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 The cost projections contained in this report are based on the results and 

assumptions noted in the July 1, 2012 actuarial report.  Reasonable 

actuarial techniques and assumptions were used to produce the cost 

projections. Data was provided by the Town. 

 

 The following pages show cost projections under different economic 

scenarios and are meant to be used for illustration purposes only.  Actual 

results will vary from projections shown in this report due to actual 

participant data, actual asset returns, and any assumption changes that 

may be warranted.  These projections are not meant to provide a definitive 

cost savings or increase related to plan changes.   

 

 These projections reflect numerous assumptions and one should focus on 

the general trend of the results rather than the absolute dollar amounts. 

 



 

 

 

Impact of Proposed Changes – Scenario 1 

Scenario 

 

Immediate 

Liability 

Reduction 

Immediate 

Reduction of 

the Annual 

Contribution 

Reduction of the 

Annual 

Contribution 

over 30 Years 

(1) Change Average Pay, Pay Definition, 

Benefit Formula, NR Eligibility (<10 Yrs), 

ER Benefit, COLA  

$1,960,000* $313,000* $13,100,000* 
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 Under this scenario, the projected ARC for fiscal year ending 6/30/2013 is $1.68 Million 
 

 This scenario reflects the following changes to the current plan provisions: 

 Adjust active benefits to use a 5-year final average pay 

 Change definition of annual pay to salary, holiday and longevity 

 Benefit formula is changed to 2.50% of pay for first 20 years of service and an additional 

2.0% of pay for service between 20 and 25 years 

 Change the Normal Retirement eligibility to the later of reaching 20 years of service or 

attaining age 55 only for future employees and current employees with less than 10 years of 

service as of July 1, 2012 

 Reduce Early Retirement Benefit to 25% of average pay which is payable upon reaching 15 

years of service 

 Freeze COLA for 10 years with simple COLA returning tied to Northeast Urban CPI with a 

cap of 3.0% (for future retirees only) 
 

 Note: No changes have been made to current inactive benefits 

 

 

*These numbers are estimates only and are not guarantees of future plan costs 



 

 

 

Scenario 

 

Immediate 

Liability 

Reduction 

Immediate 

Reduction of 

the Annual 

Contribution 

Reduction of the 

Annual 

Contribution 

over 30 Years 

(2) Change Average Pay, Pay Definition, 

Benefit Formula, NR Eligibility (All), ER 

Benefit, COLA  

$3,210,000* $475,000* $15,800,000* 
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 Under this scenario, the projected ARC for fiscal year ending 6/30/2013 is $1.52 Million 
 

 This scenario adjusts Normal Retirement eligibility for everyone 
 

 This scenario reflects the following changes to the current plan provisions: 
 

 Adjust active benefits to use a 5-year final average pay 

 Change definition of annual pay to salary, holiday and longevity 

 Benefit formula is changed to 2.50% of pay for first 20 years of service and an additional 

2.0% of pay for service between 20 and 25 years 

 Change the Normal Retirement eligibility to the later of reaching 20 years of service or 

attaining age 55 for all current and future employees 

 Reduce Early Retirement Benefit to 25% of average pay which is payable upon reaching 15 

years of service 

 Freeze COLA for 10 years with simple COLA returning tied to Northeast Urban CPI with a 

cap of 3.0% (for future retirees only)  
 

 Note: No changes have been made to current inactive benefits 

 

 

Impact of Proposed Changes – Scenario 2 

*These numbers are estimates only and are not guarantees of future plan costs 



 

 

 

Scenario 

 

Immediate 

Liability 

Reduction 

Immediate 

Reduction of 

the Annual 

Contribution 

Reduction of the 

Annual 

Contribution 

over 30 Years 

(3) Change Average Pay, Pay Definition, 

Benefit Formula, NR Eligibility (<10 Yrs), 

ER Benefit, COLA , New Hires DC Only 

$1,960,000* $313,000* $14,400,000* 
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 Under this scenario, the projected ARC for fiscal year ending 6/30/2013 is $1.68 Million 
 

 This scenario incorporates a Defined Contribution Plan for new hires 
 

 This scenario reflects the following changes to the current plan provisions: 

 Adjust active benefits to use a 5-year final average pay 

 Change definition of annual pay to salary, holiday and longevity 

 Benefit formula is changed to 2.50% of pay for first 20 years of service and an additional 2.0% of pay for 

service between 20 and 25 years 

 Change the Normal Retirement eligibility to the later of reaching 20 years of service or attaining age 55 only for 

current employees with less than 10 years of service as of July 1, 2012 

 Reduce Early Retirement Benefit to 25% of average pay which is payable upon reaching 15 years of service 

 Freeze COLA for 10 years with simple COLA returning tied to Northeast Urban CPI with a cap of 3.0% (for 

future retirees only) 

 All hires after July 1, 2012 participate in a defined contribution plan that matches up to 7% of pay contributions.  

