Introduced by the City Council President at the request of the Mayor:
ORDINANCE 2011-400
AN ORDINANCE PERTAINING TO CHAPTER 121 (POLICE AND FIREFIGHTERS PENSION PLAN), ORDINANCE CODE; CREATING A NEW CATEGORY OF MEMBER KNOWN AS A “GROUP II MEMBER” BASED UPON A DATE OF HIRE ON OR AFTER OCTOBER 1, 2011; CREATING A NEW SECTION 121.114 (MANAGEMENT OF INVESTMENTS) TO PROVIDE FOR THE ESTABLISHMENT OF GUIDELINES AND REFERENCES WITHIN THE CITY ORDINANCE CODE FOR THE PROGRAM OF INVESTMENTS TO BE ADMINISTERED BY THE POLICE AND FIRE PENSION BOARD OF TRUSTEES; ESTABLISHING THE PROGRAM OF PENSION BENEFITS EXTENDED TO GROUP II MEMBERS; PROVIDING FOR AMENDMENT NUMBER 4 TO THE RESTATED AGREEMENT BETWEEN THE CITY AND THE POLICE AND FIRE PENSION BOARD OF TRUSTEES; REQUESTING Emergency Passage Pursuant to Council Rule 4.901 EMERGENCY; PROVIDING AN EFFECTIVE DATE.

WHEREAS, The Jacksonville Police and Fire Pension Board of Trustees (“Board”) and the City are parties to the Restated Agreement dated March 5, 2001 (as amended, “Restated Agreement”), which was adopted by the City Council pursuant to Ordinance 2000-1164-E and pertains to the Police and Fire Pension Fund (“Fund” or “Plan”); and 


WHEREAS, the Restated Agreement restated a prior agreement between the parties entered into in 1992 and amended several times thereafter, and the Restated Agreement has been amended three times since 2001; and,  

WHEREAS, Section 32 of the Restated Agreement provides for periodic meetings between the City and the Board to review provisions of the Restated Agreement that either party wishes to address, and further provides that such discussions shall be guided by a mutual desire to ensure that the continued application of the terms and conditions of the Restated Agreement are fair and equitable given circumstances that may present themselves in the future that were not addressed nor anticipated by the parties in the Restated Agreement; and 

WHEREAS, the current economic situation has contributed to a decrease in investment returns, thereby causing an increase in the Unfunded Actuarial Accrued Liability of the Fund and likewise in the required City contributions; and 

WHEREAS, the parties to the Restated Agreement have met and agreed to (a) modify the benefit accruals for future employees to reduce the future required City contribution, (b) establish a minimum level of future City contributions, and (c) revise the investment provisions of the Fund in a manner designed to reduce investment risk and increase investment returns; and
WHEREAS, as part of such modifications, the Board has approved the creation of a second tier of pension benefits for new members of the Fund hired on or after October 1, 2011; and 

WHEREAS, the new second tier of pension benefits for new members, requires certain modifications to the Restated Agreement and Chapter 121, Ordinance Code; and

WHEREAS, the payroll base of Qualified Members (or DROP participants) will be included with the payroll base of Members (or non-DROP participants) starting in Fiscal Year 2012-2013 for purposes of establishing the City’s minimum required contribution requirement, including the use of such expanded payroll base to establish the unfunded actuarially accrued liability amortization payment requirements, thereby reducing the City’s contribution rate; and

WHEREAS, the program of investments administered by the Board is governed by Section 22.04(b) of the City Charter as well as various Florida Statutes and Laws of Florida, and the Board and City desire to make certain clarifying changes to the Ordinance Code; now, therefore,

BE IT ORDAINED by the Council of the City of Jacksonville:

Section 1. Sections 121.102(e) and 121.113(a)-(c) Amended, and Section 121.114 Created. Sections 121.102(e) and 121.113(a)-(c), Ordinance Code, are amended, and Section 121.114, Ordinance Code, is created, to read as follows:
Chapter 121. POLICE AND FIREFIGHTERS PENSION PLAN
PART 1. POLICE AND FIRE PENSION FUND ADMINISTRATION
* * *
Sec. 121.102. Police and Fire Pension Plans.

* * *

(e) Definitions of Membership Classes:

(1) Members: Are Group I Members and Group II Members.

