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Basic Law of Budgeting
New Edition September 2022
Supplement due out September 2023
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• Available for digital 
purchase on NHMA’s website:
https://www.nhmunicipal.org/store 

Presenter Notes
Presentation Notes
Tell new selectmen, budget committee members or other finance officials about these workshops.

Supplement

Page numbering

2017 edition will be published in September for Budget & Finance workshops on 9/12 (Bedford) and 9/26 (Bartlett).




General Principle:
Authority of Towns /Cities/ Schools

LOCAL GOVERNMENT RECEIVES ITS 
AUTHORITY FROM THE STATE
NO HOME RULE AUTHORITY IN NEW 
HAMPSHIRE
AUTHORITY IS USUALLY FOUND IN 
STATUTE (RSA) OR RULES
MAY VS SHALL

Presenter Notes
Presentation Notes
The Authority of Towns and Cities 
 
 
Local Government Receives Its Authority from the State 
The executive, legislative and judicial branches of the New Hampshire state government are granted their authority by the people through the New Hampshire Constitution. Towns and cities receive all their authority from the state legislature. Whenever the town meeting, the town or city council, or an individual oﬃcial takes any action in an oﬃcial capacity, they are acting with authority received from the state legislature. See RSA 31:1 and other sections in that chapter for a description of the powers of towns. See RSA chapter 47 for a description of the powers of cities. 
 
No Home Rule Authority in New Hampshire 
Contrary to popular belief, New Hampshire is not a “home rule” state. It has a political tradition of local control, but unlike many state constitutions, the New Hampshire Constitution does not grant any power directly to municipalities. In New Hampshire, municipalities are political subdivisions of the state. So are village districts, school districts, counties and other similar governmental entities. They only have authority if the legislature gives it to them, and the legislature is free to withdraw it at any time. The New Hampshire Supreme Court has said: 
“[T]owns only have such powers as are expressly granted to them by the legislature and such as are necessarily implied or incidental thereto.” Girard v. Allenstown, 121 N.H. 268 (1981). 
The expression “home rule” is also used in New Hampshire to refer to the ability of towns and cities to change their form of government via the charter adoption procedure found in RSA chapter 49-B. But this is only form, not substance. Towns and cities cannot, by charter, add to their authority or reduce their responsibilities. Only the legislature can make those changes. 
 
Authority Is Usually Found in Statute 
Usually, the legislature provides authority to municipalities in the language of a state statute. The statutes are published as the New Hampshire Revised Statutes Annotated (RSAs). In general, when a question comes up about whether a municipality or a particular local board or oﬃcial has authority to take a certain action, the municipality, board and/or oﬃcial must ﬁnd a law that grants them that authority to act. It is not enough to conclude that there is no law prohibiting the action. Silence in the law generally should be interpreted as a prohibition against that particular municipal action. 
 




General Principles

• Home Rule? 

• All power comes from legislature.
• Find a law that allows action, either express or 
necessarily implied.
• Not enough to say “no law says we can’t do it.”

•Girard v. Allenstown, 121 N.H. 268 (1981).

Presenter Notes
Presentation Notes
Start out with a few general principles that underlie everything else you’ll hear all day.

No Home Rule
Unlike many state constitutions, the NH Constitution doesn’t grant power directly to towns and cities. All power comes from legislature.
Find a law that allows action, either express or necessarily implied.
Not enough to say “no law says we can’t do it.”
Girard v. Allenstown, 121 N.H. 268 (1981).
Power of a municipality to act in a particular area implies the power to spend in that area as well. RSA 31:4. 



General Principle: Budgeting Laws

RSA Ch. 32 (Municipal 
Budget Law)

RSA Ch. 33 (Bonds)

RSA Ch. 35 (Capital 
Reserve Funds)

RSA Ch. 31 (Powers & 
Duties)

RSA Ch. 39 (Town 
Meeting)

RSA Ch. 21-J (DRA)



General 
Principle: 
Budget 
Laws

•  RSA Chapter 32 applies to all towns, 
school districts and village districts 
adopting budget at annual meeting 
(including SB 2).

•  SB 2 towns, also see RSA 40:13.

•  City and towns  charters – special  
provisions.

•  RSA 44:2 – statutes relating to towns 
also apply to cities.

Presenter Notes
Presentation Notes
Ask – How many SB 2?  How many traditional meetings?

Ask – how many towns with a charter are represented here today?

Ask – official budget committee or advisory budget committee?  Don’t know --- MS 6 or MS 7 form filed with DRA

RSA = Laws





General Principles:

• Provide uniformity in the 
manner of appropriating and 
spending public funds … 
including those towns, schools 
and village districts which do 
not operate with budget 
committees. RSA 32:1

Purpose of Budget Law 

Presenter Notes
Presentation Notes
It’s not optional.



General Principles

•Violators may be removed from 
office under RSA 32:12

• Petition to superior court
• Budget committee or any 

interested person may initiate
• Removal is not automatic

•DRA can disallow appropriations 
made in violation of budget law.

Presenter Notes
Presentation Notes
So – why be concerned??  Besides wanting to have a successful budget outcome…


Removal is not automatic.  A court will likely look at whether the violation was in good faith or not, and whether it actually caused any harm.




The Annual Meeting Process: Key Players

• Legislative Body

• Governing Body

• Budget Committee

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org

Presenter Notes
Presentation Notes
Legislative Body, 21:47– When used to refer to a municipality, and in the absence of applicable chapter or subdivision definitions, the term "legislative body'' shall mean a town meeting, school district meeting, village district meeting, city or town council, mayor and council, mayor and board of aldermen, or, when used to refer to unincorporated towns or unorganized places, or both, the county convention.

Governing Body, RSA 21:48– When used to refer to a municipality, and in the absence of applicable chapter or subdivision definitions, the term "governing body'' shall mean the board of selectmen in a town, the board of aldermen or council in a city or town with a town council, the school board in a school district or the village district commissioners in a village district, or when used to refer to unincorporated towns or unorganized places, or both, the county commissioners.
The governing body is the spending authority

Discuss advisory v. official budget committee (Introduction)
Not required; budget committee towns are towns with official budget committees
 Advisory: unofficial, established by selectmen or legislative body but not under RSA 32:14
Official:  adopted by legislative body under RSA 32:14.  Purpose:  “To assist voters in the prudent appropriation of public funds”. 
We’ll talk about their duties when we get to the seventh key concept 






Key Players

• Legislative body: town meeting, school or 
village district meeting, city council, board 
of mayor and aldermen.

• Governing body: board of selectmen, 
school board, district commissioner, city 
council, board of mayor and aldermen.

•Budget Committee- Official vs Advisory 

Presenter Notes
Presentation Notes
RSA 21:47 and RSA 21:48

BOS – function as a body, not as an individua
Legislative Body, 21:47– When used to refer to a municipality, and in the absence of applicable chapter or subdivision definitions, the term "legislative body'' shall mean a town meeting, school district meeting, village district meeting, city or town council, mayor and council, mayor and board of aldermen, or, when used to refer to unincorporated towns or unorganized places, or both, the county convention.

Governing Body, RSA 21:48– When used to refer to a municipality, and in the absence of applicable chapter or subdivision definitions, the term "governing body'' shall mean the board of selectmen in a town, the board of aldermen or council in a city or town with a town council, the school board in a school district or the village district commissioners in a village district, or when used to refer to unincorporated towns or unorganized places, or both, the county commissioners.

Discuss advisory v. official budget committee (Introduction)
Not required; budget committee towns are towns with official budget committees
 Advisory: unofficial, established by selectmen or legislative body but not under RSA 32:14
Official:  adopted by legislative body under RSA 32:14.  Purpose:  “To assist voters in the prudent appropriation of public funds”. 
We’ll talk about their duties when we get to the seventh key concept 





Key Players:

Budget Committees

• Not required

• Official:  adopted by legislative body under RSA 32:14
 

• Advisory: unofficial, established by selectmen or legislative 
body but not under RSA 32:14

Presenter Notes
Presentation Notes
When we talk about budget committees  or “budget committee towns”, we mean those with an official budget committee.





Whose Budget Is It?

Budget = recommended “plan” for 
spending

Only the voters adopt a budget!

Budget cuts & Brentwood School 
District v. Brentwood Budget 
Committee case

Presenter Notes
Presentation Notes
Baker v. Hudson – 10% rule

Brentwood School District v. Budget Committee of the Town of Brentwood, Rockingham Superior Court, Docket No. 218-2015-CV-150 (March 5, 2015). 

However, in a 2015 superior court case, the judge determined that a budget committee’s cut of approximately $650,000 from the school district’s recommended budget did not violate the principle set forth in the Baker case above. The budget committee was somewhat vague about where in the budget the particular cuts were coming from, and the ultimate result was that the voters could not amend the budget to reflect the school district’s originally-proposed budget. The judge looked at the budget committee’s intent and determined there was no evidence that the committee dishonestly proposed a budget that it knew to be unworkable or that it intentionally “neutered” the voters’ amendment capability in light of the 10 percent rule. 

Second, the judge determined that there was simply insufficient evidence to establish that the budget committee dishonestly proposed a budget that it knew to be unworkable and that it intentionally neutered the voters such that they could not amend the budget to reflect the school board’s proposed budget. Further, the judge referred to the budget committee’s role as that of “fiscal watchdog,” meaning that a budget committee certainly can seek to make cuts that, in its judgment, result in a more manageable budget for taxpayers, as long as the school district can meet its statutory, state regulatory, and constitutional obligations.
Practice Pointer: Essentially, the judge declined to delve into the process through which the budget committee came up with its final budget, reasoning that the superior court is not a “super budget committee,” and, therefore, as long as the committee did not stray beyond its jurisdiction and met basic statutory requirements, the court’s standard of review must be “whether there is a rational basis” for the committee’s actions.




The Town Meeting/
Legislative Body/Voters

Approves all 
appropriations

Votes to create and 
fund common 

municipal funds

Citizen authority to 
propose 

appropriations by 
petition

May amend separate 
articles to reduce or 

zero out 
appropriations

May amend budget to 
reduce  (or increase) 

total bottom line 
appropriation

Can zero out line-item 
appropriations in 
DRA budget form



Key Players:
Governing  Body –Budget Role

Prepare warrant, draft 
separate warrant 

articles

Pay all sums of money 
received to the town 

treasurer 

Prepare manifest to 
pay all town expenses

Maintain records of all 
town financial 
transactions

Publish in annual 
report, the general 
fund balance sheet 
based upon audited 
financial statements 

Establish and maintain 
appropriate internal 
control procedures 

Annually review and 
adopt an investment 

policy 

Submit proposed 
budget to the 

Voters/or Budget 
Committee. 

