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Mayor Kahn called the meeting to order at 6:00 PM.

1.  Fiscal Policies Discussion

In the Finance Director’s absence, the Mayor welcomed a Fiscal Policies presentation from the
City Manager, Elizabeth Ferland, and Deputy City Manager, Rebecca Landry. The City Manager
noted that after this meeting, City staff would propose some changes for the Council’s
consideration—with potential additional changes from this conversation—then a resolution
would be drafted for the Finance, Organization and Personnel (FOP) Committee’s review. That
is the official start of reviewing the Fiscal Policy. She said someone questioned whether it was
the right time to review the Fiscal Policy—when the Budget was just completed. The City
Manager said it was absolutely the right time because this is truly the start of the Budget process.
After the Fiscal Policy is finished, the Council moves into review of the Capital Improvement
Program (CIP). Then, it is time again for the Operating Budget. There are only a few weeks of
inactive budgeting during the summer.
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City Manager Ferland explained that the Fiscal Policies are very important because they do a few
things for the City. First, one of the most important things they do is set parameters for the City
Manager’s Budget and what they present to the Council. The Fiscal Policy is not a tax cap, but
there is a fiscal parameter for what the City does related to unanticipated revenues or other things
that happen throughout the year. Second, she talked about the Fund Balance, which is what the
City sets aside in case of emergency; there are parameters for that, which have been revised over
the years. The City has typically followed recommendations from the Government Finance
Officer’s Association (GFOA) and New Hampshire Department of Revenue (NHDR) to set a
percentage of the Fund Balance in the past.

The City Manager said this process starts by her sending the current Fiscal Policy to the
department heads and receiving input from them to determine whether something was
problematic or did not work the way they thought it would when applying these Policies. With
some new department heads, there was some feedback. She said they would talk about that from
Public Works because they use the Policy the most; they do some of the heavy lifting regarding
CIP projects and how they are funded, so the Public Works Director proposed some minor
revisions this evening. In addition, the City Manager and both Deputy City Managers had
preparation meetings with the Finance Director in advance of this meeting. The City Manager
gave credit to and thanked Deputy Manager Landry for developing a presentation in the Finance
Director’s absence. The City Manager proceeded with a presentation on the Fiscal Policy.

Fiscal Policy Purpose. First, she noted the purpose to, “Frame Resource Decisions: Establish
structural guidelines based on GFOA and NACSLB standards to guide annual resource
allocation decisions.” She said she does not really look at the National Advisory Council on State
and Local Budgeting (NACSLB) and typically refers to GFOA, which is local or national. Those
are the two things, in addition to NHDR, which set the City’s tax rate and work with all
municipalities across the State of New Hampshire. Next, the City Manager said Keene is always
long-range planning; the Fiscal Policy, in particular, creates that financial blueprint for the City
to create those parameters for the upcoming FY28 Budget. She said the City usually looks at the
Policy annually but did not the prior year, which was a reason for starting so early this year.

Outside Agencies Funding. The City Manager said there was input from a few Councilors, and
this was one thing they wanted to ensure was discussed. Outside Agencies are referred to in the
Fiscal Policy and have evolved a bit. At this time, nonprofits in the community complete
submissions, which go to a committee made up of two City Councilors, the Finance Department,
Human Services Division, Police Department, and Community Development Department. In one
of the proposed changes coming forward, the Community Development Department would be
removed from that committee. The City Manager said this Outside Agencies Committee looks at
whether the nonprofit provides services in the City, the services they provide, and what the
expense would be to the City. That is one method of evaluating Outside Agencies’ requests. It
had been confusing at times because some nonprofits were arts/events and did not fit nicely. The
City Manager knew Councilor Tobin had some suggestions/questions about Outside Agencies.

Councilor Tobin said she had been thinking a lot about how things are done with Outside
Agencies. At this time, it felt to her like the agency comes to the City, the City listens to all they
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say and do, and the City decides how they get funding. She said it is hard to get a sense of how
much the City would have been spending on those specific services. Sometimes it felt to her like
an agency was coming to the City for a program, which made it difficult to compare. She said in
listening to all the organizations and looking at the list, it was difficult to tell if they overlap (e.g.,
food service, general service, transportation). It makes it difficult to assess how the City is
actually spending the money and what it is going toward. She thought the assumption had always
been that Outside Agencies funding was specifically for human services, but she noted that is not
really what the Fiscal Policy states; it talks about things the City would have spent money on and
some of those things are not actually human services (e.g., downtown parks related). She referred
to the matrix in the Master Plan, where the City decided what it wants to be investing: there are
specific organizations listed there. She would like to explore the idea of first deciding which
initiatives that the City wants to invest in and then having organizations align with those.

Deputy City Manager Landry said her research showed this to be very common in New
Hampshire municipalities, and probably beyond, to have a policy about funding Outside
Agencies typically considered for welfare purposes. She was sure the scope might be beyond that
in some cases, where the City would be required to provide these services. However, as long as
there is an Outside Agency, she said they go through a rigorous application process, and they
prove they have spent the funding for that purpose. She said that is what the process is all about.
It is very consistent from municipality to municipality. So, she asked Councilor Tobin what she
thought would help some of her concerns if it were to be done differently. Councilor Tobin
suggested that the City focus on the initiatives outlined in the Master Plan, many of which align
with social service agencies, but would also allow for expanding scope a bit (e.g., a discussion
about waste at the Municipal Services, Facilities and Infrastructure Committee). She added that
some of the funding used for Outside Agencies is actually for programming. While that may be
beneficial, she wondered if it was duplicating services with the City, noting that it was hard to
tell. For example, after school programming that competes with the Rec Center. Councilor Tobin
thought it would make sense for initiatives to align with the Master Plan, like the goal to
“remove barriers to housing development.” She wants to decide on that first, then evaluate
Agencies based on need rather than how the City feels about the agency—she wants to remove
that part.

