HOLLISTON FINANCE COMMITTEE
MEETING MINUTES
January 13, 2015

The Committee convened in Room 105 at Town Hall at 7:02 PM. Present from the Committee were
Chairman Ken Szajda, Vice Chairperson Michelle Zeamer, Dan Alfred, Charlie Kaslow, Bill Dowd and Beth
Liberty. Brendan Shea was absent.

1.

Minutes - Moved by Bill Dowd, Seconded by Charlie Kaslow to approve the minutes of the meeting on
December 16, 2014. Four in favor, none opposed, two abstentions (Zeamer and Alfred), the motion
carried.

Reserve Fund Transfer Requests - The Committee received two Reserve Fund Transfer requests. One
is from Veterans Services for unexpected costs relating to approved veteran’s benefits claims
(Attachment I), and the other is for a number of unexpected costs for Professional Services in the
Selectmen’s department (Attachment II). There were several questions that required Town
Administrator Paul LeBeau, and so the matters were postponed until later in the meeting when Paul
would be present.

School Committee review of union contracts - School Committee member Anne Louise Hanstad,
School Committee Chairperson Carol Emmons and Superintendent Brad Jackson appeared before the
Committee to review a presentation on union contract settlements with School Department
bargaining units over the past seven months. (Attachment III) The Committee had a lengthy
conversation about the financial struggles associated with meeting the School Committee’s objective
of a high performing school district and a fair and competitive salary structure in the context of
limited annual budget increases. The Finance Committee expressed its appreciation for the School
Committee’s time and effort to bring the FinCom up to date.

Other Post Employment Benefits (OPEB) valuation review - Dan Rhodes of the Segal Companies was
present to describe and explain the most recent actuarial valuation of the Town’s OPEB liabilities.
Dan explained the first section of the valuation document (Attachment IV). Following that, a number
of questions that had been posed by Bill Dowd (Attachment V) were addressed by Dan, Town
Administrator Paul LeBeau and Treasurer/Collector Mary Bousquet. There was a lengthy discussion
about the process of setting the valuation’s discount rate/asset return rate. Town Administrator Paul
LeBeau pointed out that there were not two different asset return assumptions being used. Rather,
he had analyzed the historical performance data for a number of investment asset classes and settled
on 6% while also asking for a valuation at 5.5%. It was agreed that the discount rate/asset return
assumption should be re-evaluated before the next valuation. There was also a lengthy discussion
about the pro’s and con’s of using a level payment schedule rather than the increasing payment
schedule calculated using the GASB methodology. It was agreed that further dialog about this
approach should take place between the Selectmen/School Committee/Finance Committee. The
Committee expressed its appreciation to Mr. Rhodes for providing a good explanation of the OPEB
valuation. Near the end of this discussion, Charlie Kaslow left the meeting.

Reserve Fund Transfer Requests - Paul LeBeau clarified the Veteran’s Services requests as money
needed for claims already approved and the Professional Services money for the Rail Trail being
related to the contracted work done to evaluate the impact of the tree cutting on the trail right of way
by Solect Solar. Moved by Dan Alfred, Seconded by Michelle Zeamer to approve a Reserve Fund
Transfer in the amount of $20,000 from the Reserve Fund to Veteran’s Services, Org 01543, Object
57100. Five in favor, none opposed, no abstentions, the motion carried. Moved by Michelle Zeamer,
Seconded by Dan Alfred to approve a Reserve Fund Transfer in the amount of $25,000 from the
Reserve Fund to Selectmen, Org 01122, Object 52000. Five in favor, none opposed, no abstentions,
the motion carried.
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6. Adjournment - At 10:20 PM moved by Michelle Zeamer, Seconded by Dan Alfred to adjourn the
meeting. Five in favor, none opposed, no abstentions, the meeting was adjourned.

