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Draft Minutes of the Legislative Council Education Commiitee Meeting.

The Education Committee met on Monday, March 23, 2015 in Meeting Room One, Newtown Municipal
Center, 3 Primrose Lane, Newtown. Chairman Neil Chaudhary called the meeting to order at 7:30 pm.
Present: Ms. Jacob, Mr. Ferguson, Mr. Filiato, Mr. Honan, Mr. Lundquist, and Mr. Merola.

PUBLIC COMMENT: None.

Mr. Ferguson moved_to accept the minutes of the Aoril 2. 2014 meetine. Mr. Lundaouist seconded. The
motion passed without objection; Mr. Merola abstained.

Mr, Chaudhary reminded the Committee the purpose of the meeting was information gathering, not
deliberation.

Dr. Erardi distributed materials regarding the state Equal Cost Sharing (ECS) formula. Legislation has
been discussed to correct the shared cost ratios. If passed, Newtown would receive approximately $4.6m in
additional funding from the state.

Ms. Jacob led a discussion regarding the technology funding requested in the budget. The Council had
discussed in the past the suggestion that such items be dealt with over several years, perhaps five, of
requests so that the costs would smooth out over the years and provide predictability to the budget. As the
requested funds if not spent in a current year would be shifted to a separate fund, there was no danger of the
funds being used in regard to emergent items or covering gaps elsewhere in the budget. This would, of
course, require a great deal of cooperation and trust between the various Boards involved in the process.
Mr. Lundquist added that this methodology should also be considered for building and maintenance issues.

Mr. Mesola voiced his concerns regarding enrolment and MBR, Mr. Erardi noted that enrolment had
increased by 13 students between October and January. Mr. Ferguson noted that the chart in the proposed
budget displaying enrolment versus teacher count employs scales that make it appear that teacher count has
reduced in line with enrolment drop; however, arguably the enrolment drop was much more severe than
depicted by the scale. Dr. Erardi explained the reasons why teachers had been added on the high school
level in 2010 and why they had not dropped off in line with the enrolment decrease. This involved an
election to move to a 24 credit requirement for freshmen eatering last year; additional Special Needs
positions; and a wider variety of AP courses, Dr. Erardi explained that the additicnal AP courses were
largely responsible for Newtown becoming a nationally ranked high school. The wide range of courses did
result in a varjety of class sizes, some core courses as high as 25 students, with perhaps a specialty art
course only enrolling 8-9 students. Mr. Ferguson added that NEASC recommendations also played a role
in teacher levels,

Mr. Filiato requested information regarding administrator to teacher ratios. Dr. Erardi agreed to provide as
soon as possible. Mr. Chaudhary requested a report from the coniracted bussing company regarding bus
usage, which Dr. Erardi agreed to provide.

Mr. Chaudhary noted that after the Finance Board reductions, the BOE budget would only be increased by
about $200k. However, he was quite concerned about future years, particularly in regard to the Affordable
Care Act “Cadillac Tax™ and the expiration of security grants, Dr, Erardi believed that the Cadillac Tax
issue would not be going away and that the impact to the BOE budget could be approximately $1.2m.
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However, he noted that the results of the Facilities study might provide a means to offset the increase.
Overall, the increase in the proposed BOE budget amounted to .34%. Dr. Erardi agreed that the SERVE
grant and DOJ grants wouild be running out soon. BOE Vice Chair Hamilton added that teacher contracts
would be due for negotiation in the near future, which would be an additional factor to consider,

Ms. Jacob inquired whether the Health Coordinator position would be filled. Mr. Erardi replied that the K-
12 Coordinator would not be replaced this year, as others filled the role, but the position funding would be
requested in the 2016-2017 budget.

Mr. Merola pointed out that had the budget been reduced under MBR over the past 5 years that it would be
approximately $66m. He was not proposing an MBR cut, but wished the information to be available to the
public. Mr. Merola expressed a further concern that nothing ever seems to “sunset”™ in the BOE budget and
nothing is ever de-funded. Mr. Filiato pointed out that there are several examples of the BOE defunding
certain traditional activities, noting for example that the High School Marching Band is essentially funded
by the associated parent corporation at significant expense and that sports are now “pay to play” in the
district.

Mr. Ferguson summarized that he believed the proposed budget was quite well-crafted and complimented
Dr. Erardi on his work. Ms. Jacob added that the level of detail provided in the budget book is much
greater than had been traditionally provided to the Council. BOE Chair Alexander thanked the Committee
for its time and added that he believed that the discussions held were quite valuable.

There was no voter comment.

The date of the next meeting was set for Wednesday April 1* at 6:30 pm prior to the Legislative Council
Meeting.

Mr. Honan motioned to adjourn at 8:45 pm. Mr. Filiato seconded.

Respectfully Submitted,
Anthony R. Filiato, Esq.
Legislative Council Education Commiitee
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Oil Rises as OPEC Sec-General Says Group May Cut
Target

By Muadk Shenk - 5oy io 2003

West Texas Intermediate climbed to a two-week high and Brent gained after OPEC’s secretary
general said the group may cut output targets next year.

Abdalla El-Badri said today that the Organization of Petroleum Exporting Countries’ production
quota could fall 500,000 barrels a day to 29.5 million barrels a day next year. El-Badri was
speaking at OPEC’s secretariat in Vienna after talks with Russian Energy Minister Alexander
Novak. WTI has tumbled 13 percent since touching $107.73 a barrel on June 20 as Asian and
European economies have showed signs of slowing while crude output gained.

“After the significant decline in prices, investors were looking for a reason to get into the market
and El-Badri’s comments gave them that,” Michael Lynch, president of Strategic Energy &
Economic Research in Winchester, Massachusetts, said by phone. “El-Badri said this was an
outlook, not a decision, but the market is still taking it as a positive sign.”

WTI for October delivery rose $1.96, or 2.1 percent, to $94.88 a barrel on the New York Mercantile
Exchange. It was the highest settlement since Sept. 3. The volume of all futures traded was 27

percent above the 100-day average at 2:48 p.m. Prices have decreased 3.6 percent this year.

Brent for November settlement increased $1.17, or 1.2 percent, to end the session at $99.05 a
barrel on the London-based ICE Futures Europe exchange. Volumes were 11 percent lower than the
100-day average. The North Sea oil traded at a $5.24 premium to the November WTI contract.

‘Look Better’

“I am not really concerned about the prices declining at this short term,” OPEC’s El-Badri said. “I
think the price will rebound by the end of the year. When we’re coming to the fall, things will look
better.”

Saudi Arabia cut its crude production by 408,000 barrels a day to 9.6 million in August, the
biggest reduction since the end of 2012, the kingdom said in a submission to OPEC,

http://www.bloomberg.com/news/print/2014-09-16/wti-oil-rises-as-fed-meets-opec-may-c... 9/16/2014
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OPEC officials, including Saudi Arabian Oil Minister Ali Al-Naimi, have said they see no urgent
need to respond to oil's drop. Prices “always fluctuate and this is normal,” Al-Naimi told reporters

in Kuwait on Sept. 11. Oil will recover as demand for winter fuels climbs, Kuwaiti Oil Minister Ali
Al-Omair said the same day. The group is next due to meet on Nov. 27.

‘Huge Decline’

“The huge decline in prices since June hags been a major concern to all oil producers,” John Kilduff,
a partner at Again Capital LLC, a New York-based hedge fund that focuses on energy, said by
phone. “The Saudis have already started to cut output and now we're getting evidence of further
action. The market appears to have found a bottom and the statements are a sign for the buyers to
return.”

Russian and OPEC analysts will meet in the spring, Russian Energy Ministry spokeswoman Olga
Golant said by text message. “High-level” talks are scheduled for the second half of 2015, according
to a joint statement from OPEC and Russia today.

“I'wouldn’t be surprised if the Russians and QPEC cooperated to support the market,” Bill
(’Grady, chief market strategist at Confluence Investment Management in St. Louis, which

oversees $2.6 billion, said by phone. “It’s in the interests of both parties to keep prices from falling
further.”

Nigeria Strike

Workers at Nigerian National Petrolenm Corp., the country’s state-owned oil company, began an
indefinite strike that may disrupt crude output from Africa’s top producer, Babatunde Oke, a

Lagos-based spokesman for both a managers’ union and a blue-collar workers’ union, said by

phone today. The country produced 2.3 million barrels a day in August, the most since 2006,
according to data compiled by Bloomberg.

U.S. aircraft bombed Islamic State fighters near Baghdad in the latest expansion of an air
campaign that began last month, Central Command said in a statement. The strike follows
President Barack Obama’s vow in a Sept. 10 speech to “degrade and ultimately destroy” the
organization that has seized large swaths of northern [rag and parts of neighboring Svria.

Crude futures surged when the militants captured the northern Iraqi city of Mosul.

Federal Reserve policy makers are meeting today and tomorrow, Fed Chair Janet Yellen is set to
increase interest rates gradually between 2015 and 2017, according to a Bloomberg survey of

http:/fwww.bloomberg.com/news/print/201 4-09-16/wti-oil-rises-as-fed-meets-opec-may-c... 9/16/2014
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econormists. The Fed has been saying since March that interest rates would stay low for a
“considerable ime” after it completes the asset purchases known as quantitative easing,

U.S. Stockpiles

An Energy Information Administration report tomorrow will probably show that U.S. crude
inventories decreased 1.5 million barrels last week, according to the median of nine estimates in a

Bloomberg survey.

Gasoline supplies fell 125,000 barrels during the week ended Sept. 12, according to the median

estimmate. Stockpiles of distillate fucl, a category that includes diesel and heating oil, probably
increased 750,000 barrels.

October gasoline futures rose 2.8 cents, or 1.1 percent, to close at $2.5588 a gallon on the Nymex.
Ultra low sulfur diesel for October delivery climbed 1.67 cents, or 0.6 percent, to $2.7563 a gallon.

Gasoline pump prices fell 0.9 cent to $3.381 a gallon nationwide yesterday, the least since Feb. 18,
according to AAA, the largest U.S. motoring group.

To contact the reporter on this story: Mark Shenk in New York at mshenki@bloomberg.net

To contact the editors responsible for this story: David Marino at dmarinog@bloomberg, et
Stephen Cunningham, Charlotte Porter

®2014 BLOOMBERG L.P. ALL RIGHTS RESERVED.
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Brent hits 26-month low under $97 on weak China data

"Obviously ecanomic growth i China is one of the key drivers of world
growth and generally of oil demand,” Ric Spooner, chiaf market znalyst of
CMC Mariets in Sydnay said.

"Asg it currently stands, it seems likely that the (oil) Semand growth won't
keep up with the growth in supply capacity.”

The Chiness data, which inciudes a drop in power gensraiion for the first
time In four years, came on the hesls of downwsrd revisions in 2014-2015
global ail demand growth by the Internaticnal Energy Agency last waek.

