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 9 
A ORDINANCE concerning 10 

Appropriation of Property Tax Revenue Above Estimates to Fund a Cost of Living 11 
Adjustment for All City of Annapolis Employees at a Rate of 1% Retroactive to July 1, 12 

2013 and 3% Effective January 1, 2014 and Other Employee Benefits Including Pension 13 
and Other Post Employment Benefits 14 

FOR the purpose of appropriating property tax revenue above estimates to fund a Cost of 15 
Living Adjustment (COLA) for all City of Annapolis employees at a rate of 1% retroactive 16 
to July 1, 2013 and 3% effective January 1, 2014 and other employee benefits including 17 
pension and other post employment benefits (OPEB). 18 

 19 
WHEREAS,  the City of Annapolis’ actual tax levy exceeded appropriated property tax 20 

revenue estimates; and 21 
 22 
WHEREAS,  the City Council of the City of Annapolis ratified agreements with the City’s 23 

collective bargaining units on October 28, 2013 that provided for Cost of 24 
Living Adjustments (COLAs) of 1% retroactive to July 1, 2013 and 3% 25 
effective January 1, 2014; and 26 

 27 
WHEREAS,  the City of Annapolis and its employees have agreed to increase their 28 

respective pension and OPEB contributions; and 29 
 30 
WHEREAS,  consistent with past practice, the City of Annapolis has approved the same 31 

COLA percentage for all other employees not covered under the collective 32 
bargaining agreements; and 33 

    34 
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WHEREAS,  the City Council intends to appropriate the property tax revenue above 1 
estimates to employee COLAs in the amount of 1% retroactive to July 1, 2 
2013 and 3% effective January 1, 2014. 3 

 4 
NOW THEREFORE:  5 
 6 
 SECTION I: BE IT ESTABLISHED AND ORDAINED BY THE ANNAPOLIS CITY 7 
COUNCIL that the Fiscal Year 2014 operating budget is amended as follows:  8 
increase property tax revenues and all departmental salaries and benefits expenses accordingly 9 
by $1,324,892.80 per the table, below. 10 
  11 
  12 
  13 
  14 
  15 
  16 
  17 
  18 
  19 
  20 
  21 
  22 
  23 
  24 
  25 
  26 
  27 
  28 
  29 
  30 
  31 
 32 
*P&O stands for Pension and Other Post Employment Benefits. 33 
  34 
 SECTION II:  AND BE IT FURTHER ESTABLISHED AND ORDAINED BY THE 35 
ANNAPOLIS CITY COUNCIL that this Ordinance shall take effect with respect to the 1% 36 
COLA, retroactively to July 1, 2013; and with respect to the 3% COLA, on January 1, 2014. 37 
 38 

ADOPTED this _______ day of _________, __________. 39 
 40 
 41 

ATTEST:  THE ANNAPOLIS CITY COUNCIL 

 BY  

Regina C. Watkins-Eldridge, MMC, City Clerk  Michael J. Pantelides, Mayor 
 42 
 43 
 44 
 45 

 FY 2014 
Fire 208,786.37 
Police 213,647.90 
   Subtotal 422,434.27 
  
AFSCME 224,676.92 
Civil Service 300,892.00 
Exempt 85,443.98 
   Subtotal 611,012.90 
  
Contract 66,258.09 
Temporary 5,314.60 
   Subtotal 71,572.70 
  
Total Salaries 1,105,019.87 
  
P&O Impact* 219,872.93 
  
Total Budgetary 
Impact 

1,324,892.80 
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EXPLANATION 1 
CAPITAL LETTERS indicate matter added to existing law. 2 

[brackets] indicate matter stricken from existing law. 3 
Underlining indicates amendments.  4 
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Staff Report 
 

Ordinance O-39-13 
 

Appropriation of Property Tax Revenue Above Estimates to Fund a Cost of Living 
Adjustment for All City of Annapolis Employees at a Rate of 1% Retroactive to 

July 1, 2013 and 3% Effective January 1, 2014 and other Employee Benefits 
Including Pension and Other Post Employment Benefits 

 
The proposed ordinance would appropriate $1,324,892.80 in property tax revenue above 
the amount appropriated in the Fiscal year 2014 operating budget to fund a Cost of 
Living Adjustment (COLA) for all City of Annapolis employees at a rate of 1% retroactive 
to July 1, 2013 and 3% effective January 1, 2014 and other employee benefits including 
pension and other post employment benefits (OPEB).   
 
