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	Natick Finance Committee



Pursuant to Chapter 40, Section 3 of the Town of Natick By-Laws, I attest that the attached copy is the approved copy of the minutes for the following meeting: 

Town of Natick Finance Committee 
Meeting Date:  January 20, 2015

The minutes were approved through the following action:

Motion:	Approval
Made by:	Jonathan Friedman	
Seconded by:	Jerry Pierce	
Vote:	8.0.0
Date:	March 3, 2015


NATICK FINANCE COMMITTEE MEETING MINUTES
January 20, 2015

Natick Town Hall
School Committee Meeting Room, Third Floor

This meeting has been properly posted as required by law.

MEMBERS PRESENT:
			
James Everett, Chairman
Jimmy Brown, Vice-Chairman
Bruce Evans, Clerk
Jonathan Freedman
Edward Shooshanian
Patrick Hayes
Cathleen Collins
Jerry Pierce
Tony Lista
	Cathy Coughlin
	David Gallo
Mark Kelleher
	
MEMBERS ABSENT:
	
Mari Brennan Barrera
Christopher Resmini
Michael Ferrari

ATTACHMENTS:

A.	2016 Town Meeting Hearing Schedule Updates
B.	2016 Budget – Property & Liability Insurance
C.	2016 Budget – Contributory Retirement
D.	2016 Budget – Non-Contributory Retirement

AGENDA:

1. Public Concerns/Comments
2. Meeting Minutes
3. Old Business
2016 Spring Town Meeting Schedule Updates
4. New Business
	2016 Budget – Property & Liability Insurance
	2016 Budget – Contributory Retirement
	2016 Budget – Non-Contributory Retirement
5. Adjourn

Meeting called to order at 7:04 p.m.
The Chairman, James Everett, reviewed the evening’s agenda and the materials included in the handouts and requested that everyone keep in mind the guideline of approximately five minutes per person for comments.
ANNOUNCEMENTS:
Tonight’s agenda and all the exhibits are on the Natick Town website.  For those wishing to follow along just go to the calendar click on today’s date, click on the agenda and then the link to view the Finance Committee’s Agenda and meeting materials.
For those at home if you want to be on the distribution list for future schedule changes please email me at Fincom@natickma.org or click on my name on the Finance Committee web page. 
PUBLIC CONCERNS/COMMENTS:
None.
MEETING MINUTES:
None.
OLD BUSINESS:
2016 Spring Town Meeting Hearing Schedule Updates:
Mr. Everett:  Originally the IT budget was on tonight’s agenda but because Mr. 
LeFrancois is ill it has been postponed until Thursday, January 22, 2015.

There are a couple of sub-committee meetings that were submitted and I did not get them in time to publish for this meeting.  We’ll get those out this weekend and have those sent out to everyone.  There will also be another one for the police coming up on February 5, 2015.
On February 24th I’m going to add in the personnel pay plan.  Mr. Levinsky asked that we do it in February because he will be out of town during March.  That will be the first article we’re going to hear on February 24 and I did ask him to get it so we will have time to review it before the meeting.
Ms. Collins: I’ll be sending an email to the people on the Education Sub-Committee and what I need from everyone is questions; particularly to the school department. 
Mr. Freedman:  Reminder: the Financial Planning Committee is meeting tomorrow evening at 5:30 p.m. downstairs in the selectmen meeting room.
Public Hearing 2016 Town Budgets

Motion to open public hearing on 2016 town budgets.