Mayor Kahn said he noticed that the City Manager sent around the Human Services dollar
equivalent for qualifying for food assistance, transportation assistance, housing assistance, etc. It
began to quantify services that if not provided by the state, falls to municipalities to provide. It
gave him insight, noting the amounts are significant (i.e., monthly food allowance at $250 per
person; rent allowance at $1,100 for a one-person residence). Aligned with Deputy City Manager
Landry and the Mayor, City Manager Ferland thought there were two things going on. First, she
said she thought that Outside Agencies need to be defined. Over time, they had been defined as
social service agencies but with time, other organizations had come in who Councilors advocated
for and now, they are in the funding mix but are not social service agencies. For example, the
Kids Collaborative. So, the City Manager thought that better defining “Outside Agencies” would
help: whether they are social services and if there is a process to fund agencies beyond those?

Councilor Favolise wanted to be clear, in keeping with the City Manager’s comments, about
what the scope of this discussion was because he saw two changes. In the future, as a note, he
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said it would be great to have a redlined version of some of the drafts, such as removal of the
Community Development Department representative and a language change, he had a question
about around recommended funding to be included in the Budget vs. just submitting a list of
Outside Agencies requests. So, Councilor Favolise thought the conversation that had begun had
merit but might have been beyond the scope and asked if that was staff’s interpretation of the
slide in front of the Council. The City Manager thought staff were looking for Council input
before drafting the resolution that would then go to the FOP Committee and there were changes
staff thought needed to occur to clarify things. One of those things was under Section 1. I. E., to
remove the Community Development Department representative from the Outside Agencies
committee. The City Manager stated that she could also see it being helpful, to be honest, to add
a definition of “Outside Agency” or at least to add the words “social service agency,” which is
how they are structured to be reviewed right now. The Deputy City Manager said it is not
unusual to start an Outside Agency funding policy with that definition. She added that the
redlined versions would come after receiving feedback from the Council and preparing changes
to the resolution. Councilor Favolise understood but stated that what he was looking at in the
presentation was different from the Fiscal Policy he was given on his desk, so he was preparing
his own red lines.

Councilor Tobin heard that the Community Development Department would be removed from
the current Outside Agencies policy, but the intent was never to have it be a part of Community
Development; it was only intended to be social services, but the Policy does not actually say that.
That suggested to her that Outside Agencies were more expansive than social services. She said
she would be comfortable only using it for that part of the Budget—stating that it would be a
discussion—but she still thinks the City should be deciding what initiatives it wants to invest in,
having some type of budget ahead of time, because it seems to her like organizations are
applying almost by invitation. Most organizations she spoke with did not know how to apply. If
it is by invitation only, she said it makes it seem less about the services. She asked if there was a
breakdown of whether the funding is going to a percentage of different services/demographics; is
it being equally distributed based on the population and how is that balancing out? She asked if it
is only organizations who have an inside connection who hear about this from someone in the
City and can apply for funding, which makes it sort of exclusive. The Deputy City Manager said
Outside Agencies funding is certainly open to anyone who wants to apply and they have to meet
the criteria. She was unsure whether it is a publicly posted application on the City’s website or if
they have to call to request it from Human Services, but Deputy City Manager Landry said it
certainly is not exclusive; it is open to anyone who wants to apply.

Councilor Workman thought she understood a little bit of where Councilor Tobin was coming
from. Councilor Workman does not think the Council has a lot of control over this part. She
would like to see more collaboration internally between the social service agencies ahead of time
before coming to the City because as much as this is a small City, she said there is a lot of
redundancy within the agencies from her personal experience working with so many of them in
the past. One thing she would like to see, which the Council had talked about every time this
Fiscal Policy is reviewed, is ensuring that other towns are also providing to these agencies if they
provide services to residents outside of Keene. She understands that Keene is the hub and wants
to be supportive but said there has to be support from the neighboring towns. The City Manager
said that is a part of the application process: the City gets copies of the Agencies’ financial
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statements and support from other towns is one of the questions asked because the City Manager
agrees with Councilor Workman wholeheartedly. City Manager Ferland said everyone should be
contributing to the services if everyone in this region benefits from them.

Councilor Filiault said in all the years he has been on the Council, it is the small percentages of
the Budget that make up Outside Agencies that are always the controversial items every year.
During his early years on the Council, there was no policy or forms for Outside Agencies and it
was basically decided on Budget adoption night when the Agencies would “come in and quite
honestly tell their best sob story and that’s pretty much what it came down to.” Years ago, he
was appointed as the chair of the committee that set the requirements for Outside Agencies that
are still being used today. As Councilor Workman just pointed out, whether other towns pay was
one of the biggest issues they looked into, as well as whether the service is required by the state,
is it repeated by other agencies, if unfunded would it cost the City more? He explained how the
Welfare office had evolved from giving checks for food in addition to housing to directing
people to the Community Kitchen. So, he said all of this had evolved over a couple of decades.
Councilor Filiault thought it was apparent that this particular Council maybe had not been
addressed enough on the criteria staff use for Outside Agencies, which he said could be for
another night or could be provided to the Council. He knew it had been used for decades and said
maybe it would require some tweaking to be more up to date. He said like clockwork every year
Outside Agencies come up again.

