July 10, 2013
Curtis Hall

A regular meeting of the FINANCE COMMITTEE was held tonight, Chairman Dan
Norris presiding. Members present were Commissioners McKeown, Sharkey and Simon. Also
present was Ex-Officio Member Haywood.

Staff members present were Township Manager Bryan Havir, Acting Director of Fiscal
Affairs Bruce Rangnow; and Public Works Coordinator Michael Fleming; and Public Works
Superintendant Mark McDonnell. Also in attendance was Finance Officer Stephen Burns. A
Public Attendance List is attached.

Chairman Norris opened the meeting by introducing to the viewing public and meeting
attendees the planned speakers on the agenda. He further noted to the general viewing public
that the Township is entering into a time period where it will be prudent for many health care,
insurance and pension related matters to be addressed for both current and future considerations,
as well as two collective bargaining group contracts to be negotiated.

1. Laurie Harvey, Auditor from Maillie Falconiero & Company made a PowerPoint
presentation to the Commissioners on the final 2012 audit. There were no disagreements or
significant issues that needing to be addressed in the auditors SAS 114 letter. Based on a
recommendation from Township Manager Havir, the auditors for the first time in a number of
years presented their management recommendations to the Commissioners on issues on non-
material operational weaknesses discovered during their 2012 audit. A copy of the detailed
information on the audit presented at the meeting is attached.

2. Thomas Zimmerman, Actuary from Conrad Siegel Actuaries gave a presentation
regarding the Minimum Municipal Obligation (MMO) on the Township’s four pension plans.
He also made a presentation that provided the Commissioners with projections on the
Township’s estimated pension plan General Fund Obligations for 2013 through 2023. The
amortized MMO cost will decline slightly by $100K in 2014 but will then increase by $500K in
2015 and ratchet upwards from there in go-forward years. The detailed information provided at
the meeting is attached.

3. Representative Richard Lee, Trust Administrator of Delaware Valley Insurance
Trust made a PowerPoint presentation on the Trusts’ DVHIT Health Benefit trends and Retiree
rates by Plan, the DVIT Insurance Plan, and the DVWCT Workers Compensation Plan for the
Township. For more detailed information about the various DVIT presentations, please refer to
the attached PowerPoint presentation. Commissioner Sharkey asked Mr. Lee to comment on the
impact the Firefighters Cancer Presumption Act legislature, as recently approved, is having on
DVIT with respect to the cost of firefighters workers’ compensation insurance coverage costs.
While there will be resulting increased costs these have yet to be clearly defined. For certain,
DVIT will continue to provide this coverage to its membership. Mr. Lee also mentioned to the
Commissioners that anything the Township does to create employee incentives to accept higher
deductibles and to more actively participate in the DVIT offered wellness programs will help to
reduce Plan coverage and usage assessed costs.
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4. Stephen Fallon of Insurance Buyers’ Council made a presentation to the
Commissioners on Post-Retirement Healthcare costs and options the Township could consider
employing to help reduce down associated costs. For more detailed information about this
presentation refer to the PowerPoint presentation as attached.

5. Upon motion of Mr. Haywood, the Committee unanimously accepted the
Executive Financial Summary Report for the period ended June 30, 2013 and the Five-Year
Analysis.

6. Mr. Havir reported on the upcoming proposed budget for 2014. He noted to
department heads to consider the following:

o Offer suggestions where we can make changes in programs and
administrative services;

e Look at more ways to generate revenue through fees for services;

* Budgets being submitted at zero percent (0%) increases so if existing
increases are anticipated, where would cuts be made to hold costs in line
items.

He also asked department heads submit budgets showing options for
o 3% reductions and
o 5% reductions

Staff budget meetings will begin August 5™ through the 16" (1 Round),
September 9" through 20" (2™ Round).

October 1™ at 8:00 AM is the Board/Public Budget Workshop at the
Township Administration Building.

Commissioner Sharkey requested that a 2™ budget workshop be set up for
sometime in early November in addition to the October workshop. Commissioner Simon
supported Mr, Sharkey’s recommendation by stating that he believed a 2" budget workshop
would be beneficial.

7. Old Business. None

8. New Business. None
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9. Citizen’s Forum.

Fred Milbert asked if the Township has looked at other companies, or if it would
be worth considering looking at other companies besides DVIT for providing the Township’s
liability insurance, worker’s compensation and healthcare coverages. Commissioner Simon

responded that he believed DVIT was showing significantly better resuits to the Township with
lower rates than could be obtained with other commercial carriers.

There being no further business, upon motion of Mr. Norris, the Committee
unanimously agreed to adjourn the meeting,.

N

ryarr’T. Havir
Township Manager

Per: Bruce A. Rangnow
Acting Director of Fiscal Affairs
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REFERENCE #2

Cheltenham Township Pension Plans

Projection of MMOs

Estimated
Estimated General Fund

Year MMO State Aid * Obligation
2013 $ 3,424,083 $ 975,000 $ 2,449,083
2014 $ 3,352,000 $ 995,000 $ 2,357,000
2015 $ 3,905,000 $ 1,015,000 $ 2,890,000
2016 $ 3,895,000 $ 1,035,000 $ 2,860,000
2017 3 4,015,000 $ 1,055,000 $ 2,960,000
2018 § 4,135,000 $ 1,075,000 $ 3,060,000
2019 $ 4,190,000 $ 1,100,000 $ 3,090,000
2020 $ 4,095,000 $ 1,120,000 $ 2,975,000
2021 3 4,140,000 $ 1,140,000 $ 3,000,000
2022 $ 3,895,000 $ 1,165,000 $ 2,730,000
2023 3 3,245,000 $ 1,190,000 $ 2,055,000

* Assumes 2% annual increase in State aid

Assumes annual investment returns of 8.0%

Assumes annual payroll increases of about 4.0%

Liclients\c\C816\10YearProjection.xls
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Deluseare Valley

(HEA LT O

T H 3 URANCE TRUST

CHELTENHAM TOWNSHIP
RETIREE PROPOSAL PLANS

NOTES AND ASSUMPTIONS

1. Exibits reflect enrollment as of May 1.
2. Rates based on 2013 premiums. Subject to change effective 1/1/14
3. Exhibit does not include 9 Rx only members

4. Medicare Advantage requires enrollment in Medicare Part B ($104.90
per month} and is only available to retirees/spouses over age 65.

5. Medicare Advantage rates/eligibility vary by location (above rate is
applicable to Bucks, Chester, Delaware and Montgomery Counties
residents)

6. Proposal assumes total replacement in consolidated retiree health
options. If not full-replacement, rates are subject to change.




I NS URANCE TRUST

CHELTENHAM TOWNSHIP

POST-RETIREMENT HEALTH STRATEGIES

1. Eliminate post-retirement health benefits for all future retirees

2. Provide Township paid retiree coverage for retired employees only
3. Provide post-retirement health coverage to age 65 (Medicare eligible)
4. Require cost-sharing for post-retirement health coverage

5. Require enrollment in Medicare Part B at retiree cost ($104.90 per
month).

6. Provide a standard (consolidated) retiree health plan (eliminate the
practice of providing post-retiree health benefits at the level the
employee retires)

7. Adjust benefits levels to reduce Township premium and future liability
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