*21:48 Governing Body. –  
the term "governing body" 
shall mean the board of 
selectmen in a town, the 
board of aldermen or 
council in a city or town 
with a town council, the 
school board in a school 
district or the village 
district commissioners in a 
village district

Presenter Notes
Presentation Notes
RSA 39:2 – warrant and articles

RSA 41:9 – financial duties

RSA 32:5, I – prepare budget



Key Players:

Official Budget 
Committee 
Duties and 

Responsibilities

To prepare the budget as provided in RSA 32:5, and, if the municipality is a 
town, the budgets of any school district or village district wholly within 
the town, unless the warrant for such meeting does not propose any 
appropriation.

To confer with the governing body or bodies and with other officers, 
department heads and other officials, relative to estimated costs, revenues 
anticipated, and services performed to the extent deemed necessary by 
the budget committee. It shall be the duty of all such officers and other 
persons to furnish such pertinent information to the budget committee.

To conduct the public hearings required under RSA 32:5, I.

To forward copies of the final budgets to the clerk or clerks, as required by 
RSA 32:5, VI, and, in addition, to deliver 2 copies of such budgets and 
recommendations upon special warrant articles to the respective 
governing body or bodies at least 20 days before the date set for the 
annual or special meeting, to be posted with the warrant.

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org



OFFICIAL BUDGET COMMITTEE
The Statutory Scheme

The parties are set forth in RSA 
32:15

• 3-12 members at large, 3-year 
terms

• Ex officio members of governing 
bodies

• No full-time employees

The mission is in RSA 32:16

• Prepare the budget for submission 
to the voters

• Confer with governing bodies and 
departments

• Conduct the public hearings
• Forward budget documents for 

inclusion in the warrant



Status of Ex-Officio Budget 
Committee Members

• The membership of an elected municipal budget 
committee is prescribed by RSA 32:15 and shall 
include one member each from the select board, 
school board and village district located in town.

• These Ex-Officio members serve as full voting 
members of a municipal budget committee – this is 
not optional, it is mandatory.  

• Budget Committees cannot by procedural rule make 
these Ex-Officio representatives non-voting members: 
Town of Hudson and Hudson School District v. Hudson 
Budget Committee – Hillsborough County Superior 
Court- Case No. 2022-CV-00223, 8/15/22

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org



Summary of the Official 
Budget Committee 
Responsibilities 

Review current year’s expenditures
Review proposals, request information 
Prepare budget
Schedule and hold budget hearings
Forward final proposed budget to governing body
Complete 10% Sheet 
Approve Emergency Expenditure Requests
Does not control spending

Presenter Notes
Presentation Notes
Discuss Conflicts of Interest vs. Incompatibility

Personal and Pecuniary Interest

RSA 32:15, V:  No selectman, town manager, member of the school board, village district commissioner, full-time employee, or part-time department head of the town, school district or village district or other associated agency shall serve as a member-at-large. Every member-at-large shall be domiciled in the town or district adopting this subdivision and shall cease to hold office immediately upon ceasing to be so domiciled.

Under RSA 31:39-a:  Adopt ordinance that establishes incompatibility of office requirements stricter than those specified by state law or establishing conditions under which prohibited conflicts of interest shall require removal from office



Know the Structure
• Official Budget Committee

• Schedules when selectmen and 
departments must provide proposed 
budget

• No official Budget Committee
• Selectmen decide when department 

heads submit their proposed budgets
• Town Manager

• Collects budgets from departments and 
forwards to Selectmen by January 31

• Charter Government?



Budget 
Development

Department heads prepare 
estimated expenditures 
and revenue projections 
and submit to governing 
body. RSA 32:4. (library 

trustees may directly 
submit their proposed 

budget to budget 
committee – RSA 202-

A:11, II)

Towns with Town Manager 
– the manager provides 
the governing body with 

an estimate of the 
probable expenditures of 
the town for the ensuing 
fiscal year, along with an 

estimate of revenues. RSA 
37:6, V

Select Board reviews 
information provided 

under RSA 32:4 and RSA 
37:6, V and submits their 
budget recommendations 
to the budget committee.

Budget Committee 
prepares the budget as 

provided in RSA 32:5, and 
if authorized under RSA 

40:14-b, a default budget 
under RSA 40:13.  RSA 

32:16, I.  

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org



Lots of Meetings

• Budget Committee/Governing Body Meetings:  unlimited number, 
public meeting rules only (RSA 91-A).

• Budget Hearings:  on or before certain dates, 7 days notice, limited 
agenda.

• Deliberative Session (SB2):  date and notice requirements, more 
limited agenda.

Presenter Notes
Presentation Notes
Important Dates Calendar – on our website 

Different rules for different stages:




SB 2 – 

Official 
Ballot 

Referendum

•  2 sessions for meetings, dates 
differ from traditional meeting 
dates.
•  First session (deliberative), 
voters discuss and amend 
articles.
•  Second session – voting and 
elections

• Vote on articles as set by 
first session

• Ballot vote only, no 
discussion or 
amendment.

Presenter Notes
Presentation Notes
Chapter 8 of the book concentrates on issues regarding   SB 2 municipalities, and we will cover many of these issues as we go along today.  However, to reduce confusion, I just want to explain what SB 2 is because people don’t always know.

-alternative to traditional town meeting where voters gather together, discuss, amend, and ultimately vote on all the warrant articles at once.




Annual Meeting : Procedural Requirements for Valid Appropriations 
(Budget Creation)

 Public budget hearing
 Disclosure of purpose and amounts at hearing 

(including sub-account information)
 Disclosure of default budget at first budget 

hearing
 Budgeting on gross basis
 Recommendations
 Warrant Notice
 Listing of all appropriations and separate 

warrant articles on posted budget

Presenter Notes
Presentation Notes
p. 21



Three Potential Times for 
Budget Modifications

• Governing body may modify the request of 
any municipal department prior to submitting 
its proposed budget to the budget committee. 
(RSA 32:4 ; 32:17)

• Budget committee may modify the proposed 
budget during the budget preparation 
process. (This may be either before or after 
the statutorily required public hearing.) (RSA 
32:3 & 32:5)

• Town meeting may see a voter make a motion 
to modify the budget

25



7 Key Budget Concepts

• Appropriations
• Gross Basis Budgeting
• Warrant Notice and Amendments
• No Spending Without an Appropriation
• Lapse of Appropriations
• Transfer of Appropriations
• 10% Limitation in Budget Committee Towns

Presenter Notes
Presentation Notes
Budget booklet -----More logical than RSA 32



Key Concept #1

Appropriations
• No Spending without an Appropriation- RSA 32:8

•  Legislative body policy decision, vote to spend 
an amount of money for a specified purpose.

•  Authorization to spend money; not the actual 
spending of money.

Presenter Notes
Presentation Notes
(Chapter One in the book)

Appropriating money is the decision of the voters.  What is on the warrant or in the proposed budget is just that – proposed.  The voters have the final word on what gets appropriated.  It is a policy decision that is carried out later by the governing body.

City – often call these resolutions

Authorization to spend money; not the actual spending of money.





Appropriations

• Raise: identify the source of funds, otherwise taxation.
• Appropriate: set apart a certain sum for a specified purpose.
• Purpose: goal or aim to be accomplished through expenditure 
of public funds
• Not limited to DRA MS-636 or MS-737 form.

Presenter Notes
Presentation Notes
Raise = identify a source of money
Appropriation = how the money will be spent
Most appropriations articles use both words, and each part is important.  To have a valid appropriation, you need both pieces – identify a source of revenue and authorize spending it for a particular purpose.

To “appropriate” means:
A legislative decision (RSA 32:6) to set apart and authorize expenditure of a certain sum for a specified purpose
“Appropriation” means an amount of money appropriated for a specified purpose by the legislative body.
To appropriate does not mean to spend; it is how the money will be spent (i.e., the purpose)

Not only must you appropriate—set aside the money—but you must also raise it: to “raise” the sum is to collect the revenue (i.e., the source)

Even when you are selling equipment already owned by the municipality—or even just trading it in—you need to raise and appropriate the revenue. 

RSA 32:3 , V




Appropriations
What are “proper public purposes”?  Per RSA 31:4, it’s any public 
purpose not prohibited by N.H. Constitution or by any law. 

• Public purpose vs. public benefit.
• Implied authority to appropriate.

Presenter Notes
Presentation Notes
One constitutional principle that limits how municipalities may spend money is that appropriations may only be made for valid “public purposes.”
So what is a “public purpose”?  It is not necessarily the same thing as a “public benefit”.

The authority to appropriate is not always specifically mentioned in a statute – if a statute grants authority to a municipality to do a certain thing, it is implied (and generally understood) that the municipality is permitted to appropriate money to carry out that task, even if the statute doesn’t say that.

Remember: no home rule

RSA 32:3, V -  Purpose: goal or aim to be accomplished through expenditure of public funds.

RSA 31:4 authorizes a town to appropriate money “for any purpose for which a municipality may act if such appropriation is not prohibited by the laws or by the constitution of this state.” 
Power to act implies power to spend, p. 14
Purpose must be a public purpose. It is not necessarily the same thing as a “public benefit”. Can’t give money to a private individual unless the individual takes on an obligation to provide a benefit to the public. Can incidentally benefit a private purpose as long as the primary purpose of the spending is for the public. Classic example: plowing private road. Can do work just for private individual if reimbursed.
Special tax treatment. P. 16
Schools, 198:4 “the support of the public schools, for the purchase of textbooks, scholars’ supplies, flags and appurtenances, for the payment of tuition of the
pupils in the district in high schools and academies in accordance with law, and for the payment of all other statutory obligations of the district.”
Village Districts, specific purposes listed in 52:1



   




Appropriations
• Incidental private benefit may be legal

• Main purpose: to promote public welfare
• Quid pro quo – ability to enforce
• Obligation to benefit municipality

Presenter Notes
Presentation Notes
The two hallmarks of a proper public purpose are:
1. Main goal is to promote the public welfare, and
2. The municipality gets something in return – a quid pro quo.
In other words, towns have to go one step further than private companies or individuals do – they have to get something in return, and have a way to enforce it.

Example – appropriation to private ambulance service is okay if service is available to those in town.

General benefit to the public still might not count – just because it feels good doesn’t mean it is a proper thing to do.  The use of public money or resources must involve a benefit to the town that is enforceable.

Example: donating to a the girl scouts or a scholarship fund
Versus: appropriation for an organization that provides a service to the town (visiting nurses, food pantry, ambulance service). Implied contract to provide services.

Conservation easements- can spend $ to facilitate easements even when town doesn’t hold an interest, but only because legislature says so.


Interests in land – need written contract.
Exception – when there is something in the law that says towns may appropriate or spend money for this purpose even if it seems to benefit private parties.  The legislature has carved out an exception for it.  For example – 2008 change to RSA 36-A permits conservation commissions to spend money to facilitate conservation easements even if the town does not own the property and is not an easement holder (if town meeting has adopted that provision of the law).  (Took effect 1/1/09)
Classic case – plowing private driveways.  Clapp v. Jaffrey, 1952.  Not legal.  For a long, long time.  (Cite is on page 15)



No Means No RSA 32:10, I (e)

• IF
• Budget line item reduced to zero or
• Separate warrant article with appropriation 

defeated reduced to zero.

