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MEETING OF

UNIVERSITY PARK MAYOR AND COMMON COUNCIL

UNIVERSITY PARK ELEMENTARY SCHOOL

4315 UNDERWOOD STREET

7:30 P.M.

      March 9, 2009
        WORK SESSION

MULTIPURPOSE ROOM
1.  CALL TO ORDER: Mayor Tabori at 7:30pm

Present:
Mr. Lucas, Mr. DeSaussure, Ms. Mallino, Ms. McPherson, Ms. Winton, Mr. Dudinsky, Ms. Fischer 

Excused: 
None 

Absent:
None
2.  PLEDGE OF ALLEGIANCE was led by Mr. Lucas

3.  APPROVAL OF THE AGENDA

Ms. Winton recommended stopping the regular business meeting by 8:30pm to leave sufficient time to address item 9D, the pension discussion. Mayor Tabori said that he would move the Mayor’s Report and Chief Wynnyk’s Police Report to the end of the meeting.  

Moved by: Ms. McPherson

Seconded by: Mr. Lucas  

Yea:  7



Nay:   0

Abstain: 0

4.  APPROVAL OF MINUTES:  
February 23, 2009 Meeting

Mr. Lucas said that there was an email sent out that incorrectly stated what Mr. Lucas said in the February 23, 2009 meeting regarding his discussion with State Legislators regarding the funding for the State Pension Plan. The information in the Town Council meeting minutes correctly reflects what Mr. Lucas said.

With the changes requested by Mr. DeSaussure as noted below:

p. 3, 6B, paragraph 1, addition. If Town employees #4, 5, 6, and 7, were to retire over the next five years

p. 3, 6B, paragraph 2, addition. Mayor Tabori said there was no mandatory retirement age. Mr. DeSaussure asked if it was reasonable to assume a retiring police lieutenant would be replaced with a private. Mayor Tabori said yes.  

p. 3, 6B, paragraph 3, addition. Mayor Tabori pointed out that a weakness of 401(k) plans is that employees are constrained to participate in the funds and plan selected by the employer. Mr. DeSaussure pointed out that with the State defined plan employees are at the mercy of professionals at SRPS who lost $20Billion in the past year and a half and cannot choose what they invest their funds in.
Moved by: Ms. Mallino

Seconded by: Ms. Fischer  

Yea:  7



Nay:   0

Abstain: 0

5.  PUBLIC COMMENT

None.

6.  MAYOR’S REPORT/DEPARTMENT REPORTS– Mayor John Rogard Tabori

The Mayor’s Report was deferred to the March 16 Town Council meeting.

A. REPORT ON POLICE DEPARTMENT ACTIVITIES- Chief Wynnyk

Chief Wynnyk’s Report was deferred to the March 16 Town Council meeting.

7.  CONSENT AGENDA

There were none. 

8.   CONTINUING BUSINESS


A.  
LEGISLATIVE RESOLUTION 09-O-01: INCREASE IN VIOLATION FINES Second Reading
Motion: To approve/disapprove Legislative Resolution 09-O-01: to increase violation fines for failure to obey parking, traffic, and speed limits.

Moved by:



Seconded by: 

Yea:  



Nay:   


Abstain: 


UP FOR FINAL APPROVAL MARCH 16, 2009

9. NEW BUSINESS


A. 
WINDING DOWN THE CLOCK

Mayor Tabori explained that about $2200 remains in the fund that would be moved under the Unreserved/Undesignated budget item. The $1,000 would be to pay $750 for outstanding bills to two individuals, plus $250 in reserve. Neither of the outstanding bills are from Northwest Electric.


Motion: To approve the payment of up to $1,000 of expenditures for the town clock. These funds had been previously appropriated in prior years. And further to move any excess appropriations for the clock to Undesignated/Unreserved.

Moved by: Mr. Dudinsky

Seconded by: Ms. Mallino  

Yea:  7



Nay:   0

Abstain: 0


B.     CAFRITZ LETTER

Mayor Tabori explained that the Cafritz property is currently zoned R55, the same as University Park’s zoning. Cafritz has requested a zoning change to allow high-density development. Mayor Tabori is planning to attend a meeting related to the zoning request on Thursday. The letter drafted by the Mayor at the Council’s request is in opposition to granting the zoning change. Ms. Mallino asked that if a Council member sent the Mayor a request to modify the letter as presented, that all other Council members be cc’d on the requested change. 