Councilor Haas said a lot of this conversation would be between policy, operations, and
reporting. He said to forgive him as he dwelled in those areas. He heard from Councilor Tobin
that the existing process is reactive, and she suggested a proactive process, where we might
define areas that the City seeks help from Outside Agencies and let them meet those needs and
educate the City on other needs. So, Councilor Haas said a thought of moving toward a proactive
approach of stating what we would be looking for.

Councilor Lake thanked Councilor Tobin for bringing this topic forward. He thought there were
maybe two things the Council was trying to accomplish here: (1) tightening up the rules for
Outside Agencies (there is a lot of grey area for anyone on the committee who has reviewed the
applications and discussion about whether to fund) and (2) something the Council might want to
carry out that might be in the Master Plan as Councilor Tobin mentioned. He wondered if they
should fully split those processes: (1) social services Outside Agencies funding program and (2)
something like a grant program that is proactive in the way Councilor Haas mentioned, where a
certain number of dollars per year are allocated toward each Master Plan Pillar and applications
can come forward to carry out those objectives of the City. He said it would obviously be a
pretty big change, but he liked the idea of tightening up to have Outside Agencies and a Master
Plan focus to cover the arts and other areas. Mayor Kahn thought it was interesting and called it
like a Ward Optimization Week program for the Master Plan Pillars.

Councilor Williams was going to talk about improving the criteria to include the Master Plan
part, but he thought what Councilor Lake said was a much better idea. So, Councilor Williams
supported the idea of separating them and figuring out how to ask social service agencies how
they can address the needs in the Master Plan and provide them funding opportunities based on
that—rather than having a reactive program, as Councilor Haas said.
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Mayor Kahn thought the City Manager had direction on the topic of Outside Agencies and said it
is 1% of the City’s total spending of what is raised through taxation, so he said it is a small part
of the Budget, but the City probably does not want it to grow given the pressure on the Budget.

CIP Inclusion in the Operating Budget. The Deputy City Manager explained that in Section 2. I.
J. of the current Fiscal Policy, the Capital Improvement Program (CIP) is included in the City
Manager’s Budget. However, the Deputy City Manager said there can be changes made to the
funding mechanisms the year that a project appears in the CIP after it is adopted by the Council
in order to meet the Budget requirements. So, the language they were thinking about would
provide for the CIP adopted by the Council to be a starting point for inclusion in the Manager's
Budget, so the City Manager can come back to the Council to move a project from one year to
another or move a project to debt funding, etc. This would create that flexibility. The City
Manager said Ms. Landry explained the exact current process but said the language does not
quite say that. The City Manager said they start with the first year in the CIP and as they go
through the Budget process, things are amended to make everything work to meet the Fiscal
Policies. Then, when the City Manager presents the Budget to the Council, she describes
whatever changes she made in the first year of the CIP (i.e., movements, adjustments). So, she
said they were proposing new language to clarify that existing process.

CIP Project Closeout. This recommended change from the Public Works Director in Section 1.
II. K. would make the following language change: “Upon project completion any residual funds
shall be returned to the fund that provided the original appropriation unless otherwise directed by
City Council.” This change would replace “completion” with “closeout” because it is really at
closeout, not at completion. There are several months before a project is actually closed out after
the project has been completed.

Councilor Haas said that sounded like it would help to clarify residual funds. He stated that if
done as written now, we still do not know what the leftover residual funds are going to be. He
said that topic came up somewhat when the City Manager did a great job of identifying $2
million dollars of residual funds to slide into the downtown project, which he said was a surprise
to a lot of people. So, he said better identification of those residual funds by accounting for them
at close out on the project is a great idea. The Deputy City Manager thought the Council would
start to see more of that when the finance reports come back, which was in process; they would
start to see how those balances carry over from one period to another. Mayor Kahn asked about
the change here. The City Manager said the change from the word “completion” to “closeout.”
Mayor Kahn thought Councilor Haas was raising a different question. Whereas staff were raising
a question relative to timing, he thought Councilor Haas wondered about how funds would be
moved after. Councilor Haas said that with this new wording, staff will be able to identify those
funds and they will be understood better, not where the funds are moved.

The Deputy City Manager said she hopes to organize and format the Fiscal Policies document.
City Manager Property Tax Increase Limit — CPI. The City Manager recalled when the previous

Finance Director wanted to change from the Boston Consumer Price Index (CPI) to the
Northeast Region — New England CPI. However, it was determined that the Northeast Region —
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New England CPI is not published often enough, so the Finance Director had a tough time using
it this year. Now, they propose using the Northeast Region CPI, which publishes more often (i.e.,
monthly), and not the New England specific CPI. Mayor Kahn asked who publishes the
Northeast Region CPI and the Deputy City Manager said the Bureau of Labor Statistics.

Councilor Lake recalled the change from the Boston Region CPI to the Northeast Region — New
England CPI and discussion about the makeup of the cities that were in each region. He asked if
there is a big difference between the makeup of the Northeast and New England Regions. The
Deputy City Manager believed the Northeast Region also includes New Jersey and one other,
and it is published monthly, so it is more reliable. The City Manager said they could very easily
show the numbers side by side again like they did last time for the two regions; she recalled there
was very little difference between Boston and the Northeast CPI. She could prepare that
comparison of them all for the Council. She said that City staff are obviously comfortable with
whatever index the Council wants to use as long as it is more frequent. The Deputy City
Manager reported that the Northeast CPI includes Connecticut, Maine, Massachusetts, New
Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, and Vermont.

