COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICATION

DATE . September 6, 2013
TO : Supervisor Marina Dimitrij evicgﬁ Chairwoman, County Board of Supervisors
FROM . Scott B. Manske, Comptroller \Q\/

SUBJECT: Fiscal Report on the Proposed Agrédement with the Deputy Sheriff’s Association

The following provides a summary of the fiscal impact of the proposed Deputy Sheriff’s
Association (DSA) contract agreement for the calendar year 2013. It provides an estimate of
the fiscal impact of the proposal based upon current personnel and anticipated step changes. The
actual fiscal impact may be greater than or less than the impact that is estimated below.

The table on the following page presents the key wage and benefit elements of the proposed
contract.



Table 1: Wage and Benefit Proposals
_ Deputy Sheriff Association Contract for 2013

: ‘ Proposyed‘(y)ffer
Offer Ratified byDSA T Awgust 19, 2013
Per|od Covered by Contract o ' Jan 1,2013 - Dec 31, 2013
1 Wage Rate Increases
Pay Period 12, May 12, 2013 1.50%
Pay Period 24, October 27, 2013 A o 1.50%
2 StepIncreases ‘ v, ~ Resumed’
3 EUniform Alowanee ! SR IS O Resumed”
4 :Hazardous Duty Pay T Resumed'
“5 Pension Contribution - » o o
1/2 the ARC - S 540%
DSA Member on ERS Board Always - - - Languoge Clarification "Onl/y »
6 Employee Contrlbutlons to Health Insurance Premiums ' -
2013 Contnbutnon Rates Effectwe Upon Adoptlon
~Smgle e e T $100
Single + child o ' $125
Sing]clsoouse e I . . 000
‘Single+farnily . S : B s
7 Employee Contributions to Dental Insurance Premiums -
2013 Contribution Rates: ... ... ... Etective Upon Adoption
Singl o R
Smgle +child ‘ $6
. Smgle+spouse . . . e B B
Single + family ) $6 v
8 Flexible Spendlng Account CO"t”b“th" Non-Negotiable; County Ordinance Now Applies
9 Vacation Benefits for New Employees or Rehired Employees o Consistent with Ordmance ,
10 Sick Leave Cap Cap at 960 Hours for New Emp]oyecs
' 1'1 L‘xrned Leave Paid at Retlrement ' ' - » Accrued L/:ave Pald in Lump Sum at Retlrement
12 ~Ret1rement Benefts Vesnng - ' . New Employces Hired after 1/1/12 Vested after 5 Years

This table and the tables that follow show the changcs between the pflor S/eélr contract and the pirolno‘se‘d contract. With

respect to these provisions, they would have resumed automatically on January 1, 2013 because the 2009 - 2012 agreement

granted the County the right to suspend for one year only. Therefore, the recommencement of steps, uniformallowance,

and hazardous pay is not a change from the prior year contract for purposes of this fiscal note and is not calculated as such,

but is shown here and in the following tables for mformatlonal purposes only.

The 2009 - 2012 agreement includes a provision to provide a flexible spending account (FSA) contrlbutlon for DSA members.

Due to Act 10, this contribution is no longer considered a negotxab]e 1tem and County Ordinance applies. For 2013, County

Ordinance allows for the contribution to an FSA if the employee is contributing to his pensi ion. Therefore, DSA members

received a contribution in 2013 equal to most other employees in the County This ltem 1s shown here for informational
purposes only, and is not mcluded in thc fiscal xmpact ofthe sncccssor agrecment
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The following tables present the fiscal impact summary for 2013:

