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CHIEF ADMINISTRATIVE OFFICER

\ ) City of Burlington
City Hall, Room 20, 149 Church Street, Burlington, VT 05401  Voice (802) 865-7000
Fax (802) 865-7014

TTY (802) 865-7142

To Mayor Peter Clavelle
City Council

From Brendan S. Keleher, CAO

Date: 10/19/05

Subject: Employee Retirement Benefit — An Overview of Discussions and
Analysis since FY 2000

I have assembled a chronology and a set of key documents illustrating the analyses,
reports, and discussions since FY 2000 on the subject of the employee retirement benefit. The
chronology lists most, if not all, of the key events as indicated by my review of the records. The
documents included, I believe, while dense and technical at times will provide the reader with a
detailed record of the changes in the plan benefit, the analyses of the cost of these changes and

the assumptions behind these analyses.

A careful review of the assembled materials will show, I believe, that a good faith effort
to improve the benefit for employees based upon the then currently available professional advice
has proven to be unsustainable. The analyses available through the Retirement Board in 1999 and
2000 indicated that based upon the financial health of the retirement system the benefit could be
increased without significant increase in the annual cost to the city. This was the premise
employed by all parties I believe to propose, respond to, and ultimately agree to the increase in

benefits.

Time and the investment markets have not been kind to the assets retirement system.
- Similar analyses performed today show that the once affordable benefit is no longer sustainable.
~ Annual costs today far exceed those projected in 2000. The projected future costs if the benefit

levels are not addressed are of even greater concern.

: I trust that you will find this assembly of materials helpful in furthering your
understanding of the current challenges that we face with the employee retirement benefit.

Cc: Retirement Board
City Attorney
PN Human Resources Director




'RETIREMENT FUND DISCUSSION
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Calendar Year 2005

Section 1:

Section 2:

Section 3:

~ Section 4:

Section 5:

Section 5A:

September 20, 2005 Memorandum from Mayor Peter Clavelle to All City

Employees re City Retirement Benefits, including:

" How Have Employee Costs Grown?: Comparison of Total Benefit
Costs as a Percentage of Payroll, FY2000 and FY2006;

* Summary of Salaries/Wages & Benefits for Fiscal Years 2000 and

2006 for all City Funds;
* Projection of Payroll/Benefit Costs for FY2007;
* General Fund Tax Contribution to the Retirement System;
* City-Wide Retirement/FICA Costs.

Overview Section 1: This memorandum was circulated to all city
employees in September 2005 and was the basis for a open meeting
discussion held with Mayor Clavelle and interested employees.

1999 —2005: Chronology of Key Events: Meefings, Communications,
Reports, Re: Retirement Fund. Note: This Binder includes selected items

from the above referenced list.

Overview of Section 2: This is intended to provide a summary of the
dialog and correspondence associated with the Retirement Fund fundmg

and benefit question.

September 6, 2005: City Council Resolution “AMENDMENTS TO THE
EMPLOYEE RETIREMENT ORDINANCE”

Overview of Section 3: This Resolution requests the Priority Setting
Committee to review the Retirement ordinance and report back by
November, 2005.

July, 2005 Analysis of Alternate Assumptions on Future Rate of Retum
on Plan' Assets;

April/May 2005: FY2006 Retirement Budget Estimate Prepared by
Cynthia Davis, Retirement Administrator;

April 2005 Retirement Board Meeting
May 2, 2005 City Council Meeting

Tables and Charts 1llustrat1ng the history of the Retlrement Fund,

1nclud1ng
- Retirement Cost to the General Fund: 1995 — 2005;

= Retirement/FICA Tax Rate 19995 — 2005;




Section 6:

= City of Burlington Annual General Fund Retirement & FICA Cost;

= Status of Funding Ratio: Burlington Employees Retirement Plan:
1995 - 2008;-

= City of Burlington: Retirement System Funding Ratio: June 1999,
June 2005, June 20035; . _

» City of Burlington: Annual Retirement Contributions as Percent of
Pay; _

* Public Retirement Fund Survey: FY3003.

These summaries illustrates general fund costs and tax rates, a history of
the funding ratio (assets/liabilities) for the retirement system, cost of the

. plan as a percentage of employee pay and a brief comparison of data from

the 2004 Public Funds Survey. This summary includes a comparison of
actuarial recommendations with budgeted amounts.

This was distributed at the April, 2005 meetmgs of the Retirement Board,
the April 25, 2005 meeting of the Board of Finance and the May 2, 2005
meeting of the City Council.

February 11, 2005: Report from Mellon F inancial Company (Actuaries) to
the Members of the (Retirement) Board re “REPORT ON THE FIFTY-
FIRST ACTUARIAL VALUATION OF THE BURLINGTON

- EMPLOYEES’ RETIREMENT SYSTEM, PREPARED AS OF IUNE 30,

2004”;

Comments on the above Report: Annually the Retivement Board has the
consulting actuary (Buck Consultants/Melon) do an actuarial valuation.
This is the June 30, 2004 report; the 2005 valuation has not been
completed. This Report includes a description of the plan, the annual
recommended funding requirements, the funding requirement as a

. percentage of employee wages and the plan funding ration of assets to

liabilities. In addition the report gives projections based upon current
Dplan features FYO07 through FY2015 including: the annual recommended
Junding requirements, funding requirement as a percentage of employee
wages and plan ﬁmdzng ration of assets to liabilities.

Calendar Year 2004

Section 7:

Section 8:

Assumption Changes Approved by the Retirement Board as Reflected in

~ June 30, 2004 ’Actuarial Report (See Above Section);

May 24, 2004: Resolution ANNUAL APPROPIATION AND BUDGET
FOR FISCAL YEAR BEGINNING JULY 1, 2004 '

Comments on the above Resolution: The City Council on May 24, 2004 as
part of the Resolution on the FY05 Annual Budget Appropriations
requested a report back form the Retirement Board on the status of the




Section 9

Buck Consulting actuarial assumptions. The Resolution also stated that
the City Council “strongly urges the Retirement Board to adopt those
amendments to the aSsumptions, or show cause to the City Council, on of
before July 12, 2004, why these amendments have not been adopted”.

The Retirement Board subsequently adopted, in part, the Buck Consulting
recommendations; however, these came only in time for the June 30, 2004
valuation which was then used to as the basis for the change in the FY06

Budget.

For Reference:

The Actuarial Valuation Is used to the Budget
Jfor the period ending:- Jor the Fiscal Years
: below:
6/30/02 FY 2004
3/30/03 FY 2005 -
6/30/04 FY 2006
6/30/05 FY 2007

February 3, 2004: Report from Mellon Financial Company (Actuaries) to
the Members of the (Retirement) Board re “REPORT ON THE FIFTIETH
ACTUARIAL VALUATION OF THE BURLINGTON EMPLOYEES’
RETIREMENT SYSTEM, PREPARED AS OF JUNE 30, 2003”;

Calendar Year 2003

Section 10:
Sectionhl 1:
S.ectibn.lz:
Section 13:

Section 14:

Section 15:

December 18, 2003 Memorandum from Brendan Keleher to Cityof
Burlington Department Heads Re: Retirement Plan;

December 1, 2003 Resolution “THE BURLINGTON CITY
EMPLOYEES RETIREMENT SYSTEM”

August 11,2003: Report by Brendan Keleher: Retirement Plan
Discussion before City Council Executive Session;

August 2003: Selected Public Retirement Plan Benefits compiled by
Cynthia Davis, Retirement Administrator;

March 25, 2003: Memorandum from Brendan S. Keleher to Mayor Peter
Clavelle and City Council Re: Burlington Employees Retirement System,
and March 20, 2003: Report by Richard Beck and Christopher Clarke,
Buck Consultants, Re: “Burlington Employees’ Retirement System””;

March 19, 2003: Memorandum from Buck Consultants to Members of the
(Retirement) Board re 2002 Experience Study; -




| for the period ending: Jor the Fiscal Years

The March 19, 2003 report form Buck Consulting Actuary contained
recommendations that, if adopted by the Retirement Board, would have

- improved the ration of assets to liabilities and in turn, reduced the

recommended annual contributions contained in the annual valuation as
of June 30, 2003 which served as the basis for the FY2005 city budget.
The Retirement Board did not adopt these recommendations in time for
the June 30, 2003 valuation of the Fund.

For reference, the timing of the Actuarial report that provides the
information needed for the development of the city budget is as follows:

The Actuarial Valuation Is used to the Budget

below:
6/30/02 : FY 2004
3/30/03 FY 2005
6/30/04 FY 2006
6/30/05 FY 2007 .

Calendar Year 2002

Section 16:

Secti_on 17:

Section 18:

‘April 5,2002: Letter form Richard K. Beck, Principal and Consulting

Actuary Buck Consultants to Mrs. Cynthia L. Davis Retirement
Administrator, re discussion of annual cost of living adjustment
assumptions used to calculate benefits;

March 19, 2002: Summary Observations from Brendan Keleher presented
to the March 21, 2002 Retirement Board Meetmg Re: Actuarial Ana1y51s
Provided by Buck Consultants;

Comments on the above letter: This letter is alerting the Board to.

- reduction in the asset value of the system and potential impact on the

health of the system, and need to consider changes to the benefit.

March 4, 2002: E-Mail from Brendan Keleher to Bill Mitchell and Joe
McNeil Re: Retirement Cost Projections;

Section 19:

. Calendar Year 2001

Summary.of Various Union Contracts, Including:

= November, 2001: Agreement between IBEW and Clty of
Burlington;




- * December 2000: City-AFSME Tentative Agreements for years
5 July 1, 2000 through June 30, 2002;
- » Tentative Agreement between the City of Burlington and the
- Burlington Police Officers’ Association;
®  Resolution “AUTHORIZATION FOR ACCEPTANCE OF
- COLLECTIVE BARGAINING AGREEMENT WITH THE
BURLINGTON FIREFIGHERES’ ASSOCIATION;

Calendar Year 2000

Section 20:  August 14, 2000: Memorandum from Brendan Keleher to File re:
Retirement Tax Rate analysis; ‘

Section 21:  July 3, 2000: E-Mail from Chn'stophér A. Clarke, Buck Consults to
' Cynthla Davis, Retirement Administrator re: Class B Contnbutlon

Projection;

June 12, 2000: E-Mail from Christopher A. Clarke Buck Consultants to
¢ : Cindy Davis, Retirement Administrator re Burlington Projected .
Contribution for Class A Employees, and;

June 12, 2000: E-Mail from Bryk Joel to Cynthia Davis Retirement

{ ) . Administrator Re: Offset Improvements with Future Actuarial

June 8, 2000: E-Ma1l from Christopher A. Clarke Buck Consultants to
! Cynthia Davis, Retirement Administrator Re: Cost Estimate;

Calendar Year 1999

Section 22:  December 3, 1999: Report from Class A Study Group (Members: D. -
Contois, M. Kost, J. Sonic, J. Marrier, B. Keleher, P. Walsh) to Mayor
Clavelle, J. Knodell, M. Gardy, B. Perry, S. Bushor, J. Strouse, M. Kost,

B. Keleher, G. Gilbert, T. Green,; T. Middleton, R. Albery, S. Bourgiois, J.

Lewis, re “THE FINAL REPORT OF THE CLASS “A” STUDY
GROUP”

- Comments on the above Report: The Committee reviewed the funding
status and benefit levels of the retirement system and made
recommendations of benefit improvements. The report includes the
summary of the analysis and cost impact of the changes performed by
Buck/Mellon.

&) ~ Section 23: ~ November 22, 1999: Report from Class B Study Group (Members: J.
S Strouse, Robert Albery, P. Paquette, M. Ushakova, W. Rasch, B. Keleher,

K. Labounty) to Mayor Clavelle, J. Knodell, M. Gardy, B. Perry, S.:
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Bushor, J. Strouse, M. Kost, B. Keleher, G. Gilbert, T. Green, T.
Middleton, R. Albery, P. Paquette, B. Grimes, L. Atkins, T. Watkins, re
“THE FINAL REPORT OF THE CLASS “B” STUDY GROUP”

Comments on the above Report: The Committee reviewed the fundzng
status and benefit levels of the retirement system and made
recommendations of benefit zmprovements The report includes the
summary of the analysis and cost impact of the changes performed by
Buck/Mellon.
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September 20, 2005

Memorandum from Mayor Peter Clavelle to All City Employees re
City Retirement Benefits, including:

How Have Employee Costs Grown?: Comparison of
Total Benefit Costs as a Percentage of Payroll, FY2000

~and FY2006;

Summary of Salaries/Wages & Benefits for Fiscal Years
2000 and 2006 for all City Funds;

Projection of Payroll/Benefit Costs for FY2007,

General Fund Tax Contribution to the Retirement System;
City-Wide Retirement/FICA Costs.

This memorandum was circulated to all city employees in

)
/ September 2005 and was the basis for a open meeting discussion

held with Mayor Clavelle and interested employees.
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September 20, 2005

- To: All City Employees
From: Mayor Clavelle
Re: City Retirement Benefit

I want to address with you fhe issue being most actively discussed among City employees — our pension plan,
its troubles, what we are trying to do about it and why. '

Historical Background
Our pension plan was in wonderful shape as of the year 2000. It was fully funded, with assets well in excess of

obligations. The retirement plan was, according to professional actuarial advice, “very healthy.” Based upon
this advice, we believed that an increase to the benefit level could be made with no additional cost to employees
and only modest cost to the City. Benefits were improved in two respects. The “accrual rate” was increased so
that advancement to maximum benefit could occur more rapidly. Employees past service was also recalculated
at the new rate of accrual. Additionally, the “early retirement penalty” was reduced.

2000 to Present :
The optimistic expectations concerning the continued health of the plan did not materialize. The significant

downturn of the stock market and what has been referred to as the “‘perfect storm” of lagging economic
' Qerformance, Jpoor stock market returns, and record low interest rates’ reduced the overall asset value of the
i lan from approximately $120 million to approximately $79 million. It now stands at just over $100 million.
~The assumption made in 2000 was that the enhanced benefits could be sustained without a significant increase
in the level of employer contributions to the plan. This has proven not to be the case. The amount of additional

money required to fund the benefit has increased dramatically. -

Response to Date

At the urging of employees, we took a “wait and see” approach, waiting to see if the investments of the plan
bounced back sufficiently to correct the problem. They have not and the problem remains.

As it became more obvious that waiting alone would not be successful, additional steps were taken. These
included the engagement of consultant services to provide advice as to what to do. The consultants determined
that either the benefits needed to be scaled back or contributions to the plan dramatically increased in order to
keep the plan healthy. The consultants’ extensive report was widely circulated to employee repreg,entatives.

At my request, my administration also began direct conversations with employee representatives concerning the
problem and possible solutions. While the discussions were fruitful, they did not lead to any definitive course of
action. Instead, the unions representing our employees requested that the matter be dealt with in actual

collective bargaining.

As we study the retirement-benefit and consider actions to bring fiscal health to the plan, I am mindful that the
benefit is subject to collective bargaining. The collective bargaining process has begun and will continue. -
Finally, I am very mindful of employees who may, after many yeats of service, be close to retirement. We will

honor the benefits earned thus far.

e

< \\is important that action be taken to set a path for long term fiscal responsibility and health of the retirement
“benefit. The City Council passed — and I supported — a resolution asking that the Board of Finance coordinate
with the Retirement Board to further study the problem and derive workable solutions. '
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~General'Fund Tax Contribution to the Retirement System

,q Pre- Reapp.
Fiscal Tax Social
Year Rate - . Security " Pension Total
Retirement Tax Rate: 1995 - 0.0896 773,990 785,750 1,559,740
1996 0.0933 725,109 894,057 1,619,166
1997 0.1021 755,360 874,410 1,629,770
1998 0.0992 766,050 880,590 1,646,640
1999 0.0808 802,890 631,620 1,434,510
2000 0.0808 ~ 871,152 559,089 1,430,241
2001 0.0689 956,870 293,130 1,250,000
2002 0.0856 1,085,360 486,740 1,572,100
2003 0.0978 1,077,130 727,340 1,804,470
2004 0.1603 1,139,050 1,821,137 2,960,187
2005 0.1803 1,061,370 2,260,750 3,331,120
2006 * 0.2091 1,228,354 2,671,646 3,900,000
2007 p - 0.3344 1,289,773 4,947,248 6,237,022
2008 p 0.3706 1,354,261 5,558,255 6,912,516

* The tax rate shown as .2091 is expressed in pre-reappraisal terms for comparison purposes. The actual tax rate is .1086 for 2006.

Retirement/FICA Tax Rate
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updated 100505
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City-Wide Retirement/FICA Costs

City-Wide Refirement Fund Costs include Pension Costs & Social Security. -

Fiscal General Other Total
Year Fund Funds Costs
1995 1,559,740 1,053,030 2,612,770
1996 1,619,166 1,079,874 2,699,040
1997 1,629,770 1,148,700 2,778,470
1998 1,646,640 1,120,740 2,767,380
1999 1,434,510 1,157,390 2,591,900
2000 1,430,241 845,150 2,275,391
2001 1,250,000 1,085,100 2,335,100
2002 1,572,100 1,296,810 2,868,910
2003 1,804,470 1,515,220 3,319,690
2004 2,960,187 1,864,925 4,825,112
2005 3,331,120 2,030,240 5,361,360
2006 3,900,000 2,998,805 6,898,626

2007 p 6,237,022 3,589,119 9,826,141

2008p 6,912,516 3,911,835 10,824,351

Fiscal Year 2007 & 2008 costs are based upon actuarial brojections

City-Wide Retirement/FICA Costs
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$12,000,000

$10,000,000

$8,000,000

$6,000,000

$4,000,000

$2,000,000

$-

< <0, <0
0 0, %)
) 20 8.,

updated 100505




i :
L
e

Section 2
1999 — 2005: Chronology of Key Events

Meetings, Communications, Reports, Re: Retirement Fund. Note:
This Binder includes selected itgms from the above referenced list.

This is intended to provide a summary of the dialog and
correspondence associated with the Retirement Fund funding and

benefit question.




Section 2

Retirement Chronology

September-2005

@

November, 1999

December, 1999
Spring 2000
Juné 2000
August 14, 2000

March 4, 2002

March 19, 2002
March 19, 2002

April 5, 2002

May 16, 2002

September 19, 2002

March 2003

March 6, 2003
March 19, 2003

March 20, 2003

Final Report of the Class “B” Study Committee conceming retirement
plan changes (Included in folder);

Final Report of the Class “A” Study Comrmttee concernlng retirement
plan changes (Included in folder);

Labor contract negotiations which led to improvements to the retirement
benefit;

Tentative settlement with Burlington Police Officers Association, the first
of the contracts to be settled; other contracts followed;

Internal Memo to file Brendan Keleher “Retirement Tax Rate Analysis”
(reviewed with comments by Cindy Davis); ‘

Internal memo from Brendan Keleher to Mayor Peter Clavelle and City
Attorney Joe McNiel on recent information received from actuaries on
impact of market losses;

. “Observations on Reﬁrement Cost Projections,” by Brendan Keleher,

shared with Retirement Board at the March meeting;

Memo to all employees from Brendan Keleher concerning retirement
specifically, no-COLA and Half COLA options;

Letter from Richard K. Beck of Buck Consultants to Cindy Davis
recommending that No COLA and Half COLA options ... be
redetermined using a 3% future annual COLA increase assumption.”;

Resolution by Retirement Board concerning retirement benefits for non-

union employees passed 5 yes, 3 no;

"‘Burhngton Employees” Retirement System Funding and Contnbutlon

Review” by Buck Consuitants;

Notice to all employees from Retirement System Office regarding March

20 meeting in Contois Auditorium on the status of the retirement system
for the years ahead;

Memorandum from Brendan Keleher to presidents of four city unions. on
notice of the March 20 meeting;

Letter from Buck Consultants concerning 2002 Expenence Study with -
recommended changes in plan assumptions;

“Burlington Employees’ Retirement System, Study of PrOJ ected
Contributions,” by Richard Beck and Christopher Clarke of Buck

Consultants.




March-20,-2003

P

;
Ny 7

March 25, 2003

* April 17,2003

June 19, 2003
July 15 (147), 2003

July 16, 2003

July 29, 2003

August 4, 2003

Aungust 11,>2003
September 3, 2003
September 2.5,' 2003
OcT:ober 16, 2003
November 20, 2003

December 1, 2003

December 2, 2003

December 12, 2003

All-employees-meeting-in-Contois-Auditoriumrattended-by-about 50
employees; CH 17 tape available;

Memorandum from Brendan Keleher to Mayor and City Council
regarding the March 20, meeting and the presentation by Buck
Consultants;

Discussion at Retirement Board Meetmg of recommendatmns ﬁom Buck
Consultants on changes in assumptions;

Resolution adopted by Retirement Board concerning action to improve the
viability of the retirement plan;

Meetlng of Mayor Peter Clavelle and union representatlon concemmg the
status of the retirement system;

Memorandum from Mayor Peter Clavelle to union leadership proposing
joint management-labor study committee on the status of the retlrement

system;

Meeting of joint management- labor study committee on the status of the
retirement system;

Memorandum from Mayor Peter Clavelle to City Council concermng
Retirement Ordinance proposed amendments concerning the calculation of
the no-COLA and half~-COLA options and the disability benefit;

Burlington City Councﬂ executive session discussion on the retirement
plan;

Meeting of joint management- labor study committee on the status of the
retirement system;

Discussion at Retirement Board of recommendations from Buck
Consultants on changes in assumptions;

Discussion at Retirement Board of recommendations from Buck
Consultants on changes in assumptlons

Discussion at Retlrement Board of recommendatlons from Buck

Consultants on changes in assumptions;

Memorandum (e-mail) from Brendan Keleher to participants in
management-labor study committee;

Meeting of joint management- labor study committee on the status of the
retirement system;

Information request from Dave Ducham on behalf of Class A employees
regardmg actuarial analysis:




December 15, 2003

Memorandum (e-mail) from Brendan Keleher to Retirement Board

re gardi—ng—additional—aetuaﬂal—analysi-s'

" December 18, 2003

December 18, 2003

December 22, 2003

January 16, 2004
February 23, 2004
March 4, 2004

March 8, 2004

March 18, 2004

May 25, 2004

September 6, 2005

September 19, 2005

October 5, 2005

Memorandum (e-mail) from Brendan Keleher to department heads
concerning the status of the review of the retirement plan;

Information request from Sylvia Rabidoux on behalf of Burlington
Electric employees;

Request from Cindy Davis to Buck Consultants for additional actuarial
analysis;

Retirement Board adopts recommendatlons in part, from Buck
Consultants regarding assumptions changes;

Report from Richard K Beck of Buck Consultants concerning additional
actuarial analysis;

“City Pension Underfunded” lead article in Vermont section of Burlington
Free Press;

Meeting of joint management- labor study committee on the status of the
retirement system;

Executive session with City Council on status of retirement plan;

Discussion at Retirement Board of recommendations from Buck
Consultants on changes in assumptions;

Memorandum from Brendan Keleher to Retirement Board explaining the

_' City Council’s request for response from Board régarding adoption of
assumption changes as recommended by Buck Consultants;

City Council resolution asking the Board of Finance as supplemented by
two additional City Councilors (committee of sustainable budgets) to
review the retirement ordinance;

Retirement Board letter to City Council requesting full fundmg of plan as
recommended by the actuary;’

Meeting of the Board of Finance and the committee of sustainable budgets
with the Retirement Board invited to discuss the status.




Section 3

September 6, 2005

City Council Resolution “AMENDMENTS TO THE EMPLOYEE
RETIREMENT ORDINANCE” -

Overview of Section 3: This Resolution requests the Priority
Setting Committee to review the Retirement ordinance and report

back by November, 2005.
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o Section 3
. RESOLUTION 13.0

Resolution Relating to . Sponsofaguncilors Carleior;

Bushor, Curley: Ba, o mance

Introduced: __09/06/05 05

AMENDMENTS TO THE EMPLOYEE RETIREMENT Referred to: “—“““.‘“

ORl)Il\lANCE Action: amended. adopted

Date:
. ) o A - - Signed by Mayor: 9/12/05

CITY OF BURLINGTON

In the year Two Thousand FIVe oo
Resolved by the City Council of the City of Burhngton, as follows

That WHEREAS, the City of Burlington in the year 2000 enacted changes to the city

ordinances s1gn1ﬁcantly 1ncreas1ng the retirement benefits under the Burlmgton Employee

Retirement System; and ’

WHEREAS, the changes made in 2000 were based, in part upon the advice from
professional actuaries engaged by the Burlmgton Employees Retirement Board such advice
1nd1cated among other things, that the Retirement System at that time enjoyed a significant
ourplus In assets i In relation to the then existing actuarial liabilities, and that improvements to the
benefits under consideration at that time could be adopted without 51g111ﬁcant Increase in the cost
to either employees or the city as the employer; and

WHEREAS the aesets of the Burlington Employees Relir_ement System experienced a
significant decrease in 2000 as part of the overall decline in the investment markets; and

WHEREAS, the plan asset value as of June 30, 2005 of $100 ,574,176 as reported by the

- Retirement Board remains below that of the peak asset value of March 30, 2000 ($120,161 ,502);

and

WHEREAS, the plan assets of J une 30, 2005 are significantly below their expected value

as of this time period as projected by the actuaries in 2000 as part of the evaluation of the

' ‘affordability of the increase in benefits; and
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Resolution Relatlng to AMENDMBNTS TO THE EMPLOYEE RETIREMENT
ORDINANCE

‘WHEREAS the city has increased the annual contrlbutxon for the Retirement S ystem
from $ 1,570,000 in FY 2002 to $4,590,000 in FY 2006, the amount in the current year being a)
significantly more than the annual contnbutlon projected by the actuaries When adoptlng the
| 2000 benefit improvements; b) sufﬁment to cover expected current year cash flow requ1rements;
and c) still not sufﬁ01ent to meet the actuanally projected future costs; and
WHEREAS the City Councﬂ is of the opinion that the ﬁduc1ary respon51b1htles of the
Ret1rement System require actlons to bnng into baIance the actuanal assets a.nd I1ab111t1es and
| WHEREAS, the City Council acknowledges that certain aspects of the Retlrement
‘Benefit are subJ ect to collective bargaining; and
WHEREAS the FY 2006 wage and salary adjustments for non-union employees have
been on hold pending a resolution on a sat1sfactory level of total compensation, including the

costs of retlrement and health beneﬁts

NOW, THEREF ORE, BEIT RES OLVED that the City Council requests that the Board v
o . . iority Setting Super amended 9/6/05
of Finance, meeting jointly with the gbyqn]ghpyi Committee, Teview the content of the retiremen
ordinance and make recommendations to the Council, squ ect to collective bargaining Where

necessary, for amendments to lower the cost of the Retirement System; and

BE IT FURTHER RESOLVED that the Board of

Priority Settlng Super amended 9 /6/05 q
/Fhifap¢d Committee is requested to use as 2 guide in degel]

ance meeting jointly with the
bping any recommendations the
expected costs of the plan as projected by the actuaries in 2000 as expressed in terms of tax and

utility rates, and employer contnbuuon as percentage of compensation; and

1or1ty Settir
BE IT FURTHER RES OLVED that the Board of Finance meeting jointly w1th theﬁr)dmaylyf'/ Super

) amended

Committee is requested to review and advise, including but not limited to, any changes - 9/6/
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Resolution Relating to  aMENDMENTS TO THE EMPLOYEE RETIREMENT
ORDINANCE . o

to the annual accrual rate, the age of retiremeﬁt, the benefit reduction for early retirément,

~ vesting schedule, the level of employee contiﬁ:ution, the elimination of the no-COLA and half-

COLA options, and introduction of a requiﬁé ent of ‘employment in good staﬁding for eligibility

for disability benefits;
*%%* amended 9/6/05 = . - o
AND BE IT FURTHER RES EDzthat the City Council request a report back from
. - ' Piiority Setting Super ' amended 94/%/05
the Board of Finance meeting jointly with thé‘)t)&diﬁéﬁo’dConnnitt@e by the second meeting i

November, 2005. - ~_
*%%*%BE IT FURTHER RESOLVED thaf:'i-: the Board of Finance with the Pribrity
Setting Super Committee request the input of the Retirement Board

* Ib/jer/c: Resolutions 2005/Retirement Ordinance re Emploié%s — Amendments thereto

8531/0sas part of the review process.
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Tuly, 2005

Analysis of Alternate Assumptions on Future Rate of Return on
Plan Assets. '
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Burlington Employees' Retirement System

y
Impact of Valuation Interest Rate Change* '
Accrued Liability
Valuation Rate . 8.00%. 7.00% ~ 6.00% 5.00%
7T ClassA 562,800,000 $71,900,000° " §4% 300,000 ©$98.400,000

Class B 362,700,000  $72,700,000 $85,200,000 . $101.100,000

Total $125,500,000 ':$144,600,000 $168,700,000 $199,500,000

Fiscal Year End 2006 Contribution Requirement

Valuation Rate 8.00% 7.00% 6.00% 5.00%
Class A $2,500,000 $3,800,000 $5,300,000 $7,100,000
ClassB $3.400,000 54,800,000 $6,300,000 $8,100.000

Total $5,900,000 | $8,600,000 1 1,600,000 $15,200,000

*Assumes all other assumptions remain the same, including salary scale and
4% cost of living assumption.

