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Pension Report 



FY 2016 Budget Overview:  $100,293,295 

Note:  $ in 000’s 



$15.8 MM in Fixed Costs:  Components 
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Note:  Data in $000’s; Total Pension spending $7.9MM when including all sources  



Long-Term Trends 

 “Town of Homes” = 2.5 – 3.5% revenue growth 

 Employee compensation is 69.5% of budget 

 Compensation growth > revenue growth = #1 challenge 

 Enrollment growth and mandated school costs 

 Capital, maintenance, and infrastructure 

 Pension and healthcare obligations, including OPEB 



Background on Pensions 

 Pensions are defined benefit plans providing retirement income for Town 
employees (not including teachers) 

 Teachers are covered under separate state plan 

 

 Belmont Retirement Board holds decision rights for funding schedule 

 Biennial actuarial valuations; must fund by 2040 

 Next review in late Summer 2016 based on January 2016 actuarial analysis 

 

 $74MM Unfunded Liability; 51% Funded; 2027 Target Date; 7% Growth; 
17% Service Cost, 83% Amortization Payments 

 

 Warrant Article 12B from June Town Meeting requested WC analysis 



Current Pension Funding Schedule 



Current Pension Contributions & Funded Ratios 



Belmont vs. Moody’s Aaa:  Funded Ratio 



Belmont vs. Moody’s Aaa:  Funding Date 



Excess Amortization 

Example of Excess Amortization Calculation
A. Pension Contribution FY2015 7,364,523     
B. Pension Contribution FY2016 7,877,958     
C. Increase in $ (B-A) 513,435        
D. Increase in % (C/A) 7.0%
E. Example of long-term budget growth rate 3.5%
F. Excess Amortization Growth % (D-E) 3.5%
G. Excess Amortization Growth $ (F x A) 255,677        



Funding Schedule Impact on Town Budget 



Modifying Funding Schedule: Sensitivity Analysis 



Pension Obligation Bonds (POBs) 

 Belmont borrows $, invests in pension investment fund 

 If investment returns exceed debt cost, can reduce long-term costs 

 Plan assumes 7.75% returns; borrowing cost expected to be 4.5% or less 

 10-year investment returns 7.3% (period ending 8/31/15) 

 >25% chance under 4.75% (5 years); >10% chance under 4.75% (20 years) 

 Factors:  Estimated Savings; Risk Tolerance; Use of Debt on Non-

Capital; Total Capital Needs; Impact on Bond Rating 

 See additional reference materials 



Current Investment Portfolio Target Allocations 



Appendix 



MA Distribution of Funded Ratios 



MA Distribution of Full-Funding Target Dates 



Pensions and OPEB (Retirement Health) 

 Pensions 
 $7.9 MM total contribution in FY 2016; 7% increase over FY ‘15 

 Projected to fully fund by 2027, prior to 2040 state requirement 

 Biennial valuation; Warrant Committee will evaluate options 

 Other Post Employment Benefits (OPEB) 

 GASB 45:  pay-as-you-go $1.2 MM + $367K stabilization fund 

 $171 MM unfunded liability (was $195 MM); “all in same boat” 

 Managing via health plan design, Medicare for eligible, reduced 

town contribution rate; pension funding moves to OPEB in 2027 
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