Town resident Ms. Ann Freeman of Woodberry St. asked if the letter opposed the zoning change. Mayor Tabori said the letter strongly opposed granting the zoning change. 

Town resident Ms. Ann Bowden of Ward 4 asked that the letter be posted to the Town web site. Mayor Tabori said that it would be.  


Motion: To approve the letter in opposition to the Cafritz development rezoning from residential (R-55) to a commercial zone. 

Moved by: Mr. Lucas

Seconded by: Ms. Winton  

Yea:  7



Nay:   0

Abstain: 0


C.      COUNCIL MEETING SCHEDULE UPDATE

Mayor Tabori explained that April 6, originally proposed as the date for a final vote on the pension plan, is a date that University Park Elementary School is closed. Mayor Tabori proposed moving the date up to March 30. Moving the meeting after the April 6 date imposes the risk of missing other key dates and being unable to notify the public timely. 

Mayor Tabori said that at this point in time, as the budget is based on a constant yield which means no increase in taxes, a rate hearing would not be required for the FY2010 Town Budget. Ms. Mallino raised a concern to Mayor Tabori’s statement that the constant yield rate would not change and thus a rate hearing would not be needed. Mayor Tabori said that this procedure [moving the meeting date] did not cancel the [placeholder for the] rate hearing meeting date.  


Motion: To approve the following changes to the council meeting schedule during the period from March 30-April 27, 2009

· March 30- work session/Council Hearing on the FY2010 Budget (replaces April 6 meeting which has been canceled)

· April 20-regular session/Council Discussion and Public Hearing on the FY2010 Budget (replaces April 27 meeting which has been canceled)

Moved by: Ms. Lucas

Seconded by: Mr. Dudinsky  

Yea:  7



Nay:   0

Abstain: 0


D.   COUNCIL DISCUSSION AND PUBLIC HEARING ON PENSION PLAN

Mayor Tabori addressed the Council and the public to lay out the ground rules for the discussion. Mr. Dudinsky asked for a show of hands on how many registered University Park voters were attending the meeting, out of the 29 or 30 people sitting in the multi-purpose room. 

Mr. Rob Stewart of Forest Hill Drive asked Mayor Tabori to state his position on the pension plan. Mayor Tabori said Mr. Stewart had asked him to prepare an econometric model. Based on the information from the econometric model, Mayor Tabori said he would preliminarily support funding the plan at the 65% level. 

Ms. McPherson said that the council has been asked to consider funding the pension plan at the 100% level. Now the Mayor is raising the possibility of funding the pension plan at the 65% level. Mayor Tabori noted that he had said at the last council meeting that he would consider the effects of funding the pension plan at less than the 100% level, and did so over this past weekend. Mayor Tabori reported on his conversation with State legislature members, including Tawanna Gaines, and there is a placeholder on the legislative schedule for University Park until April 1. House bill HB1383 and Senate bill SB962 do not obligate the Town to take any action. 

Ms. Winton asked that the Town FT2010 budget and the pension be separated. She asked if the Council rejected the pension, would the Council also then have to reject the budget. Mayor Tabori said the only connection between the budget and the pension was the $157,000 budget line item. The $157,000 is the first year’s cost of paying into the State plan for the employees’ prior service at the 100% level.  


Each Council member spoke on their views about the pension.

Ms. Winton said she works for an organization that provides a 401(k) with a 2% match. She asked that the Council take extra time and table the discussion on the pension to the next fiscal year. Her view is that we are in very scary and frightening economic times. She raised a philosophical concern about effectively rewarding town employees in a time of stress for residents. She noted that Berwyn Heights entered the State pension plan at the 33% funding level without any problems.  

Mr. Dudinsky said his mind is not completely made up. The Town employees may not have received sufficient investment advice. On the side arguing in favor of doing the plan, there is the lack of disability coverage for Town employees. Mr. Dudinsky said he is searching for a middle ground on this issue. His heart says to vote yes on the plan, and his head says to vote no. His biggest qualm about voting for the plan is that there are assumptions in the models that can’t be validated – there is no guarantee that the highest-tenured employees with the greatest number of service years will choose to leave the payroll. 

