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       1                   P R O C E E D I N G S

       2   November 17, 2009                       3:12 p.m.

       3                         -  -  -

       4             THE CHAIRMAN:  Good afternoon, ladies and

       5        gentlemen.

       6             We'll call to order the Special Committee

       7        on Pension Sustainability meeting.

       8             Good afternoon.

       9             Let the record reflect that council members

      10        Joost, Jones, and Corrigan are here.

      11        Councilmember Hyde is excused, and

      12        Councilmember Brown may be joining us in a few

      13        moments.

      14             I welcome, again, our subject matter

      15        experts that are here again today and the staff

      16        from the Council Auditor's Office and the

      17        Office of the General Counsel, and, of course,

      18        most importantly my aide, Dianne Smith, right

      19        back here in the back.  So good afternoon and

      20        welcome to all of you.

      21             Today we have a fairly -- we don't really

      22        have an agenda, per se, at all.  John Keane and

      23        I had a conversation.  He brought -- had some

      24        updates that he wanted to bring to us.  I've

      25        asked him to come -- give those to him.  We
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       1        continue to see pension sustainability in the

       2        media.  It doesn't really affect our work that

       3        much, I think, at this point, but I think we

       4        still need look at two things.

       5             One issue is I think we've still -- this

       6        committee can do the most work on is the

       7        unfunded liability in the normal cost of our

       8        pensions, and I'm looking to maybe break us up

       9        into a couple of little smaller committees to

      10        have a committee member and a couple of subject

      11        matter experts work on that a little bit and

      12        come back with some more detailed information or

      13        recommendations so that we can start working on

      14        kind of having a recommendation side of that --

      15        that work that we're doing.  So we will talk

      16        about that in a few minutes.

      17             But let me start today -- unless somebody

      18        else has something they need to announce -- with

      19        John Keane to update us on the two handouts that

      20        he passed out.

      21             MR. KEANE:  Thank you very much,

      22        Mr. Chairman and committee members and guests.

      23             Our first handout is dated November 17th,

      24        and it tracks the recovery of the Police and

      25        Fire Pension Fund over the last 252 days.  You
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       1        will recall from our previous meetings and the

       2        information in the committee file, we have been

       3        providing the committee and the City

       4        administration with periodic updates of the

       5        recovery of the pension fund since the market

       6        troth on March the 9th.  We had Mr. Miller here

       7        from California who came out, and I think

       8        everyone agrees that March the 9th was the

       9        bottom of market.

      10             Since that day, March the 9th, 252 days

      11        ago, the Police and Fire Pension Fund has

      12        recovered $210 million in market gains, which is

      13        a return of 30.32 percent, which is a strong --

      14        strong performance under any circumstances.

      15             Now, during the past eight months, Dick

      16        Cohee and I have been reporting on numerous

      17        occasions that we thought that the market had

      18        bottomed out and the recovery was, indeed,

      19        underway.  We have noticed a couple of times

      20        that there's been some backslide in the market,

      21        but last week two of the richest men in the

      22        world, Warren Buffet and Bill Gates, got

      23        together in New York, much like Dick Cohee and I

      24        do here in Jacksonville, and they announced to

      25        the world that the global financial crisis is
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       1        over, that the stocks have bottomed out, that

       2        fiscal panic can be relegated to history, and

       3        that the recovery is underway.

       4             I hope, as we have been hoping since March,

       5        that they are right and we join them in their

       6        observations.

       7             Some of the comments they made at Columbia

       8        University, they talked about the problems we

       9        still have in this country.  You know, there are

      10        thousands of people who remain unemployed.

      11        There are millions of jobs that have been

      12        outsourced to the far east and South America.

      13        It's not all roses and cream or peaches and

      14        cream or whatever, but we're -- we believe the

      15        worst is behind us, and we're on the recovery.

      16             I spoke to the Duval Delegation last week

      17        during their organizational session and reported

      18        to them that we did not want any State money.