~ Table 2: Fiscal Impact by Year )
Deputy Sheriff Association Contract for 2013

Preposcd Offer
Offer RatifiedbyDSA  August 19,2013
Perlod Covered by Contract o ' Jan 1 2013 -‘Dec 31, 2013
. 013
1 Wagc Rate Increases .
Pay Period 12, May 12,2013 - 1.5% ' s R 160,780
‘Pay Period 24, October 27,2013 - 1.5% 5 23,154
2 ‘StepIncreases Resumed $ ) T ' _
Sub-Total Wages ‘ ' o ' 183933
FICA 7.65% , , , 14,100
Pension 10.8% 19,900
Sub-Total Wages and FICA - 217,933
S Uiform AllwnceResumed -
4 Haz'lrdous Duty Pay Resumed o ) - o B i
5 Pension Contrlhutlon 6 59% to 5. 4 /o : 54,840
‘ 6 ‘Ii;mployee Contnbutlons to He'\lth Insurancc Premlums k o - - ' k (32,760)
7 anloyec Contributions to Dental Insurance Premmms - o - k ' k (138)
g Flexible Spending Account Contrlbunon : ) -
9 Vacation Benefits for New Employees or Rehired FJnnpl‘oyees“ ‘ o o k ' -
0 SlckLeachap AT s s o S . . ]
11 E'\rnedLeavePmdatRetlremcnt e e .- . - U — . . SR
12 RetlrementBeneﬁts Vesting ‘ 27,742
Total Wage andBencﬁtChangeﬁM e $ e PR o 267617
Amounts Used in Calculations: ) o o ; ) o
Number of Positions 285.0
Full-time equ ivalents including Overtime : ' ' 308.9
Total calculated Wages ' $ “20,089,812
Average wage rate/hour $ 3127
’ Total base wages k $ 19,905,879
- Annual Lift Pentg Wages on base wage o ) » ) ) ) 0.92%
AnnualLift Pentg All Costs onbasewage 134%

* This table shows the cost of the changes between the prior year contract and the proposed contract. With respect to these
provisions, they would have resumed automatically on January 1,2013 because the 2009 - 2012 agreement granted the
County the right to suspend for one year only. Therefore, the recommencement of steps, uniform allowance, and hazardous
pay is not a change from the prior year contract for purposes of this fiscal note and is not calculated as such, but is shown here
for informational purposes only.

¢ Although the status of the FSA contribution is different from the prior year contradt due to Act 10, this contribution is no longer
a negotiable itemand County Ordlnance apphes For 2013, County Ordmance allows for the contnbutxon to an FSA

L4

1fthe employee is contributing to the pension system. Therefore, DSA members recelved a contribution in 2013 equal to most
~other employees in the County. This item is shown here for mfonnatlonal purposes only, and is not mcluded in the fiscal unpact

ofthe successor agreement
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CHANGES IN PROPOSED CONTRACT:

Following are the changes that are in the proposed contract agreement for with the DSA:

1. Wage Rate Increases

The proposed agreement provides for a wage increase of 1.5 percent in pay period 12 of 2013
(May 12, 2013) and another 1.5 percent in pay period 24 (October 27, 2013):

Item Date Description 2013 Annual 2014 Annual
Effective Cost/(Savings) Cost/(Savings)
1 May 12,2013 Wage Increase - 1.5% $160,780 $298,588
October 27, 2013 Wage Increase - 1.5% $23,154 $303,067

For purposes of this fiscal note, the wage increases are staggered in the 2" and 4™ quarters of
the contract period. Therefore, the impact on the 2013 budget will be less than the full
impact that will be realized in the 2014 budget. The last wage increase given to the Deputy
Sheriff’s was in the 2009 - 2012, which provided a 4.0 percent increase effective October 28,
2012. For 2013, non-represented employees received a wage increase of 1.5 percent
effective May 12, 2013. No other wage increases are scheduled for non-represented
employees in 2013.

The wage costs do not include the cost of step increases.

