Board of Selectmen
December 5, 2016

THESE MINUTES ARE SUBJECT TO APPROVAL BY BOARD OF SELECTMEN

The Board of Selectmen held a regular meeting Monday, December 5, 2016 in the Council Chamber of the Newtown
Municipal Center, 3 Primrose Street. First Selectman Llodra called the meeting to order at 7:30pm.

PRESENT: First Selectman Llodra, Selectman William F.L. Rodgers, Selectman Herbert C. Rosenthal.

ALSO PRESENT: Finance Director Robert Tait, Director of Public Works Fred Hurley, Town Atty, David Grogins
(8:20pm), one member of the public and two members of the press.

ACCEPTANCE OF MINUTES: _Selectman Rodgers moved to accept the minutes of the regular meeting of
11/7/16. Selectman Rosenthal seconded. All in favor.

COMMUNICATIONS: First Selectman Llodra presented a copy of the license agreement for the building
previously used by H&L fire department, which incorporated the changes discussed at the last meeting. Mr. Tait
discussed the policy and procedures for employee travel saying it is regularly updated; the policy is handled by the
finance department. First Selectman Llodra spoke about the age friendly community saying the discussion should
continue and Mr. Bocuzzi will be invited back to discuss next steps with the board. A letter of praise for building
inspector George French was shared with the board.

FINANCE DIRECTORS REPORT: Mr. Tait shared the year to date budget (41.). There are eleven new
employees who are in the defined contribution plan. Even though the town has contributed to the new Hook &
Ladder building it is not a town owned building.

ADD TO AGENDA: Selectman Rodgers moved to add an executive session to the agenda to receive and discuss
confidential communication from Aity. Grogins. Selectman Rosenthal seconded. All in favor.

NEW BUSINESS:

Discussion and possible action

1. Road/Bridge Project Update: Toddy Hill, Walnut Tree Hill, Commerce/Edmond and Rt 302: Mr.
Hurley was present to discuss the road/bridge projects as outlined in attached document (ast.). Relative to
the Walnut Tree Hill Bridge, Eversource couldn’t move the poles due to budget constraints. The town will
front the cost for moving the poles and get the money back later on as part of the reimbursement. The
project may begin as soon as January 2017. There will be no re-design of exit 10: there will be no need to
move the sewer line in the alignment of Commerce Road and Edmond Road. Anything listed on the
Roadwork Schedule as ‘carried forward” will be completed during the next budget FY 2017-2018. The
Lakeview easement will allow the town to work on the worst section of the road.

2. Transfer: Selectman Rodgers moved the transfer of $35.298 from Contingency to Unemployment
Compensations ($15,000), Insurance other than Employee Benefits ($20.000 & $298) (a#2). Selectman
Rosenthal seconded. All in favor.

3. Transfer: Selectman Rodgers moved the transfer of $26,000 from Contingency to DPW Capital {a#t,).
Selectman Rosenthal seconded. All in favor.

4. State of CT Dept. of Emergency Services and Public Protection, Division of Emergency Management
and Homeland Security Resolution: Selectman Rosenthal moved to reselve that the Board of Selectman
may enter into with and deliver to the State of Connecticut Department of Emergency Services and Public
Protection, Division of Emergency Management and Homeland Security any and all documents which it
deems to be necessary or appropriate; and further resolve that E. Patricia Llodra, as First Selectman of the
Town of Newtown, is authorized and directed to execute and deliver any and all documents on behalf of
the Board of Selectmen and to do and perform all acts and things which she deems to be necessary or
appropriate to carry out the terms of such documents, including, but not limited to, executing and delivering
all apreements and documents contemplated by such documents. (a#t.).
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5. Review of Pension actuarial report for 2017-2018: Mr. Tait gave an overview of the pension actuarial
report (ait.} and spoke of recent action by the Pension board. Ms. Whalen of the Pension board was present
and was in agreement with Mr. Tait’s reporting, saying the board looked at everything as the change to
Wells Fargo took place, looking at assets, how to position ourselves and how that translates in terms of the
plans. Ms. Whalen believes the town is at a best practice position. Selectmen Rodgers moved that in
accordance with the Pension Committee recommendations the Town begin using the reduced interest rate
assumption from 7.5% to 7.0% and begin using the Entry Age Normal cost method phasing it in over a
three year period. Selectman Rosenthal seconded. All in favor.

