Town  Council Budget Workshop

November 12, 2013


TOWN OF NEWMARKET, NEW HAMPSHIRE
TOWN COUNCIL BUDGET WORKSHOP

NOVEMBER 12, 2013

TOWN COUNCIL CHAMBERS

PRESENT: Council Chairman Gary Levy, Council Vice Chairman John Bentley, Councilor Dan Wright, Councilor Phil Nazzaro (on speaker phone), Councilor Larry Pickering, Councilor Dale Pike

EXCUSED: Councilor Carmichael

ALSO PRESENT: Town Administrator Steve Fournier, Interim Finance Director Matt Angell

Council Chairman Levy opened the meeting at 6:02 p.m., followed by the Pledge of Allegiance. He announced that Councilor Nazzaro would be joining them on speaker phone and was alone, and that Councilor Carmichael was excused.

RECREATION: Jim Hilton

Mr. Hilton showed an annual report for 1988-89 in which his budget was $200,873, and compared that figure to his FY2015 request for $204,114.The recreation budget was now divided into the salaries and operating budget raised through taxation for $204,114 and a separate revolving account of $191,172 for programs that would be paid for by revenues they produced. Those programs that did not make money would be discontinued. Mr. Hilton had done his Master’s thesis on alternative funding, and felt it was possible to operate the programming as a revolving fund. He said they had brought in $197K during the previous year and were 30% ahead of projections for the current year. He compared the 2 figures to the FY2014 approved budget amount of $387,053.  He said the change in structure resulted in a 50.61% reduction in the amount that had to be raised through taxation.  The operating contained the core staff salaries and expenses, training and development and the Sunrise/Sunset Center, as it doesn’t make money but is subsidized. All other programs were in the revolving fund.
Town Administrator Fournier gave an overview of the revolving fund.  Since it had been a special fund, there were no actual expenses shown for the operating fund in the budget that could be compared to the new structure.  However, another document had been prepared that showed budgeted figures versus actual expenditures for all departments. Previously, they used all the revenues from programming to offset the tax rate.  Now all administrative costs would be in the operating budget, and revenues from programming would remain in the revolving fund, rather than going to fund balance. Programs would have to meet the $191,172 or be cut.  Some programs that were not expected to be profitable would have to be offset by other programs.  Council Vice Chairman Bentley asked about the $4,500 for the Sunrise/Sunset Center in the operating budget, and that would be to run programs.  Town Administrator Fournier said they had to break previous year’s budgets into administrative and programming costs. The FY2014 budget was $7,022 and the FY2013 budget was $8,022 of which $3,106 was expended. The actual expenditures for FY2012 were $7597 against a budget of $8,596. Mr. Hilton said he also has received funds from donations in 2013, but they could not offset the day-to-day operations.  Some of the larger amounts were for equipment purchases, but that was now in place. He also thought he could offset some of the expense by small charges or fees.
Council Chairman Levy asked about funding for special events that showed a FY2013 budget of $10,150 and actual expenditures of $11,094 as he wanted to know the process. Town Administrator Fournier said overages would first be covered within the recreation budget, and only if the entire recreation budget was overspent would funds come from another department.  Council Chairman Levy next pointed out that bus trips were under spent for the same time period. Money underspent for bus trips would have been used to cover overages in other parts of the department’s budget, and at the end of the year, unspent department funds would go to the general fund. He asked how such over expenditures and under expenditures would be handled with a revolving fund.  Town Administrator Fournier said the fees for a bus trip would have to offset or make a profit above the cost of the bus, and those revenues would go back into the revolving fund. This would not affect taxes.  The line item for bus trips was $36,000 in the revolving fund, which was lower than the FY2014 approved amount.  Mr. Hilton said the $190K that had been put aside for programs would have to be met or exceeded by revenues or programs would have to be cut.  While extra funds in the revolving fund could be used to subsidize staff and administrative costs paid for through taxes, the opposite would not be allowed.  Mr. Hilton said that this allowed them to remove nearly half of recreation expenses from the tax rolls, but in addition, allow the possibility of either expanding programming or subsidizing that part of the budget raised by taxes in the event of a surplus.

Town Administrator Fournier added that the revenues from recreation had also been removed from the town’s operating budget .Council Vice Chairman Bentley congratulated all involved in making the recreation budget more self-sustaining.  The main concerns were with programs that were not intended to make a profit and had been free, such as the Fishing Derby, Halloween Haunt, Easter Egg Hunt and Christmas Party. Mr. Hilton said they did charge a small fee for the Christmas Party and Easter Egg Hunt and did have sponsors for the Halloween Haunt, which had 1,500 participants this fall.  He said they might need to provide some subsidy for those programs, but he was looking at ways to lessen the need.  It was noted that the Halloween Haunt also helps business people, and he was confident that the Fishing Derby would be fine because of sponsorships. 
Councilor Nazzaro said that when he looked at the operating and revolving fund line by line, he could see where they added up, and asked about the process of dividing the figures.  Mr. Hilton said, with Mr. Angell’s help, he looked at all the programs and divided them according to costs and revenues.  Councilor Nazzaro said when all the administrative and revolving fund amounts were totaled, the approximate cost was $395K against the FY2014 approved amount of $387K, and asked the source of the $8K increase. Mr. Hilton said that staff raises of 2.5% accounted for some of the increase, and some programs were given a little more to help subsidize other programs.  As an example, he said they had taken over travel soccer at a small cost, but had taken in over $4,000 in revenue.  Council Chairman Levy said most of the increase was in salaries, but there was no breakdown by position given in earlier fiscal years.  Councilor Nazzaro said he could see $2,500 in salary increases, and asked where the remaining $5,500 was found.  Council Chairman Levy said a one page summary of differences would be helpful in determining changes in the budget.  Mr. Hilton said the increase was in the $16,116 line item for Senior Coordinator, as this was actually 2 positions. He said one person worked for 20 hours per week for $10,000, and he was recommending another part-time person work on developing programs for seniors that could be run by volunteers for $6,000.  He said they were looking for someone who could develop programs and coordinate volunteers to reach more people 55 and older as they had lost 33 members of the Senior Center in the past year.  He said once the programs were established and running, the present Senior Coordinator could maintain them.  Council Chairman Levy said that running recreation in this new manner would be more self-sustaining, but if not, they would be able to see the reasons.  There were no changes in the recreation budget.
TOWN COUNCIL: Town Administrator Fournier