(2) ​
Qualified Mmembers: Are (i) with respect to Group I Members, those Group I Members employees of the City who have elected to participate in the deferred retirement option program under Section 121.209, which is applicable solely to Group I Members, or, (ii) with respect to Group II Members, those Group II Members who have elected to participate in the deferred retirement option program under Section 121.212, which is applicable solely to Group II Members.
 (3) Beneficiaryies: Are (i) with respect to Group I Members, former active Group I Mmembers who have completed five or more years of credited service as active members and have either (1) vested their service for deferred retirement (Inactive Beneficiary) or (2) have met time and service requirements for retirement, or are retired as totally and permanently disabled while an active member, or anyone receiving benefits as a surviving spouse or minor child of a member (Active Beneficiary); or (ii) with respect to Group II Members, former active Group II Members who have completed eight or more years of credited service as active members and have either (1) vested their service for deferred retirement (Inactive Beneficiary) or (2) have met time and service requirements for retirement, or are retired as totally and permanently disabled while an active member, or anyone receiving benefits as a surviving spouse or minor child of a member (Active Beneficiary).  In the case of the distribution of DROP benefits, the estate of the Qqualified Mmember or former Qqualified Mmember may also be considered to be a beneficiary in the event that there is no surviving spouse.

(4) Group I Members: Are employees of the City of Jacksonville who were hired by the City for full time employment prior to October 1, 2011 and who have enrolled in the Police and Fire Pension Plan and are contributing to the Plan through payroll deduction.
(5) Group II Members: Are employees of the City of Jacksonville who were most recently hired by the City for full time employment on or after October 1, 2011 and who have enrolled in the Police and Fire Pension Plan and are contributing to the Plan through payroll deduction.

(6) Group I Retirees: Are former Group I Members who are retired under the terms of the Plan.

(7) Group II Retirees: Are former Group II Members who are retired under the terms of the Plan.
* * *

Sec. 121.113 Calculation of pension contributions for Police and Fire Pension Fund.

The Pension Fund created by Laws of Fla. Ch. 18615 (1937), as amended, shall consist of moneys derived as follows:

(a)
Salary Deductions.


(1) Group I Members.  A deduction of seven percent per annum from all salaries (base salary, longevity, City college incentive, enhanced certification pay, emergency operation and hazardous duty pay; shift differential, and "upgrade" pay; and excluding all overtime, state incentive pay, reimbursed expenses and allowances such as cleaning/clothes allowances, and payments for unused accrued time), of all members of the Police and Fire Departments participating in this fund, or who will become members hereafter Group I Members, to be deducted in installments from each periodical paycheck of each of these members Group I Member., together with a sum equal to not less than the minimum recommended contribution in the most recent actuarial valuation of the fund expressed as a percent per annum of all salaries (as defined above) of all members of the Police and Fire Departments participating in this fund according to the amount thereof as set up in the current budget in each year hereafter, together with such additional sums as may be necessary to administer this fund, which two latter amounts shall be designated by the Board and certified to the Council for each fiscal year, and the Council shall thereupon place the amount so designated in the budget for the succeeding year and levy a tax therefor, if necessary; except that the City may in good faith challenge the City contribution designated by the Board. In the event of such a challenge, the Board's actuary and City's actuary shall agree on an impartial third actuary who shall resolve all disputes between the actuaries and whose decision shall be binding and final as between the Board and the City. 



(2) Group II Members.  A deduction of eight percent per annum from all salaries (base salary, longevity, City college incentive, enhanced certification pay, emergency operation and hazardous duty pay; shift differential, and "upgrade" pay; and excluding all overtime, state incentive pay, reimbursed expenses and allowances such as cleaning/clothes allowances, and payments for unused accrued time), of all Group II Members, to be deducted in installments from each periodical paycheck of each Group II Member.
(b) Notwithstanding the deduction provided in subsections (a)(1) and (2) of this Section, a deduction of two percent per annum shall be made from all salaries (as defined in Section 121.113(a)(1)) of Qualified Members who are Group I Members and who elect to participate in the Deferred Retirement Option Program (DROP), with such amount being credited to the Pension Fund’s Ordinance 91-1017-605, Base Benefit Fund from qualified members who elect to participate in the Deferred Retirement Option Program.
(c)
City Contribution.  The City contribution shall consist of a sum equal to not less than the minimum required contribution in the most recent actuarial valuation of the Fund in the current budget in each year hereafter, together with such additional sums as may be necessary to administer this Fund, which two latter amounts shall be designated by the Board and certified to the Council for each fiscal year, and the Council shall thereupon place the amount so designated in the budget for the succeeding year and levy a tax therefor where allowed by law; except that the City may in good faith challenge the City contribution designated by the Board.  In the event of such a challenge, the Board's actuary and City's actuary shall attempt to resolve the dispute.  If they are unable to resolve the dispute, the Board’s actuary and City’s actuary shall agree upon an impartial third actuary who shall resolve all disputes between the actuaries and whose decision shall be binding and final as between the Board and the City.  Beginning on October 1, 2012 and for each year thereafter, the payroll base of Qualified Members (or DROP participants) will be included with the payroll base of Members (or non-DROP participants) for purposes of establishing the City’s minimum required percentage contribution requirement, including the use of such expanded payroll base to establish the unfunded actuarially accrued liability amortization payment requirements, thereby reducing the percentage of the City’s minimum recommended contribution starting in Fiscal Year 2012-2013 as a result of such expanded salary base.
Note to codifier: please re-letter the remaining subsections of this Section 121.113 by changing existing subsections (c) – (f) to (d) – (g).
Sec. 121.114 Management of Investments.