It is assumed that each participant will receive the full match from the Town.  These employees do not 

participate in the defined benefit plan 
 

 Note: No changes have been made to current inactive benefits 
 

 

 

Impact of Proposed Changes – Scenario 3 

*These numbers are estimates only and are not guarantees of future plan costs 



 

 

 

Scenario 

 

Immediate 

Liability 

Reduction 

Immediate 

Reduction of 

the Annual 

Contribution 

Reduction of the 

Annual 

Contribution 

over 30 Years 

(4) Change Average Pay, Pay Definition, 

Benefit Formula, NR Eligibility (All), ER 

Benefit, COLA , New Hires DC Only 

$3,210,000* $475,000* $17,000,000* 
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 Under this scenario, the projected ARC for fiscal year ending 6/30/2013 is $1.52 Million 
 

 This scenario adjusts Normal Retirement eligibility for everyone and incorporates a 

Defined Contribution Plan for new hires 
 

 This scenario reflects the following changes to the current plan provisions: 

 Adjust active benefits to use a 5-year final average pay 

 Change definition of annual pay to salary, holiday and longevity 

 Benefit formula is changed to 2.50% of pay for first 20 years of service and an additional 2.0% of pay for 

service between 20 and 25 years 

 Change the Normal Retirement eligibility to the later of reaching 20 years of service or attaining age 55 for all 

current employees 

 Reduce Early Retirement Benefit to 25% of average pay which is payable upon reaching 15 years of service 

 Freeze COLA for 10 years with simple COLA returning tied to Northeast Urban CPI with a cap of 3.0% (for 

future retirees only) 

 All hires after July 1, 2012 participate in a defined contribution plan that matches up to 7% of pay contributions.  

It is assumed that each participant will receive the full match from the Town.  These employees do not 

participate in the defined benefit plan 
 

 Note: No changes have been made to current inactive benefits 

 
 

 

 

Impact of Proposed Changes – Scenario 4 

*These numbers are estimates only and are not guarantees of future plan costs 



 

 

 

Scenario 

 

Immediate 

Liability 

Reduction 

Immediate 

Reduction of 

the Annual 

Contribution 

Reduction of the 

Annual 

Contribution 

over 30 Years 

(5) Change Average Pay, Pay Definition, 

Benefit Formula (Prospective Only), NR 

Eligibility (All), ER Benefit, COLA, 

Employee Contributions 11%, New Hires 

DC Only 

$3,100,000* $572,000* $18,800,000* 
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Impact of Proposed Changes – Scenario 5 

 

 Under this scenario, the projected ARC for fiscal year ending 6/30/2013 is $1.42 Million 

 This scenario adjusts Normal Retirement eligibility for everyone, preserves accrued benefits, 

incorporates a Defined Contribution Plan for new hires, and increases the employee contribution 

rate 

 This scenario reflects the following changes to the current plan provisions: 

 Adjust active benefits to use a 5-year final average pay 

 Change definition of annual pay to salary, holiday and longevity 

 Benefits accrued as of 7/1/2011 are locked in with future accruals changed to 2.50% of pay for first 20 years of 

service and an additional 1.00% of pay for service between 20 and 30 years to a maximum benefit of 60% 

 Change the Normal Retirement eligibility to the later of reaching 20 years of service or attaining age 55 for all 

current participants 

 Reduce Early Retirement Benefit to 25% of average pay which is payable upon reaching 15 years of service 

 Freeze COLA for 10 years with simple COLA returning tied to Northeast Urban CPI with a cap of 3.0% (for 

future retirees only) 

 All hires after July 1, 2011 participate in a defined contribution plan that matches up to 7% of pay contributions.  

It is assumed that each participant will receive the full match from the Town.  These employees do not 

participate in the defined benefit plan 

 Defined Benefit Plan participants contribute 11% of pay annually 

 Note: No changes have been made to current inactive benefits 

 

 
*These numbers are estimates only and are not guarantees of future plan costs 



 

 

 

Scenario 

 

Immediate 

Liability 

Reduction 

Annual 

Required 

Contribution* 

Reduction of the 

Annual 

Contribution 

over 30 Years* 

(1) Change Average Pay, Pay Definition, 

Benefit Formula, NR Eligibility (<10 Yrs), 

ER Benefit, COLA  

$1,960,000 $1,682,000 $13,100,000 

(2) Change Average Pay, Pay Definition, 

Benefit Formula, NR Eligibility (All), ER 

Benefit, COLA  

$3,210,000 $1,520,000 $15,800,000 

(3) Change Average Pay, Pay Definition, 

Benefit Formula, NR Eligibility (<10 Yrs), 

ER Benefit, COLA , New Hires DC Only 

$1,960,000 $1,682,000 $14,400,000 

(4) Change Average Pay, Pay Definition, 

Benefit Formula, NR Eligibility (All), ER 

Benefit, COLA , New Hires DC Only 

$3,210,000 $1,520,000 $17,000,000 

(5) Change Average Pay, Pay Definition, 

Benefit Formula (Prospective Only), NR 

Eligibility (All), ER Benefit, COLA, 

Employee Contributions 11%, New Hires 

DC Only 

$3,100,000 $1,422,000 $18,800,000 
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Impact of Proposed Changes – Summary 

