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Historical Pension Plan Facts

L]

]

Began January 1, 1938 with CIGNA as custodian,
Scgal as the actuary

Pre-dates State Teachers’ Pension (1947)

Prudential purchased CIGNA’s pension business 1n
2004

City Charter provides up to $0.06 on the municipal
tax rate for ER pension funding

Pre-Act 60/68 RPS was a City Department
Through 2000 was a success story



Key Plan Changes from 2000-2010

Higher payroll through wage increases
Participation doubled

Plan benefit changes implemented n 2000
Contractual benefit changes after 2000

Annually Required Contribution (ARC):
$964,800 to $5,125,675
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Changes to Plan

[

Benefit increased from 1.5% to 2.0%, 1989
restatement, refroactive to all years of service

No increase in contributions to offset benefit

2001 valuation, recommended ER contribution was
10.22% of payroll, up from 6.5% in 1999

“If the plan provisions had not changed the
recommended contribution....would have been
6.60% of payroll” Segal, 2001 Valuation

City costs exceeded charter cap by 2001



Changes to Plan, cont...

Ll

Changes in “Rule” from 85 to 80 for non-Fire
& Police employees

Reduction m number of years to be vested
from 10 to 5

2000: two separate plans were created—one
for Fire and Police and one for all other
employees

2003: Amortized over 15 years vs. 10



Changes Impacting City Pension Plan Long Term Liabilities, June 2010

. _ | Total Plan Characteristics: B Group Plan Provisions: __ Source of Change: |
Val Date |% Funded | AssetValue ARC  |#participants |Group Benefit % |Rule NEA Westing  |Pension Confract(s}
1983 _ 116.0% ' 315,_5:!?5.?(}0! 509,000 - 542 Municipal | _1._5_0%. 3 a2 mwm |
' Fire +PD  same same same  same
1995 | f020% | 17000900 8578200 647 |wumipal | 7o es e 0| X
_ Firg + FD gama same game SHME
1997 109.0% | $21,887,900| $834000) 583 Municipal | _ 1.75% g5| 62 10
Fira = PL samea same same same |
T1999 | 110.0%  $27,234.000  $940400| 632 |Municipal | 1.78% 80 62 5| x
Fire + FD same same same same
2001 | 99.5% | $33351605,$1,787,160 731 |Municipal 200%) 50] 82| 8| X
Implementation of 1989 Restatement Provisions Fire + PD same SEME same same
2003 95.4% | 538,262,217|$2246572| 769 |Municipal 2.00% 80 52 5 ]
] Redutions to Police Rule and NRA Fre+PD |  2.00%| 80775 6260 5 x
7008 | 91.1% 944048143 $2785751] 850  |Municipal |  200% 80 82 5| I
Fire Rule & NRA same as PD, + 4 yrs military Fire + PD 2.00% 75 60 5 X
2007 §4.7%  $50,695986 $3608,894 906  |Municipal 2.00%| 8075 82 5 X
" DPW rule 75, Fire factor to 1.17, Poilce to 2.5%  |Fire+ PD_ [ 2.0/2.5% 75 60 5 X
2009 60.0% | $48,414,401$5492635] 1018 _|Municipal 2.00%|  S0/75 B2 5 |
Mo Changes Fire + PD 2,012 5% TS &0 5
2010 | €9.0% = 952555207 $6,126675 1033 [Municipal 2.00% 8075 62 5
2010 ARC based on 30 year amortization of UAAL  |Fite + PD 2.0/2.5% 75 &0 5




Contractual changes after 2000

O Police NRA (normal ret. age) reduced to 60 and rule
reduced to 75, by 2003

O Fire NRA and rule reduced to match Police by 2003,
Up to 4 years of military service credited to service
in Fire & Police Plan

0 DPW rule reduced to 75, by 2007

0 Additional factor of 1.17 for Fire (retro) and
prospective benefit increase for PD to 2.5% by 2007,
but with additional employee contributions



Plan Status as of 2001

1 99.5% funded, ARC $1,787,161
Actuarial Value of Asset: $33,351,605
0 Unfunded Liability: $158,783

731 participants

O
0 Recommended ER funding: 10.22% payroll
O

“The increase in plan benefit [to 2.0%] 1s the
primary reason the ARC increased”--Segal, 2001
valuation



Plan Status as of 2010

O O O 0O 0 0O O

69% funded, ARC $5,125,675

Actuarial Value of Asset: $52.555,207
Unfunded Liability: $23,750,472

1033 participants

Recommended ER funding: 19% overall
Assets/Liabilities split between RPS and City

Actual City ER contribution 1s 7.1%,
recommended at 23.76% to 36.66% (attached)