L e 08

Summary.xls




Page 1 of 1

j//w

//M)

e

N

.»/"‘

Don and Mary Ann Horenstein

From: “Mary Ann Horenstein" <madon@surfglobal.net> ' :

To: <bkeleher@ci.burlington.vt.us>; <tgreen@bpdvt.org>; <ralberry@burlingtonelectric.com>;
<jstrouse@chittenden.com>; <cdavis@ci.burlington.vt.us>: <sbourgeois@ci.burlington.vt.us>;

<1148@juno.com> : .

Thursday, May 19, 2005 12:17 PM

Improving BERS Performance

Sent;
Subject:

The following issues must be addressed and acted upon ASAP to improve the over-all performance and
solvency of the BERS' investment portfolio and to.address possible confliicts of interest:

1) The assumed rate of retum of 8% for actuarial assumption purposes continues to appear to be too high.
Prudence would suggest that Mellon (formerly Buck Associates) calculate for the June meeting actuarial
assumptions based upon: y

a) 5% interest per annum compounded annually -
b) 6% interest per annum compounded annually
c) 7% interest per annum compounded annually
Each of these assumptions has some validity.
2) Need for monthly cash flow statements
3) Investment Manager—duties, strategies and
compensation : . v

4) Asset Management strategies, including the costs, practicalities and expected results of indexing vs. current
practices .

) The wisdom of separating BERS' management oversight responsibilities for a) investments and b)
retirement and benefit responsibilities to both avoid possible conflicts of interest and improve investment
performance : 4 .

The above issues—and others—should be discussed at a retrest ASAPI

Don Horenstein - : '

5/19/05
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April/May 2005

FY2006 Retirement Budget Estimate Prepared by Cynthla Davis,
Retirement Administrator.
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B Employees’ Retirement Cost 1439487 2,956,619
A Employees' Retirement Cost . 1,308,495 1,830,405

Other Plan Retirement Cost 5,000

e | | Section 5
o o

FY 04 FY 05 FYO05 adj FY 06 FY06 adj

% , . |
: , &P ({ NOT. FULLY\/EQMD NOT FULLY FgefED

1,684,870 4,106,200 2,732,806

1,617,090 2,787,425 1,855,120

. A e L L
CONLL IS e S

5,000 5,000 5,000 5,000
. H —4 :
| Vot AEEmON 45T, Los
Social Security B Empioyees 1,972,650 2,041,753 2,041,750 2,170,725 2,170,725
Social Security A Employees - ‘ 99,480 112,544 - 112,850 - 134,875 134,975
GROSS RETIREMENT EXPENSE 4,825,112 7.046,321 5,361,360 9,204,325 6,898,626
LESS
Retirement Cost of Revenue Departs. (931,845) (1,667,820) (1 :048,860) (2,198,935) (1,921,280)

Social Security Cost of Revenue Departs. (933,070) {980,384) (980,380) (1,077,345) (1,077,345)

2/??,51){

NET RETIREMENT COST 2,960,197 4,398,117 3,331,120 5,027,045 3,800,001 —

1




Section 5A

April 2005 Retirement Board Meeting
May 2, 2005 City Council Meeting

Tables and Charts illustrating the history of the Retirement Fund, including:
» Retirement Cost to the General Fund: 1995 — 2005;

» Retirement/FICA Tax Rate 19995 —2005;
» City of Burlington Annual General Fund Retirement & FICA Cost;

Status of Funding Ratio: Burlington Employees Retirement Plan:

1995 — 2008; .
= City of Burlington: Retirement System Funding Ratio: June 1999,
© June 2005, June 2005;
= City of Burlington: Annual Retirement Contributions as Percent of
Pay;. .
» Public Retirement Fund Survey: FY3003.

These summaries illustrates general fund costs and tax rates, a history of the
funding ratio (assets/liabilities) for the retirement system, cost of the plan as
a percentage of employee pay and a brief comparison of data from the 2004
Public Funds Survey. This summary includes a comparison of actuarial
recommendations with budgeted amounts.

This was distributed at the April, 2005 meetings of the Retirement Board,
the April 25, 2005 meeting of the Board of Finance and the May 2, 2005

meeting of the City Council.
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Ci_ty_;o.f_B.u.I:l_i.n-gton ,

) Annual general Fund Retirement & FICA Cost |

April 25,2005
: 3 Revised May 2. 20C5

‘ | : , Tax Ratc

FY2002 Funded o $1,572,100 8.5 cents

FY2003Funded - $1,804470 10 cents

FY2004 Funded C $2,960,187 16 cents
O |

FY2005 Recommended $4,398,117 24 cents

- Funded = $3,331,120. 18 cents
FY2006 Reéommended $5,297,045 - 32 cents
- Preliminary Funded $3,900,000 - 21 cents

9
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_City of Burlington

Retirement System Funded Ratio

" June 1999  Funded Ratio 122%

Assets 92.8 Million
~Liabilities 76.2 Million

- Excess - 16.6 Million

® June 2004 Funded Ratio 86%

Assets 107.6 Million
Liabilities  125.5 Million
9 Excess -17.9 Million
* June 2005  Funded Ratio Estimate 81%
| Assets 107 Million
Liabilities  131.8 Million
Excess -24.8 Million

- * Estimated to reduce to about 70-75% over the subsequént
- five years

\5—/ April 25, 2005




Clt_y_of Burlington

Annual Retlrement Contrlbutlons

As Percent of Pay
- * Historical Levels (1990°s)
Class A 11-15%
ClassB .~ 3-6%
* FY 2004 |
| ~ Class A 17%
Class B 6%

* FY 2005 Actuarial Recommended

Class A 23%
ClassB  12%
Combined 15%

* FY 2006 Acruarial ;{ecommellded
Class A 30%
Class B 14%
Combined .  18%

" June 30, 2010 Projected

Class’A - 34%
Class B 15%
vCor-nbined - 20%

¢

April 25, 2005
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Section 6

February 11, 2005

Report from Mellon Financial Company (Actuaries) to the
Members of the (Retirement) Board re “REPORT ON THE
FIFTY-FIRST ACTUARIAL VALUATION OF THE
BURLINGTON EMPLOYEES’ RETIREMENT SYSTEM,
PREPARED AS OF JUNE 30, 2004”; o

Comments on the above Report: Annually the Retirement
Board has the consulting actuary (Buck Consultants/Melon) do an
actuarial valuation. This is the June 30, 2004 report; the 2005
valuation has not been completed. This Report includes a
description of the plan, the annual recommended funding
requirements, the funding requirement as a percentage of
employee wages and the plan funding ration of assets to liabilities.
In addition the report gives projections based upon current plan
features FYO7 through FY2015 including: the annual
recommended funding requirements, funding requirement as a
percentage of employee wages and plan funding ration of assets to
liabilities. :
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. REPORT ON THE FIFTY-FIRST
ACTUARIAL VALUATION OF THE
BURLINGTON EMPLOYEES' RETIREMENT SYSTEM
PREPARED AS OF JUNE 30,2004
)
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@ Melion

February 11, 2005

Retirement Board
Burlington Employees' Retirement System
Burlington, Vermont 05401

Members of The Board:

Article 1I, Division 2, Section 24-60 of the ordinance in relation to the Burlington Employees'
Retirement System provides for actuarial valuations of the assets and liabilities of the System
at least once every three years and more often if the Retirement Board so directs.

The fifty-first actuarial valuation of the System, prepared as of June 30, 2004, has now been
completed and the results are presented in this report, together with the determination of the
amount of contributions payable by the City in accordance with the Retirement Board’s

funding policy and the disclosure information for accounting purposes required. by the -

Governmental Accounting Standards Board.

The valuation results reflect our recommended change to a new disability mortality table and
modified assumed rates of withdrawal and retirement that were approved by the Board. In
addition, the valuation reflects a change in the funding policy adopted by the Retirement Board
to amortize the unfunded accrued liability beginning June 30, 2004 over 30 years, and to
recognize future changes in the unfunded accrued liability over 30 years from the date of
establishment. : '

The actuarial assurhptions and methods used in this valuation are described in Schedule B.

The results of the valuation are based on the Plan provisions in effect on J une 30, 2004. A
summary of the System provisions is shown in Schedule C.

The Table of Contents, which immediately follows, outlines the material contained in the
report. : . '

Respectfully submitted,

. (Signed) RICHARD K. BECK (Signed) CHRISTOPHER A. CLARKE
Richard K. Beck Christopher A. Clarke
Principal and Consulting Actuary : . Director, Consulting Actuary

One Pennsylvania Plaza « New York, NY 10119-4798
(212) 330-1000 Office (212) 695-4184 Fax
www.mellon.com

A Mellon Financial Company.™

Human Resources & Investor Solutions
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REPORT ON THE FIFTY-FIRST ACTUARIAL VALUATION OF THE

BURLINGTON EMPLOYEES' RETIREMENT SYSTEM

PREPARED AS OF JUNE 30, 2004

SECTION I - SUMMARY OF PRINCIPAL RESULTS

For convenience of reference, the principal results of the valuation and a comparison with the preceding

year's results are summarized below.

Valuation Date 6/30/2004 6/30/2003 .
Class A: _
Number of active members _ 173 173
Eamable compensation 7,039,780 6,699,679
Number of retirees and bebeﬁciaries 113 _ 115
Annual retirement benefits 2,927,388 2,914,602
Number with vested rights 11 9
Class B: _
Number of active members 576 _ 565
Earnable compensation 22,329,326 21,076,650
Number of retirees and beneficiaries 244 235
Annual retirement benefits 2,138,943 2,071,333
~ Number with vested rights 313 323
Actuarial Value of Assets - :
Class A 54,376,370 55,507,075
-Class B 53,272,570 54,018,878
Unfunded Past Service Cost (Surplus) :
Class A 8.397,440 3,434,583
Class B 9,462,103 4,087,182
__Contributions for Fiscal Year 2006 2005
Class A: ‘
Normal Rate 20.10% 19.64%
Past Service Contribution 784,127 241,703
Class B: : .
Normal Rate 10.21% 10.04%
Past Service Contribution 873,347 387,121

@ Welion
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Comments on the valuation results as of June 30, 2004 are set forth in Sectlon IV and further dxscussmn
of the contnbutlon levels is set out in Section V. Section VI presents the referenced disclosure

information for accounting purposes.

Schedule B of this report outlines the full set of actuarial assumptions and methods employed. The;.valﬁation

reflects a change to the RP-2000 Disability Mortality Table as well as a change in the assumed rates of

withdrawal and retirement for Class A and B employees. " All other assumptions are the same as those used .

in the previous valuation. The valuation also reflects a change in the Retirement Board’s funding policy to
recognize changes in the unfunded accrued ']iability over 30 years rather than 10 years as described in
Section V.

Schedule C presents a summary of the principal System provisions as interpreted for the valuation. The

valuation was based on the same Plan provisions as the previous valuation.

SECTION IT - EMPLOYEE DATA

Employee data were fumished by the Retirement Administrator.

Tables | through 4 of Schedule D show the number and annual earnable compensation of active members
who were included in the valuation while Tables 5 through 10 of Schedule D show the number and annual
retirement beneﬁts of retirees and beneﬁcxanes mclucled in the valuation. In addition, there are 11 Class A

former members and 313 Class B former members entitled to deferred vested benefits.

SECTION III - ASSETS

The amount of assets taken into account in this valuation is based on information reported by the Retirement

Administrator.

Assets are valued on the basis of a five-year expected average market value method. The operation of this

method is described in Schedule B. Based on this method, the actuarial value of assets amount to

@ Mellon
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$107,648,940. Thxs may be compared to current book and market values of $87,193,956 and $96,149 ,986,

'respectwely._

As part of the valuation procedure 'investment earnings for the year endmt7 June 30. 2004 have been

analyzed. Based on the procedures used and certain approximations, the yield for the year is determmed as

bemg 12.1% based on market value of assets and .5% based on actuanal value of assets.

T e

SECTION IV - COMMENTS ON VALUATION
The projected unit credit actuarial cost method .was used for this valuation. Under this cost methpd, benefits
for active participants are determined on the basis of projected cdmpensatidn at the time of anticipated
termvination and service credi Fed to the valuation date. The normal cost under this method is the value of .the
difference between the benefits accrued for serv;ice to the valuation date and the benefits based on service to

one year afier the valuation date, : A ‘ y

Schedule A of this report contains the valuation balance sheet, which shows the present and prospective
assets and liabilities of the Plan as of June 30. 2004. Since the Plan is valued on a unit credit cost method

basis, the balance sheet does not take into account accruals after the valuation date.

The valuation balence sheet shows that as of June 30, 2004 the Plan has accrued liabilities of $125,508,483.
Of this amount $60.923.863 represents the present value of benefits paya ble.on account of retired members,
beneficiaries and former‘members entitled to deferred vested benefits and $64.584,620 represents the
present value of prospective benefits payable on account of active rﬁembers. Against these liabilities the
Plan has actuarial assets of $107,648.940. The dlfterenCc between the total liabilities of $125,508.483 and
the assets of $lO7 648,940 is $17,859,543 Wthh represents the unfunded past service cost as of June 30
2004. The Plan's unfunded accrued ]1ab1|1ry increased by $10. 337,778 from the unfunded accrued hablllty
of $7,521,765 as of June 30, 2003. Schedule A contains a breakdown of the assets and liabilities described

above by membership class.

@ Melion
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S SECTION V - APPROPRIATION TO BE MADE BY THE CITY
Article II, Division 1, Section 24-32 of the ordinance governing the operation of the System provides that
the Retirement Board shall certi fy to the Board of Finance the amounts payable by the City to the System,

including an estimated amount required for operating expenses.

The contribution by the City, excluding Operating expenses, consists of
§)) a normal contnbut}on to cover the cost of benefits expected to accrue under the Plan dunng

the fiscal year following the valuation date reduced by required Class A member
contributions equal to 8.8% of compensation, plus - /

(ii) a past service contribution to liquidate the unfunded past service cost over a 30 year period
from the date of establishment in accordance with the policy adopted by the Rétirement

Board. The initial unfunded past service cost to be amortized over 30 years is as of

(\) . June 30, 2004. . ' ’ ‘ .

'«\_z;r' S —

Based on the latest valuation results and the adopted funding policy, the following table sets forth the basis
for determining the City's contributions, excluding an amount for operating expenses, for the fiscal year

ending June 30, 2006.

e’
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CONTRIBUTIONS PAYABLE BY THE CITY

TO THE SYSTEM
‘ . ~ PERCENT OF
CONTRIBUTION AMOUNT . COMPENSATION

Class A )
Normal ' $ 1,676,560% 20.10%
Past Service ' 784,127 9.40%%*

v Total 5 2,460,687

Class B T :
Normal _ $ 2,537,098* o 1021%
Past Service 873.347 3.51%*
Tota] ‘3 3,410,445

*  Estimated based on fiscal year end 2006 budget payrolls of $8,341,093 and $24,849,152 for
Class A and Class B, respectively. :

The réecommended hormal contribution rates in the table above should be applied to the respective earnable
compensanon of Class A and Class B members of the System for the fiscal year ending 2006 in order to
determine thg required appropriations for currently accruing benefits. In addition, the amount estimated to
be required for operating expenses of thc;. System is to be included in the certification of the Retirement

Board.

Schedule E presents a projection of the required City contributions to the Retirement System assuming all
actuarial assurnptions are realized. No future liability gains or losses are reflected and assets are projected
to grow 8% per annum. The projected payroll is assumed to increase 5% per annum. The actual annual

contributions required by the City will be based upon future actuarial valuations.

SECTION VI - ACCOUNTING INFORMATION

Statement Nos. 25 and 27 of the Governmental Accounting Standards Board, issued November 1994,
established standards of dxsclosure of pension information by pubhc retlrement systems. The armual
pension cost is determmed as the annual required contribution under the Plan’s regular fundmg method with

adjustments made to reflect the employer’s net pension obligation (NPO). The NPO is the cumu]ative

@ WMellon
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difference between the annual pension cost and the aétual contributions made since Janua.u—y 1, 1987. The
annual pension cost is adjusted for interest charged on the NPO at the valuation interest rate and
amortization of the NPO. The annual pension cost (income) under this policy for the fiscal year ending
June 30, 2004 is $2,461,840. The statements also require the followmg supplementary information be

furnished by the actuary. The Schedule of Fundmg Progress details the progress made over the last six

- years in accumulating sufficient assets to provide for benefits when they are due. The Schedule of

Employer Contributions shows the required and actual contributions over the last six years. The Schedule

of Annual Pensmn Cost shows the Annual Pensnon Cost for the last 3 years.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF FUNDING PROGRESS

Page 7

Actuarial Excess as a
Actuarial ‘Accrued Excess of percentage
Value of Liability Assets over Funded Covered of Covered
Valuation | Assets (AAL) AAL Ratio Payroll Payroll
Date (a) (b) (a-b) (ab) (©) ((@-b)/c)
6/30/99 - 92,782,371 76,225,530 | 16,556,841 - “121.72% . 22,938,963 72.18%
6/30/00 111,224,657 96,610,677 14,613,980 115.13% 23,914,477 61.11%
6/30/01 114,203,990 101,700,266 112,503,724 112.29% 24,730,357 50.56%
6/30/02 112,980,276 | 109,116,441 | 3,863,835, 103.54% 26,050,313 14.83%
6/30/03 109,525,953 | 117,047,718 (7,521,765) 93.57% - 27,776,329 -27.08%
6/30/04 107,648,941 | 125,508,483 | (17,859,542) 85.77% 129,369,106 -60.81%

SCHEDULE OF EMPLOYER CONTRIBUTIONS

Annual . .

Year Required Actual Percentage

Ended Contribution | Contribution Contributed
6/30/99 752,481 752,481 100.00%
6/30/00 43,834 43,834 100.00%
6/30/01 274,878 274,878 100.00%
6/30/02 767,446 767,446 100.00%
6/30/03 1,079,911 1,079,911 100.00%
6/30/04 2,461,840 2,461,840 100.00%

SCHEDULE OF ANNUAL PENSION COST

Year Annual Percentage Net Pension
Ended - Pension Cost Contributed Obligation
6/30/02 767,446 100.00%

6/30/03 1,079,911 100.00%
6/30/04 2,461,840 100.00%
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Records are being maintained whereby the actual .cxperience of active and retired members is being
compared with that expected on the basis of the tables adopted by the Retirement Board. In this way
deviations in the experience from that anncxpated will be noted and any adjustments believed necessary will

be brought to the attention of the Retirement Board,
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SHOWING THE A

SCHEDULE A
VALUATION BALANCE SHEETF

Page 9

SSETS AND LIABILITIES ACCRUED UNDER THE
BURLINGTON EMPLOYEES' RETIREMENT SYSTEM
' AS OF JUNE 30, 2004
_ ASSETS
Class A Class B Total
Members Members System
Valuation Assets § 54376370 § 53,272,570 $ 107,648,940
Unfunded past service cost 8.397.440 9.462.103 _17.859.543
Total Assets $ 62773810 $ 62734673 $ 125,508,483
LIABILITIES
Present value of benefits payable on
account of retired members, beneficiaries-
and members entitled to deferred vested
3 35,251,427 § 25,672,436 § 60,923,863
Present value of prospectfve benefits | —
accrued to date on account of present active _ :
27,522,383 37,062,237 64.584.620
Total Liabilities $ 62773810 §  62.734.673 $ 125,508,483
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SCHEDULE B
OUTLINE OF ACTUARIAL ASSUMPTIONS AND METHODS

FOR DETERMINATION OF CONTRIBUTION AMOUNTS

INTEREST RATE: 8% per annum, compounded annually.

rates of withdrawal and vesting, early service retirement, death, and disability are as follows:

Class A Membeis ™
Withdrawal Early
and Service
- Age Vesting Retirement*  Death**  Disability**
20 14.0%
25 5.0 1% 2%
30 6.0 1 3
35 3.0 1 4
40 2.5 1 5
‘42 1.4 30.0% 1 -6
45 2.0 30.0 A 7
50 25.0 2 1.3
53 20.0 3 1.8
54 200 3 2.0
Class B Members
Withdrawal Early
and - Service
Age  Vesting*** - Retirement Death**  Disability**
25 12.0% A% 1%
30 -11.0 J A
35 9.5 1 .
40 5.0 N 2
45 5.0 Bl 3
50 5.0 2 .5
55 5.0% 4 9
60 ' 3.0 .6 1.7
61 ‘ 20.0 7 2.
62 30.0 8 25
63 30.0 1.0 2.9
64 10.0 1.1 34

*  Rates are assumed to be 100% higher when first éligible for unreduced benefits,
** Rates reflect both ordinary and accidental occurrences. '

*** Rates are assumed to be 75% higher during the first year of membership, 50% higher during the second

year and 25% higher during the third year.

i

)

|

\

l

| |

SEPARATIONS BEFORE NORMAL RETIREMENT: Representative values of the assumied annual . Jf
|

|

|

@ Welion |
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NORMAL SERVICE RETIREMENT: The representative values of the assumed rates of normal service
retirement are as follows: . :

Age Class A Age Class B

55 20.0% 65 50.0%
56 20.0 , 66 25.0
57 20.0 67 25.0
58 200 68 25.0
59 20.0 .69 50.0

60 -~ 100.0 700 s 100.0

BENEFIT COMMENCEMENT AFTER SEPARATION: Class A vested terminations are assumed to
commence benefits at age 55. Class B vested terminations prior to June 30, 2000 are assumed to commence
at age 65. Class B vested retirements after June 30, 2000 are assumed to commence at age 55 with a

reduced benefit.

SALARY INCREASES: Representative values of the assumed annual rates of future salary increase are as

_follows:

Age Class A&B
25 . 8.8%
30 7.0
35 ' 5.6
40 4.9
45 4.6
50 4.3
55 _ 4,0
59 -39
60 . 3.9
65 3.8
69 3.8

DEATHS AFTER RETIREMENT: According to the 1995 GBB Mortality Table for males and females;
RP-2000 Disability Mortality Table for the period after disability retirement.

FUTURE EXPENSES: No provisions made.
ADJUSTMENTS TO ALLOWANCES: Cost-of-living increases averaging 4% per year were assumed.

FUNDING METHOD: Projected unit credif cost method. Gains (losses) as they occur, reduce (increase)
the unfunded past service cost.

ASSET VALUATION METHOD: Based on a five-year expected value of assets method in which
actuarial assets are set equal to the market value of assets as of the valuation date plus:

D) four-fifths of the difference between the expected return on market assets and the actual return
on market assets during the year preceding the valuation; - ‘

@ Wellon
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three-fifths of the difference between the expected return on market assets and the actual

return on market assets during the second year preceding the valuation;

two-fifths of the difference between the expected return on market assets and the actual return
on market assets during the third year preceding the valuation; and

one-fifth of the difference between the expected return on market assets and the actual return
on market assets during the fourth year preceding the valuation.

E)gpecied return is equal to a year of expected investment earnings (based on the valuation interest rate) on
the market value of assets as of the beginning of the year and the cash flow (contributions minus benefit
payments) during the year, assuming mid-year contributions and benefit payments.

MISCELLANEQUS: The valuation was prepared on an ongoing-plan basis. The valuation was based on
members in the System as of the valuation date and did not take future members into account. No provision
has been made for contingent liabilities with respect to nonvested terminated members who may be
reemployed. The valuation assumptions anticipate future inflation of about 4% a year.
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SCHEDULE C

BRIEF SUMMARY OF PRINCIPAL SYSTEM PROVISIONS
AS INTERPRETED FOR VALUATION PURPOSES

System Name

Effective Date

Average Final Compensation
(AFC)

Membership Eligibility

- Membership Classification

Class A

Class B
Servicé Retirement
Eligibility
Class A
Class B

Amount of Benefit
Class A

Burlington Employees' Retirement System.

July 1, 1954.

A>vei-a‘gé"eé""rﬁ§iﬁlé ‘Cotfipensation during highest 3 non-overlapping
12-month periods. ST

Regular employees of the City of Burlington excluding elective
officers other than the mayor and excluding teachers other than
certain teachers employed prior to July 1, 1947 provided age at
employment is less than normal retiremeént age. Maximum age
limitation does not apply to mayor or appointee working full time
for the City. ‘

Members of the Fire and Police Departments not including
clerical employees.

All other members.

Age 42 and 7 years of creditable éewice. Compulsory at age 60.

Age 55 and 7 years of creditable service.

Age 55 and older, 2.75% of AFC times creditable service not in
excess of 25 years plus .5% of AFC times creditable service .
between 25 and 35 years. Benefit increased by Cost of Living
Adjustment detailed below.

In lieu of this benefit, at the time of retirement, a member may
choose either an accrual rate of 3.25% for the first 25 years of
creditable service plus an accrual of .5% for creditable service
between 25 and 35 years and a Cost of Lj ving Adjustment equal to
one half of the Cost of Living Adjustment detailed below, or an
accrual rate of 3.80% for the first 25 years plus an accrual of .5%
for creditable service between 25 and 3$ years an/d no Cost of

' @ Wellon
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Class B

Cost of Living Adjustment

Service Adjustment

Disability Retirement
Eligibility

Amount of Benefit

Page 14

Prior to age 55, the above benefit based on AFC and creditable
service at retirement reduced actuarially for the period of time by
which retirement precedes the earlier of 25 years of creditable
service and age 55. For employees who terminate with 20 to 25
years of creditable service the above benefit based on AFC and
creditable service at retirement reduced by 1.82% for each year
that creditable service is less than 25 years,

Age 65 and older, the greater of (1) 1.6% of AFC (at age 65) times
creditable service not in excess of 25 years plus .5% of AFC (at

age 65) times creditable Service in excess of 25 years or (ii) the

“actiarial ‘equivalent of the benefit determined “at age 65. This :

benefit will be increased by the Cost of Living Adjustment
detailed below. ' :

In lieu of this benefit, at the time of retirement, a member may
choose an accrual rate of 1.9% for the first 25 years of service plus
an accrual of .5% for creditable service in excess of 25 years and a
Cost of Living Adjustment equal to one-half of the Cost of Living
Adjustment detailed below, or an accrual rate of 2.2% for the first
25 years of service plus an accrual of .5% for creditable service in
excess of 25 years and no Cost of Living Adjustment.