* Contributions include both Employer Defined Benefit and Employer Defined Contribution money when applicable  

**These numbers are estimates only and are not guarantees of future plan costs 



Appendix 
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Projection Details – Current Plan Provisions 

*These numbers are estimates only and are not guarantees of future plan costs 
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Projection Details – Current Plan Provisions 

*These numbers are estimates only and are not guarantees of future plan costs 
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Projection Details – Scenario 1 

*These numbers are estimates only and are not guarantees of future plan costs 
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Projection Details – Scenario 1 

*These numbers are estimates only and are not guarantees of future plan costs 
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Projection Details – Scenario 2 

*These numbers are estimates only and are not guarantees of future plan costs 
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Projection Details – Scenario 2 

*These numbers are estimates only and are not guarantees of actual future plan costs 
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Projection Details – Scenario 3 

*These numbers are estimates only and are not guarantees of actual future plan costs 
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Projection Details – Scenario 3 

*These numbers are estimates only and are not guarantees of actual future plan costs 



 

 

 

Retirement Plan Design  -  03/01/2013 

Projection Details – Scenario 4 

*These numbers are estimates only and are not guarantees of actual future plan costs 
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Projection Details – Scenario 4 

*These numbers are estimates only and are not guarantees of actual future plan costs 
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Projection Details – Scenario 5 

*These numbers are estimates only and are not guarantees of actual future plan costs 
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Projection Details – Scenario 5 

*These numbers are estimates only and are not guarantees of actual future plan costs 



Current Plan Provisions 

Base Formula 

 Normal 

Retirement 

Eligibility 

COLA 
Participant 

Contributions 

Early Retirement 

Benefit 
Vesting 

Normal Form of 

Payment 

Target 60% of AME* 

 

2.75% x  Service (up 

to 20 Years) x AME 

+ 

1.00% x Service (up 

to 5 more Years) x 

AME 

 

Completion of 20 

Years of Service 

regardless of age 

3.0% non-compounded 

from age 57 for 

participants retiring on 

or after July 1, 1992 

7.0% of pay 

 

Eligible after 15 

Years of Service 

 

35.0% x AME 

starting when 

participant would 

have completed 

20 Years of 

Service 

15 Years of 

Service 

67.5% Joint & 

Survivor Annuity with 

guaranteed return of 

contributions 

*Average Monthly Earnings (AME) is the average of the three highest consecutive years of pension compensation. 

Disability Benefit Pre-retirement Death Benefit Post-retirement Death Benefit 

Duty Related : 2/3 x AME 

 

Non Duty Related (completing 12 or more Years) – 

Accrued Benefit reduced by 40% at 12 Years with 

the reduction decreasing by 5% for each Year up to 

17 Years; after 18 or more Years, 100% of Accrued 

Benefit is payable 

 

After 15 Years of Service and officer married – 

spouse receives monthly pension equal to 

amount which would have been payable if 

officer had retired with 67.5% Joint & Survivor 

Annuity 

 

Prior to 15 Years of Service – beneficiary 

receives a refund of member’s contributions 

with 5% interest 

A spouse’s pension equal to 67.5% of 

participant’s pension is payable until earlier of 

spouse’s death or remarriage, or to surviving 

dependent children under age 18 
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Assumptions for Cost Projections 

Category Assumption 

Asset Return Plan assets earn 7.50% annually 

Active Population The number of active employees stays constant at 45 throughout the 30-

year projection period 

Town Contributions The Town contributes the full Annual Required Contribution (ARC) each 

year 

ARC Calculation GASB rules in effect as of July 1, 2012 are used 

Contributions Shown Include both Employer Defined Benefit and Employer Defined Contribution 

money when applicable.  The Employer Defined Contribution amounts 

assume that all eligible employees will receive the full match from the Town 

if applicable 

Annual Contribution Consists of 2 pieces – benefits being earned during the current year and 

the amount to cover the amortization of the unfunded liability 

Future New Entrants Modeled after actual new entrant data from 2005-2011 

Northeast Urban CPI 2.5% per year 

Inflation 2.0% per year 

Salary Growth 3.5% per year 

Mortality RP-2000 Combined Healthy Mortality Table for males and females with 

generational mortality projection per Scale AA 

Retirement Rates, Withdrawal Rates, 

Disability Rates, COLA, Married 

Percentage 

Unless explicitly stated in a given scenario, all other assumptions match 

those used in the July 1, 2012 valuation 
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*All items mentioned above are assumptions only and are no guarantee of actual demographic or economic experience 
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