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AD HOC FY2011-12 BUDGET SAVINGS REVIEW COMMITTEE 
AMENDED MEETING MINUTES
October 25, 2011
11:00 a.m.

Location:  Lynwood Roberts Room, 1st floor, City Hall – St. James Building; 117 West Duval Street

In attendance:  Committee Member Warren Jones (Chair)
Excused: Council Members John Crescimbeni and Bill Gulliford
Also: Council Member Ray Holt; Peggy Sidman – Office of General Counsel;  Kirk Sherman,– Council Auditor’s Office; Jeff Clements – City Council Research; Jessica Stephens – Legislative Services Division; Ted Wendler – TRUE Commission; Connie Benham, Terry Wood, Rena Coughlin and Chris Folds – Non-Profit Center of Northeast Florida; John Keane – Police and Fire Pension Fund
Meeting Convened:  11:10 a.m.

Chairman Jones convened the meeting and invited Rena Coughlin, Executive Director of the Nonprofit Center of Northeast Florida, to introduce the guest speakers.  Ms. Coughlin introduced Dr. Carol Weisert and Dr. David Matkin of the LeRoy Collins Institute at Florida State University, of which she is a board member.  

Dr. Weisert described the LeRoy Collins Institute as a non-partisan “think tank” that uses academic researchers to examine important public policy issues of interest to Florida state and local governments.  They try to study issues that are important to the state’s future, but appear to be “under the radar” or not getting adequate attention at the present time.  Today’s discussion presents data contained in two studies the institute has just released or which will be released within the next month on the subject of local government pension and post-retirement benefit obligations.  Using historical data for 35 years from the 1970s through 2009 taken from Florida county consolidated annual financial reports (CAFRs) the study found that Jacksonville generally has a higher level of revenue and expenditures per capita than other Florida counties, which is probably due in large part to the city’s unique city/county consolidated form of government. Former City Council member Terry Wood suggested that a better comparison would be Jacksonville’s finances compared to the combined finances of the other 66 counties with their largest city.

Dr. David Matkin presented a variety of financial data charts and comparisons of Jacksonville’s pension plans with other local government pension plans from around the state.  Using the institute’s letter grade system based on the percentage of pension funding in 2009, the City’s General Employee Pension Plan was rated “C” and the Police and Fire Pension Fund and Correctional Officer Pension were both rated “F”.  Dr. Matkin explained the pending changes in the GASB reporting standards for local government pensions that will become effective in the next couple of years and stated that the changes in reporting standards and the allowable amortization period for unfunded accrued actuarial liability (UAAL) will have a very serious and detrimental impact to city and county balance sheets as pension liabilities must be reported on the balance sheet.
Dr. Matkin also discussed OPEBs (Other Post Employment Benefits), which can come in two forms.  Explicit benefits are actual cash payments to retirees (i.e. a $5 per month health insurance premium supplement for every year worked). Implicit benefits are an indirect cost to a local government as a result of allowing retirees to continue participation in employee benefits after they retire (i.e. the increased cost of health insurance premiums by allowing retirees with more age- and health-related problems to continue on the government’s employee health insurance plan, even if they pay the full cost of their coverage).  OPEB costs average 2.7% of total city expenditures and 3.1% of total county expenditures in Florida, with counties paying more explicit benefits than cities.  The trend is to reduce the number of explicit benefits to control costs.  GASB-mandated changes will also affect the reporting of OPEB costs in the next few years.
John Keane, Executive Director of the Police and Fire Pension Plan, felt that the institute’s research represented an “apples to oranges” comparison since Jacksonville is unlike most of the other Florida counties, both because of its unique consolidated government structure and its provision of urban services on a county-wide basis (such as fire service where many other counties rely on volunteer fire departments).  He suggested the JCCI study on City finances from several years ago provided a much more accurate depiction of conditions in Jacksonville.  He stated that Jacksonville has 19 more years remaining on its obligation to amortize its UAAL over 30 years and expressed confidence that the obligation would be met in a timely manner.

Ted Wendler of the TRUE Commission stated that the unfunded pension liability is the biggest fiscal challenge facing the city and is uncontrollable without drastic reforms in the near future.  He asked the professors for their reaction to a study released last year by the Kellogg School of Management at Northwestern University that listed Jacksonville’s pension plans as drastically underfunded and in danger of insolvency in the next six years.  Dr. Malkin responded that the Kellogg study had two parts.  One part, which evaluated the funding sufficiency of pension funds based on an assumption of investing in low interest, low risk government bonds, is not a reasonable real world scenario and therefore isn’t particularly useful.  
The meeting was adjourned at 12:08 p.m.
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