Prior to age 65, the above benefit based on AFC and creditable
service at retirement reduced by 2% for each year that retirement
precedes age 65.

Benefits increase annually by changes in the Consumer Price
Index of more than 1%. The maximum annual increase is 5%.
Increase is not applicable to deferred vested benefit prior to
commencement, survivor income benefit, disability benefit prior
to normal retirement age or members who choose to have no cost

of living adjustment.

Class A service for calculation of benefits shall be adjusted such
that any Class A employee shall be granted 1.07 years of credit for
each year in which the employee worked prior to July 1,.1996, and
1.17 years thereafter, in a position regularly assigned'a workweek
consisting ‘on average of fifty-three or more hours of work per

week.

All Members. Permanen'tly disabled.

A benefit payable unti] normal service retirement eligibility (Class
A - age 55 and 7 years of credijtable service, Class B — age 65 and
7 years of creditable service), equal to 75% of the member’s
earnable compensation less workmen's comnpensation and, in the
case of Class B, less Social Security.

| @ Mellon




Accidental Death

Eligibility

Amouﬁt of Benefit

Survivor Income
Eligibility
Amount of Benefit

Class A

Class B

Return of Contributions

N

duty

Page 15

After normal service retirement eligibility, a service retirement
benefit based on AFC at retirement and creditable service at
normal service retirement eligibility, including the period while
permanently disabled and receiving a disability benefit from the
System. :

Class A only. Death due to accident while in the performance of

- P e S PO TSP

A benef t to the spouse untll death or remamagc of 50% of AFC.
Upon death or remarriage of the spouse, the benefit will be
payable to children until age 21. »

All Members. Death in active service.

30% of compenéation during the July preceding death payable to
spouse until earlier of death or 2nd anniversary of remarriage. An

- additional 5% per unmarried child under 21 (maximum additional

10%) is payable until benefits cease or children no longer eligible.
If there is no spouse or spouse dies, the benefit is payable to
unmarried children under age 21 until earlier of death, marriage or
age 21.

30% of compensation during the July preceding death payable to
spouse until earlier of death, 2nd anniversary of remarriage or age
62. Upon the spouse's attainment of age 62 (if not remarried) a
benefit based on the 50% Joint and Survivor form of payment will
be paid to the spouse for life. If there is no spouse or spouse dies,

the benefit is payable to unmarried children under age 21 until

earlier of death, marriage or age 21.

Accumulated contributions returned upon separation with less
than 3 years of service or upon death w1th no accxdental death
benefit payable.

Upon death of a retired Class B member, the excess of his

~ contribution at retirement over the benefits paid will be paid to his

beneficiary or estate.

@ Mellon
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Vested Retirement
Eligibility
Amount of Benefit

' Class A

Class B
Survivor Spouse's Pension
Eligibility

Amount of Benefit

Offsets on Benefits

Contributions
By Members

Class A

Class B

By City

Page 16

All Members. 3 years of creditable service.

A percentage grading from 20% after 3 years to 100% after 7
years, of the benefit calculated using AFC and creditable service
at termination. The benefit is payable commencing at age 55.

~-.Mernber _may,_elect early. receipt,with.reduction.as. for semce.-..-.

retirement prior to age 55,

Same form as Class A except benefit is payable at age 65.
Member may elect early receipt with reduction as for service

retirement prior to age 65.

All Members. Death of a terminated member entitled to.a vested
retirement benefit prior to commencement of such benefit.

50% of reduced accrued benefit reflecting the 50% Joint and
Survivor form of payment (ages as of date payments commence)
payable at mcmber's early retirement date.

Spouse may elect to receive payments later than member’s early
retirement date with no reduction for receipt at member's 65th

birthday.

Disability and accidental death benefits are offset by workmen's
compensation paid for the same disability or death.

8.8% of earnable compensation for the first 35 years of creditable
service, none thereafter.

None.

Remainder necessary to fund for the benefits of the System on an
actuarial basis.
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AGE

20
21
23
24
25
26
27
28
29
.30
31
32
33
34
35
36
37
38
39
40
4]
42
43
44
45
46
47
48

SCHEDULE D

TABLE |

THE NUMBER AND ANNUAL EARNABLE COMI"ENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY AGE
BY AGE AS OF JUNE 30, 2004

MEN

NUMBER

$

1
1
3
5
2
7
5
7
8
9
5
7
9
9
-
9
7
8
5
8
5
4
7
3
3
1
3
3

CLASS A MEMBERS

AMOUNT

26,908

32,857

97,661
158,430

72,125
245411
181,562
257,610
281,265
313,495
191,263
257,150
340,348
363,283
261,640
329,179
300,682
356,019
229,558
334,671
231,421
175,462
345,534
149,336
125,953

54,954
131,665
159,341

NU

MBER

WOMEN

AMOUNT

$ 68,408
37,983

- 36,164

52,577
40,160

54,269

40,143

40,444
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N

AGE

49
51
52
53
54

35 .

57

TOTAL

 TABLE |
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THE NUMBER AND ANNUAL EARNABLE COMPENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY AGE
BY AGE AS OF JUNE 30, 2004

NUMBER

NP—‘N-—»—-.—L).

164

MEN

$

CLASS A MEMBERS
(CONTINUED)

AMOUNT

273,050
53,552
40,747
55,595
90,689
59,096
92,118

6,669,631

NUMBER

9

~ WOMEN

AMOUNT

$ 370.149




Page 19

pe—

AGE

21
22
23

24 -

25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40

41
42
43

45

46
47
48
49
50

TABLE 2

THE NUMBER AND ANNUAL EARNABLE COMPENSATION OF

ACTIVE MEMBERS DISTRIBUTED BY AGE

NUMBER

NOO\J»—-AMNHL»L»»—-—-

—
(e}

oo ago

BY AGE AS OF JUNE 30, 2004

MEN

CLASS B MEMBERS

AMOUNT

33,803
19,427
75,122
96,245
28,574
- 64,389
- 155,901
113,498
32,096
254,079
324,228
. 72,662
324,325
213,105
235,617
222,673
348,223
194,861
378,342
571,729
421,868
636,219
447,274
382,811
652,404
588,756
466,983
693,696
420,334
543,073

© i e et

NUMBER

LA S S NG

ONLNUMUAWO— BN wwoe

AU Oy oo

WOMEN

AMOUNT

25,522
129,568
122,471
105,296
89,444

141,516
37,288
74,600
99,476

105,902
66,410

158,732
31,846

251,073

121,286

250,967

185,065

203,396
44,375

493,826

624,034

343,134

293,756

111,194

255,871

179,886

148,780
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AGE

51

52

53

54

- 55
56

57

58

59

= 61
62

63

64

65

66

67

68

TOTAL

-TABLE 2

THE NUMBER AND ANNUAL EARNABLE COMPENSATION OF

ACTIVE MEMBERS DISTRIBUTED BY AGE -

NUMBER

16
24
10
19
17
10
11

Lo NV I N R

—

367

BY AGE AS OF JUNE 30, 2004
CLASS B MEMBERS
(CONTINUED)

MEN

AMOUNT NUMBER

$ 774,764 6
1,058,238 7
428,573 11
858,444 8
781,004 10
411,514 4
371,331 5
216,832 4
125,149 1
181,947 1
189,472 3
161,634 -7
201,794 3

- 3

51,487

2

36,079 1

44,875 1

$ 14,905,452 209

WOMEN

3.

AMOUNT

215,371
248,998
414,661
327,969
375,493
148,482
147,657
191,234

27,240

34,398

88,568
224,134
103,021

62,653

63,202

37,975
18,104

7,423,874
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TABLE 3
THE NUMBER AND ANNUAL EARNABLE COMPENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY YEARS
OF SERVICE* AS OF JUNE 30, 2004
CLASS A MEMBERS

YEARS MEN WOMEN

OF : o e

'SERVICE ~ NUMBER AMOUNT NUMBER AMOUNT
0 7 s 206,205 1 $ 32,857
1 7 . 232,033 '
2 19 655,529 2 75,711
3 12 | 432982 1 37,983
4 12 411,737 |
5 11 417,628 1 - 40,444
6 1 395,790 :
7 6 176,880
8 4 172,803
9 7 274,063 ‘
10 ! 42,657 1 36,164
11 5 231,893
12 I 47,731 |
13 2. 90,198 1 52,577
14 5 224,588 I " 54,269
15 9 415,331
16 8 374,462 1 » 40,143
17 10 485,979 -
18 9 425,191
19 3 154,402
20 5 252,529
21 1 77,186
22 1 49,387 | ‘
23 1 59,096
24 2 107,693
25 1 54.954
28 ] 55,033
31 2 100,731
33 1 44,939

TOTAL 164 % 6,669,631 9 3 370,149

*Excludes service adjustment for employees with a regularly assigned workweek of 53 or more hours.
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YEARS
OF
SERVICE
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TABLE 4

THE NUMBER AND ANNUAL COMPENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY YEARS
OF CREDITABLE SERVICE AS OF JUNE 30, 2004

NUMBER

23
24
23
30
9
27
10
10

— NI S—
W

oo:u.m,_‘mmoxzooooxowwm:

—
oy

W~ NN O

MEN

CLASS B MEMBERS

AMOUNT

715,269
727,369
770.802
983,026
248,749
912,496
471,395
347,293
684,509
636.523
244,601
180,267
105,949
385,562
342,316
373,156
664,776
264,991
311,888
223,098
983,387
760,921
220,558
496,970
378,727
484,367
310,492
65,617
89,467
. 43,819
150,743

NUMBER

o — N =
A L I SR el N SRV

'JII\)O\OO(J\-FAI\)--t\)——‘

W —uniow s Wy o

t9

WOMEN
AMOUNT

b ' 287,307
697,589
' 176,059
821,195
467,616
678,293
363,413
144,904
189,499
549,754
44,697
51,829
33,611
56,655
137,347
240,063
324,628
272,110
89,100
192,518
170,511
86,113 |
129,610 \
145,845 '
126,406
03,748
203,589
34,807
122,941

71,919
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N
(#5)
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YEARS
OF
SERVICE

.31
32
33
34

- 35
. 36 .
37
39
40
42
43

TOTAL

TABLE 4

THE NUMBER AND ANNUAL COMPENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY YEARS
OF CREDITABLE SERVICE AS OF JUNE 30, 2004

NUMBER

Il VE I VLRV B N N )

367

MEN

$

5

CLASS B MEMBERS
(CONTINUED)

AMOUNT

97,904
197,837
232,191
204,903
159,353
145,410
154,848

43,639

44,875

45,392

14,905,452

LR Sy

NUMBER

3
1

209

WOMEN
AMOUNT
§ 145,574
37,975

81.053
36,978
56,604

52,016

3 7423874
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. (’f\\

N

AGE

44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
68
69
70
71
72
73
74
75
78
79
81
83

TOTAL

THE NUMBER AND ANNUAL RETIREMENT
. BENEFITS OF RETIREES DISTRIBUTED
BY AGE AS OF JUNE 30, 2004

CLASS A MEMBERS

SERVICE RETIREMENTS

MEN

NUMBER AMOUNT

1 $ 37,738
3 120,261
3 96,416
2 43,003
4 121,028
1 34,703
1 28,572
3 . 115,001
1 35,546
3 80,379
5 181,767
5 163,857
7 204,242
4 129,337
6 161,434
2 72,365
7 240,736
4 125,807
3 62,589
6 138,192
1 15,959
1 923
1 43,668
2 58,900
1 27,462
! 21,800
1 21,357
1 20,161
4 69,079
1 21,520
1 23,509
1 17,613
1 14,637
1 18,714

8 % 2,568,275

NUMBER
1

WOMEN
AMOUNT
$ 30952
$ 30,952
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AGE

55 -

56
57
58
59
60

61
62

63
64
65
66
67
68
69
70

71
72
73
74
75
76
77

78"

79
80
81
82
83
84
85
86
87
88
89
90
93
98

TOTAL

THE NUMBER AND ANNUAL RETIREMENT
BENEFITS OF RETIREES DISTRIBUTED
BY AGE AS OF JUNE 30, 2004

CLASS B MEMBERS
SERVICE RETIREMENTS
MEN - WOMEN
NUMBER AMOUNT NUMBER AMOUNT
1 $ 10,352
1 $ 23,049
1 8,860 2 18,410
2 1,384
2 ) 27,744
2 © 19,456
, 1 224
4 60.661 2 5,871
3 36,978 3 33,246
2 34,812 3 43,808
7 48.504 i 1,357
9 97,965 2 19.956
5 77,881 3 20,560 -
4 28,069 5 41,361
11 85.814 6 34,692
4 47,022 3 12,902
1 15,670 1 10,707
6 66,753 3 41,130
5 36,634 3 3,133
I 25,622 5 52,600
2 8,447 3 37,733
5 68,711 1 352
1 8,868 1 4,376
7 45,951 2 18,906
] 17,943 1 1,609
1 2,514
3 25,370 2 18,033
2 4,766 1 6,787
5 38,572 2 9,152
1 4,753 3 27,246
1 6,776
] 6,178 - 1 6,086
] 15,864
1 10,441 1 3,651
3 24,528
2 20,154 1 3,276
1 11,915 1 7,566
| 10,349
107 $ 1,057,853 66 $ 512,207
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TABLE_7

THE NUMBER AND ANNUAL RETIREMENT
BENEFITS OF RETIREES DISTRIBUTED
BY AGE AS OF JUNE 30, 2004

CLASS A MEMBERS
DISABILITY RETIREMENTS
MEN WOMEN
AGE NUMBER AMOUNT  NUMBER AMOUNT
31 - : 1 s 10.746
4] T $ 27013
43 I 33.188
46 I 29.956
49 1 25.191
53 I 20488
57 1 13.102
71 ] 13.883
72 2 30212
82 ) ©24.239
11 $ 217,272 1 $ 10.746

- TOTAL
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/w THE NUMBER AND ANNUAL RETIREMENT.
N BENEFITS OF RETIREES DISTRIBUTED
[ BY AGE AS OF JUNE 30, 2004
CLASS B MEMBERS
DISABILITY RETIREMENTS
MEN WOMEN
- AGE NUMBER AMOUNT NUMBER . .. AMOUNT
42 1 $ -
44 2 35,072
45 : . 1 3 -
' 46 1 20,881 _
48 I 9,282 1 . 16.121
49 2 8,681 .
51 1 10,935 1 -
52 1 7.771 _
53 1 6,810 2 22,427
54 1 11,638 ] . 7,602
56 1 . 13,081
58 2 33,711
59 2 20.232
W 60 1 19,333
. 62 2 39,353
63 2 22,767
74 1 4,652
77 1 4,588
79 1 11,484
83 1 6,950

TOTAL 25 $ 287,221 ‘ 6 3 46.150




TABLE-9

AGE

11
46
47
51
60
61
63
69
72
77

 TOTAL

THE NUMBER AND ANNUAL RETIREMENT

BENEFITS OF BENEFICIARIES OF RETIREES
DISTRIBUTED BY AGEAS OF JUNE 30, 2004

CLASS A MEMBERS

BENEFICIARIES OF DECEASED MEMBERS

MEN ‘ WOMEN

 NUMBER - AMOUNT  NUMBER.

1
1
1
1
2
1
1
1
1
1

11 $

AMOUNT

6.076
6,782

8499

6916
9.132
19,749
9.538
15.038
5425
12,988

100.143
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B
N

N

AGE

39

41
51
55
57
- 59
62
64
65
66
68
69
70
71
72
73
74
77
78
79

81
82
87

TOTAL

80

THE NUMBER AND ANNUAL RETIREMENT
BENEFITS OF BENEFICIARIES OF DECEASED MEMBERS
DISTRIBUTED BY AGE AS OF JUNE 30, 2004 '

CLASS B MEMBERS

BENEFICIARIES OF DECEASED MEMBERS

NUMBER

MEN

5

AMOUNT

9,480

1,200

5,624

16,304

NUMBER

e

1

2
2
1
2
1
5
2
2
2
1
2
l
1
I
2
2

—_— N —

37

WOMEN
AMOUNT
h 6,398

15,040
14,591
7,580
9,131
6.808
29,600
10,023
8,071
19,911
1,632
11,579
8,059
4,765
5,026
6,135
11,018

8,712

8.401 .

16,310
9,331
1,087

3 219,208
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Fiscal Year Ending

June 30,
June 30.
June 30,
June 30,
June 30,
June 30,

Notes:

SCHEDULE E

Burlington Employees' Retirement System
Contribution Projections

- Class A & B Employees

Past Service

Total City Contribution

Projected Payroll Normal Contribution Contribution

$3,934287 125% §

$  31,374.680 $ 628,823 3
33.190.245 4,213,658 12.7% 1,657,474
34.849,757 4424341 12.7% 2,506,966
36.592.245  4,645558 12.7% 2,903,999
38.421,857 4,877,836 12.7% 2,930,836
40.342,950 5,121,728 12.7% 2,869,442

No future liability gains or losses are assumed; assets are assumed to earn 8% per annum.
Projected payroll assumed to increase 5% per annum.

-~ Unfunded accrued liability as of June 30, 2004 amortiz
All future changes in unfunded accrued liability amortized over 30 years.

4,563,110
5,871,132

6,931,307

7,549,556
7,808,672
7,991,170

14.5%
17.7%
19.9%
20.6%
20.3%
19.8%

ed over 30 years; initial recognition in FY 2006 contribution.
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Fiscal Year Ending

June 30, 2005
June 30, 2006
June 30, 2007
June 30, 2008
June 30, 2009
June 30, 2010

Notes:
No future liability gains or losses are assumed; assets are assumed to earn 8% per annum,

Projected payroll assumed to increase 5% per annum.
Unfunded accrued liability as of June 30, 2004 amorti

SCHEDULE E

Burlington Employees' Retirement System:
' Contribution Projections

Class A Employees

_ Past Service
Projected Payroll Normal Contribution Contribution
$ 8169478 $ 1,604,485 19.6% § 241,702
8.341.093 1,676,560 20.1% 784,127
8,758,148 1,760,388 20.1% 1,217,884
95196.055 1,848,407 20.1% 1,420,187
9.655,858 1,940,828 20.1% v 1,433,876

10.138,651 2,037,869 20.1% 1,402,904

All future changes in unfunded accrued liability amortized over 30 years.

Total City Contribution

$

1,846,187
2,460,687
2,978,272
3,268,594

3,374,704

3,440,773

22.6%
29.5%
34.0%
35.5%
34:9%
33.9%

zed over 30 years: initial recognition in FY 2006 contnbutlon
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Fiscal Year Ending

" June 30, 2005
June 30, 2006
June 30, 2007
June 30, 2008
June 30, 2009
June 30, 2010

>

Notes:

No future liabi lity gains or losses are assu

SCHEDULE E

Burlington Employees’ Retirement System
Contribution Projections

Class B Employees

' Past Service

Projected Payroll Normal Contribution Contribution

$  23.205,202 $2,329.802 10.0% § 387.121

24.849,152 2,537,098 10.2% 873.347
26,091,610 2,663,953 10.2% 1,289,082
27.396,190 2,797,151 10.2% 1,483,812
28.766.000  2,937.008 10.2% 1.496.960
30.204.300 3,083,858 10.2% 1,466,538

. Projected payroll assumed to increase 5% per annum.

Unfunded accrued liability as of June 30,2004 amort

All future changes in unfunded accrued liability amortized over 30 years.

med; assets are assumed to earn 8% per annum.

Total City Contribution

$

2,716,923
3,410,445
3,953,035
4,280,962
4,433,968
4,550,397

11.7%

13.7%
15.2%
15.6%
15.4%
15.1%

1zed over 30 years: initial recognition in FY 2006 contribution,
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Burlington Employees' ‘Retirement System
Contribution Projections

Class A & B Employees
) Past Service : .

Fiscal Year Ending  Projected Payro|l Normal Contribution Contribution Total City Contribution
June 30, 2005 $§ 31,374,680 3 3,934,287 12.5% § 628,823 $ 4,563,110 14.5%
June 30, 2006 033,190,245 4,213,658 12.7% 1,657,474 5,871,132 .17.7%
June 30, 2007 34,849,757 - 4,424,341 1279, 2,506,966 6,931,307 19.9%

. June 30, 2008 36,592,245 .4,645,558 12.7% 2,903,999 7,549,556  20.6%

- June 30, 2009 38,421,857 4,877,836 12.7% 2,930,836 . 7,808,672  20.3%

June 30, 2010 40,342,950 5,121,728 12.7% 2,869,442 7,991,170  19.8%
“June 30, 2011 . 42,360,098 5,377,814 12.7% 2,869,442 - 8,247,256 19.5%
June 30,2012 44,478,103 5,646,705 12.7% 2,869,442 . 8,516,147  19.1%

June 30,2013 46,702,008 5,929,040 12.7% 2,869,442 8,798,482  18.8%

June 30, 2014 49,037,108 6,225,492 12.7% 2,869,442 9,094,934 " 18.5%

June 30, 2015 51,488,964 6,536,767 12.7% 2,869,442 9,406,209 18.3%

Notes: . .
No future liability gains or losses are assumed; assets are assumed to earn §% per annum. .

Projected payroll assumed to increase 5% per annum.

Unfunded accrued liability as of June 30, 2004 amortized over 30 years; initial recognition in FY 2006 contribution,

All future changes in unfunded accrued liability amortized over 30 years.
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Fiscal Year Ending

June 30, 2005,
June 30, 2006
June 30, 2007
June 30, 2008
June 30, 2009
June 30,2010
June 30, 2011
June 30, 2012
June 30, 2013
June 30, 2014
June 30, 2015

Notes:

No future liability gains or losses are assu

Burlington Employees' Retlrement System
Contribution Projections

Class A Employees

Projected Payroll Normal Contribution

$.

8,169,478
8,341,003
8,758,148
9,196,055
9,655,858
10,138,651

10,645,583
11,177,862

11,736,755
12,323,593
12,939,773

Projected payroll assumed to increase 5%

Unfunded accrued liability as of June 30,20
All future changes in unfunded accrued liab

$ 1,604,485
1,676,560
1,760,388
1,848,407
1,940,828
2,037,869
2,139,763
2,246,751
2,359,088
2,477,043
2,600,895

19.6%

.20.1%

Past Service
Contribution Total City Contribution

$

241,702 §

784,127
1,217,884
1,420,187
1,433,876
1,402,904
1,402,904
1,402,904
1,402,904
1,402,904
1,402,904

med; assets are assumed to earn 8% per annum.

per annum.
04 amortized over 30 years; initial recognition in FY 2006 contrlbutlon.

ility amortized over 30 years

1,846,187
2,460,687

2,978,272

3,268,594
3,374,704
3,440,773
3,542,666
3,649,654
3,761,992
3,879,946
4,003,798

22.6%
29.5%
34.0%
35.5%
34.9%
33.9%
33.3%

32.7%

32.1%
31.5%
30.9%
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Burlington Employees' Retirement System
Contribution Projections

Class B Eniployees

Past Service

Fiscal Year Ending Pro[ectéd Payroll' Normal Cbntribution Contribution Total City Contribution

June 30, 2005 $ 23205202 $2329.802 10.0% § 387,121 $  2,716923 11.7%

‘June 30, 2006 24,849,152 2,537,098 10.2% ) 873,347 03,410,445  13.7%
June 30,2007 26,091,610 2,663,953 10.2% " 1,289,082 3,953,035  15.2%
‘June 30, 2008 T 27,396,190 2,797,151 10.2% 1,483,812 4,280,962  15.6%
June 30, 2009 28,766,000 2,937,008 10.2% 1,496,960 4,433,968  15.4%
June 30,2010 30,204,300 3,083,858 10.2% . 1,466,538 4,550,397  15.1%
June 30, 2011 31,714,515 3,238,051 10.2% 1,466,538 4,704,590  14.8%
June 30,2012 033,300,240 3,399,954 10.2% - 1,466,538 4,866,492  14.6%
June 30, 2013 34,965,252 3,569,952 10.2% 1,466,539 5,036,490 14.4%
June 30, 2014 36,713,515 - 3,748,449 10.2% 1,466,538 5,214,988  14.2%
June 30, 2015 38,549,191 3,935,872 10.2% 1,466,538 5,402,410  14.0%
Notes:

No future liability gains or losses are assumed; assets are assumed to earn 8% per annum.

Projected payroll assumed to increase 5% per annum.
Unfunded accrued liability as of June 30, 2004 amortized over 30 years; initial recognition in FY 2006 contribution.

All future changes in unfunded accrued liability amortized over 30 years.
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Assumption Changes Approved by the Retirement Board as
Reflected in June 30, 2004 Actuarial Report (See Above Section).
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Assumption Changes Approved by the Board

(Money amounts given that were in the assumption changes recommendations.)

> Withdrawal and vesting - more A and B leave without being vested, or with a

small amount of accrued benefit.
$53,000 savings for A
$34,000 savings for B

on disability are lowered.
$ 59, 000 cost for A
$141,000 cost for B

Service and early retirement — increase number of early and service retirements
for A, and lower the assumed rates for B.

$171,000 cost for A

$143,000 savings for B
Disability retirements - no changg, no cost change

Assumed interest rate - 8% is left with no change

Change the amortization period from 10 to 30 years

ety

~Mortality —assiumed ratés of Heathare ot ehaniged, Hsstured Fates f death widis ™"
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May 24, 2004

Resolution ANNUAL APPROPIATION AND BUDGET FOR
FISCAL YEAR BEGINNING JULY 1, 2004

Comments on the above Resolution: The City Council on

May 24, 2004 as part of the Resolution on the FY05 Annual Budget

- Appropriations requested a report back form the Retirement Board
on the status of the Buck Consulting actuarial assumptions. The
Resolution also stated that the City Council “strongly urges the
Retirement Board to adopt those amendments to the assumptions,
or show cause to the City Council, on of before July 12, 2004, why
these amendments have not been adopted”.

The Retirement Board subsequently adopted, in part, the Buck
Consulting recommendations,; however, these came only in time
for the June 30, 2004 valuation which was then used to as the basis
for the change in the FY06 Budget.