      19        We wanted their help in getting the state

      20        statute amended so that we could make money here

      21        with the Police and Fire Pension Fund and reduce

      22        the demands on the general fund.

      23             Previously, we have written to the

      24        City Council, and the Council had adopted a

      25        resolution urging the legislature to amend
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       1        Chapters 175 and 185 to permit a greater range

       2        of investments for Police and Fire Pension

       3        Funds.

       4             It's not a new project.  Chief Financial

       5        Officer Miller and I have been working on this

       6        project while he was assigned to the Orlando

       7        City Hall.  It's not an easy project.  It's

       8        taken a long time.

       9             So we would like to see if the committee

      10        would entertain the thought of adopting a

      11        resolution -- or recommending the City Council

      12        adopt a resolution to amend Chapter 112.  We'll

      13        forget all about 175 and 185.  We'll skin the

      14        cat another direction.

      15             We would like to propose an amendment to

      16        Chapter 112 of the Florida Statute which governs

      17        the operation of the Florida Retirement System

      18        and all of the general employee pension funds

      19        throughout the state.  That particular statute

      20        says in part that, if there is not another

      21        statute on the books providing investment

      22        guidance, this section will control.

      23             Well, over in 175 and 185, we have a series

      24        of outdated, backdated, and underrated

      25        restrictions that have caused severe economic
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       1        loss to the Jacksonville Police and Fire Pension

       2        Fund as well as Police and Fire Pension Funds

       3        throughout the state.

       4             And, therefore, we think that the way to go

       5        forward from here is to amend 112 to say,

       6        "Notwithstanding any statute to the contrary,

       7        this section will control," and maybe we ought

       8        to get them that way.

       9             And we look for y'all's advice and guidance

      10        and help in moving that on to the City Council,

      11        and that is suggestion number one for today.

      12             THE CHAIRMAN:  Okay.  Can you take a

      13        comment -- or question from Councilmember

      14        Joost?

      15             MR. JOOST:  Is that the section that

      16        does -- that says all the investments basically

      17        have to be domestic and, therefore, you're not

      18        allowed the same opportunities as private

      19        pension plans?

      20             MR. KEANE:  No.  The restrictions are in

      21        175 and 185.  They're very limited.  It says we

      22        can buy A-rated or above bonds, and we can't do

      23        this and can't do that and this and that and

      24        what have you.

      25             But it's big brother-ism.  The Florida
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       1        Retirement System does all the things they tell

       2        us we cannot do.  The General Employees Pension

       3        Plan here in Jacksonville, the Correctional

       4        Officers Pension Plan in Jacksonville, General

       5        Employees and Utility Employees Pension Funds

       6        all over Florida can do the same thing they said

       7        Police and Fire Pension Funds can't do.  That's

       8        what needs to be changed.

       9             MR. JOOST:  Okay.  So this is more than

      10        just the one that says that the investments

      11        basically have to be domestic within the United

      12        States?

      13             MR. KEANE:  That's right.

      14             Now, that's the statute -- it originally

      15        said that.  It took us to 1999 and the election

      16        of good Governor Bush get the 10 percent

      17        international in.  It took that long.

      18             MR. JOOST:  But right now it's still at

      19        only 10 percent?

      20             MR. KEANE:  July the 1st, it went to

      21        20 percent.

      22             MR. JOOST:  Okay.  Got you.

      23             MR. KEANE:  But that's just 20 percent

      24        international.

      25             Many other investment options that are
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       1        available to General Employee Pension Funds and

       2        the Florida Retirement System are still blocked

       3        to Police and Fire Pension Plans.

       4             We had our previous investment consultant

       5        analyze the impact of these investment

       6        restrictions on the Police and Fire Pension Fund

       7        in 2003.  Had we not had those restrictions the

       8        previous ten years, the pension fund would have

       9        had 250 million more dollars then than it had,

      10        and that is a large way of going to recover some

      11        of this unfunded.