2. Step Advancements Resumed
The proposed agreement continues previous provisions of the 2009 — 2012 agreement that
allow for step increases.
Item Date Description 2013 Annual 2014 Annual Annual
Effective Cost/(Savings) Cost/(Savings) Cost/(Savings)
2 January 1, 2013 Step Increases $0 $0 $74,294
Reinstated

Generally, this fiscal note provides the fiscal impact of any changes between agreements.
The 2009 — 2012 agreement included a provision for a one-year freeze on step advancements
in 2012 allowing the County to achieve savings for a one year period with respect to DSA
members. In comparison to most other unions and non-represented employees, DSA
members were only subject to a one-year freeze while the others had a two-year freeze.
Barring any further action, step advancements automatically resumed effective January 1,
2013. Because this reinstatement is not technically a change between the contracts, its fiscal
impact is not included. However, the cost of step advancements has been provided as an
informational item.

There are 32 represented members that either have received or will receive a step increase for
2013. The previous contract froze step increases for 2012. The step increase is $0.97 per
hour or 3.5% over average wage rates.
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3. Uniform Allowance Resumed

The proposed agreement continues the previous provisions of the 2009 — 2012 agreement
that allow for uniform allowances.

Item Date Description 2013 Annual 2014 Annual Annual
Effective Cost/(Savings) Cost/(Savings) Cost/(Savings)
3 January 1, 2013 Uniform Allowance $0 $0 $121,125
Reinstated

Generally, this fiscal note provides the fiscal impact of any changes between agreements.
The 2009 — 2012 agreement included a provision for a one-year freeze on uniform
allowances. Therefore, barring any further action, uniform allowances automatically
resumed effective January 1, 2013. Because this reinstatement is not technically a change
between the contracts, its fiscal impact is not included. However, the cost of uniform
allowances has been provided as an informational item.

For 2013, 285 members are eligible for a uniform allowance of $425 per person. This
allowance was suspended for 2012, but is reinstated in 2013.  For 2013, the requirement to
pay this allowance by separate check is ended.

. Hazardous Duty Pay Resumed

The proposed agreement continues the previous provisions of the 2009 — 2012 agreement
that allow for hazardous duty pay.

Item Date Description 2013 Annual 2014 Annual Annual
Effective Cost/(Savings) Cost/(Savings) Cost/(Savings)
4 January 1,2013 - | Hazardous Duty Pay $0 $0 $213,750
Reinstated

Generally, this fiscal note provides the fiscal impact of any changes between agreements.
The 2009 — 2012 agreement included a provision for a one-year freeze on hazardous duty
pay. Therefore, barring any further action, hazardous duty pay automatically resumed
effective January 1, 2013. Because this reinstatement is not technically a change between the
contracts, its fiscal impact is not included. However, the cost of hazardous duty pay has been
provided as an informational item.

For 2013, 285 members are eligible for a hazardous duty payment in November of each year
of $750 per person. This pay was suspended for 2012, but reinstated in 2013.
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5. Pension Contribution — One-Half the Annual Required Contribution

The proposed agreement amends the pension contribution language to require payment of the
Annual Required Contribution (ARC), rather than a specific percentage.

Item Date Description 2013 Annual 2014 Annual
Effective Cost/(Savings) Cost/(Savings)
5 Upon Ratification Pension Contribution of $54,840 $212,811
5 the ARC
DSA Member on ERS
Board Always

Employee contributions required under Wisconsin State Statute are based on an actuarial
analysis and require that one-half of the ARC be contributed by employees. Although
Wisconsin State Statute does not require protective services to pay one-half the ARC, the
actuary calculates the percentage that would be required by protective services in Milwaukee
County (Deputy Sheriffs Union and Firefighters) if they were to contribute one-half the
ARC. DSA members agreed to pay the actuarially determined amount of 6.59 percent for
2012, which was included in the the 2009 — 2012 agreement. The percentage was based on
the actuarial report for 2011. The actuarial report for 2012 provides the contribution rate for
2013, which is currently 5.4 percent. All other employees (non-protective services) are
paying 4.4 percent. It is typical that protective services contribution rates are higher than
other employee groups due to the fact that they have higher benefit levels for the pension
plan. The rate will fluctuate from year to year. Plan members have continued to pay the
6.59% to date based on the 2009 - 2012 agreement.