For Reference:
The Actuarial Is used to the
Valuation for the Budget for the
period ending: | Fiscal Years

' below:

6/30/02 | FY 2004
3/30/03 | FY 2005
6/30/04 FY 2006
6/30/05 FY 2007
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] 1 Relatin ' : Sponsdr@pnicilors Montroll,
Resolutmn.Relatmg to | e Ner Faesi—

O

Introduced: _ 05/10/04
* Referred to: '

ANNUAL APPROPRIATION AND BUDGET FOR

FISCAL YEAR BEGINNING JULY 1, 2004 Action: __adopted -

Date: . 05/24/04
05/28/0%

Signed by Mayor:

CITY OF BURLIN GTON

That WHEREAS, Sectlon 157 of the City Charter requires that the Mayor on or before

: June 15 of each year, provide to the City Councﬂ an estimate of the necessa:ry appropriations to

cover the expenses of each department and branch of the City government for the next fiscal
year; and | |
WHEREAS, the Mayof on May 10, 2004 provided to the City Council a Recommendeci
Budget for the Fiscal Year beginning July 1, 2004 which is'an estimate of the necessary
appropriations to cover the expenditures of eaéh_ fund, department and branch of City
government, also an estimate of the revenues from sources other than property tax'ation,

including certain carryover revenues, and the amount to be raised by taxation upon real and

* personal property within the City of Burlington; and

WHEREAS, pursuant to Section 157 of the Clty Charter it is necessary to adopt abudget
and make annual appropnatlons for the Fiscal Year begmmng July 1, 2004

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Burlington,
that said estimates (;f the revenues and e);pendimres shown, t-hé schedules and accompanying
narraﬁve and tables of the Mayor's Recommended Budget, as amended herein, are hereby

adopted as the annual apprdpriation and budget of the City of Burlington for the
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Resolution Relating to ANNUAL APPROPRIATIONAND BUDGET FOR
- FISCAL YEAR BEGINNING JULY 1, 2004

Fiscal Year beginning July 1, 2004 (Fiscal Year 2005) amounting to One Hundred Fifty-three

Million Five hundred Ninety-five Thousand One Hundred and Eighty Dollars ($153,595,180);

and

BE IT FURTHER RESOLVED that the appropriations for the General Fund‘speciﬂed

within the budget notwithstanding, programs designated as follows: library book fimd, City Kids,

Parks & Recreation Special Proj ects Burlington City Arts, Memorial Auditorium, 242 Main,
ambulance billing, recychng, DEA Equitable Sharing drug forfelmre Comprehensive Code
Enforcement, all grants, all Special Revenue Funds, all Enterprise Funds, and all Capital Project

Funds, shall not be considered appropriations which are available for expenditure unless and to

~ the extent there is received for the benefit of such accounts the level of estimated revenue for the

credit of such accounts equivalent to the amount set forth in the bt.dget; and

BE IT FURTHER RES OLVED tﬁét the appropriations contained in the budget
notwithstanding, funds for capital improvements and capital projects shall be cons1dered as
appropnated to contmgency accounts W1th expendltures therefrom being authorized only upon
‘the transfer of all ora portlon of such funds to comparable expenditure accounts by the Board of
Finance or by this City Council; and

BE IT FURTHER RESOLVED that the unexpended balances from the appropriations -
previously made for the continuing and existing grants and programs, general capital
improvements, debt seﬁice reserves, central ci;cy cbmpute;, insurénce reserves, and capital

projects funds shall be carried over to the Fiscal Year 2005 Budget upon completion of the

outside Audit; and
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ANNUAL APPROPRIATION AND BUDGET FOR

3 ) :
Resolution Relating to
\ FISCAL YEAR BEGINNING JULY 1, 2004

BE IT FURTHER RES OLVED that the full expenditure of "Designated F unds,"
including remaining small working capital bond funds, and in the Fund Balance of the General
Fund shall not exceed an amount that the remaining balance is inadeduate to provide a sufficient
reserve for uncollected delinquent taxes; and

BE IT FURTHER RESOLVED that the employee posjtions now authorized for Fiscal
Year 2005 shall be as set forth in Volume I, Chapter 3, Department Personnel Schedules, of
the budget, filling of any vacant position shall be made withjn the budget level for that position
including any accrued and paid benefits, not including retirement benefits, to thé émployee
leéving the position; and |

BE IT FURTHER RESOLVED that the Police Department is authonzed to temporanly

increase the level of sworn personnel to 109 within available budget authorization in order to

adjust to staff leaving and hiring, and to more qlosely maintain the regular authorized staffing

level of 104 (including officers assigned to the Airport) sworn personnel; and

BE IT FURTHER RESOLVED that the Board of Finance will review the vacancy ﬁlliﬁg V

and reclassiﬁcation procedures for City employees and modify those procedures -as necessary,

unt11 such t1me as modlﬁcatlons are made no vacancy or reclassification in any position shall be

posted, advertlsed or filled without advanced approval of the Board of Finance; and
BE IT. FURTHER RESOLVED that thé Comrnunity and 4E¢onomic Development
Department is authorized to charge up to 15% construction management fee to offset

construction management costs of Neighborhood Plahm'ng Association construction projects;

and
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ANNUAL APPROPRIATION AND BUDGET FOR

Resolution Relating to FISCAL YEAR BEGINNING JULY 1, 2004

BE IT FURTHER RESOLVED that the Mayor’s Recommended Budget includes

. revenues from State PILOT of $495 ;000 based upon the early action of the Vermont Legislature,

and that in the event that all or some of that increase is not realized, the Mayor may submit a

supplemental budget resolution with a recommended decrease in municipal service; and

BEIT FURTHER RESOLVED that thé Geﬁeral Fund appropriations sp'eciﬁed within the
budget for tréining and travel and computer notwithstanding, shall not be considered
appropriations which are available for expenditure uﬁless and to the extent that s;lfﬁcient funds
are availab’le; for health benefits and other employee benefits; aﬁd

| BEIT FURTI-IBR RESOLVED that for'the purposes of improving the budget process thel
street excavation fees for the water and electric finds shall be éef based upon projected
excavation activity and historical excavation cost of these departmenté and for .the budget year
beginning July 1, 2004 the payments shall be $75,000 from the electric fund and $70,000 from
the water fund; and
BE IT FURTHER RESOLVED that the Chief Administrative Officer may, frorﬁ time to

time, make expenditures, from the General Fund of the City, for the purpose of acquisition,

construction and installation of certain capital improvements or other obligations. The City may
intend that such expenditures, including but not limited to parking and terminal improvements at

the Burlington International Airport, downtown parking, Telecommunications Project, and street

capital improvements, be reimbursed through the issuance of tax-exempt bonds or other

obligations and puisuant to Treasury Regulations Section 1.150-2, the City must declare an
intent to reimburse such expenditure with the proceeds of bonds or other obligations. The Chief

Administrative Officer is hereby authorized and designated as a representative of the City to
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Resolution Relating to -

ANNUAL APPROPRIATION AND BUDGET FOR
FISCAL YEAR BEGINNING JULY 1, 2004

adopt an official intent, on behalf of the City, to determine, in eeich case, whether an

expenditure for capital improvements will be reimbursed with the proceeds of bonds or other

form of obligation; and

BEIT FURTHER RESOLVED that the following fees are to be set at the levels indicated .

in this section:

Amend fees for Planning and Zoning Services as follows:

Basic Zoning Permit Level 1 increased to $60 from $45

Basic Zoning Permit Level IT increased to $90 from $80

Certificate of Appropriateness Level IT increased to $4.50/$1,000 or
$.25/sf from $4.00/$1,000 or $.20/sf,

- Public Hearing Fees - Major Impact Projects increased to $200 &
~$1 10/81,000-or $.10/sf from $200 & $1. OO/$1 000 or $.054/sf.

Subd1v1s1on Level III Fees: .
A. Preliminary Plat Application Fee increased to $300/lot from $125/lot.

B. Preliminary/Final Combination Apphcatlon Fee increased to $3 OO/lot

from $125.
C. Final Plat Application Fee increased to $300 from $125/lot.

Establish and Amend fees for Operation of the Cemetery as follows:

Establish a fee for space in Columbarium at $1,000 for City residents and
$2,000 for non-residents.

Establish a consistent price of $800 for all full openings to replace a

pricing system based upon season of the year and/or day'of the week.
Establish a consistent price of $400 for all cremations to replace a pricing

system based upon season of the year and/or day of the week.
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Resolution Relatlng to ANNUAL APPROPRIATION AND BUDGET FOR
FISCAL YEAR BEGINNING JULY 1, 2004

Amend certain fees and charge for the Parks & Recreation Department as follows:
Ice Arena- Olympic Surface Rental

Non-Commercial Increased to $125 from $120
Commercial Increased to $135 from $130

Picnic Shelter Rental
Oakledge Park o ,
Half Day Increased to $100 from $85
Full Day Increased to $150 from $120

Waterfront Park :
Half Day Increased to $85 from $75
Full Day Increased to $125 from $110

North Beach (new facﬂity) — establish fees
Half Day $135
Full Day $200

Waterfront Parking Fee
First hour increases to $3 from $2
$1 each additional hour (no change)
Maximum per day increased to $7 from $6

Seasonal Moorings . '
Resident charge increased to $38/ft. from $35/1t.
Non-Resident charge increased to $45/ft from $42/ft.

Seasonal Boat Slips
Perkins Pier:
Resident. fees increased to $1,100 from $1,050
Non-Resident fees increased to $1,300 from $1,250

Boathouse : .

Resident increases Non-Resident increases
22’ slip to $1,500 from $1,400 “to $1,700 from $1,600
25’ slip to $1,650 from $1,550 to $1,900 from $1,800
30’ slip to $2,100 from $2,000 ‘ to $2,400 from $2,310
35’ slip to $2,360 from $2,260 - to $2,720 from $2,620

40’ slip to $2,750 from $2,600 to $3,150 from $3,000
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Resolution Relating to

ANNUAL APPROPRIATION AND BUDGET F OR
.- FISCAL YEAR BEGINNING JULY 1, 2004

Amend certain fess and charge for the Police Department as follows:
Regulation of Security Alarm Systems _
* Annual fee increased to $36 from $10 per year |
For civil offenses, penalties range up to $500 with a waiver penalty of $100 -
waiver penalty formerly was $50
Response Charges shall be assessed as follows (formerly called false alarms):
First Response — a first warning issued with no fine
Second Response — a second Warning with no ﬁne - formerly fine Was $50
Third Response — charge a $75 fine — fonnerly fine was $70
Fourth Response — charge a $100 fine formerly ﬁne was $75
Five or More Responses — charge a $150 ~ formerly fine was $ 100; and
BEIT FURTHER RESOLVED that the City Council hereby refers to the Ordinance

Committee any fee Increase requiring such Ordinance Committee approval; and

BE IT FURTHER RESOLVED thet the City of Bilriington has adopted the goal of
compai‘eble worth, or cemparable pay for comparable work, as a guiding principle of the
employee compensation, and‘

The City Council, while mindful of recruitment and retentlon pressures in the instance of
some positions in the City Workforce based upon changing market conditions, recognizes that |
under the eyes of the law and the general public it, the City Council, is considered the employer
of those Workmg i all city departments, has concerns that the continued utilization of separate
classification and compensatlon plans in the electnc and other city departments may undermine
the goal of comparable pay for comparable work, and '

That tﬁe City Council does and hereby declares that it is the official ‘position of the City,

subject to collective bargaining, that the Electric Department employees be employed under a
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Resolution Relating to  ANNUAL APPROPRIATION AND BUDGET FOR

FISCAL YEAR BEGINNING JULY 1, 2004

unified classification and compensation plan with those employees currently under the Willis

plan, and directs the Electric Department under the direction of the Chief Administrative Officer
to engage an outside consultant ts revi'ev.v the Willis and Electric Department classification plans
and to recommend a prudent course of action to merge as soon as practicable the current
Electric plan and employees into.the Willis Plan or a comparable uniﬁed'plarlt and that such
recommendatiqn be providé‘d to the City Council no later than June .1, 2005; and

BE IT FURTHER RESOLVED that the City Council acknowledges the receipt by the
Retirement Board of a report by Buck Consultants dated March 19, 2003 which contained
recommendations on mendﬁeﬁts to assumptions useci in the actuarial analysis of the retirement
plan and strongly urges the Retirement Board to adopt those a.méndments to the assumptions

changes, or show cause to the City Council, on or before July 12, 2004, why these amendments

have not been adopted. The assumptions amendments include withdrawal and vesting, mortality,

service and early retirement, inflation, salary increase, and Half—(;OLA and No-COLA options; and
BEIT FURTHER RESOLVED that the City Council requests the Mayor to cause the
following reports to be prsvidéd to the City Council regarding the Comprehensive Code
Enforcement Office, 1) no later than July 12, 2004, a report on the consultant’s information
technology review of Code Enforcement needs, and 2) no later thaﬁ the ﬁrstVCity Council
meeting 60 days following ths hiring of a new Comprehensive Codé Enforcement Officer a
report on the stafﬁng deployment, allotment of staff time among minimum housing, qualiq./ of
life and problem property assignments, re-inspection strategies, staff training, customer fesponse

systems, and information technology systems.

Ib/kas/c: Resolutions 2004/Annual Appropriation and Budget 7-1-04 (Budget)
5/6/04; 5/19/04
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Section 9

February 2, 2004

Report from Mellon Financial Company (Actuaries) to the
Members of the (Retirement) Board re “REPORT ON THE
FIFTIETH ACTUARIAL VALUATION OF THE BURLINGTON
EMPLOYEES’ RETIREMENT SYSTEM, PREPARED AS OF
JUNE 30, 2003”.
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REPORT ON THE FIFTIETH
ACTUARIAL VALUATI ON OF THE
BURLINGTON EMPLOYEES' RETIREMENT SYSTEM

PREPARED AS OF JUNE 30, 2003
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% (’r) @ Mellon V Human Resources & Investor Solutions

February 2, 2004

Retirement Board _
Burlington Employees' Retirement System
Burlington, Vermont 05401

Members of . The Board:

Article II, Division 2, Section 24-60 of the ordinance in relation to the Burlington
Employees' Retirement System provides for actuarial valuations of the assets and
liabilities of the System at least once every three years and more often if the Retirement

Board so directs.

The fiftieth actuarial valuation of the System, prepared as of June 30, 2003, has now been
completed and the results are presented in this report, together with our recommendations -
in regard to the contributions payable by the City and the disclosure information for
accounting purposes required by the Governmental Accounting Standards Board.

The valuation results are based on the same assumptions as the previous valuation,
: ’/D- including an interest rate of 8% per annum and assumed cost-of-living increases in
“benefits-of 4% per annum. The actuarial assumptions and methods used in this valuation

are described in Schedule B. :

The results of the valuation are based on the Plan provisions in effect on June 30, 2003.
A summary of the System provisions is shown in Schedule C. '

The Table of Contents, which immediately follows, outlines the material contained in the
report. - o -

* Respectfully submitted,
(Signed) RICHARD K. BECK

Richard K. Beck _
Principal and Consulting Actuary

One Pennsylvania Plaza * New York, NY 10119-4798
(212) 330-1000 Office » (212) 695-4184 Fax
www.mellon.com

A Mellon Financial Company.™
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REPORT ON THE FIFTIETH ACTUA

RIAL VALUATION OF THE

\ . BURLINGTON EMPLOYEES' RETIREMENT SYSTEM
PREPARED AS OF JUNE 30, 2003
SECTION I - SUMMARY OF PRINCIPAL RESULTS
For convenience of reference, the principal results .of the valuation and a comi)afison with the
preceding year's results are summarized below,
‘Valuation Date . 6/30/2003 -6/30/2002
Class A: ' .
Number of active members . 173 165
Earnable compensation 6,699,679 3 6,146,714
Number of retirees and beneficiaries 115 112
- Annual retirement benefits 2,914,602 $ 2,833,302
Number with vested rights 9 9
Class B: '
 Number of active members L 565 554
Earnable compensation $ 21,076,650 $ 19,903,599_ ,
R Number of retirees and beneficiaries- 235 222
Annual retirement benefits - 2,071,333 | $ 1,893,167
Ndmber with vested rights 323 314
Actuarial Value of Assets o o
Class A $ 55,507,075 $ 57,595,530
Class B 54,018,878 -~ 55,384,746
~-| Unfunded Past Service Cost (Surplus) N
Class A 3,434,583 $ (2,037,533)
__Class B 4,087,182 (1,826,302)
:Contributions for Fiscal Yedr " ~ 2005 2004 . . -
Class A: . B .
Normal Rate.. 19.64% 19.83%
Past Service Contribution 241,703 $ (240,193)
Class B: 4
Normal Rate 10.04% 9.93%
Past Service Contribution . 387,121 $  (986,606)
z/w)

@ Mellon }f
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Comments on the valuation results as of June 30, 2003 are set forth in Section IV and further

discussion of the contribution levels is set' out in Section V. Section VI presents the referenced

disclosure information for accounting purposes.

Schedule B of this report outlines the full set of actuaria) assumptions and methods employed. The

valuation was based on the same assumptions and methods as the previous valuation,”

Schedule C presents @ summary of the principal System provisions as mterpreted for the valuanon

The valuation was based on the same Plan provisions as the previous valuanon

SECTION II - EMPLOYEE DATA
e s WVMULOYEE DATA

‘ Employee data were ﬁlrmshed by the Renrement Administrator.

Tables 1 through 4 of Schedule D show the number and annual earnable compensation of active

members who were included in the valuation, whlle Tables 5 through 10 of Schedule D show the
number and annual retrrement benefits of retirees and beneﬁcxarles included in the valuatlon In
addition, there are 9 Class A fonner members and 323 Class B former members entitled to deferred

vested benefits.

SECTION 101 - ASSETS

The amount of assets tal\en into account in thlS valuation is based on 1nformat10n reported by the

Reurement Adrmmstrator

Assets are valued on the basis of a five-year expected average market value rnethod The operation of
this method is described . m Schedule B. Based on this method, the actuarial value of assets amount to
$109,525 953 This may be compared to current book and market values of $78 074,670 and

$88,088,612, respectively.  All asset figures reflect receivable contributions of $7, 924 accounts

Q payable of $110,758, and accrued interest of $1,011,552.

Mellon
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As part of the valuation procedure, investment earnings for the year ending June 30, 2003 have been
analyzed. Based on the procedures used and .certain approximations, the yield for the year is
determined as being .3.51% based on market value of assets and 0.28% based on actuarial value of

assets.

SECTION 1V - COMMENTS ON VALUATION _
The projected unit credit actuarial cost method was used for this valuation. Under this cost method,

benefits for active participants are detenmned on the basis of prOJected compensatlon at the time of

anticipated termination and service credited to the valuation date The normal cost under this method

is the value of the difference between the benefits accrued for service to the valuation date and the

benefits based on service to one year after the valuation date. -

. . . \
Schedule A of this Teport contains the valuation balance sheet, which shows the present and
prospectlve assets and liabilities -of the Plan as of June 30, 2003, Smce the Plan is valued on a unit

credit cost method basis, the balance sheet does not take into account accruals after the valuation date.

The valyation balance sheet shows that as of June 30, 2003 the Plan has accrued liabilities of
$117,047,718. Of this amount $58,772,123 represents the present value of beneﬁts payable on
account of retired members, beneficiaries and former members entitled to deferred vested beneﬁts and
$58,275,595 represents the present value of prospective benefits payable on account of active
members. Agamst these hablhttes the Plan has actuarial assets of $109,525,953. The difference
between the total habtlmes of $117,047,718 and the assets of $109,525,953 is $7,521,765 which
represents the unfunded past serv1ce cost as of June 30, 2003. Schedule A contains a breakdown of the

assets and liabilities described above by membership class.




/’_\\>~ SECTION V - APPROPRIATION TO BE MADE BY THE CITY

Article 11, Division,' 1, Section 24-32 of the ordinance governing the operation of the System provides
that the Retirement Boarg shall certify to the Board of Finance the amounts payable by the City to the

System, including an estimated amount required for operating expenses.

"The contribution by the City, excluding Operating expenses, consists of

(®  anormal contribution to cover the cost of benefits expected to accrue under the Plan

- member contributions equal to 8.8% of compensation, plus
() . apast service contribution to liquidate the unfunded past service cost over a 10 year

period from the date of establishment in accordance with the policy adopted by the

Retirement Board,

. f > Based on the latest valuation results and the adopted funding policy, the following table sets forth the

basis for determining the City's contributions, excluding an amount for operating expenses, for the

fiscal year beginning July 1, 2004,
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CONTRIBUTIONS PAYABLE BY THE CITY

O , TO THE SYSTEM
' : PERCENT OF
’ __ CONTRIBUTION AMOUNT COMPENSATION I
Class A :
Normal $ 1,604,485* , 19.64% f
Past Service ‘ 241,703 2.96%* ~
Total - $ 1,846,188
Class B : .
- Normal) ‘ $ 2,329,802% 1 10.04%
Past Service 387,121 ‘ 1.67%*
Total $ 2,716,923

*  Estimated based on fiscal year end 2005 budget payrolls of $8,169.478 and $23,205,203 for
Class A and Class B, respectively. :

The recommended normal contribution rates in the table above should be applied. to the respectlve
eamable compensation of Class A and Class B members of the System for the fiscal year endmg in
year 2005 in order to determine the requlred appropriations for currently accruing benefits. In
addition, the amount estimated to be required for operatmg expenses of the System is to be 1ncluded in

TN the certification of the Retxrement Board.

