Whitefish Bay Schools

An Exceptional Place to Learn

To: Mary Gavigan/Board of Education
From: Shawn Yde

Re: Post Retirement Benefit Study
Date: May 3, 2012

EXECUTIVE SUMMARY

Recommendation: That the School Board approve changes to emplbogeefit plans (specifically the Post
Retirement Benefits) so that the amount of monenspurrently (under the pay-as-you go methodpigyhly
equivalent to the Annual Required Contribution (ARC

Background: The School Board requested that the administratémelop a post retirement benefit study. As part
of this process the administration used the sesvaé@n actuary. The work of the committee incthithee
following tasks:

= Review work completed previously with regard totpesirement benefits and the actuarial liability
calculations associated with the collective bangaimgreements.

Review current uses of school district OPEB besgefit

Evaluate the current condition of school distri®EB liability and its established OPEB trust.
Study benefit offerings of other public schoolshaithom we compete to hire quality staff.

Review possible changes to benefit structure.

Survey employees to solicit feedback on benefiicstrres.

Re-engage the assistance of an actuary to perfasting estimates on various scenarios.

Members of Study Committee The following people served on the study comnaitte

Shawn Yde, Director of Business Services

Mary Gavigan, District Administrator (Ex Officio)
Mark Kapocius, Director of Human Resources
Pam Woodard, Board Member (Personnel Chair)
James Phillips, Board Member (Finance Chair)

Proposed Charge to the Study CommitteeThe following charge was given to the Post RetertiBenefit Study
Committee:

= Review school district and employee needs for petgement.

= Consider implications of the Post Retirement Stteypmmendations on the long-term financial hedith o
the district and its ability to attract and rethigh quality staff members.

= Present a comprehensive benefit plan (or plangliftarent employee groups) for use by the district
including considerations of attracting and retagnguality staff, honoring existing commitments ffte
extent possible) cost estimates, consideratiossigthinability and funding strategies.

Recommended Changes to OPEB Benefit¥he escalation of health care costs over the yemded to a
situation where the cost of the benefit is restiicthe ability of the District to pay competitiearrent




compensation. The post retirement benefit is rimraefit that is received equally by all employessmany
employees leave before they are eligible or rete# after attaining the retirement age that makesn eligible for
the benefit. The committee tried to examine thigoog from a number of perspectives, noting thanethose
employees who have the potential for a retiremengebt are paying for a benefit they might neveeiee (in the
form of reduced current compensation). In theantrenvironment, the system needs to change axaénd
retain the best personnel for the District.

The recommendation of the study committee woultblretain a modified benefit for those employeexd there
hired before July 1, 2011 and eliminate the berfiefinew hires (hired after July 1, 2011). Afteviewing a
number of options the committee focused on tryimg the future cost of providing post retirementdigs at no
more than the amount currently budgeted and expkindde current fiscal year. This was viewed aslance
between attempting to provide a benefit for thobe were hired when a benefit existed and attemptmyovide
current employees (including those hired beforg 1uP011) with more current compensation that \wdid
available if the existing benefits were not modifieBased on our work with the actuary the follogvahanges are
being recommended.

1) Elimination of the post retirement health insurabeaefit for new hires.

2) Elimination of the severance benefit for new hires.

3) Cap the District’s retiree health insurance contidn and the severance benefit at the currenadoll
amount.

4) Modify the post retirement health insurance andsthwaerance benefit for employees hired prior tg dul
2011 as outlined below.

5) Provide a current funded tax shelter annuity/408§ly)ew hires.

6) Provide employees hired before July 1, 2011 thsopb elect out of post retirement health insueaand
instead receive a current funded tax shelter apd0i8(b) available to new hires.

The actuarial information associated with thesemgoendations will be provided at the Board meeting.

Health Insurance

Health insurance benefits would be retained but madfied for employees hired prior to July 1,
2011. The amount of the health insurance premiumaid by the District would not exceed the
amount paid by the District during the 2011-2012 dwol year. The retirement age would be

adjusted to 57 for instructional staff and administators and 59 for all others.

Option 1: Pro-rate the maximum benefit based on yaa of service prior to July 1, 2012
assuming the benefit was earned 1/20per year of service.

For example, prior contracts for instructional spxbvided for a benefit duration of up to 10 years
(which was well outside our comparable districtdsing an eligibility age of 57 the benefit provile
would be 8 years. (8 years of health benefit digitdy 20 years of service equals 0.4 years of post
employment insurance per year of full-time servic&jiministrators would also move to the same
eligibility age.

For secretarial, paraprofessional, confidential emstodial, prior contracts provided for a benefit
duration of up to 10 years (which was well outsade comparable districts). Using an eligibilityeag
of 59 the benefit provided would be 6 years. (&rgef health benefit divided by 20 years of sexvic
equals 0.3 years of post employment insurance gear of full-time service).