Or tne supply frent, Libya's oil production is expected o rise to 1 millicn
barrels a day in October

Guif delegates attending s meeting of oit ministers from the regien said the
price drop was uniikely o spur action from the Organization of the
Petroleum Exporting Countries (OPEC) unless cruds fell below 585 a
barrsl,

Ample supplies and weak demand have hit oif prices in recent weeks, but
investors continuz to keep an sye on geopolitical tensions for indications of
any new threat to supply
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* China factory output growth slows to near six-year low

* Libys oil production set to reach 1 million bpd in October

"Struggling global economic growth has resulted in falling growth in global
cil demand,” PVM oil analyst Tamas Varga said, adding that concerns over
conflict in the Middle East, North Africa and Russia had not transiated into
supply disruptions.

Chinese data, which showad a drop in power generation for the first time
in four years, came on the heels of downward revisions in 2014 and 2015
global ol demand growth estimates by the International £nergy Agency
last week,

On the supply front, Libya's off production is expected to rise to 1 million
basrels per day {bpd) in October. Libya was supplying almost nothing to
world oit markeats four months ago,

Gil ministers from the Middie East Guif said tast week the cil price drop
was unlikely to spur action by the Organization of the Petroleum Exporting
Countries (OPEC) uniess crude feli below $85 a barrel.

A rafly in the U.S. doilar agatnst major currencias has alse helped weaken
oil. Investors will be closely watching the maeting of the Federal Open
Markat Committee fater this week for clues on when the United States wili
ralse interest rates,

A stronger U.S. eurrency makes dollar-denominated oil more expensive
for helders of other currencias,

Investors continue to keep an eye on geopolitical tensions for indications
of any new threat to supply.

The United States and European Union imposed frash sanctions on
Moscow last week, hampering exploration of Russia's huge Arclic and
shale ait reserves and sething rules on tougher financing of existing
Russlan projects. {Additional reporting by Jane Xie iny Singapore; Editing
by Michael Urquhart)
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Crude oil trading outlook: WTI and Brent
futures extend slide after China data

September 15, 2014 7:11 am

WTI and Brent futures were deep in the red during
early trade in Europe today, as investors priced in disappeinting data from China. Prices were
pressured by a number of bearish reports on global supply and demand disbalances last week, while
geopolitical tensions failed to offer meaningful support.

http:/fAwww.binarytribune.com/2014/09/1 5/crude-oil-trading-outlook-wti-and-brent-futures... 9/15/2014
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WTI futures for October delivery on the New York Mercantile Exchange traded at $91.14 per barrel at
7:06 GMT today, down 1.22% for the day, while prices had ranged from $90.63 to $92.37 per barrel.
The US benchmark lost ~1% tast week.

Meanwhile on the ICE in London, November Brent stood at $97.10 per barrel, down 0.88%, daily
prices between a two-year low of $37.02 and $97.87 per barrel. The contract's premium to November
WTI widened to $6.60. The European brand dropped ~3.7% last week.

Several key downbeat China gauges weighed on crude, as traders price in a lower demand outlook for
the world's second-top oil-consuming economy. Industrial production, which accounts for about half
of Chinese GDP and is a major driver for domestic oil consumption, logged 6.9% annual growth, the
lowest in almost six year, nosediving after last month's 9.0% rate and falling well-short of expected
8.8%.

Meanwhile, retail sales and fixed asset investments were also recorded lower than expected, adding
11,9% and 16.5%, respectively.

“The major news is the data out of China,” Ric Spooner, a chief strategist at CMC Markets in Sydney,
said for Bloomberg. “It means potentially another area of moderation in overalt oil demand.”

China will consume about 11% of all oil this year, according to the International Energy Agency {IEA).
Outlooks

Last week the [EA {owered its forecasts for oil demand growth for this year and 2015 by 150 000 and
100 000, respectively, to 900 000 in 2014 and 1.2m next year.

Meanwhile, Saudi Arabia said it is not planning a cut in output to accommodate a higher global price
for crude, dispelling speculation that such a move will come to support prices soon. The country did,
however, report a slowdown in production for August, though growing exports from Iraq and Libya
more than accounted for it.

OPEC also lowered the projected volume of crude it would market next year, as global demand was
seen slowing, supporting IEA’s outlook.

“The recent slowdown in demand growth is nothing short of remarkable,” the agency said.

|EA’s forecast cut comes as a separate US outlook proposed growing supplies, further pressuring
crude. The Energy Department's statistics arm, the Energy Information Administration, said oil prices
next year will be lower as US crude output reaches a 45-year peak,

"We're in a situation where the demand, supply scenario is fairly weak,” Spooner added for
Bloomberg. “The market is stripping out a lot of the geopolitical risk premium,”

Ukraine

Ukraine was still on the radar, after the EU introduced fresh sanctions against Moscow on Friday,
aimed directly at Russian state-owned oil companies. The measures deny companies like Rosneft and

http://www.binarytribune.com/2014/09/15/crude-oil-trading-outlook-wti-and-brent-futures...  9/15/2014
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Gazprom Neft access to European capital markets and oil-related technology, significantly Limiting
their expansion capabilities.

The market was complacent about any immediate negative ramifications on a global scale, though,
keeping the risk premium on a minimum level.

The Kremlin said it would respond to the new sanctions.

Meanwhile, the truce between Kiev and pro-Russian rebels was largely holding, though both sides
seemed as distant from a peaceful resolution, with separatists calling for complete independence and
Kiev even vowing to bring Crimea, the Black Sea peninsula annexed by Russia in March, back to
Ukraine.

Technical support and resistance levels

According to Binary Tribune’s daily analysis for Monday, West Texas Intermediate October futures’
central pivot point is at $92.63. In case the contract breaches the first resistance level at $93.31, it
will probably continue up to test $94.34. Should the second key resistance be broken, the US
benchmark will most likely attempt to advance to $95.02.

If the contract manages to breach the first key support at $91.60, it will probably continue to drop
and test $90.92. With this second key support broken, movement to the downside will probably
continue to $89.89.

Meanwhile, November Brent's central pivot point is projected at $98.41. The contract will see its first
resistance level at $99.14. If breached, it will probably rise and test $100.33. In case the second key
resistance is broken, the European crude benchmark will probably attempt to advance to $101.06.

If Brent manages to penetrate the first key support at $97.22, it will likely continue down to test
$96.49. With the second support broken, downside movement may extend to $95.30 per barrel.

Tweet ' 3

e !

Author: Veselin Valchey Veselin is a financial news writer and editor at Binary
Tr:bune, following the commodities spot and reporting on pricing and tendencies on the
futures market.

BinaryTribune is a financial media specialized in providing daily news and
education covering Forex equities and commodities Our academies for traders
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Legislative Council Follow-up Questions from

March 12, 2015

Follow-Up to 1

Thank you for your response as to teacher instructional time. However, we have further
guestions regarding your math, particularly in regard to high school teacher instructional
time. Are you saying that high school teachers are teaching every period except lunch every
day? This would not seem to be the experience of some of us who have or had children in the
high school. There must be free periods and/or time dedicated to preparation, etc. For
example, is the Chinese teacher teaching 35 periods a week {40-5)7? Can you be more specific
as to time spent actually in a classroom teaching?

All teachers teach 5 classes (1.0 FTE including lab science teachers). Dept. Chairs teach 3
classes (.6 FTE/.4 administrative). Other teachers, based on their responsibility, may be
reduced at various times with approval.

We have 53 minute classes currently in the schedule {dropping 2 a day) and one class per day

gets one longer period in an 8-day rotation including lunch period (64 minutes + 30 minute
lunch).

See attachment “teacher’s classes”

Newtown school schedules are listed in Table 1 below. There are contractual duties that all
teachers must meet during the school day. These duties vary by level, student need, and teacher
assignment. By contract, teachers must be provided a lunch period of 30 minutes.

Table 1. Instructional
Time
Level Start Time (a.m.) End Time (p.m.) Length of Day {-30 minutes lunch)
Elementary 9:05 3:37 6 hrs 32 min 6 hrs 2 min
Intermediate 8:.05 2:49 6 hrs 44 min 6 hrs 14 min
Middle School 7:20 2:02 6 hrs 42 min 6 hrs 12 min
High School 7:20 2:02 6 hrs 42 min 6 hrs 12 min

The estimated instructional time for teachers at each level was determined by taking the length of
the school day and subtracting the 30-minute duty-free lunch for teachers. Using the information
from the table above, the district average for teacher instructional minutes would be 6 hours and
10 minutes.

School districts throughout Connecticut have varying school day lengths, schedules (rotating, block
etc.), and school years. Contractual agreements also vary from district to district. Therefore, a

1

comparative state average of a teacher’s instructional time by grade level would be inconelusive.
P g

3/23/2015



Table 2 details the typical time that full-time teachers (1 FTE} are teaching in their specific content
areas. Rotating and block schedules may cause variation but the following numbers are typical.
Remember, these figures do not include teacher duties and planning time. If these responsibilities
and instructional support time were added to the “Total Instructional Time” column below, the
total would equal the numbers shown in Table 1 above.

Tabie 2
Level Instructional Periods | Period Length (min) Total Instructional Time
Elementary NA NA 4 hrs 54 min
Intermediate 6 45 4 hrs 30 min
Middle School 4,5/5 53 4 hrs/4 hrs 25 min
High School 5 53 4 hrs 25 min

Follow-up to Q6

Given the answers below, how does this save money?

Art is offered at Reed one period per 6-day cycle at both fifth and sixth grades. Musicis
offered for two periods per 6-Day cycle - again, for both fifth and sixth grades. Staffing in these
two specialty areas is based upon the number of sections that need to be taught,
understanding that music is more complicated based upon the mix of chorus, general music
class and the complexities of instrumental music - band, orchestra and lessons. Of course, the
final determination in scheduling is also contingent upon complying with the requirements in
the teacher contract and the demands of the overall schedule. Final staffing changes may
result in other decisions, as the reductions were earmarked at Reed as placeholders until final
class sections are realized.

This year, 2014-2015, we reduced art by .58 at Reed. We did not reduce music. We were able
to absorb this cut because of the reduction of two classroom clusters. The reduction of one
additional cluster for the 2015-2016 school-year will allow us to continue to meet the needs of
our students, even as we experience reductions in art {.5) and music (.5).

3/23/2015



When there are reductions in staffing, teacher assighments are finalized after taking into
account the needs of the district, the skill and experience of teachers and seniority. Tenured
teachers always have seniority over non- tenured teachers. Teacher compensation is
determined by the level of individual teacher salaries as specified by the contract and the
percentage of their assighment. If a teacher's assignment is reduced, their compensation is
reduced on a percentage basis. Obviously, most teachers are full-time or 1.0, and a few are
not. If you're .8 or above you receive full benefits, including medical. If not, your benefits are
reduced, and you do not receive BOE supported medical benefits,

Next year because of the proposed cuts in art - elementary, Reed and middle school and music
- Reed and middle school we are anticipating that some teachers will need to travel between
schools. (This is already done in PE at the elementary level because of a cut in the 2014-2015
budget.) Travel time between schools also needs to be factored into teaching assighments.
(contract)

@

The reduction in staff equates to a reduction in dollars. The .5 reduction in art saves $28,297,
.5 in music saves $28,297 and 1.0 reduction in P.E. saves $56,594 for a total savings of
§113,188. (see pg. 29 in the budget book)

Follow Up to Q7

Heating Oil

Thanks for your responses to my earlier questions, please see below for follow-up.
From the minutes of the BOE meeting on 9/16/14:
“Waiver of Policy 3-300

MOTION: Mr. Freedman moved that the Board of Education waive Policy 3-300 as it pertains o the
purchase of fuel ofl for the 201518 school vear. Such waiver is granted in consideration of the
volatile Tfuel ofl market and recognizing that other communities and school disiricts will be locking
into a fixed price for next vear when the market seams right. The waiver will allow the Director of
Business and Supervisor of Buildings and Grounds, with the approval of the Superiniendent of
Schools, o exercise an option o extend the current coniract, accept

Hoard of Education -4 September 16, 2014

consortium pricing, or {0 solicit written, verbal or fax quotes for supply and give them the ability io
commit to @ supplier based on their best judoment of market conditions. Whenever an agreemeant
is reached, it will be emailed to the Board and then presented to the Board at its next regularly
scheduled meeting and shall not exceed one year in duration. Mr. Vouros seconded.