—

SECTION VI - ACCOUNTING INFORMATION

Statement Nos 25 and 27 of the Governmental Accounting Standards Board, issued November 1994,
established standards of disclosure of pension information by public retlrement systems. The annual
pension cost is .determined as the annual requxred contribution under the Plan’s regular funding method
. with adjustments made to reflect the employers net pensxon obligation (NPO) The NPO ‘is the
cumulative dlfference between the annual penswn cost and the actual contributions made s1nce January
1, 1987 The annual pensmn cost is adjusted for interest charged on the NPO at the valuation interest
rate and amortization of the NPO. The annual pension cost (income) under this policy for the ﬁscal
year ending June 30, 2003 js $1,079,911. The statements also require the followmg supplementary
information be furnished by the actuary. The Schedule of Funding Progress details the progress made
over the last six years in accumulatmg sufficient assets to provide for benefits when they are due. The
~~~.  Schedule of Employer Contrlbutlons shows the required and actual contributions over the last six

\“'/ years The Schedule of Annual Pensmn Cost shows the Annual Pensmn Cost for the last 3 years

@ Mellon /
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REQUIRED SUPPLEMENTARY INFORMATION

a0 ,
o SCHEDULE OF FUNDING PROGRESS
. :
-Actuarial Excess as a
Actuarial - | ‘Accrued Excess of percentage
Valueof | - Liability Assets over Funded Covered of Covered
[ "Valuation Assets | (AAL) . AAL - Ratio Payroll Payroll
f Date | (a) A Ay (a-b) “(a/b) (¢) ((a=b)/e)
6/30/98 © 81,368,557| 71,053,792 10,314,765 114.52% 21,325,110 48.37%
. 6/30/99 92,782,371 176,225,530 16,556,841 121.72% 22,938,963 72.18%
. 6/30/00 | ' 111,224 657 96,610,677 | 14,613,980 115.13% 23,914,477 61.11%
b 6/30/01 114,203,990| 101,700,266 12,503,724 112.29% 24,730,357 50.56%
6/30/02 112,980,276 | 109,116,441 3,863,835 | 103.54% 26,050,313 14.83%
' 6/30/03 109,525,953 | 117,047,718 (7,521,765) 93.57% 27,776,329 -27.08%
{ SCHEDULE OF EMPLOYER CONTRIBUTIONS
d . | Actmal .Percentage . .
[ ion | Contribution ;| :Centributed -
T 7 1,013,907 100.00%
- / W 6/30/99 752,481 752,481 100.00%
% S’ 6/30/00 43,834 43,834 100.00%
' 6/30/01 274,878 274,878 100.00%
. 6/30/02 767,446 767,446 100.00%
| 6/30/03 1,079,911 1,079,911 100.00%
1 . - A
SCHEDULE OF ANNUAL PENSION COST
" Year: Jdonual:: ) Percentage | NetPension .
_Ended: 7| “Pension Cost |- Contributed | - Obligation -
6/30/01 274878 [ 100.00% 0
6/30/02 767,446 100.00% 0
Y, 6/30/03 1,079,911 100.00% 0
)
: (\" )
e
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SECTION VII - EXPERIENCE
== AV YU - BAPERIENCE
Records are being maintained whereby the actual experience of active and retired members is being

compared with that expected on the basis of the tables adopted' by the Retirement Board. In this way,

+ deviations in the experience from that anticipated will be noted and any adjustments beheved necessary

will be brought to the attention of the Retirement Board.
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SCHEDULE A

_ VALUATION BALANCE SHEET ‘
SHOWING THE ASSETS AND LIABILITIES ACCRUED UNDER THE
BURLINGTON EMPLOYEES' RETIREMENT SYSTEM

AS OF JUNE 30, 2003 = -

ASSETS
-Class A Class B Total
Members Members System
Valuation Assets : $ 55,507,075 54,018,878 $§ 109,525,953
Unfunded past service cost/(surplus) __ 3,434,583 ' _4.087.182 7,521,765
Total Assets $ 58941658 § 28,106,060 §$ 117.047.718
LIABILITIES
Present value of benefits payable on |
- account of retired members, beneficiaries
(C) and members entitled to deferred vested
- benefits . $ 34,588,160 § 24183954 § 58,772,123
'Present value of prospective benefits ‘
accrued to date on account of present active
members : 24.353.489 33,922,106 58,275,595
" Total Liabilities ' $§ 580941658 - $ 58,106,060 $  117.047.718




Page 15

———

.....,

—

————
. -

Vested Retirement
Eligibility
Amount of Benefit

Class A .

Class B

Survivor Spouse's Pension

Eligibility

Amount of Benefit -

1

Offsets on Benefits

Contributions
By Members

Claés A

Class B

By City

All Members. 3 years of creditable service.

A percentage grading from 20% after 3 years to 100% after 7
years, of the benefit calculated using AFC and creditable

- service at termination. The benefit is payable commencing at

age 55. Member may elect early receipt with reduction as for
S€rvice retirement prior to age 55.

Same form as Class A except benefit is p'ayable at age 65. :

Member may elect early receipt with reduction ag for service
retirement prior to age 65.

All Members. Death of a terminated member entitled to a .

vested retirement benefit . prior to commencement of such
benefit. | :

50% of reduced accrued benefit reflecting the 50% Joint and
Survivor form of payment (ages as of date payments
commence) payable at member's early retirement date.

Spouse may' elect to receive payments later than member’s
early retirement date with no reduction for receipt at member's
65th birthday. :

Disability and accidental death benefits are offset by
workmen's compensation paid for the same disability or death.

8.8% of earnable compensation for the first 35 years of
creditable service, none thereafter. Co

None.

Remainder necessary to fund for the benefits of the System on
an actuarial basis. '

1

@ | Melion
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N

AGE

19
22
23
24
25
26
27
28
29
30

= 31

/> ' 32
' 33
34

35

36

37

38

39

TABLE 1

SCHEDULED

THE NUMBER AND ANNUAL EARNABLE COMPENSATION OF
' ACTIVE MEMBERS DISTRIBUTED BY AGE '
AS OF JUNE 30, 2003

NUMBER

40

41
42
43
44
45

46 .

47
48

/‘\;
()

1
4
4
2
6
5
7
7
7
5
6
8
9
7
9
8
8
6
8
6
4
7
3
3
1
3
4
5

MEN

$

CLASS A MEMBERS

AMOUNT

25,874
. 116,946
106,705
68,038
188,095
170,170
232,711
233,317
230,504
172,590
206,406
270,554
323,918
251,531
335,770
322,232,
334,096
238,188 -
343,959
254,039
165,421
313,064
143,028 .
119,649
51,423
125,390
198,219
252,320

WOMEN
NUMBER AMOUNT

1 $ 29,083
1 29,083
) 35,046
1 39,918
1 49,074
1 : 35,658
1 52478
1 38,526
1 44,219
1 37,327
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Class B

fro———

Cost of Living Adjustment .

Service Adj.ustmeﬁt :

Disability Retirement
Eligibility .

( .
\) Amount of Benefit

of .5% for creditable service between 25 and 35 years and no
cost-of-living adjustment.

Prior to age 55, the above benefit based on AFC and creditable
Service at retirement reduced actuarially for the period of time
by which retirement precedes the earlier of 25 years creditable
service and age 55. For employees who terminate with 20 to
25 years of creditable service the above benefit based op AFC
and creditable service at retirement reduced by 1.82% for each
year that creditable service js less than 25 years.

Age 65 and older, the greater of (i) 1.6% of AFC (at age 65
times creditable service not in excess of 25 years plus .5% of

AFC (at age 65) times creditable service in excess of 25 years .

or (ii) the actuarial equivalent of the benefit determined at age
65. This benefit will be increased by the cost of living
adjustment detailed below.,

- In lieu of thijs benefit, at the time of retirement, a member may
choose an accrual rate of 1.9% for the first 25 years of service

Plus an accrual of 5% for creditable service in excess of 25
years and a cost of living adjustment equal to one-half of the
cost of living adjustment detailed below, or an accrual rate of
2.2% for the first 25 years of service plus an accrual of 5%
for creditable service in excess of 25 years and no cost-of-
living adjustment.

Prior to age 65, the éﬁové benefit based on AFC and creditable
service at retirement reduced by 2% for each year that
retirement precedes age 65. ,

Benefits increase annually by changes in the Consumer Price
Index of more than 1%: The maximum annual increase is 5%,
Increase is not applicable to deferred vested benefit prior to
commencement, survivor income benefit, disability benefit

- prior to normal retirement age ‘or members who choose to have

no cost of living adjustment.

Class A service for calculation of béneﬁts shall' be adjusted
such that any Class A employee shall be granted 1.07 years of

All Members. Permanently disabled.

A benefit payable until normal service rétirement eligibility
(Class A = age 55 and 7 years of creditable service, Class B

@. Melion



» | Accidental Death

P Eligibility

Amount of Benefit

i " Survivor Income
Eligibility
Amount of Benefit

l S Class A

Class B

Return of Contributions

= 65 and 7 years of creditable service), equal to 75% of the
member's earnable compensation less workmen's compensation
and, in the case of Class B, less Social Security.

After normal service retirement eligibility, a service retirement
benefit based on AFC at retirement and creditable service at
normal service retirement eligibility, including the period while

permanently disabled and receiving a disability benefit from the .

System.

13

Class A only. Death due to accident while in the performance
of duty.

A benefit to the Spouse until death or remarriage of 50% of
AFC. Upon death or remarriage of the Spouse, the benefit will
be payable to children until age 21.

All Members. Death in active service. .

30% of compensation during the July preceding death payable
to spouse until earlier of death or 2nd anmiversary of
remarriage. An additional 5% per unmarried child under 21
(maximum additional 10%) is payable until benefits cease or
children no longer eligible. If there is no Spouse or spouse
dies, the benefit is payable to unmarried children under age 21
until earlier of death, marriage or age 21,

30% of compensation during the July preceding death payable
to spouse until earlier of death, 2nd anniversary of -remarriage
or age 62. Upon-the spouse's attainment of age 62 (if not
remarried) a benefit based on the 50% Joint and Survivor form
of payment will be paid to the spouse for life. If there is no
Spouse or spouse dies, the benefit ijs payable to unmarried
children under age 21 until earlier of death, marriage or age
21.

Accumulated contributions returned upon separation with less
than 3 years of service or upon death with no accidental death
benefit payable, . '

Upon death of a retired Class B member, the excess of his
contribution at retirement over the benefits paid will be paid to
his beneficiary or estate.

@ Melion
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Vested Retirement
Eligibility
Amount of Benefit

Class A

Class B

Survivor Spouse's Pension

Eligibility

Amount of Benefit

. Offsets on Benefits

Contributions
By Members

Class A

Class B

By City

All Members. 3 years of creditable service.

" A percentage grading from 20% after 3 years to 100% after 7
years, of the benefit calculated using AFC and creditable
Service at termination. The benefit is payable commencing at
age 55. Member may elect early receipt with reduction as for
Service retirement prior to age 55.

Same form as Class A except benefit is payable at age 65.
Member may elect early receipt with reduction as for service
retirement prior to age 65.

All Members. Death of a terminated member entitled to a
vested retirement benefit prior. to commencement of such
benefit. |

50% of reduced accrued benefit reflecting the 50% Joint and
Survivor form of payment (ages as of date payments
commence) payable at member's early retirement date.

Spouse may elect to receive payments later than member’s
early retirement date with no reduction for -receipt at member's
65th birthday.

Disability and accidental death benefits are offset by
workmen's compensation paid for the same disability or death.

8.8% of earnable compensation for the first 35 years of
creditable service, none thereafter. | '

None.

Remainder necessary to fund for the benefits of the System on
an actuarial basis'.

Mellon
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SCHEDULE D
TABLE |
THE NUMBER AND ANNUAL EARNABLE COMPENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY AGE
AS OF JUNE 30, 2003

CLASS A MEMBERS

MEN - WOMEN .
AGE NUMBER AMOUNT NUMBER AMOUNT
19 1 $ 25874
22 4 116,946
23 4 106,705 1 $ 29,083
24 2 68,038 1 29,083
25 6 188,095 1 35,046
26 5 170,170
27 7 232,711
28 7 233,317
29 7 230,504
30 5 172,590 ~ :
31 6 206,406 1 : 39,918
32 8 270,554 - '
33 9 323,918
34 7 251,531 1 49,074
35 9 335,770 : .
36 8 322,232 1 ~ 35,658
37 8 334,096
38 6 238,188 1 ' 52,478
39 8 - 343,959 ,
40 6 254,039
41 4 165,421 1 - 38,526
42 7 313,064
43 3 143,028 1 44,219
44 3 119,649
45 1 51,423
46 3 125,390
47 4 198,219 1 37,327
48 5 252,320
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O

AGE

50
51
52
53
54
56
65

TOTAL

TABLE 1

THE NUMBER AND ANNUAL EARNABLE COMPENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY AGE
~ AS OF JUNE 30, 2003

NUMBER

1
1
1
2
1
2
1

162

MEN

$

CLASS A MEMBERS
(CONTINUED)

AMOUNT

51,297
39,185
53,033
86,594
57,093
89,005
50,128

6,220,492

WOMEN

NUMBER AMOUNT
1 88,775

IV 479,187
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' THE NUMBER AND ANNUAL EARN
ACTIVE MEMBERS DISTR

-AGE

20
22
23
24
25
26
27
28
29
30
31
32
33
34

35

36
37
38 .
39
40
41
42
43
44
45
46

- 47
48
49
50

NUMBER

1
4
2
2
1
4
2
1
7
5
3
0

f—

$ .

TABLE 2

ABLE COMPENSATION OF |
IBUTED BY AGE
AS OF JUNE 30, 2003

CLASS B MEMBERS

‘MEN

AMOUNT

31,600
90,573
62,698
54,382
28,028
124,085
49,826
30,275
234,242
186,601
92,577
327,718
229,005
250,972
. 170,355
309,262
181,981
323,320
535,826
358,610
661,943
398,758
421,845
633,213
604,177
448,653
376,924

369,211

521,574
744,408

NUMBER

WOMEN

AMOUNT

$ 18,422
117,758

111,085

141,450

34,105

118,512
" 17,119
109,882
95,671
127,669
88,867
110,766
29,679
159,927
115,194
241,980
182,468
188,680
65,195
409,724
595,202
316,947
280,934
104,991
294,900
174,233
143,787
206,049
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AGE

51
52
33
54
55
56
57
58
59
60
61
62

63 -

64
65
- 66
67
75

TOTAL

TABLE 2
THE NUMBER AND ANN UAL EARNABLE COMPENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY AGE
AS OF JUNE 30, 2003
CLASS B MEMBERS
(CONTINUED)
MEN WOMEN
NUMBER AMOUNT NUMBER AMOUNT

24 $ 1,019,887 7 $ 217,818
10 411,870 10 -333,538
18 804,533 8 317,184
17 771,917 10 362,159
10 399,160 2 68,726
10 335,782 5 169,779
6 180,505 4 182,586
4 205,138 - 1 25,912
4 175,700 1 33,455
5 180,633 -3 84,096
4 156,113 7 216,064
4 191,845 3 100,749
' 4 101,678

1 49,289
) _ -3 - 93,076
1 34,520 1 36,570
"2 72,821 1 14,003
1 25,706
$ 14,042,355 208 3. 7,034,295

357
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TABLE 3
THE NUMBER AND ANNUAL EARNABLE COMPENSATION O
ACTIVE MEMBERS DISTRIBUTED BY YEARS
- OF SERVICE* AS OF JUNE 30, 2003

CLASS A MEMBERS

(

YEARS MEN "WOMEN
CoF |
SERVICE' NUMBER. AMOUNT NUMBER AMOUNT
0 16 $ 432,940 2 58,166
I 12 375,226 35,658
2 13 428,533 1 35,046
3 12 401,259
4 12 430,373 2 126,102
5 9 286,433
6 7 245,893
7 3 120,669
8 8 300,494
9 1 39,810 1 39,918
10 5 219,904 ‘
11 1 44,979
12 3 127,344 1 49,074
13 4 170,126 1 52,478
14 9 389,783
15 8 356,324 1 38,526
16 . 10 452,006 :
17 8 357,699
18 4 195,189
19 5 242,429 -
20 2 104,118 »! 44,219
21 1 44,325 '
22 1 57,093
23 2 103,132
24 -1 51,423
27 1 52,558
29 1 51,297
30 1 45,791
32 1 43214
40 1 50,128
TOTAL 162 $ 1 $ 479,187

6,220,492

*Excludes service adjustment for employees with a regularly assigned workweek of 53 or more hours.
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TABLE 4

THE NUMBER AND ANNUAL COMPENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY YEARS
OF CREDITABLE SERVICE AS OF JUNE 30, 2003

CLASS B MEMBERS

YEARS MEN » WOMEN
OF . S

SERVICE NUMBER  AMOUNT NUMBER AMOUNT
0 29 $ 867,233 25 $ 753,886
1 26 820,810 10 o 279,489
2 29 . 870,153 21 689,747
3 16 414,340 17 468,262
4 24 885,025 20 622,435
5 9 374,499 12 343,737
6 12 ' 428,096 2 ‘ 62,491
7 14 611,365 9 262,898 .
8 18 675,429 13 423,322
9 5 : 177,142 2 84,180
10 4 199,649 2 52,788
11 2 96,669 2 67,107
12 11 446,190 3 84,887
13 s 3 216,096 4 138,858
14 9 408,774 5 236,770
15 12 532,497 8 313,886
16 9 391,435 6 259,895
17 3 " 185,525 3 112,427
18 8 400,092 5 183,365
19 19 845,056 4 162,688
20 14 655,771 2 . 83,329
21 6 284,858 4 155,368
2 10 417,606 3 112,360

" 23 8 ‘ 373,413 3 121,725
24 11 467,489 2 87,722
25 6 300,611 6 232,128
2 2 63,197 1 37,678
27 2 90,591 2 81,420
28 1 40,003 1 38,237
29 3 144,416 1 29,234
30 2 93,221 3 140,502
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YEARS
OF
SERVICE

31
32
33
34
35
36
37
38
39
41.
42

TOTAL

TABLE 4

THE NUMBER AND ANNUAL COMPENSATION OF
ACTIVE MEMBERS DISTRIBUTED BY YEARS
OF CREDITABLE SERVICE AS OF JUNE 30, 2003

CLASS B MEMBERS
(CONTINUED)
MEN WOMEN
NUMBER AMOUNT NUMBER AMOUNT
4 3 189,011 1 36,570
6 263,815
5 197,094 -
5 - 243,678 2 78,922
2 94,195 2 ' 100,900
3 148,556 :
1 43,610
1 140,154
1 44,309 :
» 1 ' 50,972
1 44,292
357 $

14,042,355 208 § 7,034,295
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S

AGE

43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58

59

60
61
62
64
67
68
69
70
71
72
73
74
77
78
80
82
88

TOTAL

THE NUMBER AND ANNUAL RETIREMENT
BENEFITS OF RETIREES DISTRIBUTED
BY AGE AS OF JUNE 30, 2003

NUMBER
1

3
3
2
3
1
1
3
1
3
5
5
6
5
s
2
6
5
3
6
2
1
2
1
1
1
1
4
1
1
2
1
1
1

90

CLASS A MEMBERS

SERVICE RETIREMENTS

MEN

$

AMOUNT

37,738
120,260
96,417
42,363
88,767
34,703
28,572
114,291
35,546
79,656
181,157
162,746
172,173
160,212
- 159,084
71,743
221,890
141,605
61,302
136,036
16,535
43,668
57,689
26,897
21,352
20,918
19,746
67,658
21,077
23,025
40,717

14,336
18,329
17,666

2,555,874

NUMBER

WOMEN
AMOUNT

—~
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e THE NUMBER AND ANNUAL RETIREMENT
L BENEFITS OF RETIREES DISTRIBUTED
BY AGE AS OF JUNE 30, 2003
- CLASS B MEMBERS

SERVICE RETIREMENTS

MEN WOMEN
AGE NUMBER AMOUNT NUMBER AMOUNT
56 1 $ . 5,914
~ 57 2 $ 1,355 '
59 2 19,456
60 - , 1 219
61 2 55,532 1 3,980
62 3 36,964 3 33,221
63 2 34,812 1 11,990
64 4 32,180 - 1 1,357 -
.. 65 9 97,195 1 15,050
. 66 5 77,385 3 20,333
y : - 67 3 19,018 5 41,327
.(/> 68 10 84,402 5 24,680 -
e . 69 5 47,238 4 22,355
70 3 41,726 1 10,487
71 6 65,495 3 40,284
72 6 55,129 1 1,125
73 3 41,823 7 54,309
74 2 8,273 3 37,400
75 5 67,299 1 - 345
76 2 13,984
77 8 53,692 2 18,518
78 1 17,574 1 1,576
79 1 2,462
80 3 24,848 2 17,662
81 1 3,284 1 6,647
82 6 47,146 2 4,771
83 2 6,762 4 . 34,915
84 ' 1 6,637
85 1 6,051 1 5,961
86 1 15,538
87 1 10,226 1 3,576
88 3 24,023
o 89 2 19,740 1 3,209
_ Q 92 1 11,670 1 7,410
93 1 17,233
: : 97 1 10,136

TOTAL 103 $ 1,028,298 63 $ 476,611 -
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N

AGE

30
38
41 .
42.
45
48
52
57
71
72
81

TOTAL

THE NUMBER AND ANNUAL RETIREMENT
BENEFITS OF RETIREES DISTRIBUTED
BY AGE AS OF JUNE 30, 2003

CLASS A MEMBERS
DISABILITY RETIREMENTS
MEN . WOMEN
NUMBER AMOUNT NUMBER  AMOUNT

1 8 10,746
$ 17,370
27,013
33,188
31,467
25,191
35,708
12,832
13,597
29,591
23,740

l\)l\))—-‘b—‘)—t)—nl—-ll—lp—a)—l

$. 249,697 1 $ 10,746

()
N
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S

AGE

41
43
44
47
48
50
‘51
52
53
55

57 -

58
59
61
62
63
73
76
78
82
87

TOTAL

NUMBER

THE NUMBER AND ANNUAL RETIREMENT
BENEFITS OF RETIREES DISTRIBUTED
BY AGE AS OF JUNE 30, 2003
CLASS B MEMBERS
_ DISABILITY RETIREMENTS
MEN WOMEN
AMOUNT NUMBER

$ 6,037
16,806

[ g—

9,282 1
15,452
10,935 1
7,771
6,810
19,762 . 1
13,081
33,711
20,232
19,333
39,353
10,623
12,144
4,556
4,493
11,248
6,807
8,363
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24§ 276,799 6 %

AMOUNT -

23,916

16,121

13,434

7,850
7,602

68,923
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THE NUMBER AND ANNUAL RETIREMENT

BENEFITS OF BENEFICIARIES OF RETIREES

DISTRIBUTED BY AGE AS OF JUNE 30, 2003
CLASS A MEMBERS

BENEFICIARIES OF DECEASED MEMBERS

MEN WOMEN
AGE NUMBER AMOUNT =~ NUMBER AMOUNT
10 1 $ 5,951
45 1 6,782
47 1 8,499
50 1 6,916
59 2 9,132
62 1 9,342
68 1 14,729
71 1 5,425
76 1 12,721
87 1 9,614
90 1 9,176
TOTAL 12 $

98,287
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THE NUMBER AND ANNUAL RETIREMENT
BENEFITS OF BENEFICIARIES OF DECEASED MEMBERS
DISTRIBUTED BY AGE AS OF JUNE 30, 2003
CLASS B MEMBERS

BENEFICIARIES OF DECEASED MEMBERS

TOTAL .4 - $ 21,718 . 35 $. 198,974

MEN | WOMEN
AGE NUMBER AMOUNT NUMBER AMOUNT
38 1 $ 6,398
40 1 0§ 9,480
44 1 9,819
50 | 2 ' 14,990
54 2 14,590 -
56 1 7,580
58 2 9,124
61 1 1,243 1 6,808
63 3 14,091
64 _ 3 17,746
65 } 2 8,071
67 2 ' 19,503
68 1 1,599
69 2 11,341
70 1 7,893
71 , 1 4,667
72 1 1,176 1 4,923
73 2 6,008
76 2 10,791
78 1 8,533
79 2 8,228
80 1 5,886
81 1 9,139
86 ) 1 1,065
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December 18, 2003

| Memorandum from Brendan Keleher to City of Burlington
Department Heads Re: Rétirement Plan.
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. From: Brendan Keleher
Ny To: Dept_Heads
f / Date: . 12/18/2003 2:17:52 PM
Subject: Retirement Plan

Here is a brief overview of discussions on the retirement plan

Backgound

In 2000 we made significant increase in the retirement benefit. With hindsight we made the changes at the

peak of the investment market. Bad

Back in those days (not so long ago

timing.

) the Retfrement Board's professional actuaries reported that the plan

had a significant surplus. Here, very roughly is what the actuaries did (and still do). They take the current
market value of the plan's assets (stocks, bonds, cash, etc.), assume a future growth rate (in this case
8%) and project what the plan's asset value will be in the future, 25 to 30 years in the future. This is an

estimate of the plan's resources tha

t will be available to pay for future retirernent benefits.

Against the assets the actuaries project future obligations or liabilities, how much will we need to pay out

Back in 2000 because of very good

investment returns in the 1990's the actuaries said that the plan had a

significant surplus. The market value of the plan peaked in March 2000 at $120 million. They estimated
then that (with the former benefit levels) we only needed about $100 million (roughly). The employees
argued for and we agreed to "obligate" that surplus by increasing the benefit. The benefit levels were
increased with the effect of increasing the liabilities to at least the $120 miliion level (in 2000).

In 2000 the benefit increases looked reasonable; we had that in the then current market value of the plan.

The employees argued that the high

er benefit could be afforded without the need to increase employer

contributions beyond the historic levels. That is, by "obligating” the surplus we could pay for the benefit
increase with the then existing plan assets, the city did not need to annual budget additional monies.

Sweet.

~ Historic levels .
_-Class A
- Class B

Contribution as % of Pay

Employer : Employee
12-14% 8.8%
5-6% none

A (Not so) Funny Tbing Happened on the Way the Ou.gﬁts

" All believed that a lot had been acco
penned the contracts on the benefit

mplished, better benefits and affordable to boot. Soon after we
increase the stock market fel| into-the worst downward spiral in

~decades..thesnarket value.of the nlan went from. a:high.af. $1.20.million o below $75" millian in Justthree

years. (Remember that we assumed if would be growing by 8% per year.) The surplus that was counted

on to support the increased benefits

is no longer there. The actuaries are now telling us that due to the

market decline the employer will have to very significantly increase annual contributions to maintain the
plan at full (100%) funding. They have said that the employer contributions would have to increase to the

range of 50% of pay for Class A and

22% of pay. for Class B. Much higher than historic levels, and well

beyond typical levels in other jurisdictions, This would require significant tax.and rate increases if it were to

be paid by the residents. Trouble cle

Whét are we Doing Now?

arly has arrived.

In the 2002 contract negotiations (Police, Fire, AFSCME) agreement was made to relook at the retirement




TN

~Buck Consultants, Burlington Employees Retj

plan. Over the past few months at the request of the Mayor a joint study committee (including IBEW) has
been meeting. The City Council similarly has asked for a review. The Retirement Board has had the ’
actuaries do new projections. These were presented at an open meeting in March 2003. Through
discussions with the union study group and the Retirement Board, additional actuarial sensitivity analysis
is being conducted. Over the coming months more meetings will be held. o ’

- Our objective is maintain a sustainable and affordable retirement plan with competitive benefits.

Simplistically there are four sources of relief.

1. Better Market Return .
Obviously the major contributor to the problem is the decline in the market. As you may know the market
over the past 6 months has begun to bounce bagk. The plan assets are now back over $95 million, but
this is still well below the 2000 level and, of course, even further below where, as we increased the benefit,
we projected the fund would be at the end of 2003. Further, one estimate is that we would need to realize
20% per year investment.return for five years to.get back to the funding position/status of 2000. .

The Retirement Board is regularly reviewing invetment performance and is aware of the challenge, but it’

will be very tough for us to solve the problem entirely with better returns. '

2. Review the Actuarial Assumptions . ';'

The projections by the actuaries of future assets and liabilities are done by complex calculations
incorporating assumptions approved by the Retirément Board. Changing those assumptions (the input)
can obviously vary the projections (the output) coming from the calculations. The Retirement Board uses
industry accepted assumptions, but there is some allowance for variation in the actuarial profession. The
unions have requested and the Retirement Board has supported, a relook, or sensitivity analysis, of the

“actuarial liabilities and assets with varying assumiptions.

3. Employee Contributions
Employee contributions could be increased.

4. Benefit Reductions _ :
Finally, and least desirable, benefits can be chianged to bring the plan back to an affordable level. We are
still looking for responsible yet creative ways to reqgain sustainability with minimal (dare we say, no?)

change in the benefit.

This is a difficult challenge. It is unsettling for employees to know that the fund is not as healthy as we
thought a few years ago. This is an important and from the employee perspective hard won benefit. There
are questions, and frankly some finger pointing, coming from many directions. Rumors and
misunderstandings fly. The problem in my view’ig straight forward, as | have tried to outline-above. Based-
upon credible actuarial advice, we shot high withiza- benefit increase and the investment markets failed us.

e i

Denial is not appropriate. It is the solution that is difficult. ‘ :

Resources

ént System, Study of Projectéd Contributions, March 20, .

03 VELQE,Q  copy of the presentation availab_’le . _

s Y,

Gabriel Roeder Smith & Company, Strategic Firy:;{ncial Review of the Burlington Employees' Retirement
System, September 26, 2003 : ,

Morgah Stanley, Burlington Employees Retirement System Investment Performance Report (Quarterly)

Cindy Davis has copies of these reports.

CcC: Mitchell, Bill

b AR AP 0y
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December 1, 2003

‘Resolution “THE BURLINGTON CITY EMPLOYEES
RETIREMENT SYSTEM”




RESOLUTION sSection 11

: ~ - - : S uncilors Blais,
Resolutlon'R'elatlng to : p°”s°1<;q!)§3eu, L

)

R

" THE BURLINGTON CITY EMPLOYEES RETIREMENT SYSTEM® ¢ ed to*

Introduced: _12/01/03

Action: _amended : _adopted

Date: _ 12/01/03

Signed by Mayor: 12/03/03

CITY OF BURLINGTON

In the year Two Thousand TAr€e...........cocv.vovevieroreeresie oo
Resolved by the City Council of the City of Burlington, as follows:

That WHEREAS, the Burlington Employees Retirement System Board has pfovided the
Mayor and City Council with a report by professional actuaries dated March, 2003 which reports

on an analysis of the changes in the actuarial value of plan assets and liabilities over the past four

-+ years, reflecting the impact of changes in the level of benefits and in the market value of plan

- investments during this period; and

WHEREAS, the actuarial report indicates that .the retirement plan is facing unsustainabl_é
increases in current and future costs; and | | |

WHEREAS, the City‘ Council’s Ad Hoc Committee on the Sustainability of the
Burlington Employees Retirement System, established by the Council through its Priority Setting
process, has declared that making the necessary alterations to the Retirement System to ensure its
long term sustainability is a top priority; |

NOW, THE};{EF ORE, BEIT RESOLVED that the Mayor and City-éouncil have
concluded that'in the interest of a long-term equitable anci affordable employee retirement
system action must be taken to bring the plan into a sustainable financial position; and

BE IT FURTHER RESOLVED that the City Council urges the employee collective
amended

. . .. . continue : X 1
bargaining units and the Administration tojwork toge Oer cooperatively to develop a proposal 2/01/03

~ that will bring the retirement plan into a financially sustainable position.

BE IT FURTHER RESOLVED that the Ad Hoc Commit i i ini its
Ib/jem/c: Resolutions 2003/Burlington City Employees Retirement System tee will notice the bargaining units

11/25/03 . .
on future meeting dates. ' " amend%)l2/01/03
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Sectionl2

August 11, 2003

Report by Brendan Keleher: Retirement Plan Discussion before
City Council Executive Session.

Members Present at this meeting were: Bushor, Carlton,
McDonough, Fiermonte, Driscoll, Curley, Ellis, Keogh, Shannon,
Montrol, Perry, O’Sullivan (at 7:19 p.m.) and Blais.
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Refirement Plan Dzls'czzsszbzz

Before
City Council
- Execufive Session
August 11, 2003
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|

TABLE OF CONTENTS

. ‘ Problem Statement

. Highlights from March 2003 Buck Consultants “Study of Projected

Contributions”

. Statement of Financial Objections (Draft)
. Summary of Potential Strategies
. Burlington Employees Retirement Board Statement, June 19, 2003

. Summary of Union Contract Provisions Regarding Retirement Study
/

Committee

. Recommendation from Mayor Clavelle Concerning Retirement Ordinance
“Amendments '
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toward plan modifications.

/

Retirement Plan Meeting with City Council - - 8/11703°

Problem: The current retirement benefits are no longer sustainable we must wgrk

cooperatively to bring about an affordable retirement plan,

Acting in good faith both labor and management agreed to significant benefit .
improvements in 2000. The belief was that, with the very healthy market in the refirem
investments, these benefits could be afforded without increase cost to either employer
employees. We now know that the surplus in the retirement fund that was identified in

2000 is no longer there. The professional actuarial advice says that due to the losses in -

market value of the fund, extraordinarily high current and future contributions by tax and
rate payers will be necessary. These cannot be sustained. ‘ - :

T

Action Required: Working together, labor and ;hapa,gement need to identify rgtigghi' nt .
