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Bill Type and Number: Ordinance 2014-386
Introducer/Sponsor(s): Council President at the request of the Mayor
Date of Introduction: June 10, 2014
Committee(s) of Reference: R, F
Date of Analysis: June 12, 2014
Type of Action: Ordinance Code and City Charter amendments; approval of negotiated retirement reform agreement
Bill Summary: The bill approves the 2014 retirement reform agreement negotiated by the City and the Police and Fire Pension Fund Board of Trustees and amends Ordinance Code Chapter 121 – Police and Firefighters Pension Plan – and City Charter Article 22 - Police and Fire Pension Board of Trustees – to codify the terms and conditions of the agreement. Ordinance Code Chapter 121 amendments include the following:
· Effective October 1, 2014, the PFPF board will no longer determine or negotiate pension benefits and shall leave future negotiation over pension issues to certified bargaining agents, provided the City does not take unilateral action to alter the benefits covered by the present negotiated agreement prior to September 30, 2024.
· Creates within the PFPF four categories of members: Group I Members – active employees hired by the City and enrolled in the PFPF prior to October 1, 2014; Group II Members - active employees hired by the City and enrolled in the PFPF on and after October 1, 2014; Group I Retirees – former Group I Members who are retired under the terms of the plan; and Group II Retirees - former Group II Members who are retired under the terms of the plan. 