3
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fdr. Blenkowski would Bike to do this scon as the wrice of ol is at 2 28-month low per barrel, Todd
he found out that produciion will be lowered, Today the price is 53.07 per galion. This would be
ithe 2015-16 school yaar,

oo
=

Motiotragsses unanimously.

Questions;

1) Mas an agreement been reached? If so, please provide a copy of that contract. Yes, see
contract attached.

2) i ves, has the board been presented with this contract? There is no indication of thai in the
minutes. No, it was not presented at the time of signing the contract however, it was shared with
the board members via e-mail dated Saturday October 4, 2014 by Dr. Erardi.

"Today | have focked in our 2075-16 fuef oil at a price of $2.8900 per gailon with East River Energy
for 168,000 gallons. This will egual a cost that is $25,717 less for oif for next year. East River has
provided oil, gasofine and diesel for both the Town and BOE for a number of years. They are located
in Guilford, Connecticut.” - Ron Bienkowski

3} If a contract has been signed, what is the penaity for not purchasing the stipulated number
of gallons? In the event that the BOE purchases less than 100% of the contracted gallons
during the contracted period, East River reserves the right to (1) extend the contract under the
same terms and conditions, {2) have the customer purchase at the contract price the
difference between the contract galions and the actual delivered gallons; East River shall have
no obligation to deliver remaining gallons, or {3) terminate the contract. Storage fees or
liguidation charges may apply and customer will be responsible for payment of any storage
fees or liquidation charges.

4} Extending the contract for another year as suggested in your earfier answers would require
BOE approval, correct? Yes.

That would mean apother year of no cooperation between the BOE and the town to get the
best price possible for the taxpayers. What would the rationale be for that approach? It is not
our recommendation to extend the contract. This was the response to the question on how
we could lower the 2015-16 cost.

5} What is the current price available from the consortium? We haven’t been able to get a
price from them as we do not believe they have locked in yet for 2015-16.

See additional information attached on how the oif contract works.
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Follow-up to Technology Question

For several years we've been discussing smoothing out [T expenses so they don't have such large
ups and downs, much like the way we fund smaller capital expenses like fire engines on the town
side. Please explain why there is such an increase this year despite those discussions.

In order to smooth out technology equipment expenditures, $545,307 (0.76% of an
approximately 72 million dollar total school budget) would need to be budgeted each year
to just replace obsolete equipment. Only $429,555 are included in the 2015-16 budget
request for obsolete equipment replacement, respecting the desire to keep the budget
increase minimal. This is $115,752 less than the projected annual need for obsolescence.

Dollars allocated for equipment (items such as network infrastructure, phones, computers,
laptops and projectors) represent the most variable portion of the Technology Department
budget. Without any adjustments, our projected needs for the following years would be:

2015-2016 $428,300
2016-2017 $722,470
2017-2018 $443,460
2018-2019 $287,775

2019-2020 $1,062,785

This budget projection shows large swings and reflects past funding patterns.

It is a District goal to have the dollars designated for the replacement of obsolete
equipment and the investment in new technologies become more consistent across budget
years.

The importance of keeping our inventory up-to-date and functioning is not only being driven
by our need to prepare our students to be successful in a technology rich world but also

further dictated by increased state demands for testing.

With this in mind, the 2015-2016 Technology Department budget request makes an
attempt:

+ To meet technology needs in the district including those defined by the state.

+ To begin the process to even out the spending for technology equipment in the future.
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Legislative Council Education Committee Questions

March 12, 2015

Follow up to Questions

1} Can you provide KPI on average instructional time per teacher for each grade, each School, entire
district and State average?

(A response will provide during the week)

2) Do you have data describing whether the changeover from independent bus operators has actually
saved the town any money?

Yes and this information has been documentied throughout our budget book (pgs. 250-258). In 2011-12
when the Owner Operator Contracts where in full effect, the cost of student transportation was
$4,443,994. In addition to this cost, the BOE also incurred department expenses totaling $106,591 as well
as insurance costs of $60,634. In 2012-13, when the new busing contract took affect the cost of
transportation dropped by over 18% to $3,607,120. The department expenses and insurance dropped to
zero resulting in a total savings of about 22% or $1,004,099. Going into our fourth year of the contract
(fiscal 2015-16) the total transportation costs are still below the prior contracts combined cost and are
expected to result in a savings of $551,987. Over the five-year term of the contact, the BOE anticipates a
total budget savings of more than $3.5 million doliars.

3) Describe/expiain the Minimum Budget Reguirement {MBR). Can you provide historical data to date and
its impact on the BOE budget/taxpayer burden?

(A response will provide during the week)

4) The Mewtown HS student population has increased fewer than 60 students since 2005/6 (1688).
However, from 2005/6 to 2010/11, an increase of approximately 15 HS teachers were added. Why has this
increased total not been reduced since HS student population has never come close to projections?

Ratignale:

In 2010 students earned a minimum of 20 credits to meet graduation reguirements. Beginning with
the class of 2011, an additional science and an elective credit was added to bring the minimum credit
requirement to 22 for all students. For the class of 2018, students must earn a minimum credit
requirement of 23, which includes 1 World Language. Students also continue to graduate with credits
beyond the minimum expected in order to ensure they are competitive for college.

NHS had a need for new teachers in certain areas even prior to 2011. However, the school did not
have the capacity/space to do so. The additional space supported our ability to hire new teachers in
order to decrease class size to reasonable numbers and BOE guidelines.

2005-06:
School psychologist



Psychologist added to accommodate a larger population in order to meet the
social/emotional/psychological needs of ail students. In addition, the school psychologists conduct
testing and run PPTs/504 meetings. These continue to require personnel resources as many are
complex in nature in a school of this size. This position is part of pupil services.

2006-07:
Bio/Chem

The additional hires in science were made in response to student increased enrollment, to
address class size and certification issues, and to accommodate the number of students who take
additional credits in science to remain competitive for college. In addition, class size in science/lab
courses must be lower than other classes due to safety and OSHA guidelines. Currently, class
averages in biology and chemistry are approximately 21 {and cannot exceed 24 due to safety
issues).

Further, science staff additions have enabled us to increase our elective offerings (APES, Applied
Science Research, Health Science, Public Health) and offer enough AP sections so that few, if any,
students are turned away.

Business Education

Business education teacher added to accommodate the needs of students who continued
to need elective courses to complete overall elective requirements for graduation. These courses
meet the needs of students not only interested in the field but who want to pursue business fields
at the college level. NOTE: In 2011/12, we increased credits to 23 for all students, which included a
Financial Literacy course.

(.4) Social Studies — (8/22/07 pos. increased to 1.0}

Added position due enroliment in addition about 85% of students take more than the
required 3 years of social studies. Currently, in social studies, there are 26 sections of classes over
25 students.

2007-08:
Earth Science

Increasing enroliment and a desire to limit class size, particularly for college prep level
classes.

Math

Math position added this year to meet the enroliment needs and to align with
recommended class size. Currently, the math department has the highest class size
numbers. While 3 credits are minimally required for graduation, 67% of our population takes 4
credits in math to remain competitive for college pursuits. Currently, average class size in math is
28 sections with classes over 25. There are also 11 sections with 28 students or above.

Culinary {.8)

.8 FTE added to accommodate the high interest in this area. One teacher could not handle
the growing number of student requests to pursue culinary arts and advanced culinary
courses. This a popular field and many students go onto culinary arts institutes and culinary schools
as a result. In addition, there is a safety factor in these classes as students are part of an



entrepreneurship, manage the snack shack and Outakes (in the cafetorium), as well as the variety
of catering opportunities throughout the school.

2008-09:
Spanish

Position added to maintain class size guidelines and accommodate student requests in
Spanish at this time. In addition, students often take more than 2 credits of World Language in
order to remain competitive for college. Currently, and with the requirement of World Language,
there are 13 sections with classes over 25.

(.4) FLEX Math -(8/28/09 pos. increased to .8)

This position in FLEX was increased to .8 in 2009. The position needed another staff
member as FLEX supports struggling students throughout the year. Students are placed in the
program for a variety of reasons: failures, return to school after medical leave, etc. The position
was added specifically to accommodate students who struggle in math. The other staff member's
expertise is in the humanities area.

2009-10:
Physics

The additional hires in science were made in response to student increases in a particular
year, to address class size and certification issues, and to accommodate an increase of required
science courses from 2 to 3. Currently, the average in physics classes is 18, which is lower than in
other departments due to safety concerns.

Social Studies

Added position due enrollment in addition about 85% of students take more than the
required 3 years of social studies. Currently, in social studies, there are 26 sections of classes over
25 students.

Mandarin Chinese

This instructor position is part of our NICE exchange with China. Part of the teacher’s
salary is paid through the Hanban organization so that NHS can offer students the language of
Mandarin.

Special Education

The specialized needs of students at NHS have grown. Students with disabilities
population and their complex needs have increased. New position added to ensure we could meet
the IEP needs of our high school students and maintain reasonable caseloads of students. This
included the addition of an in-house critical skills program for students with social/emotional
needs.

School Counselor

In order to create a more meaningful freshman experience and effectively manage the
transition from middle school to high school, we have created the position of Freshman Counselor
with a web of support personnel and practices. The creation of this position aliows the Freshman
Counselor to more effectively coordinate the transition to the high school while it allows the six
other counselors to more effectively manage their caseloads. However with the continuous



increase in enrofllment the freshman counselor caseload now exceed 400 students. According to
NEASC recommendation the Counselor/Counselee Ratio for a counselor should not to exceed 300:1.
NEASC Policy Handbook

In addition, all students are expected (through the State mandate) to complete a Student
Success Plan as they move through their 4 years of high school. Counselors have direct oversight in
working with students throughout this process {goal setting, interest inventory, college and career
exploration)

2010-11
Biology

The additional hires in science were made in response to student increases in a particular
year, to address class size and certification issues, and to accommodate number of students who
take additional credits in science to remain competitive for college. Currently, class averages in
biology and chemistry are approximately 21 (and cannot exceed 24 due to safety issues).
Science additions have enabled us to increase our elective offerings (APES, Applied Science
Research, Health Science, Public Health) and offer enough AP sections so that few, if any, students
are turned away.

