FY 2018 Budget Questions & Answers

Finance Committee

Dept. Number,
Name + Account

Questioner's Name/Question

Response

940 — Otherwise
unclassified

What is the formula/allocation calculation for direct and
indirect costs? (Nilsson)

Dan: Attached is the policy that the Finance
Department uses to calculate the direct and
indirect costs.

What factors contribute to the steady increase in direct
and indirect costs? Percentage increases are higher than
from FY16 to FY17. (Nilsson)

Dan: | printed the calculation for the FY16
Actual, the FY17 budget, and the FY18
budget. The largest factor for the increase
to the water enterprise was that their credit
based on the prior year actuals decreased
by $28,000. For the recreation enterprise,
the health insurance, Medicare, and
retirement assessment increased by
$29,000. See below explanation for
ambulance enterprise.

Why is there such a large increase (22%) in indirect costs
for the Ambulance Enterprise? (Nilsson)

Dan: In FY17, they had a credit of $10,247
from the FY15 Actual. In FY18, they are
assessed an additional $23,185 based on the
FY16 actuals for a net increase of $33,432.
In addition, the amount assessed for health
insurance, Medicare, and retirement
increased by $31,985 from FY17 to FY18.

945 — Unclassified

How many (approx.) Town and how many School
employees do we have? How many retirees (School &
Town broken out) who are receiving benefits? (Nilsson)

Pam: Approximately 1,200 town and school
employees, not including summer
recreation, and 525 town & school retirees.
Approximately 485 retirees are covered by
the Town’s health insurance:

Medicare supplemental —
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Town 67/School 322

Retirees on active plans (Not eligible yet/for
Medicare) -

Town 35/School 61

945 — Unclassified
(Retirement
Assessment)

67.01% of the Retirement Assessment is allocated to
Town Employees vs 32.99% to School Employees. Are
there other Retirement Assessments for the Schools
within the School budget? (Nilsson)

Dan: No, the entire Middlesex Retirement
Assessment is charged to the 945 budget.
Teachers are not included in Middlesex
Retirement. They are on the Mass. State
Teachers plan and there is no assessment
from the town.

945 — Unclassified
(Health Insurance)

Why is the Town Manager recommending a $300,000
decrease in the Health Insurance budget? (Nilsson)

Dan: When we originally budgeted for
health insurance in August, we did not yet
have bids back from the insurance carriers.
With the switch from BCBS to Fallon,
employees now have more options for
health care plans. The Town now offers the
select care plan, which is actuarially
equivalent to the BCBS HMO plan we had.

In addition, we offer the direct care plan
which limits the hospitals that employees
can attend (many Boston hospitals
excluded). These plans save money for both
the employee and town. We have seen a lot
of people switch from the traditional HMO
plan to the new options. A $300,000 seems
to be a conservative decrease at this time.
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945 — Unclassified
(Health Insurance)

What is the approx. financial trigger to rebid health care
providers? (Nilsson)

Jodi: The trend last year was about
7.8%...we came in at 13% which we
negotiated down to 12%. We are
attempting to keep the increase at or below
the trend, so therefore, if we are above 8%,
we will go out to bid. Our employees have
agreed to increased copays to help control
costs, and we are analyzing other ways to
control increases by meeting with our
employees and retirees monthly to discuss.

945 — Unclassified
(Health Insurance)

What is the approx. switching cost for changing health
care providers? (Nilsson)

Pam: (hours worked in HR)

This has not been formerly tracked. Would
estimate it takes about 2 1/2 months of full time
work ($35k). Please also note that the Town
changed all lines of coverage. These types of
changes are a significant undertaking and with
each new carrier comes their own distinct set of
issues.

945 — Unclassified
(Workers
Compensation Runout)

What is Workers Compensation Runout? (Nilsson)

Pam: The WC runout fund is for WC claims from
when we were self-insured.

945 — Unclassified
(Unemployment
Compensation)

Please remind us of what this is. How would the $20k
decrease in TMR be achieved? (Secor)

Dan: The Town has to pay the state on a
quarterly basis for unemployment
insurance. The calculation is based on a
percentage of payroll (0.1%). We had
taxable wages of $12,056,400 during the 3™
quarter of 2016. The quarterly payment
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was $12,056.40. The percentage may
increase if we start having more claims.
However, the actuals for the past few years
have been low.

