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Meeting of the Committee Members
Agenda 
August 5, 2014 5:00pm – 7:00pm
BCA Art Gallery 2nd Floor Conference Room
135 Church Street, Burlington Vermont 05401


Present:  Mayor Weinberger, Councilor Knodell, Councilor Bushor, Joe Keenan, Bob Hooper, John Federico, Jim Strouse, Bob Rusten, Eileen Blackwood, Brian Lowe, Councilor Paul

Absent:  Councilor Mason, Jeffrey Wimette, Mike Flora, Bill Rasch, Susan Leonard

Meeting Began at 5:08pm

5:00pm – 5:05 pm	Approve Agenda
	Jim Strouse moved, Bob Hooper seconded
	Unanimous

	Review and Approval of July 14, 2014 meeting minutes
	Bob Hooper moved, Joe Keenan seconded
	Unanimous

Review and Approval of July 29, 2014 meeting minutes
	Councilor Bushor moved, Jim Strouse seconded
	Unanimous

5:05pm – 5:10pm 	Public Comment
			Ron Ruloff

5:10pm – 5:15 pm	Review July 29 Discussion: What Key Points Did the Committee Take Away From the Discussion?

Councilor Bushor:  One thing I wanted to raise is how our system is structured and whether it is appropriately attracting younger workers.  A second point is the Boston College model – it is an interesting option I think we should discuss.

John Federico:  By personal preference, I would like to look at comparable systems not in the private sector and within the U.S.  There should be plenty of models to draw from within that pool.

Bob Rusten:  Any other?  Seeing none, the purpose of tonight’s meeting is to review as a group ideas that we would want Keith to consider – key problems with our system beyond what we’ve discussed, questions about system structure that could address these problems, and direction to Keith to help us to address these.  


5:15pm – 5:45pm 	Determine if there are any other key problem areas with the current retirement system structure to add to the five previously identified: unfunded liabilities, city contribution amounts; retain/recruit employees; complexity; and citizen support of system.  	
Open Committee Discussion

Bob Rusten:  From the beginning, we’ve looked at five general goal areas:  (i) taxpayer contribution;  (ii) recruitment and retention, (iii) unfunded liability, (iv) voter support of the system, (v) complexity of the system.  What other problems to people see?  
(Eileen Blackwood notes problems on a whiteboard)

Councilor Knodell:  City currently bears all the risk

Mayor Weinberger:  Specifically to that point, it is the mortality, market, and inflation risk

Councilor Bushor:  Troubling that some retirees can earn more than when working

John Federico:  Constant discussion of retirement issues is a difficulty in relationships

Councilor Bushor:  Complexity of the system

Joe Keenan:  Uncertainty about the system going forward creating fear for employees

Brian Lowe:  The Burlington system diverts from national norms on a number of dimensions

Bob Hooper:  Clarity on what retirement system should do

John Federico:  How past decisions affect the present

Mayor Weinberger:  Length of time needed to vest is outside the norm, could be inhibiting our ability to recruit younger employees

Bob Rusten:  I would add looking at this list that our system is not predictable – that contributes to the fear point Joe made.  Anything up there people don’t understand? (none)  Anything that people think should not be on this list? (none)

5:45pm – 6:15pm 	Brainstorm ideas to address these identified problems by structural modifications to our current system.
	Open Committee Discussion

Bob Rusten:  So, given this, what ideas would people propose – just ideas – that could help address these problems?

Councilor Knodell:  Shared risk – a system that shares the risk/return.  This could be hybrid DB or DC plans or the New Brunswick model

John Federico:  To change complexity, benefits that are small for all class A and all class B

Jim Strouse:  Disability – except for on-duty, to follow social security guidelines

Councilor Bushor:  Set target percentage of income-retirement benefit provided – with or w/o Social Security

Mayor Weinberger:  Found Keith Brainard’s point compelling about setting targeted conditions for future changes or defining the thresholds for new changes – make it predictable, in other words, in part to address the concerns Joe and John have raised.

John Federico:  Modernize the system – improved system administration

Councilor Knodell:  Expanding our pool – joining VMERS, for example – to share risk

Mayor Weinberger:  We need to understand the consequences of moving in line with national norms that Keith Brainard has identified
Joe Keenan:  On performance benchmarks for the system itself, having an automatic adjustment element would help reduce some of the uncertainty.

Councilor Paul:  There needs to be an incentive to encourage employees to retire but delay their benefit for 5 or 10 years and in return to get a better benefit – deferred compensation.

