THESE MINUTES ARE SUBJECT TO APPROVAL AT THE NEXT BOARD OF FINANCE MEETING

SPECIAL MEETING

BOARD OF FINANCE

April 30, 2009
A Special Meeting of the Chester Board of Finance was called to order at 7:05 p.m.by Jennifer Wislocki.  The meeting was held at the Chester Meeting House.  Those in attendance included:  Jennifer Wislocki, Rick Morrow, Ed Meahan (seated for Chris Johnson), John Brodzinski, Virginia Carmany, Henry Krempel (seated for Dave Cohen).  
CONSIDERATION AND APPROVAL OF BILLS
The following motion was made and duly seconded:
Transfer
At the First Selectman’s Request, please transfer $1,500

From:
10-05-55-1000-325
Misc. – Employee Benefits – Medical Insurance

To:
10-01-16-1000-107
General Government – Registrar of Voters – Special Services

Tom Marsh reported that this is a result of the petition for a referendum vote at the recent Town Meeting.  

The motion passed unanimously.

AUDIENCE OF CITIZENS

Kim Caron, Superintendent of Schools, reported on changes with the elementary school budget.  Overall, the Chester Elementary School Budget for 2009/10 was decreased by $75,000.00 and an additional $50,000.00.  These reductions were due to the finalization of the stimulus dollars (funding for para educators in Supervision District).  Also, the Kindergarten enrollment figures were not as initially projected.  We are currently projecting only 33 students; therefore, we will not need an additional Kindergarten teacher.  The Elementary School figure is $4,117,092.00 which represents an increase of $24,731.00 or 0.61% over the current year appropriation.  Mr. Caron continued that we are making significant staff reductions region wide.  There will be two fewer full time positions at Chester Elementary School next year.  This represents a 5% reduction in staff at the Elementary School.  Mr. Caron reported that in the 07/08 year, a surplus of $22,000 was returned to the town from the elementary school budget.  There was a $42,000.00 return from Region 4 for a total return of $64,000.00.  This year, we estimate that $13,000.00 will be returned to the town from the elementary school and $15,000.00 (approx.) will be returned from the Region 4 budget.  
Mr. Caron reported that the Connecticut Education Association is driving what the local teacher unions are doing.  They have said, in no uncertain terms, there will be no concessions.  No local union will fall out of step with the CEA.  Mr. Caron has asked the union if they would consider furloughs or concessions due to the economic climate.  Their response was no.  Mr. Caron continued that at the last negotiations, the Boards of Education took a very firm stance on negotiations.  They did negotiate lower than average wage increases and higher than average costs for health benefits.  Also, next year, we are entering into negotiations with the teacher union.  Also, Chester is benefiting from an early retirement incentive put in place several years ago.
Mr. Caron reported that the Colchester teachers belong to the American Federation of Teachers (AFT).  The AFT does not have as much “muscle” as the CEA; therefore, they have given into concessions.  

Mr. Caron reported that the non-union employees at Region 4 have taken a 1.5% increase down from 3.5%.  The Superintendent and Assistant Superintendent have taken a 0% increase and have given back their travel stipend.  The Business Manager is taking a 0% increase.
Mr. Caron reported that the Region 4 total gross expense to be voted on at the May 5th referendum represents a 0.04% increase over the current year’s appropriation.  Region 4 benefited from no real increase in special education costs.  

Chester’s impact on the Region 4 budget is just under $360,000.00.  This is due to ADM figures.  Of that $360,000.00 increase, $315,000.00 is caused by Chester’s increase in ADM at Region 4.  

Mr. Caron reported that the Stimulus Money will help the 09/10 and the 10/11 school years.  Decisions will need to be made in the 11/12 school year due to the lack of stimulus money.  Mr. Caron reported that he has been discussing the stimulus money with Joe Courtney.  Mr. Courtney indicates that the democrats in Congress are hoping to maintain the same level of special education funding.

A gentleman stated that the Stimulus money is not free money; we are paying for it in federal taxes.  
Mr. Caron reported on a 0.94% increase in district billings.  Mr. Garth Sawyer, Business Manager, continued that some high cost students are cycling out of Region 4.  This has brought in some revenue from the Excess Cost Grant.  The reimbursement rate for expenses over $60,000.00 is anticipated to go down.  Mr. Caron reported that the figure that goes to referendum is up .04% over last year’s figure.  Chester’s portion of the Region 4 budget referendum is $358,606.00.  
Dave Cohen arrived at 7:10 and is seated.  Henry Krempel is unseated.