(a) The Jacksonville Police and Fire Pension Fund is hereby established, pursuant to authority granted in Article 22 of the City Charter, as an irrevocable trust fund into which shall be deposited all of the assets of the Plan of every kind and description. 

(b) The actual custody and supervision of the Fund shall be vested in the Board.  All assets of the Plan may be commingled, provided that accurate records are maintained at all times reflecting the financial composition of the Fund, including accurate accounts regarding the following:

1.
Current amounts of accumulated contributions of members, both on an individual and aggregate basis;

2.
Receipts and disbursements;

3.
Benefits payments;

4.
All contributions from the City;

5.
All interest, dividends, gains and losses from investment;

6.
Such other entries as may be required for a clear, complete financial report of the status of the Fund.

(c) The Board shall establish a written investment policy in accordance with the provisions of Section 112.661, Florida Statutes, with the advice and counsel of such advisors as the Board deems necessary, and said investment policy shall set forth the types of securities and other types of investments into which shall be placed the assets of the Plan.  The policy shall further set forth appropriate limitations on those investments, including, but not limited to, anticipated rate of return, quality of investment, class of investment and acceptable risk.  Pursuant to City Charter Section 22.04(b), the Board has the authority, subject to certain limitations that may be present in Florida Statutes Chapters 175 and 185, to invest  and reinvest the assets of the pension fund in any lawful investment as provided in applicable provisions of Section 215.47, Florida Statues, as set forth in Section 112.661(5), Florida Statues, provided the investment is authorized in the written investment policy adopted by the Board as provided in Section 112.661, Florida Statutes.  The Board shall also have the authority to invest the assets of the Fund in the manner described in Florida Statutes Sections 215.47(15), (18) and (20), as follows:




(1)
With no more, in the aggregate, than 10 percent of the System’s assets in alternative investments, as defined in F.S. § 215.44(8)(c)1.a., through participation in the vehicles defined in F.S. § 215.44(8)(c)1.b., or in securities or investments that are not publicly traded and are not otherwise authorized by F.S. § 215.47.




(2)
The Board may sell short any of the securities and investments authorized under F.S. § 215.47(15), as described in above Section 121.114(c)(1).




(3) 
Notwithstanding the provisions in F.S. § 215.47(5) limiting such investments to 25 percent of the  Fund, the Board may invest no more than 35 percent of the Fund in corporate obligations and securities of any kind of a foreign corporation or a foreign commercial entity having its principal office located in any country other than the United States or its possessions or territories, not including United States dollar-denominated securities listed and traded on a United States exchange that are a part of the ordinary investment strategy of the Board.  
(d)
At least 30 days prior to any consideration of any change in asset allocation or the introduction of a new asset class, the Board shall give written notice of the meeting at which the proposed change shall be considered to the Plan Sponsor which shall be accomplished by advising the City Council Finance Committee  Chairperson, Council Auditor, City Chief Financial Officer, and Council President. In addition, the effective date of any amended investment policy statement shall be the 31st calendar day following the filing date of the amended investment policy statement with the Plan Sponsor. Investments permitted by the amended investment policy statement shall not be made prior to such effective date.
(e) The Board, through its investment policy and with the advice of its consultants, shall determine the percentage of each type of investment to be held.