(.4) Latin - (8/21/14 pos. reduced to .2)

Latin teacher to accommodate the language needs of students, especially as Latinis a
challenging course, often desired by students who want to improve their SAT scores. This course
adds to the variety of world language opportunities afforded to NHS students to maintain their
competitive edge with respect to college acceptance.

2011-12:
Integrated Earth Science
Increasing enrollment and a desire to limit class size, particularly for CPB classes.

Social Studies

Added position due to enroliment and number of high school students taking more than
the required 3 years of social studies. Currently, in social studies, there are 26 sections of classes
over 25 students.

2012-13:
No new positions added

2013-14:
No new positions added

2014-15:

(.5) Special Ed. Transition Program

A .5 special education teacher was added for this year's budget to meet the increasing needs for
special education transition programming. With the increase in students who are identified for
services, the need to address IDEA mandated transition services has increased.

Decreased:
We decreased at the high school in art by 1.20 and Tech Ed by .80 during this time frame.



5) Even with reductions possible by the BOF (Dental, Transportation, etc) there is still likely to be an
increase in spending/budget despite an estimated decrease of ailmost 200 students. Can you explain
(perhaps again} the relationship between enroliment, staffing and budget? Should the community at
some point expect a reduction in budget given the predicted declines or do any potential saving get turned
into new programing or merely offset contractual increases (or something else)?

The marker which is used as a placeholder for fevef services generally falls into the 2.5% to 3.0% range.
Level services would be defined as what additional dollars would be needed to play forward existing
program and student opportunity without any changes from one year to the next. In nearly all cases dollar
increases are driven by contracts and insurance. Therefore, if you look to Newtown a 3% fevel services
adjustment would have resulted in an approximate $2.1 million dollar increase in needed new spending.
The proposed operational plan being reviewed by the Legislative Council arrives with endorsement from
the Board of Finance with a requested $242,642 for new spending. The delta between the $2.1 and the
actual proposed was realized in part with a reduction in force from our declining enrollment. In addition,
no new spending for insurance and an early incentive retirement plan were all drivers to the good for the
bottom line.

6} The budget details staffing reductions of 13.17 FTE ($331,389).
e How much of the 13.17 is directly attributable to a decrease in the student population?

All of the certified staff reductions (with the exception of staff members who work with special
needs youngsters) are directly connected to declining enrollment. Therefore 7.3 certified
positions are directly connected to enroliment.

e Focusing on Reed as an example: There is a -.50 in Art; -.50 in Music; and -1.0 in PE.
= Can you explain the mechanics of how & -.50 FTE reduction in Art {for example) has
no impact on student services?

Program design does not change. Program contact time with students remains in place. The above
mentioned reductions are feasible because there are fewer classes to teach. Example ~ RIS opened
their doors with 40 classroom teachers. A dozen years later we will have 30 classroom teachers for
the 2015-2016 school -year. In addition, the final staffing changes may include additional schools
as the reductions were earmarked at RIS as placeholders until final class sections are realized.

= And what specifically will it mean when implementing that from a staff perspective,
in terms of their time and compensation?

No change

e Within the 13.17 are -8.20 FTE Spec Ed Para-Educators. Can you explain the rationale for
no longer needing these positions?

Restructuring special education supports Pk-8 and expanding the use of various co-
teaching models across the district is projected to reduce the need for para



supports. However, it is important to note that the need for resources may fluctuate at
any time due to various factors such as the possibility of new students entering the district
or if additional students become eligible for special education supports.

7) Heating Oil Purchases

o

There is the possibility of real budget savings without impacting services if the BOE is able {0
purchase heating oil at the rate the town secured. Can you provide us with the cost for not
purchasing oil from the contract negotiated by the BOEY That s, can you buy out of the already
negotiated contract with the ail company? It may also be possible to reduce the amount of oil
purchased underthe BOE contract and buy some at the higher rate and some at the town's lower
rate {if this leads to a reduced fee or no fee for not buying the full amount}. In short—what are our
options and costs related to buying oil (all or some} at the lower rate negotiated by the town.

The oil contract is a fixed quantity contract with no variability in cost or quantity. Our experience
with the Town last year when they didn’t use all the contracted gallons was that we either had to
take the gallons (with no place to put it} or to liquidate it at $1.0754 per gallon. Essentially, this
amount per gallon was paid for to get out of the remaining contact obligation.

We have contacted East River and the current option we are exploring would be to extend our
contract an additional year {through 2016-17} and then cost average it down for the 2015-16 year.
in other words, a lower cost for2015-16 would result, but this would require and additional year
commitment.

Also, what process can be put in place where we can prevent the BOE from paying higher rates
than the town (and vice versa)? Would both side benefit by a lower rates associated with a higher
volume purchase for instance?

In September 2015, crude oil was at its lowest price in over 26-months. At that time, the
BOE began to explore the possibility of locking into a rate that was lower than the current
rate of $3.09 per gallon. The BOE conferred with Town officials about moving forward
together at the rate of 52.99 as there was no short-term forecast indicating that the
market would drop any further. Mr. Hurley declined stating that he would wait until
February and bid with CROG. With the anticipation of potentially higher energy costs
(remember, this was a 26 month low) and with the heating season quickly approaching, the
BOE decided to lock into a contract at $2.99. History has previously demonstrated that the
price of oil has never declined going into a heating season. This has been an
unprecedented and certainly an unpredictable drop in the price of oil. {(see the attached
information that the Board relied upon before committing to a contract)



Legislative Council Education Committee Questions

March 12, 2015

Follow up to Questions 1 and 3

1) Can you provide KPI on average instructional time per teacher for each grade, each School,
entire district and State average?

Newtown school schedules are listed in Tabie 1 below. There are contractual duties that all
teachers must meet during the school day. These duties vary by level, student need, and
teacher assignment. By contract, teachers must be provided a lunch period of 30 minutes.

Table 1. Instructional
Time
Level Start Time {a.m.) End Time {p.m.) Length of Day {-30 minutes lunch)
Elementary 9:05 3:37 6 hrs 32 min 6 hrs 2 min
[ntermediate 8:05 249 6 hrs 44 min 6 hrs 14 min
Middle School 7:20 2:02 6 hrs 42 min 6 hrs 12 min
High School 7:20 2:02 6 hrs 42 min 6 hrs 12 min

The estimated instructional time for teachers at each level was determined by taking the length
of the school day and subtracting the 30-minute duty-free lunch for teachers. Using the
information from the table above, the district average for teacher instructional minutes would
be 6 hours and 10 minutes.

School districts throughout Connecticut have varying school day lengths, schedules (rotating,
block, etc.), and school years. Contractual agreements also vary from district to district.
Therefore, a comparative state average of a teacher’s instructional time by grade level would

be inconclusive.




3) Describe/explain the Minimum Budget Requirement (MBR). Can you provide historical data
to date and its impact on the BOE budget/taxpaver burden?

MBR Determination

2014-15 Base MBR

The 2014-15 base MBR equals the greater of the 2013-14 MBR or the 2013-14 budgeted
appropriation(s) to the board of education, plus any increase in Education Cost Sharing {(ECS)
aid in 2014-15 relative to 2013-14.

State law requires towns to spend 100% pf their ECS aid for educational purposes and to spend
the funds only on the authority of the town’s local or regional board of education. In addition,
the towns are barred from using increases in ECS funding to supplant local education funding
(CGS § 10-262i(c)).

In 2005, the General Assembly made the prohibition against supplanting local education
funding more explicit and enacting a minimum budget requirement (MBR) (CGS § 10-262i(d)).
The first MBR required any town that received an increase in ECS funding over the amount it
received in the previous year to have a budgeted education appropriation that ai least equaled
its appropriation for the education in the previous year plus 100% of the ECS increase {PA 05-
245). The effect of the current MBR is to prohibit towns from reducing education budgets. By
faw, the penalty for failing to meet the MBR is a reduction on the town’s ECS grant for the
subsequent fiscal year equal to twice the amount of the shortfall {CGS § 10-262i(f)). See chart
below

Reduction to MBR

Under certain circumstances, legislation provides the town with the potential to reduce
the MBR. If a district’s October 2013 resident student count is less than the October 2012
count, its MBR may be reduced by $3,000 for each student count. However, the maximum
reduction under this provision cannot exceed one-half of 1 percent of the greater of the 2013-
14 MBR or the 2013-14 budgeted appropriation(s) to the board of education.



MENIMUM BUDGET REQUIREMENRTS

2006-07 200708 2008-09 2409-10 2010-31 2011-12 20312.13 Ms-14 I014-15
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Legislative Council Follow-up Questions from

March 2372015

1) How many students graduated from NHS (Class of 2013, 2014) with greater than 23 credits {credit
increase moved from 22 to 23 - pending legisiation requires an additional increase)?
See table below
IHS Student Graduates

23 or Greater Credits
2010-2014

Students who graduated with 23 or more credits by graduation year |

Grad Year | Graduates | Studentsw/22 or mare tota} credits Parcentage of Grad Class wf23 or more credits
Ptk aig 317 75.80%
2013 425 355 83.503%
2012 398 350 B7.50%
2013 454 407 89.60%:
2014 415 374 90.310%%

The historical data serves as baseline information regarding graduation trends and accrued
credits. The recently discussed legislation was a factor in moving the present credit need to 23
over four years. The belief moving forward is that students are not scheduled to meet the lowest
number of credits possible to graduate; thus, the continued conversation around approximately
50% of the student body taking a minimum of one additional class driven by the heightened
graduation standard.

Example = 800 students divided by 25 (acceptable class size} =32 new classes (sections) divided
by 5 (average teaching load) impacts a need of 6.4 staff members.

Other driving factors around staffing needs at NHS pertain to the number of students taking a
class for a second time (failure first time / repeating class the following year} and the number of
students who are programmed beyond a traditional four year average.

2} Qver the past five years, have we increased staffing for pupil personnel services at Newtown High
School?

The present proposed plan includes an additional guidance counselor (1.0 FTE) and special education
supervisor {1FTE). Historical data within the past six years includes an additional 2.0 FTE guidance
counselors which was driven by the NEASC accreditation decennial study.

Our challenges become more complex not only due to factors from 12/14 but also in response to
the Report of the Child Advocate released last Fall. State-wide, special education numbers
reported in the Oct. 1* count have_increased by 2,508 students. Currently, our special education
population is in line with this increase. In this year alone, the October 1% count of 474 students
has increased to the current number of 516 students identified as of today, March 24th.