	Moved/Motioned by:
	Mr. Evans

	Seconded by:
	Ms. Collins

	Motions or Debates:
	None

	Vote: Favorable
	12-0-0



2016 Budget – Property & Liability Insurance
Presenter:  Bill Chenard, Deputy Town Administrator Operations
Jeff Towne, Deputy Town Administrator, Finance
Mr. Chenard:  Prior to preparing this budget in FY15, we did a complete review of our assets, both on the motor vehicle side and on the building side and worked with our insurance provider to do a complete valuation to make sure that our building values and the contents values were correct.  
Looking at last year’s budget, there is not a huge change in cost but there is a big change in valuations. It’s $303 million this year, a significant increase due to changes in the high school, changes in the senior center and changes to our water/sewer infrastructure.  
Our water/sewer assets are insured under our general property and liability insurance line item with offsets for indirects.  We did quite a bit of work on our water and sewer side.  We have several new sewer stations and several well updates as you are aware over the last several years.  These are now captured and have updated our insurance.  We also updated motor vehicle insurance coverage.  There’s 491 total pieces of equipment, 193 of which are registered motor vehicles that are insured under this section of our budget.  
Insured value of property buildings and contents is $303 million dollars.  This value plus the liability insurance for all of the registered motor vehicle fleet and other unregistered town vehicles and related machinery is insured under our property and liability insurance package which provides $3 million in general liability coverage plus and an additional $5 million in excess liability coverage.
We worked with our insurance agents to come up with budget estimates.  We’re estimating just over a 5% increase in motor vehicle insurance; 5% increase in property and liability insurance, a 2.45% increase in boiler insurance.  We’re not changing any deductibles. After looking at our actuals over the last couple of years only 6 accidents would put us over the deductible and cost the town overall more in insurance. 
I want to be absolutely clear that this budget does not include any healthcare insurance or any of the worker’s compensation that’s in a separate section of the budget.
QUESTIONS FROM THE COMMITTEE:
Why does the town’s liability cover the school board?
Mr. Chenard: All school department insurance is covered under the town’s liability policy.  It’s a shared expense.
Has this budget returned money to free cash in the past?
Mr. Chenard: Yes it has but a very small amount – less than 5% of the budget. 
How much of the insurance increase is due to accidents from take-home vehicles?
Mr. Chenard:  To my knowledge in FY14, there were no accidents with any of the take-home vehicles.  There was one on-duty accident with one of the take-home vehicles in FY15 where a tree fell on a town vehicle when this vehicle was on duty during a storm.  The rest are all liability-type accidents.  We’ve had very little high cost damage to our vehicles which is good, but it does cause expenditure of deductibles unfortunately. 
Did we shop comparisons on the insurance?
Mr. Chenard:  Yes we did and we didn’t find any financial reason to change carriers.  We also looked into lowering deductibles but found that looking at statistics from other years that would substantially increase our costs.
491 pieces of equipment and 193 registered with a plate - how many of those are take-home vehicles?
Off the top of my head I would say ten.  But I will get you that.  Take away 1.
What’s the policy on after-hours use of take-home vehicles?
Mr. Chenard:  It is to be used to and from work.  We allow a stop en route for reasonable time periods.  The one exception is the water sewer on-call truck.  We request that this person use the vehicle if they go out have the vehicle with them in case of an emergency when they are out on their own time.  We need them to have the tools and get to an emergency as quickly as possible.
The specialty liability policies – how much is the total for all of those?  Have there been any claims on any of those that have driven an increase in premiums?
Mr. Chenard:  There have not been any claims on any of those and in fact those premiums have remained pretty flat.
Just to be clear, the insurance deductibles line is money allocated to pay deductibles should we need to – or to purchase an insurance policy to limit our deductibles?
Mr. Chenard:  If we have an at-fault accident or we have to pay a deductible on one of our vehicles to repair that vehicle, this line is for that.  We have a small section in this budget for vehicle body work and damage.  The rest would come from insurance and/or the insurance deductible line item. 
Why is it that the boiler only appears as a line item in 2015?

