PENSION AND EMPLOYEE BENEFITS COMMISSION”
Regular Meeting Minutes
November 15, 2016

Present: Alan Goldbecker — Chair, Adam Dunsby, First Selectman, A. Reynolds, John Smith, John Harrington,
Marvin Gelfand.

Alan Goldbecker called the meeting to order at 8:35 a.m.

1. Renn Gordon moved and John Smith seconded a motion to accept the meeting minutes of October 18,
2016 as presented. Motion passed.

2. David Leonard, T.R. Paul, Inc. presented the Town of Easton Retirement Plan Actuarial Report dated July 1,
2015. Report is attached to these minutes.

3. Pension wages were discussed however no action was taken.

4. It was decided that due to uncertainties in the market, any action on the investment portfolio is deferred until
the December 13, 2016 meeting.

5. The 2017 Regular Meeting dates were approved.

6. No new business.

7. Marvin Gelfand moved and John Smith seconded a motion to adjoumn at 9:27 a.m. Motion passed.

The next meeting for the Commission is December 13, 2016.

Accepted by A. Goldbecker, Chair of the Pension and Employee Benefits Commission

JH11.17.16
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TOWN OF EASTON
PENSION AND EMPLOYEE BENEFITS COMMISSION
SCHEDULE OF REGULAR MEETING DATES

2017

ALL REGULAR MEETINGS WILL BE HELD ON THE FOLLOWING TUESDAYS AT 8:30 A.M.
IN THE TOWN HALL CONFERENCE ROOM “A”

FEBRUARY 14
APRIL 18
JUNE 13

AUGUST 8
OCTOBER 17
NOVEMBER 14

DECEMBER 12
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Town of Easton Retirement Plan
ACTUARIAL CERTIFICATION

This July 1, 2016 Annual Valuation Report 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.

The valuation is based on employee and plan financial data which were provided by
the Plan Administrator, Plan Trustee, and various financial institutions. All
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 material assumptions are disclosed in report in their respective sections.

The actuary has recognized future anticipated trends in mortality improvement by
utilizing the RP-2014 Mortality Table, adjusted generationally by Scale MP-2015
for all future years.

Other Actuarial Communications that are covered under the umbrella of the Annual
Valuation process include disclosures under various GASB statements, including
GAS-5, GAS-27 and GAS-67 & 68.

To the best of our knowledge, the information supplied in these reports 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 requirements 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

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

i

Date
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TOWN OF EASTON RETIREMENT PLAN

I. GENERAL COMMENTS

This year's valuation was run on a group of 82 active and 93 inactive members. The continued
decline in active members reflects the freeze in new membership for all departments in the plan,
including the Board of Education Even with the 12% decline in active members, however, the
total salary base decreased by only 4.2%.

For the 2015-16 plan year, the trust assets lost 2.6% (measured by the GASB weighted method).
Using the smoothed actuarial valuation assets, there were positive earnings of 3.6%, however
this return produced actuarial losses of $623,285 against the assumed rate of 7%. This added
more than $70,000 to the recommended contribution, which is more than the total increase for
the year.

The table below lists the current year's recommended maximum budget request, the results of the
July 1, 2016 valuation, and the recommended minimum and maximum budget requests for fiscal
year 2017-18.

Maximum Recommended
2016-17 -July 1, 2016 Valuation- 2017-18 Budget
Employee Group Recom. Minimum Maximum Minimum  Maximum
Highway Union $ 0 $ 0 3 0 $ 0 $ 0
Selectmen 284,000 249,436 289,391 262,500 304,600
Board of Education 208,000 222,483 240,829 234,200 253,500
Plan Totals $ 492,000 $471,718 $ 530,219 $ 496,700 $ 558,100

(Actual in budget - $492,000)

The actual contribution in the 2016-17 budget is $492,000, which is within the minimum and
maximum range produced by the 2016 valuation. Our recommendation for 2017-18 includes an
increase in the maximum and minimum due to the actuarial factors discussed above and below.
If the Town were to choose to fund at the minimum recommended level for the June 30, 2018
fiscal year, it would represent only a $4,700 increase from the 2016-17 contribution.

The normal cost for the year, which approximates this year’s portion of the pension liability,
decreased by $21,000 to about $434,000. The amount of amortization due to past actuarial
losses increased, from $120,000 last year to $197,600 this year. The normal cost decrease
reflects the steady reduction in the active member population, while the increase in amortization
helps the plan try to make up for actuarial losses that occur from experience that is not in line
with our assumptions, such as lower trust earnings and higher salary increases.

As mentioned above, the increase in our recommendations is a lesser amount than the impact
caused by the trust asset losses. (i.e. - the recommendation increased $66,000 while the trust
asset losses increased the contribution by $70,172). This tells us that other actuarial factors
combined to actually lower the total deposit requirement, however there are various factors that
deserve review — especially in light of the large decrease in active membership.
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TOWN OF EASTON RETIREMENT PLAN

I. GENERAL COMMENTS
(continued)

One of the more prominent experience factors was the increase in salaries, including increases
from a change in reporting methods. It was discovered that the compensation used for valuation
purposes did not include certain tax deferred payroll deductions that should be in the pension
calculations. When incorporating the correct salaries into the data base, we estimate that the
Highway and Selectmen’s departments annual contribution increased about $14,000 and $20,000
respectively.