3} A copy of the requested document which outlined administrative ratios to student index will be
forwarded for your review. 5ee igble below

School Name Principal Master Master Principal Students Master Administrators Enrollmen

Granby Memerial High Schook 1 2 3.0 759
Brookfield High School 1 2 3.0 918
New Fairfield High School i 2 3.0 1010
Guilford High School 1 1 z 3.0 1070
Aven High School 3 2 3.0 1083
Masuk Bigh School 1 2 3.0 1227
Daniel Hand High School 1 2 3.0 1255
Pomyperaug Regional High School 1 2 3.0 1259
Farmingten High School 1 z 3.0 1322
Sonth Windsor High Schoo! 1 3 4.0 1409
Fairfield Ward High Schoel 1 3 3 ) 5.5 1418
Hall High School 1 ] 4.0 1475
Cheshire High School 1 3 4.0 1514
Conard High School 1 3 4.0 1542
Fairfield Ludlowe High School L a 3 5.5 1552
Simsbury High Scheol H 3 1559

Amity Regional High School

Glastonbury High School

Asst
Head Head Assistant Deanof House Total FTE

1621

2.0
2.0
2.0

APs

Tolal Average#
- FTEAP ofStudents

379.50
459.00
505.00
356.67
541.50
613.50
627,50
620,50
661.00
469.67
236.33
491.67
504.67
514,00
258.67
519.67
540.22

Greenwich High School 1 1 1 5 7.5 7‘.0
4) A copy of the Ali-Star February ridership wilt be forward to you for your review.
Seg ottached
5) Where does the health coordinator's salary appear in the proposed plan?
The table below shows the allocation of salary.
BUDGET
PAGE LOCATION DEPARTMENT QBJIECT STIPEND F.TE ~ OPEN* TOTAL
56 HAWLEY CLASSROOM SPECIALIST $625 0.10  $5.659 $6,284
68 SANDY HOOK CLASSROOM  SPECTALIST : $625 0.10  $5639 56,284
79  MIDDLEGATE ~ CLASSROOM  SPECIALIST $625 010 $5639  $6,284
92 HEAD O‘WADOW CL.ASSROOM SPECIALIST _ 5625 0.10 $5,639 $6,284
103 REED N HEALTHED.  SPECIALIST $625  0.10  $5,659  $6,284
121 MIDDLE SCHOOL HEALTHED. TEACHER N _ 0.20 811,319  $11,319
121 _ SPECIALIST © %938 015 $8489  $9.427
145 HIGH SCHOOL HEALTHED. SPECIALIST $938 0.15  $8489 $9.427
$5001 100 $36592  $61,593

* OPEN POSITION BUDGETED AT MASTERS STEP 4.

6) What does the $73k of added dollars represent within the pupil services (special education)
proposed plan (page 267)?

The additional $73k can be broken out as follows:
e $21,400 - required far new legislation requiring additional training of special aducation
teachers working with students with dyslexia; {pg.176}
e 521,770 - incremental cost increase to replace the depariment chair; {pes. 29 & 176}
e S18,501 ~ needed for summer special ed supervisor; (pgs. 29 & 176)
6 99,137 — contractual increase for direcior ang cuper*fuoz (pg. 176)
s $2 8235 - nel total to increase clerical hours and decrease overtime hours; {pg. 176}



7} Can explicit information be sent regarding enroliment that clarifies the present October 1st and
most recent student count?

The October 1°' enrollment numbers were used throughout the budget process and published
throughout the budget book. These numbers are pulled directly from Power School and are made
up of Pre-K through 12" grade, in-district students.

The enroliment numbers that were presented on a hand-out titled “2015/16 Changes in

Enroliment” included the gut-of-district children and was as of January 30, 2015, not October 1%,
If we want to compare the January 30" number to the October 15t number, we have to reduce the

4,782 by the out-of-district children, which equal 33 and we come up with 4,749. This is the
number that should have been used for the January 30™ presentation.

The table below illustrates how the enrollment frequently changes throughout the year.

Lot ist et 3lst Mo, Dec. lan
K1z 4,770 4,776 4,771 & 774 4,782
Cut-of-town -32 -3 -33 -31 =53
Yool in-district 4,738 4,742 i, FEE 9, 743 &, 733

8) What are the resident student counts by year used to calculate the associated
increase/reduction toward Minimum Budget Requirement?

The resident student counts used 1o calcuiate the MBR are hsted in the 1able below,

£004-05  Z005-06 2006-0F 200708 2008-0% 200800 Z0M0-13 0 Z031-12 0 Zoi2-13
5,510 5,665 5,657 5,661 5,623 5,517 5,472 5,323 5168






East River Energy

* Premium Qua{liy Fusel Clts » Nestural Gas - Elsctrlclty - Blo Fusls - HYAC

Qctober 1, 2014

My, Rot Blenkowski
Business Manager
Newtown Board of Bducation

3 Primvose Street
Newtown, CT 06470 7 Transmitted via Electronic Mail

Dear My, Bienkowski:

Hast River Energy is pleased to confirm the follawing fixed price contract which has alrcady been processed, effective this
date, as per the elestronic mail exchange between Ron Blenkowskl of the Newtown Board of Bdueatlon end Jesse Heyzog of

East River Energy
* Hast River Enerpy shall supply and the Newtown Board of Eduoaiion shall purehase the following ag llsied below.

Condract Fived Frice Per Gallen
Product Contract Pericd Gallons Imelueding Taxes
#2 Hoatlng OH T11/2015-6/30/2016 168,000 $2.9900

The fixed price above includes L.ULB.T, of $3.0070 per gallon, the Federal Spill Fund Recovery Tax of $0.0012 per gallon
and NORA of $0.6020 per gallon.

East River Energy’s payment terms are nef 25 days.
Please sign below where Indlcated, along with Attachment A, and coturn to my attention immediately,
Thank you for your valued business, 1 look forward to conlinuing out mutuatly rewarding relatfonship,

Aceepted by:

A

Mr. Roit Bienkowski
Dated: _ /g/jyﬁL

Sincerely,

Jesse M, Herzog
Vice President

iMHiteh

. Your Energy Pariner
401 Sounciview Roadi » P.O, Box 388 + Guilford, CT 044370388
203,453,1200 1 BOC,334.3742 * FAX; 208,453.3899

waw aasilyereneray.com
Est. 1984




East River Energy

+ Prormium Qualty Fust Olls - Nalural Gess » Electiiclly « Bio Fusls « HVAC

Attachment &

The price contained and offered fi this confrnel is bused upon fhe sale of the guantity of coatract gallons as stated in the
specifications. Fu the cvent that the customer excosds 106% of the colract pallens dorlng the contrest poried, Best River Energy
reserves the right to (1) extend the confeact under the same terms and conditions, or (2) change the contract prive to the il Price
Daily New Haven Harbar Average plus $0.15 por geflon, Inthe event that e customer purchasss Tags than 100% of the contrast
gollans during the eonlsect poriod, Eost River Boergy reservos the right to (1} extend the contract undor the same terms and
conditlons, (2) have the customes purchise 1t the contract piico the diffevence betwuoun the contvact gatfons and the acial defivered
gellons; Bast River Enorgy shull have uo obligation to deliver remaining gallons, or (3) terminate the contract. Storage fesy ar
Jieidation charges muy apply and customet will be responsitle for pryment of any elorage fees or Hquidation charges. Enst River
Engrpy will monitor consumption on 2 monthly basis. East River Bnergy vescrves the right io allocate committed gallons on g pro-
rate basis over the o of this contrast, Should customet request o #H Diesel (Kerasons) plend, the #1 Dicsel Fuel pallons
delivered will be involcod based on the Ol Price Daily New Haven Harbor Keroseoe Average, plua $0.20 por galton. Should
customer request a Performance Bond, cost is $13.00 per thousand with a minlmum charge of $100.00.

Custembr agrees to the forms of sale as set forih I fhis constract. If ¢ustomer fails to pry within the terms of contract, tustomar
ugrees that East Rivor Energy hes the vight to chavge, and costomier agrees to Pay, a fnango eharge of 1.5% per month oy any
urpaid balance. I Bast River Buerpy hires au altorngy ov eollestion agoney to cotloct the wmounis the customer owes, CUSIOIBEY
agress to pry ty costs and exponses, inclading reasonable attorioys' feos andfor collection agency fees, incurred in the colloction
of the account or in snforcing the contract, In addition, eny credit balance remaining on an account will be applied to the
following yes’s purchsscs, Picass not that any change in State or Pedersl taxes/fees over the course of the contraet parled will be
passad down to the customer and customer will bo rosponsible for paytent oft aloh new tax/fea rate.

East River Bnezgy reserves the right to refuse to deliver fo muy tank, which, In its sole discretion, is deswned unsafe. Deliverles will
rosume once the problem is corrected. In the event a “Tun-out” ooows at & Syili-call” tank, Hast River Encrgy reserves the right o
levy » surcharge commensurate to the cost of providing Imuedine deitvery, if one is requested. Tn the ovent 2 driver Is vo-routed
dus to & will cnll customor not laking the full load as orderod, Fast Rivor Energy reserves the right to levy & delivery ohatge,
Customner ficknowledges that all tanks and piping we In good condition and mect all Stnte and Fuderal repulations and
specifications, Product samples, when requested, must come divectly off of the truck before delivory is mads, Bast River Energy

is not cbliggied to deltver to any tanks or lozutinns other then whet is stated 0 the contraet andfor bid specifications. Ja-add
-;{{WMMWWWW%MWWW Hast River Enerpy does not provids sssivances for fual which the
eustomer stores in their tanks, or the condition of their tank, Jenkage or environmentul contamination. This Is including bt not
@ timiited to spillags and inaccurnoy of fuel ordering, Castoner is responsible to notify East River Energy if any tank is replaced,
elimlanted, or if thero i construction work around & tak focation, Theso chenges could affect scheduied delivery times, hose
lengths, aad Fillings required fo make the delivery, Ploass have your maintenance parsonnel keop driveways, pathways and filis
cloar of ice and snove, This ensures abifity of timely delivery und pessoual safety of our drivers, Dumuringo wiil bo pasessed ifa
delivery 15 delayed al your location by clrctmsatances beyond ooy control, and/or if our driver finds it necessary to slear ice or snow
in ordes te dedlver fusl to your task(s), Customet is responsible to pay any demurrage, defivery or fuet surcharges nssussed ducing

the conttact period.

Fublication; OPIS publications including the Ol Price Daily are copyrighted doguments and therefore are not to be transmitted by
East River Energy to the Customer by Jow. Theso publications change duity and i Is the cuslomer’s responsibifity to velidate
pastad prices, The posting utilized will be most closoly reflective of the product setunlly being delivored.

PForce Mujeurs: Bast River Energy shall not be linbls to the customer for any fosses or damages to that customer in the gvent Best
River Energy is unable fo fulfill its abligations undor this agreement due to nets of Qod, fire, flaod, war or any other oauses beyond

{is control.