(f) The Board shall be authorized to retain one or more money managers for the management of Fund assets in accordance with investment policies established by the Board.  Any such money manager contracting with the Board for the investment of its assets shall be deemed a fiduciary of the Plan and by virtue of any such contract, consents to jurisdiction in the state and federal courts in Duval County, Florida for the resolution of any dispute arising out of such contract and further consents that all such contracts shall be governed by the laws of Florida.

(g) The Board, with the assistance of its consultants, shall have a continuing duty to monitor and evaluate the performance of any money manager retained by the Board.  The Board shall, in selecting a money manager or other investment counsel, exercise all judgment and care in the circumstances then prevailing which persons of prudence, discretion and intelligence exercise in the management of a like enterprise.

(h) The Board shall require that any money manager, custodial bank, or other agent who has custody or control of any property of the Fund to keep accurate and detailed accounts of all investments, receipts, disbursements and other transactions pertaining to such trust property.

Section 2. Sections 121.201 and 121.209(i)(1) Amended.  Sections 121.201 and 121.209(i)(1), Ordinance Code, are amended, to read as follows:

Chapter 121. POLICE AND FIREFIGHTERS PENSION PLAN

PART 2. PENSION BENEFITS

* * *
Sec. 121.201 Retirement Benefits for Group I Members
This Section 121.201 applies only to Group I Members, and the term “member” as used in this Section means “Group I Member”.  Notwithstanding any provisions to the contrary in Chapter 18615, Laws of Fla. Ch. 18615 (1937), and to provide for an increase in the benefits thereby provided: 
* * * 
Sec. 121.209 Deferred Retirement Option Program (DROP) for Group I Members
 This Section 121.209 applies only to Group I Members, and the term “member” as used in this Section means “Group I Member”.  
* * * 
(i) Contributions and deductions.


(1) The employer contributions on the salary, as defined in Section 121.113(a) of DROP participants shall be zero percent through the period ending September 30, 2012.  Beginning on October 1, 2012, the employer contributions on the salary, as defined in Section 121.113(a), of DROP participants shall be calculated in the manner described in Section 121.113(c).
Section 3. Section 121.211 Created.  Sections 121.211 is created as follows:
Chapter 121. POLICE AND FIREFIGHTERS PENSION PLAN

PART 2. PENSION BENEFITS

* * *
Sec. 121.211 Pension Benefits for Group II Members.
This Section 121.211 sets forth the pension benefits that are applicable solely to Group II Members, and the term “member” as used in this Section means “Group II Member”. 

(a) Time service retirement.  Group II Members shall be entitled to a time service retirement benefit equal to 2.8% of average salary multiplied by the number of years of credited service during the first 25 years of service, plus 2% of average salary multiplied by the number of years of credited service during years 26 through 30 of service, but not exceeding a maximum of 80 percent of average salary.  The term “average salary” as used in the foregoing sentence means the average salary as defined in Section 121.113(a)(2) received by the Group II Member during the 130 bi-weekly pay periods immediately preceding the date of retirement. 
(b) Disability retirement.  

(1) A Group II Member who, prior to reaching the minimum normal retirement eligibility, becomes permanently and totally disabled from useful and efficient service as a police officer or firefighter, as established by competent medical evidence, shall be entitled to a disability retirement.  The disability retirement benefit shall be equal to 50 percent of the average salary (as defined in Section 121.113(a)(2)) received by the Group II Member for the 130 pay periods immediately preceding the time of disability retirement.  The Board shall establish the effective date on which the disability benefit shall commence.  The Board shall, by rule, establish procedures for the examination of applicants for disability retirement, for the conduct of disability retirement hearings, for review of said hearings by a court of competent jurisdiction, and reexamination of retirees on disability pension.  In the event the application for a disability pension is denied by the Board, then a new application for the same disability cannot be filed by the Group II Member within six months of the denial.
(2) A Group II Member who has been in the service of the City for a period of time at least equal to the minimum time necessary for time service retirement and who becomes permanently and totally disabled from useful and efficient service, shall be entitled to the same pension calculation as a Group II Member who retires pursuant to a time service retirement as described in Section 121.211(a).  Any Group II Member who elects to retire under a disability pension as provided in this Section shall be required to meet the same requirements for a disability pension as are required for any other Member of the Fund requesting a disability retirement.
 (3) In applying the provisions of this Section, the adjustment supplement described in 121.201(d)(2) that is calculated for the benefit of a member and a surviving spouse shall be based upon the actual years of credited service, subject to the minimum and maximum provisions, rendered by the Member.