Mr. Chenard:  It’s been there forever. Unfortunately when we paid our policy in the past it has been paid out of this line item in the budget.  It’s just been there for over twenty years.  We have talked about rolling it up above. It comes as one bill for the package policy, and the boiler is part of that policy, so when we pay the bill we’re paying the whole item line.  That’s why it’s not a separate line item.
Just to clarify there are 491 pieces of equipment and 193 are registered.  The rest of them, what kind of equipment is it?
Every piece of equipment that we have in the town of Natick is counted in the 491 number here.  Not all of those insured equipment is “registered.”  Only 193 are registered vehicles. Some of this equipment isn’t technically “register-able.”  The number includes chainsaws and weed-whackers and other items.  
What is driving the increases on the insurance this year?
60% is updated equipment raises and 40% is premiums increasing.
There is a significant difference between 2014 and 2015: the boiler was in the 2014 number, then we had a big jump – can you explain again?
The valuation of the completed high school and the senior center caused some of the rise.  But we updated the review of all our asset values so that is also part of the increase.
So it’s a combination of high school, senior center and cost increases?  Can we break out the costs of each?
Mr. Chenard:  We really don’t have that breakout.  The insurer comes up with the valuations to be insured, we review that and if we disagree we go back and ask more questions.  But they don’t break out every item that goes in to each valuation for us.  We have disagreed with several and particularly the sewer pump stations which we knew they under-valued because we just paid to put them in.   They did make some adjustments at our request.
Are all the assets covered at full replacement cost?
No and I would not recommend that because the cost would be extremely high.  If we were to do that our insurance costs would be very, very high. We are very comfortable with the review and the valuations we arrived at with the insurance adjuster.
What liability is covered in the liability insurance for the school board?  And how is the school board defined?
Generally speaking it is liability against lawsuits.  Any board or public committee can be sued and found liable for a lawsuit.  So the term “school board” includes the school committee.
Does that insurance cover this board too?
Yes, it covers all the town boards.
If the school itself was sued- that would be under general liability policy?
That would be under the general liability policy or an unusual suit could kick off the extended liability insurance.
Are the portable classrooms we have now on this policy?
Yes, they are but any new classrooms that are being requested now would have to be added to the policy and we would have to amend this budget at that point.
Are they looking to have those classrooms in for next fall?
I don’t believe so but if they did we would have to pay that and then come back in the fall to appropriate those funds.
Are the policies fiscal year or calendar year?
They are fiscal year.
MOTION 
Move approval of the 2016 Budget – Property and Liability Insurance in the amount of $644,300.
	Moved/Motioned by:
	Mr. Evans

	Seconded by:
	Ms. Coughlin

	Motions or Debates:
	Mr. Evans:  I feel comfortable that the administration has done the due diligence reviewing costs, premiums and overall asset values and holding the costs in control so I vote favorable action.
Ms. Coughlin:  No comments.
Mr. Everett:  I appreciate that we put this out to bid and got the best deal that we could. 