The addition of one DSA member to the ERS board membership was made in 2009 — 2012

agreement. The language included in the proposed agreement is for clarification purposes
only.

6. Premium Contribution Increase for Health Care

Item Date Description 2013 Annual 2014 Annual
Effective Cost/(Savings) Cost/(Savings)
6 October 1, 2013 Health Care ($32,760) ($131,040)
Contribution Increase

Effective on October 1, 2013, members would contribute to health care premiums at the same
level as most other employees. The proposal amends rates so that DSA members are on the
same four-tier system as most other County employees. However, since the contract savings
would only be achieved for three months of 2013, the impact for 2013 would be minimal.
These rates will remain effective until that successor agreement is negotiated.

The rates are as follows:

Current Rate Structure (monthly) | Proposed Rate Structure (monthly)
Single | $85 Single | $100
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[ Family | $170 Single + Child (ren) $125
Single + Spouse $200
Single + Family $225
7. Premium Contribution Increase for Dental Insurance
Item Date Description 2013 Annual 2014 Annual
Effective Cost/(Savings) Cost/(Savings)
7 October 1, 2013 Dental Contribution ($138) ($552)
Increase

The proposed agreement provides for increased contribution rates for dental insurance.
These changes would become effective on October 1, 2013. Therefore, the impact for 2013
would be minimal. For 2014, the County would achieve the full year savings. The proposal
amends rates so that members are on the same four-tier system as most other employees.
These rates will remain effective until a successor agreement is negotiated.

The rates are as follows:

Current Rate Structure (monthly) | Proposed Rate Structure (monthly)
Single $2 Single $3
Family $6 Single + Child (ren) $6

Single + Spouse $6

Single + Family $6

. Flexible Spending Account (FSA) Contribution

The 2009 — 2012 agreement included a provision for the County contribution to the flexible
spending accounts of DSA members. These amounts were $500 for single, $1,000 for a
single + one plan, and $1,500 for a family plan. It was later determined that this benefit is no
longer a negotiable item due to Act 10. For 2013 and beyond, County Ordinance applies to
DSA members with respect to the FSA contribution. County Ordinance requires that in order
to be eligible for an FSA contribution, the employee must be contributing to the pension
system. Therefore, DSA members received an FSA contribution equal to most other County
employees for 2013, which was $600 for single, $1,440 for single + child(ren), $1,200 for
single + spouse and $1,800 for family. This information is provided for informational
purposes only and is not used in calculated the fiscal impact of the proposed agreement.

9. Vacation Benefits for New Employees or Rehired Employees

Item Date Description 2013 Annual 2014 Annual
Effective Cost/(Savings) Cost/(Savings)
8 October 1, 2013 Vacation Benefits for $0 $0

New Employees are
Rehired Employees.
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The proposed contract provides for the same treatment for new DSA members or rehired
DSA members when providing a vacation allotment at the commencement of employment as
most other employees receive through County Ordinance. During the first year of
employment, DSA members are granted a proportional share of their hours of vacation
entitlement based on the number of full calendar months remaining in the calendar year in
which the employee was first hired or in which the employee will be rehired, divided by 12
and rounded up to the nearest whole hour.

In addition to the allotment, County Ordinance specifically denies the payout of any unused
vacation if an employee separates from employment during the first year. However, the
proposed agreement does not include similar language, which creates a potential liability for
payment of unused vacation hours should an employee separate during the first year of
employment.

10. Sick Leave Cap

Item Date Description 2013 Annual 2014 Annual
, Effective Cost/(Savings) Cost/(Savings)
9 October 1,2013 Sick Leave Cap for $0 $0
New or Rehired
Employees

Under the proposed agreement, the accrual of sick leave will be limited to a maximum 0f 960
hours for new or rehired employees hired after the ratification of the 2013 agreement. This
action is similar to that taken for most other new or rehired employees in 2012. In addition,
most employees derive no benefit from sick time accrued after June 24, 2012 or January 1,
2013, depending on the union. However, DSA members retain the benefit of additional
pension service credit for each hour of sick allowance balance they continue to earn and
maintain at the time of retirement. Although there is no direct fiscal impact on this action in
2013 or in the short-term, the current agreement for DSA members directly contributes to an
increase in pension liability as unused sick hours are used to increase pension credits.
Limiting the number of sick hours accrued limits the additional pension credit earnable to
960 hours, or less than one-half year.

