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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 SUSTAINABILITY
MEETING MINUTES
TUESDAY, SEPTEMBER 15, 2009
3:00 P.M.

CITY COUNCIL CHAMBER
1ST FLOOR, CITY HALL

Attendance: Michael Corrigan (Chair), Stephen Joost, Kevin Hyde, Warren Jones
Excused: Reginald Brown
Subject Matter Experts: John Keane – Police and Fire Pension Fund; Alan Mosley – Chief Administrative Officer; Sheila Caulkins – Retired Employees Association; Henry Cook – Jacksonville Retirement System Board of Trustees; David Kilcrease – FOP/Corrections Officer Pension Plan
Staff: Kirk Sherman and Tommy Carter – Council Auditor’s Office; Derrel Chatmon – General Counsel’s Office; Sharonda Davis – Legislative Services Division; Jeff Clements – City Council Research
Chairman Corrigan convened the meeting at 3:05 p.m. and announced that in the future the committee will meet once a month on the fourth Tuesday.  The next meeting will be on October 20th.
Current pension plans’ structure and benefits
Chief Financial Officer Mickey Miller distributed a handout that compared the General Employee Pension Plan, Police and Fire Pension Fund, Corrections Officers Pension Fund, the Florida Retirement System (regular employee and high risk employee, which would include police, fire and corrections officers) and Social Security participant system.  The comparison included the annual benefit accrual rate, normal and early retirement ages and benefits, cost of living allowance (COLA) benefits, and DROP (deferred retirement option program) accruals and benefits.  Mr. Miller pointed out the significant differences among the various plans and described the two kinds of DROP plan (back DROP and forward DROP) in some detail.  
The 3 City plans and the FRS plan are all similar in structure and operation, with some differences in the annual benefit accrual rates, number of years to normal retirement, and COLA and DROP provisions.  Social Security is based on a very different formula methodology and includes a “windfall elimination” provision that reduces the Social Security benefit paid to persons who are also covered by a government pension plan such as the City’s or FRS for other employment covered under Social Security.  Mr. Miller pointed out that the FRS system is entirely employer-funded – employees make no salary contribution toward their pension, but are covered by Social Security and so pay 6.2% of covered salary for that benefit.
John Keane, Executive Director of the Police and Fire Pension Fund, distributed a handout describing the Police and Fire Pension Fund system and benefits.  The primary differences between PFPF and the General Employees pension are that “normal retirement” is reached after 20 years of service with no age restriction rather than 20 years and age 55 or 30 years with no age restriction for the GEPP (both plans reach a maximum accrual rate of 80%, in 30 years for PFPF, 32 years for GEPP); employees directly contribute 7% of their salary to the plan rather than the General Employees’ 8%, with an additional 1% being paid from the Member Reserve account funded by state-shared insurance premium rebates (the “chapter funds”); and the PFPF COLA  has a 1-year rather than a 5-year waiting period .  In response to a question Mr. Keane explained that the assumed rate of return on DROP plan accounts is 8.4% because that is the assumed rate of return for the pension fund as a whole, which is where the individual DROP account funds are invested.  He also described the various options retirees have for taking their pension and DROP benefits, and explained the options for spouses to make an additional benefits decision upon the death of the retiree.
David Kilcrease, Co-Chairman of the Corrections Officer Retirement Plan Advisory Committee, distributed a handout and outlined the Corrections Officers Retirement Plan.  For the most part the details of the plan are very similar to the design of the PFPF with several notable differences.  The plan participants pay 8% of base salary to the plan like the GEPP; the plan does not receive a contribution from “chapter funds”.  The retirement benefit is based on the highest paid 78 consecutive pay periods (3 years) within the last 10 years of employment versus the PFPF’s 52 consecutive pay periods (2 years).  Mr. Kilcrease noted that there are two major differences between the CORP and the FRS plan: 1) FRS allows a maximum accrual of up to 100% of final monthly compensation, not the 80% under the City’s plan; and 2) the FRS plan includes overtime pay in the calculation to determine the monthly benefit, and the City plan does not.
The committee briefly discussed the appropriate funding percentage for a pension plan to be considered “fully funded” for purposes of granting new benefits.  Mickey Miller noted that he and Girard Miller, who spoke at an earlier meeting, recommend a funding percentage of 118-120% to be considered fully funded.  
Based on a typical pension fund investment portfolio of 60% equities and 40% bonds, this would permit a fund to absorb a 20% reduction in the equity markets (as happens from time to time) and still be 100% actuarially funded.  Assistant General Counsel Derrel Chatmon cautioned the committee to be careful in discussing the adoption of formal limitations on the granting of future pension benefits, as this could be a subject for collective bargaining.  Council may establish policies in this area, but there must always be a mechanism for waivers or exceptions should the collective bargaining process produce an agreement that does not fit within the parameters of the policy.
John Keane reported that the PFPF has recovered 28.4% of its lost value since the equity markets bottomed out in March 2009.  In response to an earlier comment, he suggested that the PFPF’s current practice of having an actuarial study done every 3 years if preferable to having one every year.  The 3 year cycle has a smoothing effect that keeps pension contribution requirements from wildly gyrating year to year in response to the performance of the investment markets.  
The committee discussed the relative merits of DROP plans, including the savings to the City in not having to make pension contributions on behalf of active workers who have chosen to participate in DROP and whether or not DROP participation actually saves salary dollars by eventually replacing higher paid long-tenured employees with lower paid entry-level workers as vacancies trickle down through the employment system.
There being no further business, the meeting was adjourned at 4:11 p.m.
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