Ambherst Ways & Means Meeting

Attendees:

October 11, 2022
Final

Lori Mix, Chair (LM)

Tom Cook, Secretary (TC)

Wendy Rannenberg (WR)

Andrew Pataky (AP)

Steve Boczenowski, Alternate (SB)

Russ Hodgkins, Alternate (RH)

John D’Angelo, Board of Selectman (BOS)

Ways & Means Meeting Call to Order: 5:50 pm. Felix Hertzka Conference Room

Topics Discussed

1. Town Unassigned Balance Overview from John D’Angelo:

a.

Unspent money held in town account in cash where revenue collected exceeded
the budget. Revenue projections are generally conservative so amount actually
collected generally exceeds the projection. Surplus must go into the unassigned
balance. Moneys from collected form unforeseen sources also get added to the
Unassigned balance. For example, money received from an insurance correction
or dividend that was not expected could fall under this category and be added to
the unassigned balance.

Money in the unassigned balance can only be spent in three ways:

i. Warrant Article with language specifically identifying the unassigned
balance as the funding source for a particular project/cause. Warrant
article are generally drafted by the BOS and must be passed by the
voters.

ii. Emergency spending with permission of the State DRA

iii. Tax bill reduction. Can take money out of the unassigned balance to
reduce how much of the town budget needs to be funded by taxes.
Efforts have been made to use more of the unassigned balance in recent
years for this but want to keep the tax rate relatively constant and
predictable.
The BOS has not put any warrant articles to the public to spend down the
unassigned balance in recent years. With inflation at recent highs, the spending
power of the unassigned balance in decreasing and from the point of view of
John D’Angelo, the unassigned balance should be reduced through one of the
available avenues. The State of NH recommends an unassigned balance of 10%
of the combined budgets of the town and schools to leave enough to cover
emergencies. At present, the Amherst unassigned balance is closer to 14%.
Ways and Means members discussion agreed that there are a number of either
projects in town, like the recently proposed Bike Path or a Community/Senior
Center that could be funded by warrant article or that a bigger share of the
money could used to offset taxes.
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6:27 PM Adjourned to join Board of Selectman (BOS) in Landry Meeting Room, 2™ Floor
2. Listened to and asked questions on the Strategic Plans from the following departments:
a. Department of Public Works
b. Ambherst Fire Rescue
c. Amherst Conservation Commission

9:02 PM Reconvened in Felix Hertzka Conference Room

3. Motion to accept the 9/26 Meeting Minutes — AP motioned and WR second
4. Discussion of Strategic Plans:

a. Noted that DPW Warrants a lot of items

b. Want to see response time figures from Fire Rescue due to concerns about the recent
decline in the number of volunteer firefighters.

c. DPW had noted desire to acquire a grater to treat dirt roads. Question if this could be
bought and shared between two or more local towns.

5. LM presented Capital Reserve Funds (CRF):

a. LM is a CRF Trustee.

b. Money added to CRFs through warrant articles. Many spread the cost of acquiring big
ticket items (like fire trucks) over many years.

c. Some of the CRFs have broader use definition, like school maintenance and repairs.

d. LM noted they have struggled to get the town and schools to spend the CRF money in
many cases.

e. CREFs, like the unassigned balance, is generally held in cash. The investment options are
limited to treasury bonds and certificates of deposits — very safe but low yield
investments. Inflation can make a significant negative impact on the relative value of the
funds in the CRF so getting the money spent as intended is a priority.

f. Some CRFs are extremely similar and could be combined.

g. Approx 3.8 Million in CRFs between the town and the school district.

1. Next meeting: Monday, 10/24 at 6:15-6:25pm and following BOS presentations relevant to
W&M at approximately 7:30pm in the Felix Hertzka Conference Room, 1° Floor.
2. Meetings with Department Heads with representatives from W&M and BOS begin on 10/25 and

run through 11/4. Plan for minimum 2 W&M members at each department meeting.

9:31 pm Meeting adjourned
Respectively Submitted,

Tom Cook
Secretary, Ways & Means
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Appendix 1: The Town’s Unassigned Balance from John D’Angelo
Facts:
What Is It?

The Unassigned Balance is the accumulated unspent tax dollars from prior years’ budgets. It is
often described as the Town’s “Savings Account”. The analogy is only partially correct. Savings
in the non-government world is created by not spending a portion of one’s current income.
Governments do not earn income (except in the case of interest on invested cash);
governments tax people to acquire the funds they intend to spend. Because it is illegal in New
Hampshire for governmental entities to overspend their budgets, these entities ALWAYS
underspend their planned budgets, just to be safe.

What are the Sources of Unassigned Balance Funds?
Currently there are two main sources for “new” Unassigned Balance increases:

1. Unspent, but appropriated budget dollars. For example, if the Town has a budget of
$10,000,000 but only spends $9,500,000, it has an underspend of $500,000 which “drops
through” to the Unassigned Balance at the end of the fiscal year. In this example the Town
spent 95% of its budget.

2. “Unanticipated Revenue” is the second major contributor to the Unassigned Balance. When a
town budget is built, some amount of “revenue” is forecast. e.g. fees for registering
automobiles, boats, permit fees, dog license fees, etc. In our example budget if $1,000,000 in
revenue/fees is forecast, the remaining $9,000,000 would be raised through taxation. If
revenues came in at $1,250,000 instead of $1,000,000, the additional $250,000 is considered
Unanticipated Revenue, and it cannot be spent during the current fiscal year. It must drop
through to the Unassigned Balance.