Mr. Lucas said he has been a resident of University Park since December 7, 1941. He feels our community if the best place to live and raise a family. From his experiences as a 54-year member of the plumbers and pipefitters union, he firmly believes everyone is entitled to a good pension plan and a good medical plan. He favors voting for the plan at the 100% vesting level. 

Mr. DeSaussure referred to his prepared conclusion, copies of which had been previously distributed to Ward 7 residents and to the public in attendance at the meeting and which are attached as an appendix to these minutes. He stated that the Town has not clearly identified what problem the pension plan would solve. No analysis has been presented to the Council at less than the 100% funding level. Mr. DeSaussure proposed the alternative of possibly offering buyouts to the longest-tenured employees. He expressed concerns over the volatility of the asset base in defined benefit plans, citing the University of Maryland pension fund as an example. 

Ms. McPherson said she had several thoughts on the topic of the pension fund, and would choose to focus on the process that was followed to reach this point. Her view is that the decision-making process has been hasty. The actuarial report arrived late, in December 2008. The Council took up the issue in January 2009. The original analysis and discussion was that the pension plan funding could only be considered at the 100% level, due to the legislative schedule constraints [a legislative act is required for a municipality to enter the plan at less than the 100% funding level for employees’ back service years.] Now a legislative opportunity has come up to consider a lower funding level. Council members have spent the last two months only considering the 100% funding level. At the 100% funding level, Ms. McPherson said she is inclined to vote no, for the reasons stated by other Council members. She stated her view that the decision is too hasty. 

Ms. Mallino said that as she asked her constituents about this topic, as presented in the newsletter, her ward members were not aware of what she was talking about. She stated that she personally favors a defined benefit retirement plan. A TIAA-CREF study done in 2008 said that defined contribution plans [like a 401(k)] encouraged increased contribution as salary increases. The study went on to recommend that for employees with salaries falling below $60,000 the proposed employer match would be 18% to be an equitable plan. Ms. Mallino noted that University Park employees cannot afford to retire until they can receive Social Security. She noted that the disability plan is a true and important benefit to the employees of the Town. Ms. Mallino expressed regrets that additional approaches to cost savings have not had an opportunity to be considered. 

Ms. Fischer said that she feels it is important for the Town to have a plan that benefits employees at a substantial level. At the same time, she feels that the process has been rushed. She is leaning towards not supporting the plan. 

Members of the public in attendance spoke on their views about the pension.

Ms. Ann Bowden, Ward 4, asked for a show of hands among the Council members on who would vote to delay consideration of the pension plan. Ms. Winton and Mr. DeSaussure would vote in favor of delaying consideration; Mr. Dudinsky and Ms. Fischer were not sure of how he would vote; Mr. Lucas would not vote in favor of a delay;  Ms. Mallino said the vote needed to consider the pension plan as a part of the budget as a whole; Ms. McPherson said she was not prepared to vote for the pension plan with the 100% level of funding for the prior service years. 

Mr. Dudinsky observed that the original motion was to consider converting the employees to the State pension plan at the 100% funding level for prior service years. The motion could be amended by action of the Council. 

Mr. Rob Stewart, 7001 Forest Hills Dr., said that he was taken aback, as a member of the Budget Committee, to find that this topic was not extensively considered within the Committee. He feels the dialog around the topic has been incomplete. He asked whether or if the Budget Committee would speak to the Council. Ms. Mallino, the chair of the budget committee, said the Committee has taken the pension question under consideration, but had focused on other aspects of the budget and the budgeting process. 

Ms. Anne O’Connor, Beechwood Road, said the issue seems to be one of respect, not one of money. The statement has been made that taxes will not increase. So this is not an issue about money.  It is not an issue of risk. The plan is backed by the State of Maryland. In her view this is fundamentally an issue of respect. University Park is one of only 10% of the municipalities in Maryland that does not participate in the State plan. 

Mr. Lee McPherson, 44th Ave., asked about a statement made in the budget presentation that taxes would not increase for five years. Could subsequent Councils decide to raise taxes? Mayor Tabori and Mr. Dudinsky said that the short answer was yes, future Councils could increase the budget. Mr. McPherson asked how the nearly $100,000 shortfall in the current budget would be addressed. Mayor Tabori said the budget is planned to balance over a five year period, and the proposed budget does not include any benefits of a younger, less-tenured workforce. 