	Vote Favorable
	12-0-0



2016 Budget – Contributory Retirement
Presenter:
Jeff Towne, Deputy Town Administrator
We are required by Public Employee Retirement Administration Commission (PERAC) to fund our contributory retirement system, in which we have 1,056 participants, 591 active and 90 are inactive and 375 are retired and beneficiaries.  
The status of this is the same as last year because we are using the same actuarial figures.  The new report is not due out until May or June of 2015 according to Ms. Bacon of the Natick Contributory Retirement Board.  
We are 61% funded as of January 1, 2013 so that figure will change with the new report when it comes out.  This report you see in front of you is going up the required 8% as we discussed last year.  We are going up 8% each year until 2019.  In the actuarial report, the schedule is up to 2030 based upon the actuarial assumptions that were in this last report.  That will change when the new report comes out.  It will still be funded through 2030, so we will have 15 years left to fully fund our pension system if we stick to the schedule.
Members of the Natick Housing Authority are included in the retirement system, but they pay for their own assessment through their funds.  
I can go into more detail, but we reviewed all this last year, in terms of the report, funding, the changes and who can qualify for the three years of retirement wages based on the average of 3 years versus 5 years.  And that affordability law that was passed in 2012 changed so anybody coming in after April 1st 2012 it’s based on a five-year average of wages to try to lower that amount – rather than the top three it’s the top five.  So all those items are still the same.  There have been no law changes that I know of since that time frame and there’s been no actuarial report change since last year when that report was put to you with the same information.
This is a predictable number out through this year and then next year we will see the updated funding schedule and we will look at that again. 
QUESTIONS FROM THE COMMITTEE
What does the inactive group consist of?
People who have worked in Natick at one point in time.  Some may have moved to another community or state agency and they haven’t transferred their funds out of our system and into theirs or they have a certain period of time, I believe that’s six years, to either roll over or withdraw the funds.  Those people will eventually be active in another system or their funds will be removed from our system at some point in time.   We have to hold their money by law for a certain amount of time to allow them to make a decision of where to put it.
Twenty hours per week is considered part time correct?
At more than twenty hours and you are eligible for contributory retirement. 
Is that by statute – where does that come from?
That’s Massachusetts state law.
So it’s the same for every community?
There are some communities talking about raising this to 32 hours.  But that’s a decision that you would have to have legislative approval to permit you to do that and you’d have to have the retirement board vote to approve that.  So that is something that some communities are talking about doing and frankly I think we should do it if we can.
Request for statutory reference.  Take away.
Within those assumptions, there must be some assumptions for return on funds?
Eight percent.  That is set by the Natick Retirement Board based on their investment manager’s advice and counsel.
Have we been tracking to that?
We have been tracking to that and more.  There was, obviously the 2008/2009 timeframe where everybody got killed, but historically it has tracked to that.  Our auditors also have a say in these assumptions and are able to comment on them if they felt the rates were too high or too low based on history.  
Does that rate assumption get re-done when the actuarial assumptions get re-done?
Yes it does.  Mortality, age, interest rate all of the assumptions that are in the report you’ll see on the back side of the report.  They will all be looked at again.
What about new hires?  Do they have assumptions regarding new hires?
They have assumptions on new hires, cost of living and step increases.  It’s based on a percentage per year.  I don’t recall what their assumption is on new hires – but they talk about covered payroll and that would take into consideration an estimation of what new hires would be. 
If you were to look at that on the report, it’s gone up almost double in a short period of time, maybe twelve or thirteen years.  So you’ll see that. 
Each fall (as of November 1st), we have to report what our covered payroll is and what we believe people are contracted through or people are paid as current active members to the retirement board.
So we’re doing better on the return of funds at the 8%, how are we doing versus what the assumptions are on new hires?  Are we tracking for that?
I’ll look at it – I’m not sure.  Ours are pretty simple but the schools are a little harder.  For instance, if they hire a para-professional they’re covered under the Natick Contributory Retirement System.  If they hire a teacher, that’s under the Mass Teachers Retirement System.  This is a big difference we don’t have a contribution to the Mass Teachers Retirement System, but we do have one to the Natick Contributory Retirement System. 
So that would be something that we’d have to take a look at.  Covered payroll I don’t know where we tracked and where we said we would be at – that was before I came to Natick.  I’ll start tracking some of that for us and see how we’re doing.
Have we done any review to see how we’re earning against the state system and whether or not we should stay where we are or get into the state system?
The Natick Contributory Retirement Board has done some of that.  I don’t have that detail in front of me but they do track that to make sure we’re doing well in that area.  Take away request from the Natick Contributory Retirement Board.
When we go into collective bargaining and if we make decisions on hiring during that time or salary increases are we making some assumptions on the impact to contributory retirement during those discussions?
We’ve looked at it in general in the past but we’re going to be very specific in the coming cycle.  Not only with this but with our own post-retirement benefits.  All of that will be factored in to what it is truly going to cost us for this next contract.  We have to.
This 8% that we’re going up- are we required in the current year to fund this full dollar amount or can we defer it in any way, shape or form – realizing that it may add time past the 2030 year goal date?  Are we required by law to fully fund this?
PERAC states that this is your funding amount. Communities in the past have underfunded that and those communities have paid quite dearly for that in future years by doing that.  I will double check that with the retirement board, because I don’t sit on the board.  But other communities have underfunded that in the past and it’s pushed out their schedule or it’s forced their 8% to a future year.  The reason why the 8% go to 2019 and then it drops to 2% for one year and then 4% from 2020 all the way to 2030 is because of the catch up provision.  So I’ll double check my answer on that but that’s to the best of my knowledge.
Where can we obtain information to determine that we were not performing as well as the state? As a town, it’s the retirement board that makes that decision right?
Yes, it’s the retirement board’s decision.
And the 8% - Is that not the state’s maximum limit that it can go up in one year?
Just for clarification there’s two eight percent figures that have been thrown out.  One is interest on return and the one that you’re referring to is the amount that we have to contribute over what we had the previous year.  Eight percent is the max that’s allowable under the rules.
Mr. Towne’s comments after the motion was debated:  Just out of fairness to the retirement board we did not invite them to this meeting and said that we could represent the budget and the increase.  I think it’s a good idea to invite them to come and talk about initiatives that they’ve made and initiatives that they can make – it’s better to come from them.  They know a lot better than I do because they do it every month.  They meet monthly, they post their agendas.  I, too, would like to see the minutes online.
I did run for the retirement board but this time I lost.  The reason why is because I wanted an active employee on the board.  I think it’s important to represent the active employees and I also wanted to learn more and get to know more because this is one of the biggest numbers in our budget.  It doesn’t mean we’re going to get it to go down but I feel it’s one of those things I felt I could help with.  I felt I could help represent the active employees and I felt I could bring some of my financial expertise to the board.  And I’m going to keep running until hopefully someday I get elected.  This is a huge number and I want to be able to get involved and help to answer questions like this.  Because there’s so many known things that we just don’t express well and I think that would be helpful to do.
I just didn’t want anyone to walk away from this meeting thinking negatively about the retirement board – we didn’t invite them and said we would present this budget.
Mr. Freedman:  Thank you Mr. Towne.  And just for the record the reasons you have enumerated are the very same reasons we have invited them here over the years.  Just to get a better handle on understanding these issues.
MOTION 
Move favorable action on the 2016 Budget – Contributory Retirement in the amount of $7,646,153.
	Moved/Motioned by:
	Ms. Collins