• THEN
• That “purpose” is deemed  to be one where no 

appropriation is made.
• No money may be spent for that defeated purpose 

during the ensuing fiscal year.

Presenter Notes
Presentation Notes
BLB pp. 50 - 51

RSA 32:10, I(e)

Seems simple – but it isn’t.
If an article to purchase a piece of equipment is defeated, does that mean that money cannot be spent out of a capital reserve fund or a trust fund set up for the same purpose with agents to expend?
If there are two articles on the warrant for the same thing, one passes and one fails, what does that mean?
DRA will try to determine the intent of the voters with respect to which appropriations are allowed and which are disallowed,;

However, NO ONE IS POLICING IT.  The result is that there are a lot of accusations but no answers.

How to avoid this before it happens?
2 appropriations for the same thing – explain what meeting is doing
CRF example – explain that article is being defeated because voters want to use CRF instead, or they really don’t want that equipment that year.



Appropriations
• How specific should articles be?

• Legislative body (voters) set policy but 
may want to leave governing body flexibility 
on the details.

• Too specific -  may not be able to act

• Always state specific amount.

Presenter Notes
Presentation Notes
Example – 

Naming a vendor
Naming exact model of truck or equipment



Appropriations

Warrant Articles: 
Specificity vs. Flexibility

“To see if the town will raise and appropriate 
$30,000 to purchase the black Ford F250 

currently for sale at Greg’s Used Auto Shop.”

Presenter Notes
Presentation Notes
Type of truck (Ford vs. Toyota), new vs. used, Greg vs. Bob’s Auto shop


Voters set policy, but governing body may need some flexibility on the details – if too specific, may not be able to act

Always state specific amount




Appropriations

• Contingency Funds – towns may establish contingency funds by separate warrant 
article at annual meeting to address unexpected expenses RSA 31:98-a; RSA 32:11.  
Can not exceed 1% of the amount appropriated during the prior year (excluding capital 
expenditures and debt service).  Must report expenditures in annual report.
•Prohibited:

•Sinking funds for debt payments?  No!
• RSA 33:3 – can not bond to pay for current maintenance and operations, except 
as specifically provided by law.

Presenter Notes
Presentation Notes
Cities and schools have been able to do this for decades, but towns were not permitted to do it.

Hypo: Town want need to perform a space-needs study for the police department. It didn’t plan for this need, so it’s not in the budget. Is it “unanticipated”? No. 
v. Hurricane-force winds rip the roof off the police department 

Ashland authorized to bond operating expenses to address deficit.



Appropriations

Tax/Spending Caps
• Legislative body may adopt a cap on annual 

increases in estimated amount of taxes in the 
proposed budget, RSA 32:5-b and 32:5-c.

• Fixed dollar amount or fixed percentage.
• Only limits proposed budget.
• If fund balance reduced prior year’s taxes, that 

amount is added back to calculate tax cap. 
• Cities may have special tax cap provisions in 

charter.

Presenter Notes
Presentation Notes
RSA 32-5-b, I-a.




Appropriations

• All purposes must be “discussed or 
disclosed” at public hearing, raised by 
Budget Committee, Selectmen or public.

• New purposes and additional amounts 
may be brought up at a hearing.  Budget 
committee/governing body can take 
those suggestions…or not. 

• After hearing is closed, no new purpose 
or amount may be added by budget 
committee or governing body without 
another hearing.  However, budget items 
can be reduced or eliminated.



Appropriations
Collective Bargaining Agreements

• “Cost Item”  -  any benefit acquired through 
collective bargaining whose 
implementation requires an appropriation.

• Disclose cost items by “submission date” 
(petitioned article deadline).



Appropriations

Presenter Notes
Presentation Notes
When the cost items are NOT agreed upon and submitted to the selectmen/budget committee by the submission date, they can’t be voted on at the annual meeting.  This can’t be fixed.  Instead, the town or district will need to get superior court permission to hold a special meeting to vote on those items.

If the costs ARE presented in time but the article fails, the municipality and the bargaining unit can go back to the table to try to agree on revised cost items.  The voters will have to vote on those revised items at a special meeting, but no court permission is needed if the GOVERNING BODY includes a contingent warrant article with the original one authorizing the special meeting.  RSA 31:5, III.  Magic language.  Only governing body can do it.

Magic Language = Kiss of Death?




Key Concept #2
Gross Basis Budgeting

• Budget must show total cost and anticipated    
revenue from all sources (estimates?)
•  Revenues not shown cannot be spent.
•  Include total amount in “raise and appropriate” 
clause, then break into different revenue sources.

•  See DRA technical assistance page for  suggested 
warrant articles http://www.revenue.nh.gov/mun-
prop/municipal/technical-assistance.htm 

Presenter Notes
Presentation Notes
(Chapter 2 in the book)

With a few exceptions that we’ll get to in a few minutes, revenues that are not shown can not be spent – this includes things like grants, gifts, proceeds of the sale of town equipment, and bond issues.

Requires care in drafting warrant articles

RSA 32:5, III.

DRA – new reporting system – warrant article creator 


http://www.revenue.nh.gov/mun-prop/municipal/technical-assistance.htm
http://www.revenue.nh.gov/mun-prop/municipal/technical-assistance.htm
http://www.revenue.nh.gov/mun-prop/municipal/technical-assistance.htm
http://www.revenue.nh.gov/mun-prop/municipal/technical-assistance.htm
http://www.revenue.nh.gov/mun-prop/municipal/technical-assistance.htm


Gross Basis Budgeting
RSA 32:5, III

All anticipated revenue from all sources, 
not just tax money, must be shown as 
offsetting revenues to the amounts 
appropriated for specific purposes. 

Revenues other than taxes raised may 
include grants, gifts, bond issues and 
proceeds of the sale of municipal property. 

With a few exceptions revenues not 
appropriated cannot be spent. 

Presenter Notes
Presentation Notes
Warrant articles 

RSA 32:5, III requires all appropriations- to be stated on a “gross basis,” meaning that all anticipated revenue from all sources, not just tax money, must be shown as offsetting revenues to the amounts appropriated for specific purposes. Revenues other than taxes raised may include grants, gift bond issues and proceeds of the sale of municipal property. With a few exceptions revenues not appropriated cannot be spent. This rule follows logically from the principle that all expenditures—not just tax expenditures—must be supported by legislative body appropriations RSA 32:8.

Think of it as an equation
-State purpose
-State total amount to be appropriated
-Amounts from all sources that equal total
Look at example on bottom of p. 26 

Must appropriate revenues, too.




Gross Basis Budgeting

Special Warrant Articles
• Petitioned appropriations articles
• Bond issues
• Appropriation into or out of capital 

reserve or expendable trust funds
• Designated by the governing body as 

“special,” “non-lapsing,” “non-
transferable”

• Capital project appropriations under RSA 
32:7-a (multi-year appropriation)

Presenter Notes
Presentation Notes
Why Special:

CRF and ETF = savings accounts  - putting money aside today to save for tomorrow – taxing people today for a benefit tomorrow.

An appropriation (i.e., a purpose) can be contained in a separate warrant article or in a line item 

“Individual” Warrant Articles, items other than the “special” articles. (Ex: raise and appropriate money to buy new public works truck)





“Separate” Warrant 
Articles

• Nontransferable, RSA 32:10, I(d)
• Can be encumbered for one more 

year
• Can be designated initially as 

nonlapsing for up to 5 years

“Special” Articles, RSA 32:3, VI:
• Petitioned 
• Bonds
• Capital reserve/town-funded trust funds
• Designated non-lapsing, non-transferable, special

Presenter Notes
Presentation Notes
p. 27

An appropriation (i.e., a purpose) can be contained in a separate warrant article or in a line item in the budget

“Individual” Warrant Articles, items other than the “special” articles. 

Money from special warrant articles cannot be transferred to another purpose. RSA 32:10, I(d). Money in special warrant articles can be designated as nonlapsing for one more year OR can be designated as nonlapsing for up to 5 years in the special article itself. RSA 32:6, V & VI. 

Special warrant articles are also required to have the recommendation/non-recommendation of the governing body and budget committee, if there is one.



General 
Warrant 
Article 

Suggestions 

Disclose gross appropriation

Disclose revenue sources

Consider order of articles

Consider statutory wording and vote requirements

Contact your municipal attorney for specific warrant 
article language

Presenter Notes
Presentation Notes
Gross Appropriations: Appropriations must reflect the total dollar amount for the purpose (gross budget), and any offsetting sources of funding. 

Appropriations should include all municipal departments and entities, even those that operate entirely based on user fees – water, sewer, etc.

Order of Articles: RSA 33:8-a, II requires financing agreements over $100,000 be acted upon prior to other appropriation warrant articles. 

Municipalities with budget committees under RSA 32:14, the meeting cannot appropriate a total amount which exceeds the total recommended by the budget committee by more than 10%. The calculation is based on the recommended amount on the posted budget form. If the 10% increase of voted appropriations occurs, DRA will disallow on a “last voted, first out” basis. We recommend that priority articles, like the operating budget, be placed on the warrant before other articles, however, the voters can still change the order in which the warrant articles are voted upon. 

Suggest adding the following wording to bond articles:
[Passage of this article shall override the 10 percent limitation imposed on this appropriation due to the non-recommendation of the budget committee].

Vote Requirements:  Most articles require a simple majority vote.  Exceptions are:

All long-term funding requires a (2/3) ballot vote (3/5 ballot vote if SB2 or applicable charter)

Lease agreements without fiscal funding (escape) clauses are essentially long-term debt and the provisions of the Municipal Finance Act (RSA 33:8 and 33:8-a) pertain to such action, specifically the requirement of a 2/3 ballot vote (3/5 ballot vote if SB2).  

To change the purpose of a CRF, a warrant article must be acted on at the ANNUAL meeting by a (2/3) vote of all voters present and voting (RSA 35:16).  The vote does not require a paper ballot.  Agents must be renamed when the purpose is changed. 



Budget Preparation

• The Budget Committee, operating budget only. See 
RSA 32:16

• The DRA form MS737 clearly shows both the select 
board’s proposal and the budget committee proposal

Whose 
numbers go on 

the warrant?  

• After the budgetary public hearing (RSA 32:5)
• After the budget committee determines its final 

recommendations on the numbers to be presented

When are the 
numbers 
finalized?  