modifications that will return thé plan to sustainability. ‘ omE

- Curent status: AFSCME, Police and Fire unions have agreed to study groups. IBEW

will be opening nggotiations in the coming months for the contract to begin on 7/1/04
March 20, 2003 the Retirement Board held a ~public meeting to present the results ‘o.f a
study of projected contributions. All employee groups were represented at that meeting.

Summary of the meeting transmitted to City Council March 25, 2003.

At its June 2003 meeting the Retirement Board recommended: “...that action be taken to
improve the viability of the retirement plan through a study of benefits and funding
methods.” ' ‘

Mayor met with union representatives on July 14 and 29, 2003 to initiate discussions

Chief Administrative Officer has engaged a nationally known retirement consulting firm, -
Gabriel, Roeder, Smith & Company, to assist in identifying plan alternatives.

Objective: Identify by January 1, 2004 a plan of action for implementation no later than
7/1/04. '




" Class B

Basics of the Benefit

"I.‘hé city has its own defined benefit rétirenifé@t' plan. The basic formula 1s

(Years of service) X (Avelfégg Final Comﬁénggtion) X (Accrual Rate) = hén@ﬁ_f

Class A (police and fire) .
Accrugl rate of 2.75% (was 2.35% before 2000)
Early retirement reduction of 1.82% per year for years 20 through 24
Minimum age of retirement is 42 - :
Not subject to Social Security retirement
Employees contribute 8.8% of base pay

Accrual rate of 1.6% (was 1.2% before 2000)

Early retirement reduction of 2% per year for ages 55 through 64
Subject to Social Security '

No employee contribution

Retirement Cost Summary

TAX RATE IMPACT
Preliminary
. Estimate
. FYo03 Fyo4 FY05

Class A retirement cost . . - 848,830 - 1,439,487
Class B retirement cost 513,250 1,308,495
Social Security cost 1,953,610 . 2,072,120
Revenue Department Share 1,515,220 1,864,915
Tax Rate Share 1,804,470 2,960,187 -
Tax Rate | S 978 16.03 23 t0 26 cents

The tax rate in FY 1994 was 9.33 cents yielding $1,619,200. The rate in FY 2001

dropped as low as 6.89 cents yielding $1,250,000. Prior to the stock market decline it was
anticipated that we could keep ~ even with the enhanced benefits — within 16-17 cents.
Based upon Buck Actuarial brojections of March 2003, in the ébsence of changes to the
plan the tax rate could exceed 30 cents within the next decade. ‘




PERCEN T OF PAY IMPA CT

Hlstoncally, annual employer cost for the retlrem
and 5-6% of pay for Class B. As a result of good investmént resuls, ‘the’ annual - -
contribution dropped temporanly to 5-8% of pay for Class A and 2—3% for Class B (one
year there was no contribution required for Class B). ,

FY 04 contribution is 17.6% of Class A pay and 6.5% of Class B pay.

FY 05 contribution is prOJected to be 25% of Class A pay and 12% of Class B pay

Buck Actuaries project that in the absence of changes to the plan Class A contributions

will in the future exceed 54% of pay and 21% of pay for Class B

plgr; was 11- 15% of pay for Class‘A
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BUr.]j‘;lgton.Empjoye'gs’ Retiren'l,e;nt_System :DTRT: - :
Statement of Financial Objectives gt S
. FOR DISCUSS

Background

The City.of Burlington is faced with dramatic increases in the levél.of contributiGns that -

will be required to keep the Retirement System well-funded, The System’s actuary

The increase in contribution requirements is the result of the System’s investment
performarice in the last several years, which has followed general market trends over that
period. B

The projected level of City contributions is not'sustainable over the long term. More
immediately, the City contribution currently projected for fiscal year 2005 would require
a substantial increase in property tax rates. . It is necessary to examine both the funding
strategy and the System’s benefits to structure a System that wil] provide solid benefits at
a sustainable cost.

The purpose of this Statement of Financial Objectives is to set forth guidelines for
developing and assessing alternative strategies for benefits design and for the funding of
the System. In order to provide relief for fiscal year 2005, the review should be.
completed by December 2003. '

City Contributions
City contributions should generallynot exceed their historic level of 12 to 14 percent of

payrol{ for Class A and six percent of payroll for Class B. Contributions should exceed
these levels only if-there is compelling evidence that the norm for similar municipal

_pension systems is at a higher level,

7/0 3




Employee contributions should not exceed the norm for similar municipal pension
systems that provide similar benefits,

As practical, opportunities may be provided for employees to purchase additional ber_l_gfjté

with additional employee contributions.
Funding Target

The funding target should be to keep the System fully funded with respect to the actuarial

“accrued liability under the funding method used for the System, using best-estimate

actuarial assumptions. Periods of lower funding due to actuarial experience losses may

be tolerable, but in no event should the System’s funding level be less than the norm for |

similar municipal system:s.

If necessary, benefit accrual rates or benefit features should be adjusted so that in the'long .

term full funding is sustainable with the City contributions described above. The
implementation of any benefit adjustments should minimize the impact on long service

employees at or near retirement age. Where practical, employees should have the
opportunity to maintain higher accruals through employee contributions.

Benefits

Retirement benefits should be at a reasonable leve) - at or near the norm for similar

~municipal systems. Benefits shouid be equitable in value for employees refiring at

various ages, and should not unduly encourage retirement at the vounger ages.

Benefit options should be equitable, so that a] of the options are of equivalent value
measured by realistic economic and demographic assumptions.

r .
Other benefits, including disability, death, and deferred vested benefits should be
reviewed to ensure they are providing reasonable benefit levels and not producing

.undesirable results such as encouraging early termination or delayed return to work in

event of disability.

Investments

Th¢ investment management of the System should pen'o.dically be reviewed.

The investment policy should also be reviewed-periodically, to ensure the asset.al location

has an appropriate risk/return profile, and to ensure there are adequate provisions for the
evaluation, hiring and termination of managers and that these provisions are. followed.
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SUMMARY OF POTENTIAL STRATEGIES

Tncrease funding period from 10 to 30 years
Increase Class A contributions; r¢quir¢ Class B contributions
Reduce future benefits: '

» Benefit accrual rates |
> Alternate accrual rates for no-COLA options

> Early retirements

> Disability retirements
Change actuarial assumptions -
Increase funding period from 10 to 25 years; use level-percent-of-pay amortization
.Change COLA assumption; modify COLA rates

Cap the annual increase in the tax rate




The Retirement Board has recelved presentatxons on September 19
March 20, 2003 by Buck Consuitants on the funding review and contrlbutlon pr

for the Retirement Fund. In the March presentation, Buck estimates that as of 30,'»

2003 the Retlrement Fund’s accrued liabilities will for the first time exceed the'actuanal -

value of the fund assets.

In 2000, the Retirement Board recognized that, based upon the profess
advice of Buck, the market and actuarial values of the fund assets were signifi cantly

higher than the then projected liabilities. In short, the fund had a sugmf icant surplus The '

Retirement Board concurred with the action of the City Council to increase the plan” .
benefits. At that time, it was believed that, because of the existence of the surplus the”
additional liabilities resultmg from the improved benefit could be absorbed without a
significant increase in the annual budgetary contribution to the plan by either the
employees, or the City tax and rate payers. The Retirement Board concurred with the
agreements reached between the City Council and the respectlve unions to enhance
retirement benefits. : : , ot

. Circumstances have changed. Over the past three years, the investment markets
generally have experienced thé most serious downturn in decades. The Fund: . :has lost

‘about one third of its market value since its peak in 2000. While we have confidence

that posmve growth in Fund assets will return, it is highly unlikely that the surplus
identified in 2000 will return in the foreseeable future.

Based upon the projections of Buck, we believe that the current benefit Ievels are
not sustainable under current conditions and recommend to the Mayor, City Council,
and union and non-union employees, that action be taken to improve the viability of the

“retirement plan through a study of benefits and funding methods.

)




: Retlrement Study Committee and Reopener

5 Section 14.21 [Pension] shall be amended to provide for the. creation ofa study

committee and future bargaining discussion as follows:

The parties agree to convene a managernent-labor study committee dunng t.he F YO3 "
contract period to review the projected increased costs of the current retirement benefi s’

tiations regarding the
request of either party, the parties will conduct mid-term nego

regrement benefit provided to BPOA members and its funding formula, to include
implementation during the FY05 term of any amendments agreed to in bargaining or

resolved through the statutory impasse procedure.

;] | and methodology to alleviate increased costs. The parties further agree that, at the

A stff

‘5 Amcle XX1, Miscellaneous, Study Committees — There shall be three study\‘\
] Committees estabhshed dunng the course of the Agreement. _ \

f\ 1) Retirement System Study Committee to investigate the retlrement system.

It shall consist of an equal number of labor and management representatives .
and will conclude its review of the retirement system prior to June 30, 2004 / :

FHQE

. X Retlrcment Study: BFA grees to i)al:ti(':ipa:te in any study commissioné& b}; the

a )

City during the duration of this Agreement conceming the Burlington Employees’ Retirement
System and any necessary or appropriate changes thereto. The City agrees not to advance forma]

prOposals for any change to such Retirement System until the commencement of negotiations for

i
J the contract year begmmng July 1, 2004.

MY

T (4 /7'// /-)64550 voer7r To
9 MAKE RETIAEMEN) PLAN CHANEESS
J VNTIL WNEEOTIATIONS Fof /—‘y o5

)
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 MEMORANDUM -

In the'éoming months, we will be having an extensive discussion on the level and

S . sustainabilityof the employee retirement benefits. This discussion is prompted both by the -

impact of external investment market changes on the affordability of the plan, and the impact of .

the. internal adnﬁnis'tration of the bene_fit plan on human resourqe'management._’T_his S
memorandum addresses recommendations regarding the disability benefit provided in the:

 retirement ordinance.” These recommendations are being made in-order to begin the dialogue. ,
" To the extent that these provisions are subject to collective bargaining, the discussion will be also -
_"-advancedin;hhtfomm. R A, SO - o

.- Dissbility Retirement Benefit

. As'you know, the City provides a Disability Retirersent benefit to its employees as

o - 'provided at. BCO Seé, 24-23. My administration is recorimending amendments to.the

-ordinance that will better balance the City’s interests and the interests of our employees who o

. b’ecome_disabled}_duririg theirservice with the City.

Cunent benefi_t p

Insummary, this benefit '-provides coverage .to'em.ployéé's; who have become 'dis”a'blé&.

~ from their employment at 75% of their regular pay. The benefit may cover the employee for a -
_minimum two-year period and provides retraining for a period of up to five years to- assist the. " -
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A .('fi‘ty'Councilors

.employee in finding a newjob. Alte;meiti\'fely, if.an employée i disabled from all eniplo&ment,
‘the benefit continues until the employee reaches the regular retirement age'.A B : ‘

' The benefit is provided regardless of len gth of -sef,v_iéé and régaidiess of whether the

illness-or injury occurred on or off the job. It is an important-and -generous benefit that is not

commonly available in the public or private sector, except at the-employee’s cost.

: ."PropOSedAméndment Cae T N FE

" (1) - Eligibility - Limit Eligibility'if Pending Disciplinary Proceedings

_“Various Dep.aﬂmént Heads ha\.zé.brbughtito :my:attént'iOn that, in the past several years, -

- there have been multiple oqcaéions'.Whe_n employees who have been the subjects of pending - -
~ disciplinary proceedings have applied for and been granted the disability retirement benefit
before the conclusion of the disciplinary process. As a result of the way the. ordimance is -

currently drafted, the City has been required to grant a disability retirement benefit'to,'emp]oyceé

- despite the fact that the Department has notified the empl'pyee that he or she is being suspended .
- or terminated from City employment due to serious misconduct. I do not believe this was the -

© fesult intended'in the original drafting,

N Current: Cify policies pré)vide .émplé safeguards for C1ty employées who are the subject-of .-
disciplinary proceedings; all City employees are entitled to a grievance process review of ’

disciplinary actions.” While this Administration fully supports this employee right, the City’s

. interest in the use of the disciplinary process should aiso be protected.. I have asked the'City .
.~ Attorney’s Office to prepare a draft amendment to the Disability Retirement Ordinance that* - =~
- would rc;qui're-th_at an employee be “in good standing” in order to receive this benefit. -

- (2) : Eli'gibﬂity—';ScVén ;Y‘eéi's' of Servi_cé

- Al employees are covered by the workers’ compénsatioﬁ system for work-rélated

" injuries from the first day of employment. The current version of the disability retirement

ordinance provides also that an-employee is-covered for non-work related accidents or inj ury -

. from the first day of employment.. This amendment proposes that an employee wouldnet =~ .,
. become eligible for coverage under this benefit until completion of seven (7) years of service. .
- This amendment is consistent with am employee’s vesting in the retirement system. Again, all

.. employees would remain covered 'ffom day one of emplbyment for work-felated‘ injuries.

(3) - Bligibility - Standard for Eligibility

‘The current ordinance provides-that, at.the time of initial disability-application, the .

standard the Retirement Board must use in order to évaluate whether an employee should be
. -found to be éligible for this benefit is whether the employee is unable to perform the functions of |
: - the job that he or she currently holds. If the employee-cannot perform the current job, he or she
_ nay receive this benefit for atwo-year period. . At the end of the two-year period, the employee |

‘ .. (
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- 18 re-evaluated under a différent, highef standard.” The standard becomes whether at that point

the employee is able to perform, or would be able to acquire the skills to perform, any job that

.. - "would be reasonable in respect to his eamings history.” Under this amendment, this later :

... -standard would be used in.making the initial determination of benefits. In other words, if the ~
" employee is simply unable to perform his or her current job, but is fully able to ﬁerfonn‘dther B

. work, then the employee would not be eligible for disability retirement. S

231090729
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It lshereby O'rdain,ed By:the .City,C‘ounciil of the C_ify :ef.'Bﬁfliﬁgtoa, as fellews.:'

That Chapter 24 23 stablhty retlrement beneﬂts of the Code of Ordmances of the—C1ty of Burlmgton ,
be and hereby is amended by amendmg Sec 24 23 (a), (b) (c) and (e) thereof to read as follows

‘Sec 24- 23 Dlsablllty retlrement benefits

(a) Except as limifed by subsectlon (b) a member who has not yet attained the normal: ;

- retirement age for-his class, ‘'has achJeved seven (7) years of creditable ser vice. has been examined

by the board of medical examiners, and has been determined to be sufféring from a total and

" permanent dlsablhty may be ret1red by the retirement board on:a- disability benefit. Such dlsablhty ,
. retirement benefit may . commence no sooner than mnety (90) days from the date of the total and

N permanent d1sab1l1ty The. dlsablhty retlrement benefit shall equal seventy-five (75) percent-of the

member’s earned compensation. at the time of the d1sab111ty retirement. Such amount shall ‘be '
reduiced by any periodic workers’ compensation benefit payments;. any other. city disability leave |
payments and, in the case of a Clags B member, any primary social security benefit payments to'the

. tmember. However, subsequent social’ security benefit increases shall not further reduce the -
~disability- retirement benefit. Lump sum, or otherwise paid, workers’ compensation settlements
designed to compensate the member for lossof use of a bodily part or function shall not affect. the
(disability retirement benefit. - As long as the disability beneficiary has a total and’ permanent
‘disability ‘as ‘defined in.subsections (b) and .(c) hereof, -the ‘disability -retirement benefit shall:
. continue without adjustments ‘pursuant to section 24-40 writil he has attained his normal retlrement‘ 3

age. Upon attainment of the normal retirement age, the disability benef1c1ary § retirement benefit o

. shall change to a normal retitement-benefit for his class as determined by his years of creditable .. .

serv1ce at the time of h1s dlsablhty retlrement as well as that penod he was on dlsabxhty Ietlrement
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An Ordrnance in Relatron to DISABILITY RETTREMENT ; Beneflts .
(b) The existence’of a total and permanent dtsabrhty shall, except as hereafter quahﬁed not be

dependent on whether the dlsablllty is work-related or nonwork—related At—the»tﬁne—ef—rmtra-l

: A Class B member seekmg a dlsab1hty retirement who has not been medlcally approved for present
- employment by the medical’ board shall not be eli gible for disability retirement for a nonwork-related
. -condition caused by or relating to physical and/or mental conditions preexisting his most tecent
. | -employment by the.city. Eligibility for the disability retir ement berefit is subject to the requirement that
{ the applicant is an employee in good standing in his or her employment.” The term “good standing” shal]

mean that the employee is not the sub1ect of a disciplinary investigation or any disciplinary .proceeding -

" both atthe time that the apphcauon is 1‘6CCIVCd bv the CltV and at the tlme that the apphcatlon 1s revrewed
' ~by the Retlrement Board. - . o . S . i .

' 'The ret1rement board“s"‘detemunatlon as to

©

whether a disability beneflclary 18 totally and permanently drsabled will be. made. based upon the -

- .followmg
(1) If the chsablhty beneflclary is in- recerpt of a s001a1 secunty d1sab111ty beneflt he w111 be ‘
" ‘considered to contmue to be totally and perrnanently disabled; . :

any report requested by the retirement board and submitted by the. board .of medical

- .whether the disability. beneficiary remains—is totally and’ permanently disabled.  The
standard to be applied to determine whether the total and permanent disability eentinues-to

hlstory ‘at the tlrne of hlS dlsabrhty ret1rement

‘@  Based upon the evidence submitted by the disa.b'ilit}.' -béneficiar).l., his ph ys1c1an(s) as well as

- examiners and/or other professional personnel,. the retirement board shall - determine -

- exists shall be whether the member by reason of education, training and background has, =

would have or would be able to acquire, a reasonable and marketable skill which is or -.
could be consistent with.his health and which skill could or potentlally could prov1de in:”

~his general residential' area income which. would be reasonable in respect to his earnmgs: S
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d1sab111ty retirement benefit, and once in each three-year period thereafter; the retirement board may and

- -upon his application-shall require any disability beneficiary who has not attained the normal retirement
. age for members-of his class to undergo ‘medical examination by the board of medical examiners at the
- place of residence of ‘such beneficiary or some other place mutually agreed upon.. Should any disability

o beneﬁc1ary who has not attained such retirement - -age refuse to submit to such medical examination or

,'paymentshereunder During-the-firsttweo ) -years-of-a-total-and pe

_otherwise refuse to provide requested, information. necessary for the retirement board to make its decisions - - -
. under this section, his benefit may be discontinued until his withdrawal. of such refusal, and Should. his’
refusal continue: for one (1) year all hlS nghts in and to his dlsab111ty ret1rement beneflt may- be revoked :

. by the ret1rement board

(e) Should the retlrement board flnd that any chsab1hty beneflc1 ary dﬁte%%we—@—}—yeats—e#-te&ﬂ—and )

is engaged in, or is able to engage in, a gainful occupation paying more than the

compensation at disability retirement.- Should his earning capacity be later changed, his retirement benefit
may be further modified; provided, that the new benefit shall not exceed the amount.of the benefit -

-originally granted nor an amount which, added to the amount earnable by him, equals his earned
compensation dlsablhty retirement. Anything to the contrary notwithstanding, however, any such-

beneficiary may.elect to receive the balance of his accumulated contributions, if any; at dlsablhty

- retirement less any disability retirement benefits theretofore received in 11eu of such reduced benef1t and

such election and payment of the balance shall be a complete d1scharge of the hab111ty for any further

(f) In the event that the rettrement board flnds that a d1sab1hty beneﬁc1ary is able to perform the
C occupatlonal duties assigned to him at the date of his (disability retirement, and the same :
" position or a job paying a relatively equal salary is reasonably avatlable to the benef101ary, then sueh
o beneﬁcxarys ret1rement beneﬁt shall be d1scont1nued o e

-

- (g) If the ret1rement board fmds that a d1sab1hty benef1c1ary is unable to perforrn the occupattonal

- dutles assigned to him at the date of his’ disability retirement, but that stich 1nd1v1dual is not

- totally and permanently dlsabled the followmg procedure shall apply

(1) The 1nd1v1dual shall prov1de the c1ty personnel du‘ector or other 1nd1V1dual or orgamzatlon as
required by the retirement board with all requested information to assist a determination as to
the vocational area in which the individual would have the greatest potential to obtain a -
marketable skill which would provide a reasonable monetary return in companson to hlS '
.:relatlve earmngs capac1ty pnor to his d1sab111ty retlrement : :

(2) The ret1rement system will prov1de a beneflt for a retralmng/rehabﬂ]tatlon penod of five (5)
-years, inclusive-of any workers' cornpensatlon periodic payments, of séventy-five (75) per cent
“of his earned compensat1 on at the time of his disability retirement. To the extent that the total

(d) Once each year durmg the first seven (7) years followmg the ret1rement of 2 member- on a' o

. dlfference between his seventy-ﬁve (75) percent.disability retirement benefit and his- earned compensation
" at.the time of his disability retirement, h1s benefit as calculated pursuant to subsection (a) shall then be N
. reduced to an amount which, together with the- amount earnable by him, shall equal Hi$ earned. . .
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i -retraining/rehabilitation period if, at the end of the .initial.vfive-year period, the beneficiary is not able to

S B

An Ordinance in Relation'to DISABILITY RETIREMENT; Benefifs

-disability retirement benefit, exceeds the earned compensation of the individual at " -

- .reduced to an amount which together with the amount earfied or earn able by him shall be
~.:..equal to his earned compensation at the time of his disabjlity retirement; ' -
+.(3)-No portion of the five-year retraining/rehabilitation period shall b treated a5 creditable .
" service except for any of such period during which a member has been in service with _
. the city. LT T

1Y) At the, conclusion of the fiye-year‘_ retfaining/fehabilitatioh pefiod, a.disability be'nefiqiary‘s-'

: dis‘a‘bility retirement benefits shall cease, However, the refirement board may extend the beneficiary's

_“eam compensation comparable to his earned compensation at the date of his disability retirement. -

@ Nétwifhstandihg Sect"loﬁzzil_-fio, 'dilr'ing the period:that a di.sabi'li-ty beneficiﬁry is totally and

- permanently disabled; he shall be considered a member for the purposes of entitlement to
the benefits of Section 24-41. ' - e R

S ® A élass B disability iétifcmeﬁt‘ﬁenéfiﬁiéry, retiring after July 1, 1983, shall be required to

. submit proof that he has applied for Social-Security disability benefits within the first six 6) . .
. months following the-effective date of retirement, or the date.of passage of this subsection, whichever is .
- later: Should any disability beneficiary refuse to submit proof that he has applied for Social Security -
- disability benefits, his disability benefit under this section may be-discontinued until his withdrawal of
such refusal, and-should his.refusal continue for one (1) year after the effective date of his retirement, or _

the date of passagé of this subsection, Whichever is later, all his rights in:and to his disability retirement

: benefit may be reizokgd by the retirement board. A denial by SQcial Security of disability benéfits shall

. 1ot constitute.a reason in and of itself for adjustmenis torthe disability retirement benefits provided for by -

~ ‘this section. ‘(Rev:Ords. 1962,§ 328; 1969 /cum. Supp., § 328: Ord. of 8-14-79; Ord. of 10-29-84; - B
Ord.0f2-13-89), " .t e LT T T R

S ~ Material stricken out deleted::
Lk “Material underlined added:.

231090/29 disability retirement ordinﬁnée changei7-30-03 (JCM)-,

;eéfnéd or. earnable indome of the individual, “when added to his total se\}enty-five (75) pér cent . -

- the time of his disability retirement, then the benefit provided by the retirement system shall be

- (§)’ The retirement board shall have the final say as to all decisions required to be miade pursuant to - * -
- the provisions of this section.” TR o ‘ ' ' - ‘
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- RE L : "Retiréme,.nt Ordinance -'—.Prdposed Amendmeht :

* - . This memorandum addresses a recommendation for.a change to the language of the

. retirement ordinarice regarding the accrual rate adjustments that an employee may elect to take
Wwhen applying for his or her retirement bénefit. coe : '- . x

“This ameridment is not intended {0 alter the array of choices that is available to an

“employeé.- Rather the amendment is inténded to clarify the original intent of the Retirement -
- Board and the City Council at the time that the “V4 COLA” and “n6 COLA” options were

approved.” The intention was that these options would expand the number of choices available to -
the individual at-time of retirement, but each.of the-options would remain cost nieutral to the plan.
Unfortunately, this original intent has been lost over time and needs to be restated more directly

- in the ordinance .

At the timé of retirerent, an employee selects from a list of options. Under.each option,

" the employee must then select one of the COLA adjustments. This amendment simply proposes’

to remove the specific accrual rates currently listed in the ordinance. for the “¥2 COLA” and “no

. COLA” options. This change is proposed because the City’s actuary has indicated that the City "

should be prepared, over.time, fo vary the accrual rates that are used to calculate the “Vs COLA”
ail_.d “no COLA” adjustments in order:to ensure that the amounts received under the different .
adjustments (i.e., regular cost of living adjustment, % COLA,; and no COLA ) remain cost.
neutral. P T ‘

. T the extent that this-amendment is subjéct to collective b'a_rga_inir; g, the discussionon

this pbint,w»ill be also held with the various unions.

23109030
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| It is hereby Ordamed by the Clty Councﬂ of the Clty of Burhngton, as follows

'Sec 24-22 Retlrement benefits

(@), Any member may renre on a service rettrement beneflt upon written apphcatlon

‘to the retirement board setting forth-at what time, not less than thirty (30). days subsequent to the o

f111ng thereof nor more than ninety (90) days or longer for cause shown, after the date he may -

have separated from service, he desires to be retired; prov1ded that such member at the time SO.

.. specified for his.retirement shall then have creditable service of at least seven (7) yeats and shall
" have attained age forty-two (42) in'the case of Class A members, or age fifty-five (55) in the case
- .of Class B members: Notwithstanding, any member so retiring who has accumulated vacation

time shall have the retirement benefit paymént commence. upon the end of such dccumulated

P vaca’non time but inno. event later than the date set forth in subsect1on (b) hereof

(b) Any Class A employee in serv1ce who attams age s1xty (60) shall be retrred

' forthwrth on a service retirement benefit; provided, that any off1c1al appomted for a deflmte term
: may remam in service until the end of the term. -, : oo

- ) Upon service retirement after T uIy 1 1996, ;| member shall recelve dunng hlS :

- 11fet1me an annual serv1ce retlrement beneﬁt Wthh shall be:

-his average final compensation multiplied by his years of creditable service not in
‘excess of twenty-five (25) years. Upon service retlrement between January 1,
© 1992, and July 1, 1996, a member shall receive an annual service retirement
.- benefit of two (2) percent ‘of his : average final compensatlon for years of servwe
- prior to January 1, 1992, and two and th1rty-f1ve hundredths (2:35) percent of his
average final compensatjon for years between J¢ anuary 1, 1992, and July 1, 1996
multiplied by his years of credijtable service not in excess of twenty-five (25) .
"years. There will'be an additional five- tenths (0.5) percent of average final .
compensation for each additional year beyond twenty -five (25) years for up to an
_.add1t10nal ten (10) years of credttable service.

'(1.) " ForaClass A member, equal to two and seventy-ﬁve hundredths (2 75) percent of :
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© . tenths (1.6) percent of his average final compensation multiplied by his years of

< F\ AII Ordlnance ln Relatlon tO Sec._ 24—22 Retlrement beneflts