6. Meeting Calendar: Selectman Rodgers moved to accept the 2017 meeting calendar, noting the change of
one meeting date: June 19 TO June 20, leaving it to the discretion of the First Selectman to pick another

summer date should no room be available on June 20. (ait.). Selectman Rosenthal seconded. All in favor.
7. Appointments/Reappointments/vacancies/openings: Selectman Rosenthal moved the appointment of
Grant Ossendryver (U) to the Cultural Arts Commission to fill a vacancy to expire on 01/06/19. Selectman

Rodgers seconded. All in favor. Selectman Rodgers moved re-appointments to Sustainable Energy,
Commission on Aging, Conservation, Inland Wetlands, Pension and the American Disability Act

Coordinator as noted on the list of appointments/reappointments dated Dec. 5. 2016 (att). Selectman
Rosenthal seconded. All in favor.

8. Driveway Bond Release/Extension: Selectman Rodgers moved the release of two driveway bonds,
$1.000 each, to KASL, LLC: 51 Robin Hill Road, Lot 20, M14, B2. .14 and 49 Robin Hill Road, Lot 21,
M14, B2, L15. Selectman Rosenthal seconded. All in favor,

9. Tax Refunds: Selectman Rosenthal moved the November tax refunds no. 6, 2016/17 in the amount of
$7361.36 and December tax refund no. 7, 2016/17 in the amount of $5.298.62 and December tax refund
no. 7a, 2016/17 in the amount of $41.16. Selectman Rodgers seconded. All in favor.

VOTER COMMENTS: none.
ANNOUCEMENTS: none

EXECUTIVE SESSION: Selectman Rosenthal moved to enter executive session to receive and discuss
confidential communication from Atty. Grogins and invited Atty. David Grogins to attend. Selectman Rodgers
seconded. Allin favor. Executive session was entered into at 8:40pm and returned to regular session at 9:10pm
with no action

ADJOURNMENT: Having no further business the Board of Selectmen adjourned their regular meeting at 9:10pm.
Respectfully submitted,
Susan Marcinek, Clerk

Attachments: YTD budget; Dec. 5, 2016 Bridge, Road and Project Report; (2) transfers, resolution; TON Pension Plan

Interest Rate and Actuarial Funding Method Study & spreadsheet; TON Pension Plans — Recommendations for 2017-18 Fiscal
Year; 2017 BOS meeting dates; appointments/reappointments
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"4 TURKEY HILL ROAD FREDERICK W, HURLEY, IR
NEWTOWN, CONNECTICUT 06470 PUBLIC WORKS DIRECTOR

FAX (203) 426-9968 (203) 270-4300

TOWN OF NEWTOWN

PUBLIC WORKS DEPARTMEN

December 5, 2016, Bridge, Road and Project Report
Bridges:

Walnut Tree Hill Bridge: The project was formally bid and the low bidder was Nagy Brothers of Monroe. The
Federal and State partners are completing their administrative reviews and formal award to the contractor.
Operationally, there is a delay based on the need to move utility poles before actual construction can begin.
Frontier has indicated that they will not have internal funding and authorization to proceed with the move until
late spring. The Town is exploring acceleration of that timetable by carrying the charges for moving the poles
with reimbursement by the project later on.

Toddy Hill Bridge: The Right of Way taking by the Town has been formalized and agreed to by the property
owners with payment to follow. The State has some design changes it wants to discuss with the Town to
facilitate the follow up projects for the new entrance to I-84. These changes will affect the Town Toddy Hill
Bridge Project by requiring a raising of the overall bridge to meet the new elevations of a widened Route 34. The
widening of Route 34 is in anticipation of the new lanes created for the new approach ramp to 1-84. Our bridge
project should be advertised in 2017 and completed no later than 2018. There will be no disruption of traffic as
the new bridge will be constructed parallel to the existing structure. The State projects will stretch into 2019-
2020.

Improvement Projects:

Route 302 Culvert: This project is adjacent to Ram’s Pasture and the Police Station and is a State Project. It is
going through real estate and easement acquisition. It should be advertised in 2017 and in construction by 2018.