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org



Recommendations
RSA 32:5, V, V-a, V-b

Made by budget 
committee and governing 

body, also applies to 
advisory budget 

committees

Only on “special warrant 
articles”, see definition in 

RSA 32:3, VI

Body takes a vote in a 
public meeting and 

records a numerical tally 
of result 

Same concept for 
estimated tax impact of 

an article

Tally is printed in the 
warrant by the article, 

without names of who is 
for or against



Recommendations & Numeric Tallies
RSA 32:5, V & V-a

Recommendations:
• Required on special articles, 32:5, V
• Required on collective bargaining cost items, 32:19
• Defects/deficiencies don’t affect validity of appropriations, 

32:5, V

Olson v. Grafton:
• recommendations on non-money articles allowed by 

governing body

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org

Presenter Notes
Presentation Notes
Recommendations (governing body and budget committee):
Required on special articles, 32:5, V
Required on collective bargaining cost items, 32:19
Defects/deficiencies don’t affect validity of appropriations, 32:5, V

Numeric tallies: 32:5, V-a allows town meeting to require numeric tally of all votes of budget committee and governing body to be printed on warrant articles—allows town to include recommendations with numeric tallies on al warrant articles, whether separate or special 
(Governing body or the budget committee may also opt to do this on its own initiative, unless the legislative body has previously voted NOT to)

Olson v. Grafton: recommendations on non-money articles allowed by governing body

Estimated tax impact?
32:5, V-b allows town to vote to include a statement of estimated tax impact of each appropriation
Determined by select board
Just an estimate



What Else Goes on 
Warrant / Ballot?

• Only those things required or permitted by 
law, nothing extra.

• Actual question, recommendations.
• Estimated tax impact, RSA 32:5, V-b

• If adopted by legislative body
• On operating budget and all special 

articles with a tax impact, as determined 
by governing body

• Estimate subject to governing body 
approval.

Presenter Notes
Presentation Notes
Will show how to estimate tax impact!



Key Concept #3

Notice and Amendments

• Appropriation valid only if subject 
matter appears in warrant (RSA 32:6).
• New purposes/line items cannot be 
added from the floor of the meeting.
• Whether traditional meeting or SB 2.

Stay at 
Home
 Rule

Presenter Notes
Presentation Notes
(Chapter 3 in the book)

Saw this in the warrant article examples

First point – whether as a line item in the budget or as a separate warrant article. Vs. special

As a general matter, under RSA 39:2, the voters must be warned of all purposes to be acted upon at the meeting.  This means that even if it does not involve an appropriation, it must be on the warrant.
Appropriation valid only if subject matter appears in warrant (RSA 32:6)
New purposes/line items cannot be added from the floor of the meeting, whether traditional or SB 2 deliberative session
Special meetings & appropriating money, p. 28; no court permission needed if you’re not appropriating money 
Petitioned articles can be amended
Cady v. Deerfield case: amendments only invalid if they effectively eliminate the subject matter of the warrant article: The Town had received two petitioned warrant articles that were placed on the town meeting warrant for the 2016 meeting.  Those articles proposed making the positions of Welfare Director and Police Chief elected offices with stipulated annual salaries.  By amendment at the deliberative session both articles were revised to state that the town meeting would express the advisory view that both the Police Chief and Welfare Director should remain appointed positions with nothing stated about annual salaries. 

“Stay at home test” – if a voter had read the warrant and decided that he or she wasn’t interested in going to the meeting to vote on those proposals, does a proposed amendment change the subject matter in a way that may have caused the voter to reconsider his or her decision not to attend the meeting?  If so, then it is probably not a proper amendment because it introduces a new purpose.




Public 
Hearing

All purposes or amounts of appropriation must be disclosed and 
discussed at the public hearing,

Even if the budget committee is opposed, or refuses 
to include the amount in its budget recommendation

RSA 32:5, I  Budget committee holds at least one public hearing not 
later than 25 days prior to the meeting. Notice 7 days in advance.

Do not finalize the budget until the public hearing 
has been held



Uniform Chart 
of Accounts 
and Sub-
Accounts

• By Statute and Rule the DRA establishes a uniform chart of 
accounts, a standard numbering and classification system for 
accounting by cities and towns.  RSA 21-J:13, IV;  NH Admin 
Code Rev 1701.11

• Effective 2021, Municipal Budget Law REQUIRES the 
governing body to provide to the budget committee sub-
account information, defined as “an optional level of 
accounting, one or more levels below the account level,” 
which, if used, must support the numbering classification 
system established by the DRA

• Any detail included in sub-accounts must be made available 
for public inspection at the town’s budget hearing and must 
be included in the information provided to the budget 
committee

• The new law also requires the governing body to provide 
information to the budget committee in a format acceptable 
to the budget committee, but states that this requirement 
may be satisfied “by providing the assistance of a 
knowledgeable staff person who will attend the budget 
committee meetings with access to and the ability to provide 
the required information.”



Amendments

• Voters may amend from the floor (traditional and 1st 
session of SB 2).

• Proposed appropriations must appear in line items or 
separate articles.

• Selectmen’s/budget committee’s budget is advisory only.

• Voters can’t restrict later transfers.

Presenter Notes
Presentation Notes
Voters can’t restrict later transfers within the budget by the governing body – only the governing body can designate an article as “special,” and only before the warrant is posted.  (We’ll get into the transfer power shortly.)

A word about reconsideration – in a traditional meeting format, voters can reconsider a vote at a later time during the meeting unless they have already voted to restrict reconsideration.  Reconsidering an article might include amending an article that failed and trying to pass it again, or revoting on an article that passed, or voting to amend an article that passed.  However, if the meeting has voted to restrict reconsideration of previous votes, then the article can still be reconsidered by voters, but not until an adjourned session of the meeting at least 7 days later.  RSA 40:10.

SB 2 town: if the deliberative session restricts reconsideration, it means that there is no reconsideration of the article and it will go to the voters on the ballot as it stands at that point.  RSA 40:13, IV. 



Amendments

• Alter mode of funding, generally okay.

• However - DRA has disallowed as failure to warn 
of subject matter an appropriation to CRF, 
amended to accomplish purpose this fiscal year

Presenter Notes
Presentation Notes
(After first point) – The common denominator in these examples is that the amendment changes the purpose from savings to immediate spending.  On the other hand, it is usually okay to make a clear-cut switch from one form of current spending to another, such as amending the funding source from a withdrawal from a trust fund to the use of tax money.





Key Concept # 4

No Spending without Appropriation

• No spending unless that amount was appropriated for that 
purpose (RSA 32:8 for towns, RSA 44:2 for cities)

• Town meeting vote
• Includes non-tax revenue.

Presenter Notes
Presentation Notes
(Chapter 4 in book)

Example – non-tax revenue – town sells old police cruisers, those proceeds must be appropriated before they are spent.

32:8 Limitation on Expenditures. – No board of selectmen, school board, village district commissioners or any other officer, employee, or agency of the municipality acting as such shall pay or agree to pay any money, or incur any liability involving the expenditure of any money, for any purpose in excess of the amount appropriated by the legislative body for that purpose, or for any purpose for which no appropriation has been made, except as provided in RSA 32:9-11.

No spending unless that amount was appropriated for that purpose (RSA 32:8 for towns, RSA 44:2 for cities)
Town meeting vote
Includes non-property




No Spending without Appropriation 

Exceptions to the Rule
• Transfers by governing body to a purpose already in the budget, RSA 32:10
• Legal judgments ordered by a court
• DRA permission to overspend bottom line or add appropriation, RSA 32:11 
• Prior mandate of federal/state government (welfare or special education)
• Prior contract requiring spending more than appropriated
• Spending Jan. 1 until town meeting, RSA 32:13, II. Must be reasonable in light 

of prior year, same purposes.

Presenter Notes
Presentation Notes
DRA permission – only in an emergency situation, and only if you can identify a funding source (usually the fund balance).  RSA 32:11.
How to do it:
Governing body holds public hearing on the request, and (if there is an official budget committee) the committee must approve the application to DRA, too.
Application made to DRA, authority granted before spending the money.
DRA generally does not approve “after the fact” requests if there was reasonable time and opportunity to ask for permission ahead of time.

DRA Website has instructions and form to do it.



No Spending without Appropriation

More Exceptions to the Rule
• Unanticipated revenue (RSA 31:95-b) – public hearing required if > 

$10,000 
• Capital Reserve and Trust Funds
• Other funds such as water and sewer
• Multi-year contracts
• Collective bargaining agreements - “Sanbornize”
• Multi-year equipment leases -  without escape (non-appropriation) 

clause it is considered long-term debt, RSA 33:7-e.

Presenter Notes
Presentation Notes
Sanbornize – show financial impact for all years of a multi-year contract



Key Concept #5
Lapse of Appropriations

•Authority to spend lapses at year end
• Year end = fiscal year end

• Unspent appropriations become part of fund balance which is the  net amount of:
• Unexpended appropriations, plus
• Excess revenues received; less
• Uncollected taxes and unpaid liabilities.

Presenter Notes
Presentation Notes
(Chapter 5 in book)

Lapse b/c town meeting isn’t bound by votes of prior years’ meetings.  RSA 32:7

Non spendable
Restricted
Committed
Assigned
Unassigned

Fund Balance—Retain or Reduce the Tax Rate 
.

If the town is on a January-to-December fiscal year with a March town meeting, there will be another town meeting to appropriate that money, which at this point has become fund balance. The fund balance is not applied against the amount to be raised by taxes until after the appropriations for the year have been made. 

Exceptions to the ‘Lapse’ Rule: RSA 32:7 

Contractually Encumbered Fund 
Special Warrant Articles: Encumbering to Prevent Lapse 
Bond Issues 

Statutorily Nonlapsing Funds:  Capital Reserve; Town Funded Trust Accounts; Special Revenue Funds; Revolving Funds; Conservation Fund; Forest Maintenance Account; Heritage Fund; Airport Fund





Lapse of Appropriations

Exceptions to Lapse Rule

• Encumbered funds (contracted obligations)
• Special warrant article
• Bonds
• Anticipated grants (RSA 32:7, IV)
• Enterprise Funds/Capital Reserve Funds/Revolving 

Funds etc. 

Presenter Notes
Presentation Notes
Contracted obligation – invoice, goods received before year’s end but not paid.  Obligation incurred but not paid.
Special warrant articles – non-lapsing for 1 additional year upon vote of governing body; up to 5 years if stated in the warrant article
Bonds until purpose accomplished or authority rescinded by voters
Anticipated grants – appropriated but money doesn’t lapse as long as it remains available under rules of granting authority 
CRFs and Trust Funds – like savings accounts; voters establish and fund doesn’t lapse, sits there until voters appropriate or name agents to expend it
Special Revenue Funds – mtg votes to establish; funded by fee generating facilities, programs; mtg must vote to expend

Statutorily Nonlapsing Funds:  Capital Reserve; Town Funded Trust Accounts; Special Revenue Funds; Revolving Funds; Conservation Fund; Forest Maintenance Account; Heritage Fund; Airport Fund




Key Concept #6

Transfer of Appropriations

•Governing body may transfer from one purpose to 
another, RSA 32:10.
• Not out of special warrant articles, but can transfer into.
• Public record must be kept.
• Cannot overspend the bottom line.