Valuation Summary for the City of Rutland Empleyee's Retirement System - 2010 Flan Year
30 YEAR AMORTIZATION OF UNFUNDED LIABILITY ~
| Board of
L Police Fire ~ DPw General Education Total
- — criy i {9 gt Gty s N
1. [Total Normat Cost: 389350 201,321 3822811  —247579| 2801619 3,798,160
2. [Expected Employee Contributions: 142 228 56,406 45 057 34,060 7B4532] 1,085,573
" 3. " |Administrative Expenses: 6,486 6,633 6,360 4,745 35791 60,000
4. |Employer Narmal Cost as of January 1, 263,560 149 458 320584 207,366| 1862578 2,792,576
20110: (1) - (2) +{3) - : -
5. |Actuarial Actrued Liability: 8205 540. 8,436,053  80B7.824| 6,035,337 45517.922; 75305676
5. |Actuarial Value of Assats: 5268,867| 5424203, 5200318  3,882537| 32,759,258 52,555204
7. |Unfunded Actuanial Accrued Liability 2936673  3.011,830] 2,887,506 2,155,800 12,758,683 23,750,472
(UAALY () - (B): .
3. |Amortization of UAAL Over 30 Years 260,857 267,533 256,480 191,464 1,133,319 2,109,693
Payable December 31, 2010: .
5. |Emplover Nomal Cost as of December 2I3ETT 161 415 355,550 223,955 2,000,784 3,015,882
31, 2010
Board of
Police Firg DPW  General | Education Total
11, [Covered Payrol: 2250441  1.168.917| 2,252,861  1.748021 19,493,588 26914828
12, |Total Recommended Plan Contribution for 876,962 487,444 657,497 450,410 3918635 6,191,249
| |2010 Plan Year e :
13. [Total Plan Contribution as a % of Covered; 30.08% 41 66%! 29.18% 20.10% 23.00%
F'aj,rrcll_
14.
15, |Expected Emplayer—; Contnbutlons as a %
of Covered_Payroll _________
) R&mmn'llended Emplo:.rer Cmntﬂbutmn as DE“‘E 19.04%
a % of Covered Payroll:




Impact of Changes to Pension

The Big Picture is unsettling:

o0 Despite an increase in assets, the pension 1s
underfunded and trending down

o ER _contributi(jn is unrealistic at current levels,
ARC 1s $5 million +

0 Taxpayer liability is real, beyond the cap



Impact of Changes to Pension, cont.

However, some recent positive changes:

July 1, 2010 prospective change to
Board of Ed benefit, changes ER liability
from 16% to 10% (see chart)

Change to 30 Year Amortization reduces
ER obligation about 2%




. ! . : e
30 AMORTIZATION OF UNFUNDED LIABILITY AND EFFECT OF SCHODL BENEFIT REDUCTION ™

e ErpISVET CaRR B
Sckiber a1, 2010/(8) %49

Recommended Employer Contribution as
a % of Coverad Payroll;

23 TE%

38. Eﬁ%

Board of,
L | _Polies Fire DEwW General | Education Total
Letn | Lot Oig Uiy | rﬁﬁa
1. [Total Normal Cost: 389 350 264,321 368 261 237,579,
2 [Expected Employee Contributions: 142 228 58,406 45,057 34080 7eassz[ 1085573
" 3. |Administrative Expenses: 6,466 6633 5,360 4745 35791 60,000
4. |Employer Normal Cost as of January 1, 253,500 149,458 329,554 207,366 772,198 1,712,196
J2010: (1) - (2) +(3) et
5. |Artuarial Acerued Liability: 52255400 5436053 8087824 6038337 455179221 75,305,576
5. |Actuanal Value of Assets: 5288867 5404223 6200318 3,882,537 32,759,250 52,555204
7. |Unfunded Actuanal Accrued Liabiity 2,936,673  3,011,830] 2,867.508) 2,155800 12,758,663 23750472
(UAAL) {5) - (B). :
8. |Amortization of UAAL Over 30 Years 260,857 267 533 256,490 191404 1,133,319 2,100,693
Payable December 31, 2010: . |
8. [Employer Normal Cost as of December 273,877 161,416 355,850 223,555 833,074] 1,649,172
31, 2010 i
Board of
B _ Police Fire \ DPW Geheral Educafion Total
I R WO
11. [Covered Payroll: S3Bh.441| 1169.817| 2,252,881  1,748021] 10,403.530] 26,014.629
12, [Total Recommended Plan Contribution for B76,562 457 444 557,487 450,410 2,752,125 5,024,428
___ JeotoPlan Yesr . _ :
13, |Total Plan Contribution as a % of Co'u'eredl 30.08% 41.66% 29.18% 25.77% 14.12% 18.67%
Paymll - _ :
15. Expected Employee Cﬂr!tnhutlons as a % 6.32%
of Cuuered Payroll X

A

}%’WFM
e T
ATl 7/ 2a00
Fo ile



OPEB (City only)

O 00 0O O

O

Other post-employment benefits=retiree healthcare
Unfunded hability: $15.9 million
ARC: $1.6 million ($0.16 on tax rate)

City has used “pay as you go” model, no planning
for future costs, required to report in FY 2009
City of Burlington: $3.9 million OPEB; stop at age

62, 50% co-payment of premium, no spousal
coverage



OPEB—increases 1n costs & benefits

O BCBS cost increases: 13% per year

0 High cost plan/low deductibles ($10 OV, Rx
$5/10/25), 2010 Family: $22,945 annual

0 Low premium co-payment (10%, 4% cap)
O Coverage to age 635

O Increased benefits for spousal and/or family
coverage for retirees since 2000

0 New federal legislation: Dependent coverage
required to age 26 (2011), W-2 reporting (2011), ER
tax exposure potential of 40% (2014)



Solutions for Pension & OPER?