      12             But we've got -- one hand is full of a

      13        hundred-pound sack of potatoes and there's a

      14        chain on one leg and a tire around the other,

      15        and it's difficult to move fast in the market

      16        with all these restrictions.  But I did talk to

      17        the Delegation, and I believe they're interested

      18        in helping us.  And we need another little push

      19        from the City Council, which may really help

      20        us.

      21             MR. JOOST:  Okay.  I understand.

      22             Thank you.

      23             THE CHAIRMAN:  John, what's the timing on

      24        the -- indicating -- the Council indicating to

      25        the Delegation they need that push, what's the
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       1        timing on that?

       2             MR. KEANE:  Well, the session is going to

       3        begin in March, so the sooner it's -- the

       4        resolution is developed and presented to the

       5        City Council the faster we can get it over there

       6        before our members.

       7             House members are limited to the number of

       8        bills they can introduce, and their allotment is

       9        starting to be soaked up.  The Senate members

      10        don't have that, but as fast as we can go, we

      11        think it would be prudent -- expeditious and

      12        prudent.

      13             THE CHAIRMAN:  I think I know the answer to

      14        this question, and Mr. Mosley -- or Mr. Miller

      15        on Mosley's behalf can answer this.  Why are

      16        there restrictions in the first place, of what

      17        you can invest in?

      18             MR. KEANE:  Mr. Chairman, the restrictions

      19        are enacted in the statute because we receive

      20        the chapter money from the State.  We get about

      21        $10 million from the State on the insurance

      22        premium rebate.  And their rule is, if you take

      23        the money, you have to follow our rules.

      24             THE CHAIRMAN:  Okay.  Mr. Miller.

      25             MR. JOOST:  (Inaudible.)
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       1             MR. MILLER:  I agree with Mr. Keane that we

       2        potentially need to do what we can to allow

       3        Police and Fire to have a reasonable range of

       4        investment options.  I'd be happy to work with

       5        him on preparing a bill or resolution for

       6        Council to consider in those circumstances.

       7             But if I could -- again, I'm Mickey Miller

       8        from the Finance Department -- Mr. Chairman,

       9        amplify for a moment on how we got to where we

      10        are with Police and Fire.  There were really no

      11        guidelines at the state level for local

      12        government general employees plans prior to the

      13        bill in 2000.

      14             The mid '60s, you established the

      15        progression of bills that result in today's

      16        Chapters 175 and 185, one for police and one for

      17        fire, and they had investment guidelines.  They

      18        had never been written by a professional.  They

      19        have been amended inconsistently and arguably

      20        irrationally at times, trying to address a

      21        question someone raised, like myself or

      22        Mr. Keane or others, but never in a wholistic

      23        overview option of what may be reasonable.

      24             Again, part of the concern is probably not

      25        what the City of Jacksonville would do with this
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       1        authority, but it's the City of -- put the name

       2        in the blank, whose police and fire plans may be

       3        separate, individual plans that may have 5 -- 50

       4        employees and may not really have the resources,

       5        the opportunities available for an institution

       6        the size of the City of Jacksonville.

       7             I'd like to comment -- come back to a

       8        question on investments later when it's

       9        appropriate, but with regard to the motion

      10        before you, I would volunteer to work with

      11        Mr. Keane to draft something for Council

      12        consideration.

      13             I'm not sure how it would be worded because

      14        the problem you have today is you have two

      15        statutes, one more broad and one more narrow.

      16        But if you think about how legislative processes

      17        work, you're trapped in the more narrow without

      18        the ability to go to the broader.  I'm not sure

      19        how you could do -- fix that problem in

      20        reverse.

      21             But I -- again, I agree, Mr. Keane and I

      22        have been having this conversation for at least

      23        20 years about how to broaden the ability.  In

      24        Orlando, I did run both Police and Fire Pension

      25        Plans, and so I've had a bit of a common
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       1        interest in trying to change this to take off

       2        the handcuffs, foot cuffs, whatever, currently

       3        imposed by 175 and 185 on the investment

       4        authority plan.