Edmond Road / Commerce Road / Church Hill Road Improvement Project: This Federal, State and Local
mmprovement project is scheduled for advertising in the fall of 2017. Currently right of way and design issues are
being resolved.

Pecks Land / Route 25 Road Improvements: This State project is currently in the real estate acquisition stage and
1s scheduled for advertising in the fall 0f2017.

Roads:

In addition to the attached, we are finishing up as much patch paving as possible with asphalt plant closure at the
end of the week. One notable repair/maintenance project which we are in the middle of is the attacking of some
delamination on Riverside in an area paved 7 years ago before we starting the current asphalt mix. If this effort
proves successful it will give us a method to correct failures on other roads with the older asphalt mix. We are
milling the affected areas, coating the cut and the edges with tack and then performing regular overlay.



2016-2017 ROADWORK SCHEDULE

AS OF 12/5/2016

Contractual Drainage Budget Start Finish
Alpine 30,000 D-P-C-L Complete
Mile Hill South 165,000 D-P-C-L Complete
Orchard Hill Road 60,000 D-P-C-L 12/5/2016 12/9/2016
Overlays:

Cadey Lane 28,000 D-P-C-L Complete
Crestwood Drive 17,000 P-C-L Carried Forward
Ethan Allen 8ridge Deck 80,000 P Complete
Oakview Road 17,000 P-C-L Carried Forward
Route 34 28,000 N/A Complete
Washington Avenue 80,000 P-C-L Carried Forward
Road Improvements - Public:

Birch Hill Road 120,000 D-P-C-L Complete
Bonnie Brae 235,000 D-P-C-L Complete
Brassie Road 40,000 D-P-C-L Complete
Brushy Hill Road 200,000 D-P-C-L Complete
Cannon Drive 60,000 D-P-C-L Complete
Dinglebrook Road 40,000 D-C-L Spring
Edgewood/Woodbine 50,000 P-C-L Complete
Glover Avenue 48,000 P-C-L Complete
Hanover Road 125,000 P-C-L Complete
Hundred Acres 80,000 D Complete
Johnny Appleseed 180,000 D-P-C-L Complete
Keating Farm Road 100,000 P-C-L Spring
Monitor Hill 60,000 P-C-L Carried Forward
Morgan Drive 50,000 D-P-C-L Complete
Mt. Nebo Road 100,000 D Complete
New Lebbon 100,000 D-P-C-L Complete
Newberry Road 165,000 D-p-C-L Complete
Park Lane 60,000 P-C-L. Spring
Pheasant Ridge 85,000 D-P-C-L Complete
Phyllis Lane 100,000 D Complete
Pond Brook/Obtuse 100,000 S-G-D-P Complete
Riverside Road 100,000 P-C-L Complete
School House Hill 100,000 D-P-C-L Complete
Sugar Hili Lane 70,000 D-P-C-L Complete
Swamp Road 135,000 P-C-L Complete
The Boulevard 82,000 P-C-L Complete
Whippoorwill Hitl 40,000 D Complete
Road Improvements - Private: |
Lakeview Terrace 100,000 E Pending Easements
Edge Lake Design 25,000 E Complete
C-CURBING P-PAVING F-FINAL PAVING