Presenter Notes
Presentation Notes
(Chapter 6 in the book)
Special warrant articles – can transfer into, but not out of.
Records – the point is for everyone to know exactly how the money was really spent. Either specific transfers, or implied transfers with accurate records.
What this means is that voters may increase or decrease amounts of specific line items but can’t limit transfers into or out of the line unless the purpose is actually deleted or zeroed out.  So long as even one dollar remains in a line item or warrant article as approved by voters, the governing body can transfer money into it during the year.



Transfer of Appropriations
• Sullivan v. Hampton, 153 N.H. 690 (2006)

• Affirms governing body’s “unfettered” authority to transfer.

• Applies to ordinary operating budget or default budget in SB 2 
towns.

• No limit on the number of transfers.

Presenter Notes
Presentation Notes
SB 2 towns:�
Ordinary operating budget, or default budget when proposed operating budget fails

Transfer does not = revised operating budget requiring special town meeting approval, even if there is a large number of transfers




Transfer of 
Appropriations

•  Failed separate articles = “No Means No!”
•  Purpose deleted, amount zeroed, or failed 
separate appropriations article, means no 
appropriation is made for that purpose:

• Spend no money for that purpose
• Transfer no money to that purpose.

Presenter Notes
Presentation Notes
RSA 32:10, I(e)

Seems simple – but it isn’t.
If an article to purchase a piece of equipment is defeated, does that mean that money cannot be spent out of a capital reserve fund or a trust fund set up for the same purpose with agents to expend?
If there are two articles on the warrant for the same thing, one passes and one fails, what does that mean?
DRA will try to determine the intent of the voters with respect to which appropriations are allowed and which are disallowed,;

However, NO ONE IS POLICING IT.  The result is that there are a lot of accusations but no answers.

How to avoid this before it happens?
2 appropriations for the same thing – explain what meeting is doing
CRF example – explain that article is being defeated because voters want to use CRF instead, or they really don’t want that equipment that year.



Transfer of 
Appropriations

• Why is “no means no” so difficult?
• No one is policing it.  Not AG’s Office, not DRA, 

not SOS.
• How to avoid problems? Planning!

• Duplicate proposals – discuss what meeting is 
doing.

• Appropriation and CRF – explain which (if any) 
money the meeting really wants to use.

Presenter Notes
Presentation Notes
Hopkinton  Community Center



Problems to Avoid
Change of Purpose ( “Stay at Home test”)

Improper Use of CRF

Agents of CRF Not Warned

Made “Non-Lapsing” From Floor

Not Warned

Did Not Gross Appropriate

No Recommendations on Special Warrant Articles

No “Sum Certain”

Presenter Notes
Presentation Notes
Change of Purpose = RSA 39:2 requires subject matter to be disclosed prior to meeting so residents know what will be the topics at town meeting. Opinion of the Justices, 101 N.H. 544 (1957). Cannot change the purpose of the warrant article. E.g. spending $400k on library instead of the warned fire truck.

Cannot use a CRF for a purpose which is distinctly not an appropriate use. E.g. Purchasing a police cruiser from the ambulance CRF. 

Agents of CRF = No Agents Named = No Expenditure w/out Town Vote.

Made “Non-Lapsing” From Floor = RSA 32:7 “All appropriations shall lapse at the end of the fiscal year…unless” 

Not Warned = Every item discussed/voted on at town meeting must be properly warned.

Did Not Gross Appropriate = Gross appropriation required.

No Recommendation on Special Warrant Articles = Special warrant articles must indicate the recommendation or non-recommendation of the governing body and budget committee if there is one. RSA 32:3, VI; RSA 32:5, V.

No ”Sum Certain” = "Appropriate'' means to set apart from the public revenue of a municipality a certain sum for a specified purpose and to authorize the expenditure of that sum for that purpose. RSA 32:3. Also, can’t enter article into DRA’s portal for pre-review if no sum specified.







Key Concept #7

Budget Committees

• Official Budget Committee, adopted under RSA 
32:14.

• Advisory Committees are allowed
• Elected, or appointed by selectmen
• 10% limitation does not apply
• Selectmen’s budget is posted with the warrant.

Presenter Notes
Presentation Notes
(Chapter 7 in the book)




Official Budget Committee

Purpose:  “To assist voters in the prudent appropriation of public 
funds” RSA 32:1.

Budget committee is supposed to second-guess the governing 
body.

Don’t personalize differences.

At the end of the day, the voters decide what the budget will be. 

Presenter Notes
Presentation Notes
Budget committee – purpose to analyze spending
Governing body/Budget Committee – each is presenting to voters its best advice.  This creates some natural tension  between the selectmen and the budget committee, but this is intentional.  The idea is to have more than one group of officials review the budget proposals with a critical eye.
Zen approach – detach.  Joint meetings between the selectmen, department heads and budget committee are a great idea so everyone can talk about the budget.

The NH Supreme Court has described the budget committee as “an arbiter…to reconcile appropriation requests to maintain the tax load within manageable proportions.”  Baker v. Hudson School District, 1970.

Remember – at the end of the day, the voters determine what the budget will be.  Not the budget committee or the selectmen.

Webinar – Dec 11 – noon – Effectively Working with the Budget Committee





Official Budget Committee
10% Limitation

•Total amount appropriated by town meeting 
can’t exceed 10% more than total amount 
recommended by budget committee.

• Affects bottom line only, not individual line 
items (purposes).

10%

Presenter Notes
Presentation Notes
In municipalities with an official budget committee, [read]

RSA 32:18




The 10% Rule

RSA 32:18 limits the appropriation voted 
to no more than 10% above budget 
committee recommendation

A significant check and balance on 
spending by governing body, or legislative 
body or both

Forces governing body to improve the 
quality of its presentation and 
justification for spending

Prevents tyranny by the budget 
committee by allowing legislative body 
freedom to change



10% Calculation:

Total appropriations 
recommended by budget 
committee, less “fixed 
charges”
• Bonds 
• Notes (except TANs)
• State/federal 

mandatory 
assessments

Official Budget Committee

Presenter Notes
Presentation Notes
Form on DRA website, moderator should make sure someone is working with it

Bonds and notes – includes both principal and interest


How Calculated:
In official ballot referendum (SB 2) towns and districts, the 10 percent limitation is calculated based on the initial recommendations of the budget committee prior to the first session. In the event a special warrant article is amended by the first session, and the budget committee changes its recommendation on that article after the first session, the 10 percent limitation is still calculated based on the budget committee’s original recommendation before the first session. RSA 32:5, V(b). 

Tax Cap Effect:
In a town with a tax or spending cap, the 10 percent rule still applies regardless of how the cap affects the proposed budget. In other words, the legislative body may only appropriate up to 10 percent more than the total amount recommended by the budget committee. 

Can the budget committee, using the 10 percent rule, reduce its true recommended budget by 10 percent below the amount it really feels should be appropriated in order to prevent the voters from having any leeway? No. That’s what the budget committee in Hudson tried to do. The New Hampshire Supreme Court, in Baker v. Hudson School District, 110 N.H. 389 (1970), held the practice illegal, saying that “the voters [must] be left with some options which the budget committee may not undermine through a subterfuge.”

General Role of Budget Committee:

According to RSA 32:1, the purpose of the budget committee is “to assist voters in the prudent appropriation of public funds.” The New Hampshire Supreme Court, in Hecker v. McKernan, 105 N.H. 195 (1963), has said the purpose of the municipal budget committee law is: 
[T]o provide a committee with special knowledge to oversee and analyze the expenditures of the various town departments and districts. In this manner the electorate, which would ordinarily be without the detailed knowledge necessary to vote intelligently on certain budgetary problems, might be given sufficient information to determine the annual amounts necessary to properly manage town affairs. 
Since all departments naturally tend to want more money in order to better perform the functions they are charged with, the budget committee becomes “an arbiter . . . given power by the legislature to reconcile these appropriation requests to maintain the tax load within manageable proportions.” Baker v. Hudson School Dist., 110 N.H. 390 (1970). 
The relationship between the budget committee and the governing body creates some natural tension

DRA treats meeting chronologically.

DRA form to calculate 10% limit.

Contingent articles in SB 2 towns




Exceptions

Fixed charges not counted, RSA 32:18
• Bonds and Notes, interest and principal
• Charges imposed by other governments

Bond requests recommended by governing body, RSA 32:18-a
• Prevents non-recommendation by budget committee from keeping issue from the 

voters

Collective bargaining agreements, RSA 32:19
• As with bonds, assures the voters consider the matter

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org



10% Limitation Exceptions
• Bond article not recommended by budget committee in its entirety, if 

governing body adds magic language to warrant article to override the 10% 
limit.

• CBA cost items not recommended are automatically exempt from 10% rule.

Official Budget Committee

Presenter Notes
Presentation Notes
RSA 32:18-a – bond override

Selectmen may include language on the warrant that says “passage of this article shall override the 10% limitation imposed on this appropriation due to the non-recommendation of the budget committee.”  If the selectmen do this, then voters can approve the bond even if it takes the total amount of appropriations over the 10% limit.

CBA cost items – if the budget committee does not recommend all or any part of cost items, the meeting can override that as well.  No special language is required in the warrant for that.  RSA 32:19.

Avoid challenge of unfair labor practice

DRA might modify this approach if town can show what voters really intended to do.
In traditional meeting municipalities, the moderator should keep track throughout the meeting and alert voters when they have hit or are close to the 10% threshold.  The meeting can then decide what to do – either reconsider earlier votes, or at least make an informed choice about the remaining articles.

In an SB 2 municipality, it is critical for the moderator to keep the deliberative session informed as they consider potential amendments to appropriations items.  Contingent articles are particularly useful for SB 2 towns – for example, amending articles to say something like “this article to take effect only if article [x] is defeated.”




 Tax & Spending Caps, RSA 32:5-b; 32:5-c. 
 Limitation on annual increase
 Adopted by voters
 Fixed percentage or fixed dollar amount
 Proposed amount to be raised by taxes can’t exceed prior year by more than cap
 Voters can exceed cap through amendments at town meeting 

 10% Limitation in Official Budget Committee towns
 Can’t appropriate more than 10% more than budget committee’s total recommended 

appropriations
 Certain exclusions from total

Tax & Spending Caps and 10% Limitation 

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org

Presenter Notes
Presentation Notes
Tax/Spending Caps

In towns with traditional town meeting or official ballot referendum town meeting (SB 2), and other political subdivisions adopting a budget at an annual meeting of the voters, the voters may adopt a limit on annual increases in the estimated amount of local taxes in the governing body’s or budget committee’s proposed budget. RSA 32:5-b; RSA 32:5-c. 
The limit is either a fixed percentage or a fix dollar amount. 

If a cap is adopted, the estimated amount to be raised by local taxes as shown on the proposed budget certified by the governing body or budget committee and posted with the warrant may not exceed the local taxes actually raised for the prior fiscal year by more than the cap. The cap does not, however, limit the amount the voters may actually appropriate at the meeting; it is only a limit on the budget submitted to the voters for consideration. 

10% Limitation

The 10 percent increase allowable computed on the total amount recommended by the budget committee less that part of any appropriation item which constitutes fixed charges. 