· Increases the employee contributions of Group I members from 7% to 8% of salary on October 1, 2014, plus an additional 2% contribution for a total of 10% of salary (as defined) at such time as the 2% pay reduction imposed on firefighter members as of October 1, 2010 and 2% of the 3% pay reduction imposed on police officers as of January 1, 2012 are restored. The employee contribution for Group II members shall be 10% of salary (as defined). The 10% contribution rate shall also apply to Group II members during their BACKDROP period. Group I members will make a contribution of 2% during their DROP period, with the amount being credited to the PFPF’s Base Benefit Fund. Defined salary includes base pay, longevity pay, City college incentive, enhanced certification pay, emergency operation and hazardous duty pay; it excludes overtime, state incentive pay, reimbursed expenses, clothing/cleaning allowances and payments for accrued unused leave time.
· Provides for both the City and the PFPF to make contributions to paying down the unfunded accrued actuarial liability (UAAL) of the fund. The PFPF will transfer the balances in its Enhanced Benefits Account and City Stabilization Account (approximately $61 million total) to the City for application to the UAAL. The City will contribute $40 million annually to paying down the UAAL until such time as the PFPF reaches an 80% funded status. The PFPF will allocate 100% of its Florida Premium Tax Dollars (Chapter 175/185 Funds) to the City to pay down the UAAL from FY14-15 through FY21-22, except for the portion of Chapter Funds allocated to the retiree “holiday bonus” created pursuant to Ordinance 2006-508-E (an annual discretionary bonus of up to 3% of a retiree’s or survivor’s annual pension benefit granted by the PFPF board). The City’s and the PFPF’s UAAL reduction payments are contingent upon one another; failure by one party to make the required full payment gives the other party the right to reduce its contribution by a proportional amount. 
· Provides that each year the Chief Financial Officer shall convene an Additional Unfunded Liability Payment Committee consisting of the Council Auditor, Chief Administrative Officer, City Treasurer, Budget Officer, JEA Chief Financial Officer, and Chairman of the Jacksonville Retirement Reform Task Force (or his designee – the Chair of the Task Force’s Plan Funding Subcommittee)  to identify City potential revenues and cost savings sufficient to fund the City’s UAAL obligation for the upcoming fiscal year, which the Mayor shall include in his/her recommended budget to the City Council. Should the Council decide not to appropriate the City’s required UAAL contribution for a fiscal year, it shall certify that decision in writing and inform the PFPF trustees of the reason for the decision.
· Creates a Supplemental Share Plan retirement benefit under which the PFPF board may annually deposit Chapter 175/185 funds, investment earnings and interest thereon into individual accounts for active police officers and firefighters based on shares representing years of employment; share accounts shall be payable to the employee upon termination of service after a minimum of 10 years. Share accounts of employees who terminate with less than 10 years of service shall be distributed proportionally to other active participants. The PFPF board shall invest the share plan funds in approve investment options. 
· Requires the PFPF board of trustees to utilize the City’s standard search and selection process to select its next Executive Director/Administrator. Candidates shall be required to have a minimum of 5 years of pension administration or institutional investment experience, expertise in oversight of investment portfolios, and a degree in finance, economics, accounting or a related area of study from an accredited university. Candidates with CPA or CFA certification or a JD or MBA degree shall be preferred. Provides that the compensation package for the Executive Director shall be determined in accordance with a market analysis of comparably sized public pension plans. Provides that the Executive Director/Administrator and other senior staff of the PFPF shall be placed in either the City General Employee Pension Plan or a defined contribution plan with the PFPF’s employer contribution subject to the limits of state law. Provides that the current PFPF Senior Staff Pension Plan shall be frozen as of August 15, 2014 and no further benefits will accrue to the participants in that plan as of that date; current participants will receive benefits from that plan following their termination from service as if they had been enrolled in the FRS Special Risk Plan, unless the board sets a lesser benefit.
· Provides that, while the Charter gives the PFPF the authority to employ outside legal counsel, the City and PFPF agree that the Office of General Counsel shall be the entity to provide legal representation with regard to routine matters excluding investments, pension and/or retirement-related issues, for which specialized outside counsel may be used after consultation between the PFPF and the General Counsel.
· Maintains current retirement benefits for Group I members with 10 or more years of service; current members with less than 10 years of service at the time the new plan is adopted shall be entitled to a pension at a maximum of 80% of defined “average salary” received by the member for the last 104 pay periods (4 years) prior to retirement rather than the last 52 pay periods; Group II members shall be entitled, after 30 years of service, to a pension at a maximum of 75% of defined “average salary” received by the member for the last 130 pay periods worked (5 years), with a maximum benefit cap of $99,999.99; the annual COLA for Group II members will be the percentage of the annual Social Security COLA, up to a maximum of 1.5%; Group II members suffering total and permanent disability shall be entitled to a disability pension equal to 50% of defined “average salary” for the 130 pay periods immediately preceding the date of the onset of disability.
· For Group I members, changes the guaranteed 8.4% rate of return on DROP accounts beginning January 6, 2015 to the actual rate of return, with a floor of 5% and a ceiling of 10%. Eliminates the DROP plan for Group II members are eligible for a Back-DROP of up to 5 years upon reaching 30 years of service, with a 2% accrual rate penalty for inclusion of any years of service less than 30; the interest rate on Back-DROP accounts will be the actual rate of return, with a floor of 0% and a ceiling of 10%.
· Creates a 5-member Financial Investment and Advisory Committee with members to be nominated by the Police and Fire Pension Fund Board of Trustees and confirmed by City Council to provide advisory oversight and advice to the PFPF trustees on financial matters, actuarial assumptions, investment strategy, and the selection of investment managers. Members are to be “financially sophisticated professionals” and must reside within the 5-county Northeast Florida region. Members are limited to 3 three-year terms. Advisory Committee members are deemed to be fiduciaries of the PFPF and subject to all state and local laws and regulations regarding ethics, conflict of interest, etc.
· Creates a new Part 6 in Chapter 121 – Ethics, Fiduciary Responsibilities and Best Practices – to spell out the fiduciary responsibilities of PFPF trustees, to require compliance with to all state and local laws and regulations regarding ethics, conflict of interest, etc.  The section sets the annual actuarial assumed rate of return for the PFPF at 7%, to be modified only as required by law or upon agreement of the PFPF Board of Trustees and the City, based on sound actuarial practices. Requires the PFPF to commission an annual actuarial evaluation of the fund to be delivered to the PFPF board, the Financial Investment and Advisory Committee, the City’s Finance Director and the Council Auditor no later than 120 days after each October 1st. The bill establishes 7 mandatory actuarial approaches and assumptions and requires that the PFPF’s produce a quarterly investment returns report which must be provided to the City’s CFO and the Council Auditor upon completion and which must include gain and loss results both gross and net of investment fees and comparisons to the assumptions and benchmarks of the PFPF and investment results of comparable pension funds. Requires that the PFPF produce an annual financial statement for the fund by January 31 each year for the previous fiscal year which must comply with the GASB Statements #67 asd #68, and that copies be provided to the Mayor, City Council President, City CRO, Council Auditor, and Treasurer of the PFPF.
· Requires that the PFPF publish on its website in a timely manner all of its financial and actuarial studies and reports created pursuant to Ordinance Code or law, minutes of its meetings for the past 3 years on a rolling basis, and copies of all reports or studies commissioned by the PFPF board, including but not limited to experience studies and investment performance reports.
· Requires that PFPF investment managers and advisors adhere to a written code of ethics or conduct or other standards reviewed and approved by the PFPF Board of Trustees and the Financial Investment and Advisory Committee; requires that investment managers and advisors declare any known actual or potential conflicts of interest; requires that investment managers and advisors to certify annually the PFPF board and Advisory Committee that they recognize and acknowledge their status as fiduciaries to the PFPF and agree to be bound by all the responsibilities of a fiduciary.

· Amends the City Charter to provide that the 5 members of the PFPF board of trustees shall be persons with professional financial experience and/or public pension experience, governance experience, institutional investment experience, community experience and wisdom, or comparable professional training, knowledge and expertise.

Background Information: The bill represents the agreement reached by the City and the PFPF administrator negotiating on behalf of the City’s police and fire unions.
Policy Impact Area: PFPF pension reform
Fiscal Impact: Actuarial studies estimate the projected savings to the City of $1.83 billion over 35 years in reduced Annual Required Contribution (ARC) payments, including interest savings from paying down the UAAL over the period. The PFPF agrees to contribute $61million from available reserve funds over the next 2 years. The City commits to paying $40 million (source as yet undetermined) over and above the normal ARC for the next 10 years or until the PFPF reaches an actuarial funding rate of 80%, whichever is sooner. Excluding the City’s additional contributions toward paying down the UAAL, the projected net cost savings is $1.49 billion over 35 years.
Analyst: Clements
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