Town Administrator Fournier said there was a $65 increase in allocation for the Recording Secretary, who covers Town Council, Budget Committee and some other meetings.  This was a .34% increase for a total budget of $19,050.  There were no changes in this budget.

TOWN ADMINISTRATOR: Town Administrator Fournier

Town Administrator Fournier said this budget increased by 1.12% mostly in a salary increase for the Executive Secretary, but also in dues and subscriptions as membership fees for the Municipal Association had increased. He reminded the Council that 20% of his salary is allocated to Water and Sewer.  Council Chairman Levy said that printing and publishing actual expenses for 2012 were $2,791 and $2859 for 2013, but the 2014 approved amount was $4,500 and the FY2015 amount was $4,000.  Town Administrator Fournier said he felt safe that the amount could be reduced to $3,000 for an overall reduction of.55%. He said the amount for books was needed as a new State Legislature would be sitting and the town would have to update its books. Councilor Pickering asked about vendors for general supplies, and Town Administrator Fournier said they primarily used 3 vendors and compared prices before ordering.   Council Chairman Levy asked if the $3,000 for training and staff development could be reduced to $2,000.  Town Administrator Fournier said he had not attended the conference in 2013 because of the cost, but had attended the 2014 conference because it was held in Boston.  The 2015 conference would be held in Charlotte, so there would be additional travel expenses.  It was decided to leave the $3,000 in the budget.
FINANCE: Matt Angell
Mr. Angell said the budget showed an overall increase of .71%, with a $2,000 increase for equipment maintenance to replace a computer and other equipment, a $6,000 decrease in the auditing fee, 2 full-time staff raises, and a $4,000 new line item for advertising for procurement.  Town Administrator Fournier said he felt this could be reduced to $2,000. Mr. Angell had suggested putting money aside for new software in a capital reserve fund, but since the replacement will not happen for about 4 years, the Town Administrator had cut that amount.  Council Chairman Levy asked about the Finance Director’s salary, and Town Administrator Fournier said that he was and still is a contract employee.  The Council discussed the process of hiring a permanent Finance Director, as the bids for a part-time person had not presented anyone qualified.  There was no end date or raise in salary in Mr. Angell’s agreement with the town, and Council Chairman Levy said he would like to know the percentage of Mr. Angell’s salary that was retained by the firm.  Town Administrator Fournier said he did not anticipate the current standing of the agreement going forward more than 3 – 4 months. Council Chairman Levy said in 2013 the actual salary expenditure was $73,069, and Town Administrator Fournier said the $80,000 was level funded from the approved amount from 2014. He felt they could safely reduce the line item to $70,000.  The 2 cuts would reduce the finance budget by 5%. 
HUMAN RESOURCES: Matt Angell