Fixed charges shall include appropriations for: 
    I. Bonds, and all interest and principal payments thereon. 
    II. Notes, except tax anticipation notes, and all interest and principal payments thereon. 
    III. Mandatory assessments imposed on towns by the county, state or federal governments.

In official ballot referendum (SB 2) towns and districts, the 10 percent limitation is calculated based on the initial recommendations of the budget committee prior to the first session. In the event a special warrant article is amended by the first session, and the budget committee changes its recommendation on that article after the first session, the 10 percent limitation is still calculated based on the budget committee’s original recommendation before the first session. RSA 32:5, V(b). 

Tax Cap Effect:
In a town with a tax or spending cap, the 10 percent rule still applies regardless of how the cap affects the proposed budget. In other words, the legislative body may only appropriate up to 10 percent more than the total amount recommended by the budget committee. 

Can the budget committee, using the 10 percent rule, reduce its true recommended budget by 10 percent below the amount it really feels should be appropriated in order to prevent the voters from having any leeway? No. That’s what the budget committee in Hudson tried to do. The New Hampshire Supreme Court, in Baker v. Hudson School District, 110 N.H. 389 (1970), held the practice illegal, saying that “the voters [must] be left with some options which the budget committee may not undermine through a subterfuge.”

General Role of Budget Committee:

According to RSA 32:1, the purpose of the budget committee is “to assist voters in the prudent appropriation of public funds.” The New Hampshire Supreme Court, in Hecker v. McKernan, 105 N.H. 195 (1963), has said the purpose of the municipal budget committee law is: 
[T]o provide a committee with special knowledge to oversee and analyze the expenditures of the various town departments and districts. In this manner the electorate, which would ordinarily be without the detailed knowledge necessary to vote intelligently on certain budgetary problems, might be given sufficient information to determine the annual amounts necessary to properly manage town affairs. 
Since all departments naturally tend to want more money in order to better perform the functions they are charged with, the budget committee becomes “an arbiter . . . given power by the legislature to reconcile these appropriation requests to maintain the tax load within manageable proportions.” Baker v. Hudson School Dist., 110 N.H. 390 (1970). 
The relationship between the budget committee and the governing body creates some natural tension







Duty of Cooperation between Governing 
Body and Budget Committee

Required by RSA 32:16 and 17, but no 
definition beyond “pertinent 
information”

At least as broad as a Right to Know Law 
request

Does not appear to require a department or board to perform multiple “what 
if” analyses

Does not appear to allow a department or board to keep formulae or 
computations in a spreadsheet hidden or confidential.



Necessary 
Knowledge

NHMA Important Dates Calendar: 
https://www.nhmunicipal.org/resources-

publications/calendars-
ical/list?field_important_calendar_categor_tid=1046

Work backward from the town meeting date:

Final Budget 
posting date

Budgetary public 
hearing(s)

Department 
budgets to BOS/BC

Driven by the budget law, RSA 32, and the form of 
government adopted in your municipality
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Default Budget 
Procedure

Disclosed and presented for 
questions and discussion at first 

budget hearing

Line-item changes must be available 
at budget hearing:

Appropriations in last year’s budget

Reductions and increases, including 
identification of specific items that 

constitute a change by account code 
and the reason for change

One-time expenditures

Reductions for eliminated positions

Discussion and debate of default 
budget at deliberative session (not 

amended)

DEFAULT 
BUDGET 
CACULATION 

(A budget committee must be 
authorized under RSA 40:14-b, a 
default budget under RSA 40:13, 
IX(b) for submission to each annual 
or special meeting of the voters of 
the municipality. )



SB 2 & The 
Default 
Budget: RSA 
40:13

As long as statutory formula is used, default 
budget may be higher or lower than last 
year’s budget

Default budget is amount of the same 
appropriations as contained in the operating 
budget authorized for the previous year . . . 
• reduced and increased, as the case may be, by debt 

service, contracts, and other obligations previously 
incurred or mandated by law, and

• reduced by one-time expenditures contained in the 
operating budget and by salaries and benefits of 
positions that have been eliminated in the proposed 
budget. 

• RSA 40:13, IX(b)

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org

Presenter Notes
Presentation Notes
Essentially, the default budget freezes the budget at the previous year’s level except for
amounts which the town is legally obligated to pay or which were one-time expenses.
Several amendments to RSA 40:13 were adopted in 2018 that expound upon the definition
of and requirements for calculating the “default budget.” 2018 NH Laws Chapter 313 and
2018 NH Laws Chapter 241.
Chapter 313 adds language to the existing definition in RSA 40:13, IX(b). Now, not only
must last year’s budget be reduced by one-time expenditures, it must also be reduced “by
salaries and benefits of positions that have been eliminated in the proposed budget.” The
amendment further clarifies that “eliminated positions shall not include vacant positions
under recruitment or positions redefined in the proposed operating budget.”
As a final change to that subparagraph, Chapter 313 settles the question whether the default
budget may be higher than the proposed operating budget:

In calculating the default budget amount, the governing body shall follow
the statutory formula which may result in a higher or lower amount than the
proposed operating budget.



DEFAULT BUDGET
RSA 40:13, IX, X & XI

 If operating budget rejected by voters, then 
the default budget is adopted

 Governing body can accept default budget or 
call a special town meeting to consider 
adoption of a revised operating budget

 Default budget prepared by governing body or 
budget committee if town meeting chooses

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org

Presenter Notes
Presentation Notes
"Default budget'' means the amount of the same appropriations as contained in the operating budget authorized for the previous year, reduced and increased, as the case may be, by debt service, contracts, and other obligations previously incurred or mandated by law, and reduced by one-time expenditures contained in the operating budget. “One-time expenditures” are appropriations not likely to recur in the succeeding budget.

Read slide




Shepherding the Budget
Open Question- What are the Final Steps?

• Town Meeting  
Final step: 

• Pre-meeting education and advocacy
• Presentation, discussion and questions at 

deliberative session or town meeting
The tasks:

• Additional challenge is to get voters out to both 
deliberative session and election day to hear and 
consider the proposals.SB2: 



Permissible 
Forms of 
Advocacy

All questions are fair 
at the budgetary 

public hearing

Before the meeting:

Handouts from 
budget committee 

sessions with 
simplified messages

Post on website

Press releases

Discuss at other 
public 

meetings/hearings



The Voters Make the Decisions

This audience (voters) is different

Will have less time consider the details
• Diverse levels of experience
• Diverse interests and priorities
• Some are already with you, some already against

• Your target is the third group – the ones you can educate
• In the end, it is their collective will that must be determined and implemented

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org



The Budget Cycle is 
Continuous

Monitoring
Revenues,

Expenditures,
Events,

Experiences

Preparation of
Budget and

Presentation to
BOS and BC

Town Meeting
Presentation

to voters,
Adoption of 

budget

Presenter Notes
Presentation Notes
Many budget committees begin meeting in the summer for NEXT March’s annual meeting.  They review the current year’s budget, get information about how it’s being spent, and then ask departments for their proposals for the next year.

Cities – department heads provide budgets to City Manager, who then presents their recommended budget to the City Council.  This skips some of the steps that towns have to go through, but the central idea is the same.  If you are a budget head (or want to become one), you’re going to have to convince someone that the budget you are asking for is the right one.
Charter towns – follow the charter dates.



Other forms of Spending
Transfers, RSA 32:10

Legal judgments, RSA 32:9

DRA permission, RSA 32:11

Spending prior to town meeting, RSA 32:13

Unanticipated revenue, RSA 31:95-b

Capital reserve/trust funds

Other statutory funds

Certain multi-year appropriations

Presenter Notes
Presentation Notes
BLB Chapter 4, pp. 33- 38

Transfers by governing body to existing budget item, RSA 32:10
Legal judgments ordered by a court
DRA permission to overspend bottom line or add appropriation, RSA 32:11 

	DRA permission – only in an emergency situation, and only if you can identify a funding source (usually the fund balance).  RSA 32:11.
	How to do it:
	Governing body holds public hearing on the request, and (if there is an official budget committee) the committee must approve the application to DRA, too.
	Application made to DRA, authority granted before spending the money.
	DRA generally does not approve “after the fact” requests if there was reasonable time and opportunity to ask for permission ahead of time.

Prior mandate of federal/state government such as  welfare or special education
Prior contract requiring spending more than appropriated: lack of funds won’t get you out of the contract, but that doesn’t mean you also have authority to overspend budget (transfer, DRA permission, special town meeting)
Reasonable spending Jan. 1 until town meeting, RSA 32:13
   Unanticipated revenue (RSA 31:95-b)
 Capital Reserve and Trust Funds with agents
 Statutory funds – Conservation Fund, recreation revolving fund, impact fees
 Multi-year contracts such as collective bargaining agreements (that have been Sanbornized) or multi-year equipment leases 
Lease agreements (but if no escape clause it is considered long-term debt, RSA 33:7-e)





What is a “Fund”?

A fiscal and accounting entity with a 
self-balancing set of accounts 
recording cash and other financial 
resources, together with liabilities 
and balances, which are segregated 
for the purpose of carrying on 
specific activities or attaining 
certain objectives in accordance 
with special regulations, 
restrictions or limitations.



Town Report

Presenter Notes
Presentation Notes
Homework 



Financing Local Government
• Reserve Funds (Savings Accounts) 
• User Fees
• Special Revenue or Revolving Funds
• Bonds or Notes
• Lease Agreements
• Tax Increment Financing
• “A Little Help From My  Friends”
• Grants
• State Aid
• General Fund Balance
• Property Tax



Where Does Revenue 
Come From?

• Outside entities in the 
form of gifts or grants.

• Municipal appropriations 
(general taxation) or fund 
balance.

• User fees or charges.
• Bonds or notes 

(borrowing)



REVENUE SOURCES

• Education Funding 
• Highway Block Grant 
• Meals and Rooms 
• Environment Grants 

State-Aid 

• Property Tax 
• Interest/Penalties on Taxes

• Motor Vehicle Fees
• Business Licenses & Permits
• Building Permit Fees
• Other Licenses, Permits and Fees
• Solid Waste Fees
• Other Fees/Taxes
• Recreation Fees/Revenue
• Parking Fines and Fees
• Utility Fees

Municipal 
Revenue 

Presenter Notes
Presentation Notes
State-Aid 
Education Funding 
Highway Block Grant 
Meals and Rooms 
Environment Grants 
Municipal Revenue 
Interest/Penalties on Taxes
Motor Vehicle Fees
Business Licenses & Permits
Building Permit Fees
Other Licenses, Permits and Fees
Solid Waste Fees
Other Fees/Taxes
Recreation Fees/Revenue
Parking Fines and Fees
Utility Fees





Bond Issues and Borrowing  
RSA 32, 33, RSA 40 

Debt Limit –the total amount of debt that may be outstanding at any one time. 

This limit is calculated as a percentage of the total market value (equalized assessed value) of all taxable property in town. 