 Ms Shannon Sanford, Ward 5, raised concerns about the five year period of the planning. If we did not convert the Town employees to the State pension plan, could taxes be reduced? What happens if the State of Maryland can’t remain solvent? Future costs are unknown and uncertain. 

Mr. Brian Bayly, Forest Hill Dr., noted that he was a 55-year resident of University Park. He asked how much money is under consideration, and the process by which the Council came to this point. He expressed his view that the Council should hold off the vote. 

Mr. Harold Freeman, Woodberry St., said that when he was Mayor of University Park he put the 401(k) plan in place. He asked everyone participating in the process to take a deep breath and hold off a vote. He suggested the Council consider an alternative like a buyout. 

Ms. Susan Bayly, 6903 Forest Hill Dr., asked a question about the process of the Town voting on this motion. Her read is that once the Council passes the pension plan it becomes the law, according to the bills before the State House and State Senate. Ms. Bayly and Mayor Tabori discussed this point. Ms. Bayly asked where a referendum would fit into this process. Mr. Dudinsky said the only reason for a referendum would be if a bond were issued to fund the pension conversion. Mayor Tabori added that a referendum comes about either by action of the Council or by a petition from residents according to the Town Charter. 

Mr. Len Carey, 4308 Van Buren St., said a defined benefit plan would be in the long-term interests of the town employees. He also favors a disability plan for the employees. He said he was displeased by the way the Council and town residents have interacted in trying to consider the pension issue. He noted that at the previous Council meeting he attended, Mayor Tabori did mention his effort to get the pension issue on the legislative schedule. 

Mr. Victor Stone, Ward 4, said that what he heard this evening convinces him that the Council is not ready to vote. Any notion expressed regarding driving people out of jobs due to age discrimination is offensive to him. He said it was inconceivable that there is no maximum salary [ceiling] for employees. He asked how existing employees would be brought under the plan. Mr. Stone said that this issue is not an everyday issue and he did not think that the Council was elected to make a $2 million decision. 

Mr. DeSaussure cited legislation that membership in the State pension plan is not optional for employees hired by the municipality once the municipality converts to the plan. 

Ms. Sanford asked if a motion could be made to put this topic under a referendum. Mayor Tabori said that a motion would be out of order tonight. The March 30 Council meeting would be the appropriate time to raise a motion to put this issue to a referendum. Nothing comes into effect until and unless the Town signs the legislative paperwork. New employees must join the plan once the legislation is signed; existing employees are not required to join. 

Ms. Bridget Warren, 4312 Van Buren St., said that she finds herself in agreement with Mr. Dudinsky in her heart. She suggested that the plan is financially doable for the Town. Moving the employees under the State pension plan is the ethical and equitable thing for the Town to choose to do. As a business person, she perceives that now is the time to borrow money as interest rates

are very low. 

Ms. Tracy Toscano, 4310 Clagett-Pineway, said she has lived in University Park for three years and in the local area for much longer. She works extensively with local municipalities in the area. In her view the pay University Park offers employees is not substantial. People choose to be public servants. She is grateful for the services she receives from Town employees and wants to speak up on behalf of the Town’s employees. Within the local area, the best of the best public employees choose to work for other municipalities. 

Ms. Ann Freeman, Woodberry St., asked if this is such a wonderful plan, why does everyone have to be in a rush to vote. 

Mr. Gary Williams, 6803 Pineway, said he was surprised to hear that the Town’s employees don’t have disability coverage. He asked that the Town investigate purchasing the disability plan for the employees. Mayor Tabori said that the Town had solicited disability plan bids to cover 50% of the employee’s salary. The range in prices of the bids received would add 0.5% to 6.5% to the Town’s labor costs. Mr. DeSaussure and Mayor Tabori discussed when disability pay starts, versus the outcome when a person is covered under Social Security disability. 

Mr. Alex Heitkemper, Woodberry St., stressed that University Park has no local business to cover our costs. Everyone in the town is also a state resident, so passing the costs of this plan on to the state has the potential to raise our taxes at the state level. 

Ms. Winton raised the concern that if there are no options on the table other than the 100% funding level for back service years, how would the Council and the town residents discuss other options.

Mr. Jim Hughes, 6909 Pineway, reflected on his experience writing software to calculate pension information. In his view a referendum was not a good idea, due to the complexity of the subject. As our elected officials, Mr. Hughes asked the Council to reflect on the options and he would trust their decision. 