L-LANDSCAPING B-BINDER E-ENGINEERING

G-GUIDERAIL D-DRAINAGE S-STREAM BANK STABILIZATION

Public Works/Budget/2016-2017 Expenditures/roadwork schedule




TOWN OF NEWTOWN
APPROPRIATION (BUDGET) TRANSFER REQUEST

Ly

FISCAL YEAR DATE
Account
. USE NEGATIVE
FROM: AMOUNT
A
USE POSIFIVE
TO: AMOUNT
k4
REASON: | would like to request $26,000 from the contingency account to replace the 2003 Chevy S-10 pickup
truck assigned to the Health District. The truck suffers from a broken frame, for safety reasons it
needs to be removed from the car pool fleet. This vehicle was not planned for replacement this year.
The Health District credits back an annual vehicle lease amount in their budget request to Newtown
for this vehicle.
Tim Whelan Fleet Forman, Public Works
AUTHORIZATION: date:
Yy gwa 2. (13016
(A5 DEPARTMENT HEAD - /
W ot——74) /
FINANGE DIRECTOR i o\ 4/”1_5 5o /ﬁ
SELECTMAN
{@)}BOARD OF SELECTMEN ,2/ 5/ d
r i
{5)}BOARD QF FINANCE
{EJLEGISLATIVE COUNCIL
AUTHORIZATION SIGN OFF
FIRST 335 DAYS >>>>WITH IN A DEPT.>>>>LESS THAN $50,000>>>> (1), (2) & (3) SIGNS OFF; MORE THAN $50,0005>>> (1), (2), (3) & (5)
>>>>0ONE DEPT TO ANOTHER>>>>LESS THAN $200, 000>>>>ALL EXCEPT (6) MORE THAN $200, UGO>>>>ALL SIGN OFF
AFTER 335 DAYS >>>>(1), (2}, (3). (5) & (6) E




TOWN OF NEWTOWN
APPROPRIATION (BUDGET) TRANSFER REQUEST

FISCAL YEAR DATE
Amount
. }. USENE
FROM: GENCY O CuTIVE
TO: LOYMENT COMPENSATION
XANCE, OTHER THAN EMPLOYEE BENE O e
ANCE, OTHER THAN EMPLOYEE BENE
REASON:
Unemployment compensation has increased due to SSO claims in the summer. Will have to increase
budget amount from $10,000 to $35,000 in future budgets.
Insurance increase due to underestimating increase in budget season. Increase was after budget
adoption.
Labor Day Parade insurance was $298 over estimated $1,000
AUTHORIZATION: date:

(d) DEPARTMENT HEAD M /A

g%§F1NANCE DIRECTOR G/ J/(/dL ; f)vé (,5/4‘ ‘G

[B)seLecTMAN . f ﬁuu .O.
Py |

>>>>ALL EXCEPT (6); MORE THAI
NTINGE




RESOLVED, that the Board of Selectmen may enter into with and deliver to the State of
Connecticut Department of Emergency Services and Public Protection, Division of Emergency
Management and Homeland Security any and all documents which it deems to be necessary or

appropriate; and

FURTHER RESOLVED, that E. Patricia Llodra, as First Selectman of the Town of Newtown,
is authorized and directed to execute and deliver any and all documents on behalf of the Board
of Selectmen and to do and perform all acts and things which he/she deems to be necessary or
appropriate to carry out the terms of such documents, including, but not limited to, executing

and delivering all agreements and documents contemplated by such documents.



Town of Newtown Pension Plan

interest Rate and Actuarial Funding Method Study

{November, 2016}

After discussions with members of the pension board, as well a review of current practices and
methods, we have prepared various calculations for discussion. The goal is to potentially
modify the actuarial calculations in such a way that will lead to a better funded plan—and one
that attempts to fairly allocate the costs of providing the promised pensions to today’'s
taxpayers as well as tomorrow’s,

Because of the technical nature of the items studied, our results will be presented mainly ina
guestion and answer format, with as little technical jargon as possible. Attached to the study
are displays of the results, including some background data that we feel is important to go over
if the fullimpact of our recommendations are to be understood.

Why are we considering changing the current methods and assumptions?

Let's start with the interest rate assumption, which is 7.5%. In today's markets, this rate is seen
as being too high, or at least too optimistic. The historical returns for this trust fund have not
lived up to that mark — the net annualized yield over the last 10 years is 3.86%

The lower the interest rate assumption, the higher the current cost is to the Town to pay for the
plan’s benefits. The ultimate cost to the plan doesn’t change much because of the interest rate
assumption, other than the timing of the contributions and the opportunity ta earn more or
less earnings in the fund depending on the size of the deposits.

If the plan continually has actuarial losses because it is assuming too high a return, effectively
what you are doing is pushing the funding of today’s benefits onto a later generation. We are
trying to realistically cost out this plan to avoid that result,

An argument could be made to reduce the interest rate much lower than 7.0% - perhaps 4%
since that's what the fund earned, perhaps even less because that's the “risk free” return rate
available.

We have chosen 7% to study and recommend because we feel it is attainable over the long
term - and the plan is certainly a long term obligation even though it is currently closed (or
being closed) to new members. Some currently active members could still be collecting
benefits 70 years from now.