Councilor Favolise said he remembered the discussion from a couple of year ago around what
the reason was for changing and whether the numbers were different to trigger this change.
Councilor Favolise said he would definitely need some more time to sit and think about it
because Boston actually feels closer and more appropriate to him than Pennsylvania and New
Jersey. So, he said he would love to see if the numbers are different and if so to what extent. The
City Manager thought a comparison would be great and reiterated that staff would be
comfortable with whatever index the Council chooses as long as it is reliable and published
frequently. The Deputy City Manager said her research over the past week showed them all as
consistent but that it would be worth looking into. Councilor Favolise asked to have a document
circulated with the rates, which happened in advance last time. He said the public statement is
that we are tracking it to inflation so that it stays the same: the proportion of expenses that go to
City taxes remain the same as the proportion of expenses going to all other things households are
spending on. He said the further we get from being regionally focused, the more difficult it is to
explain to people why we are pegging it to inflation at all. He said if it is a difference between
3.5% and 3.6%, okay, but a difference between 3.5% and 4% would influence the City’s
thinking. The City Manager agreed, noting the New England series was published more
frequently but the Bureau of Labor Statistics just deemphasized the series in favor of broader
regional publications. So, it was good at the time, but not for this Budget session.

Mayor Kahn asked how close the City came to this definition. He knew there were a number of
increases, there was debt service, and categorically excluded definitions. At the conclusion of our
process, he asked how close the City came. The City Manager said there is a breakdown in the
Budget book that tells how close the City came to this calculation. When she submitted the
Budget to the Council, it was well below the CPI and then the Council approved four new
firefighters. Still, the City came just within the CPI. She said a lot of debt increased that
availability and that was why the City was able to come in under this index. She said there are
pros and cons because once a decision is made to put a project into debt funding it is now a
requirement to have it in the Budget for the next 10 or 15 years, so she said it makes sense why
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debt is excluded from the calculation but that was a big part of the calculation this time around.
Mayor Kahn said the five-year average worked in the City’s favor of a higher annual rate.

Councilor Williams asked if Keene is in Boston Region’s CPI or just near it. The City Manager
said she would have to look to be specific. When she looked, Boston Region was the one closest
to Keene, and she said there is a good reason the City used it for so long and may want to use it
again. She said they could look at that. The Deputy City Manager found that the Boston,
Cambridge, Newton CPI is used more for labor/wages than for domestic cost of living, generally
speaking. That may have shifted in recent years as well. They could bring more information with
the resolution. Looking at prices in Boston and the Seacoast, Councilor Williams said broader
New England may be more appropriate. He said places like Pennsylvania can have more in
common with Keene than some wealthier Boston areas. The City Manager agreed.

Councilor Haas said indices are always difficult. He cited Burlington, Albany, and Springfield as
potential better indices. He agreed that frequently updated indices, which others can reference,
are always the best to use because then it is not like we are hiding something or are hiding
behind an infrequently published index. Councilor Haas made a suggestion, noting the City just
went through a pretty significant tax increase. He said the Fiscal Policy states that the City will
follow 100% of the rolling average of whatever index chosen. In the interest of demonstrating
frugality, he suggested changing that to 95% or some gesture toward the fact that the City is
tightening its belt. He knew that was not what the City Manager wanted to hear and said she had
done a great job of bringing the City under Fiscal Policy, and the Council then had modified as
chosen. However, Councilor Haas thinks it would be a great point to make to the citizens that the
City is trying. The City Manager pointed out the Fiscal Policy breakdown on page six in the
Budget book, which showed that the City was $684,597 under Fiscal Policy when she submitted,
before the firefighters, who were another $500,000 after the budget was submitted. This Fiscal
Policy calculation is for the City Manager because it indicates available funds that she has to
prepare the Budget and the City Council can then amend it. As a department head, the Deputy
City Manager also mentioned that operations are definitely affected by increases in the CPI;
expenses and costs go up with that fluctuation. She understood where the Councilor was coming
from but said it would be a direct hit on services that would have to be identified. Councilor
Haas agreed, stating that staff would have to come and ask the Council for the additional
funding, which could always happen, such as with the firefighters. He said the Council is not
afraid of going over this number if it is needed and necessary. He thought this adjustment would
be a great indication that the City recognizes the difficulty of this tax increase.

Mayor Kahn said he would not want to do that and unless someone seconded the idea; he does
not want staff investigating things there is no interest in. Councilor Tobin said she also would not
want to go in the direction of 95% as she thinks it would impact things during the year and
would restrict flexibility. Councilor Chalice repeated past guidance: it can be cut but do we want
to cut it? She said it would have to be very clear to the public where that money would come
from and they may not necessarily be happy with the reality of the 95% that may hit a little
harder. Mayor Kahn said he thinks we set our standards as guidance to the City Manager and it
was great that she was $600,000 under the Fiscal Policy. The Mayor does not mind the guideline
and said it does not always have to be hit on the mark; when the City exceeds it, that is
something to acknowledge. The City Manager came under the Fiscal Policy with the firefighters.
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LUCT and Conservation Fund. The City Manager explained that currently this says that each
year, the City shall designate and set aside $25,000 for conservation purposes funded through the
allocation of the Land Use Change Tax (LUCT). If the prior year’s taxes were less than $25,000,
the General Fund provides the difference. So, that means they are getting $25,000 every year,
regardless of the LUCT, which is then set aside in a fund. She said that fund had been very
useful as the City had acquired some property and put it into conservation. The Fiscal Policy said
additionally that in the years when the revenues exceed $25,000—and she could not remember
one anytime recently—that 50% above that $25,000 would go into the Conservation Fund. The
City Manager proposed the following language and policy change, “Each year, the City shall
designate and set aside up to $25,000 for conservation purposes, funded through the allocation
of the Land Use Change Tax (LUCT). If annual LUCT revenues are less than $25,000, only the
amount actually received shall be designated. In a year when LUCT revenues exceed $25,000,
fifty percent (50%) of the amount over $25,000 will be designated for conservation purposes,
with the total annual designation not to exceed $100,000. Expenditures from the Conservation
Fund will only be made upon approval from the City Council. Balance of said fund shall not
exceed $500,000.” The City Manager said they were also thinking about trying to get a little
creative with this to support housing development. She said whenever there are conversations
about conserving property, there is also the conversation about housing development. Staff were
trying to come up with a way, likely not through this Fund, to tie something in the budget
revenues to a housing fund. The Deputy City Manager spent a little time looking into this, and
one of the things she looked at was community development permit fees. Although, the City
Manager said we do not want to try to add additional expenses to housing projects. However, she
asked if there is a way for us to start setting aside some money for our housing fund.

