
From: Karen Wackerman
To: Browne, Betsy
Subject: Fwd: FW: VERIP questions
Date: Monday, December 14, 2020 8:46:24 AM
Attachments: GFOA Advisories.pdf

2020 Fairfield Cost Estimate - 3% NR Mult; 50% ERF - REVISED.pdf
RTM Democratic Caucus Response.docx

Betsy -

Can you please put this email trail and the attachments into the materials for tonight's
meeting? Thanks.

Karen

Karen Wackerman
RTM Moderator
RTM District 7 Representative
203-984-1673

---------- Forwarded message ---------
From: Kupchick, Brenda <BKupchick@fairfieldct.org>
Date: Fri, Dec 11, 2020 at 3:33 PM
Subject: FW: VERIP questions
To: Wackerman, Karen <karenrtm7@gmail.com>, Vergara, Jill <jillvergara@gmail.com>,
Pamela Iacono <piacono73@gmail.com>, STEELE <jrsteele@optimum.net>
Cc: Schmitt, Jared <JSchmitt@fairfieldct.org>, Haselkamp, James
<JHaselkamp@fairfieldct.org>, Bremer, Tom <TBremer@fairfieldct.org>, Bertolone, Jackie
<JBertolone@fairfieldct.org>

Please see attached response and accompanying documents.

 

Brenda Kupchick

 

 

From: Karen Wackerman <karenrtm7@gmail.com> 
Sent: Wednesday, December 9, 2020 5:42 PM
To: Kupchick, Brenda <BKupchick@fairfieldct.org>; Schmitt, Jared <JSchmitt@fairfieldct.org>;
Haselkamp, James <JHaselkamp@fairfieldct.org>
Subject: Fwd: VERIP questions
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GFOA Advisories identify specific policies and procedures necessary to minimize a 
government's exposure to potential loss in connection with its financial management 
activities. It is not to be interpreted as GFOA sanctioning the underlying activity that 
gives rise to the exposure. 


Pension obligation bonds (POBs) are taxable bonds that some state and local 
governments have issued as part of an overall strategy to fund the unfunded portion of 
their pension liabilities by creating debt.  The use of POBs rests on the assumption that 
the bond proceeds, when invested with pension assets in higher-yielding asset classes, 
will be able to achieve a rate of return that is greater than the interest rate owed over the 
term of the bonds.  However, POBs involve considerable investment risk, making this 
goal very speculative.  Failing to achieve the targeted rate of return burdens the issuer 
with both the debt service requirements of the taxable bonds and the unfunded pension 
liabilities that remain unmet because the investment portfolio did not perform as 
anticipated. In recent years, local jurisdictions across the country have faced increased 
financial stress as a result of their reliance on POBs, demonstrating the significant risks 
associated with these instruments for both small and large governments. 


The Government Finance Officers Association (GFOA) recommends that state and 
local governments do not issue POBs for the following reasons: 


The Government Finance Officers Association (GFOA) recommends that state and local 
governments do not issue POBs for the following reasons: 


1. The invested POB proceeds might fail to earn more than the interest rate owed 
over the term of the bonds, leading to increased overall liabilities for the 
government. 







2. POBs are complex instruments that carry considerable risk. POB structures may 
incorporate the use of guaranteed investment contracts, swaps, or derivatives, 
which must be intensively scrutinized as these embedded products can introduce 
counterparty risk, credit risk and interest rate risk. 


3. Issuing taxable debt to fund the pension liability increases the jurisdiction’s 
bonded debt burden and potentially uses up debt capacity that could be used for 
other purposes.  In addition, taxable debt is typically issued without call options 
or with "make-whole" calls, which can make it more difficult and costly to refund 
or restructure than traditional tax-exempt debt. 


4. POBs are frequently structured in a manner that defers the principal payments or 
extends repayment over a period longer than the actuarial amortization period, 
thereby increasing the sponsor’s overall costs. 


