John Murray

From: Allen Nitschelm

Sent: Sunday, January 22, 2006 5:05 AM

To: David Stone

Cc: Board of Selectmen; aps_school_committee@mail.ab.mec.edu; Don Johnson; Bill Ryan;
Finance Committee

Subject: Spreadsheet (A Study in Scarlet), cost-cutting, and transfers

Hi David, FinCom, et al,

| have attached my "back of the envelope” spreadsheet that | handed out at the school budget workshop on Saturday. Let
me apologize in advance if there are any mistakes. | am not an Excel expert but hopefully the math is right.

As a simple explanation, what | tried to do was look at a sample $65m overall budget, assume 6% budget growth per year,
assume 4% income growth per year, and figure out what our yearly deficit and cumulative deficit would be over 5 years.

I then started changing variables and have about-10-or-so scenarios.

| was surprised to see how important it is to try to control costs. Cutting a little bit (“cuiting” is defined as reducing the
requested increase) makes a huge difference over time. This is probably a concept most of us are quite familiar with. |
then mixed in some use of free cash in the various scenarios and some overrides, and the combination of small cuts, a bit
of free cash, and a small override presents a very favorable long-term scenario which would allow for a couple million in
capital investments in that timeframe.

| added one chart showing capital expense investments out of Free Cash at the end.

Besides getting some insight into how important it is to make some cuts now, versus waiting until some future time, | think
the information is also helpful in showing how important it is to look at long-term (5+ years) scenarios. This was something
stressed at the MMA workshops that | attended and it is why we shouldn’'t make “free cash” spending decisions by simply
looking at this year's budget and how we can take the unexpected “revenues” of overlay funds and spend them without
regard to the long-term impact. “Balancing the budget” in the short-term by taking these revenues makes for a huge deficit
in future years. This is a danger we must avoid.

I think we need to examine how each major budget area (local schools, regional schools, and town) can accomplish its
budget goals and provide better service while staying at a 5% growth model, approximately. One of the questions | had is
whether our management is essentially “keeping things the same” and then suggesting what staff is needed rather than
proposing any cuts or efficiencies because of a fear that the cuts would be done but the needed staff wouldn’t be added. In
a bureaucracy, this is a real concern. | wonder if we can get past this fear for the benefit of the town as a whole.

Maybe ALG is the appropriate place to talk about this, or maybe we need some more joint meetings. While both the
schools and the town did a fantastic job with their budget presentations, there was little discussion of how to reduce
expenses or find efficiencies. For example, the concept of combining departments was not discussed at the school budget
workshop nor at the ALG meeting nor at FinCom’s meeting. | think this is one way we might be able to help limit budget
growth this year to 5%. We would have to look at laying off duplicative management structures and we would have to live
with town and schools not always being first on the list to have their parking lots plowed or their grass cut or their hallways
swept.

If we can hold overall budget increases to 5% without using Free Cash, and also really tighten the belt and maybe raise
fees, we might be able to add personnel (and/or shift personnel from areas that aren't as important) to our “core” mission
in those areas that need attention. in the schools, | would say hiring classroom teachers is vital. We need 5 new teachers
in 7th grade and another 5 teachers in the high school (plus whatever Choice would allow us to hire). | think this is more
important than at the elementary level because, while class sizes are the same, JHS and HS teachers have far more
students and homework to correct because they each have 5 classes. So as a suggestion to the SC, if we can’t cut office
support staff, administrators, groundskeepers, SPED transportation, hall monitors, aides, or anything else, I'd take
Herman’s suggestion and reduce the classes like woodshop that serve 1-7 students and switch those monies into one of
the core subjects, and do that 5 times at JHS and HS. This would be in addition to combining school/town departments,
because those cost savings would go to keeping the budget growth at 5%.



One of the things that | like about this idea is that (speaking about the schools) this could be a very positive change.
Adding classroom teachers, adding a team, and reducing class size are real accomplishments that we can point to. These
are goals worth striving for. But we can't “shift” resources without layoffs (unless a janitor happens to have a Masters in
Education and a minor in Math.) If we can redirect a small portion of our spending from management or support in the
various budgets, we can shift some of these savings to core spending, which better serves our constituents. And that
would go a long way to reducing side-effect issues like teacher burnout.

