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OFFICE OF CITY COUNCIL

SUITE 425, CITY HALL

117 W. DUVAL STREET

JACKSONVILLE FL  32202

904-630-1377

SPECIAL COMMITTEE ON CITY PENSION REFORM
MEETING MINUTES
TUESDAY, MARCH 17, 2009
3:00 P.M.

CITY COUNCIL CHAMBER
1ST FLOOR, CITY HALL

Attendance: Michael Corrigan (Chair), Warren Jones, Reginald Brown, Kevin Hyde, Stephen Joost

Subject Matter Experts: John Keane – Police and Fire Pension Fund; Alan Mosley – Chief Administrative Officer; Sheila Caulkins – Retired Employees Association
Excused: Henry Cook – Jacksonville Retirement System Board of Trustees

Guests: Council Members Clay Yarborough and John Crescimbeni
Staff: Kirk Sherman, Thomas Carter and Phillip Peterson – Council Auditor’s Office; Jeff Clements – Council Research Division; Derrell Chatmon – General Counsel’s Office; Cheryl Brown – Council Secretary; Jessica Stephens – Legislative Services Division; Sherry Hall – Mayor’s Office

The meeting was convened at 3:06 p.m. with a quorum present.  Chairman Corrigan introduced the committee members and subject matter experts and briefly described the mission of the special committee.  He noted that he had spoken with Derrell Chatmon, the Office of General Counsel’s collective bargaining attorney, about the possibility that some pension issues and discussions will necessarily involve discussion of collective bargaining matters as well. He has asked Mr. Chatmon to caution the committee as necessary when they are beginning to get into potential collective bargaining issues that must be discussed very carefully, if at all, in this committee context.  The chair also indicated that he would generally not ask for legal opinions on the spot as issues are raised in the course of committee discussions; he would prefer that the OGC take its time and present a well considered response at the next committee meeting.
Terry Wood – Pensions 101
Former City Council President Terry Wood, selected by mutual agreement of John Keane on behalf of the Police and Fire Pension Fund and Alan Mosley on behalf of the General Employees and Corrections Officer Pension Funds,  made a presentation on the basics of pensions.  He covered the differences between defined benefit vs. defined contribution plans, the actuarial valuation process, the various actuarial, demographic, economic and other assumptions that are incorporated into pension calculations, the concept of net present value, defined terms such as “normal cost” and “unfunded accrued liability”, and talked about smoothing techniques.  He provided three important points to remember with regard to defined benefit pensions: 1) pension plans are designed to be long-term in nature; 2) a pension evaluation is a snapshot of how the plan is functioning on the particular day of the valuation; and 3) all defined benefit plans have Unfunded Actuarial Accrued Liabilities (UAAL).
Mickey Miller – Current Condition of General Employee Pension Plan and Correctional Officers Pension Plan
City Chief Financial Officer Mickey Miller presented the current status of the General Employees (GEPP and Correctional Officer Pension Funds.  

The GEPP is comprised of approximately 60% City employees, 37% JEA employees and 3% other, comprising 9,685 total General Employee members (active, retired, disabled, vested terminated) and 641 Correction Officer members (553 active, 88 inactive).  The City’s required contribution to the GEPP is projected to increase from $28.3 million in FY07-08 to $38.6 million in FY09-10, while its contribution to the Corrections pension is projected to increase from $4.2 million in FY07-08 to $9.1 million in FY09-10.  The plan was 83.6% funded as of October 1, 2008.  Mr. Miller and the committee discussed the 8.4% assumed rate of return for the plan and the fact that many other jurisdictions and the State of Florida have lower assumptions (7.75% to 8%) built into their plans.

Mr. Miller also indicated that because of the creation of the defined contribution pension plan alternative, the employee contribution to all the pension plans will be slightly altered for the upcoming fiscal year.  The current 8% employee contribution will be divided into a 7.7% contribution to the pension plans and a 0.3% contribution to the cost of the disability pension coverage.  Mr. Hyde suggested the need to have a presentation on defined contribution systems at a future meeting.
Dick Cohee – Police and Fire Pension Fund update
Dick Cohee, Deputy Executive Director of the Police and Fire Pension Fund (PFPF) presented the current status of the fund which was 49% funded as of the time of the last actuarial report, down from 64% the previous year due to the state of the investment markets.  The next actuarial report is due within the next month for use in developing the FY09-10 budget.  Mr. Cohee briefly explained his packet of handouts to the committee, which included the chapters of the City Charter and Ordinance Code establishing the pension fund, a summary outline and detailed description of the plan and its benefits, the plan’s investment policy, the audited financial report for FY08, the actuarial valuation as of October 1, 2006, the GASB update for the plan as of September 30, 2008, the settlement agreement between the City and the pension plan enacted by Ordinance 2000-1164-E, and the GEPP and PFPF investment returns for the past 3 years.  
For the next meeting, Chairman Corrigan stated that the topic will be the funding history of the pension plans – how have employee and City contributions varied over the years, when were funding holidays taken, when were reserve funds utilized for other purposes, what did the Article V reforms cost the City in pension revenue, etc.  Alan Mosley suggested the need to look into the three causes of unfunded actuarial liability: 1) market losses, 2) benefit enhancements, and 3) the impact of actuarial assumptions (which mortality table is used, rate of return assumptions, etc.).

The next meeting will be held on Tuesday, April 7th

There being no further business, the meeting was adjourned at 4:54 p.m.
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