5. Rating agencies may not view the proposed issuance of POBs as credit positive, 
particularly if the issuance is not part of a more comprehensive plan to address 
pension funding shortfalls. 


 








Town of Fairfield


2020 Early Retirement Incentive Analysis


Early 


Retirement


Normal 


Retirement


Early 


Retirement


Normal 


Retirement


Actuarial Accrued Liability


Active Liability 4,639,426         8,435,123         5,371,754         10,639,235       


Inactive Liability -                     -                     -                     -                     


Total Actuarial Accrued Liability 4,639,426         8,435,123         5,371,754         10,639,235       


Market Value of Assets


Actuarial Value of Assets


Change in Actuarial Accrued Liability 732,328             2,204,112         


Gross Normal Cost 49,914               193,621             -                     -                     


Estimated employee contributions (20,961)              (58,756)              -                     -                     


Estimated administrative expenses -                     -                     -                     -                     


City's normal cost 28,953               134,865             -                     -                     


Amortization of unfunded accrued liability -                     -                     63,164               190,108             


Contribution before adjustment as of the


valuation date 28,953               134,865             63,164               190,108             


Fiscal year ending 2022 2022 2022 2022


Adjustment for interest 494                    2,301                 1,077                 3,243                 


Actuarially determined employer contribution 29,447               137,166             64,241               193,351             


Baseline ERIP - Revised






Madam Moderator:

Through you to the Democratic Caucus of the RTM, from the members of the First Selectwoman’s Administration, below are responses.

With regard to the process of the VERIP, our HR Department reached an agreement with the union leadership and then they met with employees. Any employee who may have wanted to participate was required to express interest in the program directly to HR, or they would not be eligible to participate in the program. This resulted in more employees expressing interest than will actually be electing into this voluntary program. Subsequently, HR conducted confidential conversations with employees, and it is our conclusion that 23 employees are highly likely to elect in VERIP.

We want to reiterate that this is a voluntary program and there are no guarantees. The RTM asked for the most accurate cost estimates rather than the initial ranges we provided for the first iteration of VERIP. We have put great time and effort, and have provided you the most accurate synopsis based on the information we have.

The Town actuaries at Hooker & Holcombe project the liability impact to be $5.9 million, assuming 23 people ultimately participate in the early retirement plan.



The $400,000 impact of the lump sum payments is based on the fact that early retirees will receive $2,500 each year for four years, and normal retirees will receive $5,000 each year for four years.  See the attachment for the figures necessary to fill out your spreadsheet.



We stand by our analysis of the salary differential impact resulting from replacing higher paid employees with lower paid employees. For insight, the $340,620 a year is equal to a salary differential of $17,031 per position. 



Even if you assume that there is ZERO savings in salary differential from years 6 through 10, the overall VERIP plan still results in a net savings in each of those years. 



There is no need to recalculate the savings related to unfilled positions. The current calculation already includes an adjustment beginning in FY 26. The savings in that year are reset at a level that is 13% less than the previous year. This is a conservative adjustment to recognize that (absent VERIP) the positions would be vacated and refilled at some point. For purposes of this plan, we assumed that those positions would be vacated and refilled in FY 2026. 



In the savings portion of this program we initially estimated a one-month lag in vacancies, which was more realistic back in October when we hoped to pass this program. Now that we are coming up on holidays and the New Year it will more likely be a two-month lag or $333,152 in savings. You are correct that we did not include a cost number for any possible part-time rehires. However, as we have previously stated on numerous occasions, that is difficult to predict. The cost to rehire a few employees on a part-time basis will be relatively minimal, and far outweighed by the savings from this additional vacancy lag, also not included in the current spreadsheet. 