	Seconded by:
	Mr. Freedman

	Motions or Debates:
	Ms. Collins: As shown in the Actuarial Valuation and Review, the unfunded liability for Contributory Retirement has increased by 12 million dollars from 2011 to 2013 ($53.2 million in 2011 to $65.6 million in 2013).  Who knows what it will be from 2013 to 2015?  Driven primarily by two items that are driving it: one is investment loss on an actuarial basis and one is demographic losses due to salary increasing more than expected.  We the town can control the second by controlling contracts, what we hire people at, etc.  We have little control if any over the investment losses.  
Eight percent is more than 2 ½ percent which is what we are allowed to grow our tax rate by.  We cannot continue to do this. We owe this to our employees, we promised this to our employees and I’m not arguing that.  What I’m arguing is making fully informed decisions before we get into contracts.  Before we decide who to appoint to boards.  To encourage the employees to be active in managing increases as they are at managing the rest of their lives.  They control two of the seats on the Retirement Board, and unless and until changes are made either in our investment advisors or changing whether we go with the state or what-have-you – the first seven or eight million dollars per year collected in taxes for this town goes solely to pay this.  And it will continue to go up.  
Right now the funding schedule says it goes down after 2019.  But the new funding schedule may say it continues to up for longer than that. We owe it, I know that and I’m not disagreeing with that.  But we cannot continue to take a hands-off approach as we have by hiring more high-salaried employees in the town and by creating positions.  We need to work as a group to get some feeling of control over this. However, I hope you vote for this because we are contractually obligated. 
Mr. Freedman: I agree almost 100% with Ms. Collins. This is an area where we have very little control because we are obligated by contract to pay this.  I would have liked to see a member of the Retirement Board here to help give us and the public some insight into the problems and process of this budget.  And I think we would get some insight into all the work that the Retirement Board does.  This is a lost opportunity for us, the Retirement Board and the taxpayers to gain insight into how this budget is conceived.  I would have liked to have a little bit more information on some of the factors and behaviors that influence the actuarial calculations.  But as Ms. Collins said we have contractual obligations and I’m not about to recommend falling short on those obligations.  I intend on 100% supporting this and I urge the rest of you do so as well.
Mr. Evans:  I wanted to echo what the previous speaker said about the Retirement Board’s activities.  They do a tremendous amount for the town.  But looking at their website I couldn’t find anything but the agendas for their meetings and I think it would be beneficial to both the Finance Committee and interested residents to be able to get a handle on what is this 800 pound gorilla looks like?  We are hopefully in a good position to address this requirement and moving forward as things change what the strategy is to adapt to that.  I think it would help the comfort level of people paying for this and I think we need to have greater visibility and greater transparency.  I will support it.  It’s an obligation that we don’t take lightly.  
Mr. Lista:  Thank you very much for the overview I echo the comments of my colleagues.  At one of these budget meetings the other night I suggested we look at a part-time position to assess whether that could be a contract position or a position shared with another community.  I think that it’s an unfortunate reality that we have to ask that question of every budget that we’re facing.  Whether or not there’s another way to deliver this service to the taxpayers and ratepayers so that we can control these types of costs.  I’m delighted that you’re going to be looking to put a value around the contributory retirement piece during the upcoming contract negotiations.  I think that’s really important. 
You made a comment about the twenty-hour work week versus the thirty-two-hour work week and that you thought it was a local legislation.  If it’s a local legislation, option or policy I would hope that our town administration pursues that and looks at it as an option to control this increasing cost as well.
Mr. Everett: This is one of those budgets that is a difficult budget.  It’s up front because the number is set – we don’t have a choice about the number we have to vote.  The number is sent to us by PERAC.  That said, all the issues about going forward about how can we affect this in the future, and also get an understanding of what are the factors that make up all of this so that we can look at what could be impacted by contracts, by hiring, by anything else that the town does, I think is appropriate.  I don’t think it impacts this vote but I will ask the Retirement Board when I go to ask them for their state returns, I will ask them to come and present to us what’s going on in the retirement side.  At least they’ll give us an understanding.