Approved 1/20/15
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REQUEST FOR TRANSFER OF FUNDS
(Reserve Fund Transfer for extraordinary or unforeseen expenditures in accordance with General Laws, Chapter 40, section
6, or for any use authorized by law under Chapter 44, section 33B. Please see instructions on next page.)

TO THE BOARD OF SELECTMEN AND THE FINANCE COMMITTEE, HOLLISTON, MA
Date: December 17,2014 Department: Veterans Services
The undersigned respectfully requestsa: ~ __X__ Reserve Fund Transfer or

Line Item Transfer

in the amount of $20,000 from: X Reserve Fund or

Budget Account Name

Organization No. , Object No.
to Budget Account Name Veterans Services , Organization No._01543 , Object No._57100

Explanation: (what is purpose of the funds requested, what was or is unforeseen or extraordinary, what
was not included in budget request)

To pay for the projected cost of Veterans’ Benefits for the remainder of FY15. The budget for benefits
was increased in FY15 to $18,000 from the FY14 budgeted amount of $10,000. However, there continues
to be an increase in the caseload and the costs for those cases. The caseload increased by four during
FY14 and there has been another case added in FY15 to date.

Present unexpended balance in account: $ 1,346 Town Accountant's initials:

Total anticipated further expenditure: $21,346 (remainder of fiscal period)

Total of prev:%ﬁm‘54451&?»@«;3 $0 (this line item)
Signatures: W Lo
(L »\
C N
T~/

TO THE ACCOUNTANT:
By vote of the Board of Selectmen at a meeting held on and/or by vote of the
Holliston Finance Committee at a meeting held on and as recorded by them, a

transfer as requested above was voted in the amount of $

Date By Received by Town Accountant
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REQUEST FOR TRANSFER OF FUNDS
(Reserve Fund Transfer for extraordinary or unforeseen expenditures in accordance with General Laws, Chapter 40, section
6, or for any use authorized by law under Chapter 44, section 33B. Please see instructions on next page.)

TO THE BOARD OF SELECTMEN AND THE FINANCE COMMITTEE, HOLLISTON, MA

Date:_January 6, 2015

The undersigned respectfully requests a: ~ __ X _Reserve Fund Transfer or

Line Item Transfer

in the amount of $__ 25,000 from: X Reserve Fund or

Budget Account Name

Organization No. , Object No.
to Budget Account Selectmen — Professional Services, Organization No. 01122 , Object No.

Explanation: (what is purpose of the funds requested, what was or is unforeseen or extraordinary, what
was not included in budget request)

The requested funds would be used for consulting services for recruitment of a Town
Administrator ($15,000); to cover legal expenses associated with the Rail Trail and the Andrews
building ($8,800); and to cover professional services associated with the rail trail ($1,200).

Present unexpended balance in account: $ Town Accountant's initials:
Total anticipated further expenditure: $ (remainder of fiscal period)
Total of previous trangfers this year: $ (this line item)
Signatures: X %/ T
g -
TO THE ACCOUNTANT:
By vote of the Board of Selectmen at a meeting held on and/or by vote of the
Holliston Finance Committee at a meeting held on and as recorded by them, a

transfer as requested above was voted in the amount of §

Date By ) Received by Town Accountant
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Collective Bargaining Agreements:
A Report to the Finance Committee

January 13, 2015

New Three Year Agreements

» Holliston Federation of Teachers
— Teachers’ Unit (2014-2017)
— Paraprofessionals’ Unit (2014-2017)
— Secretaries’ Unit (2014-2017)

« Holliston Nurses’ Association (2014-2017)
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School Committee Objective

« To sign a Collective Bargaining Agreement
that balances the following interests:
~ Affordability
—Maintaining a competitive wage and benefits
package

Teachers’ Unit
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Significant Non-Wage Changés‘

» Eliminated CAGS column effective 4-1-14
— Grandfathered those already there

— Allowed those working on CAGS to be placed
on CAGS for one-school year

+ Added M+60 column for 2016-17 year'
« Mandated direct deposit

« Capped Tuition Reimbursement to
$45,000 per year "

Significant Non-Wage Changes (2)

 Incorporated Teacher Evaluation
agreement into document

» Modified job description of HS Dept.
Heads, ESL Facilitator and K-12
Curriculum Specialists to include teacher
evaluation responsibilities.