Deputy City Manager Landry spoke with the City Assessor, who said there are years when the
City does not get any LUCT. At this time, there were two pending at about $9,000 each. It varies
from year to year. That said, they looked into how they can create a fund so the City Manager
does not have to hunt for money when the City needs to do survey or a study on a piece of
property it is thinking about selling, recommending to the Council to sell, or somehow trying to
make available for housing development. She does not necessarily know what those needs will
be when developing the Budget. The Deputy City Manager said they looked into the concept of
adding $5, for example, to every permit fee that gets approved and have that go into a fund.
However, that is not allowed in New Hampshire because it would be considered a tax. So,
generally speaking in New Hampshire, for permits and inspections, fees can be collected to the
amount that it equals the cost to provide them. For example, if it costs $100,000 to do inspections
and issue permits, the City can collect $100,000 in associated fees per year. The City does not
come close to recovering the cost, so she said it is basically subsidized by the General Fund. At
the next fees and charges review, staff talked about proposing slight increases in the permit fees
that would recover more of the cost that we have in providing those inspections and permits. She
explained that there is a key permit policy in place that she supports and staff would want to keep
in place: any permit for an improvement that the value of which is $5,000 or less, the maximum
permit fee is $100. She said this encourages compliance and the City wants people to be
encouraged to improve property. She talked to Community Development Director Paul Andrus
and at some point, they will come back about increasing those fees, which would mean the
General Fund would be subsidizing it less and that might provide an opportunity to have a no-
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budget-impact source of funding for a housing fund, for example. The City Manager asked the
Council’s temperature on both ideas. Mayor Kahn took opinions on changes to the LUCT first.

Councilor Williams was opposed to the proposed change to the LUCT. He said $25,000 does not
go as far as when this was originally written and less far each year. Now, this was talking about
really shrinking it. At the same time, he said cost of land the City would buy for conservation is
also going up. So, it would essentially put the whole program of conserving some land in
exchange for development into hibernation; it would be a long time before there is enough
money in the fund to actually purchase land. He said it would not be quite so bad if they got rid
of the 50% cap and anything from the LUCT goes into this fund. The Deputy City Manager
wished the Finance Director was present to say how much money was in the Conservation Fund
at this time, but it has supported the purchase of property for conservation purposes to date.

Councilor Haas asked where he could find the accounting sheet for the Conservation
Commission that shows how all the monies have flowed and what the balances have been over
the years. The City Manager said she could produce that for the Council; it is a separate fund.

Councilor Chadbourne said she had the same reaction that Councilor Williams had and for the
same reasons, so she did not repeat them, but noted she was not a fan of the LUCT change.

The City Manager reported a balance in the Conservation Fund of $133,377.57 on June 4, 2026
but $45,000 of that was recently approved for use.

Councilor Chalice said, to Councilor Williams’ point, that if this $25,000 had been growing at
some rate that had any relationship to our economy, she would feel more in support. However,
the fact that the $25,000 had been frozen means that it had been losing its ability to do anything
for quite some time; on top of that, there was the suggestion to take it down. Mayor Kahn said
we had not run into the wall on this and what flexibility that had been needed existed. He thought
it was a worthwhile question from the City Manager and was glad she raised it.

Councilor Lake was interested in how many years the City had exceeded the more than 50% vs.
not; he wondered if that could mean just getting rid of that piece and not the first piece, and
maybe balancing out. He was interested in knowing the number ahead of the resolution. Mayor
Kahn restated it as the first piece may be the Budget yoke that everyone is feeling and that is
hitting on the General Fund and competing against everything else, but if we did have the
potential to go above, then let that happen in the years that it does, within whatever kind of
guardrails, so it does not become excessive. He said that was a reasonable suggestion to him.

Councilor Tobin asked about the end goal to purchasing conservation land; we cannot develop
conservation land at the same rate as developing property for housing, so she asked what the
right balance is. The City Manager called it a great question, and she did not know the right
person to answer it. The Conservation Commission brings forward recommendations of how to
spend that fund. She said the ones that they have been bringing forward have made sense
because they have been in areas that were not going to be developed anyway, they abutted
property that the City already owned, and more reasons that made it make sense in her opinion.
However, the City Manager could not answer about an end goal.
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The City Manager said it sounded like there was no interest in changing the LUCT, which was
fine. She would bring a memo to the Council with how many times the LUCT had exceeded
$25,000, which was not many; maybe once in the last approximately seven years. Mayor Kahn
did not want to lose sight of Councilor Lake’s idea because this is an item that competes against
all other General Fund Budget items, so the Mayor wanted data to ensure conservation would not
be cut off entirely by the concept.