Recelved by: %M’ Dated: /o2 /1/ )
/ Your Enegrgy Partner

407 Sounciview Road * P.O. Box 388 » Guilford, CT 06437-0388
203.453.1200 - BO0.334,3742 - FAX; 203,453.3899%

v
Est, 1984




Last Name
Allegretto
Bachman
Barry
Battisti
Baumgariner
Berechid
Bisson
Boa
Brainard
Brant
Brant
Bremer
Cacioppo
Caffrey
Cambareri
Canfield
Carley
Carpenter
Carroll
Childs
Chiucarello
Cotroneo
Croce
Davey
Davidson
Deeb
DeFeo
Delulio
Dellasala
Diaz
Dietter
Dimoulas
Dyer
Earle
Eckhardt
Edwards
Ekman
English
English
Famiglietti
Ferrier
Filmer
Flannery
Foss
Franklin
Gabriel

First
Tara
George
Joanna
Laura
Karolyn
Bridget
Brian
Alixandra
Cate
Sara
Tom
Kathleen
Melissa
Alysia
Virginia
Christian
Chris
Lisa
Megan
Matt
Larry
Tiffany
Deidre
Kathleen
lennifer
Amy
David
Timothy
Jennifer
loanna
Candice
Katherine
Michael
Sherry
Kurt
Jason
Eric

lan
Kristin
Tegan
Jason
lanet
Alison
David
Gary
Janice
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SCIENCE
TEACHER
TEACHER
TEACHER
SCIENCE
SCIENCE
TEACHER
TEACHER
TEACHER
GUIDCONS
PSYCH
TEACHER
TEACHER
TEACHER
TEACHER
DPT CHAIR
SCIENCE
TEACHER
TEACHER
DPT CHAIR
TEACHER
LIBRARY
GUIDCONS
TEACHER
TEACHER
TEACHER
TEACHER
SCIENCE
TEACHER
TEACHER
DPT CHAIR
TEACHER
SCIENCE
TEACHER
BAND
TEACHER
SCIENCE
GUIDCONS
TEACHER
SPEECH
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER



Gacso
Gendreau
George
Georgina
Giacin
Gonski
Greenfield
Hall
Hanna
Boyles
Harrison
Hiscavich
Hoag
Hoagland
Holst-Grubbe
Huettner
Kapitan
Kaplan
Kelso
Kenney
Kenney
Kenny
Kiely
Kimball
Kuroski
Lee

Lima
Linfante
Lombardo
Lowell
Lye
Malary
Manfredonia
Manos
Marks
Marti
Matson
McConnell
Mclean
Mendes
Merritt
Metz
Metz
Meyer
Monrce
Murphy
Neumeyer

Stephanie
Robert
Steven
Fawn
Richard
Jill

Paula
Eugene
Elizabeth
Melissa
Trent
Michelle
Jennifer
Lori

Erik
lennifer
Lisa
Jacqui
Kristopher
Kateri
Marc
Jamie
Randi
Colleen
Tom
Christopher
Tressa
Elizabeth
Cheryl
Kim
Richard
Steve
Jeannette
Charlotte
Abi
Lauren
Jane
Susan
Laura
Ana
Doreen
lessica
Tony
Lisa
Ellen
Kelly
Brian
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TEACHER
TEACHER
TEACHER
SCIENCE
TEACHER
TEACHER
DPT CHAIR
TEACHER
TEACHER
TEACHER
SCIENCE
MUSIC DIREC
PSYCH
TEACHER
DPT CHAIR
TEACHER
GUIDCONS
TEACHER

TEACHER [NEASC)

SCIENCE
TEACHER
TEACHER
TEACHER
TEACHER
SCIENCE
TEACHER
TEACHER
SCIENCE
TEACHER
SCIENCE
TEACHER
SCIENCE
SCIENCE
TEACHER
DPT CHAIR
GUICONS
CHORAL
SCIENCE
TEACHER
GUIDCONS
SCIENCE
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER



Nichols
Nicholson
Obloj
O'Callaghan
O'Connell
Oliveri
Ornaf
Ostar
Parsons
Parvis
Pattison
Pelligra
Pescarmona
Pickering
Raccio
Ramsey
Reichin
Richardson
Rovello
Russell
Saladin
Sargent
Sheen
Sheridan
Sherman
Simon
Skolas
Stamm
Strait
Swanhall
Swann
Swift
Sykes
Tallcouch
Tenney
Thomas
Thornton
Tierney
Toby
Tolson
Torrance
Tyler
Vega
Violette

Ward-deLeon

Zandonella
Zhang

Bret
Darry!
Edward
Margaret
Jeremy
Danielle
Mike
Cathy
Sayward
Martha
Robert
Carol
Tom
Debbie
Keristen
Stephanie
Lisa
Daria
Jim
Douglas
Lawrence
Laura
Vivian
Lisa
Karen
Gregg
Carol
Staci
Carl
Marty
Jolene
Kathy
Linda
Tim
Brian
Jacoh
Dimitri
Shawn
Michelle
leffrey
Melissa
Suzanne
Nicole
Kristin
Elizabeth
Liza
Amanda
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GUIDCONS
SCIENCE
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
GUIDDIR
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
SCIENCE
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
TEACHER
DPT CHAIR
ATHDIR
TEACHER
TEACHER
TEACHER
SCIENCE
TEACHER
TEACHER
TEACHER
SCIENCE
TEACHER
TEACHER
PSYCH
TEACHER
TEACHER
GUIDCONS
SCIENCE
SOCWKR
TEACHER
TEACHER
TEACHER
LIBRARY
TEACHER



Zigmont Melissa 1 5 TEACHER

Zukowski Tammy 1 5 TEACHER
Zuvanich Sandra 1 5 TEACHER
Days Period Length

Days 153 53 Minutes

Ext. Adv Days 2 51 Minutes

Conferences 4 42 Minutes

PD 9 42 Minutes

Exams 8 42 Minutes

Thanksgiving 1 42 Minutes

183



The way an oil contract works is once the consumer “locks-in"” on a price and signs a contract for the
amount of gallons needed, the oil company will buy an oil futures contract on that day based on that
price. The oil company then pays 60% or more for the contract (to New Haven Harbor) to guarantee that
the oil will be delivered. Once the oil is delivered, the oil company then pays a storage fee to New Haven
Harbor. The only flexibility in the total cost in in the delivery price.

The cost to rescind our contract would be $1.80 per contracted gallon. At 168,000 gallons, the BOE
would have to pay $302,400 and have nothing to show for it. If we could find oil at $1.00 per gallon, it
would be worth-while to do so, but a highly unlikely scenario. {An ultimate savings of about $31,920 or
$0.19 per gallon).

The Town would not have benefited from the BOE's gallons, as they were part of a much larger
consortium (CROG) anyway. At our purchasing level, quantity does not necessarily influence the cost.
The only component where the price can be lowered is on the delivery price, not the actual cost of the
oil. Looking at the current futures market on various price curves, the price today would be somewhere
between $2.03 - $2.15 per gallon.

The Town decided to join the conscrtium and let CROG go out to bid for them. Had the BOE waited until
February to lock in, it is possible that we could have taken advantage of the consortium pricing but
history has proven that it's not always to our benefit to wait. [n 2014-15 BOE paid $3.0949 for oil and
consortium price was $3.17. In 2010-11 & 2011-12 BOE’s price was lower than the consortium and in
2012-13 & 2013-14 consortium was lower than the BOE. At the time of our lock-in {for fiscal 2015-16) oil
prices were at a 26-month low and all market indicators were suggesting to lock-in before the heating
season began as oil prices typically rise during this time.

3/19/15 RB






STUDENT COUNTS

2014-15 Newtown
BUS SCHOOL AM/PM SCHOOL AM/PM SCHOOL AM/PM
1 HS/MS 41 /38 Reed 22/19 Sandy Hook 52742
2 HS/MS 41/31 Reed 14 /11 Sandy Hook 23/30
3 HS/MS 35/38 Reed 23/22 Sandy Hook 27727
4 HS/MS 44 /33 Reed 22/15 Sandy Hook 24727
5 HS/MS 30724 Reed 22 /24 Sandy Hook 24/ 20
6 HS/MS 57 /41 Reed 16/20 Middlegate 32/35
7 HS/MS 22722 St. Rose 22 /15 Middlegate 32/30
8 HS/MS 25/30 Reed 19/21 Hawley 29/29
9 HS/MS 35/28 Reed / 5t Rose 22/23 Hawley 40 /37
10 HS/MS 38/38 Reed 12 /014 Hawley 227723
11 HS/MS 27/31 Reed 15 /13 Hawley 13 /15
12 HS/MS 33/30 Reed 20721 Head O'Meadow 17/ 14
13 HS/MS 21/27 Reed 11/014 |Head O'Meadow 26 /27
14 HS/MS 28/29 Reed 16/17 |Head O'Meadow] 32/25
15 HS/MS 31/28 Reed 8/009 |HeadO'Meadow| 30/30
16 HS/MS 24 /30 Reed 18/20 |Head O'Meadow| 35/41
17 HS/MS 20/ 20 Reed 6/013 Head O'Meadow| 24/20
18 HS/MS 19/25 Reed 15/ 24 Middlegate 24 /24
19 HS/MS 35/33 Reed 21/21 Middlegate 49 /46
20 HS/MS 37/33 Reed 21/22 Middlegate a0/29
21 HS/MS 39/40 Reed 14/13 Sandy Hook 25/26
23 HS/MS 32/37 Reed 13 /17 Middlegate 29 /31
24 HS/MS 24128 Reed 28/28 Middlegate 21/20
25 HS/MS 31/30 Reed / 5t Rose 27/ 30 Middlegate 16 /15
26 HS/MS 22/35 5t Rose {AM) 9 Sandy Hook 48 /37
27 HS/MS 38/35 Fraser AM,NYA PM 3/019 Middlegate 30/27
28 HS/MS 31/28 HAT (PM} 11 Middlegate 29/27
30 HS/MS 34 /35 Reed 10/009 | Head O'Meadow 43 /39
31 HS/MS 33/31 |  Dnby Mag 17 /11
32 HS/MS 37/32 Head O'Meadow| 21/22
33 HS/MS 30/27 Reed 6/011 Sandy Hook 37/35
34 HS/MS 26 /24 Reed / St Rose 27/29 Sandy Hook 21/ 24
35 HS/MS 16/ 16 Reed / St Rose 17 /19 Hawley 22 /24
36 HS/MS 16 /26 Reed / St Rose 14/12 Hawley 16/ 16
37 HS/MS 30/25 Reed 16/15 Hawley 28/26
38 HS/MS 22724 Reed 8 /008 Sandy Hook 18 /17
39 HS/MS 25/24 Reed 13/17 Hawley 19/16
40 HS/MS 8/008 Reed 18/19 Hawl 20/20
41 HS/MS 33/25 5t Rose 6/025
42 HS/MS 17/21 St Rose 10/022
43 HS/MS 16/ 21 5t Rose 13 /14
44 HS/MS 19/12 5t Rose 19/13







Could Low Qil Prices Point To A Debt Bubble Collapse? Page 1 of 10

LEADING ARaERICA 10

ENERGY INDEPENDENCE™ é%

CRUDE

HORE ENEAGY METALS ALT ENERGY ENVIRONMENT GEGPOLITICS FINANCE WIDGETS NEWS INTERVIEWS CJOMPANY NDWS S e

Fgium AA Searcl: QiFtice.com SEARCH

Couid Low Oil Pnces Point Yo A Debt Bubble Coliapse?

Could Low 0il Prices Point To A Debt Bubble Collapse?

G T N 21'-‘-3 4 Tweel *7 Like

Benefit From the Latest Energy Trends and Investment Opporiunities before the mainstream media
and investing public are aware they even exist. The Free Oilprice corn Encrgy ntelligance Report
gives you this and much more Chink hese tn fnd ool tigrs

il and piner commod ty prices have recently peen aropping. Is this good news, or bad?