Tom Marsh reported that there is an approximate $50,000.00 reduction in Chester’s BOE costs, a $15,000.00 increase in revenue (return from Region 4), and a $14,000.00 reduction in the Region 4 budget.  These figures are not reflected in the numbers in front of the BOF this evening.  The timing for the receipt of these funds was discussed.
Mr. Caron reported that region wide; there are 20 fewer positions in the schools for next year.  Mr. Caron pleaded with the BOF to consider the work of the Boards of Education.  
Mr. Caron reported on the Regionalization process.  He has been presenting the “road show” throughout the region over the past several months.  The response from these presentations has been positive.  He stressed that Regionalization is the way to go for the district.  He continued that we are unable to sustain the type of excellence we want due to the structure of the region.  Mr. Caron added that the region will be unable to sustain leadership under the current structure.  Also, the legislation has changed regarding regionalization and the process has been streamlined.  The only requirement for regionalization is a positive vote from each individual town.
Pam Christman, Chairman of the Chester BOE, reported that the reductions suggested by the First Selectman will not teach the teachers a lesson by not giving concessions.  You will be affecting the children.  

Richard Strauss, Region 4 BOE member, asked the BOF to support the Region 4 Budget this year and to encourage residents to support the budget as well.  He continued that it is a fair budget.  He continued that there is no contingency in the budget for any additional unforeseen special education expenses.  The BOF needs to consider this when discussing the fund balance.

BUSINESS

Budget Review and Recommendation to Public Hearing
Tom Marsh reported that he and Selectman Heft held a special BOS meeting.  The Grant List is approximately $500 million dollars.  The value of a mil is $498,965.00.  In order to generate the same revenue that we’ve budgeted for this year in property taxes, the mil rate (currently 23.87) would be reduced to 20.61.

To provide into the effect of the revaluation on the average residential tax payer we had the Assessor’s office pull 10 field cards at random.  Before any budget increases, the average tax increase is 2.24%, 6 of the 10 will have a tax increase greater than 5%.

This is perhaps the most challenging budget year the town has faced.  Three noteworthy issues have converged, that if faced individually would pose a significant challenge.  The issues we refer to are the recession, the significant shift in ADM and the revaluation.

Our overriding objecting is to present a budget that maintains Chester financial integrity while maintaining services and minimizing tax increases.  We believe the following adjustments result in a budget that accomplishes that goal.

Revenue – the revenue projections we have used are based on our current budgeted property tax collection rate of 98.5% and the most current guidance available from the Governor and legislature regarding state funding.  Given the current state budget crisis and the expectation that the state budget will not be passed before the town budget, we urge caution when relying on these figures.  We believe them to be a best case scenario.  It is quite possible that in the 11th hour of negotiations the state will reduce funding to municipalities in order to meet their requirement of a balanced budget.  To exacerbate that point, the state budget is a biennial budget so the changes made will more than likely impact the next two years.

Undesignated Fund Balance – We believe it is important that to maintain financial integrity that the BOF implements a policy stating the expected undesignated fund balance percentage.  As noted, Chester has a fund balance of approximately 13.5% based on guidance from our auditors and GFOA we believe that Chester should implement a policy of maintaining a 10% fund balance.

In fiscal 03/04 Chester used $700,000 in savings to offset expenses.  In 04/05 $875,000 was used.  In 05/06, the year the budget failed and the following a revaluation $650,000 was used.  By 06/07 these extra funds were exhausted (funds from the sale of the town hall, house on Main St., and elimination of open space funds).  Through careful planning and the use of year end projections we have been making progress to the goal of producing a truly balanced budget.  This fiscal year we are using $270,000.  We had hoped we could reduce that amount to $216,000 for fiscal year 09/10 which would cover the last payment on the school bond, allowing us to start the 10/11 budget process balanced.  Once a balanced budget was achieved, we would propose to use yearend projections to either pre-fund capital, thus reducing the tax burden in the coming year, or to identify projected deficits and budget accordingly to maintain the 10% fund balance in the next year.
Capital Budget – We believe it is equally important to the financial integrity of Chester that the BOF set and adhere to policies that guide capital investment decisions.  The capital budget is essentially the “maintenance budget” for the community.  Without policy to guide decisions it is much too easy to delay maintenance to future years, compromising both the financial and structural integrity of Chester.  Significant strides have been made over the last decade in this area.  The road construction budget has been moved from operating to capital.  While not yet official policies, minimum expenditure levels, and project classification criteria have been used as guidance in making capital funding decisions.