Councilor Tobin said she would not be totally against that. If the Fund is not supporting it, then
ultimately it would be important to find a different solution and reevaluate where to go from
there. If we are consistently coming up with, say $10,000 per year, and that is not enough to do
something, then she would hope the Conservation Commission would come to the Council with
that as an issue and say we need to find a different way to fund this and we still think it is
important for these reasons.

Councilor Favolise said he was thinking about what Councilor Tobin was saying about the end
game here. One of the things that struck Councilor Favolise was that if there were a high value
parcel for conservation that came up and the asking price for what we expected to pay was going
to exceed what was in the Conservation Trust, he certainly did not think anything would prevent
the Council from having a conversation about how to move money around to purchase
something like that. When talking about the end game, he was broadly aligned with the Mayor
and the subsidy to make up what is below $25,000 competing with other priorities. He also
recognized that there is a lot of land in conservation in the City, a lot of green space, so he said
we have done a lot of work with this fund already. Councilor Favolise wished he could give the
City Manager some clearer direction, but he heard what the Mayor and Councilors Williams,
Chadbourne, and Chalice were all saying. He also thinks it is a tough property tax rate here and
looking for ways, even if it feels like it is in the margins, can start adding up to real money. So,
Councilor Favolise was interested in continuing this conversation. He thought Councilor Lake’s
point was good about having some data around what these numbers looked like historically and
what might be possible moving forward.

The City Manager asked for input about the housing fund idea: was the Council interested in
staff looking for potential ways to generate revenue that could support housing development
activities? Councilor Williams said yes, please continue, he would love to hear more.

Councilor Favolise said when he saw “housing fund” he thought of something a little bit
different than what the City Manager had described in terms of using it for the City to investigate
the developability and any of the environmental pieces. He was thinking either last year or two
years ago there had been some lump sum deposited into a housing fund that he thought the
Council was told at the time was going to have all sorts of private investment match it and was
going to be really big and all this money was going to come out. He did not know what the
current status of that was. It sounded to Councilor Favolise like maybe these were two separate
things. The City Manager said yes, a couple of years ago, there was some additional money
through the American Rescue Plan Act that came to the state and because the City participated in
the Housing Champions and other activities, the City recouped some money from just its
development activities. A part of that was $50,000 that was allocated to a housing fund, which
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was managed by Monadnock Economic Development Corporation, and partnered with both bank
and personal funds; she did not know whether that program was complete yet. She said it made
sense because the initiative at the state was about how are we doing as a community to
encourage housing development and the programs that we do, and the City got an incentive for
that, which the City reinvested in the housing fund. Councilor Favolise asked if she City
Manager was talking here about a different pot of money for the City to use to investigate
properties that is maybe not good for conservation. The City Manager provided an example of
the property on Howard Street that the City did a Request for Proposals for to acquire. In order to
get that property ready, the City had to do multiple things: lot line adjustments, survey work, and
wetlands delineation. The City Manager said she did not really have a place for that and had to
take it from Public Works and elsewhere to make it happen because it was important to get that
ready for a Cottage Court development. The City Manager said the Housing Fund is envisioning
the flexibility to be able to do things like that. She discussed some state parcels the City was also
working on the release of; some of the questions that came up were about future use, traffic, and
potential roadway improvements. The City Manager thinks there are times when the City could
spend a little bit of money and look into some of these things. She cited some other land in the
community that was evaluated for water and sewer in the past. Mayor Kahn thought the
difference for him was hearing that this would be a City-administered fund, which is key. The
City Manager thought perhaps “Housing Development Fund” would define it better.

Ambulance Billing. The City Manager recalled that the state law changed recently. She said the
City is at 325% of Medicaid rates and needs to change its Fiscal Policy to be able to bill at that
level and be in compliance with the Policy. Instead of having a percentage or really defining
ambulance billing, she just suggested having some language that says they will be consistent
with maximum allowed according to current New Hampshire State law regarding ambulance
billing rates, so we know how to keep coming back and changing that when the law changes.

Fees and Charges. There was some language included in Section 2. III. H., right before the Bond
Debts, that said, “Fees and charges shall be reviewed in accordance with the schedule set by the
city manager.” The City Manager said the schedule should be every year when the Council does
its Budget. The Budget is two things: budgeted expenses and budgeted revenues, so they should
be looked at annually. So, she proposed the following updated language: “Fees and charges shall
be reviewed annually as part of the operating budget process. Recommended changes will be
reviewed and approved by the City Council when required.”

Other Funds. The Deputy City Manager said there are fund balance rules in the Fiscal Policy for
the amounts to be maintained in those balances. She said there is not really a rule or a practice
for unassigned and unrestricted fund balance for all remaining Budget funds; that is not really the
practice. So, they changed the language: “Unassigned and unrestricted fund balances for all
remaining budgeted funds should be maintained at amounts sufficient to provide for estimated
expenditures.” The City Manager provided the example that the City does not need that much
money in an unassigned unrestricted fund balance for Fleet, we really just have a fund that
provides the funds necessary to maintain and replace the fleet; there is a schedule of when to
replace things and she can calculate how much things will cost to maintain. The same language
used for the general fund does not apply to all these other funds, like the PC Replacement Fund,
which is tied to the annual Operating Budget for said Fund. The Deputy City Manager said in
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both those examples, there are five-to-10-year projections completed by the departments
responsible, and the fund balance is maintained sufficient to cover those expenditures over that
course of time. What this language does is instead of saying it has to be 7 to 17%, for example, it
says that the amount in the fund balance has to be sufficient to provide for estimated
expenditures, which is consistent with current practice. The City Manager thought the original
language might have been interpreted differently in the past, but they found that it it was creating
some unnecessary restrictions in funds of that nature, like PC and Fleet. The Mayor asked if the
City Manager needed a fifth category. The City Manager did not think so, she thought the
language proposed was unassigned and unrestricted fund balance for all remaining budgeted
funds should be maintained at amounts sufficient to provide for the estimated expenditure, so to
fund it over a period of time.