	Vote Favorable
	12-0-0



2016 Budget – Non-Contributory Retirement
Jeff Towne, Deputy Town Administrator
The non-contributory pension is for those folks who are not part of the Natick retirement system.  These are employees that date from way back.  There are three: there’s one fire pension, one school pension and one police pension.  We know these items pretty much down to the dollar and that’s why it’s an odd number of $42,368 based on the increase estimation of three percent on the first twelve thousand which is what is allowed by state law.  And that’s typically what we’ve done. You can do more than that but they’ve done it on three percent of twelve thousand typically.  It only goes up three percent on the first twelve thousand each year. It’s tracking right on the dot for FY15 so I would recommend that you act favorably on this number. 
QUESTIONS FROM THE COMMITTEE
These people worked for the town prior to January 1, 1939.  Does that mean they were hired to work for the town prior to 1939?
No that means they entered into the system prior to 1939 and this might not be the folks that were in the system – this could be a spouse or a widow.
Last year the retirement board contemplated asking for a town meeting vote to change that $12,000 to a higher number.  Do you know whether they are still thinking of that? 
We have not heard anything from them in that regard.
Are they a legitimate board for putting forth warrants?
There is a difference of opinion out there on that and including legal opinion. 
MOTION 
Move approval of the 2016 Budget – Non-Contributory Retirement in the amount of $42,368.
	Moved/Motioned by:
	Ms. Collins

	Seconded by:
	Mr. Pierce

	Motions or Debates:
	Ms. Collins:  No comment.
Mr. Pierce:  No comment.

	Vote Favorable
	12-0-0



MOTION 
Move to close public hearing on the 2016 Budget.

	Moved/Motioned by:
	Ms. Collins

	Seconded by:
	Mr. Pierce

	Motions or Debates:
	None.

	Vote: Favorable
	12-0-0



Further discussion:
Ms. Collins:  Two takeaways that were promised.  Last fall one was request to the Town Administrator to advise on a plan for using the money that would be rolling up the schedule of the downtown buildings being paid off.  I wonder if that’s been done and can we get a copy?
Mr. Chenard:  It is in process and we will give you a copy as soon as it’s done, which will probably when we do the debt service – that’s our goal.
Ms. Collins:  And the other take away was regarding turn-backs from shared benefits because that was always the budget that we go to in the spring when we’re trying to juggle out budgets.  You said at the time you would go back several years to see what had been turned back on those.
Mr. Towne:  We are going to try to deliver that when we talk about the employee benefits.
Mr. Hayes: Follow up from our meeting with the school.  I’d asked them to give me a take away of the technology inventory.  
Mr. Everett:  I will follow up on this take away.
ADJOURN:

Move to adjourn.

	Moved/Motioned by:
	Mr. Pierce

	Seconded by:
	Ms. Coughlin

	Motions or Debates:
	None

	Vote: Favorable
	12-0-0



Meeting adjourned at 8:10 p.m.
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