Mr. Shelton Nickens, Ward 4, asked what happens to the two bills before the state legislature. Mayor Tabori said that he would attend the March 12 hearings in Annapolis on these bills. 

Mr. DeSaussure reviewed the letter received from the State pension plan actuaries, Cherion, and stressed that the numbers obtained in the letter were a preliminary evaluation.

10.   ADJOURNMENT at 10:00pm
Submitted by: ______________________






    
    John Rogard Tabori

              Mayor

9D. COUNCIL DISCUSSION AND PUBLIC HEARING ON PENSION PLAN

March 10, 2009

Ed DeSaussure, CM Ward 7, member of the budget committee, Ward7@UPMD.org

Comments on the proposal for UP to back-fund the State Retirement

of UP employees and terminate the existing 401(k) plan 

Definitions:

SRPS – the Maryland State Retirement and Pension System. See:  http://www.sra.state.md.us/index.html.   

100 % back-funding - as used here means that the Town would pay the SRPS fund for 100% recognition of past service for all plan participants. The payment would count toward vesting, eligibility, and credit for all years worked for the Town prior to the adoption of the plan by the Council.  Back-funding would cost the Town approximately $1,730,000 for 100% of our employees’ past service. 

What is the problem we are trying to solve?

The minutes of the January 5th meeting and the newsletter reflect that the Mayor’s two main reasons for dropping the 401(k) and back-funding the SRPS at 100% were:

 1. There would be a defined benefit for the employees instead of the random fluctuations currently experienced; and

 2. If the SRPS is funded at the 100% level, the Town would not have to request a resolution from the MD State Legislature.

It’s also been asserted previously that we need a defined benefit plan in order to be competitive with other towns and get good employees.

At the February 23rd meeting the Mayor asserted that the problems are:

1. That our workforce is old and won’t retire because they can’t afford to on only Social Security plus whatever is in their 401(k).  

2.  If we could just get some of the expensive ones to leave, we could replace them with cheaper workers and thus pay for the retirement of the old workers with saving of employing the new hires.  

From the Mayor’s presentation I gathered that the problem is not that UP can’t get or keep good employees.  It’s that we can’t get rid of the high paid employees that we have.  I noted that even with the proposed SRPS buy-back the Mayor does not assume that our oldest workers (77, 75 and 75) would leave.  His spread sheet shows them staying til 2014, at least.  So I would like a simple delineation of what problems the Town is trying to solve with the proposed “investment” of $1,700,000 of taxpayers’ money, which it would have to borrow.

If the problem facing the taxpayers is that employees will not retire, then that can perhaps solved by instituting a maximum employment age and/or buyouts.  

If the problem is that we hire old employee then we should institute a maximum hiring age for certain jobs like other organizations do.

If the problem is that we pay people too much for what they do then we should institute salary ranges for each job and when an employee reaches the top bracket for that job they get no more raises.

If the problem is that we lack disability insurance then we should look into that recognizing that the Town already pays for and employees are covered by Workman’s Compensation Insurance for on the job injuries and Social Security for disability.  In addition the Town offers for Health Insurance, Life Insurance, Unemployment Insurance, $300 after taxes at Christmas, and a 401(k) contribution of up to 7% of salary.   In FY2009 the Town fringe benefits will add 41% to salary costs, without switching to SRPS.

Let’s find the target and aim before we shoot.

The SRPS

The minutes of the January 5th Council meeting, and the newsletter, quoted a paragraph from the Cheiron letter to the SRPS regarding UP dated December 19th with Preliminary Valuation at the top.  Cheiron was the actuary, hired by the State, with UP money, to evaluate the price of our back-funded entry into the SRPS.  I request that the minutes of the March 9th Council meeting quote the penultimate paragraph from the same letter:

“The actuarial assumptions and applicable benefit provisions are the same as those used for the June 30, 2008 actuarial valuation of the SRPS.  Differences between our projections and the actual amount depend on the extent to which future experience conforms to the assumptions used in this valuation.  Actual amounts will differ from projected amounts to the extent that actual experience deviates from expected experience.  Therefore, actual costs can only be determined at the actual date of entry into the System.”  Underlining added.
Thus the costs for UP to back-fund and continue in the SRPS are unknown and unknowable.  