For a Class B member ret1r1ng at age s1xty—f1ve (65) or thereafter, orie" and Six- "

creditable service at age smty—ﬁve (65) not in excess of twenty—ﬁve (25) years,

B plus five-tenths (0.5) percent of such average final compensation multlphed by
. the nimber of years of his creditable service at age sixty-five (65) in excess of A
" twenty-fwe (25) years. The-annual service réetirement benefit payable to aClass B -

member in service as of July 1, 1983, retiring pnor to age sixty-five (65), with

L such benefit commencing after having attained ¢ age sixty-two (62), shall be

. computed on the basis of his average final comipensation at retirement and his -

-years of creditablé service reduced by’ five-eighteenths of .one percent (5/18 of
~ "1%) for each month between his age. at retirement and the age sixty-five (65). '
- . The annual service. retirement beneflt payable to a Class B meimber not in service .
~on July 1, 1983, retiring prior to the attainment of age sixty-five (65) aswell as . -
“the annual service retirement benefit payable to a Class B member in service on

July 1, 1983, who retires prior to attalnmg the age of s1xty-two (62) shall be - -

' :computed on the ba31s of his average fmal compensatxon at rettrement reduced

actuarially according to actuarial tables adopted by the retirement board, as set .
forth in section 24-14, the benefit determined by the length of time between the

' 'date of retirement and the'attained age of sixty-five. (65). A Class' A member who - )
‘retires prior to the attained age of fifty-five (55) shall have his annual service -

retirement benefit computed on the basis of his average final compensation at
retirement reduced actuarially accordmg to actuarial tables adopted by the .
retirement board, as set forth in section 24-14, the benefit determined: by the. .

Apenod of time wmch his retirement precedes the earlier of his’ completion of .. _
: .twenty—flve (25) years of creditable service or his attainment of age ﬁfty—flve (55) S
"However, for:Class A members, the’ early retirement reductlon where servwe is.

twenty (20) 0 twenty-flve (25) years shall be as follows .

years - . kg
23 years - - . SO 364%
22 years -+ S oL 546%
. 2lyears . - S o 1.28%
- 20years - o S 9.09%

Notmthstandmg the prov131ons of section 24 22(c) a Class B nonumon C1ty AFSCME '

- and Burhngton Schéol District Paraeducator (BSDP) member in service s1nce Tuly 1, 2000; a
" . Burlington School District (BSD) AFSCME member in service on August 1, 2001; or an IBEW
member in service on July 1, 2001, retiring pnor to.age sixty-five (65) shall have his benefit .
."computed on the basis of his average final compensation at retirement and his years of cred1table g

- service, reduced by two (2) percent for each year between hlS age at retlrement and age 51xty -five,

- | -'(65)
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g : S . A (d) Anythlng in th]S articlé to the contrary notW1thstand1ng, a Class A mernber wrth at 3
' least twenty flve (25) years of Class A creditable service shall be entitled to take a norma]
ret1rement w1thout regard to his age at the date of ret1rement :

(e) . 'Cost.of 11v1ng adjustrnentsand accrual rates:'

J S (D " In lieuof the accrual rate of 2, 765% prov1ded in subsectron (c) at the ttme Of
P I retirement, a Class A member may choose either—an a higher accrual rate of

] 3:25% for the first twenty-five (25) years of service and apply either a cost of
living adJustment equal to one- -half that provrded for in sect1on 24—40 orag
3 o S 11v1ng adjustment The accrual rate to be applied to either the one half cost of -
: .. living or no cost of living adjustments will be calculated by the actuary in order
 that the resulting benefit will be cost neutral as compared to the benefit caleu]ated
J w1th the cost of hvmg increase prov1ded under section 24 40 '
] (2) - In lieu of the accrual rate of 1 ‘G%III)‘I'OVIded in suBseet1on (), at the time of -
.71 retirement, a Class B member may chooseé either-an 2 higher accrual rate ef—l—Q%
7"“\' o . forthe first twenty five (25) years of service and a apply either a cost of: hvmg .
_— ) . . ~ adjustment equal to one half that prov1ded forin sectlon 24 020, or ap-acerual-fate
' - sd no cost'of living 7
-adJustment The accrual rate to be: applied- t0 either the one half cost of living or
;] no cost of livirig adjustments will bé calculated by the actuary in order that the
o R “resulting'benefit will be cost neutral as compared to the benefit calculated w1th T
' 3 o - the cost of hvmg increase prov1ded under sectmn 24 40. . -
(ﬂ *As written. | ’
J (g) - As wntten
() As wntten
~:ﬁ . . - . . i '. )
ul (1) Aswritten. -
<4 : :
D 231090/ 30
m
Cw
n:l;,-,«\:
L)
o




Section 13

August 2003

Selected Public Retirement Plan Benefits compiled by Cynthia
Davis, Retirement Administrator.
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Aug 2003
Service Ret Early Ret Disability Ret Retiree Cola Time to Vest Employee Contrib Changes?
Maine State 60 or 62 ‘need 25 yrs 66-2/3% CPlito 4% ' 10 years 7.65% 0 8.65%
A&B 2% x AFC (8yrs)x  of service ‘
Service - 2.25% or 6%
for each year
reduction
Maine Municipal 60 need 25 yrs 66-2/3% CPlto 4% - 16 years 6.50%
A&B 2% x AFC (3yrs)x  of service
Service 2.25% for
each year
re_ductiqn . -
NH State 60 45 an 20 need 10 Voted by 10 years 8.30%
A 2.5% x AFC (3 yrs)x years fiscal
. service 100% of committee
service ret 1% 10 5%
Vt Municipal- 62 55 same as CPl to 3% 5 years - 4.50%
A&B 1.7%x AFC (3yrs) x need 30 yrs normal
service 6% for retirement
each year
reduction
VT State 55 50 with same as CPl to 5% 5 years 6.28%
A 2.5%xAFC (2yrs)x 20 years normal
service no retirement
max=50% reduction

of AFC




Burlington
A
NH STATE
B
Vi State
B
Burlington
B
("
N

Service Ret

55 or 20 yrs
2.75%, 3.25%
or 3.8% x
AFC (3 yrs)

X service

60
1.66%
AFC (3 yrs)

. X Service,. ..

65 or 62 with 20
1.67%x AFC
Byrs)x

service

65
1.6%,1.8%
or 2,.2%x
AFC (3 yrs)
X service

. equais 70

FE e

T 15%d0- .

 Early Ret

42 with
1.8% for
each year
reduction

5010 59
orage +
20 years

6.67% for *
each year .
reduction

55 or 30
2% reduction
for each yr.

55 with
2% for each
yr reduction

Disability Ret. Retiree Cola

75%
current pay

need 10
years
same as

..Senvice ..

retirement

need 5
years
service
same as
normal
retirement

75% of
current pay

CPI to 5%
-.5% CPl to
5% or no

cola

Voted by
fiscal
committee

1% t0:5%. " "

CPi to 5%

CPlto 5%
or .5% CPI
or no Cola

Time to Vest

3 years

\

10 years

O

5 years

3 years

Employee Contribs Changes?

8.80%

TS e e

5%

none




Section 14

March 25, 2003

- Memorandum from Brendan S. Keleher to Mayor Peter Clavelle

and City Council Re: Burlington Employees Retirement System,
and March 20, 2003: Report by Richard Beck and Christopher

Clarke, Buck Consultants, Re: “Burlington Employees’

Retirement System”.




o - Section 14
CHIEF ADMINISTRATIVE OFFICER |

City of Burlington —
City Hall, Room 20, 149 Church Street, Burlington, VT 05401 Voice (802) 865-7000
Fax (802) 865-7014
TTY (802) 865-7142
MEMORANDUM

DATE: 3/25/03

TO: Mayor Peter Clavelle

City Council [ -
FROM: Brendan S. Keleher } W 4
SUBJECT: Burlington Employees Retirement System

On March 20 the Retirement Board held a meeting to discuss the status of the retirement
plan. The meeting centered c s a presentation by the Board’s outside actuarial consultants, Buck
Consultant. The consultants presented an overview of the plan’s assets and liabili ties, the impact
of the downtum in the investment markets, the assumptions behind future costs to the plan, and

~some options or choices that face the plan. '

/'
N

—~ improvement in the retirement benefit. The plan and the investment market more generally have
better understand the impact of the recent investment market on the affordability of the benefit in
‘the future. Based upon the current information it is clear that changes need to be made,
The meeting was attended by more than 50 employees. It was also taped by Ch 17 and a copy
will be available for viewing in the future. I have copied and enclosed some excerpts [rom the

report that served as the basis for the actuarial presentation.

Cc: James Strousé, Chair Retirement Board.

N
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Section 15

March 19, 2003

Memorandum from Buck Consultants to Members of the
(Retirement) Board re 2002 Experience Study;

The March 19, 2003 report form Buck Consulting Actuary
contained recommendations that, if adopted by the Retirement
Board, would have improved the ration of assets to liabilities and
in turn, reduced the recommended annual contributions contained
in the annual valuation as of June 30, 2003 which served as the
basis for the FY2005 city budget. The Retirement Board did not
adopt these recommendations in time for the June 30, 2003
valuation of the Fund.

For reference, z‘he timing of the Actuarial report that provides the
~ information needed for the developmenz‘ of the city budget is as
follows:

The Actuarial Is used to the
Valuation for the Budget for the
period ending: Fiscal Years
below:

6/30/02 FY 2004
3/30/03 - FY 2005
6/30/04 FY 2006
6/30/05 FY 2007
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-
CONSULTANTS:

TN A Mellon Financial Company®*

e One Pennsylvania Plaza
New York, New York 10118-4798

March 19, 2003

Retirement Board
- Burlington Employees' Retirement System
Burlington, Vermont 05401

Re: 2002 Experience Study
Members of the Board:

I am writing to provide an overview of the Burlington Employees’ Retirement System
2002 Experience Study, The main. purpose of this study was to review the current
economic assumptions regarding asset return, cost of living, and salary increases, and to
review non-economic assumptions regarding employee turnover and mortality. Based on -
our analysis, we are recommending changes to the Plan’s current assumptions as outlined
below. We have also included estimates of the annual cost impact for each of these
changes. :

Non-Economic Assumptions

@

The non-economic assumptions reviewed in this study were the assumed rates of
mortality, withdrawal, service retirement and disability retirement. With the exception of
mortality rates, a comparison was made of the actual occurrences to the expected rates of
‘withdrawal and retirement during the last five years and 9 years separately. The purpose
of using the 9 year period was to lessen the effect of spikes due to special retirement
incentive programs and salary increase anomalies. The following is a brief summary of
our findings and recommendations.

Mortality

Actual experience was not collected for retirees; the Retirement System population is not

large enough to draw any conclusions over the wide range for which the assumption is )
used. (For example, there are not enough 57 year-olds in the pension plan population.to

justify altering the assumed rate of death from 0.2%, i.e. 2 deaths in every 1,000). The

current mortality table for both Class A and Class B employees is the 1995 George B.

Buck Mortality Table. :

Recently, the Internal Revenue Service published the 1994 GAR projected to 2002
Mortality Table. There is little difference between this table and the 1995 George B.
Buck Mortality Table. Also, research published by the Society of Actuaries contains a
reference to law enforcement mortality, which indicates that there is no si gnificant
Q difference in mortality between law enforcement personnel and civilian employees.

Buck Consultants, Inc.
212|330-1600 Fax 212]69554184




Reétirement Board

March-19;2003

 Page2

Since the System’s current mortality table for healthy lives reflects up to date mortality
trends and there is no evidence of a need to differentiate between the mortality for law
enforcement and other employees, we do not recommend a change to the mortality table
for Class A or B employees.

~ However, because of the relatively small incidence of disability retirement under the

Plan, the mortality table for disabled lives has not been reviewed for quite some time.

When the current disability mortality table is compared to recent mortality experience for

disabled retirements in general, the new rates of mortality in the newer tables are
significantly lower. This is probably the result of significant progress in medical science

 in recent years. Therefore, we recommend changing to the RP-2000 Disability Mortality

Table for both A and B Employees. The.additional annual cost of this change is
estimated to be: x

Class A $59,000 -
ClassB - $141,000

Withdrawal and Vesting ’ :
The actual rate of withdrawal and vesting for Class A employees is high at the younger

ages and then quickly declines and becormes more gradual with increasing age. Compared
to the current assumption, the actual experience shows higher rates of withdrawal in the
first years of employment, lower rates from age 25 to 35, and then higher rates again to
age 45. We recommend modifying the rate to reflect actual experience.

As in the previous study, the actual rate of withdrawal and vesting for Class B employees
was higher than expected throughout the period. Our recommended rate takes into
account the higher rates of withdrawal,

The effect of increasing the rate of withdrawal and vesting is a decrease in the annual
contribution. More employees terminate without entitlement to a pension benefit and
fewer employees stay in the workforce to retire at later ages with benefits based on higher
salaries. .

The change (decrease) in the annual contribution is estimated to be:

ClassA (353,000)
Class B (334,000)

BUCK . -
UCCO\NSULTANTS’

A Mellon Financial Company
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March-19;-2003

Page 3

Service and Early Retirement

The actual rates of Class A service and unreduced early retirement were significantly
higher than expected. The early retirement windows offered in 1994 and 1998 enticed
employees to retire earlier and have impacted subsequent years’ experience. The actual
rates, accumulated over both the 4 years from 1999 and the 9 years since 1994, show a
higher than expected rate of retirement for the entire period. The experience analysis -
shows that a significant mumber of employees retire after 25 years of service when they
become eligible for unreduced benefits. More employees are being enticed to retire at
younger ages with larger benefits paid for longer periods of time, resulting in increased
costs. - o

The recommended rate of retirement, whiéh varies from approximately 38% at age 45 to
20% at age 55, is significantly higher than the current assumption at all ages, reflecting

‘more retirements at younger ages.

The impact of this change is an increase in annual contribution of:
Class A  $171,000

The actual rates of Class B service and reduced early retirement were selectively lower
than expected over the last five years. Also, the nine year analysis validated the lower
than expected five year experience. In 2000 we doubled the (relatively small) rates of
retirement before age 60 when the early retirement reduction factors were improved.
However, the actual experience has not validated this change. The actual experience at
age 62 and after 65 was considerably lower than the current rates.

We therefore recommend lowering the rates of early-and service retirements for B
employees for the periods described above. The impact for this change is a decrease in
annual confribution of: ’ -

Class B ($143,000)

Disability Retirements

The Class A and B rates of disability retirement appear to be reasonable. The actual
number of disability retirements was equivalent to the expected number of retirements
over the five year period. We do not recommend adjusting this assumption at this time.

BUK
CONSULTANTS®

A Mellon Financial Company
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Economic Assumptions

Inflation o

The current inflation assumption is 4%. During this period the Consumer Price Index has
averaged less than 3%. Based on this history and the current environment of very low .
inflation, we propose reducing the inflation assumption to 3%. To reduce the inflation
assumption by 1% would result in an estimated annual cost reduction of:

Class A ($322,000) -
Class B ($260,000)

(See Appendix A for a discussion of the relationship between the inflation assumption and
the half COLA and no COLA rates used in the current benefit calculations)

Salary Increase

‘We have reviewed the last five years’ of salary experience for Class A and B employees.

Our analysis indicates that the current salary increase assumption for Class A and B
employees was appropriate for the period studied. We propose maintaining the same
salary scale for both Class A and Class B employees, if the inflation assumption is
lowered to 3%. If long-term inflation is projected to be lower than 3%, an equal

reduction in the rates of salary increase may be appropriate.

Interest Rates '
The current valuation rate is 8.0%. Based on an even mix of equities and fixed income
securities an expected real rate of return (net of inflation) of over 5% can be supported.
Therefore, an 8.0% valuation rate relates well to an inflation assumption in the range of
3.0% (or lower, if the asset mix weighted toward equities). We have attached our most

recent pension funding survey supporting the use of this rate. The average funding

interest rate for Buck clients during 2001 was 8.07%. We recommend the continued use
of the 8.0% valuation rate.

Summary

Based on the recommended non-economic assumption changes for withdrawal, service
retirement and the mortality improvement for disabled lives, and the proposed 1%
reduction in the inflation assumption, the annual contribution change is estimated to be as

follows:

Increase (Decrease) in Annual Contribution Levels

Class A ($145,000)
Class B ($296,000)

BUCK
CONSULTANTS®

A Mellon Financial Company
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As part of our study this year we have spoken with consultants within Buck to discuss
what other governmental clients are doing with regard to assumptions during this
economic downturn. The general consensus is that the Retirement Boards are not taking
any additional action beyond the scheduled experience studies. Few of our consultants.
are recommending a decrease in the valuation assumptions interest rate at this time,
Those who are recommending a change are not decreasing the interest rate below 8%.

et a, . —

If you have anSf questions or require any additional informatibni please let me know.

Sincerely,

Richard K. Beck o
Principal and Consulting Actudry,

RKB:cc
DOC:L13895RB2.DOC

Enc.

BUCK
CONSULTANTS®

A Mellon Financlal Company
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. . Appendix A

One-Half COLA and No COLA Pension Benefit Rates

The assumption used to change the pension accrual rate with full COLA increases after
retirement, to alternative equivalent pension benefit rates with one-half COLA orno
COLA was based on a 4% inflation rate, The cost reduction shown below to reduce the

. COLA assumption to-3% reflects our experience with respect to the alternative acerual==+ P
 rates for retiring employees that are currently in use, - : A

ClassA ($322,000)
ClassB - ~ ($260,000)

When the Board adopted the alternative accrual rates, the half and no COLA rates were ,
determined on the basis that there would be no additional cost to the System or additional
benefit to the retiring employee. However, based on expected long-term inflation of 3%,
the alternative accrual rates provide a subsidy, in other words, larger benefits than those
anticipated based on the full COLA rates. The annual cost of the subsidy currently
provided by the no COLA benefit based on 4% versus that based on 3% is

(/w approximately:

Class A $498,000
Class B $506,000

If the half COLA and no COLA accrual rates were re-determined based on a 3% inflation
assumption, the total annual cost reduction of the inflation assumption change to 3%
would be: ' ' .

Class A, * ($820,000)
 Class B (8766,000)

BUK |
%CONSULTANTS’

A Melion Financial Company
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April 5, 2002

I etter form Richard K. Beck, Principal and Consulting Actuary
Buck Consultants to Mrs. Cynthia L. Davis Retirement
Administrator, re discussion of annual cost of living adjustment
assumptions used to calculate benefits.
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April 5, 2002

Mrs. Cynthia L. Davis

Retirement Administrator

Burlington Employees' Retirement System
Room 12, City Hall . :
Burlington, Vermont 05401

Dear Mrs. Davis:

We are writing to discuss the annual cost of living adjustment (COLA) assumption used to
calculate benefits for the Burlington Employees’ Retirement System. As you know, the System
provides for an annuity which increases each year with a COLA equal to the increase in the
Consumer Price Index for the month ending June 30 of the current year from June 30 of the prior
year. : :

The ordinance was amended to include benefit options which provide alternative benefits
increased by either one half COLA or without COLA increases, that are €quivalent to the full
COLA benefit described above. Initially the percentage accruals used to calculate the alternative
benefits were determined from the full COLA option using assumed future annual COLA
increases of 4%. Based on COLA increases used to administer the System’s benefits, this
assumption has overstated the actual increases for a number of years. As a result, the percentages

- determined to calculate the benefits for the one half COLA option and the no COLA. option do

not produce benefits equivalent to the System’s full COLA benefit over the retiree’s lifetime.

We recommend that the half COLA and no COLA conversion be redetermined using a 3% future
annual COLA increase assumption. ‘

Should you have any questions or require additional information, please do not hesitate to ask.

Very truly yours,

Richard K. Beck
Principal and Consulting Actuary

RKB:jb R
DOC:A13714RB.DOC
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March 19, 2002

Summary Observations from Brendan Keleher presented to the
March 21, 2002 Retirement Board Meetmg Re: Actuarial Analysis
Provided by Buck Consultants;

Comments on the above letter: This letter is alerting the
Board to reduction in the asset value of the system and potential
impact on the health of the system and need to consider changes

to the benefit.




OBSERVAYTIQONS ON RETIREMENT COST PROJECTIONS
March 19, 2002

These observations are based upon the actuarial analysis provided by Buck Consultants
In February and March of 2002 :

Summary: The funding position of the Réﬁrement System has significantly Weakened as aresult of
the combination of the increase in benefit levels approved in 2000 and the lack of growth in the
market value of the fund during calendar year 2001. The Retirement System should closely watch

retirement returns in the next two years to determine if benefit levels require alteration-in OIdErA0 v v v

maintain the affordability of the plan. -

Immediate action: The assumption on cost of living increase for the calculation of the one-half
COLA and no COLA options should be reduced from 4% to 3%. .

The Context: In 2000 the significant benefit improvements were made to the plan. At the time
actuary advised that the plan had a significant surplus in assets allowing the improvements to be
made without a significant increase in the annual contribution through the tax rate. It was
understood that the surplus in asset value provided both the justification for, and the source of the
financial resources for, the benefit increases.

Overview of the Actuarial Advice: In recent months the market value of the fund assets failed to
, ”\) grow at the actuarially assumed rate of 8% per year. Buck Consultants have made the following
S observations: .

) 1. In 2000 the Retirement Board chose to recognize the full market value of the plan as of
6/30/98. :

2. At 6/30/99 and 6/30/00 the plan experienced market value growth of approximately $1.7 and -
$4.8 million, respectively, beyond the actuarial assumptions.

3. At 6/20/01 the plan had lost $14 million in market value, which measured against the actuarial

~assumptions results in a loss of $20 million in actuarial value.

4. The result is that the surplus in asset value upon which the benefit increases of 2000 were made
is no longer available. . ' .

5. Due to the S-year smoothing methodology used to calculate the actuarial value of the plan
assets the impact of this loss will not affect the plan for several years. However, based upon the
assumption of an 8% return on plan assets the annual cost of the plan will dramatically increase
in later years,

6.  The assumption on cost of living increase for the calculation of the one-half COLA and no
COLA options is too high and should be reduced from 4% to 3%. '
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Section 18

March 4, 2002

E-Mail from Brendan Keleher to Bill Mitchell and Joe McNeil Re:
Retirement Cost Projections.
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| From: Brendan Keleher PPINO 2T tg, L, plzo g
A To: Bill Mitchell; Joe McNeil
R Date: - 3/4/02 2:10PM ,
Subject: Retirment Cost projections

Mayor, Joe and Bil ‘ ' : '
Attached is a summary of a recent telephone call with our actuary regarding the impact of the drop in
asset value in the retirement fund on the annual cost.

Below is my quick translation of the tax rate impact (note: no adjustment for reappraisal; also recall that -
n the absence of funds surpluses - this tax rate grows in proportion to wages due to FICA obligations ). |

. ' \
Note further that their analysis of the fund assets and accrued liabilities for FY 03 says that there is

technically still enough to cover current obligations, It is their projection of the futrue that gets troublesome.

Retirement Tax Rate

FY Actual Projected Buck's

in 2000 before- Current after
market loss market loss

1997 .1021

1998 1021

1999 .0808

2000 .0808

2001 .0689 v

2002 .0856 .1007

2003 .1079 .0981

2004 1101 .1060

2005 .1285 2200

2006 .1329 : 2700

2007 .3000

2008 . .3600

I will report back as soon as | have more information
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2/26/02
Telephone conversation with Mr. Beck of Buck (Actuaries), Cindy Davis and BK.

Note: Plan assumptions include, 8% annual growth in market value, calculate.actuarial
value with a 5 year smoothing of the market valye.

Mr. Beck:

6/30/98 — As a result of the decision in 2000 to increase the benefit we subsequently .
made a decision to move away temporarily from the full 5 year smoothing assumption on
actuarial value of the plan to recognize the full market value in place as of 6/30/98. This
had the impact of raising the actuarial value and thus reducing the required tax rate for
FY 2002. : -

6/30/99 — We experieﬁced a $1.7 million market gain beyond the assumption of 8%, good
year. '

6/30/00 — We experienced a $4.8 million market gain beyond the assumption of 8%, good
year. . : o

6/30/01 — We lost $14 million in actual market value, which measured against the

- expected 8% gain resulted in a loss of $20 million in actuarial value. This $20 million is

roughly equivalent to the surplus that was identified in 2000 as the basis for the
affordability of the benefit increases. That is, the loss in the market value erased the
surplus upon which the benefit increase was predicated.

6/30/02 — At this point we are assuming flat return against the 8% assu-mption'. Market
value has dropped even further since 6/30/01 but now is rebounding to some degree.

Beck says that to fund the ongoing assumptions and benefit we need a normal cost of
17% of pay for Class A and 9% of pay for Class B. This translates into an average of 11%

- of pay or over $2 million per year. That is, if we experience the 8% annual growth in the -

market value with current plan assumptions we will need to set aside 11% of pay.

Beck reports that using our current plan assumptions we still have an actuarial surplus of
about $12 million. This is the result of the 5 -year smoothing. Thus we have a year or two
before the annul cost, read annual tax rate, rise(s) significantly.

Earlier Buck had provided us with projections that saw the annual combined retirement
contribution increasing from $770,000 in FY 2003 to $5 to $7 million in FY 2009,

Cindy and I asked Buck to do some sensitivity analyses to help us better understand the

* impact of the fund losses and what plan reductions may keep this affordable. We expect'

those to be done the week of March 4.




Note: we have benefited in two ways from the surpluses in the plan over recent years.
First, we used the existence of the surplus to justify the very significant increase in benefit
that was approved in 2000. Second, and very imiportant is that we have used the surplus to
reduce the annual tax rate. The actuarial assumptions have required an annual
contribution, however, the tax rate required to meet this requirement was reduced very
significantly by drawing upon the surplus. -




Section 19

Summary of Various Union Contracts, Including:

November, 2001: Agreement between IBEW and
City of Burlington; _

December 2000: City-AFSME Tentative
Agreements for years July 1, 2000 through June
30, 2002;

Tentative Agreement between the City of .
Burlington and the Burlington Police Officers’
Association;

Resolution “AUTHORIZATION FOR
ACCEPTANCE OF COLLECTIVE
BARGAINING AGREEMENT WITH THE
BURLINGTON FIREFIGHERES’
ASSOCIATION.
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ot | | PREAMBLE

This Agreement is made and entered into this ___ day of November, 2001,
and effective. unless otherwise specificaily provided, retroactive to July 1,.2001.
vy and between the City of Burlington Eleetric Light Department (hereinafter
referred to as the "Department™ and Local Union 300 of the International
= Brotherhood of Electrical Workers, AFL-CIO CLC, (hereinafter referred to as the
"Union"). : 4 _

2. 7.1  Wage Increases

- Bffective retroactive to July 1, 20012998, the pay grades for each position
covered by this Agreement shall be increased by three point eight $oo-poiat
2820 percent (3.82-0%) for the period July 1, 2007998 to June 30, :
20021800, Effsctiveroizoactiveto farueryi1909 tha pev mradesforsach
P Eftective July 1, 20024999 the pay grades for each position covered by this
- Agreemeni shall be increased by the increase in the consumer price index for
e all tems, all urban consumers (CPLU) From May 2001 to May 2002 but -
IR - subject to 5 minimum adjustiment of -two and-one half percent (2.5%) and a
B maxizour sdjustment of five percent (5%). Effective July 1, 20038, the pay
grades for each position covered by this Agreement shall be increased by the
- lacrease in the consumer price index for all items. all urban consumers (CPI-

193] _ﬁsg}_éfg_g:@g to May 2003 but subject t0 a minimum adjusunent of -
1wo and one half percent (2.5%) and & maxmum adjustment of five percent
(2%). . The pay grades for each coversd employze as adjusted by such above
described increases shall be attached hereto and incorporated herein as
Appendix A._Additicnally, the nesitions of Lineworker First Class and .
Working Crew Leader-Distribution shall receive & Market Factor
Adiustment (MFA) of two percent (2%, one point fve percent {1:5%) and
.ong point five percent (1.5%) for fiscal years 2002, 2003 and 2004 '