Would we be able to hire new teachers and allow them to teach 4 classes and then act as a monitor for one period? This
would be a better workload and, with 5 new hires, we might be able to eliminate a staff support position (with benefits?). Or
maybe give this option to experienced teachers or department heads.

I'm looking hard for that “middle ground” where we can have smaller, less frequent overrides (that are more likely to pass),
shift services to core areas, and maintain Free Cash as a reserve and as a fund to increase capital spending. A few

smaller steps now will result in huge savings and avoid many of the doomesday scenarios from happening that we heard
about last year.

Hope this is helpful and thanks for your review.

Allen Nitschelm
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In deciding whether of not to spend Free Cash, esoeciallv in
an operating budget, we should feok at:

" Frea Cash Policy by Finance Committes

* Potential (known and estimated) renewals of Free Cash

* Stabilization Fund balance

* Whether removal of Free Cash from a future Opersting Budaet will cause hardship
" Mutivear plan {5 vears)

Sample Town Budget with estimated arovdh in budgel, (6%}
stasting flgures: (.05 Expenditure Growth Q.04 Revenue Growth 500,000 FC Growth

Sample Town Budget with astimated growth in buddet. {6%) USING SOME FREE CASH
i Expenditure Growth 0.04 Revenue Growth  500.000 FC Growth

5snoaooo 800000
s‘rsooooo 1037000 _!

Semple Town Budget with estimated arowth in budget. (6%) USING sc!vE FREE CASH
startinn fiqures: 0.08 Exenditure Growth Revenue Groath  S00.000 FC Growth

70,304,060
73.115.180 9,108, 496 PR E
76,040,806 1282 EERTAT:: I EY A 1

Sample Tovn Budget with estimated qrowth in budget. {5%)
Expenditure Growth

esmnooo

676000001 1.700,000] 2.700.000] 1837000}

Sampte Town Budget with estimated growth in budget. {5%) PLUS ONE-TIME CUTS OF $1M TO BALANCE BUDGET
starting fiqures: 0.05 Expenditure Growth 0.04 Revenue Grovdh  S00.000 FC Growth

Sample Town Budget with estimated growth in budget. {6%) WITH OVERRIDES FACTORED iN
it it 004 Revenue Growlh  500.000 FC Growth

Sample Town Budget with estimated growth in budget. {6%) USING SOME FREE CASH

starting fiqures: 0.06 Exvenditure Growth 0.04 Revenue Growah  500.000 FC Growth
OVERRIDE
[}
3,000,000
[]
[
[
Sample Town Budaet with estimated growth in budaet, (6%) USING soms FREE CASH
starting fiaures: 0.05 Expenditure Growth 04 Revenue Growth 500,008 FC Growth
OVERRIDE
[
500,600
0
[
o)
Sample Town Budgot with estimated growth in budaet. (6%}
starting fiqures: 0.05 Expenditure Growth 004 Revenue Growth  500.000 FG Growth
A:m [ P— {

Sample Town Budget with estimated grovth in budget. {5%) PLUS ONE-TIME CUTS OF $1M TO BALANCE BUDGET

starting fiaures: 0.05 Expenditure Growih 004 Revenue Growth  S00.000 FC Growth
Estimated Staing  Running Amt_FC
Detiit, G Balance  Winatalls "It ¥ OVERRIDE

[
1,000.000
[

[
]

‘Sample Town Budaet with estimrated srowth in buaget (5%} PLUS ONE-TIME GUTS OF §1M TO BALANCE BUDGET

starting figures: 0.05 Expenditure Growth 0.04 Revenue Growth 500,000 FC Growth
Estimated Starting I Runeing ] FoBatance | winatats] A7 ¢ 0VERRIDE|
of
G|
1500000
[+
1]

SCENARIO WITH $1.5M OVERRIDE IN YEAR 3 PLUS SOME FREE CASH USE
Samaple Yown Burdget with estimated growth in budget. {5%) PLUS ONE-TIME CUTS OF $1M TO BALANCE BUDGET
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