blue copy. We can change that again, but
that is what we have before this committee.

On the question of education, the last time Mr. Mealey was here the numbers were very confusing,
there was no handout — had a presentation just like you have here, and | contacted you since then
Mr. Mealey and got a printout of what you had. The presentation slightly shifted, but the numbers

look about the same.

What is the issue? First of all in the presentation it mentioned there was a supplemental
appropriation last year that passed either 14/1 or 15/0. The reason that was not an issue it was a
supplemental appropriation because it came in after the budget was set and had to be an additional
appropriation. Supplemental appropriation doesn’t necessarily go up against the Spending Cap. The
Spending Cap is invoked if you hit the CPI increase above the previous budget exempting whatever is
allowed to be exempted, which are grants and things like that.

The reason this is a supplemental appropriation is because this money and this is a part of the
education, is reimbursement from the state. It is not a grant it is reimbursement from the state just
like education money is reimbursement from the state. It is up to the community to decide how to
partition up the money. | agree with you special education money ought to be spent on special
education. That is why we put it into a special revenue account.

Where the problem comes in very clearly is the way the school budget is set up. Mr. Mealey is the
Chief Financial Officer of the school and knows it very well. When you anticipate a certain
expenditure you should budget for the full expenditure. If you anticipate having an expenditure, but
you expect part of the expenditure to be reimbursed you should still budget for that expenditure. As
an example, we don’t budget the school budget and then subtract $30 million because we know we
are going to get $30 million from the state. We budget, truth in budgeting, the full amount. When the
$30 million gets in and we set the tax rate we take that into account as a revenue source.

When we go through the tax rate calculation we look at all of the revenues — let's say $30 million is a
revenue, special education would be a revenue, and any other revenue that is a tax offset, and then
we set the tax rate. We also take a look at what we have in fund balance and we offset some of the
money in fund balance against the tax rate. That is the proper way to do it because we don’t have to
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appropriate money in fund balance. That is the nice thing about setting a tax rate we can offset the
cost in the tax rate, take the money from fund balance as a source to pay taxes, but you don't
appropriate that money.

Where the education comes in Alderman Cox, and the way it should be done is the school board
needs to budget the full amount of their expenses, and they do this in all cases, but they don't do it in
this case. In this case, clearly from the figures, they budget less than the expenses. Now it is true
they expect this reimbursement to come in during the year because it doesn’t come in at the
beginning of the year because it has to be calculated out, but therein lays the problem. By not
budgeting this full amount you wind up with a deficit in the budget.

Now when you look at your presentation Mr. Mealey, you notice that on chart #4, the top chart, it says
this was considered a supplemental appropriation. Exactly true, it had to be a supplemental
appropriation outside the normal budget. The reason it was not a problem, even though it was
$535,000, at that point in time we had that money covered. We had that money covered because
Alderman Flynn had found a reduction in the budget of about $1.5 million. | may be off a little bit. |
will let Alderman Flynn address it, but that is my recollection. So we had money in the budget. We
could do the supplemental appropriation and not exceed the Spending Cap. That happened last
time. Not a problem.

This time the request for a supplemental appropriation came in later in the budget year. We had
already spent pretty close to every nickel that we had saved. We certainly didn’t have $1.34 million
left between what was left in contingency to the Spending Cap. Certainly nowhere even close. Now
the Spending Cap comes into play. The first time no Spending Cap problem, supplemental problem,
but not a Spending Cap problem. This time not only a supplemental problem, a big Spending Cap
problem. That is just for education sake.

What needs to happen to prevent this kind of stuff and to make sure special education money is
indeed put into a special trust fund; it has to be appropriated to that trust fund and becomes part of
the appropriation process. We don't establish a trust fund out of thin air. It is just like the capital
reserve fund. We appropriate money into the capital reserve fund. Once it is in that trust fund it is
allocated to special education. No one will touch it for any other purpose. That is why I and
Aldermen Cookson, Deane, MacLaughlin, and Bolton endorsed R-06-40 to set up a special trust fund
to make sure this money was protected. But, it didn’t say you had to short the budget in the school
department.

You have to fully, in my opinion, fully budget the amount or face the problem of having to do a
supplemental budget and then face the problem of having to go against the Spending Cap. We are
in a very difficult situation here now. We do have to fund special education. The laws are correct.
There is no way out. However, there are other things we can cut to pay for that.