Mr. Angell said there was a large increase in FICA as they were adding in the Recreation Department and DPW Director. He said that health insurance premiums were up about 9%, but comparing the figure to the previous year, the percentage was higher.  The Council did not have the revised figures.  Mr. Angell said he had made a mistake in health insurance and shorted it by about $20,000.  He said he had made another mistake in the NH Retirement as he had not included Police overtime of $39K.  Town Administrator Fournier said the new figure for health insurance was now $518,565 and NH Retirement was now $397,313.  Mr. Angell said that in the preliminary budget, after quotes from PLT, they had budgeted property liability at $92,000, workman’s comp at $96,823, and unemployment at $29,113 for a total increase of $36,365.  Town Administrator Fournier said the FY2014 numbers were actuals, as they knew the premium amounts.  Mr. Angell said they had received a quote from Primex, and the amount for the 3 types of insurance would result in a decrease of $11,046 for a 12 month period.  Primex was willing to offer an 18 month policy for workman’s compensation, which would allow the town to go to a fiscal, rather than calendar year.  Primex said the town could fund this over 2 budget cycles.  Mr. Angell said they had about $126K in the FY2014 budget that they could apply to workman’s comp., so in FY2015, they would only have to budget $54K rather than $98K. He said this would leave about $43K that they could move around in the line items.  This change would mean that all the insurances would be on the fiscal year for more accuracy in budgeting. Mr. Angell said that with correcting the mistakes he had made, the additional staff in this budget and the new insurance quote, the budget would be basically level funded for FY2015.  
Mr. Angell made copies of the insurance adjustment recommendations for the Council.  Town Administrator Fournier said the $96,823 budgeted for the town’s share of workman’s comp. in FY2015 would be reduced to  $53,965 as part of the 18 month plan with the remainder paid by the $115,899 in the FY2014 budget. There also would be a change in the library, water and sewer departments’ figures for insurance.  The chart in the handout showed the initial budget amounts for all 3 types of insurance for the town, library, water and sewer departments followed by the Primex quote and PLT quote.  The amount budgeted for workman’s comp. in FY2015 was $96,823, followed by the Primex quote of $120,258, $10,914 over projections and the PLT quote of $168,562, $59,218 over projections.  Mr. Angell said these were the same plans, but PLT, the current provider, had losses it was trying to recoup.    He had budgeted $92,000 for property and liability insurance and Primex came in at $98,911 and PLT at $94,779.  Mr. Angell said that each company offered credits for bundling products, so they would lose money if they chose individual insurances from each company.  Mr. Angell said that when he proposed the figure of $29,113 he used the state method of calculation, and the quote from both companies came in below that amount: $6,212 from Primex and $9,442 from PLT. 
Mr. Angell said that the Primex quote for 18 months was $180,387, or the equivalent of $10,000 per month.  Mr. Angell said that there was $126,00 in the combined town and enterprise fund budgets that could be used toward this amount, $115,899 of which was in the FY2014 general fund.  He said in December he would be paying for next year, and that would put workman’s comp. on a fiscal year basis.  Mr. Angell said they could select either a 12 or 18 month plan, but first he was comparing the rates on a 12 month bases.  He did not have an 18 month quote from PLT. He said they could use existing FY2014 funds of $126K against the quote and fund the remaining $54K for the FY2015 budget.  He said the proposed budget of $96K for workman’s comp. meant that he had $48K to allocate among other line items in 2015. He said that by paying more up front there would be more available on the back end. Councilor Pike said his understanding was that the fiscal year was changing for this insurance product, and asked if there would be a year in which they paid for 18 months of services or if they would be paying for 12 months.  Town Administrator Fournier said that in January, they would pay the first 6 months of the premium, and they would encumber the rest of the funds to use on July 1st , which along with the funds budgeted for FY2015 would pay the remainder of the bill. This would mean that this line item would be level funded for 18 rather than 12 months.  The insurance will be on a fiscal year basis beginning in 2016.
Town Administrator Fournier said that towns did not get insurance through a commercial broker, and municipal insurance was handled through trusts.  The payments went into trusts, and when funds were needed, the town would withdraw through the trust.  Primex and PLT were both trusts.  Mr. Angell explained that the rates differed because of statewide claims against the trusts.  Town Administrator Fournier said that PLT had been LGC, which now had some liability to pay back surplus monies it had collected from many towns for health insurance. To Council Chairman Levy’s question, Mr. Angell said that PLT would not offer workman’s comp. on a fiscal year basis, only calendar year.  Both companies had the same information on which to base its costs.  Council Chairman Levy said that figures could change when an audit was done.  To Councilor Levy’s question, Mr. Angell said that PLT knew that they were looking at Primex, but this was the best offer that PLT could make.  Primex had the funds to offer lower rates.  
Council Chairman Levy said there appeared to be between a 5% and 6% increase in the budget over FY2013 actual expenditures. Town Administrator Fournier said that much of the increase was in NH retirement which took effect in FY2014. FY2015 was the second year for the NH retirement contribution rate set for  town, police and fire officials the previous year. Town Administrator Fournier said the budget was now $1,387,489 for a 1.80% increase over FY2014.  Council Vice Chairman Bentley asked about the increase in FICA.  Previously, a portion of FICA for the Recreation Department was paid through the special revenue fund, and a percentage of the DPW Director’s was paid through Water and Sewer.  The figure is based on current salaries, but does not represent a change in the total figure, just a reallocation.  Council Chairman Levy said this should be annotated in the budget.  Town Administrator Fournier said that correspondingly, recreation dropped from about $125K to about $103K. Mr. Angell said that going forward he would expand on the narrative. Council Chairman Levy calculated that the FY2015 budget was about 15% higher than the FY2013 actual expenditures.  Town Administrator said this was true, but the figures were based on known rates that they had to pay.  He had changed the amount for health insurance when he received the new rates and the bottom line was $1,387,709 for an overall increase of 1.08%.  He said the $2,000 for insurance deductibles would have to be paid whether or not it was budgeted, and recommended that it could be cut from the budget, leaving the budget at $1,385,709.  Council Chairman Levy said the 3 line items for which they had actual rates had increased by $80K. Councilor Pike asked why, with the increases that were cited, the bottom line had not changed very much.  Town Administrator Fournier said that the primary offsets were the reduction in workman’s comp. from $96,823 to $53,965 and the reduction in unemployment insurance from $29,113 to $6,212.
CODE ENFORCEMENT: Town Administrator Fournier
The total budget was $66,723 for a 4.40% increase.  There were increases in salaries, general supplies, postage and a new line item for lab testing.  Mr. Angell said that last year’s revenues from building permits at this time of year stood at $15,000, and thus far this year they had received $18,000 and had again budgeted $20,000. The funds in general supplies were for paper, rulers, memory cards for digital cameras, etc.  There were no changes to this budget.
WELFARE: Town Administrator Fournier
Compensation for the Welfare Director had gone up $520, and the total budget had increased by .81% to $64,720. Councilor Wright noted that the Department Head had proposed a budget of $102,870. He had noticed large increases that were proposed by other department heads, and asked why this would be.  Town Administrator Fournier said in this case, he felt the Director was concerned about the increase in cases and claims for the current year, and welfare was a service that they were required to fund.  There were large fluctuations in actual expenditures in the past few years. Council Chairman Levy said the Director did an excellent job in determining legitimacy of services, and Councilor Wright added that she first looked at other agencies that could provide services.  There were no changes to this budget.
ASSESSING: Town Administrator Fournier