Comrnodity Pacss
PRICE  CHG  CHG%

Trend in Commodity Prices Since January 2011 £ S3S1 037 sG40n
4 1388 M2 H0TTH
145 45 4087 ~0U58 1445
4 & 23157 00275 +131%
< 120 & 27095 00071 +028%
n & 12184 V3G +B25%
5&,’ 100 Si¥ck o dundataledpnatihenises
% a0
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& 60
& —===oal - Aust. i
e 40 - Relafad Acies
= Food - FAD
E 20
5]

Jan-14

Jan 11
May.11
Sep-11
Jan-12
May-12
Sep-12
jan-13
May-13
Sep-13
May-14

28 Seplember 2044 ¢ 0 commenls

Figure { Trend n Commodily Prices since Januany 2011 Brent spot of] pnce from EIA. Australian Coal from

T inf S : FOG N ’
World Bank Frink Sheet; Food from UN's FAQ 28 Seprembar 2614 | 0 cemments

twould argue that falling commodity prices are bad news [t likely mzans that the debt bubble whizh has
keen holding up the word =coromy for a very long—since Warld YWar #, at least—s fading to expand
sufficently If the debt bubble eollapses. we will be in huge difficulty 38 Seplember 2014]  Qeominents

Many pzople have the impression tnat falling oil prices mean that the cost of producton is falling, ard thus
that the feared “peak oi” is far in the distance. This is rol the comect interpretation, especially when many
types of commodilies are decreasing in price at the same time Whan prices are set in 2 world market, the
beg 1s5ue 18 affordability Bven if food, ait and coal are close 10 necessiies, consumess can'l pay more than
they can afford

A persen can el from Figure 1 that since the first part of 2614, the prices of Breat oil, Australian ceal, and
faod have been tranding doveiward. This drop in prices contiuas inlo Septernier For exampie, as | wile
thig, Brent oil price is $87 70, while the average price for the latest month shawn {August) is $105 27 it
this steeper, recent drop, which many are consermed ahout

Bola

AlLEw

Big OH Exporiar

We are dealing wnh several confusing issues Let me try to explan seme of them

htep://oilprice.com/Energy/Qil-Prices/Could-Low-Oil-Prices-Point-To-A-Debl-Bubble-Col...  9/29/2014



Could Low Oil Prices Point To A Debt Bubble Collapse? Page 2 of 10

lsgue #1: Over the short term, commodity prices don'treflect the cost of extraction; they reflect what
buyers tan afford.

O prices are set on & worldwide basis. The ¢ost of extraclion varies around the worid. Sa it is clear that oil
prices will not match the cost of extracton, or the cost of extraction plus a reasonabla profit, for any particular
producer Get an inside look & the energy markeats
with our free weekly report and benefil from
If ofl prices drop, there is a 2mplaton o believe that this is because the cost of produclion has dropped our unique network of industry insiders who
X i o ) . . ) will 182 you in 00 fhe lztest trands and

Over a long enough pedad, a drop in the costof producton might bz expected to lead 1o lower o prices 8uf invasiman! apportunities in the energy space
wa knaw khat many off producers are finging curren! off prices too low For example, the Wall Street Journal
b Bhell 220 Cant deny atuos ae oo icee Ben van Beurden preparad 1o

shrink company in order to boost returns, prafitability ™ ! wrate about this issug in my post, ung of the
Lng? O Comnames Cut Tock an Spenting

In the short term, fow prices are kafy to signal that lass of the commodity can be soid o the world marie!
Commedities such as oil and focd arz very desirable producis. Why would less be noeded? Tha ssue.
anforunately, is affordability. Affordability derends largely on {1) wages and {2} dabt Wapes tend to be fairly o
stable Tne likely culprii, if affordabifity is leading 1o lower demand for desirable products like ofl and focd, is gg
foss growth in debt EARN INCOME
issue #2; Economic growth tends to produce a debt bubble. + 3rdGeneration Ol Oparator

Many econonisis beheve that tsehnclogest mngeakon is the key o economic grawth. la my view,

ssenomias need & combination of the folowing 1o have ecanomic grewth of the type expatienced in the last
160 yearst

{Incrzase in debt) + {cheapJa.extract fassil feels) + (cheapta-use non-fossi fusl rasourcas) + (tachnological
INROVAion)

In such a case, debt keeps incraasing as an economy grows. Unfortunately this sconomic growth is only
tamporary, because resources tend lo become more expensive {6 use ovar fime. mafing the “cheap”
resources required IGr economic growth disappear.

The problem underiying the rising cost of resources {both for fossif fuats and cthers}) is that we tend e use
the cheapest-to-extract resources first Technological innovation continues 10 occur, but 35 dminishing
returns hit both fossil fuels and other resources, there ars larger and 'argsr demands of technclogy to keep
costs in line vith what workers <an afford Eventually, the cost of resources (nat of technologicat
improvements) nses tzo much, and ecenomic grewth s cut off By this fime, a huge mountain of debt has
bean built up

Let me explain futher how this happens Withaut fossi fuels. the wor d is pretty mach stuck with the goods
that can be made with wood. or froms other basic resources such as animat skins, cotten, fiax, or clay A
small guaniity of metat and glass gocds can be made. but deforestation quickly secomes a prodlem if an
atiempt is made to “scale up” the quantity of goods that require haat in fheir productian .2

Gnee inexpensive coal became available, its availability opened the door lo tachnological innovation,
bacause it providac hzat in quantity that had not been available previously While ideas such as the srram
zAarAe had been arosnd for a long time, the avaitabiity of mexpensive coal made the production of melals
naeded for ihe steam engme. olus train Wracks and rafizoad cars, available af reasonablzs cost

With the ability to make steel and concrete in quantily (bath requining heat) came the ability to make
hydroeieciric dams and elecirisal transmission lines, thus enabling stecwricily for public consumption O, as
a liguid fuel, paved the way for widespmead use of addilional nngvalions, such as prvale passengs)
automobiles. machanized farm aquipment, and airpiares Between coal and of, many workers could leave
farming and Degin Jobs 10 other sactors of the economy

The Iransformation that look place was huge: from woaden tocle and human of animal labor to & modam
industrial society How ¢ould sich a big change take placa? Before the changs. the ability lo generate a
profit that might be used for fulure capital investhnent vias very timited

Also, the would-be purchasers of products made in an industrial economy were very poor. | would argue that
the anly way of bridging this gap was debt. See my earlier pasts, ¥y Maishus Gar s forecsat Virons and

H-venr Dett Bubble

The use of debt has sevaral acvaniages:

1 Hallows the consumer lo buy the end produed! made wilh Lhe new resources assuming the end producl
isn't 100 expensive relative to the consumer s earnings

2. Hgives resource-exiractng businesses {he money they nead to buy equipment and 1o hire workers, prior
to lie tim= thay have earned prohis from resource extraction
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3 itgves the companias the abiity to bulld {actories. before they have accumuiated profits o pay for the
faclories

4 it allows governments to fund needed infraswructurs, such as rozas and bridges, before having the tax
reverue available to pay for such nfrastructure

& Riastimportantly, the demang” gargrafed by (1), {2}, (3) and (4} raises the proe of resources sufficiently
that it makes i profitable for comparnios in the busingss to extract those resources

Because of thesa issyes. gebt and chesp fossil fusls have a symbictic refationship

{1) The combinalon of debt, inexpensive tossd fuels, and inexpensiva resources of other kinds allows the
production of afiordable goods that caise the standard of lving of those using them The result is what we
think of as “economic growth ©

{2} The economic growtt pravides the additional income needed io pay back tho dobt with interest The way
this happens is indireclly, througr what s scmatmes descnbed as “greater preductivily of workers.” Thes
grester productivily is really human productivity enbanced with devices made possible by fossil fuels, such
as sewing machines, eleclic milking machines, and comoutzrs that allow workers io become morz
productive indirectly, the higner produchvity of workers bensfits both businessses and governmenls, through
higher saies of goods o consumers and through higher axes. In thiz way, businesses and governmerts can
also repay debi with interast

Higher-priced resources are 3 problem Higher-preed resources of any kind tend 1o “gum up the works” of
this payback cycle Higher-priced i in particuiar is a problem. In the United Siates, when oil prices ris2
above about $40 of $30 barrel, growth in wages stops

Average US Wages Compared to Oil Price
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Figure 2 Averags wages im 20128 cornparad to Brent oil pace, also in 20128 Average wages are fotal
wages based an BEA data adjustad by the CPI-Urban, divided fotal population Thus. ey reflec! changes in
the proporifon of population amployed as well as wage levels

With higher oit pricas, the riss in the standard of living siops for most workers, and good-paying jobs bzcome
difficult to find There are a couple of reasons we would expest wages 1o stagnate with hiher oil prices:

{11 Competition with cheaper energy sources YWran ol prices rose, countries usmg a very high
pzreentage of o in ther energy mix {(such as the PUGS n Europe, Japan, and Uniled States) became less
compatitive in the world econceny They tended to fall behind China and India, counires thal vse much more
caal (which 1s chaagar; in thair anargy mix
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Average Economic Growth 2005 - 2011
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Figure 3 Average percent growth in real GDP belwsan 2005 and 2011, based on USDA GOP data in 2005
LSS,

(2} Need to keep the price of goods flat. Businesses need ta keep the total proe of thelr progucts cigse 1o
“flat” despite rising off prices, if they zre {o continue to sell as much of their product after the oil price increase
as previcusly. Gil is one magpor cost of produclion; wages are ancther An obvious way to oset rising oil
prizes is {0 reduce wages. This can be done in sevaral ways' outsourcing work 1o & lower cost sountry,
greater automation, or caps or wages Any of these approaches will tend to produce the fladening in wages
observed in Figure 2.

Based on Figure 2, an off price above 240 or $50 per barrel seems to put a cap onh wages, and indirectiy
leads to much less economic growth Even if wa didnt tut this off price imi-~for example. if we had
discovered a liquid fuel that could be produced in quantity for less than 540 barrai-we would eventually hit
some kind of growth limit. For example, the limil might be climate change or too much population for focd
prodicticn capabitity Even too much dakt can be a lirit, if citizens! incomes don't rise in a corresponding
mannar AL some point. it besomes impossidle even to make interest paymanis f the debt level is too high
indirectly, citizens wages even support business and govarnment dent, because business revenues and tax
revenues depend indireclly an wages

issue #3: Repaying debt is very difficult in a flat or declining economy.

