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Bill Type and Number: Ordinance 2013-366
Introducer/Sponsor(s): Council President at the request of the Mayor
Date of Introduction: May 28, 2013
Committee(s) of Reference: F
Date of Analysis: May 28, 2013
Type of Action: Ordinance Code amendment; approval of mediation settlement agreement; acknowledgement of attached actuarial impact statement
Bill Summary: The bill amends Ordinance Code Chapter 121 – Police and Fire Pension Plans – to create two categories of membership, Group I members who were employed by the City prior to October 1, 2013 and Group II members employed on or after October 1, 2013, who receive different levels of pension benefits.  Benefits for Group I employees remain unchanged, while Group I members will be required to make additional employer contributions to the pension, contingent upon salary reductions from 2010 (firefighters) and 2012 (police) being restored at some point in the future.
Group II employees will be eligible for full retirement after 30 years of service; will pay an employee contribution of 10% of salary; will have a retirement benefit capped at $99,999.99 per year indexed to inflation (Social Security COLA) with a cap of 1.5%; will have a pension accrual rate of 2.5% per year up to a maximum of 75%; would be eligible for early retirement with between 25 and 30 years of service, incurring a 3% accrual rate penalty for any year or part thereof short of 30 years; will earn a benefit accrual rate of 2% if retiring short of 25 years of service, with no benefit paid before age 62 for any employee retiring before 25 years of service; will not be eligible for the DROP program; will be eligible for a back-DROP plan of up to 5 years after 30 years of service (subject to significant financial penalties); will be eligible for  a COLA based on the Social Security COLA, capped at 1.5% per year, beginning the third January after retirement; will have a benefit based on a final average compensation calculated on the last 60 months (130 pay periods) of employment; and will make an employee contribution of 10% of salary.
The bill approves a mediated settlement agreement among the City, Randall Wyse and several other individual plaintiffs, the Police and Fire Pension Fund Board of Trustees, the Fraternal Order of Police Lodge 5-30 and the Jacksonville Association of Firefighters Local 122, IAFF.

The bill acknowledges the receipt and attachment, as required by law, of an actuarial impact statement of the effects of the proposed settlement agreement and pension code changes.

Background Information: The administrations of former Mayor John Peyton and current Mayor Alvin Brown have been in talks for several years with the fire and police unions and the Police and Fire Pension Fund trustees and administrator over potential reforms to the Police and Fire Pension.  Several lawsuits have been filed and this ordinance derives from a recent mediated settlement agreed to by all the affected parties and filed with the court on May 23rd.  
Policy Impact Area: Pension reform
Fiscal Impact: An actuarial study projects cost savings to the City resulting from reduced employer contributions compared to the current projections totaling approximately $1.2 billion over the next 30 years.  The actuary notes that 83% of the long term savings are attributable to changing the benefit structure for employees hired on or after October 31, 2103, not to projected differences in investment rates of return.  The actuary also finds the approximately 70% of the unfunded accrued actuarial liability (UAAL) is attributable to benefits earned by and owed to retirees and employees already in the DROP plan.  The remaining 30% of UAAL is attributable to other current employees, but there are legal limits as to how much the benefits already earned may be altered for those employees, particularly those already eligible for retirement.
Although not part of the package of Ordinance Code amendments, the mediated settlement agreement provides that the Police and Fire Pension Fund will gradually reduce the assumed rate of return on the fund’s investments from the current 7.75% to 7.25% in FY16-17.  The unions and the Pension Fund agree to pay a one-time contribution of $20 million upon the effective date of the settlement agreement from the “chapter funds” provided under state law to localities as a rebate of insurance premium taxes, and to make additional employee contributions out of the “chapter funds” of 1% of payroll until September 30, 2014 for the police members and until September 30, 2015 for fire members.
Analyst: Clements

[image: image2.wmf]_975916892.unknown