• 3 % for cities, 
• 3 % for towns, 
• 1 % for village districts and 
• 7 % for school districts. 

The total debt limit for any municipality that contains an overlapping political subdivision (such as a school district and town that cover the same 
geographic area) can be limited to 9.75 percent. RSA 33:4-a and 33:4-b.

Debt limit exceptions- 
• Sewer Treatment Plants ordered by NHDES (RSA 33:5);
• Water Treatment Facilities ordered by NHDES (RSA 33:5-a);
• Voluntary Sewer Projects (RSA 33:5-b);
• Qualified Utilities (RSA 33:6-b)
• Solid Waste Management (RSA 33:6-e) Site Cleanups (RSA 33:6-d)
• Qualified Broadband Projects (RSA 33:6-f)

Tax anticipation notes do not count as part of the municipality’s total debt limit.

Special debt limits are provided for cooperative school districts under RSA 195. 

Tax increment finance bonds issued under RSA 162-K are exempt from debt limit requirements.

Presenter Notes
Presentation Notes
Financing the cost of municipal projects by long term debt requires strict compliance with the Municipal Finance Act, RSA Chapter 33, and related procedures found in RSA Chapter 40 and RSA Chapter 32. 
When dealing with matters involving municipal financing through long term debt, the concept of “substantial compliance” does not exist. Accordingly, a municipality that is contemplating issuing a bond should consult with recognized bond counsel very early on in the process. In general this article addresses borrowing through long term debt and does not apply to tax anticipation notes or lease-purchasing arrangements.
 All municipalities have a limit on the total amount of debt that may be outstanding at any one time. This limit is calculated as a percentage of the total market value (equalized assessed value) of all taxable property in town. The percentage is 3 percent for cities, 3 percent for towns, 1 percent for village districts and 7 percent for school districts. However, it is possible that the limit for any town, village district or school district may actually be less at any particular time, because the total debt limit for any municipality that contains an overlapping municipality (such as a school district and town that cover the same geographic area) can be limited to 9.75 percent. RSA 33:4-a and 33:4-b.
There are debt limit exceptions for sewer treatment plants ordered by NHDES (RSA 33:5) or water treatment facilities ordered by NHDES (RSA 33:5-a) or voluntary sewer projects (RSA 33:5-b). Tax anticipation notes do not count as part of the municipality’s total debt limit.
Under RSA 33:1 certain types of debt repaid from sewer rents, etc. are not included in the definition of “net indebtedness.” Some municipalities have special debt limits established by special legislation. Special debt limits are provided for cooperative school districts under RSA 195. Tax increment finance bonds issued under RSA 162-K are exempt from debt limit requirements.




Certain Multi-Year Expenditures

• With escape clause (simple majority)
• Without escape clause (supermajority vote)

Lease/purchase agreements, RSA 33:7-e

• Identified capital projects
• 2/3 or 3/5 majority vote
• Up to 5 years 

Capital projects, RSA 32:7-a

• may be used for lease/lease purchase payments. 

Capital Reserve Funds, RSA 35:1

Presenter Notes
Presentation Notes
    33:7-e Lease Agreements of Equipment. – The governing body may enter into leases of equipment as required by the municipality. Appropriations to fund lease agreements with nonappropriation clauses may be approved by a simple majority vote of the legislative body. Lease agreements with nonappropriation clauses shall not be treated as debt under RSA 33:4-a. For the purposes of this section, "lease" shall include lease-purchase, sale and lease back, installment sale, or other similar agreement to acquire use or ownership of such equipment as is from time to time required by the municipality. For purposes of this section and RSA 382-A, building or facility improvements related to the installation, purpose, or operation of such equipment shall be deemed to constitute equipment and the costs of such improvements may be financed through lease agreements under this section.    

  32:7-a Appropriations for Capital Projects. – �In addition to any other appropriation authority, and notwithstanding any other provisions of law, at any annual meeting the legislative body may, by the affirmative vote of 2/3 of those present and voting, or by the affirmative vote of 3/5 of those voting on the question in a town or district that has adopted the official ballot referendum form of meeting, appropriate funds for a term beyond one fiscal year, but not to exceed 5 fiscal years, as follows: �I. The appropriation shall be only for an identified project, as described in the article authorizing the appropriation, for which it would be lawful to issue a bond or note under RSA 33:3 or RSA 33:3-c. �II. The article authorizing the appropriation shall state the term of years of the appropriation, the total amount of the appropriation, and the amount to be appropriated in each year of the term. �III. For each year after the first year, the amount designated for that year as provided in paragraph II shall be deemed appropriated without further vote by the legislative body, unless the appropriation is rescinded as provided in paragraph VI. In a town or district that has adopted the official ballot referendum form of meeting, the amount designated for each year shall be included in the default budget for that year. �IV. If the amount appropriated for any year is not spent during the year, the unexpended amount shall not lapse, but shall be available for expenditure in a subsequent year during the term; provided that all unexpended amounts shall lapse at the end of the term. �V. The approval of an appropriation under this section shall not constitute the establishment of a capital reserve fund, and any amounts appropriated shall not be deposited into such a fund. �VI. Prior to the expiration of the term, the legislative body may, at any annual meeting, rescind the appropriation by an affirmative vote of a majority of those voting on the question. Upon rescission, any unexpended amount shall lapse immediately.



Appropriations for  
Capital Projects

RSA 32:7-a

A “capital project” for this purpose is one for which a town may issue bonds under RSA 33:3 or RSA 33:3-c. 
These include:

• the acquisition of land;
• planning relative to public facilities;
• the construction, reconstruction, alteration and enlargement or purchase of public buildings;
• for other public works or improvements of a permanent nature including broadband infrastructure;
• for the purchase of departmental equipment of a lasting character;
• for the payment of judgments;
• for economic development (including public-private partnerships involving capital improvements, loans and guarantees); and
• preliminary expenses associated with proposed public work or improvement of a permanent nature (including public buildings, water works, sewer 

systems, solid waste facilities and broadband infrastructure).

(a) identify the specific project,
 (b) state the term of years of the appropriation (up to five years),
 (c) state the total amount of the appropriation, and 
(d) state the amount to be appropriated in each year of the term. 
The article must pass by a 2/3 vote (3/5 vote in official ballot referendum towns).

For each year after the first year, the amount designated for that year as provided in the original warrant article will 
be deemed “appropriated” without further vote by the legislative body

Classified as “special warrant articles”  RSA 32:3, VI

Presenter Notes
Presentation Notes
As of August 23, 2013, towns have not been able to authorize the appropriation of a specific amount of money for a certain purpose for more than one year at a time. For example, if a town wanted to appropriate $50,000 per year in each of the next five years to pay for a capital project such as the renovation of a town building, it would not be able to do so except by approving the appropriation one year at a time over each of those five years. In any of those years, the legislative body could change its mind and reject the proposed appropriation. The legislature addressed this issue and has authorized a solution.

 towns may make multi-year appropriations for “capital projects” under a new section of the budget law, RSA 32:7-a. A “capital project” for this purpose is one for which a town may issue bonds under RSA 33:3 or RSA 33:3-c. These include:
the acquisition of land;
planning relative to public facilities;
the construction, reconstruction, alteration and enlargement or purchase of public buildings;
for other public works or improvements of a permanent nature including broadband infrastructure;
for the purchase of departmental equipment of a lasting character;
for the payment of judgments;
for economic development (including public-private partnerships involving capital improvements, loans and guarantees); and
preliminary expenses associated with proposed public work or improvement of a permanent nature (including public buildings, water works, sewer systems, solid waste facilities and broadband infrastructure).
The article authorizing the appropriation must (a) identify the specific project, (b) state the term of years of the appropriation (up to five years), (c) state the total amount of the appropriation, and (d) state the amount to be appropriated in each year of the term. The article must pass by a 2/3 vote (3/5 vote in official ballot referendum towns).
For each year after the first year, the amount designated for that year as provided in the original warrant article will be deemed “appropriated” without further vote by the legislative body. In other words, once town meeting has authorized a capital project multi-year appropriation, no warrant article is needed in any other year of the term; each year’s amount will be treated as appropriated automatically in the future years of the term. In official ballot referendum (SB 2) towns, that year’s amount is also automatically included in the default budget.
If the amount appropriated in any year is not spent in that year, it will not lapse. The money will remain available for use for the project during the term stated in the warrant article. However, a capital project appropriation does not create a capital reserve fund. It is simply tracked by the treasurer as a non-lapsing appropriation from year to year. At the end of the term stated in the original warrant article, any unspent amounts will lapse into the fund balance.
At any annual meeting before the end of the term of the project, the legislative body may rescind the appropriation by a simple majority vote. If the project is rescinded, any unexpended appropriations for the project will lapse immediately.
It is also important to note that capital projects appropriations are classified as “special warrant articles” under RSA 32:3, VI. This means that they do not lapse like ordinary warrant articles, they require recommendations from the governing body and official budget committee, and no amount from that appropriation may be transferred by the governing body into any other appropriation. RSA 32:7, VI; RSA 32:5; RSA 32:10, I(d).

32:7-a Appropriations for Capital Projects. –�In addition to any other appropriation authority, and notwithstanding any other provisions of law, at any annual meeting the legislative body may, by the affirmative vote of 2/3 of those present and voting, or by the affirmative vote of 3/5 of those voting on the question in a town or district that has adopted the official ballot referendum form of meeting, appropriate funds for a term beyond one fiscal year, but not to exceed 5 fiscal years, as follows:�I. The appropriation shall be only for an identified project, as described in the article authorizing the appropriation, for which it would be lawful to issue a bond or note under RSA 33:3 or RSA 33:3-c.�II. The article authorizing the appropriation shall state the term of years of the appropriation, the total amount of the appropriation, and the amount to be appropriated in each year of the term.�III. For each year after the first year, the amount designated for that year as provided in paragraph II shall be deemed appropriated without further vote by the legislative body, unless the appropriation is rescinded as provided in paragraph VI. In a town or district that has adopted the official ballot referendum form of meeting, the amount designated for each year shall be included in the default budget for that year.�IV. If the amount appropriated for any year is not spent during the year, the unexpended amount shall not lapse, but shall be available for expenditure in a subsequent year during the term; provided that all unexpended amounts shall lapse at the end of the term.�V. The approval of an appropriation under this section shall not constitute the establishment of a capital reserve fund, and any amounts appropriated shall not be deposited into such a fund.�VI. Prior to the expiration of the term, the legislative body may, at any annual meeting, rescind the appropriation by an affirmative vote of a majority of those voting on the question. Upon rescission, any unexpended amount shall lapse immediately.




ESTABLISH A BASELINE FOR BUDGET DEVELOPMENT 

• Level- Services Budget 
• Delivers in the upcoming year the 

same services that were delivered the 
previous year. 

• Allows the local government to 
analyze the cost of delivering the 
same service year over year. 

• Can be challenging to project 
increases to goods and services. 

• May not respond to changing 
needs and priorities. 