(4) The Board shall establish the effective date on which the disability benefit shall commence.  The Board shall, by rule, establish procedures for the examination of applicants for disability retirement, for the conduct of disability retirement hearings, for review of said hearings by a court of competent jurisdiction, and re-examination of retirees on disability pension.  In the event the application for a disability pension is denied by the Board, a new application for the same disability cannot be filed by the Member within six months of the denial.



(c)
Vested retirement benefits.




(1) Group II Members who terminate with eight or more years of credited service and are not otherwise eligible to retire, are eligible to receive a deferred retirement benefit of 2.5 percent of the average salary (as defined in Section 121.113(a)(2)) received by the member during the 130 pay periods immediately preceding the date of vesting, for each year of credited service prior to the date of vesting.  If the Vested Member has less than 10 years of credited service at the time of separation, the benefit shall commence at age 65,  and if the Vested Member has 10 or more years of credited service at the time of separation, the benefit shall commence at age 55.  In the alternative, and in lieu of any other benefit from the Fund, a Vested Member may elect to be paid a refund of 100 percent of member contributions to the Plan without interest.  Within 30 days of a member leaving the payroll prior to normal service retirement, the Vested Member must make the election in writing to either vest or the refund will be issued automatically.  Acceptance of the refund of employee contributions constitutes an irrevocable waiver of all rights to benefits from the Plan.



(2) In the event that a former Group II Member who separates from service and is entitled to vested retirement benefits dies prior to the scheduled date for the commencement of the payment of retirement benefits, the surviving spouse and/or children of such member shall not be entitled to a refund of contributions nor shall they be entitled to the payment of survivors benefits otherwise extended to members who complete the required number of years of service to become eligible for minimum time service benefits.




(3) Former Group II Members who separate from service and are entitled to receive vested retirement benefits are not eligible to qualify for potential enhancements pursuant to the minimum monthly pension provisions of Section 121.301.



(d)
Cost of Living Adjustments.

(1) A Cost of Living Adjustment (COLA) based on each prior annual benefit amount actually received (exclusive of one-time bonuses or adjustments) shall be provided for Group II Retirees and their eligible survivors.  Group II Retirees and their eligible survivors shall be granted a COLA in the amount of three (3) percent on the first bi-weekly pay period in January following the stipulated formula and COLA delay schedule described herein.  Group II Retirees who retire prior to September 30th of a given calendar year are eligible for the commencement of COLA adjustments in the third succeeding January after retirement.  Group II Retirees who retire after September 30th of a given calendar year are eligible for the commencement of COLA adjustments in the fourth succeeding January 


(2) In addition to the COLA, a minimum adjustment supplement of five (5) dollars per month for each year of actual credited service used to compute the pension benefit shall be provided for Group II Retirees and their survivors, and it shall be paid beginning with the first full bi-weekly pay period after retirement, and continuously thereafter; provided however that such supplement shall be no less that forty (40) dollars nor more than one hundred and fifty (150) dollars per month.  The adjustment supplement described herein shall be based upon the member’s actual years of service rather than imputed years of service, which is used for purposes of calculating pension benefits under the disability retirement provisions of Section 121.211(b) and the surviving spouse provision of Section 121.204(a), and becomes operative in the event of the disability or death of a member, respectively.  The Mayor shall annually, each January, evaluate the annual cost of the foregoing adjustment supplement by comparing it to the City’s annual cost to provide single employee group health insurance.  In the event that the City’s cost to provide such health insurance per employee is less than the amount of such supplement per retiree, then the supplement shall be reduced to the actual amount of the insurance cost.

(e)
Employee contributions.
 Pursuant to Section 121.113(a)(2), Group II Members shall contribute eight percent per annum from all salaries as defined in Section 112.113(a)(2) under the conditions and procedures outlined in Section 121.113(a)(2), (c), (d), (e), (f) and (g).

(f)
Deferred Retirement Option Program (DROP).  Group II Members eligible to receive normal retirement benefits as provided in Section 121.211(a), may remain in the employment of the City until the elected termination date by opting to participate in the DROP after it becomes effective, under the terms and conditions in Section 121.212, deferring the receipt of such retirement benefits for a maximum of 130 full biweekly pay periods (60 months) from the date of participation in the DROP.