       5             THE CHAIRMAN:  All right.  Thank you.

       6             Councilmember Jones.

       7             MR. JONES:  Through the Chair to Mr. Miller

       8        or Mr. Keane, whoever wants to take this.

       9             Going back to Mr. Corrigan's question, why

      10        were restrictions placed in the beginning just

      11        on Police and Fire?  I mean, why would they

      12        discriminate against that particular fund versus

      13        all the other pension funds?

      14             MR. KEANE:  As Chief Financial Officer

      15        Miller just pointed out, in the beginning, there

      16        were no restrictions, and then they put some

      17        in.  It was in the height of the Buy America

      18        frenzy, anticommunism attitudes back in the mid

      19        '60s.

      20             As Mickey also pointed out, there's not

      21        been a professional review of those

      22        restrictions, but the bureaucrats in Tallahassee

      23        operate under the golden rule.  They have the

      24        gold; they make the rules.  If we don't follow

      25        their rules, they're not going to give us
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       1        $10 million.

       2             Now, we did successfully amend Article 22

       3        of the Charter in 2005 to grant to the

       4        Jacksonville Police and Fire Pension Board these

       5        enhanced investment options, and we got a letter

       6        from the administrator over there in Tallahassee

       7        who said, "If you do it, I'm going to keep the

       8        money."  Under that threat, we have not expanded

       9        those investments, but we have waged a guerrilla

      10        war with them filing bills in 2006, 2007, 2008.

      11             We got an increase in the international in

      12        2009.  They thought that was going to be enough

      13        to make us go away.  We did go away.  We went to

      14        the Leon County Courthouse, and we are now suing

      15        the State of Florida Division of Retirement for

      16        obstructing our rights and costing the taxpayers

      17        here in Jacksonville hundreds of millions of

      18        dollars in lost investment opportunity.

      19             When it comes to doing the right thing,

      20        we're right on top of that.  But this old,

      21        outdated law, it's hard to get rid of.

      22             MR. MILLER:  If I can attempt to address

      23        that for Councilman Jones.

      24             In the '60s, the world was different.  If

      25        you think about it, you didn't have large cap,
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       1        mid cap, small cap.  You didn't have domestic,

       2        and international was something the private

       3        sector, very rich individuals did, but pension

       4        plans as a rule didn't do.

       5             If you look at a snapshot forward to today,

       6        our consultant says he prefers not be limited by

       7        25 percent international.  The City's General

       8        Employee Pension Plan and the Police and Fire

       9        Pension Plan use the same consultant, and left

      10        to his own devices, he'd like to see that number

      11        move up toward 30 or 35 percent, but we have a

      12        statutory limit at 25, which means we're

      13        actually about 20 because you have to worry

      14        about this other investment intruding in,

      15        getting you over the magical level of 25.

      16             We would like to do better.  We also -- if

      17        we had our choices, we'd even amend the 215.47

      18        language, or the relationship of 112 to it,

      19        because they're -- they gave us certain clauses

      20        with regard to the State's guidelines on its own

      21        pension plan.  They didn't give us all of them,

      22        and they left out a few that we might want to

      23        employ.

      24             So this has been a very long-term issue.

      25        We've gone forward several times with what we
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       1        thought were reasonable proposals, but since it

       2        came from the cities -- or some unlimited number

       3        of cities -- you may or may not know, you

       4        probably do, that 175 and 185 has been largely a

       5        focus of attention by the statewide Police and

       6        Fire Pension unions, and sometimes they really

       7        haven't understood the question or they didn't

       8        like the asker, myself being one of the askers

       9        they didn't like because there was a debate

      10        between '83 and '86.

      11             We won several years and finally lost in

      12        '86, and there was another series of years

      13        where the League of Cities was trying prevent

      14        certain occurrences, and we did prevent them

      15        even to the point of having the governor veto a

      16        bill to have it turn around the next year and be

      17        the first bill passed by both legislatures with

      18        enough support to override any veto that might

      19        arise, the difference between the last year of

      20        the Chiles administration and the first year of

      21        the Bush administration.