Reduction in benefits
and/or
Increases in contributions

... will provide the structural changes
needed to create future solvency
and financial stability for the City



Contractural Changes Impaciing OPEB Costs, June 2010

Comm-::t Years Healmcare mesmns |Ref|rement AgeIRule

FDLICE N ————— ; i LT o mn e i T

1995- 1993 Fﬂremlum Pa;d 100% b:,r Dlty fr;}r ar;twes Blue Cmss JW F‘Ean No man’u:leﬂ:mr:..ur ret:rement age Rule r:sf B{}

19982001 :Conversion to VHP Pian, vision & chiropractic added. VHP at 100% premium paid by | No mandatory retirement age, Rule of 80
City, JW plan co-payment of premium required: 5%, then 7.5% far active employees
only. No refires benefits outside VERPs,

2002-2005 ‘mm VHP 100% premium paid by City, JW Plan 10% premium co-pay. Refirees Mandatory retirement age of 60, rule reduced
offered up to 2 person healthcare for the first time with 10% premium co-paymant 10 Th. Up to 4 years military service added as
for either JW or VHP to age 65. a credit to peansion service Years.

2005-2009 100% VHP or VFP premium paid by City. JYV grandfatherad and employee pays the  Minimum reticement age of 50 with staged
difference between JW and VHP costs. Retirees offered 2-person healthcare up to  |premiums with 100% at age 58,
age 65 with spousal coverage to age 65, with family coverage offered if the retiree
pays the dlﬁerence in cost.

FIRE T S CEnE : """ e s il e e s L T

1993-2000 Prerntum Pa1d 11]0% I:J:.r Crty for actwes Blue Cross JW Plan Nr:: renree I::enef‘ ts Nr: mandatory retirement age, Rule of 80

2002-2005 2004 VHP 100% premium paid by City, JW Plan 10% premium co-pay. Retirees 'Mandatory retirement age of 80, rule reduced
offered up to 2 person haalthcare with 10% premium co-payment for either JW or 10 73, Upto 4 years military service added as
VHP to age G5 for the first time. 550 deductible and $5/10/25 Rx co-pays specified in @ credit to pension service years.
contract. BCES 2004 renewsal experienced a 17.9% increase.

20052008 100% VHF or VFP premium paid by City. JW grandfathered and employee paysthe  Minimum retirement age of 48 with staged
difference between JW and VEP costs. Retirees offered healthcare up to age 85 (not 'premiums with 100% st age 52

__ restricted o 2 person). N o

2003-2011 Employees and retirees contributing 10% of premium costs with a cap of 4% of annual  |No Change

19982001

s:alan_.r ar pens:on ar'lr'n.ut;.,ur by FY 2010

i Ccnrwersmn tc VHP Plan, 100% premium paid byr 'IZ.‘.th..r JW premlum cu-pa:,rmeni 5% Mo rr'uatr'u:af:a:uri_.,.r retlrement age, Rule c:uf Bﬁ

Vision & chiropractic added to VHP, 100% premium paid by City, JW plan 7.5% No mandatory refirement ags, Rule of 80

100% VHP or VFP premium paid by City. JW grandfathered and employee paysthe  Rule of 75, no mandatory refirement age.
difference between W and VHP costs. Refirees offered 2-person healthcare up to

then 7.5% nextyear. No refirge benefits oulside VERPS.
2001-2004

premium co-pay. Nr: Raliree benafits.
o0a 26

age 65 with spousal coverage to age 63.
2007-2010

Emp[uyees and retiress contributing 10% of premlum costs with 2 cap of 4% of annual  Minimum retirement age of 58. Upto 4 :,rears
salary or pension annuity by FY 2010 military service added as a credit o pension
|senr|'ce years.




Key Strategies

1.

Curing structural funding problems 1n
Pension and OPEB will reduce the annual
costs to the City and long term liabilities

Pension: (re) define the ER:EE ratio (City)?
Pre-2000, total 8% of payroll (6% ER/2%EE),
$1 million ARC, Ratio 3:1...

2010, total 31% of payroll (27%ER/3.8%EE)
$2.3 million ARC, Ratio 7:1...



Key Strategies, cont...

Create an employee-funded OPEB trust?
(Burlington, Fire & PD)

4. Stakeholders need to work together to solve this
issue—including administration, employees, policy-
makers—so that current & future taxpayers will not
face an undue burden

42

Move information? Wendy Wilton, City Treasurer
773-1800 x231, www.rutlandcity.com