• Level- Funding Budget 
• Allocates the same amount of money 

each year.

• Does not necessarily deliver level 
services. 

• Due to rising costs automatically 
creates service cuts.

• Decreases in revenues also results 
in cuts. 

• Tends to be Inflexible. 



Rethinking Budget Development 
A budget is a political instrument that: weighs policy priorities against available public resources;
 is a statement of policy and values.

• Incremental and line-item budgeting uses last year’s budget becomes next 
year’s budget with changes around the margin.

• Useful during times of economic stability. 
• May cause local governments to be slow to adapt to changing conditions.

Traditional 
Budget Method:

• Zero-base budgeting-  builds a budget from the ground up, starting from zero.
• Priority-based budgeting model which is based on building the budget 

around the community’s priorities.
• Includes accountability elements that connect the investment of public 

funds to the delivery of public good.
• Performance Budgeting- Budgeting for Outcomes.

• Uses Performance measures include inputs (resources used), outputs 
(program activities), efficiency measures (ratio of inputs to outputs), and 
outcomes (the actual results of programs and services).

Other Budget 
Methods to 
consider:

Or a combination of all of the above. 

Presenter Notes
Presentation Notes
Rethinking Budgeting Local governments have long relied on incremental, line-item budgeting where last year’s budget becomes next year’s budget with changes around the margin. Though this form of budgeting has its advantages and can be useful in times of stability, it also has important disadvantages. The primary disadvantage is that it causes local governments to be slow to adapt to changing conditions. We live in volatile and uncertain times. Rethinking Budgeting methods helps local governments adapt traditional budget practices to today’s realities. 




REVIEW 
REVENUE 
ANAYSIS 
AND 
FORECAST 

Anticipates resource availability;

Guides decisions around expanding services to the community, changing 
the salaries and benefits of public employees, and adjusting tax rates;

Gauges financial sustainability of existing policies and programs;

Provides warning about potential imbalances in the government’s 
financial future; 

Generates data for discussion about what the fiscal future might look like 
and what actions can be taken. 

“In the absence of a formal forecast, a common assumption is that the future 
will not be much different than the past – an assumption that could be 
seriously flawed.” GFOA 

Typically,  governments build budgets 
around projections of future revenue. 

When costs grow faster than expected, 
officials may have to revise those plans 
and/or shortchange certain priorities.



MUNICIPAL REVENUE 
ESTIMATES

Are actual revenues tracking equal to or above 
estimates in the current budget cycle? 
What is the tax collection rate compared to prior years?
What percentage of tax-payers are self-pay vs. escrow?
What is the tax and utility delinquency rate compared to prior 

years?
Are you receiving an increased number of foreclosure notices? 
Are you receiving an unusually high number of abatement 

applications?
Have home sales slowed or increased in your municipality or 

district? 
 Is motor vehicle registration revenue tracking at or above plan?
When was the last time fees were reviewed across all 

departments to align with cost recovery goals? 

Presenter Notes
Presentation Notes

Property Tax: Property taxes are local governments’ largest tax revenue source. 



UNDERSTANDING THE FISCAL CONDITION 
After Revenue has been Analyzed and Forecasted But Before Expenditures can be determined-

Use a financial indicator system that is comprehensive enough to 
match the complexity of your government (cities and  counties 
might have a very different fiscal indicator system than rural 

towns) to produces regular, reliable reports for decision making. 

Local governments and School Districts can take a comprehensive 
approach that focuses on both external and internal fiscal 

indicators that are easy to measure, evaluate and understand. 

Fiscal Capacity is affected by a combination of environmental, fiscal 
and organizational factors, including decisions and actions of the 

governing board.

Environmental factors include measures of community needs and 
resources such as population, property value and poverty, and 
economic factors such as inflation, personal income and employment.

MEDIAN HOUSEHOLD INCOME (MHI) IN PAST 12 MONTHS (IN 2020 INFLATION-ADJUSTED DOLLARS) By 
City /Town : https://www.des.nh.gov/sites/g/files/ehbemt341/files/documents/2020-01/mhi-table.pdfNH Community Profiles

https://www.des.nh.gov/sites/g/files/ehbemt341/files/documents/2020-01/mhi-table.pdf
https://www.des.nh.gov/sites/g/files/ehbemt341/files/documents/2020-01/mhi-table.pdf
https://www.des.nh.gov/sites/g/files/ehbemt341/files/documents/2020-01/mhi-table.pdf
https://www.des.nh.gov/sites/g/files/ehbemt341/files/documents/2020-01/mhi-table.pdf
https://www.des.nh.gov/sites/g/files/ehbemt341/files/documents/2020-01/mhi-table.pdf
https://www.nhes.nh.gov/elmi/products/cp/


EXPENDITURE ANAYLSIS – Options to Measure Inflation 

Consumer Price Index (CPI). Often used in setting cost-of-living adjustments (COLAs)

The Employment Cost Index (ECI) details the changes in the costs of labor for businesses in the United States. This index, readily available each quarter, is 
used to monitor inflation by measuring changes in labor costs for wages and salaries. Information is provided by the U.S. Bureau of Labor Statistics.

The Producer Price Index (PPI) measures the price changes of commodities at different stages of processing.

The Gross Domestic Product (GDP) deflator, mostly used in national accounts, is designed to reflect current expenditure patterns in an economy, and 
therefore focuses on new domestically produced final goods and services.

The Construction Price Index (CPI), used by the U.S. Department of Commerce, reflects the changes in the cost of construction materials and skilled and 
unskilled labor. It is a composite derived from separate indices for construction of commercial facilities, residential housing, utilities and highways. 

The Education Price Index (EPI) for elementary and secondary school spending, compares current salary grids for teachers with a base year, and uses 
selected sub-indices from the CPI and the Industry Product Price Index as proxies for price increases for non-salary items purchased by school boards.

The Municipal Cost Index (MCI), published by the American City and County magazine, estimates the rate of inflation for purchases by American 
municipalities. The MCI is a composite index, a weighted average of more detailed price indices measuring consumer price cost fluctuations (using the 
CPI), industrial commodity wholesale prices (using the PPI), and construction contract costs (using the Construction Price Index).

Local governments are under considerable pressure to relate their spending and taxation levels                                      
to cost inflation for transparency. 

In developing the budget, apply the indices that work best as a predictor – 
the use of different indices depending on the expenditure category may be necessary. 

Presenter Notes
Presentation Notes
Consumer Price Index (CPI). Given its pervasive use in setting cost-of-living adjustments (COLAs), it can be the appropriate metric when calculating the rate of consumer inflation at the national level. The CPI measures the price changes for common household purchases. It focuses on expenditures for food, shelter, clothing and footwear, household operations and furnishings. Some other common price indices are listed below:
The Producer�s Price Index (PPI) measures the price changes of commodities at different stages of processing.
The Gross Domestic Product (GDP) deflator, mostly used in national accounts, is designed to reflect current expenditure patterns in an economy, and therefore focuses on new domestically produced final goods and services.
The Construction Price Index (CPI), used by the U.S. Department of Commerce, reflects the changes in the cost of construction materials and skilled and unskilled labor. It is a composite derived from separate indices for construction of commercial facilities, residential housing, utilities, highways and general construction, as well as many other construction contract indices. Statistics Canada has developed a similar index for non-residential building construction.
The Education Price Index (EPI) for elementary and secondary school spending, also developed by Statistics Canada, compares current salary grids for teachers with a base year, and uses selected sub-indices from the CPI and the Industry Product Price Index as proxies for price increases for non-salary items purchased by school boards.
The Employment Cost Index (ECI) details the changes in the costs of labor for businesses in the United States. This index, readily available each quarter, is used to monitor inflation by measuring changes in labor costs for wages and salaries. Information is provided by the U.S. Bureau of Labor Statistics.
The Personal Consumption Expenditure (PCE) index measures how much it costs to buy a constantly evolving basket of consumer goods. It covers spending by rural and urban consumers; non-profit institutions that serve consumers; medical care and insurance funded bmen employers; and imputed financial services. The relative weights assigned to each of the detailed item prices in the CPI and in the PCE price index are based on different data sources. The relative weights used in the CPI are based primarily on household surveys, while the relative weights used in the PCE price index are based primarily on business surveys.
The Municipal Cost Index (MCI), published by the American City and County magazine since 1978, estimates the rate of inflation for purchases by American municipalities. The MCI is a composite index, a weighted average of more detailed price indices measuring consumer price cost fluctuations (using the CPI), industrial commodity wholesale prices (using the PPI), and construction contract costs (using the Construction Price Index).




Rank and Prioritize Expenditures
Create a predetermined clear, objective set of criteria to evaluate all projects, programs and 
services.

Promote procedural justice in the allocation of limited resources.

Ensure existing assets are maintained before embarking on new initiatives.

Consideration if there is a current asset/program/service that is in the budget but no longer fits 
the needs of the community then it could be retired/discontinued, and resources re-directed.

Presenter Notes
Presentation Notes
…which gets us to prioritizing projects.  You have your list of assets, you’ve identified what needs to be replaced, and how much its going to cost and there are just not enough available resources… Now what? How do you decide what makes the cut and what gets postponed?  
The most important take away here is that project ranking and prioritization should be based on an objective, predetermined set of criteria which will provide transparency and justification for how decisions are made.   In addition to ending up with a prioritized project list, the other goal of this step is to promote procedural justice.  Procedural justice deals with the perception of fairness in a process used to allocate resources.  The cornerstone for our purposes is actual and perceived neutrality, that decisions are unbiased and guided by transparent reasoning.  The clearly defined ranking criteria accomplishes that.  

Another underlying concept that I think should inform the ranking criteria is taking care of what we already have first, before expanding.  Since capital assets are essential to delivering services to our communities,  it’s critical to prioritize assets that you already have and ensure they are in good working order to maintain current services levels BEFORE taking on new initiatives.  I know it’s much flashier to do something new and fun, but you have already made a commitment to the current service levels.  Now, another consideration here is if there is a current asset that is on the the schedule but no longer fits the needs of the community then it could be retired, and resources directed someplace else.  Maybe even to a new initiative. 






FUND BALANCE
The natural revenue cycle within a local government 
is directly tied to fund balance reserves allows for the 
prudent management of financial resources 
throughout the year. 

When cash flow is under stress, a municipality may 
issue short term debt to cover the gap, requiring an 
interest cost to maintain steady operations and 
introducing risk. 

Adequate fund balance negates that need, saving 
resources that would otherwise be spent on servicing 
the cost of that debt. 

A strong fund balance will allow the municipality to 
meet cash flow needs, complete scheduled projects, 
and provide a contingency in the case of an 
emergency or disruption in revenues.



Questions?

New Hampshire Municipal Association                          
603-224-7447

     Katherine Heck    
kheck@nhmunicipal.org

 

nhmainfo@nhmunicipal.org/603.224.7447/www.nhmunicipal.org

mailto:kheck@nhmunicipal.org
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