‘respectively. Such MFA shall not be considered & part of tha pay grades of
sucl positions, ' _ - .

The compensation for individuals who work lsss than forty (40), but more
then thirty-six (36) hours will be appropriately adjusted to proportionatelsy
reflect hours worked. ' ' . .

-

_ l
[
- . | N
3. 7.12 Sunday Shift Premium !
///\\. o T -
L 1
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An employee assigned to a classification requiring him/her to work any one

of the Sunday shifts shall receive in addition to regular rate plus shift
differential, a premium of iwenty-five cents (25¢) per hour for Sunday time
worked. _Effective upon execution of this Agreement, such premium shall be f
increased to fifty cents (302) per hour. o |

7.3 Shift Differential

A ghift emplovee shall receive in addition to the regular rate, a premium of
y-EeRe-c3o83 one dollar twenty five cents 1$1.23) per hour for time .
worked on the second (evening) shift and one dollar and fifiy cents ($1 280)
per hour for time worked on tha third (night) shift. Effective July 1. 2003, |

the premium for both the evening and night shifts shall become oue dollar

anc fifty cents (81.50) per hour. “See Atrticle I¥X, Twelve Hour Sh'iftse;

'§9.4 (n), of the Agreemment,

82 Insurance

(a)  Medical and Hospital,

i The Departrnent through the City maintains a group medical,
major medical, and hospital insurance policy for all employees
and their dependents. Dependents are defined as legally
married spouses and-dependent children, or domestic partners
{refer to Section 8.1). Effective as o] anuary 1, 2002, all
eligible emplovees shall be coveraed by the modified “Fraedom
:1317551.” The componeunts of such Plan 1shall be as set forthin -
Appendix G. Commencing as of January 1. 200%. sEmployees

may-be-required-te covered by suck Flan shall contribute to the
. cost of such coverage_as follows:»

-1-02 10 6-30-02 at $13.50 per week
~1-02 to 6-30-03 at $15.00 per wesk
-1-03 to 6-30-04 at $16.00 per weelk.

!
7
=
{

Eligible employees will be covered on the first day of the

month following their date of hire. The benafics shall be
provided through a self-insured plan or under a group insurance

~
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( ’7 plans available to Union employees nor shall there be any

, v policy, or policies issued by an insurance company, or
oy companiss selected by the City._The Departmernt mav change
. the provider of such coverage so long s thﬁrovisior.s thereof -
remain substantially equivalent. [F as a result of a change in
‘providers the City’s cost for the plan is reduced below $3.6
million, the employess’ weskiv contribution shall be reduced -
proportionately.  If these banefits are insured by an
independent company, all benefits are subject to the provisions -
of the policies between the City and the insurance company.
An employee's medical coverage will expire on the first day of
the next month following an employee's last day of
employment. If an employee separates from the Department
and remains uninsured, under COBRA guidelines the
Department shall allow him/her to purchase the current medical
insurance coverage until he/she is otherwise insured, in accord
with COBRA guidelires and regulations for a periad not to
exceed eighteen (18) months.

e e e et

_ .  Exceptas provided above, S
sentenses there shall be no change in the ewsrent heaith care

change in the employee contribution levels for such coverages.

2. 124 Retirement

The City maintalus its own retirement pension plan, Eligible Class B
sniployees who have reached the age of fifty-five (55), are entitled to recsive
retirement benefits upon. separation from the Department. For additional
retiremert plan details, contact the Retirement Otffice.  Commencing
retroactive to July 1. 2001.the accrual_rate for covered emplg:gg;MT:-bg
increased to one point six percent (1.6%4) and the early retirement penalty shall
be reduced to two percent (2%) per vear for ages 33 through 64, The srvivor
benetir shal] be increased to_ thirty percent (30%%),

e e e s

B. 10.15 .Eerszmal Leave

{a)  Assuminc that-the eraployeo-hadsuicient acoumulatad-di sabilicy
~ keswera A regular full-time employee shail be entitled to take up 1o |
S - twenty-four (24) hours each fiscal year 10 conduot personal affairs that

W
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(b)

cannot reasonably be conducted during non-work hours. Personal -
leave, in the first year of employment, will be prorated from date of
hire. A regular part-time etnployee shall have his/her personal leave

prerated based on his/her regular schedule. Personal leave shall not be

tgken for the purposs of extending holiday or vacation periods,

Except in cases of emefgency, when as much notice as possible shall
be given, an employee shall give at [east twenty-four (24) hours notice
of his/her desire to take personal l¢ave, :

Personal leave shall not exceed the twenty-four (24) hour ﬁscalnyear
limit. If additional personal leave is needed by the employee, the time-
will be deducted from the smployee's vacation time, .

Personal leave may not be accumulated from year to year.

(f).—The taking -of personal leave shall only be upon the approval of the

.,Z:_,....._Q . } 2

employee's Sector Manager or his/her designes.
Layoff and Recall

(a)  as written.

{b)  as written.

(c)  aswritten. .

(d)  Anemployee who 1s given notice that he/she is to be laid off,
and who has had at least one consecutive year of satisfactory or better
evaluations, will also have the right to attempt to displace a less semior
employee in a position for which he/she is as qualified as the
incumbent, or can reasonably be expected to be as qualified as the
incumbent by the end of the sixty (60) day probationary period with -
usual and customary on the job training. Provided, however, that an

. employee may exerciss displacement rights only into a job title which

has a pay grade which is equal to or lower than his/her own. Any
such emplovee mav also eleot against exsreising displacement rights,

4

|
|
|
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./

. recerve sixtv days of severance pay gt the next navment dafe and '
. . immediately be placed on lay-off status, o

8. : ' ARTICLE 11
MANAGEMENT RIGHTS

The Department sha]l have the sole right to manage its operations. The
Department shall have af] rights and prerogatives subject only to express
restrictions of such rights as provided in this Agreement. By way of illustraiion

- but not by way of limitation, the Department retains the right:

To plan, direct and control Department activities, 1o determine

Department policies and 1o establish standards of service offered to

the public; , ' g '

To schedule and assign work to employees;

To determine the means, methods, processes, materials and equipment
{0 - utilized by the Department, and to introduce new or improved methods,
' ' equipmernt or facilities;

m {0y To determine the qualifications and staffing of jobg; -

- To oreate, revise and eliminate jobs, or to wransfer, re-assign or lay off
employees due to lack of work, funds, operational efficiencies, or for other
lagitimate reasons; '

To hire and terminate employees, including the right to hire part-time and
seasonal employees, Provided. no seasonal or other temporary giplovee
2221000, N0 862 =L

shall be authorized more than one hundred {100) work davs in a single fiscal -
year (July 15 June 30) nor be paid higher than the lowest paid barg,ajnm_}g

unit member without the concurrence of the Union:

To maintain order, and to suspend, discipline and discharge emplovees for
just cause: -

To make, publish and require observance of reasonable rules and
regulations;

To promulgate ordinances or other regulations incidental 1o the management
of the Department, affecting the public health, safety and welfare.

" ~
e
po—

T
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. gtherwise govered work ) non barg.ain__i;ng ' Unit emplovees shall not perform

Itis further agreed that such finctions of the Departiment as are enumerated
herein shall not be deemed to exclude other functions of the Department not
enumerated herein, o , ‘
The above reference to "transfers" relates to iransfers within the Department. f
$.13 Bargaining Work Performed by N on-Bargaining Vnit Emplovees
Except ag othefwise awthorized herein (e.g. part time, temporary and
seasonal work. or 4 position . g. Coordinator of General Services which is
excluded from the bargaining unit although the position recuires some

re s T , =
Recognition clause hereof exc

work which is covered by the » Scope of the ept
under the following eircumstances: D _ '
if a supervisor determines that some or all of a position's work must

be performed on & given day, the supervisor has the tollowing options.
If there are four (4) hours or less of work, the supervisor must first
offer the work to an on duty bargaining unit member kolding the same
job title. If no bargaining unit member of the same job title volunteers
for the work, then the supervisor may perform four or less hours. of the
vacant position's work.

——re——n.

If more than four hours of the saeant position’s work needs to be
performed on a particular day, then the supervisor will first offer the
work to bargaining unit members of the same job title both on and off
duty. Ifno one of the same job title volunteers for the work then it
‘must be offered to bargaining unit members who posses the minimum
skill and qualifications hecessary to perform the work but are of the

- Same pay grade as the vacant position. If there are gtil] no volunteers, ‘
then the supervisor may elect to perform the work himseiff_gg'ggg_lﬂ ]

In any of the above-describad circumstances, the supervisor always
reserves the right to assign the work to an employee who possesses

- the minimum skills and qualifications to perform the work, rather than
perforea the work himsélfherself o | -]

A supervisormay not perform g ¥acast position's work in excess of
thirty-two (32) hours-in a two-week period unless it is 2 vac ant
position. in which case the vrovisions of Section 12.1 are apylicable,

the-positenhasds toddags sphbeon-ftlod. }
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10. 9,16

Equipment and Apparel

{a)  The equipment and appare! practices cutrently in effect are
incorporated herein and are part of this Agreement with the exception
of the practice regarding prescription safoty glasses.

{t)  Prescription Safety Glasses. The Department will provide to
certain groups.of employees as defined below two pairs of generic [
1

prescription safety lens glasses, swo-clear Ot peir-and.one-pairet
sunglasses at the option of the erplovee. The Department will
replace the prescription safety plasses only under the following two
circumstances; ' '

i The employee presents to the Department a
- doctor's order for a new prescription; or

ii. -~ There is significant damage to the glassss not caused by
employee abuse, as judged by the Deparhnent.zScratchingg
the lens of clear glasses caused bv the placement of sun shading
accessories on such lenses shall be regarded as smployee abuge,

The Department will provide prescription safety glasses as described

‘above to employees holding certain positions, Employees holding

these positions will be provided safety glasses because the work

- requires accurate vision to ensure their safsty; the work is such that

there is likelihood that regular glasses could be shattered endangering

‘the employees' eyesight; or the position is one, which in the

Department's opinion, creatss a potential threat to the employee's
eyesight. These positions are: -

. All Positions at McNeil Generating Station
All Linemen Positions -
All Meter Reader Pogitions ‘ '
Substation Technician Positions

. All Technical Personnel Positions
Associate Energy Services Specialist
Such other Positions as may be Designated by the General
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Prescription or other custom glasses will not bs provided to

employees other than those in the above-gtated positions.

All other employees who enter areas where safery glasses are required ‘
shall use the plastic safety glasses provided by the Department. l

1. In all other respects, the terms and conditions of the merged Agreement and
Personnel Policy, August 9, 2001 version, shall remain in full force and
effective for the duration of this Agreeinent, which shall terminate on J une
30, 2004, unless extended by agreement of the parties hereto, Itis ’
understood and agreed that this documet shall be used by the parties for
ratification purposes, and that arevised Agreement containing the changed .
and unchanged provisions shall be execiited upon ratification by both
parties.

2 i'alii-ﬁl'iﬁﬂj 2001-04 ibow changes per 10-24-01 T4,

S

8
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TR TENTATIVE AGREEMENT BETWEEN THE CITY OF BURLINGTON
',’ .o AND THE BURLINGTON POLICE OFFICERS’ ASSOCIATION

This Téntative Agreement, éubj‘ect to ratification bjl the BPOA membership and
- the Burlington City Council, is made between the parties according to the following

terms:
1. Retirement Plan, -

The accrual rate shall be 2.75% on the basis of a 25-year retirement plan. The
benefit will be reduced on an annual basis for retirement between 20-25 years of
service such that, at 20 years of service, the benefit will be 50% of average final
compensation. The minimum retirement age shall be 42,

2. Compensation.

The following terms shall be applicable to all covered employees:

' ( ,:ﬁ o " A. FY2001: Continuation of step movement; 2% COLA; 1 step adjustment
) . forofficers whose placement on the step system does not correspond to
years of service at BPD to be made on their anniversary dates.

B. FY2002: Continuation of step movement; 2-4.5% COLA adjustment
based on Bureau of National Statistics CPI U (all items-all urban
consumers); final step adjustment(s) for officers whose placement on the

+ . step system does not ¢orrespond to years of service at BPD to be made on

their anniversary dates.

3. Health Insurance.
A. FY2001: - - :

1. Elimination of VHP plan effective within 60 days of the
ratification of the Agreement by both parties, .

2. Plan Modifications to BC/BS Freedom Plan as follows: Single
person deductible to $200.00 and out of pocket maximum to
$600.00; Family deductible to $400.00 and out of pocket
maximum to $1,200.00; Office visits (and out-patient mental

\ ' health/substance abuse) as a $10.00 co-pay; Prescription drug co-
f: '\) 4 ~ payments of $:0,00/generic and $15.00/brand name; City agrees to




make good faith efforts to implement a mail order drug option.
All other components of the Freedom Plan to rermain as in the
current plan and as required by law. The City may alter the
-sponsorship of the health care plan so long as the benefits
. contained therein and the employee contribution thereto are
substantially equivalent to those outlined above.

3. Employee conh‘ibﬁ'ﬁ'_é"n of 1.5% of base pay to be.made on a pre-
tax basis. Note: Base pay is defined as an officer’s placement on
the pay scale and excludes any and any and all supplements

including overtime pay, shift differential, etc.

B. FY2002: . ‘

1. Employee contribution of 2% of base pay to be madé on a pre-tax
" basis. ' ' .

4. Other.

force and effect. ——_—

T

All other provisions of the 7/ 1?9_,;8,—6/3 0/00 Agreement shall remain in full

The parties aitgree to present andirecommend this Tentative Agreement to the

BPOA membership and the Butlington City Council respectively.

No public comment on this Tentative -Agreeme;nt-shaﬂ ‘be made by eitherparty
until the ratification procuss for both parties has been completed. _

The contract shall expire Juné 367 2002,
DATED at Burlington, Vermont this 6* day of June 2000.

BURLINGTON POLICE OFFICER’ ASSOCIATION  CITY OF BURLINGTON
- BARGAINING TEAM
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CITY-AFSCME

s

TENTATIVE AGREEMENTS

The City of Burlington and Local 1343 of AFSCME, after good faith negotiations
and mediation, have reached the following tentative agreements to setrle their murtual
- contract for the years July 1, 20600 through June 30, 2002: :

e

1. Compensation — For FY 01, the City will pay AFSCME employess a

2.5% COLA increase plus step, retroactive to July 1, 2600, On July 1, 2001, the

City will pay AFSCME employees 2 2.5% to 4,5% COLA increase based on the
.Bureau of National Statistics CpT U {all items - all urban ccusweners, May, 20013,
. plus step, 1&Tticle IX, section 9.2 is amended 16 increase each longevity level by

$130.

-

2. dealth Care - For FY 01, the Vé‘f.hont Freedom Plan shall be

reconfigured as the City Propo
0
Wwio slect to receive the health

sed (see attashed Plan, Exhibit A), the VHP plan

hall be eliminated and the Citv may altsr the sponsorship of the heaithcare plan
long as the benefits and employer contributions are equivaient. Eniployees

care benefit shall pay 1.5% of their base Py 453 -

health care premium contribution. iFhe health care premium contribution shall be
retroactive to Novemberl, 2000 Beginning on July 1, 2001, employees who elect
10 r8ceive the health care benefit shall pay 2% of their base pay as a health care

premium contribution.

3. Retirement — Amend the retirernent plan to. provide an increase. in the - —

e,

27T

.

aceraal rate 1o 1 6%, Tedace the sarly retirement penaltytd 2% per year (from’
2g25 10 35 t0 63) and increase the survivor benefit from 25% to 30%.

S . o ey ar, . . ‘ C e
Vo4, Sick Leave /Short Term Disability — The sick leave/short terra disability

leave Plan, which inc} udes, but is not limited to, 10 sick days per year, a
maximum accrnal of 15 days, and the gain of a short term disability policy shall

be applicable to ail employees
- Exhibit B attached hereto, T hi
employees, effective ebruary

hired after July 1, 2000 a3 more fully explained in
$ Plan shall also be applicable to all-current
1, 2001, witk the following modifications,

~

Employees may maie a one time choice by January 3, 2001, ofeither 0, 5 days
or 10 days of available and accrued sick leave be set asids for active sick leave

use for FY01. Bucl individual
set aside in & vested sick leave

employee’s previously accrued sick leave will ke
bank for that employee who may use it to I;

supplerient pay when using short term disability; 2) if he/she exhausts their acrive

. sick leave, and; 3) if he/she is

an option 2 employee, to canvert to vacalion

consistent with current rules, An employee’s right to sick leave pay cut upon
retirement will be consistent with his/ker current rights under ontion 1 ar 2,
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whichever is applicable. Only Option 1 employees will be eligible for the sick

o

leave bonus as described in Option 1.

|
, |
5. EMLA ~ The parties agree that the 12 month period for FMLA/PFLA 4
‘_/ﬁurposes‘ shall be set from the date from J uly ! to June 30. Ifan employee suffers |
*  an on-the-job injury which also qualifies as a serious health condition under the 1
:&“) Fumily Medical Leave Act and the Vermont's Parental Family Leave Act, the J
:>» 7 City may run the FMLA/PFLA leave simultaneously with the workers’ |
' " compensation leave/work related disability leave. The City and AFSCME shall
continue to negotiate the remaining terms of FMLA/PFLA leave which are

mandatory subject of bargaining.

, .6 Vacation Leave Accrual - Incorporate the language from the current
iy Comprehensive Personnel Policy Manual for the City of Burlington ineluding the
Burlington Electric Departmert, § 6.5(b) which states:

“From an employee’s date of hire to the end of that fiseal year, an .
employee may use of carry over any accrued vacation time. For every
fiscal year thereafter, an empioyee misst use at Jeast fifty percent (50%) of
his/her yearly eamned vacation benefit according to the above schedule,
An employee may carry over, at the end of the fiscal year; a8 maximum of
30% of his/her yearly vacation benefits, up to the maximum of 360 hours.
Vacation leave in excess of the authorized carry over shall be forfeited and
no financial compensation may be paid at the end of the fiscal year (June
30) or upon separation, unless an extension has been granted ini writing by
the Departmert Head with the approval of the City Council, afier
consideration ¢f the recommeandation by the Personnel Comumitese.”
TR .
o "7 Sick Leave Conversion - Employees who are under Gption 2 and thereby -
< havetneright to convert sick leave toTvacation, Ty coavert sick leave to :
vacation which may result in exceeding the 360 hour vacation accrual Jimit during
the fizcal year. Ifhowever, the conversion results in the employee having more
than 360 hours on the books on June 30®, the employee will forfeit any hours in
excess o1 360. . ‘ :

8. Recoppition — Amend Articls I, Repognition, to include employees who
“work 20 or more hours a week at the Libriy, Wastewater, in the Community -

Econcumiie Development Office and in the Recyelirng program. 4 list shiowing

¢ach employee in these groups establishing their date of hire by the City based on
- = when he/she began working 20 or more hours per week shall be dsveloped a5 part
of the Agreerent. The recognition clause skal] also include Parking Attendants 1~
aad the current Agreement as to such Parking Attendants working less than 20
houwrs shall apply. »

G Choice of Health Care Provider for Work-Related Iniury — If an employee

PN

suffzrs 2 work-related injury, he/she must have the initia! doctor’s visit with a

Y
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City-appointed doctor. If the employee wishes to use his/her own doctor
thersafter, they must file a Form § with the City in order to be reimbursed and
should do so prior to the visit except in an emergency. |

10, Uniforms and Tools: The annuel amount of the clothing allowance shal!

be increased to $325.

P

A1, Earking: Amend Section 18.1 fiom 15t 20 days;

v t12. Evaluatiop: Provide that if the.City does not complete an employee’s
 evaluation by 15 days following the employee’s anniversary date, the empioyse

shall automatically receive his/her step If hie/she is eligible for a step.

13, Side Letter; The Side Letter regarding health care savings attached hereto
and marked as Exhibit C will be an Appendix *o the Agreemaent,

Tentative Agreements as previously agreed, see Exhibit D attached.

[a alf other respects, the terms and conditions of the current collective .
bargaining agreement between the parties will remain in full force and effect.

Datec at Buﬂingtoh, Vermont this :Z___ day of December , 2000, -

AFSCME, LOCAL 1343

Byzwjn'

e
a v :/’ v S -
_ By: {J/\n ne -L’('«//IV {‘/’&é,c./fﬁ, % /S
’@-hief Negotiator, o~ / _ R Chief Negotiator,
_Joseph E. McNeil, Esgq. ’ Lindol Atkins’

- 2310124

(9]

~df‘.~fz»%s~ |
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RESOLUTION- 2000 - t:%f-? 5 I:

* (based on CPI-U) across the board mcrea

. effect cost savings and to requlre an increa

L Resolutlon Relatlng to . . Spofiufpilor Bushor
- AUTHORIZATION FOR ACCEPTANCE oF . Introduced; Ci- [|-c0
Y COLLECTIVE BARGAINING AGREEMENT WITH Referred to:

THE BURLINGTON FIRFIGHTERS ASSOCIATION

Date: g- ”" 00 -

Signed by Mayor: 3 -0 - 00

|

. |

Action: Adopl’éd = j
!

|

|

ﬁrlly completed the Honorable Mayor Peter

Clavelle be and hereby.is authonzed to execute a two-year agreement between the City and the
Burlmgton Firefighters’ Assoc1at10n purs ' Wthh the employees in such unit will be

granted the first year a2.5% pay mcrease ret'oactrve to July 1,2000 and from a 2%to a 4. 5%

: the year beginning July 1, 2001 along w1th a l% -
comparabrhty adjustment made to the pay effectrve 7/1/01, and a further 5% cornparabﬂlty L
adjustment effective 3/1/02, and an mcreased retlrement benef t, but with the requlrement that

the health care beneﬁt be amended to providefor agreed upon plan mod1ﬁoatrons in order to B “
d: employee contnbutron to the cost of health care to -

be made in the amount of 1.5% of regular S on a pre-tax basis in FY01 and 2% of regular L

wages on a pre-tax basis in FY02, -along wi dd1t1onal amendments all as per the terms and

conditions of such Agreement.- .

231008-00001 :
Ib/jem/c: Resolutions 2000Firefi ighters Collective Bargam

8/25/00

gree 2000-2001
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August 14, 2000

Memorandum from Brendan Keleher to File re: Retirement Tax
Rate analysis. ' -
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5%, OFFICE OF THE CLERK/TREASURER
o Ll N ) : ; -
’~z§’~f_‘:§' e, City of Burlington
AN e N~ e
%ﬁ-,_ .,.mw”:g’ 3 Room 20, City Hall, 149 Church Street, Burlington, VT 05401 Voice (802) 865-7000
B reonatl Fax (802) 865-7014
ByED FERQd ‘ TTY (802) 865-7142
MEMORANDUM
TO: File

FROM: Brendan S. Keleher, Clerk Tfeasurér O)) . . F@R lsg!m E' gg

DATE: 8/14/00
| SUBJECT: Retirement Tax Rate Analysis

This is an analysis of the impact on the firture tax rate of the retirement bénefit changes put
into effect in FY 2001. This assumes the following changes in the retirement plan:

Class A
Accrual at 2.75%
Barly retirement reduction of 1.82% per year for the years 20 through 24
Age of retirement reduced to 42 years ‘ '

- Class B
Accrual at 1.6%
Early retirement reduction of 2% per year for ages 55 through 64

Summary of Impact

Overall the adoption of these changes to the retirement benefit will increase costs such that
the tax rate will return to historical levels and increase over time with the growth in the wage base.
This is a reverse of the recent trend where, as a result of extraordinary investment returns, the tax

rate has actually declined.

Fiscal Year Actual Tax Projected Tax

Rate Rate

1998 0.1021

1999 0.0808

2000 0.0808

2001 0.0689

2002 ' 0.1007
2003 0.1079
2004 7 0.1101
2005 , 0.1285
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DRAFT
FOR DISCUSSION oy

The retirement tax rate is comprised of two elements: the set aside for future retirement
benefits and the annual FICA obligation for g . In recent years the share of the
tax rate attributed to FICA has been increasing. This is the result of tg"c')dffsetting trends. First FICA
continues to grow with the increase in salaries and wages. Second, and more significantly, the
annual retirement obligations has been reduced due to extraordinary invest returns.’

Discussion

. A process that includes an actuarial projection of future retirement costs is used to
determine the annual retirement conftibution raised from property taxes. The analysis included an
estimation of projected costs, an evaluation of projected investment returns and the actual
investment returns. When the investment return is higher than that projected, all other things equal,
the annual tax requirement is reduced. ' ’

The retirement fund expeﬂence%xtraordina.ry investment returns in the-late 1990°s. This
~allowed us to reduce the annual tax rate by about 3 cents from the peak in FY 1997 and FY 1998.
Actually, the current tax rate is over 4 cents lower than it would be if the investment returns had
been at projections and the FICA obligation had grown by 2.5% per year. The improvement to the
retirement benefit being approved by the City Council will require that the tax rate increase to
historical levels. The rate in FY 1998 was 10 cents; the rate in FY 2002 is projected to be 10 cents.

Note: At the time that the Police Union contract was being negotiated, the actuarial
information available indicated tHE dile to the expected costs of the improvements and the health of
the fund, the increase benefits could be absorbed without the tax rate returning to historical levels
for up to ten years. A revised actuarial analysis says that this will happen in the next three years.

One way of looking at this situation is that the extraordinary investment returns for a period
of time brought the fund to a level that no longer required annual contributions from the taxpayers

: beyond FICA. tirement fund was fully funded for future obligations. The increase in the
- benefit levelsCobligated this full funding position and thus, the ongoing obligations of the fund again

'S N“J")/ )

require annual tax contribution.

The Table and Graph attached to this memorandum illustrate for the retirement portion of
the tax levy, the actual tax rate and tax revenue, the projected rate and revenue, and the historical
trend in the required revenues factoring out the extraordinary investment returns of the 1990’s.

This analysis assumes investment results return to the expected results based upon
retirement plan assumptions.

2

Programs and activities of the City of Burlington
are accessible 1o people with disabilities
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Section 21

July 3, 2000

E-Mail from Christopher A. Clarke, Buck Consults to
Cynthia Davis, Retirement' Administrator re: Class B Contribution

Projection;

June 12, 2000: E-Mail from Christopher A. Clarke Buck
Consultants to Cindy Davis, Retirement Administrator re
Burlington Projected Contribution for Class A Employees, and;

June 12, 2000: E-Mail from Bryk Joel to Cynthia Davis
Retirement Administrator Re: Offset Improvements with Future

Actuarial

June 8, 2000: E-Mail from Christopher A. Clarke Buck
Consultants to Cynthia Davis, Retirement Administrator Re: Cost

Estimate.
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7\ Subj:" Class B Contribution Projection
/) Date: 07/03/2000 2:46:33 PM Eastern Daylight Time
From: cclarke@buckconsultants.com (Clarke Christopher A)
To:  DCld0927@aol.com ('Cindy Davis')
CC:  rbeck@buckconsultants.com {Beck Richard K), bryk.j@buckconsultants.com (Bryk Joel L)

File: proj summary class b est 6-00.Xs (16896 bytes) ‘ ' ' -
DL Time (31200 bps): < 1_ minute

Cindy,

Attached is the projected contribution schedule for Class B employees. The
first schedule assumes no improvements in the plan and no future gains'or
losses. This schedule slightly differs from the one provided on December 1

in the later years. The second schedule shows the impact of increasing the
past service liability by $10,600,000 and the normal cost by $760,000. As
discussed, this schedule reflects immediate recognition of prior asset

gains, .

If you have any questions please give call.
<<proj summary class b est 6-00.xs>>

. Christopher A. Clarke -
Actuarial -- New York
Buck Consultants ,
, * cclarke@buckconsultants.com
( \  ph212.330.1256
) fax212.330.1298

This e-mail and any attachments are confidential. If sent to you in
error, please delete and aler; the sender.

Headers
Refurn-Path: <.cclarke@buckconsultants.com> : '
Received: from rly-yh04.mx.aol.com (rly-yh04.mail.aol.com [172.18.147.36])) by air-yh01.mail.aol.com (v75.18) with ESMTP;
Mon, 03 Jul 2000 14:46:33 -0400
Received: from smitp2.mellon.com (smip2.mellon.com [206.1 50.228.55]) by rly-yh04.mx.acl.com (v75.18) with ESMTP; Mon,
03 Jul 2000 14:45:59 -0400 : : ‘ . : .
Received: (gmail 11525 invoked by alias); 3 Jul 2000 18:50:15 -0000 :
Message-1D: <20000703185015.11 522.qmail@mellon.com>
From: Clarke Christopher A <.cclarke@buckconsultants.com>
To: "Cindy Davis™ <.DCId0927 @aol.com>
Cc: Beck Richard K <.rbeck@buckconsultants.com>,
Bryk Joel L <.bryk.j@buckconsultants.com>

Subject: Class B Contribution Projection
Date: Mon, 3 Jul 2000 14:45:56 -0400
MIME-Version: 1.0
Content-Type: multipart/mixed;

boundary="----_= NextPart_000_01BFE51E.ECBC5C10"