Councilor Haas said it makes a lot of sense that it should not be bound by the same bracket as the
General Fund. He heard the City Manager say the Fund Balance is defined by the five-to-10-year
projection of their needs; he asked why not to just make that the policy and define it as such.
Otherwise, he said it could drift. The City Manager said she would think about it. She thought it
was written this way because if there is a plan to replace it, then there is a plan to fund it; so, that
way it was not any sort of percentage or number of years, you just have however long the plan is,
you have a plan to fund it. The Deputy City Manager was thinking about Fleet and the PC
Replacement Funds. She wanted to understand if there are others that may not have that five-to-
10-year expenditure they just funded. They would do some research.

Self-Funded Health Insurance. The City has not done this in at least 10 years, so it is being
deleted from the Fiscal Policy.

This concluded the City Manager’s Fiscal Policy presentation and she took questions.

Mayor Kahn wanted to check on the Unassigned Fund Balance, specifically the reserve for
Compensated Absences. Our guidelines say that we will fund it 100% and he could not
remember but thought it was in the millions. The City Manager said the City was funding
Compensated Absences at $100,000 per year right now. The City started that when the GFOA
changed policy approximately three to four years prior. Mayor Kahn asked if those dollars count
as uncommitted. The City Manager said they are committed; they are restricted. Mayor Kahn
said he asked even though the likelihood of paying them out all in one year is pretty low. The
City Manager replied yes that the reason funds are set aside is when staff leave, they have
payouts that are not budgeted in their individual budgets. The City was hit by this pretty heavily
in the past several years with a lot of retirements and she assumed it happened elsewhere, which
is why GFOA changed the rule for the City to create these funds. She did not know the exact
number accrued but the majority of people who were eligible for retirement had retired, so that
percentage of the workforce was much smaller at this time. So, vacation time, for example,
would not be 100% because that would be a large number. Mayor Kahn asked where that
language is in the Fiscal Policy. The City Manager referred to the front structure under Financial
Policies, “compensated absence fund shall be used to recognize, measure, and disclose
requirements for compensated absences. A liability for compensated absences is recognized for
unused leave and leave that has been used but not yet paid or settled.” That is according to the
Governmental Accounting Standard Board (GASB). Mayor Kahn read another passage, “shall
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maintain an amount equivalent to the total of the earned and unused leave at the close of each
fiscal year” and said the City is not doing that. She very much doubts it because there are 300
employees across the organization who have a different amount of vacation at the different times
of the year, so it would be difficult to have that funded at all times. The Mayor asked if it should
be changed. The City Manager suggested perhaps saying that we are moving to strengthen the
fund to have a higher percentage; she would have to go and look at the GASB rule before
changing that language. Mayor Kahn said recording it on the financial statement is the City’s
requirement and the City Manager agreed. The Mayor asked if setting aside the full amount is
too much. The City Manager called it a good point. Maybe we want to change to a percentage.
She would look at it.

Councilor Haas said it is like funding a pension fund, you do not have to fund it 100%, but you
have to project your interest rates that you will choose that percentage funding to. Councilor
Haas referred to the Periodic Budget Status Report for the fund, which will include Compensated
Absences. He asked if any severance packages for employees are not covered, which would
receive compensated absence and unearned leave, that then should be included in these numbers.
The City Manager said there would only be severance package agreements for contracted
employees. The three charter employees have contracts which could potentially trigger severance
payment; she is not aware of any others. Councilor Haas cited a story about a police chief that
pocketed $500,000 when they combined his compensated absences with his severance packages.

Councilor Favolise had a question about the Unassigned Fund Balance for the General Fund. Just
overall, he knew there had been some conversations about this throughout the downtown
project—discussions and how we are funding that. He thinks he and the City Manager are largely
aligned on the overall uses and goals of the Unassigned Fund Balance; he thinks there is maybe a
little bit of daylight there. One of the things that Councilor Favolise thought would be helpful for
the Council as we think about—he is not saying we make any changes to the 7% or 17%—but
the City Manager told the Council that when she arrived it was closer to 7% and during
Councilor Favolise’s time on the Council it had be closer to 17%. He thought the City was in the
moderate to upper range at this time. He asked the City Manager to talk about if the 7% to 17%
range makes sense, noting that 7% feels very low. The City Manager said the range comes from
recommendations from New Hampshire GFOA and Department of Revenue, which are not
completely aligned; one is a little higher than the other. She said the other question the Councilor
asked about was really looking at days of operating expenses and trying to match that up with the
percentage. She referred to page 7 (General Fund Summary) of the Budget book and how the
City ended FY26. The projected Unassigned Fund Balance at June 30, 2026 was just under $14
million: $2.9 million and then an additional $1.2 million was used/allocated for the downtown
project, in addition to about $850,000 that is allocated each year for tax rate offset. That is about
$5 million, and the largest amount of Fund Balance the City has used in the City Manager’s nine
years; it is also the most difficult project, so it made sense. That would bring the Fund Balance to
approximately $9 million. She said she feels pretty good about where things are at right now
using the larger, more conservative approach.

Mayor Kahn said he shared the interest Councilor Favolise expressed around the Fund Balance.