The budget was down $4.85% to $69,673, largely from using contracted services for the Assessor, who is at Town Hall once a week.  The Assessor Clerk provides assistance in the department on a daily basis, and the part-time Assessor Assistant position had been eliminated.  The Assessor position had been moved from salaries to operational expenses and was for a fixed amount.  Town Administrator Fournier said the contracted Assessor was also looking for ways to save, so there could be some further changes in the coming year.  Council Chairman Levy asked why the budget was up about $12K from the FY2013 actuals.  Town Administrator Fournier said that the contract started in December of that fiscal year, and the previous part-time employee, who had resigned, worked less than one day a week.  Town Administrator Fournier said that general supplies could be decreased from $1,000 to $500; postage could be decreased from $2,600 to $500; mileage could be decreased from $300 to $200 for a total decrease of $2,950 and a budget of $66,723 for an 8.88% decrease from the FY2014 approved amount.
LEGAL:  Town Administrator Fournier

There was a flat fee for legal services of $75,000 for the Town Attorney.  Town Administrator Fournier said that there were 2 on-going law suits that would incur costs in addition to the flat fee: the Town versus Cheney and the Town versus Gargiola. Legal costs associated with the EPA were paid for by the water and sewer legal fund. The previous years’ legal expenses in the budget were for general legal work and did not include special attorney costs, so the $75,000 in the budget was for services comparable to previous years. Town Administrator Fournier would have to find money elsewhere in the budget for special cases. There were no changes to this budget.
CONSERVATION COMMISSION: Town Administrator Fournier
The budgeted amount was $1,941, level funded from FY2014, $1,000 of which was for the Recording Secretary position which was currently not filled.  The position was discussed.  Councilor Pickering asked what percentage Newmarket receives when land is taken out of current use and Mr. Angell said it was 50%.  He then asked how this compared to other communities.  Town Administrator Fournier said that this depended upon the area, and the percentage would be higher in towns closer to the water, reaching 100% in seacoast towns. The percentage was determined by the Council. He explained that when property is taken out of current use, a tax penalty is incurred.  In Newmarket, 50% of the funds go to conservation and the other 50% go into the general fund, while some communities put 100% toward conservation.  Mr. Angell said they had not received any land use change tax in the previous 2 years.  He had budgeted $10,000 in revenue for 2013 because the town had received $25,000 the previous year, however they had not received any revenue.  He added that this was an unreliable source of revenue, and he had not heard of any developments that would be coming out of current use.  Town Administrator Fournier said that 10 years ago they had received $100,000. The subject will be placed on a future agenda.  There were no changes to this budget.
ECONOMIC DEVELOPMENT: Town Administrator Fournier
Town Administrator Fournier had reduced the budget by 50% or $1,000, eliminating the amount for contracted services as he first wanted to see the consultant’s final report.  He said that they had used some funds from the administrative budget to cover contracted services in the past, and would find funds to cover what else would be needed in FY2015. There were no changes to this budget.
DEBT SERVICE: Town Administrator Fournier
There was a $136,000 reduction from the FY2014 approved budget for payments for the DPW garage.  The principle for the open space bond remained at $100,000, while the interest was reduced from the FY2014 amount of $45,800 to $41,550.  This bond dated from 2003 and was for the purchase of several parcels of land.  Overall, this budget was down 49.77% to $141,550.  There were no changes to this budget.
GRANTS: Town Administrator Fournier
This budget was level funded from FY2014 at $67,048, and included non-social service events and organizations that benefited people, such as the Athletic Association, as well as a subsidy to C.O.A.S.T. so that Newmarket can receive bus service. Council Vice Chairman Bentley asked about the $15,500 allocated for festivals, noting that only $8,500 had been spent in FY2014 so far.  Town Administrator Fournier said that they were trying to change the schedule so that the Heritage Festival would be held in the spring and Old Home Day in the fall.  Council Vice Chairman Bentley asked if the funds for the Athletic Association were for separate organizations than those in the recreation budget.  Town Administrator Fournier said this covered Little League and other programs beyond the Recreation Department. Council Vice Chairman Bentley said that $21,500 for the Athletic Association seemed like a lot of money and in the past they had done fundraising and asked for private donations. He said they had an accounting of some of the festival expenses a few years prior, and while he felt these were great events, he thought that some expenses, such as banners, could be reduced. There were no changes to this budget.
SOCIAL SERVICE GRANTS:  Town Administrator Fournier