Previously the Town’s portion of the Land Use Change Tax (LUCT) funds were added to the
Unassigned Balance. However, a few years ago the Town voted to assign 100% of the LUCT
fees to the Conservation Fund, so there are no more contributions to the Unassigned Balance
from this source.

How Can the Unassigned Balance be Accessed and Spent?
There are two “normal” routes to access the Unassigned Balance and one “emergency” route.
1. The Town Meeting, through a Warrant Article can vote to withdraw funds from the Unassigned
Balance and use them for a specific purpose. The voters have broad discretion in voting to
withdraw and use funds from the Unassigned Balance. The Selectmen would usually be the
agents to disburse and spend funds withdrawn through this route.

An example here would be the annual Warrant Article authorizing—but not requiring—the
Selectmen to withdraw up to $120,000 as contingency funds if needed. Should the Selectmen

NOT withdraw and spend some or all of this money, it remains in the Unassigned Balance.

A second example was the 2019 Warrant Article authorizing the withdrawal of $200,000 from
the Unassigned Balance to complete the renovations to the Police Station.
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2. Inlate October the Selectmen meet to set the tax rate for the December tax bill. The prior fiscal
year will have closed on June 30" and the new Unassigned Balance is known. The Selectmen
have the ability to withdraw any amount from the Unassigned Balance to apply towards—and
therefore reduce—the Town portion of the December tax bill.

3. Inthe event of an emergency, the Selectmen have the ability to petition the NH Department of
Revenue Administration (DRA) to make a withdrawal from the Unassigned Balance to address
the emergency. The DRA will either agree that the emergency warrants accessing the
Unassigned Balance or they won’t. If the agree, the Selectmen can access the funds, and will
owe the DRA and the voters a detailed accounting of how the funds were spent.

It is also worth noting that the Selectmen’s ability to request emergency withdrawals is not
limited to the Unassigned Balance. Emergency access to any and all Capital Reserve Funds can
be granted by the DRA, regardless of the purpose of the fund. The DRA may impose conditions,
e.g. that the money withdrawn from a CRF must be replenished by XXX date, etc., but it is
possible to access all funds available to the town.

What are Sources of Confusion about the Unassigned Balance?

There are many, beginning with the fact that, in accounting terminology, the Unassigned
Balance is a Balance Sheet item, not an Income and Expense Sheet item. For example, your
mortgage is a Balance Sheet item (a debt) while your monthly mortgage payment is an Income
and Expense item (an expense). Your IRA account is a Balance Sheet item (an asset). Most
people do not understand that managing a balance sheet requires different thinking than
managing income and expenses.

Another source of confusion is that there are two different numbers reported as the
Unassigned Balance. There is the number reported to the State on various forms, e.g. the MS
535 reports the Generally Accepted Accounting Principles (GAAP) Unassigned Balance (page
120 of the 2021 Town Annual Report). And there is the non-GAAP Unassigned Balance as
shown in the Town’s audited financial statements (page 198 of the 2021 Town Annual report).
The difference is that the GAAP number has non-cash adjustments while the non-GAAP number
is basically cash in the bank. The differences are not huge but can be maddening when one is
trying to reconcile different numbers from different sources, reported at different times.

How is the Unassigned Balance Managed?
In October of 2016 the BOS adopted a policy to manage Fund Balances, specifically amending
the Unassigned Balance section.
(https://www.amherstnh.gov/sites/g/files/vyhlif4116/f/uploads/fund balance policy revised
10.19.2016 1.pdf).
Section E concerns the Unassigned Fund balance:
“E. Minimum Level of Unassigned Fund Balance
The New Hampshire Department of Revenue recommends that cities and towns will
strive to maintain an unassigned fund balance in its General Fund equal to 8-15%* of the

1 Note: The actual recommended range is 5% to 17% (i.e. two months of the Total Annual Appropriation).
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total annual appropriations of the community (which includes the Town, County, and
School District).

“The Amherst Board of Selectmen has chosen to target an unassigned fund balance
equal to 10% of the total annual appropriations. To balance the desire to minimize the
property tax rate and to help avoid large fluctuations in the tax rate, the Selectmen will
generally apply 50% of the unassigned fund balance that exceeds the targeted 10% each
fall to offset property taxes.

“The Selectmen will review this information each year in order to determine if
circumstances warrant increasing or reducing the amount applied from the unassigned
fund balance to reduce property taxes.”

The term “Total Annual Appropriations” refers to the combined budget of the Town, County
(i.e. the Amherst contribution to the County budget) and Schools—net of State contributions.
The 2021 value can be found on the MS 535 (page 117 in the 2021 Town Annual Report). For
2021 it was $55,582,292 (actual).

For 2021 the Unassigned Fund balance was $7,345,064, resulting in an Unassigned Fund
balance ratio of 13.21% of the Total Annual Appropriation.

Opinion:

1.

2.

The Town is carrying way too many tax dollars in the Unassigned Balance, i.e. the Target is too
high. Projects need to be identified and funded to reduce the Unassigned Balance.

The current policy for managing the Unassigned Balance has failed every year it has been in
effect and should be changed.

Carrying a multi-million dollar Unassigned Balance at a time when inflation is eroding the
purchasing power of each dollar by 8%-9% per year is irresponsible management of the
taxpayers’ funds.

Appendix 2: Unassigned Fund Balance Changes:
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