      22             So once you're my enemy, you're always my

      23        enemy is the philosophy some tend to follow,

      24        so -- I was labeled back in '83, '84 as the

      25        enemy, so they wouldn't listen to me.
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       1             So I tried enlist John Keane, who they

       2        would listen to, to try to get a different voice

       3        in the equation.  It has not been successful.

       4        Nobody really wants to open up 175 and 185

       5        because it's a continual friction between the

       6        League of Cities and the Police and Fire

       7        Pension -- or the Police and Fire statewide

       8        Unions.  So there are some reluctant to go there

       9        because the outcome of such an evaluation

      10        exercise might be more negative than positive,

      11        so there are a lot of issues related to this.

      12             But I absolutely agree that Mr. Keane and

      13        staff have been limited inappropriately to doing

      14        the best job for the City of Jacksonville with

      15        regard to managing these resources, and that's a

      16        long-term limitation that's outstanding.

      17             MR. JONES:  And so those restrictions do

      18        not apply to the City's general pension plan?

      19             MR. MILLER:  No.  Someone discovered at the

      20        state legislature that they hadn't written rules

      21        regarding General Employee Pension Plans, and

      22        they said, "Oh, my God."  So they basically just

      23        said, you could use the State's rules, but you

      24        can't use these two or three clauses that might

      25        provide more sophisticated tools.

           Diane M. Tropia, P.O. Box 2375, Jacksonville, FL 32203

                                                           18

       1             So they left off -- a couple of items off

       2        the State's list for itself, the SBA, but gave

       3        us 90 percent of their own list and said, "You

       4        have to be limited by those guidelines."

       5             MR. JONES:  So the Police and Fire plan is

       6        limited, and those limitations go back to

       7        the '60s?

       8             MR. MILLER:  They have been modified

       9        inartfully since origination in the '60s, yes.

      10             MR. JONES:  And so you would support and

      11        advocate for a change too?

      12             MR. MILLER:  For the last 20 years, yes,

      13        sir.

      14             MR. JONES:  Okay.  Well, Mr. Chairman, I

      15        would move that we ask staff to draft a bill to

      16        remove those restrictions, provided that

      17        50 percent of the revenue goes to the City

      18        Council and not to the -- but I mean -- but

      19        yeah, that we remove those restrictions.

      20             MR. JOOST:  I second.

      21             THE CHAIRMAN:  I didn't hear it, so --

      22        yeah.

      23             I have a motion from Mr. Jones to work with

      24        staff to enact the bill.

      25             Do you I have second?
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       1             MR. JOOST:  Yes.

       2             THE CHAIRMAN:  Okay.  Any discussion on

       3        that?

       4             MR. KEANE:  Mr. Chairman, to facilitate

       5        that, we already have the proposed resolution

       6        drafted, ready to -- we can send it over here

       7        and y'all can sign your name to it and send it

       8        on to the council secretary.  We're working on

       9        this.

      10             MR. JONES:  Does it have 50 percent coming

      11        back to council?

      12             MR. KEANE:  No, sir, not that part.  We

      13        left that part out.

      14             THE CHAIRMAN:  Okay.  Seeing no further

      15        discussion, all in favor signal by saying aye.

      16             COMMITTEE MEMBERS:  Aye.

      17             THE CHAIRMAN:  All opposed.

      18             COMMITTEE MEMBERS:  (No response.)

      19             THE CHAIRMAN:  The motion carries.

      20             So what that will do is we'll draft the

      21        bill, introduce it to Council, and then the

      22        Council will have -- the full Council will have

      23        to consider it.  And obviously as part of this

      24        committee, we'll be charged with explaining to

      25        the rest of the Council why we support this
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       1        bill.

       2             All right.  Well, good.  Well, we'll look

       3        forward to introducing that probably in two

       4        weeks, I would assume.