11. Earned Leave Paid at Retirement

Item Date Description 2013 Annual 2014 Annual
Effective Cost/(Savings) Cost/(Savings)
10 October 1, 2013 Accrued Leave Paid in $0 $0

Lump Sum at
Retirement

Under the proposed agreement, DSA members would be required to take a lump sum payout
of their accrued time off at retirement. They would no longer be able to extend their
retirement date beyond their last day worked by using accrued time off. This is consistent

with how all other non-protective services employees are treated.
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This change provides potential savings to the County for DSA members that were hired after
July 1, 1995 with respect to the provision of health insurance. DSA members previously
allowed to go into extended payout would remain on the County’s health and dental plan and
pay the same premium as active employees during the duration of the payout. Although the
current year savings is minimal, the future savings could exceed $500,000. This assumes
that the County no longer would pay three months of health insurance during the payout
period for 136 DSA members hired post July 1, 1995. At current COBRA rates that savings
is $593,000. However, since the County has little experience to base this assumption on with
regards to post-1995 hires, it is difficult to forecast a more accurate savings.

In addition to the savings related to health and dental insurance, savings is also achieved by
eliminating the ability to earn additional holiday or vacation during an extended payout
period. For example, if an employee retired near the end of the year with an extended payout
period into the following year, that employee would be granted another full year of his
vacation allotment. At present, a majority of DSA employees choose to be paid in a lump
sum, so it is difficult to forecast a more accurate savings.

12. Retirement Benefits — Vesting

Item Date Description 2013 Annual 2014 Annual
Effective Cost/(Savings) Cost/(Savings)
10 October 1, 2013 Employees Active on or $27,742 $27,742

After 1/1/2012 Vested
after 5 Years of Service

The proposed agreement provides for the vesting of all DSA members active or hired after
January 1, 2012 after five years of service. The vesting change would increase the ERS
present value of future benefits and the ongoing annual normal cost. Based on the current
census, all but four DSA members have at least 10 years of service and are already vested
under the current plan provisions. Therefore, the direct fiscal impact for 2013 is an increase
in the normal cost of $27,742. However, as additional new DSA members are brought on
over time, this action will increase the normal cost as compared to a DSA member who
would have a 10 year vesting requirement.

Budgetary Fiscal Impact

The proposed agreement is intended to complete negotiations for the 2013 calendar year. The
2013 Adopted Budget did not include appropriations for a wage increase or for a pension
increase. The budget, however, included the anticipated revenue from a pension contribution
percentage of 5.4 percent and employee contributions to health and dental premiums at the 2012
levels. Therefore, the County will achieve unbudgeted revenue that is available to offset the
wage cost increase and normal cost increase. In total, the 2013 fiscal impact of the contract is
approximately $54,000. This additional expenditure will either need to be absorbed with the
Sheriff’s budget or covered through funds within the Contingency.

Fiscal Note for Proposed Agreement with the Deputy Sheriffs Association —2013

September 3, 2013

Page 9



Table 3: 2013 Budgetary Fiscal Impact
Deputy Sheriff Association Contract for 2013

r ey
Cost —_— |
- 'Wégé Contract Cost - Y 217,933
Uniform and Hamrdous Duty P”ay” e R
' Pension Plan Contributon . (157,971)

Contributions to Health Insurance - o ‘ (32,898):
FSA Contribution - - v -
' other Benfits . e o
5 year vesting ‘ ' ’ 27,742
Total Cost , B -—-——————-——— — 54;806
i Funding Source _ , N ,
. Prior Year Funds ; -
Current Year Appropriations - .
~ Total Sources : . T
Additional Resources Required/(Available) $ 54806