Town Administrator Fournier said that these grants were to organizations that provided services which otherwise the town would have to provide such as services in lieu of welfare.  The budget was $39,400, down 2.48% from the FY2014 approved amount because one organization had missed the application deadline.  The town had last made a donation to Seacoast Hospice in 2012, after which it was no longer a non-profit organization.  Some of the organizations also received federal funds.  Council Chairman Levy noted that between the 2 budgets for grants, the total was over $100K.  Town Administrator Fournier said that in past years, the town did not ask the percentage of salaries, operating expenses, etc. of these organizations, but this was now a part of the application process for the flat fee contribution from the town, and he now received information that helped him understand the services being provided to the community. The Council discussed the $10,000 contribution to Lamprey Health, and Town Administrator Fournier said he was reopening the discussion of its providing in-kind services in lieu of taxes.  Councilor Wright suggested that they find out what other communities were contributing.  Town Administrator Fournier said he had those figures which were usually based on a percentage of population, and noted that the town’s welfare department sends people to many of the organizations for help. To Council Chairman Levy’s question, Mr. Angell responded that the social service grants represented about 4 tenths of one percent of the gross budget of about $10M.  Council Chairman Levy asked about the method for allocating grant funds, and suggested that this be discussed at a future meeting. There were no changes to this budget.
CAPITAL RESERVE: Town Administrator Fournier
Town Administrator Fournier listed contribution amounts by specific fund.  He had noted at the previous meeting that the amount of $40,000 for revaluation could be reduced to $10,000. He was proposing capital reserve funds of $50,000 for the fire department; $130,000 for public works equipment; $50,000 for police vehicles; $5,000 for recreational facilities; $10,000 for technology and $41,113 for the MS4 storm water management requirement for a total of $326,113 or a 16.78% increase over the FY2014 approved contributions. He was not recommending any contributions to the Macallen Dam capital reserve fund, as they did not know the results of the latest study. Council Chairman Levy asked if they could get a break down of the intended uses of the capital reserve funds by department.  Councilor Nazzaro said the CIP’s original request of $688,225, which had been reduced to $326,113 (and then by $30,000 for revaluation) by the Town Administrator, reflected the work that needed to be done.  He said the Town Administrator had increased the amount for police vehicles from $44,000 to $50,000, and Town Administrator Fournier said that the Council had voted to next purchase a smaller SUV at a higher cost.  Councilor Nazzaro felt they should be able to project how much would go into the police detail account per year, as even if it was a small amount per year it could be used to adjust the capital reserve allocation over a 5 – 7 year time frame.  Town Administrator Fournier said this was not a consistent amount and they could not count on it to fund vehicles on the replacement schedule they had. He said the Chief would be coming to them later in the year for another vehicle, as there were 2 that needed replacing.
 Council Chairman Levy asked how much was in the special detail account, and there was $67,237, $44,000 of which had been voted to purchase a vehicle. He noted that there also was about $205K in the special ambulance fund.  Council Vice Chairman Bentley noted that the fund had started during the downtown project when the town had the need of many more police details than it could expect in the future.  Town Administrator Fournier said that at the beginning of September there was $167,916 in the capital reserve fund less about $40K for a new vehicle would give them about $190K in both funds.  Councilor Nazzaro said that he would leave the details to the Town Administrator and Police Chief, but he felt they should be adding a little less to the capital reserve fund each year based on their being able to tap into the special detail fund every 5 – 7 years.  Town Administrator Fournier said there would be years when they had to purchase 2 vehicles.  Council Chairman Levy pointed to the CIP fluctuations over the past few years and asked about the 16.76% increase over the FY2014 approved amount.  Town Administrator Fournier said the FY2014 figures were actuals of what had gone into the funds. Councilor Wright asked about a CIP for financial software, and Town Administrator Fournier felt the funds could be raised over a 3 year period, but first they had to determine what software would incorporate everything they needed.  Mr. Angell said he would also like to build in fleet and equipment maintenance and be able to send out work orders and tie them to purchase orders.  
OVERALL BUDGET AND TAX RATE:  Town Administrator Fournier
After the deductions made during the 2 Council budget workshops, expenditures for the town budget totaled $9,115,912, which was a decrease of .35% over the previous year’s expenditures.  From that they would deduct revenues of $4,817,586, including the proposed fund balance amount of $404,460, which were 1.82% lower than the previous year. Next war service credits of $179,000 and overlay of $100,000 have to be added for a net town appropriation of $4,573,326.  To calculate the proposed tax rate, the appropriated amount was divided by the total town assessed value of $744,537,983 multiplied by 1,000 to arrive at a $6.14 town tax rate. This would be a 7 cent increase per thousand above the FY2014 rate. 
DISCUSSION: FY2015 USE OF FUND BALANCE AND BUDGET INCREASES OVER ACTUAL PAST EXPENDITURES