       5             Councilmember Joost.

       6             MR. JOOST:  So you're going to give the

       7        resolution to Mr. Miller and make sure everybody

       8        is in agreement, correct?

       9             THE CHAIRMAN:  Well, what I'd like to

      10        ask -- I don't know if Mr. Mosley has seen the

      11        resolution already or not.

      12             MR. MOSLEY:  I have not.

      13             MR. JOOST:  Yeah.  I just want to at least

      14        read it before I completely endorse it.

      15             THE CHAIRMAN:  Yeah.  We'll distribute it.

      16        And if I don't get negative feedback from the

      17        committee members, then as -- on behalf of the

      18        committee, I'll introduce it two weeks from now.

      19             MR. JOOST:  Okay.

      20             THE CHAIRMAN:  So, Mr. Keane, if you can

      21        get it to me, we'll distribute it to the

      22        committee and to the experts, and then we'll go

      23        from there.

      24             MR. KEANE:  Perfect.

      25             THE CHAIRMAN:  Okay.
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       1             MR. KEANE:  It will be in the mail

       2        tomorrow.

       3             THE CHAIRMAN:  I have a feeling I won't

       4        have trouble getting that taken care of, so --

       5        good.

       6             Thank you, John.

       7             We'll go to the second report that you have

       8        for us, or are you finished with the first one?

       9        I'm not trying to rush you out of it.

      10             MR. KEANE:  This is the most successful

      11        I've been around here in a long time.

      12             Thank you, everybody, for that.

      13             The second report that we've handed out is

      14        the one with the gold badge on it.  It is a copy

      15        of our 2008 report that we're required to send

      16        to the State of Florida, and it lists the assets

      17        and liabilities and the change.

      18             You will notice in there that between

      19        October 1st, 2007, and July -- and September

      20        30th of 2008, rather, there was a significant

      21        reduction in the assets of the Police and Fire

      22        Pension Fund due to the worldwide economic

      23        situation and the national recession.  And in

      24        concert with the first report I've given you,

      25        we're well on the way back to that recovery.
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       1             On page 5, you will see that on October the

       2        1st of 2007, we had $950 million.  On September

       3        30th of 2008, we had 780-.  And in accordance

       4        with the report I gave you just a while ago,

       5        today we have right at 925-, $930 million, so

       6        we're well on the way back to overcoming the

       7        recession and the worldwide economic condition.

       8             And I've given copies of the report to all

       9        the committee members, the committee secretary,

      10        your secretary for the files and what have you.

      11             THE CHAIRMAN:  Okay.  Thank you.

      12             Question for you, John.  On page 4 of the

      13        report, where it says, "DROP Plan payable,"

      14        that's the money that we have -- or

      15        theoretically have that we're investing until we

      16        have to pay that out; is that --

      17             MR. KEANE:  That's correct.

      18             THE CHAIRMAN:  Okay.

      19             MR. KEANE:  Those are people who, A, were

      20        enrolled in the DROP plan and have now

      21        terminated their employment and we're holding

      22        their money to pay them out; or B, currently

      23        employed police officers and firefighters who

      24        are active members of the DROP and

      25        contributing.  But we have that money that we're
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       1        investing and we pay them out on a biweekly

       2        basis, yes, sir.

       3             THE CHAIRMAN:  And then on page 5, where it

       4        says, "DROP Plan payments," the 25 million,

       5        that's what we actually paid out that year?

       6             MR. KEANE:  Yes, sir.

       7             THE CHAIRMAN:  Okay.  Perfect.  Thank you.

       8             Councilmember Joost.

       9             MR. JOOST:  I was going to say, just

      10        because it says it's payable doesn't necessarily

      11        mean we have the money for it.  That's the

      12        liability.

      13             THE CHAIRMAN:  Well, yeah.  It's the same

      14        setup as everything else that -- unfunded --

      15             MR. JOOST:  Right.

      16             THE CHAIRMAN:  -- yeah, the unfunded.

      17             But if we were 100 percent funded, that's

      18        the $900 [sic] we would have there too.