« Expanded adoption benefit to include
surrogacy.
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Significant Non-Wage Changes (3)

-+ Adjustments to Sick Leave Bank:

— Eliminated eligibility to teachers in their first
year of employment

— Added language to curb excessive use during
May & June

Wage Adjustments

« 2014-2015 School Year
— All Steps Frozen
— All teachers receive $1,405 increase

» 2015-2016 School Year
— All teachers receive Step Increases
— Added Step 13A (2% higher than Step 13)
— 0% adjustment to salary schedules

» 2016-2017 School Year
— All eligible teachers receive Step Increases
— 1.5% increase to all salary schedules
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- Financial Analysis
The Cost of No Settlement
--Teachers’ Unit--
Steps Lanes COLA Total
FY15 355,225 87,510 - 442,735
FY16 368,192 90,000 - 458,192
FY17 339,925 90,000 - 429,925
Total 1,330,852
Financial Analysis
Estimated Settlement Cost
--Teachers’ Unit--
Steps Lanes CAGS M+60 COLA | Step13a Total
FY15 87,231 355,097 442,328
FY16 366,032 65,000 (48,754) 210,553 592,831
FY17 388,163 65,000 15,305 | 297,810 766,278
Total 1,801,437
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1/13/15

Attachment 111

Financial Analysis

Incremental Cost of Settlement

--Teachers’ Unit--

Estimated Cost of | Fixed Cost with | Incremental
Final Settlement No Settiement Cost
FY15 442,328 442,735
FY16 592,831 458,192 134,639
FY17 766,278 429,925 336,353
Total - 1,801,437 1,330,852 470,992

Paraprofessionals’ Unit
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Significant Non-Wagé Changes

» Mandated use of Direct Deposit

* Increased annual sick day allotment from
10 to 12.

» Curbed use of personal days in May/June

Significant Non-Wage Changes (2)

Adjustments to Sick Leave Bank

— Eliminated eligibility to access Bank in first
year of employment

— Capped eligibility in 274 and 3 year of
employment to 5% of days worked.

— Eliminated automatic assumption that “tie
votes” favor the employee.

— Increased maximum size of pool from 150
days to 300 days
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Cost-Saving Adjustments

. Eliminated all sub-categories of
Paraprofessionals, replacing them with a
“General Paraprofessional” category which
covers all job functions V
— Estimated savings ~$6,900 per turnover

— Exception: Those currently in higher category
will remain.

- Reduced one Professional Day in 2015-2016.
« Reduced one Professional Day in 2016-2017.

Wage Adjustments

« 2014-2015 School Year
— All Steps Frozen
— General Paraprofessionals receive $0.65/hr adjustment
— All Paraprofessionals receive 1.1% increase

+ 2015-2016 School Year
— All Paraprofessionals receive step increases
- General Paraprofessionals receive $0.40/hr adjustment

- All Paraprofessionals receive 1.0% increase (but are paid for
one less day)

» 2016-2017 School Year
— All Paraprofessionals receive step increases

- All Paraprofessionals receive 1.5% increase (but are paid for
one less day).
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Attachment I11

Financial Analysis

Estimated- Settlement Cost
--Paraprofessionals’ Unit--

Job Class | Work Yr
Steps | COLA | Change™ | Adjust | Total
FY15 - 58,189 - - 58,139
FY16 | 15,206 | 49,384 | <13,781> | <11,190> ‘39,61 9
FY17 | 50,869* | 30,627 | <13,901> | <11,748> | 55,847

** Assumes two turnovers annually

* Assumes all Paraprofessionais hired in FY15 remain through FY17

Secretaries’ Unit
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Significant Non-Wage Changes

« Require meeting with involuntarily
transferred secretary but specifies transfer
decision not subject to grievance or
arbitration.

