
BUDGET AND FINANCE FREQUENTLY ASKED QUESTIONS 

 

1. BUDGET DEVELOPMENT 

What did Senate Bill 2 (SB2) do to change the approval of Local Budgets? 

Before Senate Bill 2 (SB2), all local town annual meetings / elections were assembled in a 
centralized location to listen to presentations and discuss / debate the proposed articles.  
Taxpayers for the meeting, become the “legislative body”.  Amendments could be made, 
and ultimately, the legislative body would vote.  Some people felt as attendance began to 
decline, and absentee ballots were not available.  In essence, a small group of people 
assembled were making decisions regarding budgets and other articles for the whole 
town / school district.  Because of this, some believed a new method of voting 
appropriations needed to be developed.   

The NH legislature borrowed a method of voting from the State of NY allows the “voting” 
of all budget items on the warrant as well as the election local officers.  So, to expand the 
vote to expend local funds, the Senate passed SB2.  Each Town / School District had to 
vote to enable the change of voting on “money” articles.  Those that did, now have the 
Deliberative Session, which allows for discussion and amendments, but the actual voting 
takes place on voting day via ballot.  

 

What is a Default Budget? 

RSA 40:13, IX (b):  "Default budget" as used in this subdivision 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. For the purposes of this paragraph, one-time expenditures shall be 
appropriations not likely to recur in the succeeding budget, as determined by the governing 
body, unless the provisions of RSA 40:14-b are adopted, of the local political subdivision. 

 

What is the Proposed Budget? 

RSA 32:3  The School District through a series of public “workshop” meetings shall present 
to the School Board the Administrations proposed budget.  Such budget shall meet the 
financial obligations of the School District based on goals and objectives, curriculum, legal 
and debt obligations of the School District.  The School Board, after listening to the 
Administration, and after deliberations, at a public meeting, shall provide the School 
District’s proposed budget of appropriations for the voters to approve {or not} at the 



annual meeting.  Which ever level of appropriations is approved for the operating budget, 
appropriations shall lapse on June 30th of each year.  

 

How is a Default Budget Calculated? 

First, you start with the current budget as approved by the voters, remove all special 
warrant articles and items of a one-time nature that will not likely recur in the succeeding 
proposed budget. Items in the operating budget that are designated "one time" items can 
be anything that is appropriated in the current operating budget that is not commonplace 
nor has appeared with consistency in past budgets.  

After removing all special warrant articles and one-time items, one would then adjust the 
default budget for changes in bonded debt, contractual obligations, Federal and State 
mandates, and other obligations previously incurred, and items mandated by law.  
Examples of contractual and other obligations previously incurred or mandated by law 
would be employee salary and benefits previously approved via employee labor 
contractual increases, facility requirements for providing a healthy and safe learning 
environment, ongoing and new contracts, and special education costs driven by 
individualized education programs per State and Federal guidelines. 

What are Capital Reserve Funds / Trust Funds, and how are they different than the 
General Operating Budget? 

All capital reserve / trust funds must be presented as a special article.  The original article 
must state the purpose of the fund.  Appropriations via a special article must be voted at 
the District annual meeting or ballot.  These funds cannot be commingled with the general 
fund or used to offset those costs covered by the general fund. 

 

Is the Londonderry School District a Senate Bill 2 (SB2) School District? 

The Londonderry School District is a Charter School District.  The Charter spells out the 
process to which the general fund operating budget and other money articles are 
discussed and voted.  It also lays out the budget process and calendar for public hearing 
and public notices.  The Charter, for the most part, follows the SB2 law.  However, by the 
fact the School District has a Charter, differs it from the more traditional SB2 School 
Districts. 

Can the Default Budget be amended at the Deliberative Session?  

No. RSA 40:13 XI. (b) states that "This amount shall not be amended by the legislative 
body. 



SURPLUS [ FUND BALANCE] 

What is Surplus or Unassigned Fund Balance? 