We have also chosen 7% because it puts Newtown in a range that your auditors, and the
financial statement reading segment of the public, can be comfortable with. Part of the reason
this is true is that a 7% assumption puts you in line with most municipal plans of your size.
There are some larger plans that are still using rates even higher than 7.5%, but they are also
coming under attack from the public for unrealistically low-balling their liabilities.



TOWN of NEWTOWN — Interest Rate and Actuarial Funding Method Study page 2

Regarding the funding method, we have used the Projected Unit Credit (PUC) method for more
than 20 years, however based on changes in GASB and recommendations from actuarial
governing bodies {such as the Conference of Consulting Actuaries (CCA)}, the PUC method is
considered barely “acceptable”, while the method we want to change to, the Entry Age Normal
(EAN) method is considered a “best practice”.

Add to that the GASB disclosure standards, that require the EAN normal costs and liabilities be
used for consistent financial reporting, and it seems like a reasonable and necessary change.

What's the difference between these two funding methods?

The Projected Unit Credit (PUC) method tries to measure what portion of the ultimate pension
benefit is being accrued each year, and assigns a cost to it called the normal cost. The portion
accrued in prior years is called the accrued liability.

The Entry Age Normal (EAN) method also looks at the ultimate pension benefit, but apportions
the cost on a level percentage of pay basis, rather than a discounted level dollar basis.

The end result of all that technical talk is that the PUC produces lower normal costs and
liabilities in the early years of a participant’s career than the EAN does, and conversely
backloads more of the costs into the later years.

Because Newtown'’s plans are mature with older active members on average, the EAN accrued
liabilities are a lot higher than the PUC liabilities, while the normal costs right now are about the
same. Inafew years the PUC normal costs will probably be much higher than the EAN.

The Entry Age Normal method is seen as a more conservative approach to pension funding,
although in the end we wind up in the same place. Again, if there are higher contributions
sooner, not only will later contributions naturally be lower, but it also gives the trust assets a
chance to earn more income to help fund the plan.

What are the effects of these proposed changes?

The Town is already looking at a pretty steep increase in the recommended contribution for
2017-18 based on the current methods and assumptions — almost a $200,000 increase due
mainly to trust asset losses and salary increases.

Taken all at once, the change to 7.0% would add $416,668 to the recommendation. The CCA
best practices allows for a transition period such that only a portion of the increase would be
considered “required” in the first year, with a three year phase in.

If this policy was followed, for 2017-18 an additional $138,889 could be added to the valuation
contribution. It would be understood that the “add on” amount would double in 2018-19, and
for 2019-20 the full impact of the change would be felt.



TOWN of NEWTOWN — Interest Rate and Actuarial Funding Method Study page 3

Also adding a change in funding method would increase the recommendation another
$147,691 on a one year basis, or $49,230 if phased in over three years.

While this portion of the change is up for discussion, we would recommend making both
changes now so that the amortization of unfunded liabilities under the EAN method can hegin
sooner rather than later.

We are also assuming that the Town would prefer to take adva ntage of the three year phase in,
so we would be negligent if we didn't mention that the “waived” contributions are really just
deferred; in the end they will be paid to the fund, with interest.

Each year we calculate the progress of paying down the amortization bases for unfunded
accrued liability. By deferring some of the increases, the plan will be in a negative amortization
situation for a couple of years.

What other impacts of making these changes should we think about?

Our additional data page shows some of the nuts and bolts behind the calculations. It is
probably helpful, if sobering, to consider the unfunded liabilities the plan is currently facing.

Because the plan is relatively well funded on the current basis, changes that increase the
liabilities by 13% will increase the unfunded liability by more than 100%.

These liabilities must be paid for over time, and we are working to keep that time ata
reasonable level. Under the PUC method the initial liabilities are being amortized over 15
years. We anticipate future gains and losses will be amortized over 10 years,

Similarly, with the EAN method we anticipate a 20 year amortization of the initial liability at the
time of a change in method, with the same 10 year amortization for future gains and losses,

Our additional data sheet shows the funded level on a market value basis; both currently and
under the proposed changes. Generally, the funded percentages decrease by about 4% for the
change in interest rates, and another 5% for going to EAN liability {remember that EAN must be
used for the Town's financial disclosures). The 67.6% funded level on a market value and EAN
basis tells us that there is a lot of funding work to do.