Orce grawth sfops {or slows down tao muen), the d2bt bubble tends to crash, because it is much more
diffic.lt fo repay debt with interast in a shrinking econamy than in 2 growing one

Psopyving 0ong S a8y 1 5 GrOVWARE BIONGEY

Bepaving Ipans s muth morg dificult o a
shrinking ~ o7 fist - evonomy

Figure 4 Repaying loans is easy int e geowing economy, but much more difficuft in a shrinking economy

The government can hide this issue Tor & vary lang tma by rolling nvar oid debf with new debt and by
reducing inerest ratas o prachcally zero Al some point however, the systerm seems centain w fail

Mot all debt iz eguivalent Debt that simcly tlows bubbies in stock market prices has litte impact on
commodity prices in order io keep commaaily prices high encugh for producers to want to canlinue to
produce them, the debt really has Lo get back info the hands of the gctential buyers of the commodities
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Atso, any changes thal t2nd to reduce world rade pusn the wond esonomy {oward canlraction. and make i
hardar to repay debt with interost Thus, sanciions against Russia, and Russia’s sanctions against the US
and Europe, tend to push the world toward dabt collapse more quickly

Issue #4: Rising oil and other commodity prices are a problem, especially for countries that are
imperers of those commodities.

l4ost o7 us ere already aware of this s5ue I off orices fise, of if food prices rise, our salarss do notrise by a
corresponding amoun: We end up cutling back on diseretionary purchases. This culback in dissretionary

purchases lzads lo layoffs in these seclors We ard up with the scenario we had in the 2007-2000 recessiorn,
falling home prices (since ngher-priced homes are giscretionary purchases), failing banks, and many without

jobs S22 my article 34 Suppiv ] 2 Finenn:

The reasen hat low oit and other commodity prices are welcomad by many secple now is because the
spposite-high od and other commicdity prices—-are so tartibie

Issua #5; Falling oif and other commedity prices are a problem, if the cost of production is not
dropping cosrespandingly.

If commodity orices grop for any reason-aven if it is because a dab: bubbie is popping-itis going W affect
how much companies are wiling 1o produce  Theare i3 going 1 be a tendency (o cut back in new producticn
If pricas crop 00 far, it 1 even possible that some companics will lcave the marlet alicgsther

Even if it doesa'tlook like & country "aeads® the current hign of pricz, thare may stll be a problem Gl
expoiters dapand on the high taxes that they are abis to obtain when ofl prices are hugh. § they cannao!
cof'ect these taxes. they may need to cut back an pragrams such as food subsidies and new desalinalion
plants Without these programs, civil disorter may Jead fo cutbacks in oft production

Issua #6: Tha growih in ofl saies to China and fo other emerging markets has heen fueled by debt
growth, This debt growth now saems to be sfalling.

Grovily in ol consumption has mostly beer outside of the Un led States, the Sarapean Union, and Japan, in
the racent past China and other ererging markel countries kept demand for oil high

Oil Consumption by Part of the Warld
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Figure 5 Oii consumption by part of the wond updated through 2013, based on 8P Staiistical Raview of
Worla Engroy 2614 daia
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Ambrose Evans-Patchard rzports, ieveis. He shows

ke following chart of China's growth in debt from all sources, including shadow Banking:

nomace el
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Figure 8. China's tofa! debt, based on chart displayed in Ambrose Evans-Pritchard arficia

This rise in dekt now seems to be slewing. based on a
this staliing debt growth 1s affectimg worid ou and other commodity pnces

. A persen wonders whethar

Leaky Pipeline
Deaspite efforts by China's ¢antral bank to prima the pump, lending plunged
from year-earlier lavals this summer.

3 trillion yuan - " Totai social financing
saw bank loans

Aug.
2014

1 triflion yuan=$162.7 billion
Sources. CEIC; People’s Bank of Chira The Wall Street Journal

Figure 7 Figure from WSJ aricle PROC Shregoies as Gmese Sarovwems Mol 8

Other amerging markets also seam to be experisnaing cutbacks Sincs 2008, He United States. Burope, and
Japan have had very easy monay policies Soma of the money avaitable at low injerest rates was invested in
=t Al According to the adice

investors, iNvastors e laking a more cautious slence on new investmeat because of fear of rising US
interest raes

amerging markets Naow the W3S reports, oo Dimis Fmerming Mo
raing D

Gt course, olher issues affect debl and world commodity demand as well . if interest rates rise, they many
have a tendency to shrink new lending. in general because loans become lees affordable Sanztisns of one
country against anofher, sucn as the US against Russia, and vice versa, also tend to regute demand

Issue #7: Debt bubbles have breen a problem in past coilapses.

According to Jesse Colorho, the Deprassion was to a significant result the resuit of debt bubbles that built
up #3300 » Anather. longertarm cause would seem o be the loss of farm jobs that
oceurred when coal ai!owecﬁ tasks that were previously done by farm workess 10 be done by either electrciy
or by horses pulling metal plows The combination of a debt bubtle and ess of jobs seems to have parallels
16 gur gurrens s&vation

tany beileve the ichoome Lous

htip://oilprice.com/Energy/Qil-Prices/Could-Low-Oil-Prices-Point-To-A-Debt-Bubble-Col...  9/29/2014



Could Low Oil Prices Peint To A Debt Bubble Collapse? Page 7 of 10

Issue #8: if we are facing the collzpse of a debt hubble, it is quite possible that prices of many
commoditics will fall. This could possibly lead ta 2 cellapse in the supply of many fypes of energy
products, more or less simuitaneousiy,

Figura 8, shown betow, is & very rough estimaie of the kind of decline in energy use we could be facing i a
debt collapse izads ta very low prices of many types of fuels simultanzously Prices of many commediies
crashed i1 2008, and it was onfy with reassive intervantien that prices were proppsed up 1o 2011 levals After
the beginning of 207 1, pdces Ezgan sinking again, as shown n Figure *

Tverberg Estimate of Future Energy Production
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Figure 8 Esfimate of future ensrgy production by author Historcal data based on BF sdiusted 10 1EA
groupings

Cieady governments wilt try to prevent another sharp crash in commodity pricas The question s whether
they will be successful in propping up commodity prices, and far how iong they will be successful. in a finie
world, fossil fue! energy production eventually must decline, but we don't know over precisely what
timsframe

Issue £#9: My steep decline contrasts with the “best case” forecast of future oil consuraption given by
It King Hubbert.

. King Hubbert wrote about a scenario wheare another type of fusl complately takes over, before all and
other fossi fuels are phased out He even discusses the pessibility of making liquid fuels using very cheap
nuclear energy The way he represents tre situation is the following:
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Figure 8 Figura from Hubbert's 1856 paper, Yol

in such a scenario, it 1s posable that oil supply will begin (o decline when approximately 50% of resourcas
are exhausted. and the down slope of the curve will follow 2 symmietr ¢ "Hubbert curve ™ This situation szems
0 tepresent 2 best possible case, it doesn’t seem to represent the case we ars facing woday W a debt

col 8pss oocours much of the remaining fuel is likely o stay in the ground

Rptated: Low Bemand, Insraased Supply Conspim To Push Crude Pris
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Issue #10: Qur economy is a networked system. Increasing tebt is what keeps the economy Inflated,
If wages fail to keep pace with debt growth, the system seems likely to eventuatly crash.

I gzevicus pasts, | have represented the econcmy as a self-oraamzed networked systam. consistng of
busingsses, CoMSUMErs, governments fanlly laws, regulations. and faxes). finarcial sysiem, and internationat

frade

Figure 10 Dome consieucied usmy |

One reason e economy is reprasented as nollow is because tha econamy ioses its capability 1o make
goods that are no longer needad—such as bugay whips and rofary dial phones. Anothar r2ason why (f might
he rapresanied as hollow s bageuse dabt s used to "pult it up’ to iis current size Once the amount of deit
starts shrinking, # makes it very difficul: for the econamy ¢ meanntain its stability

‘Many “peak offers” balievs that f we have a2 problem with the financizl system, all we have to do s start ove-
with & new one-perhaps without dabt Everytning | can see says that debt is an assenual part of the current
sysiem We could not extract fossil fuels in any significant quantity without ar everrising quantity of dabt
The prablem we ara encountenng now 1s that onca rescurca costs get oo hign, the debt-based system no
longer works A now debi-based financial systom likely won'Uwork any better than the old one.

If we try 1o build & naw system without fossi fuels we will be really staning aver. because even today's
“renewablas™ are part of the fossil fust system. 3 YWe wilf have o go back fo things that cen be made directly
from wood ard ather natural products witheut 1arge amounts of heat, 1o have truly renewable resources

Notes:

{t] Tnis is really a simplificaton of the real 1ssues Az werd population grows. 1t is necassary o entain an
Increasing amount of ood from the same arsdle land Thus, it 15 necessary to find new processas ©
inciease foud producton, at the sama time that sof s quite possibly degrading. Soitis in 2 sense a “resource
other than fossil fuels " but | have nat mentianad this issue spaciically

Growing poliufion problemis are in some sensa anh indirect cost of extracting fossi fuets and cthar resources
These reprasent anather growing cost that | have not specifically wWeatified. Furihermare, there are indiract
axoensas lhat do nat ‘it neatly iInto any category, such as required desalination plants to handie growing
populations in areas where water 15 scarcs We may reed lo consider mibigalior expenses of &l types as
part of the ‘cost of resource extrachon

My pointis that it becorres mereasingly difficull to offsetthese many costincreases with wechnofogizal
wmnovations Furthermere, if no ¢ranges are made, a largar and larger share of both the workfores and
rasources are requied for mantaining the sias quo, lezving fewar workers and a smaiter quantly of
resourcas to ‘grow” the scenomy

[2) Wind and watar ate sddinonat sources of energy but they are sources of « ¢, Not heat
engrgy. 50 are not heipiul uniess they can be converted first lo electricity, and then to heat In quarnity, they
naver werg very large in pre-fossil fus! days
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Engiang ttaty

Figure 11 Annual energy consumplion per head {magajoufes} in England and Walss 1561-70 fo 1850-2 and
in ltaly 1881-70 Figure by Tony Wrigley from Opening Pandora's Box. Figure originally from Eneigy o
Fevoluton, also by Tony Wiigley.

e

Snerish mcus

[3] OF course, any exisiing “renewable” will continge (0 work untif il needs repairs thet are unavaflable Other
partsa of the aystem {such as clectric ransmission lines, batterics. inverters, and attazhad davices such as
puips) may fal mote quickly han the rehewables themselves

By Gal Tverberg
{Source: www Ourfindsworid sam)
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d reischer on September 23 2044 said:

5o, your cenclugion is that we are hesed ?

Anne on Sepiember 23 2014 said
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T e fair, we ware always hosad iong bafore this my {nend Intsresting lo sea the dett angle brought up
Severa poople scom 1o dizcount the curent CAPEX prazsures. This current Fracking beom is sustained laigely
vty dedt fmuch of which could be calizd junk Bonds) If o draps 165 ow 1hen there 12 no mnsantive 1o o
Fracking as it airzady has & vater high price of axlract on o baginwith. You nead kigh all prices to hreak aven

i hazpened upan Ine aaw soisumear repart isigases by the Federal Reserve (his mordh. The Reserve ngw
admds there [as baen oo recowery for Ihe svorage consumer I stands to reason i fesovery wa've sttn 0
sther saoors will ba showi far ehat i is eventually-A farry taie

Payu Bertan on Seplember 24 2014 saig

1t 5 saig thal ihe Sun e us alt 1he word wide enuigy we nzed for & year in 70 mingtes and we are mureasng
our ahility 1o abesth i by 7% erach year
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