945-517180 (General
Liability Insurance -
Workers Comp.)

Please explain whether the $57,830 increase from FY16
Act to FY17Bud and the $17,100 increase from FY17Bud
to FY18TMR are due to market forces alone or partially
due to Westford's experience with Worker's Comp.
(Wrona)

Pam/Eric: A significant portion of the
increase is due to the WC pricing module for
the teachers that is set by the state. This
rate is going from $.69 to $.79 per $1,000 of
salary.

945-517190 (General
Liability Insurance -
Unemployment Comp.)

Please remind us why the big increase of over $55K from
FY16Act of $44,569 to FY17Bud of $100,000. Also why
the planned decrease of $20,000 to $80,000 in FY18TMR.
(Wrona)

Dan: The calculation for unemployment
insurance was explained above.

The $44,569 was only 3 quarterly payments.
The 4t payment was made after July 15,
2016, and had to be paid from the
encumbrance line item. The 4™ payment
was for $19,967.24, bringing the FY16 total
unemployment expense to $64,536.50.

945-550030 (General
Liability Insurance -
Health Related
Programs)

Please remind us why there was $9,340 spent in FY16Act,
$10,000 in FY17 Bud and then why there is no budget in
this account in FY18TMR. (Wrona)

Dan/Pam:

Mechanism to pay up to $10k of town
wellness programs through the health
insurance carrier. Part of the agreed to
wellness program through Fallonhealth.
We are in the process of discussing if the
carrier can pay vendors directly.

945 (OPEB Trust
Expense)

Did the FY15 actuarial study, in addition to pegging the
liability at $56m, also have a schedule for annual
payments into the Stabilization Account (or did we come

Dan: | have attached the schedule that we
have been using. The amount scheduled for
FY18 matches the schedule.
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up with such a schedule?)? Either way, are we keeping
up with that schedule? If not, what is the current
balance and how does it compare to the

schedule? Specific to FY18, how does the $1.11m
contribution compare to the scheduled amount? (Secor)

As of today, the current balance in the
general fund OPEB Stabilization is
$2,359,086.67, and the amount in the water
OPEB Stabilization is $752,353.68 for a total
of $3,111,440.35.

945 (OPEB Trust
Expense)

Do the significant projected increases in FY19 and FY20
include catch-up payments from any current deficit (or
deficit after FY18)? By "deficit" | mean actual balance in
the Stabilization Fund vs. scheduled balance. Are there
any plans or assumptions, however rough, re: how much
of the FY19 and FY20 projections would come from the
operating budget vs. free cash? [l recognize that we are
focused on the FY18 budget, but it would be helpful to
put the FY18 amount in the context of any current or
projected deficit in the Stabilization Fund.] (Secor)

Dan: The attached schedule shows the
assumptions for the FY19 and FY20
calculation. The policy that was adopted
was to appropriate to the stabilization the
normal OPEB costs for any employee hired
after 1/1/12. This was a mechanism to
begin increasing the appropriation to the
OPEB stabilization while trying to mitigate
the impact it has to services.

The Town had appropriated $200,000 prior
to this policy being adopted, so there is a
small surplus in the stabilization.

Note: Typo: The narrative states that "[a]t the March
2018 Annual Town Meeting..." Should read 2017 Annual
Town Meeting. (Secor)

Dan: Updated, thank you.
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01/11/2017 13:39 TOMW OF WESTFORD
odonnel | YEAR TO- DATE BUDCGET REPORT
FY17 YTD BUDGET