We will also be reviewing several retirement calculations which were prepared during the period
in which compensation was under reported, and adjusting the benefits as necessary for the
retirees. This will include potential retroactive payments, however the number of affected
retirees should be fairly small. The period of retroactive adjustments could be up to ten years for
some participants. We will report back shortly on the results of the retirees’ benefits review, and
will incorporate the results of any adjustments in next year’s valuation.

The Board of Education was not involved in the salary adjustment situation, however that
department experienced a 9.4% average salary increase among its’ 42 continuing active
members. This probably accounts for their normal cost decreasing only slightly while the active
membership declined by 14%.

The normal cost for the Selectman’s departments decreased about $16,000 even with the salary
adjustments, as the active population decreased about 15%.

The Highway’s normal cost just decreased slightly. There was one retirement, but the remaining
seven (7) members experienced 6% increases in their average salaries to offset the reduction in
normal cost from the one retiring member.

The Highway Department’s liabilities remain fully funded and thus no contribution is
recommended for this group. The level of the funding surplus decreased by almost 50% from
$411,459 to $211,420. If the trend of asset (and other) losses continues, the Highway
Departments’ benefits may require additional funding sooner rather than later.

As mentioned above, the valuation asset method in use defers recognition of 80% of each year’s
actuarial loss on assets over an additional four year period. This year’s valuation assets include
deferrals of $2,000,026 in losses from both 2015 and 2016. These will be recognized gradually
over the next three to four years, however if there are not offsetting investment gains you are
looking at “built in losses” of more than 3% for at least the next three years, at an increased
annual cost of about $60,000.

The funded level of the accrued benefits decreased for the second year in a row, from 94.3% to
86.9% on a plan wide, market value basis. While the plan is still considered well funded, this is
a trend that we hope to see reversing itself through adequate additional contributions and solid
trust earnings.
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TOWN OF EASTON RETIREMENT PLAN

Il.(a) PLAN ASSETS - Market Value Reconciliation

Beginning of Year End of Year
June 30, 2015 July 1, 2016
$0.00 Employee Cont. Rec. $9,728.20
0.00 Employer Receivable Contribution 0.00
3,164,076.00 Money Market Funds 3,898,683.63
13,488,195.00 Misc. Mutual Funds 12,191,784.65
58,210.98 Prepaid Benefits 64,865.65
(5,045.55) Payable to PARS for w.h. taxes (0.00)
$16,705,436.43 TOTAL (Market Value) $16,165,062.13
RECEIPTS
Employer Contribution $424,000.00
Employee Contribution 191,745.20
Investment Earnings 677,713.18
Realized Gains/(Losses) (116.750.00)
TOTAL INCOME $1,176,708.38
DISBURSEMENTS
Periodic Benefit Payments (annual total of monthly bens.) $717,432.23
Refund of Employee Contributions and Interest 3,419.10
Expenses 10.300.00
TOTAL EXPENSES $731,151.33
NET INCOME $445,557.05

CHANGE IN NET ASSETS

Realized and Unrealized Gains and Losses: ($985,931.35)
Net Income: 445 557.05
Net increase (decrease) in net assets for the year: ($540,374.30)
Net assets at beginning of year: 16,705,436.43
Net assets at end of year: $16,165,062.13
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TOWN OF EASTON PENSION PLAN
II. PLAN ASSETS (Continued)

B. Development of Valuation Assets (Actuarial Value of Assets)

The Actuarial Valuation of Assets is calculated by recognizing 20% of the current year’s actuarial gain or
loss (to the 7.0% assumed rate of return), along with recognition of prior year’s gains or losses that are
also being recognized 20% per year. The final Valuation Asset level is subject to a corridor of 80% to

The Actuarial Value of Asset calculation was first instituted effective for the June 30, 2015 Plan Year to
remove some of the volatility from the actuarial valuation calculations.

The following illustrates the calculation of the Actuarial Value of Assets for July 1, 2016:

1. Assumed market value yield at valuation rate* $1,152,813
2. Actual MV Yield for June 30, 2017 ** (435,268)
3. Current Year (Gain)/Loss on Market value yield* (1) - (2) 1,588,082
4. Portion of Curr. Yr. Loss to be Recognized in 2017 (3) x 20% 317,616
5. Portion of Current Years (Gain)/Loss Not Recognized in 2017 1,270,465
6. Prior Unrec. (Gains)/ losses - June 30, 2017 - see next page 729,560
7. Total Unrecognized (Gains)/Losses (5) + (6) 2,000,026
8. Market Value of Trust Assets as of June 30, 2017 16,165,062
9. Preliminary Actuarial Value of Assets - June 30, 2016 (7)+ (8) $18,165,088
10. (a) 80% corridor of Market Value 12,932,050
(b) 120% corridor of Market Value 19,398,075
11. Final Actuarial Value of Assets - June 30, 2016%** 518,165,088

The Preliminary Actuarial Value of Assets is 112.4% of the Market Value, and thus falls
within the 80% to 120% corridor of actual June 30, 2017 Market Value.

The yield on Valuation Assets for the 2016-2017 Plan Year was 3.64%.

* Assumed income is calculated based on a weighted balance which takes into
account the date that the contributions and distributions are made to the fund.
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