Section 4. Creation of new Section 121.212 Deferred Retirement Option Program for Group II Members, to become Effective after the State Actuary Approves a Change in the Plan’s Normal Cost Calculation for Members.  Chapter 121, Ordinance Code, is amended by creating a new Section 121.212 to read as set forth below, to become effective only after the state actuary pre-approves in writing the calculation of the Plan’s normal cost based on each Member’s total employment period including the DROP Period, and such written approval is provided to the City’s Chief Financial Officer as described in Section 121.212(l). 
Chapter 121. POLICE AND FIREFIGHTERS PENSION PLAN

PART 2. PENSION BENEFITS

* * *
Sec. 121.212 Deferred Retirement Option Program (DROP) for Group II Members.  
Subject to the provisions of this Section, the Deferred Retirement Option Program, hereinafter referred to as the DROP, is a program under which an eligible Group II Member may elect to participate, deferring actual receipt of normal retirement benefits while continuing employment with the City without loss of any other employee benefits.  Upon an eligible Group II Member’s election to participate in the DROP, the amount of credited service and final average salary becomes frozen for purposes of determining pension benefits.  A Group II Member performing additional service beyond the date of entry into the DROP shall no longer accrue any additional benefits under the Pension Fund.  The deferred monthly retirement benefits together with interest compounded monthly under the DROP shall accrue in the fund on behalf of the participant, as provided in subsection (c)(1) of this Section, for the specified period of the DROP participation, as provided in subsection (b)(1) of this Section.  Upon termination of employment and separation from the City, the participant shall receive the total DROP benefits, as provided in Section 121.212(c), and begin to receive the previously determined normal retirement benefits.

(a) Eligibility of Group II Members to participate in the DROP.  Notwithstanding the DROP eligibility provisions that are applicable solely to Group I Members under Ordinance Code Section 121.209(a), Group II Members who are eligible to, may elect participation in the DROP, provided Group II Members comply administratively with the rules and regulations established by the Board for the administration of the DROP.


(1) A Group II Member who is eligible to receive normal retirement benefits under Section 121.211(a) may participate in the DROP providing the member elects to participate within the time limits contained in Section 121.212(b)(1).


(2) Election to participate is made on a date following the date on which the Group II Member first reaches the minimum normal retirement benefit after completion of 25 years of credited service.


(3)  An eligible Group II Member may elect to participate in the DROP by complying with the election process established by the Board.

(b) Participation in DROP.


(1) Notwithstanding the DROP participation provisions under Ordinance Code Section 121.209(b), which is solely applicable to Group I Members, eligible Group II Members may elect to participate in the DROP for a period not to exceed a maximum of 130 full bi-weekly pay periods (60 months) following the date on which the member begins participation in the DROP, under the terms and conditions of this Section 121.212.  The following time limits will apply for eligibility to elect to participate in the DROP.

Years of Credited

Maximum Pay

   Maximum

 Service at Time

 Periods of

   Months of

     of Election

  Participation
   Participation
25 but less than 30 Years    130 bi-weekly             60

30 but less than 31 Years     78 bi-weekly             36

31 but less than 32 Years
    52 bi-weekly             24




A Group II Member who reaches 32 years of service after the effective date of this Section and who fails to make an election prior to attaining 32 years of service shall forfeit all rights to participate in the DROP.



(2)
Upon participation in the DROP, the Group II Member shall be deemed a “Qualified Member” as defined in Section 121.102(e)(2).



(3)
The beginning date of the DROP period shall be the first full bi-weekly pay period after the first day of January, April, July or October subsequent to the date of election to participate, or as soon as administratively practical thereafter and shall not exceed the DROP participation period as provided in (b)(1), above.



(4)
Upon electing to participate in the DROP, the member shall submit on forms prescribed and required by the Board:




(i) A written election to participate in the DROP;




(ii) Selection of the DROP participation and retirement dates, which satisfy the limitation stated in subsection (b)(1) of this Section.  Such retirement dates shall be a legally binding application for retirement with the employer establishing a deferred retirement date;




(iii) A written notification advising the member’s employer of the date on which the DROP shall begin for the member;




(iv)  A properly-completed DROP application for service retirement as provided in this Section; and




(v)   Any other forms required by the Board.



(5)
The DROP participant shall be deemed a retiree under the Pension Plan for calculation of increased pension benefits, unless otherwise prescribed herein, but not for any other purposes of employment with the City, including availability of employee benefits and related programs.  DROP participants shall additionally continue to be eligible to vote for their respective members of the Advisory Committee and the Board of Pension Trustees.