      19             MR. JOOST:  Well, no.  If we were

      20        100 percent funded, you'd see it on the asset

      21        portion up there in the investments.  The

      22        liability is what we owe.

      23             THE CHAIRMAN:  Okay.  I see what you're

      24        saying.  Good point.

      25             Thank you.  That's why you're a CPA and I'm
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       1        not.

       2             Any other questions on the report?

       3             MR. JOOST:  (Inaudible.)

       4             MR. CHAIRMAN:  Thank you.  I appreciate it.

       5             Any other questions for Mr. Keane?

       6             COMMITTEE MEMBERS:  (No response.)

       7             THE CHAIRMAN:  Going back to the other

       8        subject for just a minute -- and I was going to

       9        ask this, but I didn't.  But since we have a

      10        little bit of time, I will.

      11             How does the fact that the City is

      12        obligated to keep the fund -- for the sake of a

      13        better term, "whole," which is kind of a false

      14        term.  How does that affect our ability to

      15        diversify our investment?  Does that have

      16        anything to do with it?  Was that part of the

      17        reason originally or not?

      18             John, you're probably the best person to

      19        answer that.

      20             MR. KEANE:  The City is the plan sponsor.

      21        The City holds out to its employees and its

      22        potential employees as well as its retirees --

      23        you come to work, you work this long, do a good

      24        job, you retire, you make this contribution

      25        while you're here, we're going to pay you this
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       1        benefit.  That ties the City into it as the plan

       2        sponsor.

       3             Now, these hundreds of million dollars in

       4        unfunded accrued actuarial liability, about

       5        90 percent of the assets of the Police and Fire

       6        Pension Fund has -- pension funds in general,

       7        that money comes from investment returns.

       8        That's why broadening in this investment

       9        authority is so important.

      10             To follow up on what Mr. Miller said

      11        earlier, in the '60s and early '70s, the

      12        term "multinational corporation," there was no

      13        such thing.  Today Coca-Cola, Marlboro -- they

      14        sell more Marlboro cigarettes overseas than they

      15        do here.

      16             So a lot of these companies, the majority

      17        of their income comes from offshore investments

      18        and activities in plants and projects and

      19        personnel.  And the parade went by.  We want to

      20        catch up with the parade, and that's what it's

      21        all about.

      22             Those investments -- additional investment

      23        authority will enable the Police and Fire

      24        Pension Fund here in Jacksonville to quickly

      25        close the gap on this unfunded accrued actuarial
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       1        liability.  It's just another one of our

       2        suggestions, and I'm glad to see that it met

       3        with -- it was a lot more popular than the last

       4        one I floated around here.

       5             THE CHAIRMAN:  Fifty percent -- don't you

       6        like 50 percent return on investment?  I mean,

       7        come on.

       8             That is all I have on my agenda today.

       9             Is there anything else for the good of the

      10        committee?

      11             (Mr. Miller approaches the podium.)

      12             THE CHAIRMAN:  Mr. Miller, do you have a

      13        point you want to make?

      14             MR. MILLER:  Just -- I don't know that

      15        Mr. Keane and I will disagree on this, but

      16        framing some of the discussion, I'm a little

      17        bit -- he's brought up this 9th of March issue

      18        on several occasions.  And I'm sure the numbers

      19        are absolutely correct, but I'd like to take a

      20        minute or two to address some of the larger or

      21        longer continuum.

      22             The losses through September we're all

      23        aware of, about 12 percent for Police and Fire,

      24        last September, September of '08, about

      25        15 percent for general employee.  Let me just

           Diane M. Tropia, P.O. Box 2375, Jacksonville, FL 32203

                                                           27

       1        put a little bit of this in context:

       2             The time between October 1st and March,

       3        when the recovery started, was also, if you

       4        think about it, relatively ugly with regard to

       5        an investment return perspective.  The General

       6        Employee Plan for that period of time, from

       7        October 1st through February 28th, was down

       8        24.5 percent.