The SRPS is currently funded at less than 50% of the actuarially required funding.  See their latest annual report at http://www.sra.state.md.us/cafr08.htm for the fiscal year ended June 30, 2008.  The SRPS fund is now estimated to have fallen from $40 billion to less than $22 billion in the last year and a half (see: http://www.sra. state.md.us /investments.htm).  The reason is that this Maryland retirement and pension fund kept and keeps 60% or more of it funds in common stock.  They do this in order to be able to make projections on future returns which make the SRPS seem actuarially solvent.  

The minutes or the Council meeting of January 26th say that Ms. Matesky, representing the SRPS, stated that she would provide the Mayor and Council the financial data for the fund as far back as she has records to substantiate the financial stability and solvency of the fund.  Nothing has been received.

As an example, in Canada, the annual required payments into the Canadian Retirement and Pension Fund were increased by some 70% in 1998 to achieve solvency, for the time being.  They may need further increases in light of current market conditions.  

If the SRPS fund has insufficient funds to pay benefits then the state legislature may approve enough money in the current year budget to payout the benefits.  The Town Attorney, Suellen Fergusson, wrote that “the State’s guaranty promises to include in the budget in each year sufficient funds to pay obligations.  As a result, in each year, the legislature must approve the obligation.”  “I don’t believe that the guaranty is backed by the full faith and credit, as a bond would be.”  Underlining added.
If UP signs up for the SRPS the REQUIRED Employer (Town) Contribution Rate, as a percentage of salary, going forward, is decided by the managers of  SRPS based on the market value of  the Fund’s investments, their projection of future market performance and return, their forecast of future contributions and their actuarial forecast of future benefits to be paid.  Future percentages are unknowable.

For example the Employer Contribution Rate for the Maryland State Police Retirement System, run by SRPS, went from 15.44% in FY2008 to 30.79% in FY 2010.  See:  http://www.sra.state.md.us /employer_info66.htm and http://www.sra.state.md.us/employer_info.htm

Presentation by the Mayor and Dan Baden, Treasurer

The Council voted 4 to 3 on January 5th to consider only 100% back-funding and not to consider lesser percentages.  However the March newsletter correctly reported that at the January 5th Council meeting the Mayor committed to present the budget implications of 0%, 33%, and 50% back funding at the next meeting.  But no such analysis was received at either the January 26th, or February 2nd or the February 23rd meetings.  The March newsletter also reported that at the January 26th Council meeting it was agreed that both optimistic and pessimistic implications of the pension proposal should be discussed thoroughly.  On February 23rd the Mayor made a presentation to the Council in which his fourth “Assumption” was to “Fund the Maryland State Pension at 100% Level.”  I did not feel that his presentation was in keeping with the Council’s expectation that both sides of the issues would be presented.  It seemed like a sales pitch to me.  No analysis of less than 100% has been submitted.

It was disingenuous on February 23rd to have Dan Baden provide his analysis and hearty endorsement of 100% back-funding of the Maryland State Retirement and Pension System (SRPS) without noting that he would greatly benefit personally from such an adoption. 

It was patently absurd to assert that if a police lieutenant retires he could be replaced with a private.  The Town would have to hire or promote someone with the knowledge and supervisory experience to do lieutenant’s work at similar pay and benefits.

Each town employee’s salary by name and annual amount is public record.  The Mayor presented in Part 3 of his presentation a table of unnamed, but numbered, employees ranked by age showing their Potential Patterns of Retirement.  In the next table, Potential Savings, he showed the four employees he thought might retire using a different numbering system.  I request that the Mayor provide the Town, on the website, an Excel spreadsheet of salaries of employees with names, their age and date of employment.  This would allow transparency and analysis by people other than the Mayor and Dan.

Assumptions in a plan are reserved for those things out of the planner’s control.  For example one could assume, for purposes of a plan, that the Consumer Price Index would be 2% for the next five years.   It is silly to “assume” that which is within one’s control.  It was misleading to say, as an “Assumption” of the Mayor’s plan that the budget would be balanced for the next five years and then show a large deficit in the fifth year.  UP can make sure that the budget is balanced by raising taxes or cutting spending.  He should have told us which he proposed to make his “assumption” come true.