As the plan’s actuary, what do you recommend that we do?

Because of the trust asset losses, and other increases in liabilities above our expected levels, we
would love to see Newtown commit to a significant additional amount of funding to the plan.

Realistically, we know that getting the plan back up to more comfortable funding levels will
require several years no matter what; we would like to see that journey begin sooner rather
than later.

Our recommendation is that you take this study very seriously and hopefully agree to change
both the interest rate and funding method as indicated, with a three year phase in if necessary.



ACTUARIAL CERTIFICATION

This study has been prepared in accordance with generally accepted actuarial
standards and procedures and conforms to the Guidelines for Professional
Conduct of the American Academy of Actuaries.

It was prepared using the July 1, 2016 valuation data as provided by the Plan
Administrator, Plan Trustee, and various financial institutions. Al information
submitted to us has been reviewed for reasonableness and consistency, but has
otherwise been accepted and relied upon without audit. The plan provisions and
other matertal assumptions are disclosed In report in thelr respective sections.

Projected mortality improvements have been recognized through the use of SOA
tables RP-2014 with projection scale MP-2015.

To the best of our knowledge, the information supplied in this report is complete
and accurate.

Future actuarial measurements may differ significantly from the current
measurement presented in this report due to such factors as the following: plan
experience differing from that anticipated; changes in economic or demographic
assumptions; increases or decreases expected as part of the natural operation of
the methodology used for these measurements (such as the end of an
amortization period or additional cost or contribution reguirements based on the
plan’s funded status); and changes in plan provisions or applicable law.

I, David G. Leonard, A.S.A., E.A., am a member of the Society of Actuaries and meet the
Qualification Standards of the American Academy of Actuaries to render the actuarial
opinion contained here

/1 /u/lé

David G, Leonard, AS.A.
Enrollment #14-03604

- e
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E. Patricia Llodra
First Selectman

Newtown Municipal Center

3 Primrose Street

Newtown, Connecticut 06470
Tel. (203) 270-4201

Fax (203) 270-4205
first.selectman@newtown-ct.gov

www.newtown-ct.gov TOWN OF NEWTOWN
OFFICE OF THE FIRST SELECTMAN

2017 Meeting Schedule

The Newtown Board of Selectman will hold meetings at 7:30 pm in the Council Chamber
at the Newtown Municipal Center, 3 Primrose Street, Newtown, CT as follows:

Tuesday January 3 —at the Senior Center
Tuesday January 17 - budget
Monday January 23 — budget
Monday January 30 - budget
Monday February 6 - budget
Tuesday February 21
Monday March 6

Monday March 20

Monday April 3

Monday April 17

Monday May 1

Monday May 15

Monday June 5

Tuesday June 20 (location TBD)
Monday July 3

Monday August 21

Tuesday September 5
Monday September 18
Monday October 2

Monday October 16
Monday November 6
Monday November 20
Monday December 4
Monday December 18
Tuesday January 2, 2018

Tuesday January 16, 2018



BOARD OF SELECTMEN - December 5, 2016

APPOINTMENTS
Cultural Arts Commission
(U) Grant Ossendryver, 6 Blue Spruce Drive  filling a vacancy to expire 01/06/19

RE-APPOINTMENTS
Sustainable Energy

(U) David Stout, 9 Grand Place 01/06/17 - 01/06/20
(D) Barbara Toomey, 7 Skytop Drive, SH 01/06/17 - 01/06/20
Commission on Aging

(D) Anne Rothstein, P.O. Box 3007 01/06/17 — 01/06/20
(D) Lisa Krauss, alt., 9A Grays Plain Rd. 01/06/17 — 01/06/19
Conservation

(D) James Ryan, 23 Huntingtown Rd. 12/31/16 -12/31/20

Inland Wetlands

(U) Craig Ferris, 3 Orange Pippin Rd., SH 01/06/17 — 01/06/21
(R) Suzanne Guidera, 24 Bradley Lane, SH 01/06/17 — 01/06/21
Pension

Paula Wickman, Police Rep. 01/06/17 — 01/06/19

Americans Disability Act Coordinator
John Poell 01/06/17 — 01/07/20



