The Patrick-Murray Municipal EARLY RETIREMENT proposal
This optional Early Retirement Incentive program for cities and towns is structured in a restrictive manner to ensure that desired near-term budget savings exceed the present value cost to the pension system, while still giving city and town managers sufficient flexibility to structure the program in a manner that avoids adverse operating impacts.  
By making this program available at the option of municipalities, it will give cities and towns the flexibility to determine for themselves whether this limited tool is appropriate for their community.

Eligible Employees
· Active members with at least 20 years of service

· Compensation paid out of operating budget (i.e., not federal, trust or other capital funds)
· Executive authority shall limit the total number of participating employees, with preference given to those with greater years of creditable service, and shall have the authority to determine which eligible municipal employees may participate and to approve early retirement benefits for each employee in order to avoid adverse impacts on municipal operations and services. 
Benefit
· A maximum of 3 years of additional age or creditable service or a combination of additional years of age and service the sum of which shall not be greater than 3.
· All participants must forego right to any accrued sick and vacation time, and such amounts shall be paid into the pension system to reduce the additional pension liability.
· Retirement allowance of participants shall not exceed 80% of previous 3 or highest 3 years compensation (no benefit to those who have already maxed out).
Backfill
· Limited to not more than 30% in FY11, 45% in FY12 and 60% in FY13 of total annualized cost of regular compensation during FY11 for positions vacated.   Available backfill funds may be used for compensation, contract and professional services.
Municipal Plan
· Municipality must provide PERAC information demonstrating the value of the plan so PERAC can evaluate the plan and confirm the analysis, including: historic data upon which plan is based, elements of municipal plan including cap, type of employees, benefit, and backfill.

· Municipality must certify to PERAC that the present value cost of its plan is less than the present value savings and provide PERAC with all information it requests to evaluate the plan and do a cost analysis.

Participation Period
· Within 2 months after the effective date of the act, the mayor or board of selectmen of a municipality that chooses to participate shall submit its plan to PERAC for approval.  

· Once the plan has been approved, it shall be submitted to the legislative body of the municipality for acceptance not later than the next regular meeting of the legislative body at which the plan can practicably be submitted.
· The approved plan shall be published and made available to employees within one month after it has been accepted.

· Employees must apply to participate within two months of the plan’s publication.

· The municipality shall determine which applicants shall be allowed to participate in the program and notify them within one month of the application deadline.

· Participating employees must retire within two months of notification of acceptance.

Annual Report
· Municipality shall submit annual report to PERAC, ANF and the municipal legislative body, including the salaries and positions of participants, the amount of sick and vacation time being contributed by participants, the salaries and positions of those being hired as replacements and whether the positions of participants have been permanently eliminated.

Revised Pension Funding Schedule
· Increased pension liability resulting from the program must be amortized over 10 years, starting in the next fiscal year, in equal installments, and shall be separately identified in the funding schedule.
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