Examples (instructional staff}




Employee A (Hired July 15, 1992) This teacher would haQeyars of full-time service prior to
July 1, 2012.

20 years of full-time service X 0.4 Post Employinidealth (Ratio) = 8 years of Health Benefit at
age 57 (capped at the 2011-2012 District contrdsuéimount).

Employee B (Hired July 1, 1997) This teacher would havey&&rs of full-time service prior to July
1, 2012.

15 years of full-time service X 0.4 Post Employmidealth (Ratio) = 6 years of Health Benefit at
age 57 (capped at the 2011-2012 District contrdsuéimount).

Option 2: Pro-rate the maximum benefit based on years of seice prior to September 1, 2012
assuming the benefit was earned at the number of ges of service required under the benefit
structure in place at the time of hire (i.e., 10 yars, 15 years or 20 years)

This benefit computation would work similar to tlsééited above except that the years of service
variable would be modified for each employee basethe provisions in place at the time of hire.

For example, using an eligibility age of 57 fortmstional staff the benefit provided would be 8
years. (8 years of health benefit divided by 1@rgef service equals 0.8 years of post employment
insurance per year of full-time service for empleydired prior to 1/1/02) (8 years of health banefi
divided by 15 years of service equals 0.53 yeapost employment insurance per year of full-time
service for employees hired between 1/1/02-6/30{8&ears of health benefit divided by 20 years of
service equals 0.4 years of post employment inserper year of full-time service for employees
hired after 6/30/06).

Examples (instructional staff}

Employee A (Hired July 15, 1992) This teacher would haGeyars of full-time service prior to
July 1, 2012.

20 years of full-time service X 0.8 Post Employindealth (Ratio) = 8 years of Health Benefit at
age 57.

Employee B (Hired July 1, 1997) This teacher would havey&&rs of full-time service prior to July
1, 2012.

15 years of full-time service X 0.8 Post Employmidealth (Ratio) = 8 years of Health Benefit at
age 57.

Employee C (Hired July 1, 2005) This teacher would haweedrs of full-time service prior to July
1, 2012.

7 years of full-time service X 0.53 Post Employinidealth (Ratio) = 3.7 years of Health Benefit
at age 57.

Employee D (Hired July 1, 2007) This teacher would hawge8rs of full-time service prior to July
1, 2012.



5 years of full-time service X 0.4 Post Employmelelth (Ratio) = 2.0 years of Health Benefit at
age 57.

Option 3: Don't pro-rate the benefit as of July 1, 2012, rathr let it continue to accrue.

This benefit computation would permit the employ@eontinue to accrue a benefit based on total
years of service as of the date of retirement. sTthey could receive the full benefit, subjecthte

cap even if they did not have the full number cdngeof service in by July 1, 2012. The number of
years over which the benefit was earned couldBe2q years for all participants, or (2) 10, 12206r
years, depending on the number of years of seremqared under the health insurance benefit at the
time of hire.

TSA Option: Employees hired prior to July 1, 2012 can chdmteveen the health insurance option
above and a TSA Option. The TSA option would pre#d500 per year of service into a 403Buis
benefit would still require a minimum vesting oveset number of years and benefits would be fedeitthe
employee leaves prior to full vesting and the mimmretirement date (i.e., age 57 or 59). The dépwsi
dollars plus accumulated interest would be avadlablthe employee at retirement.

There are a number of options for the number ofsygavest in the benefit. These include: (1) 20
years for all participants, and (2) 10, 15 or 28rgedepending on the number of years of service
required under the health insurance benefit atithe of hire. Credit would be given for total ysaf
service, not just those after the date the plampdemented.

All new employees hired after July 1, 2012 willddggible for the TSA option only.

Severance

Severance benefits for employees hired prior to Jyll, 2011 would be frozen at the benefit
deemed earned as of July 1, 2012 based on theiragl as of that date. The amount deemed
earned could be based on years of service prior fuly 1, 2012 using the criteria of 20 years to
receive the full benefit, or using the number of yars of service required to earn the benefit as of
the date of hire. Eligibility age would be adjustd to 57 or 59 as set forth above for health
insurance benefits.

For example, for instructional staff the previoasitact provided for a benefit of 110 days. If we
assumed a service requirement of 20 years fob#mnefit (110 days of pay divided by 20 years of
service equals 5.5 days pay per year of full-tiereise). One proposal would be to compute the
severance benefits based on years of servicetpribaly 1, 2012. Employees would receive a
prorated portion of the previous benefit not toeeea 110 days.

Examples (instructional staff, assuming 20 year v&aq):

Employee A (Hired July 15, 1992) This teacher would haQeyars of full-time service prior to
July 1, 2012.

20 years of full-time service X 5.5 days of pay{ig) = 110 days of severance pay at age 57.

Employee B (Hired July 15, 2005) This teacher would haweedrs of full-time service prior to July
1, 2012.



7 years of full-time service X 5.5 days of paytiBp= 38.5 days of severance pay at age 57.