Council Chairman Levy said that $118,460 of the proposed $404,460 in fund balance had been broken down into specific allocations, but asked where the $286,000 would be used.  Town Administrator Fournier said the $286,000 was level with the use of fund balance over the past 2 years, and was used for general expenses. Council Chairman Levy said they used $461,000 or 62 cents the previous year, which if added to the actual expenditures would show that the town ran on a tax rate of $5.40, even though the rate was $6.02.  He asked what the use of $404,460 would mean to the FY2015 tax rate, and Town Administrator Fournier said it would reduce the rate by about 54 cents.  Council Chairman Levy said that considering it took a rate of $5.40 to run the town in FY2013, whatever the reasons, while the rate was $6.02, and now the FY2015 rate was $6.14, using fund balance to reduce the rate by 54 cents meant they were proposing actual allocations at a rate of $6.68. He said there was about a 7% increase between $6.02 and $6.68. Town Administrator Fournier said this was an increase over a 2 year period.  Council Chairman Levy said they had run the town on $5.40 in FY2013, and he had added in the fund balance to reach the $6.02 rate. He had also looked at the available figures for FY2014. Town Administrator Fournier said that while they had the actual figures for FY2013, they did not yet for FY 2014, and they were estimating expenses for a period of time 2 years out from the actual figures. Council Chairman Levy said that last year, they had come in at basically a flat budget with a $6.07 tax rate. Town Administrator Fournier said that they had used $286,000 in fund balance which reduced the rate from $6.31.  He said he had come in with a decrease in expenditures, but an increase in the tax rate because of a reduction in revenues and in valuation.  They had used an additional $175,000 to keep the rate flat at $6.07 in FY2014.  Council Chairman Levy said he just wanted people to know that effectively, they had gone from $6.02 in 2013 to $6.68 in 2015.  He said he would have liked to see it closer and hadn’t expected that they had actually run on $5.40, even though he knew they had to hire back some officers.  He preferred that they did not use as much additional spending.  He said he hoped there was some middle ground as he had wanted to use additional fund balance during the current year for the tax rate, which they did not do. His interpretation was that now, they were growing town government, while proposing to pay for it with the use of additional fund balance.  Town Administrator Fournier said they were not adding more staff, which Council Chairman Levy said he realized, but they were growing the cost to run the town.
Councilor Pike said he was not seeing in the budget that people were looking to spend extra money, but what was in question was how conservative they were being in setting accounts. He said they had gone through the budget line by line.  Council Chairman Levy gave as an example of an overall growth in the budget that Planning was up about 3% over the FY2014 budget, but about 15% over actual expenditures. Mr. Angell said that at the same time the previous year, they had collected $363,000 from motor vehicle registrations, and this year they had collected $407,000.  He said that as they got closer to the end if the fiscal year, they could probably increase the FY2015 budgeted motor vehicle revenue, which would drive the tax rate down. Council Chairman Levy asked what the percentage of increase was.  He said if they did not use the entire $404,460 of fund balance, the town budget would grow at a slower rate and still survive, and they might be able to give tax relief next year. He said it was a matter of philosophy, and he hated to see the town go from $6.02 to $6.68. Town Administrator Fournier said previously, the Council had approved using $461,000 in fund balance for FY2014, and he was proposing a lower amount of $404,460 for FY2015. He said that put them 7 cents higher than where they currently were, but he felt the difference could be made up in auto registrations. Council Chairman Levy said that if they did not use $286,000 of fund balance, the rate would be closer to the high $5s, and he was hoping to have an effective tax rate under $6.14.  Town Administrator Fournier said that taking $286,000 from revenue would have a doubling effect, as he would have to cut expenses by $286,000, and to actually get to a lower rate, he would have to cut another $286,000. 
Council Chairman Levy said that if they used $202K of the suggested amount the difference between that amount and the $118K that was specified would still be growing the budget. He was advocating using less than the recommended amount. Town Administrator Fournier said he would still have to cut $200K from the operating budget.  Council Chairman Levy said he agreed, but they were using this money to grow the town government up to an effective rate of $6.68. He said he was not suggesting that they not use some of the money, just that there might be a middle ground. Town Administrator Fournier asked Mr. Angell if he had updated revenue figures that would make up about $52,000.  Mr. Angell said that they probably could make up that amount, as he felt that building permits would come in closer to $30K, and motor vehicles permit fees would increase.  To Council Chairman Levy’s question, Town Administrator Fournier said he was trying to reduce the FY2015 rate to the FY2014 rate of $6.07, and Mr. Angell said he would be comfortable in adding $52K in revenues from licenses and fees to reach that rate.  Council Chairman Levy asked if he would be comfortable in further reducing the rate to $6.00, which would be another $52K in cuts. He suggested that they could then reduce fund balance use by that amount.  Town Administrator Fournier said he would leave fund balance use at $404,460, and with increased revenues, the level funding of fund balance would get them to a $6.00 rate. 
Council Chairman Levy said that would not help anyone now.  Town Administrator Fournier agreed, but said any discussion they were having now, was not until next fall when they set the tax rate.  Council Chairman Levy said there was one difference, that if the Council decided not to spend the $404,460 now, that would have a material effect on setting the FY2015 tax rate.  Town Administrator Fournier said that if they did not use the $404K now, they would be increasing the rate, only to give it back in the fall.  He said that budgeting the amount now would stabilize the tax rate and there would not be any guessing in the fall.  He said this was in line with the policy to set fund balance use when preparing the budget.  He said the following year, if there was a surplus, funds could be used to offset upcoming capital items to make the rate level.  Council Chairman Levy asked if he would agree that FY2013 was effectively $6.02, and Town Administrator Fournier said he would have to look at the numbers, but $5.40 was the result of taking the actual and subtracting the revenue including fund balance.  He said that removing the fund balance amount would mean the rate was $6.02.  Council Chairman Levy said this would mean that they were effectively going from $6.02 to $6.68, and Town Administrator Fournier said they could agree to disagree.