John Federico:  Systems should incorporate a second opinion – validation could help us avoid certain problems.

Councilor Bushor:  I don’t see on the list we have here anything that addresses the recruitment question.

John Federico:  Can understand the need to want to be portable for some folks in the City, but in my world, you want people to be here for a long time – it doesn’t make sense to emphasize a portable system to them.

Bob Rusten:  So a more targeted, less cookie-cutter approach to the system?

Jim Strouse:  You could carve out more portable jobs.

Councilor Knodell:  BBA meeting recently suggested a DB program for public safety and a DC program for everyone else.  A kind of hybrid model by service type.  

Councilor Knodell, continuing:  I don’t see much up here yet that could help us address the unfunded liability.

Councilor Paul:  Deferred benefits or components of the New Brunswick model could potentially address this.

Mayor Weinberger:  It sounds like the City is paying substantially more into the retirement system than other cities do – bringing that into a national norm would mean increased money in the system. 

Joe Keenan:  Where the system is and where we need to bring the system to call it fixed – I don’t yet have a clear sense of what makes a system healthy.  We need to implement a system and benchmarks to be in a healthy place, but we also need to know what it means to be in a healthy place.  For example, will the systemic changes that BERS is considering be sufficient to get us to a healthy place?

Councilor Knodell:  I would strongly second that – we need a clear sense of what the dollar figures of the problems are.  Otherwise we’re dealing with these problems from a level of abstraction.

Bob Rusten:  Not all of these problems listed here (on the poster paper) have a $ associated with them.

Bob Hooper:  Consider system based on age and years of service – you can work 20 years and be retired for 40.  Further, important to know relative competitive balance relative to other municipalities

Jim Strouse: Define what is an acceptable level of contribution.  Our system, for example, is not integrated with social security.

Bob Rusten:  For example, Keith Brainard’s point that the City contributes 80 percent and the national average is close to 70 percent

John Federico:  There’s City contribution, and there’s employee contribution.  Hard to know how to judge what is appropriate for these separate components.

Bob Rusten:  I am hearing from you that you want clarity on the criteria by which contribution levels – 2, 3, 5 percent or 70 percent – are defined.

John Federico:  Yes

Councilor Knodell:  Jim, can you explain more about what you mean with integrated with social security?

Jim Strouse:  The Burlington system does not consider social security when paying out retirement benefits.  Other systems take into account SS payments and adjust their system accordingly.

Eileen Blackwood:  There are many ways to integrate a system with SS – not just a dollar for dollar trade-off.

Bob Rusten:  Looking at the problems we have on the list now:

· City bears all the risk?  We have the idea of expanding the pool.
· Retirees can earn more than when working – We could institute a cap on benefits, just a question of what level
· Not predictable?  Yes we have ideas listed here (Group)
· Not stable – constant discussion of changes? Yes (Group)
· Employees choosing which multiplier – could be done at an earlier time 
· Past decisions affecting the present – that is just a fact (Councilor Bushor)

Jim Strouse:  Nothing we do should change retiree benefits, except for enhancements.  That should be on our list.  Further, we shouldn’t impact currently accrued benefits for current employees.

Mayor Weinberger:  In current system, employee contribution is returned with interest when employee leaves before vesting.  City share does not come back in, however.  That is outside norms and needs to be looked at. 

John Federico:  Not clear on this, because if the employee hasn’t vested, what happens with the money?  City isn’t paying benefits, person is gone.

Joe Keenan: By talking it through, the employee put money in and took money out.  Interest is paid, but impact on City is not clear.

Mayor Weinberger:  That makes sense – that may not be an issue.


6:15pm-6:55pm	Evaluate brainstorming ideas to identify specific possible structural modifications for Keith Brainard to investigate and analyze. The goal will be to identify structural changes that may solve or lessen one or more of the problems without making worse other identified problems and to create a reasonable list of acceptable possibilities for Keith Brainard to fully investigate and analyze. 

Bob Rusten:  We need to give some guidance to Keith.

Councilor Paul:  We could try to group some of these ideas, down to say seven or eight groups and bring it to Keith.

Eileen Blackwood:  Some of these items are tasks, some are strategies.  For example, funding level – is that something we should task Keith with or ask him about?  Or is it something we strategize about here.