Pending State legislation for UP’s pension plan

As reported above on January 5th the Council voted not to consider any less than 100% back-funding of the SRPS.  On Friday March 6, 2009 I received in my agenda package for the Council meeting on Monday March 9, 2009 the full text of two pieces of pending State legislation providing for University Park's participation in the State Retirement and Pension System (SRPS) at the 90% back-funded level.  These bills provide for less than 100% back-funding.  

Maryland Senate Bill 962:  http://mlis.state.md.us/2009rs/billfile/sb0962.htm
was first read in the State Senate on February 20, 2009.  Yesterday it was referred to Budget and Taxation Committee for a hearing to be held at 9 am on March 12, 2009.

Maryland House Bill 1383:  http://mlis.state.md.us/2009rs/billfile/HB1383.htm
was first read in the House of Delegates on February 23, 2009.  On March 2, 2009 it was referred to the Appropriation Committee and a hearing is scheduled for 1:30 pm on March 12, 2009.

The introduction of both of these bills in the legislature took place prior to our last Council meeting on February 23, 2009.  These Senators and Delegates didn't just dream this up on their own.  It's clear that the Mayor and/or Council members have decided to circumvent the Council and try to see to it that this program is rammed down the throats of the University Park taxpayers by trying to make its seem to them and the employees like it is a done deal.  What other conclusion could a rational person reach?

I would like to know: 
Who asked for these bills and when?
Why was there no consultation with the Council or town?
Why weren't the Council members notified of the request for these bills?
Why weren't the Council members notified of the reading of these bills in the State legislature at the last meeting February 23rd?
Why weren't the Council members and taxpayers notified of this pending legislation and hearings?
Why are these bills not mentioned on the Town website?

Town 401(k)

I asked the Mayor, in an email, the following on March 2:

“As you know our 401(k) provides for a graduated vesting schedule leading to full vesting after an employee has been with the town six years.  If we terminated the 401(k) would you suggest: 
1. Give the non-vested portion to the employee as an additional bonus from the taxpayers.
or
2.  Recapture from the employee's 401(k) accounts the non-vested portion of the town's contributions for the town treasury.

Please let me know your suggestion and the estimated aggregate amount as of July 1, 2009 of the bonus/recapture before the next weekend so that I can put it into my analysis.”   I’ve received no answer except he reported that the total non-vested by present employees is some $2500.  There is also some $18,000 or so someplace either at the 401(k) custodian or at UP of money forfeited by employees who left UP employment unvested in the plan.  It’s unclear at this point where the money is.

401(k) vs. SRPS

With a 401(k) the Town’s contribution is decided by the Common Council and can be changed at will. The future costs of the SRPS program (http://www.sra.state. md.us/index.html ) (the percentage to be deducted from the employees pay and the Town’s contribution) is unknowable and would be out of the hands of the Council, the employees and the taxpayers of the town.

With a 401(k) the employee’s contribution remains the employee’s property.  The Town’s contribution and matching funds also become the employee’s property.   Each employee gets to decide what to invest in.  Earnings on the 401(k) are tax sheltered and compound tax free.  If an employee dies during or after employment the heirs get all the money accumulated in the 401(k) account.

A 401(k) plan, because it belongs to the employee, is completely portable and to the extent that it is vested, can be rolled into another 401(k) or an IRA if the employee le

aves UP employment and finds another job.  

The heirs of a single employee in SRPS who dies get one year’s salary plus what the individual contributed to the fund. plus 5% compounded.  Unlike a 401(k) the heirs would not get the money that the Town contributed to the fund.  For an older such employee with many years of service the taxpayers of UP may have paid several hundred thousand dollars to back-fund the employee’s retirement.

Conclusion

The fact is that Town has yet to answer the fundamental question of what problem we are trying to solve.  It has not presented a coherent plan to solve the problem.

Back-funding SRPS at 100% credit for past service would provide employees who signed up and in part paid for one retirement system another, additional retirement plan fully paid by the taxpayers.  Several employees could retire soon on both plans plus Social Security, half paid by the Town.  There is no question that this would be a great deal for the existing employees.  The question is: is it overly generous, retroactively, for the taxpayers to be funding a second or third retirement plan necessitating the borrowing of $1,730,000 when the world is in the throes of an economic calamity?  

No analysis has been presented to justify back-funding at less than 100%.  
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