- Specifies Sick Leave Bank decisions not
subject to grievance/arbitration.

« Eliminates automatic “no work” day on
“snow days.” '

Wage Adjustments

+ 2014-2015 School Year

— All steps frozen
— All Secretaries receive $0.46/hour increase

« 2015-2016 School Year
—~ All Secretaries receive step increases
— New Step 10 added which is 1.5% higher than Step § -
-~ 0% adjustment to salary schedule
» 2016-2017 School Year
— All Secretaries receive step increases
— 1.5% increase to all salary steps
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Financial Analysis

Estimated Settlement Cost
--Secretaries’ Unit--

Steps

COLA

Total

FY15

13,364

13,364

FY16

13,372

13,372

FY17

4,539

10,851

15,390

Nurses’ Unit

11
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Significant Non-Wage Changes

» Eliminated CAGS column effective 4-1-14
— Grandfathered those already there

— Allowed those working on CAGS to be placed
on CAGS for one-school year

* Added M+60 column for 2016-17 year

Wage Adjustments

» 2014-2015 School Year
— All steps frozen
— All nurses receive $1,405 increase
— Increase Nurse Leader stipend from $4,000 to $6,000
+ 2015-2016 School Year
— All nurses receive step increases
— Added Step 13A (2% higher than Step 13)
— 0% adjustment to salary schedules
» 2016-2017 School Year
— All eligible nurses receive step increases
— 1.5% increase to all salary schedules

12
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Attachment I11

Financial Analysis
Estimated Settlement Cost
Nurses’ Unit

Stipend
Steps COLA | Adjust. Total

FY15 - 4215 | 2,000 | 6,215
FY16 | 6,366 | _ - - 6,366
FY17 | 2,306 | 4,626 - 6,932

Other Area Settlements

13
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Recent Local Teacher Agreements

3-year

FY13 FY14 FYi5 FY16 FY17 COLA

Hopkinton 2.00% 2.00% 2.00% 6.00%
Ashland 1.50% 2.00% 2.00% 550%
Framingham  1.00% 2.00% 2.00% 5.00%
Natick 2.00% 1.85% 2.00% 5.85%
Keefe 200% 1.50% 2.00% 5.50%
Millis 1.40% 2.25% 1.50% 5.15%
D/S 160% 1.60% 1.60% 4.80%
Westwood 1.50% 1.50% 2.00% 5.00%
Milford 150% 2.00% 2.00% 5.50%
Holliston 0.00% 1.50% 2.00% 3.50%

14
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Memo: To: Paul LeBeau 1/12/15 (Amended)
From: Bill Dowd

Subject: Preliminary Questions on the December 23, 2014 OPEB valuation by Segal
Consulting

1. Please confirm that even though the plan is only partially funded - a funded ratio
of greater than 0%, but less than 100% - the fact that the Town sets aside each year
an amount of money equal to or greater than the ARC, the accounting standard
allows the plan to be characterized as “fully funded” for discount rate purposes. If

so, how does the reference to a “blended discount rate” for partially funded plans
work in actual application of the standard?

2. Does the private sector accounting rule - FAS 106 - allow for use of the expected
assetreturn rate as the discount rate?

3. Under GASB 45, does the assumption on expected asset return have to match the
assumption on discount rate?

4. What are the Medicare D subsidies referenced on page 1, who receives them now,
how much a will they be in FY15 and how are they currently handled?

5. What is the ACA excise tax, on whom is it assessed and how can it be avoided?

6. On page 4, just before the chart, the report states that the accounting standard
requires the employer to identify and account for the implicit subsidy associated
with the use of blended premium rates including non-retirees for pre-65 retiree
claim costs, as well as any explicit subsidies the employer may provide. Where in the
report are these subsidies identified and accounted for?