FOR 2017 13
ORI G NAL TRANFRS/ REVI SED AVAI LABLE  PCT
APPROP ADISTMTS BUDGET  YTD EXPENDED  ENCUMBRANCES BUDGET  USED

0100 GENERAL FUND
01945200 RI SK MANAGEMENT
01945200 517100 RETI REMENT ASSESSM 4,238, 879 0 4,238,879 4,238,879.00 .00 .00 100.0%
01945200 517150 HEALTH | NSURANCE 9, 697, 491 0 9,697,491 4,487,224.81 .00 5,210, 266.19  46.3%
01945200 517152 NMEDI CARE PART B PE 13, 000 0 13, 000 5, 237.00 .00 7,763.00 40.3%
01945200 517155 HEALTH INS M Tl GAT 0 0 0 6, 028. 00 .00 -6,028.00 100.0%
01945200 517160 LI FE | NSURANCE 7,000 0 7,000 2,066. 83 .00 4,933. 17 29. 5%
01945200 517165 RETIREE HEALTH ALL 8, 000 0 8, 000 .00 .00 8, 000. 00 . 0%
01945200 517170 MEDI CARE TAX 875, 000 0 875, 000 403, 436. 17 .00 471,563.83  46. 1%
01945200 517180 WORKERS COVPENSAT 342, 000 0 342, 000 281, 162. 20 .00 60, 837. 80 82. 2%
01945200 517185 WORKERS COVPENSAT 20, 000 0 20, 000 .00 .00 20, 000. 00 . 0%
01945200 517190 UNEMPLOYNMENT COVPE 100, 000 0 100, 000 12, 056. 40 .00 87,943. 60 12. 1%
01945200 519020 SI CK LEAVE/ VAC BUY 50, 000 0 50, 000 24, 489. 46 .00 25,510.54 49. 0%
01945200 550030 HEALTH RELATED PRO 10, 000 0 10, 000 3, 950. 00 .00 6, 050. 00 39. 5%
01945200 574010 COVPREHENSI VE LI AB 140, 000 0 140, 000 164, 853. 12 .00 -24,853.12 117.8%
01945200 574020 EXCESS UMBRELLA L 9, 136 0 9, 136 8, 939. 66 .00 196. 34 97. 9%
01945200 574030 AUTO LIABILITY 88, 550 0 88, 550 75,782. 24 .00 12, 767.76 85. 6%
01945200 574040 PUBLIC OFF ALS L 27,500 0 27,500 29, 048. 89 .00 -1,548.89 105. 6%
01945200 574045 EDUCATION LIABILIT 15, 000 0 15, 000 14, 359. 18 .00 640. 82 95. 7%
01945200 574050 POLICE/FIRE LIABIL 49, 000 0 49, 000 51, 813. 85 .00 -2,813.85 105. 7%
01945200 574090 GENERAL LIABILITY 53, 000 0 53, 000 47, 016. 23 .00 5,983.77 88. 7%
01945200 574190 | NSURANCE DEDUCTI B 10, 000 0 10, 000 .00 .00 10, 000. 00 . 0%
01945200 578000 OPEB TRUST EXPENSE 852, 278 -852, 278 00 00 00 . 0%

TOTAL RI SK MANAGEMENT 16, 605, 834 -852,278 15, 753, 556 9, 856, 343. 04 .00 5, 897, 212. 96 62. 6%
01945800 RI SK MANAGEMENT - ENCUMBRANCES
01945800 570000 OTHER CHARGES AND 92, 039 0 92,039 56, 685. 03 .00 35, 353. 89 61. 6%

TOTAL RI SK MANAGEMENT - ENCUMBRANCES 92, 039 0 92, 039 56, 685. 03 .00 35, 353. 89 61. 6%

TOTAL GENERAL FUND 16, 697, 873 -852, 278 15, 845, 595 9, 913, 028. 07 .00 5, 932, 566. 85 62. 6%

TOTAL EXPENSES 16, 697, 873 -852,278 15, 845,595 9, 913, 028. 07 .00 5, 932, 566. 85
GRAND TOTAL 16, 697, 873 -852, 278 15, 845, 595 9, 913, 028. 07 .00 5, 932, 566. 85 62. 6%