Councilor Nazzaro said his concern was that if they planned to buy down the tax rate by about $400K per year, it seemed that they were habitually overcharging by the same amount.  He asked where the savings were that were predictable and why could those reductions not be made in the beginning when setting the budget.  Mr. Angell said a lot of what they had in fund balance was an aberration because they did not spend down all appropriated funds, but they also had some one-time revenues.  He said this fiscal year they would have another one-time revenue of about $106K from the return of health care premiums which would be used to offset fund balance. He said most of the surplus did not come from savings in expenditures, but from increased one-time revenues.  Council Chairman Levy said, they could agree to disagree, but they were effectively growing the town budget.  He said that one-time revenues from property sales or from closing the parking fund were not funds that belonged to the Council, but belonged to the taxpayers who had initially paid in the money.  He said he would agree that if there was not enough money to run the town, one-time revenues could be used, but otherwise the funds should be given back to the people.  He said if the taxpayers had paid for the property, and there was about $1.9M in fund balance, he did not consider this a one-time revenue, and thought the money from the sale of the property should go back to the taxpayers. He said it bothered him that they were effectively going from a rough $6.00 tax rate to a rough $6.60 rate.  He said, aside from expenses over which they had no control, he would like to see a breakdown of other expenses, rather than just rolling fund balance in to cover expenses which effectively increased the rate.  He said that when the taxpayers bought property, they did not consider it one-time money, but were considering receiving a return on their money.
Mr. Angell said he agreed that the money had to be returned back to the taxpayer, and he thought the Town Administrator was trying to budget the return to help smooth out the tax rate.  Council Chairman Levy said they were then going up to effectively $6.60 and he wished they could slow down the growth. Councilor Nazzaro asked what the actual tax rate was for FY2013, not including the buy down, and said he thought the actuals were $5.40 against a charge of $6.02. Town Administrator clarified that he was not asking about the$6.07 rate that was set the previous November. He said in FY2013 they ended the year $541K under budget, and the actuals were $5.40, but if they eliminated fund balance, they were up to $6.02. Council Chairman Levy said he was trying to make an apples to apples comparison so he added the fund balance back in and they ran on $6.02 but charged $6.07. For the proposed budget, after adding in fund balance, the rate came to $6.68. Councilor Nazzaro asked why, when they thought they could run the government efficiently on $6.07, were they now at $6.68.  Town Administrator Fournier said the numbers Mr. Angell had given for the one-time savings of $541K were in part for some employees who would be returning and for staff vacancies that were now filled, and those allocations were in the FY2014 budget.   He said they did not know the actual FY2014 figures as some were estimates based on knowing that some employees would come back but they reduced health care by $100K for FY2014 because they knew there would be a savings, although, they could not project this as an ongoing savings.  He said that philosophically, this was the Council’s decision and this was the Council’s budget.  He said he had prepared his budget, and had recommended some changes to the Council, but it was the Council’s decision to make a motion and move the budget on.  
Council Chairman Levy said when they looked at the unreserved fund balance he hated to see such a large jump, and he knew they were projecting out 2 years and had to make some estimations, but if they used the $404K of fund balance, they would be down to $1,514M and he felt that could crimp them the following year if they didn’t have a large amount of savings to help the taxpayers.  He said again that it was the growth that was bothering him, because they were taxing for FY2014 at $6.07, but running on $6.02. He said he would prefer to meet in the middle and use about $200K in fund balance for FY2015, as he was sure the Town Administrator would make it work. He said that would leave them with about $1.7M in fund balance and then later in the year, they could look at how they wanted to proceed.  Town Administrator Fournier said that with a reduction of $200K, he would reduce the contribution to capital reserve funds which affects the future.  He said that was why he was using some fund balance to add to the capital reserves in case they didn’t have enough to do this in future years. He said there was $286K in the $404,460, because that had been an ongoing revenue for some years.  Council Chairman Levy said he would not reduce the expenses that way, but would look at the total budget to see where cuts could be made.  He said he would look thoughtfully at the budget and look for a middle ground, which Town Administrator Fournier said he thought he had done with this budget. Town Administrator Fournier added that if the Council wanted to make changes then he would like its suggestions as to where the decreases could be made.  
Council Chairman Levy asked if the Council was generally satisfied with going from $6.02 in FY2014to $6.68 for FY 2015. He said he just wanted to make it clear that in his mind this was a pretty sizable jump. He said the FY2014 tax rate had been bought down to $6.07 from $6.30. Town Administrator Fournier said they were now at $6.18 with the $404K from fund balance, but in 2014 they had used $486K to get to $6.07 and had used $496K in 2013 to get to $6.07.  Council Chairman Levy said they had used $286 for FY2014, and Town Administrator said they had recently voted to add $175K to that amount. He said that they do revise revenues in the fall, and wanted to emphasize that it is the same process and they do not have 2 separate revenue budgets.  
Council Pickering said it is the people’s money and remains so, whether used this year or next.  Council Chairman Levy said he just wanted people to know that they were using the money to allow the town side to grow.  Councilor Pickering asked Council Chairman Levy where he would take $200K out of the budget.  He replied that if he went through the budget as they had at the previous meeting, he was pretty confident that he could get there. He said it was difficult because 3 Councilors had not been at that meeting.  He just wanted to emphasize that they were using $400K and there was a significant jump in the rate. He said if he had a week he felt he could find places for cuts, and he felt the town would be fine. Council Vice Chairman Bentley said that a few hours ago they had said there was a .035% decrease in the budget for a total of $9,115,912, and he asked what the town’s portion of the tax rate was the previous year, and what it would be this year. Town Administrator Fournier said that if they added in revenues of $52K, the town portion would be $6.07 and the portion last year was $6.07.Council Vice Chairman Bentley said  he was out of town during the last budget session and couldn’t attend, but it looked like the town rate would be flat for the third year. He said the Chairman was telling them that they were growing the town and growing the bank account, and he had heard from some townspeople, who thought they had a good fund balance, and questioned why the Council vote to use more to buy down the FY2014 tax rate had not passed. He said when the subject first came up, he was afraid to use more of fund balance because of what had happened in 2011 with the retirement fund.  However, he said this would be the second highest tax rate in 11 years. He said as a taxpayer, it didn’t matter if the increase was from the school or the town, but he did feel there were some very fiscally responsible people around.  He felt that something could have been done the previous week.