My administration has fully committed on several occasions in public meetings to fully fund the pension ADEC as estimated by our actuaries. With regard to OPEB, we make the following commitments:

· to fund the incremental cost related to VERIP, as reflected in the H&H analysis

· to fund the full normal cost portion of the ADEC

· to fund a portion of the ADEC related to the unfunded liability – the exact amount to be determined as part of the budget development process



I have also committed on the record in public meetings that my administration will report to our residents and the elected boards, on the success of this program, including the actual savings. This will include the final actual impact to the Town budget. The timing of these reports will depend on how quickly we implement the reorganization.  



In conclusion, regardless of the final number of employees who elect into this program, we are committed to the savings we have presented and we are committed to funding any and all impact of this program to the Town’s bottom line. Regardless of what calculations are used, we pledge to make this program budget neutral and will strive to provide the greatest amount of savings possible. I hope you will vote in favor of reorganizing and modernizing town government.  



I am thrilled that we are able to offer the RTM the ability to vote on a package that meets the needs of the Administration, employees, and taxpayers. 



Brenda, Jim and Jared -

 

Can you please respond to the questions from the Democratic caucus of the RTM set forth in
Representative Vergara's email below ?

 

Karen

Karen Wackerman

RTM Moderator

RTM District 7 Representative

203-984-1673

 

---------- Forwarded message ---------
From: Jill Vergara <jillvergara@gmail.com>
Date: Wed, Dec 9, 2020 at 3:39 PM
Subject: VERIP questions
To: Karen Wackerman <karenrtm7@gmail.com>

 

Through you Madam Moderator, to Mr. Schmitt, Mr. Haselkamp and First Selectwoman
Kupchick:

 

Thank you for speaking to us on Monday night.  Several questions went unanswered, and
some new questions have arisen.  I have tried to gather all of my caucus's questions here to
streamline the Q&A process.  

 

Thank you in advance for taking the time to answer each of these questions as fully as
possible.

 

Questions for Mr. Schmitt and/or Mr Haselkamp.  Please respond in writing.

1.           The Memo for the newly revised VERIP fails to state clearly what the
total cost of the VERIP is.  Please confirm that the maximum gross cost of
the VERIP is $6.3 million ($5.9 million increase to OPEB and Pension

mailto:jillvergara@gmail.com
mailto:karenrtm7@gmail.com


liability + $400K in lump sum payments).  [And to be clear, this total cost
reflects the net current value and does not reflect the potential compounding
that can occur in the future.]  For the public's sake, and for transparency, we
respectfully ask that the total cost for the VERIP be stated prominently and
clearly in Mr. Haselkamp's memo.  I've attached a spreadsheet created by
BoF Member, Lori Charlton, for the original VERIP numbers.  We ask
that our Finance Department revise Ms Charlton's chart with new numbers.

 

2.      We appreciate that the Administration conducted a survey to better predict the VERIP's
cost.  The varying possibilities of which employees elect to take the VERIP (at what ages, and
which salaries and benefits) greatly affects the projected cost; and the speculative nature of
the cost analysis with the original VERIP added risk and produced a broad range of potential
cost, anywhere from $10-20 million.  The survey has enabled more comfortable reliance on
the cost estimate; but only if the 23 employees directly reflects the results of the survey,
with no "estimation" involved.  

 

Can you provide the following details concerning the VERIP survey (referred to as
"expression of interest"):  

a.       Was the survey provided to all 55 employees eligible for the VERIP?  [Please also
confirm that only employees currently working are eligible for the
VERIP, and that no employees who announced retirement but are
currently using up outstanding vacation/sick days are eligible.]

b.      Did all 55 employees return the survey?

c.       Did only 23 employees in total indicate interest in the VERIP (6 early retirement,
17 eligible for retirement)?  Please confirm that you did NOT receive more than 23
expressions of interest.  If you received more than 23 expressions of interest, please
tell us exactly how many expressions of interest you received.

d.      Is it possible for those who did not indicate interest (or who did not return the
survey) to change their minds and elect the VERIP before the deadline? 

e.      Please confirm that $5.9 million is the ceiling for increase in the Pension and
OPEB liabilities from the VERIP. 