We have been put into a very difficult situation; we have to pay for special education, have to exceed
the Spending Cap. If we don't exceed the Spending Cap that means reduce the budget someplace
else. If our revenues to cover everything else isn’t covered then there is a provision in the Spending
Cap to cut across the board. We are put in a difficult situation by you Mr. Mealey and the problem is
that you did not budget and you are going to have to explain it. The way | look at the figures, I look at
these figures in great detail and they correlate in a different way, you added them differently and you
put them in different columns than this matrix here. You need to explain to us why, you certainly
need to explain to me, why you don’t budget for special education line like you budget for all, and
truthfully budget for that like you budget for all other education accounts.
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James Mealey

| will agree with one point that Alderman Teeboom made and disagree with the other. We are here
because it is complicated by the Spending Cap issue. The part | disagree with is if you look at
Alderman Teeboom cited the 4™ point, but the 2" point was made by members of the Board of
Aldermen that that is exactly how | should budget this is that | should reduce that line item in the
operating budget by the amount we anticipated coming into the expendable trust fund, and the total
together would cover the expenditures.

| did it exactly as | was instructed to do it, and did it that way again last year and there was no
discussion about me doing it that way from the Board of Aldermen members and it was a 15/0 vote to
approve that being done again. That is why | have been doing it that way.

Alderman Teeboom

Who instructed you Mr. Mealey?

James Mealey

The first year this came through the Chairman of the Budget Review Committee was Alderman
Deane, and he had recommended that then you should reduce your operating budget by the amount
that you expect to be coming in.

Alderman Deane

Wait a minute...

Alderman Teeboom

Now let's find out if that is true Alderman Deane.

Alderman Deane

Thank you. When you look at R-06-40 — | met with Chris Hottel about this, and this is the same
meeting where we had all the little sticky notes on the walls and they needed $560,000 something to
fund these positions. That is what the discussion was about. The concerns from Concord at the time
were raised by | believe a State Rep. that served on the Board of Education. lt is correct, as
Alderman Cox had stated, there were concerns over using special education for other purposes such
as Pennichuck acquisition and things of that nature. When this was brought it in it was to fund those
teaching positions and para positions that operated under the special education guides of the
operating budget. That is where it started.

To a point made by Alderman Teeboom, those two years, the first two years that we filed this, we
were nowhere near the Spending Cap, nowhere near it. This year for some reason Mr. Mealey was
asked to wait, and then there was an excessive amount of transfers out of expendable trust funds
that were done by this board and the monies were turned back over and re-appropriated for City Hall
building renovations and things of that nature, which slowly but surely had a net effect on hitting the
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Spending Cap ceiling. Those are decisions that were made by this board, which had, as far as |

understand it to the best of my ability, had a net effect on this one transfer because when | asked Mr.
Mealey why did it take so long to bring this in — this is 2008 money also correct?

James Mealey

This is FY08 that would normally be used for FY09 expenditures correct.

Alderman Deane

This money is a year and a half old already. My feeling, you can go through all the minutes you want,
but my feeling on setting this up to begin with and having to tell my constituents whether | support the
Spending Cap or support special education has nothing to do with it, if there are adverse affects of
decisions made by this board that skew the ability not to make other transfers or appropriations
because those were made, then the majority rules. | kind of take offense to that comment.

When we set this up there were some problems. | went over and spoke with Acting Superintendent
Hottel at the time when we couldn’t get anywhere with the former superintendent on anything. Mr.
Hottel was more than willing to sit down and talk with me anyways, and this is what came to bear. |
think Mr. Mealey | met with Mr. Mealey too | believe a couple of times afterwards. We spent some
time on this, not a lot. Then | brought it back to the board and | talked to some of my colleagues and
explained the situation, and that is how it was sold.

The problem we have now is decisions by this board were made that push us up against the Cap.

James Mealey

Thank you. | am certainly not trying to offend anybody | am trying to explain — Alderman Teeboom
both times we have met now has suggested that we are doing something funny in our budgeting, and
what | am trying to explain is that we are doing exactly what | thought we were told to do, and the fact
that it was a 15/0 vote with no discussion about how we were doing it the second time around
seemed to me to support that that is how it should be, and that is why it was done again this year.
We are not trying to hide anything. We are doing it exactly as | thought we were supposed to.
Alderman Deane is absolutely right this is a Spending Cap issue. He came while we were preparing
the budget for FY07 and worked with us to keep from having to let go 10 teacher positions and 10
para-professional positions. It worked very well. We didn’t have to cut them in the following year
either so it has worked out very well.

All I am asking is how to do this, how do we resolve the issue that we have counted on this money,
but it is coming up against the Spending Cap issue, and | understand how people feel about that.

Chairman Tabacsko

That is exactly where we are; how do we account for this almost $1.4 million in whatever way; either
overriding the Spending Cap or not, and if there is a way to do it without overriding the Spending Cap
— if someone has an idea how that can be done | would like to hear what that idea is.
























































































