Wage and Benefit Lift for 2013

The following table projects the cumulative dollar change and percentage lift in costs for the
proposed contract. It includes costs for 2013, as previously shown in the other schedules, but on
an annualized basis. This is the minimum cost the County will continue to pay in future years
barring any changes within successor agreements. For 2013, the cumulative lift is 3.02 percent
for wages alone and 4.13 percent for all costs.
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. Table 4: Cumulative Lift for 2013
. Deputy Sheriff Association Contract for 2013

- Ak.yv‘l"f»allcast&Wéréanhudliéed‘ R

1 Wage Rate Increases
Pay Period 12, May 12 2013-1.5%
- .Pay Period 24, October 27 2013 15%
2 StepIncreases Resumed”
Sub-Total Wages
FICA 7.65%
' Pension 10.8%
Sub-Tolal Wages and FICA

Umform Allowance Resumed
Hazardous Duty Pay Resumed”

3
4

5 Pension Contribution - 6.59% t05.4% ‘

6 Employee Contributions to Health Insurance Premiums
7] Employee Contributions to Dental Insurance Premlums

g -Flexible Spending Account Contribution”

9 Vacatlon Beneﬁts for New Employees or Rehlred Employees

10 Sick Leave Cap

11 Earned Leave Paid at Retn'ement
12 Retirement Benefits - Vestmg

Total Wage and Beneft Change

Amounts Usedin Calc'ulations :

Number of Positions
Full-time equivalents

Total calculated Wagcs

: AverageWagerate/hour e

' Total base wages

. 'Cumulatwe Llﬂ Pcntg Wages on base wage e et e

. Cumulative Lxﬁ,Pcntg..A.!! Costs on base wage

5

' P‘ro'pose‘d Offer

provisions, they would have resumed automatically on January 1,2013 because the 2009 - 2012 agreement granted the

County the right to suspend for one year only. Therefore, the recommencement of steps, uniform allowance, and hazardous
pay is not a change fromthe prior year contract for purposes of'this fiscal note and is not calculated as such, but is shown here

for informational purposes only.

‘Cumulative Cumulatlve bCost/(Svgs)
' Total Lift A Llft% i Per Actlve
298,588 1.50% 1,048
303,067 1.52% 1,063 -
; e
601655 3.02% 2,111
: 46027 023% 161
64979 0.33% 228
712,661 3.58% 2,501
- 0.00% -
- 0.00% -
212,811 1.07% 747
(131,040)  -0.66% (460)
(552)  0.00% @
- 0.00% -
- 0.00% -
- 0.00% .
1 27742 014% 97
821,62 413% 5 2883
285
309
zo 507534f
3192
19905879
3.02%
4%

This table shows the cost of the changes between the prior year contract and the proposed contract. With res pect to these

® The 2009 - 2012 agreement mcludes a provision to provide a flexible spendmg account (FSA) contribution for DSA members.
Due to Act 10, this contribution is no longer considered a negotlable itemand County Ordmance apphes For2013, County

Ordinance allows for the contnbutlon to an FSA ifthe employee is contnbutmg to hlS pensxon Therefore DSA members

received a contribution in 2013 eyqual to most other employees in the County. This itemis shown here for mformatlonal
purposes only, and is not included in the fiscal impact of the successor agreement.
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Administrative Costs Associated with Implementing this Contract

To implement this contract, personnel in the Office of the Comptroller and IMSD will have to
input the rate changes into the Ceridian HPW System. For wage rates, and health plan changes,
the implementation will require internal time and effort. The number of personnel hours to
complete this task has not been determined yet, but other projects may be delayed to implement
this contract.

The above information was prepared by the Office of the Comptroller and will be reviewed
independently by the Office of the Comptroller — Audit Services, Depariment of Administrative
Services and County Board Fiscal and Budget Analyst. A separate report may be issued by them
based upon their review.
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