Budget History – since 2003/2004 fiscal year actual spending on town services outside education, has increased $94,000.  This has been done without decreasing service or compromising maintenance.  In fact, two town bridges have been built and the sewer project has been completed.  During that same period state revenues have been essentially flat.  For example ECS funds, which are by far the single largest state funding line item, have increased $90,000 during that time period.  By comparison education spending in Chester has increased approximately $2,250,000.  The message from the state to Chester has been clear… we are on our own when it comes to revenue.

We have been able to limit the growth in spending on town services through increased efficiencies, incorporating new programs and prioritizing projects and services.  For example, in 2006 we switched health care plans for town employees.  The coverage was better while costing the town and the employees less money.  The savings for fiscal 09/10 alone amount to approximately $100,000.

The town budget (excluding education) we have proposed for next year is 1.35% less than the current year.  We are confident we have exhausted the savings that can be realized through the methods described above.  Our proposed funding for Chester Elementary School for next fiscal year is 1.19% less than the current year.  We have provided rational for this funding level but fully understand that management of education expenses fall fully to the BOE.

Summary – Before fiscal year 2009/10 even starts it is possible that we may see reduced revenue from the state.  If the economy continues to worsen it is possible that we will not achieve our budgeted property tax collection rate of 98.5%.  Whether revenue will be reduced and if so by how much is unknown.  We can state with a fair amount of certainty that Chester will not be the recipient of increased revenue.

Bring the fund balance to 10% will help with this year’s shortfall but will result in starting the following fiscal year with a $200,000 shortfall.  Exacerbate that shortfall with lower than budgeted revenues unforeseen expenses like a difficult winter, and by pushing out capital expenses and the town could easily be looking at a deficit of $500,000 before the 10/11 budget process starts.  Add a 3% across the board increase in the budgets and Chester will be looking at a 10% tax increase.  There will be no money in the fund balance to use, capital (maintenance) will already have been pushed out and the state revenues will not provide relief.

Conclusion – tough decisions must be made this budget year.  We have proposed a balanced budget that distributes budget cuts equally, maintains services, minimizes tax increases and maintains the fiscal integrity of Chester.  In nutshell to support increases in spending, taxes must be raised.  If taxes are not raised, spending must be cut.

Signed:  Tom Marsh First Selectman, Martin Heft, Selectman

Note that Bruce Watrous is out of the country and not available for vote.

Tom Marsh reported that the Capital Budget that was voted on by the town and BOF last year had a 09/10 expenditure of $710,000.00.  At last week’s meeting, this figure was down to approximately $288,000.00.  The Capital Budget proposed currently shows $418,000.00 compared to the $710,000.00.
The Budget Adjustments Fiscal Year 2009/10 as of 4/30/09, Proposed Budget Changes as voted by BOS 4/30.09, The Capital Budget 2009/10, the Budget Comparison, The Expenditure Comparison as of 4/30/09 and the Proposed Budget Changes for discussion 4/30/09 were distributed and discussed by the BOF.
Tom Marsh reported that he and Selectman Heft do not support a significant tax increase; however, he added that we should not sacrifice and capital by foregoing tax increases or expense cuts.  
Jennifer Wislocki was not clear on issues pertaining to town employees (pay freeze, non-union, other staffing).  Tom Marsh responded that regarding town hall employees, he proposes freezing the pay for non-union employees.   This will result in a $10,000 savings.  He is working with the union leadership to negotiate additional reductions in labor costs.  
Peter Evankow reported that over the last six years, the town’s spending is up $94,000 and the school’s spending is up $2.25 million dollars.  Over the years, we’ve had staff reductions at town hall and the health insurance change resulted in $100,000 of savings.

Tom Marsh reported that to ask for wage concessions only on the town employees and not the school employees is difficult to support.  Tom’s suggestion is to offer a wage freeze to school employees; however he does understand the union complications.  

Roads – Tom Marsh reported on the transfers to the roads account.  The road budget was moved to Capital to avoid the peaks and valleys of road funding.  While the policy has been in place for one year, we are now considering going against the rationale by reducing the line.  If the Capital/roads budget is going to work, we cannot underfund the line item and push the expense out.  The maintenance, and costs associated with same, of various roads was discussed.  
Virginia Carmany expressed concern with requesting a pay decrease for non-union and additional money for other staffing without taking any dollars from the Overtime for Police Department Account.  Tom Marsh responded that this is not a controllable expense.  Virginia Carmany responded that it can be controlled more than it has been in the past. 
Tom Marsh reported that the Constables do not get overtime other than scheduled events.  He continued that Adam’s shifts are scheduled by the state.
A BOF member reported that other town’s response to overtime was a change in shifts.  

A gentleman suggested putting more money into the Fund Balance going forward to 2010/11.  The growth in the Grand List could be flat, tax collections could be down, the state could reduce funding, ECS could be down etc.  He continued that the auditor’s recommended 5 to 15% and GOI recommends up to 15% for a municipality.  