 

3.       As discussed the other night, many in our caucus are uncomfortable with the amount of
savings being claimed.  

a.       The calculation of salary differential is missing an important piece
if you have not factored in normal retirement ages/normally occurring
attrition.  1)  What is the typical retirement age for the classification of
employees who have expressed interest in the VERIP?  2)  Can you
please provide the back up for the salary differential for the $340,620
that is used from FY'22-FY'30 on the 10-year budget impact slide?  3)
 Can you recalculate the salary differential savings to include predicted
attrition:  Subtract the actual age of each of the 23 employees indicating interest in
the VERIP from the average retirement age for each position to get an estimate of



the remaining years of employment.  If you cannot calculate an average retirement
age, please use age 67.  Then, carry out the salary differential for only these
estimated remaining years of employment for each of the 23 employees.  Provide
the total for each year. 

b.     The salary savings claimed for the three unfilled positions seems high.  Do you
have a firm idea of what positions will be eliminated?  The estimation of savings in
this line has the same problem stated above.  Please recalculate the salary and
benefit savings for the 3 positions eliminated using the same methodology as
outlined above (factoring in average retirement age and naturally occurring
attrition).  Please also confirm that all 3 positions to be eliminated are VERIP
participants.

c.      There are a number of budgeted but still long-unfilled positions in departments
to be offered this VERIP.  Please provide a list of currently unfilled positions in each
of the 3 unions (PETA, THETA, DPW), show which positions you plan to fill, and
provide sufficient detail to allow us to have confidence that the 3 positions to be
eliminated are not fungible with any of the currently unfilled positions.

d.      We question whether savings can reasonably be claimed for 10
years.  Without an analysis as described in 3a and 3b, please show
projections with a more reasonable estimation of savings limited to the
next 3-4 years max (total savings of $2-2.5 million). 

 

4.    Temporary hires to fill the gap (loss of 23 employees at one time will certainly create
difficulties for our departments that will need to be bridged) is not accounted for in the cost
side of your analysis, yet $167K is proposed as savings for a hiring lag.  The Town will likely
need help bridging the gap over that month.  If you are asserting savings, please also provide
the cost side of hiring temp workers in some areas that you can anticipate having problems
maintaining proper levels of service.

 

5.    Why is this plan being financed through our pensions/long-term liabilities, which is an
extremely expensive way of financing, at 7%?  Why not fund with pension obligation bonds,
which would have positive arbitrage and little to no risk?

 

Questions for First Selectwoman Kupchick.  Please respond in writing.

1.       Please clarify what the Administration's commitment is regarding pension
and OPEB funding.  Are you committing to fully funding the ADEC at the
appropriate levels?  If not, what are you committing to?  

2.    If approved, can you commit to providing the RTM a report from the actuary, within one
month of final employee acceptance of the VERIP, that shows the final pension and OPEB
valuations related to those who accepted the VERIP? 

3.       If approved, can you commit to providing to the RTM, within one month of the final
employee acceptance of the VERIP, a report that lists the position, salary and age of each
employee who accepted the VERIP? This would be used for the following purposes: (a) to
compare salaries to replacements hired in the future, allowing the salary differential to be



tracked, and (b) to identify the 3 (minimum) positions that will not be replaced? 

4.       If approved, can you commit to providing to the RTM, within 6 months of employee
acceptance of the VERIP (no later than September 2021), a presentation that includes, at
minimum, the following: 

a.       Details of Town Hall restructuring

b.      List of which of the positions vacated through the VERIP have been filled, the
actual salary differential for that position, and comparison of the salary differential
to that projected in your VERIP presentation to the RTM

c.       List of which positions vacated through the VERIP were eliminated (minimum 3),
the related actual salary and benefit savings, and comparison to the projections in
the VERIP presentation to the RTM

d.      Status of implementation of best practice HR practices and procedures versus
the current state of what Jim Haselkamp described as “the worst I have ever seen”. 
This should include status of job description updates across all departments,
performance reviews, employee file updates, prompt notifications, disciplinary
actions and union discussions when needed, etc.