The proposed ordinance is intended to help solve long-term financial obligations.  The 
current amount of unfunded pension liability is $16,567,623, leaving the pension 90% 
funded.  By 2027, it is expected that the pension would be 83% funded.  The current 
amount of OPEB liability is $35,521,000 and such liability is expected to increase to 
$51,500,000 in the next 20 years. 
 
Interest-Based Bargaining (IBB) Process 
Representatives from the City of Annapolis and its four union locals worked during the 
last half of 2012 to study the Police and Fire pension plan, Other Post Employment 
Benefits (OPEB) and Deferred Retirement Option Plan (DROP).  Their efforts developed 
into the interest based bargaining (IBB) process that occurred in 2013. The IBB process 
involved the teams from the City, AFSCME Locals 3162 and 3406, IAFF Local 1926 and 
UFCW Local 400. The City team consisted of the City Manager, Human Resources 
Director, Finance Director, Police Chief, Fire Chief, two members of the City Council, a 
representative from the City Financial Advisory Commission and the chair of the 
Employee Feedback Committee representing the non-union City employees. 
 
The IBB teams collaboratively addressed specific subjects of bargaining, such as wage 
and benefit issues. The purpose was to enter into a collective problem-solving process in 
which the participants shared information and ideas while exploring solutions to 
challenges they had jointly identified in greater depth. By focusing on shared mutual 
interests to those challenges, the representatives for each unit were more able to satisfy 
the other parties' interests as well as their own and come to agreement on solution(s). 
 
IBB Goals and Objectives 
The primary goals and objectives that were either determined prior to the first IBB 
meeting or were the outgrowth of collective problem solving are as follows: 
1. Adequately fund the Police and Fire Retirement Plan and OPEB based on actuarial 

calculations. 
2. Secure a four-year agreement for each bargaining unit in order to fully implement all 

of the agreed upon changes during a single contract period. 
3. Phase in funding for retiree health over the four years of the agreements. 
4. Create an OPEB trust. 
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5. Create a Voluntary Employee Beneficiary Trust (VEBA) for non-public safety 
employees in order to pre-fund their retiree healthcare and eliminate that portion of 
OPEB liability. 

6. Establish wage increases that are consistent across all collective bargaining 
agreements that utilize the City's available cash flow over the four years of the 
agreements and are consistent with surrounding jurisdictions. 

7. Create a three-year DROP for Police and Fire that is cost neutral 
8. Make appropriate health plan changes to cover employee costs towards funding of 

OPEB and VEBA. 
9. Move to a Consumer Price Index model of COLA which is linked to employee 

performance. 
 
 
 
IBB Results 
1. Agreed upon phased in increases in employee and City contributions to the Police 

Fire Retirement Plan and several changes in the Plan which will have the Plan fully 
funded immediately and keep it at funding levels from 96% to 101% over the next 20 
years. 

2. Achieved a four-year agreement with all four bargaining units which allows for the full 
implementation of all aspects of the agreement. 

3. Established retiree health funding rates of 3% for each of the four years of the 
agreements, which will enable the City to switch from PAYGO funding of retiree 
healthcare to paying from the OPEB Trust in 20 years. 

4. Successfully created an OPEB trust for Public Safety employees and some current 
general employees in which the City will contribute 2% of total payroll annually and 
the employees will contribute an additional 1% through either savings via health plan 
redesign or new employee contributions of 1%. 

5. Created a VEBA for all new non-public safety employees and for current employees 
who choose to enroll. These employees and Public Safety employees may also fund 
a VEBA through donations of annual leave in excess of a predefined limit. These 
employees will have their retiree healthcare pre-funded and will not be part of the 
City's future OPEB liability. 

6. Wage increases from FY14 through FY16 will total 10% with a re-opener in the fourth 
year. The funding requirements work with the City's cash flow requirements. 

7. A cost neutral DROP was created for Police and Fire that requires three years of 
participation. 

8. IBB representatives chose health plan design changes that provided around 
$375,000 in savings to cover current employees' 1 % contribution to OPEB or VEBA. 

9. The re-opener for the fourth year will consider moving to a system tying COLAs to 
the Employment Cost Index (ECI) and linking such increases to an individual 
employee's performance. 

 
 
 
 
Prepared by Paul Rensted, Human Resources Director, at PMRensted@annapolis.gov 
and 410-263-7998 and Bruce Miller, Finance Director, at BTMiller@annapolis.gov and 
410-263-7952. 
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