(6)
Except as provided by subsection (g) of this Section with respect to elected or appointed officials, election to participate in the DROP, once approved by the Board, is irrevocable.


(c)
Benefits payable under the DROP.



(1)  Notwithstanding the benefits payable under the DROP that are applicable to Group I Members under Ordinance Code Section 121.209(c), effective with the date of DROP participation, a Group II Member’s initial normal retirement benefit, including creditable service and average compensation, as provided in Section 121.211(a) and the effective date of retirement shall be fixed.  Such normal retirement benefits and interest shall accrue monthly in the fund for the benefit of the DROP participant.  Such interest shall produce an annual rate of return equivalent to the Actuarial Earnings Assumption in effect at the time of the Group II Member’s enrollment into the DROP less a risk premium of .25 percent.  Interest calculations shall be administered in accordance with rules prescribed by the Board and interest distributions shall be credited using the 30 day month/360 day year method of calculation.



(2)  The normal retirement benefit and interest thereon shall continue to accrue in the DROP until the established termination date of the DROP, unless the participant ceases employment or dies prior to such termination date.  Although individual DROP accounts shall not be established, a separate accounting of each participant’s accrued benefits under the DROP shall be calculated and provided to participants annually by the Board.



(3) At the conclusion of the participant’s DROP and termination of employment with the City, the Board shall distribute the participant’s total accumulated DROP benefits, as soon as administratively practical, subject to the following provisions:




(i)  The Board shall receive written verification by the participant’s respective department that the participant has terminated employment as provided in subsection (b)(4)(ii) of this Section.




(ii)  The terminated DROP participant or if deceased, such participant’s surviving spouse or representative, shall elect to receive payment of the DROP benefits in accordance with one of the options listed below, on forms provided by the Board.  For a DROP participant who fails to select a method of payment within 30 days of termination of the DROP, the Board will pay a lump sum as provided in subsection (a), below, as soon as administratively practical.  If the surviving spouse of a current or former DROP participant fails to elect a method of payment within 90 days of the date of death of the current or former DROP participant, the Board will pay a lump sum as provided in subsection (a), below, as soon as administratively practical.





(a).  Lump sum.  All accrued DROP benefits, plus interest, less withholding taxes remitted to the Internal Revenue Service, shall be paid to the DROP participant or surviving spouse.





(b).  Direct rollover.  All accrued DROP benefits, plus interest, shall be paid from the DROP directly to the custodian of an eligible plan as defined in Section 402(c)(8)(B) of the Internal Revenue Code.  However, in the case of an eligible rollover distribution to the surviving spouse of the deceased participant, an eligible plan is an individual retirement account or an individual retirement annuity as described in Section 402(c)(9) of the Internal Revenue Code.  For purpose of this subsection, an eligible plan shall also mean an annuity contract described in Section 403(b) of the Internal Revenue Code and an eligible plan under Section 457(b) of the Internal Revenue Code which is maintained by a state, political subdivision of a state, or any agency or instrumentality of a state or political subdivision of a state which accepts rollovers and which agrees to separately account for amounts transferred into such plan from this plan.  However, in the case of an eligible rollover distribution to the surviving spouse of the deceased participant, an eligible plan is an individual retirement account or an individual retirement annuity as described in Section 402(c)(9)  of the Internal Revenue Code.





(c).  Partial lump sum.  A portion of the accrued DROP benefits may be paid to the DROP participant or surviving spouse, less withholding taxes remitted to the Internal Revenue Service, and the remaining DROP benefits shall either be transferred directly to the custodian of an eligible plan as defined in Section 402(c)(8)(B) of the Internal Revenue Code.  However, in the case of an eligible rollover distribution to the surviving spouse of a deceased participant, an eligible plan is an individual retirement account or an individual retirement annuity as described in Section 402(c)(9) of the Internal Revenue Code.  The proportions shall be specified by the DROP participant or surviving spouse.