** END OF REPORT - Cenerated by Dan O Donnel | **


http://towmunis:55000/views/PassThru.aspx?-E=nK9K2ipuvCrBIflhRqYpPCcNjFcT3fR1RbVTQQJWO/PbgFArExwaxriTqFaDMVcW&
http://towmunis:55000/views/PassThru.aspx?-E=CTXuejnjDvPYE/%2BAoVKakthsD41sdWK2UtpJQjMrNtMceLNHm2XeUYOHHr2wI%2Bku&
http://towmunis:55000/views/PassThru.aspx?-E=xKWhr%2BwLCi/pkPiVCWDjMIN0fgJZNOCGejiGSgBIRZfNdSehUM8KHw5qtiAdf25O&
http://towmunis:55000/views/PassThru.aspx?-E=K2Rt7rw%2Bg9qIPTPibIn/4IfGnE514M4QeJlGRv7LM/G76wow0dx%2B/5EY46GngGii&
http://towmunis:55000/views/PassThru.aspx?-E=ohBwZert2JJfNVAt4dA360TA4eDiL%2B23AxSVOrLG9d8CF5wk1YgSMho2oUwz/Jv2&
http://towmunis:55000/views/PassThru.aspx?-E=kBa1B%2BOhColUVxX%2BQOuvk29qpHGq4VQXnRvQgd4nXmeNgCVtS7PVrlYWOh247D2G&
http://towmunis:55000/views/PassThru.aspx?-E=7tzvVx5NkvoFIItC2mwWRxiMLoN8KfzUhgp5mgdqZiOu7B%2Bt56uNo7axVAkcE0ag&
http://towmunis:55000/views/PassThru.aspx?-E=iVVQRT5zPbxd/nPbYf/1Sxdk1uU3mbcAgj9D0nUb4hbs%2B5gggKkTKmLEPGAJFsMC&
http://towmunis:55000/views/PassThru.aspx?-E=auVh714I7bGPaN5q5Enu7vAKjAoBv6SYyUHQaK4NOgmmeMPJFgRQKKs5oQcpwFzA&
http://towmunis:55000/views/PassThru.aspx?-E=ln2XeUAD3T0WcaLQ7N9o92M1ArwMq4Atha9JUj0tCXsBeLFMkSf1mFsgirJc/HCK&
http://towmunis:55000/views/PassThru.aspx?-E=mjn2DH81v1ISRzhxiPMLn75jFjRvwYxkZMINvNrbcuwgiSLdz07/KUtcBUw5zo6Y&
http://towmunis:55000/views/PassThru.aspx?-E=iFxBMhrGuwXeXMezETfHBiemWjFJMsSfLGBPgS14FHkLMUGfwuHhfD3y/e7NXgES&
http://towmunis:55000/views/PassThru.aspx?-E=uz0b8ZTAe5Gt6wKsKxBPLxGtzkk0s4dB3BPgcK4xcZXZw/miFD4NDM0hn1e8yldF&
http://towmunis:55000/views/PassThru.aspx?-E=%2BtDXX//DzrEt9XWFDdHgabAvZ9JvT7YimE1eHp4Uap15AYboMJu/LoRiSsS2S8QR&
http://towmunis:55000/views/PassThru.aspx?-E=GrEvALb6maZvtOSWvY080S%2BiL41FPurQIXI32ssHzxV5irh7t1xNjdt%2BjmxYqGfW&
http://towmunis:55000/views/PassThru.aspx?-E=LddbOhtluUNJ4%2BqrHs7TjTcfvUWeTMKoUfPorFlsyJ1C/XrMLhD%2BttTUrOvqL%2B6C&
http://towmunis:55000/views/PassThru.aspx?-E=/qk5BxqVO8pwr7sF6SQ9%2B2QQGqPFG8W1DzZES2F9z1T8caPRkpoG2bTFSvjj%2BNkX&
http://towmunis:55000/views/PassThru.aspx?-E=zb2Ih52AyMg2VhLvJu3uiFuoPDSUy9ObN%2BVy48LWq96nSbRB3uf90wE/cBURIlOE&
http://towmunis:55000/views/PassThru.aspx?-E=CZ3Z24hrSqxINu6m97kZZ/bk4wPkT20zzWgdW%2B/atxqLt8ka6MhBs9YbnP%2BZE6e/&
http://towmunis:55000/views/PassThru.aspx?-E=yA%2B0a9cDtY51dUd8bvYG4eToz73WRaHMas%2BHVuYvRrebUxjokn0I%2B8PEKigSIUTg&
http://towmunis:55000/views/PassThru.aspx?-E=%2BvVilmCxPmItKLLveDrQwFIyCvw/CowNrgMfDVH8CyK5StP7PRPiqEpZ/kCZ2y4R&
http://towmunis:55000/views/PassThru.aspx?-E=M5C4q0XNJ%2Bt1ITWX%2Bo1sEoBSChrvDKN7GkdY87Eg3lWn15UDm5joEfB8m8LtKsLV&

	03 FY18 - January 12, 2017 - Unclassified - Risk Management Q&A
	04 FY16-18 Enterprise Direct & Indirect Cost Calculations
	05 OPEB Funding to Date
	06 945 Risk Management YTD Budget 01-11-17