              5.    If the plan is not approved, will you eliminate the 3 positions?  Why or why not?

 

 

Thank you again for all of your work on this.

Jill

Jill Vergara

Majority Leader, Fairfield RTM

Representative, RTM District 7

(203) 292-8115 (home)

(203) 993-5592 (cell)



Madam Moderator: 

Through you to the Democratic Caucus of the RTM, from the members of the 
First Selectwoman’s Administration, below are responses. 

With regard to the process of the VERIP, our HR Department reached an 
agreement with the union leadership and then they met with employees. Any employee 
who may have wanted to participate was required to express interest in the program 
directly to HR, or they would not be eligible to participate in the program. This resulted 
in more employees expressing interest than will actually be electing into this voluntary 
program. Subsequently, HR conducted confidential conversations with employees, and 
it is our conclusion that 23 employees are highly likely to elect in VERIP. 

We want to reiterate that this is a voluntary program and there are no 
guarantees. The RTM asked for the most accurate cost estimates rather than the initial 
ranges we provided for the first iteration of VERIP. We have put great time and effort, 
and have provided you the most accurate synopsis based on the information we have. 

The Town actuaries at Hooker & Holcombe project the liability impact to be $5.9 
million, assuming 23 people ultimately participate in the early retirement plan. 
 

The $400,000 impact of the lump sum payments is based on the fact that early 
retirees will receive $2,500 each year for four years, and normal retirees will receive 
$5,000 each year for four years.  See the attachment for the figures necessary to fill out 
your spreadsheet. 
 

We stand by our analysis of the salary differential impact resulting from 
replacing higher paid employees with lower paid employees. For insight, the $340,620 a 
year is equal to a salary differential of $17,031 per position.  
 

Even if you assume that there is ZERO savings in salary differential from years 6 
through 10, the overall VERIP plan still results in a net savings in each of those years.  
 

There is no need to recalculate the savings related to unfilled positions. The 
current calculation already includes an adjustment beginning in FY 26. The savings in 
that year are reset at a level that is 13% less than the previous year. This is a 
conservative adjustment to recognize that (absent VERIP) the positions would be 
vacated and refilled at some point. For purposes of this plan, we assumed that those 
positions would be vacated and refilled in FY 2026.  
 

In the savings portion of this program we initially estimated a one-month lag in 
vacancies, which was more realistic back in October when we hoped to pass this 
program. Now that we are coming up on holidays and the New Year it will more likely 
be a two-month lag or $333,152 in savings. You are correct that we did not include a 
cost number for any possible part-time rehires. However, as we have previously stated 



on numerous occasions, that is difficult to predict. The cost to rehire a few employees 
on a part-time basis will be relatively minimal, and far outweighed by the savings from 
this additional vacancy lag, also not included in the current spreadsheet.  

My administration has fully committed on several occasions in public meetings 
to fully fund the pension ADEC as estimated by our actuaries. With regard to OPEB, we 
make the following commitments: 

• to fund the incremental cost related to VERIP, as reflected in the H&H analysis 
• to fund the full normal cost portion of the ADEC 
• to fund a portion of the ADEC related to the unfunded liability – the exact 

amount to be determined as part of the budget development process 
 

I have also committed on the record in public meetings that my administration 
will report to our residents and the elected boards, on the success of this program, 
including the actual savings. This will include the final actual impact to the Town 
budget. The timing of these reports will depend on how quickly we implement the 
reorganization.   