7. 0n page 1, the report indicates that the Unfunded Actuarial Accrued Liability
(UALL) will be paid off in approximately 21 years. Yet in the table on page 8, the
UAAL is not fully amortized until 2043. Please explain.

8. How are the values in Column 6 on page 8 derived?

9. On page 1, the report states that amortization payments are assumed to increase

at 3.5% annually. At the top of pages 8 and 9, that assumption is repeated. Only the
years after 2034 increase at 3.5%. Please explain.

10. Why was page 9 requested?

11. Please explain the cause of, and the impact of, the change from a positive number
to a negative number in Column 5 in 2034.

12. Why would we draw on the trust before full funding?
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13. When will all benefit payments be taken from the trust?

14. Once the plan is fully funded, what will the annual OPEB cost look like? Will it be
amatter of appropriating the “Normal Cost” each year and depositing it to the trust?

15. On the letter labeled “Supplemental Calculations”, the cost of implementing 50%
premium contributions for surviving spouses is shown as $1,882,174. There is also a
reference to a plan change referred to as “Moving non-Medicare participants into
Benchmark plans”. What is a “non-Medicare participant”, how many of them are

there, and why is this value being calculated? How would such a change be
implemented?

16. On page 17, the report states that Per Capita Cost Development utilizes either
current fully insured premium rates or rates by age and gender derived by actuarial
factors. Are the Per Capita Health Costs shown on page 24 the result of that process?
Do the numbers in that table correlate to the blue line in the chart on page 47 Why
aren’t actual claim costs utilized for these calculations?

17. How many current employees will not be eligible for Medicare at age 65?7

18. On page 8, the forecast of future costs, liabilities and funding are displayed. The
table reflects a decision made two years ago to use a flat and steady $1.5 million in
addition to actual pay-as-you-go insurance costs in lieu of the Annual Required
Contribution (ARC), Column 4 on the table. For example, in 2016, the Town’s retiree
health insurance costs will be the actual pay-as-you-go insurance costs - $1,453,421
- plus the $1.5 million contribution to the trust for a total of $2,953,421. That is
$592,851 MORE than the ARC for 2016. Following this forward, for some reason
(explanation requested at questions 11 and 12 above) in 2034, instead of
appropriating the $1,500,000 it appears the Town will get $1,226,090 from the
trust, offsetting the estimated insurance pay-as-you-go costs of $3,890,216 such that
the Town’s cost that year is equal to the ARC, or $2,664,126. That’s a $2,726,090
swing - in the Town’s favor - in one year. Why is it in the Town’s best interest to
build a financial model with that kind of large and one-year distortion? Further, if
you add up all the annual pay-as-you-go insurance amounts (Column 1) and
combine them with the Additional Funding amounts in Column 5, you get a total of
$108,524,585 over the 30-year period. If you add up the ARC’s (Column 4), the total
is $85,583,669 — almost $23 million lower. So not only does the flat $1,500,000
create a huge one-year distortion in 2034, but over the 30-year period it appears to
have cost us $23 million. Using the 2012 valuation that provided both the ARC only
and $1.5 million models, it appears this is the result of the $1.5 million accelerating
the amortization of the UAAL. In that instance, supplemental funding produced a
lower cumulative cost than using the ARC only. It would be important to see a 2014
ARC column in a table that assumes the Town appropriates just the ARC each year,
meaning, for example, that in 2016 the town would supplement the actual pay-as-
you-go costs with $907,149 instead of $1,500,000. This needs to be examined and
evaluated much more thoroughly. An expanded table that I created reflecting the
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calculations above is attached. Also attached is a chart graphically depicting the

difference between our chosen funding approach and the ARC from the 2014
valuation.

19. Why is the Town treating OPEB differently from Pensions? For Pensions, the
Town is funding only its portion of the pensions equivalent to the ARC as allocated
by the Middlesex County Retirement Plan to a plan that has been significantly
underfunded for decades. IF the Town has financial resources to accelerate funding

of unfunded benefit liabilities, why is being applied to only one and not shared with
both?
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