Councilor Nazzaro said he was looking at the 2013 and 2014 tax rates and asked the Town Administrator and Finance Director what the actual tax rates would have been without the use of fund balance.  He thought they had used $607K in 2013. Town Administrator Fournier said they would add 65 cents to the 2013 rate for $6.62, and without the use of fund balance in 2014, the rate would have been $6.69.  Council Chairman Levy said he thought the rate in 2014 would have been $6.31 Town Administrator Fournier said figures on the chart did not include the $175 of fund balance use that had been voted the previous week.  Council Chairman Levy said he was really focused on FY2013, as there were actual figures that showed the town operated on $5.40 in a fairly efficient manner.  He said if they added in the 60 odd cents, calling it an even $6.00, even if there were reasons for some of the increases, he was materially concerned that they were going to $6.68. He said that he understood that they were budgeting for 2 years out, but the actual 2013 figures had been determined only 5 months previously.  He was concerned with the growth and added that if he was running his company at $5.40 he wouldn’t want to see it go to $6.68.  He said that he and Councilor Nazzaro were essentially saying the same thing in a different manner.  He said his concern was that the taxpayers were being charged on inflated budget numbers, and then the fund balance was jacked up and there was talk of one-time monies.  He said this led to continued growth but they had found out last year that the sky didn’t fall. 

Town Administrator Fournier said he had the tax rates based on budget numbers without the use of fund balance:  FY2013 would have been $6.72; FY2014 would have been $6.79; FY2015 would be $6.61. Council Chairman Levy said he was just trying to make people aware of the actuals and they were taxing people beyond what they necessarily needed, and then they were buying down something that they did not use. Councilor Nazzaro said if they backed out where they bought down the tax rate for 2013, 2014 and 2015, they should arrive at a level which they could buy down the tax rate consistently each year. He said that was his biggest concern.  Council Chairman Levy said he would like to use half the $404K, but he didn’t know how the Council felt.  He noted that Councilor Pickering asked for a specific list, but he didn’t have one at the time. Councilor Pike said he wished he had been able to attend the previous budget session, but the process seemed to be to go through the budget line by line, and that seemed to be what was being done.   He said the debate seemed to be around the issue of whether there was more money in the town coffers than there needed to be. Council Chairman Levy said the debate was also about adding to the budget with the $404K.  Councilor Pike asked him what he wanted to do, and Council Chairman Levy said he was concerned with growing the level of the town budget by using more money. He said he knew where the $118K was but the $286K was buried in the budget. Town Administrator said this was due to trying to keep a consistent use of fund balance. Councilor Pike said that from what he had seen he could not point to a crazy level of spending, but there was a question of how much fund balance they were going to maintain.  He said that if they were not changing the rate or the budget, he was unsure as to what they were debating now. Council Chairman Levy said they were debating spending. Councilor Pike thought that was the budget process, and he thought they were at the end, not the beginning of the process. 
To Councilor Wright’s question Council Chairman Levy said he wanted to use half of the recommended amount of fund balance, without hurting the CIP accounts, but it was the Town Administrator’s decision as to where the cuts were made.  Town Administrator Fournier said it was actually the Council’s decision at this time.  Councilor Wright asked Council Chairman Levy where he would suggest cuts.  He replied that they would not have time to go line by line now, but he recalled there were some increases, for example in DPW, that could be looked at. He felt they held back cutting amounts during the Saturday work session.  Councilor Nazzaro said there were lots of little amounts that could add up to larger dollars.  Councilor Wright said that these cuts should have been done from the beginning and all through the process. Council Chairman Levy said for example, he had asked where the $286 was allocated, but he understood that it would be difficult for the Town Administrator to pull those figures at this meeting.  Town Administrator Fournier reiterated that the amount was in the budget to level fund the fund balance as a revenue and use it for operations as they had in the past. Council Chairman Levy asked if they reduced the fund balance by $202K and didn’t take it all from CIP if the town would still be healthy and be able to sustain itself. Town Administrator Fournier said that was somewhat a loaded question, and said they would not have the level of services they had today.
Councilor Pike said he would like to make a motion and moved to forward to the Municipal Budget Committee the town budget in the amount of $9,115,912.  Council Vice Chairman Bentley seconded. The gross amount of appropriations was $31,923 lower than the previous year, and $122,468 lower than the Town Administrator’s proposed budget.  Town Administrator Fournier polled the Council.  Motion passed 4 – 2, with Councilors Wright, Pickering and Nazzaro in favor and Council Vice Chairman Bentley and Council Chairman Levy against.
A motion was made to adjourn.  Motion carried unanimously and the meeting adjourned at 9:10 p.m.
Respectfully submitted,

Ellen Adlington, Recording Secretary
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