 
In conclusion, regardless of the final number of employees who elect into this 

program, we are committed to the savings we have presented and we are committed to 
funding any and all impact of this program to the Town’s bottom line. Regardless of 
what calculations are used, we pledge to make this program budget neutral and will 
strive to provide the greatest amount of savings possible. I hope you will vote in favor 
of reorganizing and modernizing town government.   

 
I am thrilled that we are able to offer the RTM the ability to vote on a package 

that meets the needs of the Administration, employees, and taxpayers.  



 

 

GFOA Advisories identify specific policies and procedures necessary to minimize a 
government's exposure to potential loss in connection with its financial management 
activities. It is not to be interpreted as GFOA sanctioning the underlying activity that 
gives rise to the exposure. 

Pension obligation bonds (POBs) are taxable bonds that some state and local 
governments have issued as part of an overall strategy to fund the unfunded portion of 
their pension liabilities by creating debt.  The use of POBs rests on the assumption that 
the bond proceeds, when invested with pension assets in higher-yielding asset classes, 
will be able to achieve a rate of return that is greater than the interest rate owed over the 
term of the bonds.  However, POBs involve considerable investment risk, making this 
goal very speculative.  Failing to achieve the targeted rate of return burdens the issuer 
with both the debt service requirements of the taxable bonds and the unfunded pension 
liabilities that remain unmet because the investment portfolio did not perform as 
anticipated. In recent years, local jurisdictions across the country have faced increased 
financial stress as a result of their reliance on POBs, demonstrating the significant risks 
associated with these instruments for both small and large governments. 

The Government Finance Officers Association (GFOA) recommends that state and 
local governments do not issue POBs for the following reasons: 

The Government Finance Officers Association (GFOA) recommends that state and local 
governments do not issue POBs for the following reasons: 

1. The invested POB proceeds might fail to earn more than the interest rate owed 
over the term of the bonds, leading to increased overall liabilities for the 
government. 



2. POBs are complex instruments that carry considerable risk. POB structures may 
incorporate the use of guaranteed investment contracts, swaps, or derivatives, 
which must be intensively scrutinized as these embedded products can introduce 
counterparty risk, credit risk and interest rate risk. 

3. Issuing taxable debt to fund the pension liability increases the jurisdiction’s 
bonded debt burden and potentially uses up debt capacity that could be used for 
other purposes.  In addition, taxable debt is typically issued without call options 
or with "make-whole" calls, which can make it more difficult and costly to refund 
or restructure than traditional tax-exempt debt. 

4. POBs are frequently structured in a manner that defers the principal payments or 
extends repayment over a period longer than the actuarial amortization period, 
thereby increasing the sponsor’s overall costs. 

5. Rating agencies may not view the proposed issuance of POBs as credit positive, 
particularly if the issuance is not part of a more comprehensive plan to address 
pension funding shortfalls. 

 



Town of Fairfield

2020 Early Retirement Incentive Analysis

Early 

Retirement

Normal 

Retirement

Early 

Retirement

Normal 

Retirement

Actuarial Accrued Liability

Active Liability 4,639,426         8,435,123         5,371,754         10,639,235       

Inactive Liability -                     -                     -                     -                     

Total Actuarial Accrued Liability 4,639,426         8,435,123         5,371,754         10,639,235       

Market Value of Assets

Actuarial Value of Assets

Change in Actuarial Accrued Liability 732,328             2,204,112         

Gross Normal Cost 49,914               193,621             -                     -                     

Estimated employee contributions (20,961)              (58,756)              -                     -                     

Estimated administrative expenses -                     -                     -                     -                     

City's normal cost 28,953               134,865             -                     -                     

Amortization of unfunded accrued liability -                     -                     63,164               190,108             

Contribution before adjustment as of the

valuation date 28,953               134,865             63,164               190,108             

Fiscal year ending 2022 2022 2022 2022

Adjustment for interest 494                    2,301                 1,077                 3,243                 

Actuarially determined employer contribution 29,447               137,166             64,241               193,351             

Baseline ERIP - Revised
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