A gentleman stated that he agrees that putting off maintenance items is not a good idea.  He continued that the ADM figures will go up again next year.  He felt that town employees should not be the only employees to give concessions.  He was unsure if the education budget could give much more back.  He felt a ½ mil tax increase was the only alternative.  
The BOF discussed the bulky waste disposal and costs associated with same.

Virginia Carmany suggested a change in the bulky waste as discussed at the prior meeting.  Tom Marsh responded that he spoke to Dick Smith.  Dick informed Tom that Chester uses more than just bulky waste.  In speaking with Martin Heft, the Selectmen do not recommend making that change at this time.  We need to insure that there are no permitting requirements and there are some significant downsides; we will not be able to go back to the town of Deep River.  We are investigating the option of Chester residents bring garbage to the dump for a fee.  Tom intends to send a survey to residents regarding the issue and investigate further.

A gentleman reported that the BOE has met many times and made cuts.  This bulky waste issue is spending $125,000 per year and it is estimated that we could be spending only $15,000.00.  He spoke with DEP representatives.  The town would need to file for a permit and a dumpster could be placed at the town garage and a schedule could be devised.

A gentleman stated that we cannot un-budget for the bulky waste without a plan in place.  We can pursue the issue during the next year.  If we implement an alternative plan within the next six months, we can use any savings towards next year.  
John Brodzinski did not feel it was a good idea to take money out of maintenance (roads, infrastructure).  To postpone items only increases maintenance costs.  John favored most of the Selectmen’s proposal.  He did not favor asking non-union staff to take a pay freeze.  

He continued that he would not favor less than a 10% fund balance.

Henry Krempel questioned expenses such as the upkeep of grounds, cleaning town hall, roadside mowing, snow plowing, street sweeping etc.  He felt savings could be found if we reduced the frequency of such items.  Tom Marsh responded that none of the contractors we use have raised their fees since 2005.  He added that the town buildings get cleaned once per week.  Tom would not advocate a public building that did not have its bathrooms cleaned more than once per week.  
The BOF discussed the IT maintenance contract and the costs associated with same.
Jennifer Wislocki summarized that there is not a lot of support within the BOF for a pay freeze for non-union town employees.  The BOF agrees that the reduction of an additional $64,000 at the elementary school is sufficient.  The BOF does not support asking the BOE for additional cuts.  Regarding the fund balance, the range of 9% to 12% is favored by the BOF.  The BOF supports approximately $81,500.00 more than the Selectmen’s recommendation which is a ½ mil increase.  The BOF did not agree on reducing the roads budget.  

At the previous BOF meeting, the BOF agreed to fund the roads at an amount of $200,000.00 to $250,000.00.  The BOF agreed to postpone funding the ambulance.  The HVAC was postponed for one year as well.

Jennifer reported that she is in favor of reducing the road budget further.  She continued that postponing items only makes it more expensive in the end.  A BOF member agreed; however we do have to postpone something.

The BOF discussed the HVAC at the elementary school and costs associated with same.  A BOF member commented on the HVAC and the Tools for School Program.  He reported that the HVAC impacts health issues at the school.  He felt that $10,000 was a small figure to sacrifice considering how much the program has been funded thus far.  There is a need to get the area controlled.  He continued that this is an air quality issue not air conditioning.

A BOF member suggested that the teachers pay a portion of their health care.  Mr. Caron reported that they currently pay a portion significantly higher than the average teacher in the State.  
To get to a .33 mil tax increase, Jennifer suggested supporting all of the Selectmen’s recommendations with the exception of the pay freeze for non-union, other staffing changes and further cuts to the elementary school.  She suggested reducing the roads budget by $81,000.00.

Tom Marsh expressed concern with cutting the fund balance and capital.  He felt it fiscally prudent to have the maintenance budget funded at an acceptable level and our fund balance budgeted adequately.  
On a motion made and duly seconded, the BOF recommend to a Public Hearing a ½ mil increase based on an Operating Budget of $12,374,682.00.  This represents a .49 mil increase or 2.38%.  The BOF recommends a first year Capital Improvement Budget of $418,000.00.  The motion passed unanimously.
AUDIENCE OF CITIZENS

Liz Netche was in favor of going to a ½ mil increase since all indications are that next year will be more difficult than the present year.
ADJOURN

The Public Hearing is scheduled for May 12, 2009 at 7:30 p.m. at the Meeting House.

On a motion duly made and seconded, the meeting was adjourned.
Respectfully Submitted,

Suzanne Helchowski
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