Surplus can come from two sources: Under expending the budget (appropriations surplus) 
and/or realizing more actual revenue than was estimated (revenue surplus). When the 
operating budget is developed, it is representative of an estimate of our future obligations. 
That process begins almost a year before the school district begins to operate in that fiscal 
period. It includes assumptions for health rates, energy and supply costs, and a multitude of 
other items that comprise a budget with almost 1,000 unique accounts. If the estimates are 
greater than the actual expenditure when closing out the fiscal year, the result is an under 
expenditure that flows into surplus. The same holds true for revenue estimates if the school 
district receives more revenue than is estimated. 

 

Why should School District’s retain surplus funds? 

The school district should use prudent estimates that minimize the probability of having a 
school system in a deficit position and allow it to meet its obligations during the school 
year. Also, school districts, like Towns and private corporations, are rated by financial 
agencies such as Standard and Poor's and Moody's. This rating impacts our borrowing rates 
for long-term capital projects. Investors in the municipal bond market look for entities that 
have a pattern of financial stability and the necessary resources to meet future bond 
payment obligations. An appropriate surplus used to reduce taxes at year-end is a desirable 
outcome in closing out the budget. 

 

What purposes can school fund balance be used for? 

School Districts can use its unassigned fund balance mainly for an emergency need that 
were not funded or reducing the local education property tax.  It can also use surplus funds 
for capital needs, and any other needs where the impact may impede the District’s ability to 
provide the intended level of educational services.  RSA 198:4-b, as amended allows School 
District’s who have approved this law (Londonderry approved this at its March 2021 
meeting) A public hearing must be held, and a majority vote of the School Board is required 
to utilize unassigned fund balance for a specific purpose.    

 

How much can the School District retain in its unassigned fund balance account? 

Notwithstanding any other provision of law, a school district by a vote of the legislative 
body may authorize, indefinitely until specific rescission, the school district to retain year-
end unassigned general funds in an amount not to exceed, in any fiscal year, 5 percent of 



the current fiscal year's net assessment pursuant to RSA 198:5, for the purpose of having 
funds on hand to use as a revenue source for emergency expenditures and over 
expenditures under RSA 32:11, or to be used as a revenue source to reduce the tax rate.   

 

32:3 Definitions. –  
In this chapter:  
I. "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.  
II. "Appropriation" means an amount of money appropriated for a specified purpose by the 
legislative body.  
III. "Budget" means a statement of recommended appropriations and anticipated revenues 
submitted to the legislative body by the budget committee, or the governing body if there is 
no budget committee, as an attachment to, and as part of the warrant for, an annual or 
special meeting.  
IV. "District" includes a school district, cooperative school district, village district, district 
created pursuant to RSA 53-A or 53-B, or municipal economic development and 
revitalization district created pursuant to RSA 162-K.  
V. "Purpose" means a goal or aim to be accomplished through the expenditure of public 
funds. In addition, as used in RSA 32:8 and RSA 32:10, I(e), concerning the limitation on 
expenditures, a line on the budget form posted with the warrant, or form submitted to the 
department of revenue administration, or an appropriation contained in a special warrant 
article, shall be considered a single "purpose."  
VI. "Special warrant article" means any article in the warrant for an annual or special 
meeting which proposes an appropriation by the meeting and which:  
(a) Is submitted by petition; or  
(b) Calls for an appropriation of an amount to be raised by the issuance of bonds or notes 
pursuant to RSA 33; or  
(c) Calls for an appropriation to or from a separate fund created pursuant to statute, 
including but not limited to a capital reserve fund under RSA 35, or trust fund under RSA 
31:19-a; or  
(d) Is designated in the warrant, by the governing body, as a special warrant article, or as a 
nonlapsing or nontransferable appropriation; or  
(e) Calls for an appropriation of an amount for a capital project under RSA 32:7-a. 

 

UNANTICIPATED REVENUE 

Under RSA 198:20-b, schools and towns can accept revenue as unanticipated funds.  This means, the 
actual expenditure or budget is adjusted to reflect the level of the unanticipated revenue.  

 



 