       9             Now, one of the questions that

      10        Councilman Joost has mentioned several times --

      11        be careful about the denominator.  There's

      12        nothing wrong with the numbers that John is

      13        giving you, but in reality, we have to

      14        eventually get back to a denominator which is an

      15        October 1 denominator versus potentially a

      16        March 9th denominator because percentage numbers

      17        will be different if you're down a quarter in

      18        that intervening period between October 1 and

      19        September -- I mean, I'm sorry, March 9th.

      20             We've done very well, both plans have.  In

      21        context, the General Employee Plan, down

      22        24.5 percent from October 1 to February 28.  At

      23        the end of the year, the plan numbers show us up

      24        about 0.3, which means -- and that's based on

      25        that October 1 denominator, not a March 1 or a
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       1        March 9th denominator.

       2             But having said that, it doesn't sound

       3        great, 0.3 or a third of 1 percent, but

       4        recovered, not based on the March number but

       5        based on the October number, the losses that had

       6        occurred in the first five months of the year.

       7             Now, from an actuarial point of view, it's

       8        still measured, not from zero, but measured from

       9        the 8.4 or 8.5 number.  So, actuarially, we

      10        still have a four-fifteenths -- five-fifteenths,

      11        four-fifteenths type of smoothing to address

      12        over time.

      13             Now, just to reflect, remember, we had this

      14        five-year smoothing methodology that both

      15        General Employee and Police and Fire use.  And

      16        so the second year of the process, we will see a

      17        four-fifteenths of loss through September

      18        of '08, and we'd see the five-fifteenths through

      19        the loss of September of '09, but the

      20        September '09 would be measured from the 8.4,

      21        8.5 percent number to a slightly neutral or

      22        zero-ish type number, 0.3.  So we've still got

      23        an 8 percent loss that you have to smooth over a

      24        five-year period.

      25             So, yes, everyone has done quite well,
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       1        Police and Fire have done well, General

       2        Employees have done well since the 1st of March,

       3        but my only caution is, in the larger context,

       4        we maybe have recovered losses we occurred [sic]

       5        in that interim window, because we've seen

       6        numbers through September, we've seen numbers

       7        starting in March, but, relatively, that

       8        October 1 to February 25th period was extremely

       9        ugly from an investment perspective.

      10             THE CHAIRMAN:  Okay.  Thank you.

      11             Councilmember Joost.

      12             MR. JOOST:  I just -- you know -- if -- for

      13        me -- because if -- really, realistically, even

      14        if you step out even further, I think right

      15        before 9/11, wasn't the market around 10-,

      16        11,000?  You know, and it went all the way down

      17        to 7500, so -- and that's why I always kind of

      18        question, you know, the 30-year rate of return

      19        because if you go from the denominator from 2001

      20        to now, it's basically zero, you know, because

      21        we're just getting back to where we were at the

      22        beginning of the decade, and -- if you take a

      23        broader view.

      24             So it's like, man, that's awesome, because

      25        I'm in the same boat, starting to get some of my
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       1        money back, and it's great.  But that's why I

       2        have always questioned, you know, the

       3        8.4 percent return because if you really

       4        realistically look at it over the last eight

       5        years in its totality, we're just getting back

       6        where we were at 2001.  And really the peak of

       7        the market was 14,000, so we're still down

       8        roughly 40 percent from the peak.  But I'll take

       9        what we've got since March any day of the week,

      10        trust me.

      11             THE CHAIRMAN:  As we all will, so -- I

      12        appreciate it.  You make a very good point.

      13             Well, I don't have anything else.  I

      14        appreciate everybody's time again.  I learn

      15        something every time I come to one of these

      16        meetings.

      17             I'm glad that we had consensus on your bill

      18        today, John.  And I look forward to getting

      19        together with the committee and the experts

      20        again in the future.

      21             We stand adjourned.  Thank you.

      22             (The above proceedings were adjourned at

      23        3:45 p.m.)

      24                         -  -  -

      25
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