John Federico:  That is something I couldn’t quite put my finger on.  I’d like to have some sense of where other municipalities are as I consider this

Bob Rusten:  We had a discussion of goal-setting earlier – UAL eliminated in one year or ten, 85 percent funded or more, etc.  Should we try to go back to that discussion, or give Keith guidance?  Do we want to take time to review goals and targets, or focus on structural changes to make a recommendation to Keith.

Jim Strouse:  At last meeting we had discussion of how we got where we are – subsequent to that I started creating a spreadsheet where I think I can identify year by year the causes for increases in our UAL.

Councilor Bushor:  If we have general goals, Keith can help us define a plan to meet our goals.

Councilor Knodell:  If we review the work Jim is considering, and realize we can’t prevent repeating the problems of the past – market crash, etc. – then we’d need to look at a redesign of the system.  We don’t want to be in a position where retirees are worried about leadership changing tacks.

Eileen Blackwood:  In response to Councilor Bushor’s comments, I see Keith as getting guidance from us and developing a plan.  We seem to have an appetite for a defined benefit / defined contribution hybrid.  We should ask Keith to evaluate the effectiveness of some of these proposed changes

John Federico:  Cost reward – hybrid is potentially layers of complexity on top of what we already have.  This group is better set up to choose what we want to pursue, and Keith is in a position to evaluate the associated risk and reward.

Bob Hooper:  These decisions are not panaceas, and could be long-term.

Bob Rusten:  At least Keith could tell us if it makes things worse, in addition to whether it addresses our problem.

Councilor Paul:  Exactly.  Some potential issues with DB / DC hybrid plans.

Bob Hooper:  Need Driscoll or an actuary to review such a plan.

Eileen Blackwood:  Driscoll is going to need to review no matter what plan comes forward.

John Federico:  Keith could tell us if an idea makes no sense based on what’s happened with other municipalities.

Councilor Knodell:  What about asking Keith to look at several shared risk models, and coming back with some ideas about effectiveness for us.

Bob Rusten:  So we could take the list we have here, strike things people do not want reviewed, and Brian and I can consolidate it and give it to Keith.  (agreement)

Councilor Paul:  Pull the idea of Class A DB with Class B DC – the pool is just too small for DB, and it could create issues within the City.

John Federico:  I disagree – this is something that’s been done in America, and I’d like to hear what Keith thinks.

Jane Knodell:  Shifting completely from DB to DC is an idea that is not up here, and I don’t believe should be.  I do think, though, that we need to do our due diligence as to why it would not work  and get it reviewed.  I got the DB/DC split by class A/B idea from the BBA meeting, where there was support for such an idea.

Eileen Blackwood:  I’m assuming that you are not going to have each of these ideas within each model, correct?

Mayor Weinberger:  What about a different approach?  If I were to tell Keith to solve my problem, it would be increasing taxpayer costs are crowding out other potential investments for the City.  I need a solution that gets the taxpayer contribution to drop for say five years and then grows with inflation after that, and gets us, relatively quickly out of the danger zone we are in – for example we are below 70 percent funded and I believe that is considered a dangerous place for a system by GASB – and doesn’t need to be reopened in three years (or, if it is, is done on terms that are agreed to ahead of time).  We still give him this list – but we give him specific criteria for him to work from.

Councilor Bushor:  I thought Bob and Brian were going to frame this (the write up on the poster paper) for Keith by presenting what we’d come up with here.

Bob Rusten:  I think this was a productive discussion.  Are people okay with a hybrid discussion of what Miro and I said – with Brian and I framing the discussion with Keith along the lines of what Miro has laid out? 

Councilor Knodell:  If you have the taxpayer contribution stable or decreasing, and contributions generating new money into the system, that limits your options right?

Mayor Weinberger:  I think there is actually a lot to work with here, in terms of what BERS is looking at – which could free up potentially millions of dollars.  The reality of what has happened in recent years needs to be addressed.

Councilor Knodell:  It may need to be considered over a longer timeline – I don’t want to do something over three years that creates a problem in 20 years.

Mayor Weinberger:  On that, agreed.

Bob Rusten:  So Brian and I will talk with Keith consistent with this discussion here, BERS is working on actuarial assumptions, Jim is working on the history, and unless there are objections, I will see you all in two weeks. (agreement)

Meeting ends at 6:49pm.

6:55pm – 7:00pm	Input for Next Meeting Agenda 
	All



Next Meeting Time: 	Tuesday August 19, 2014 (BCA Art Gallery, 2nd Floor Conference Room) 
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