The Mayor recognized that a Fund Balance is to cover needs and that is what the City used it for
during the past year. At the same time, he feels like we need to home in on that number as an
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important benchmark. He thanked the City Manager for trying to update it along with the others
she would be getting back to the Council on. The City Manager said she would have another
number for the Fund Balance once the audit is completed; the number is constantly changing.
Typically for the Fund Balance each year, the City Manager accounts for a portion of the Budget
not being spent or revenues exceeding the budgeted revenue numbers. That amount falls to the
Fund Balance, which is why it had been able to grow over time. However, the budgets had gotten
closer by doing a few things: (1) applied a vacancy rate to the Police Department, which in the
past had used funds leftover from their open positions to offset; (2) Fire and Police Department
overages; and (3) allocated funds toward the CIP since Covid when on higher end of that range
and able to do that but there would be less flexibility as Budget numbers come closer to actual by
doing things like applying vacancy rates. Mayor Kahn said it is a better measure than days of
cash against expenditures. He recognized changes through the year and recognized we came
through a tough year, so he thinks it is important to update this number on periodic fiscal reports.

Councilor Haas talked about Fund Debt. He referred to Item K., where General Fund debt was at
or less than 12% of the General Fund Operating Budget. He asked if we have a similar ceiling
for other debt: if so, where is that located? The City Manager said the City does not for the other
funds like Water and Sewer. Councilor Haas asked if the City Manager knew the City’s overall
debt load. The City Manager said it is broken down in the Budget book, including the amount
being added to capital reserve. This year, staff would be taking a close look at Water and Sewer
because the revenues are not coming in the way hoped for and that has created some issues in the
Water and Sewer Funds. They are doing a projection to try to correct those revenue estimates.
The Budget proposal the Public Works Director put forward ultimately passed for 5% increases,
and now he is aligning projects in the CIP with updated revenue numbers. A number of years
ago, staff created a rate model and have been updating it. This will be a FOP talk this year.

Councilor Tobin talked about funding sources. She knew the Council talked a lot about the state
cutting budgets as well as tax rates. She noted that the Council’s Fiscal Policies state that the
City will “actively pursue other funding sources” and it talks about grants and public—private
partnerships. She asked how the City was doing with those other funding sources, stating it feels
like it would be more important in the coming years. She wondered if at least the City should
start monitoring those metrics. The City Manager did not have numbers top of mind but thought
it was around $9 million in grant funds and other funding sources this year. She said the CIP
breaks down funding sources and she provided some examples, such as the trail improvement
project that is City—College—grant funded. Councilor Tobin understood where to see the numbers
we are receiving. She said it is hard to know which opportunities we are not pursuing because
maybe there is no capacity for staff to be doing that or which ones we are not receiving. She
wondered about metrics for how successful we are and how we could measure that. The City
Manager said it had come up a couple of times that the City should have a grant manager who
looks for grants for all the departments. She said the department heads would love the concept
because they are always working hard around the clock looking for funding in addition to their
normal duties and are quite successful at it. They would always like help to find more. They are
most successful at obtaining the large grants and staff may not always go after the small grants
because of prioritizing the biggest payoff. That is why Councilor Tobin asked if it would be
helpful to start keeping metrics, for example, how much time each department head spends
researching, which can translate into a number in terms of how much we pay that person to
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research and write grants, etc., and not do other things during that time. She thought it may be
worth monitoring and tracking to see if it could help. The City Manager thought the Budget
process is a good time to have that conversation. She said she would not be opposed to adding
more people to help do that because it is a heavy lift for the departments. She has not done it in
the past because of competing needs and because the departments have been successful at
securing the large grants. She thought they would have been even more successful if some local
politics did not interfere with the grants for the downtown project. Councilor Chadbourne noted
that there used to be a grant writer for Cheshire County and they would help the City. The City
Manager said the County still has a grant writer and the City has attempted to utilize the position
a couple of different times, but it depends on their current workload. The City had not done one
with them that had been successful yet but could keep trying; she is a very good grant writer.

Councilor Workman did not think she heard requests to add a grant manager position as much to
collect data to see if a position is justifiable or not. As well as to collect data to determine what
grants we are going out for—like a tracking system—what we are applying for, and the outcome
of that. There might already be something internal. The City Manager agreed that if a grant
requires in kind match, they do the same thing: track hours of staff working on that grant. She
does not even need to track it; there is a lot of need, they spend a lot of time on grants. She would
collect some additional information.

Councilor Haas referred to Fees and Charges, Item F, about “rate structures should be sensitive
to the market price for comparable services in the private sector,” and asked if that paragraph is
needed. He said it does not have anything to do with how we set the rates; the rates are driven by
all the things that come before that. He said he would hate to see that open us up to any kind of
liability. He is always interested in simplifying wording. The City Manager was not here when
that was put in, but guessed it was due to Fleet: we have an internal fund—the General Fund
pays the Fleet Fund for the maintenance of the City vehicles. There have been multiple past
analyses of whether it makes sense to continue vs. contracting it out, which is probably why it is
in there. Councilor Haas suggested specifying two fleet services. The City Manager said perhaps.

Councilor Haas asked about next steps. The City Manager said for her and Deputy City Manager

to work with the Finance Director on what was discussed this evening, which will go to Council
and then to FOP for as many meetings as it takes to reach the full Council again.

2.  Adjournment
There being no further business, Mayor Kahn adjourned the meeting at 7:44 PM.

Respectfully submitted by,
Katryna Kibler, Minute Taker

Reviewed and edited by,
Kathleen Richards, Deputy City Clerk
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