(d).  Monthly distribution.  The account balance shall be distributed in a monthly amount paid bi-weekly of substantially equal amounts, until the DROP account is depleted, over a stipulated number of bi-weekly periods to be selected by the participant or the surviving spouse, less withholding taxes remitted to the Internal Revenue Service.  Such selection once made, cannot be changed, unless changed to Option (a) or (b), above.  The annual rate of interest to be factored into such distribution period shall be equivalent to the Actuarial Earnings Assumption in effect at the time of the Group II Member’s enrollment into the DROP less a risk premium of .25 percent.  Notwithstanding the foregoing, in the event that the participant selected a payout period over the participant’s life expectancy or over the joint life expectancies of the participant and the participant’s spouse in order to avoid the application of the 10 percent additional tax on early distributions reflected in Section 72(t) of the Internal Revenue Code, such participant may shorten the number of bi-weekly payout periods originally selected by the participant, provided that the timing of such modification conforms to the standards described in Section 72(t)(4) of the Internal Revenue Code.

 


(iii)  The form of payment selected by the DROP participant or surviving spouse shall comply with the minimum distribution requirements per Section 401(a)(9) of the Internal Revenue Code and applicable tax regulations.




(iv)  Subsequent to the month of DROP termination or death, the accrual of interest on the accumulated DROP balance shall cease.



(4)
The accrued benefits of any Group II DROP participant and any contributions accumulated under such program, shall not be subject to assignment, execution, attachment, or to any legal process whatsoever, except for alimony, child support or federal income tax levies.



(5)
Group II DROP participants shall not be eligible for the disability retirement benefits provided in Section 121.211(b) of this Chapter.


(d)  Death benefits under the DROP.



(1)
The surviving spouse of Group II DROP participants shall not be eligible for the calculation of pension benefits under Section 121.204(a) of this Chapter.



(2)
Upon the death of a Group II DROP participant, contributions to the DROP shall cease and the surviving spouse shall be entitled to apply for and receive the accrued benefits in the DROP as provided in subsection 121.211(c)(2), and apply for surviving spouse benefits in accordance with the provision of Section 121.204(b).  If there is no surviving spouse, the accrued benefits in the DROP will be paid to the estate of the Qualified Member as provided by law.



(3)
The normal retirement benefit accrued for the benefit of the Group II DROP participant during the month of a participant’s death, shall be the final monthly benefit credited for such DROP participant.



(4)
The single member death benefit under Section 121.203 of this Chapter in the event of death during the DROP period will not be paid. 



(5)  Eligibility to participate in the DROP terminates upon the death of the participant.  If the participant dies on or after the effective date of enrollment in the DROP, but prior to the first monthly benefit being credited to the DROP, retirement benefits shall be paid to the surviving spouse in accordance with the provisions of Section 121.204(b) and (c).


(e)
Cost of living adjustment.  On the first bi-weekly pay period in January following the stipulated formula and delay schedule described in Section 121.211(d)(1), or as soon as administratively practical thereafter, and for the first bi-weekly pay period after each succeeding January, the deferred retirement benefit may be increased, under the provisions of Section 121.211(d)(1), if applicable.


(f)
Health insurance subsidy.  Group II DROP participants are not eligible for the health insurance subsidy as provided in Section 121.211(d)(2) of this Chapter until actual termination of employment and separation from the City.


(g)
DROP rescission for elected or appointed officials.  The irrevocable nature of DROP participation shall not apply in the case of a DROP participant who becomes an elected or appointed official with such member being granted the option of rescinding DROP participation.  In such event of DROP rescission, the elected or appointed official shall be granted pension service credit for DROP participation periods, the City shall be assessed the amount of City contributions that otherwise would have been remitted to the Fund by the City during the DROP period, and the member will be required to make the contributions in accordance with the provisions of Section 121.113.  All deposits plus interest into the DROP account will revert to the Fund.  Such appointed and elected officials shall be permitted to re-enroll into the DROP at a later date.  However, members who were former DROP participants and who retired while in such status and separated from the City shall not be eligible to rejoin membership into the Fund.


(h)
Bonus check.  Group II DROP participants are not eligible to receive bonus check distributions that are periodically distributed to Group I beneficiaries subsequent to termination of employment.


(i)
Contributions and Deductions.  


(1)
The employer contributions on the salary, as defined in Section 121.113(a), of Group II DROP participants shall be calculated in the manner described in Section 121.113(c).


(2)
A deduction of two percent per annum shall be made from all salaries (as defined in Section 121.113(a)) of Group II DROP participants as the contribution from the participant during the period of DROP participation, with such amount being credited to the Base Benefits Fund.



(3)
Members of the Fund may be removed from the regular City payroll for a variety of reasons, including but not limited to  various forms of requested leaves of absence without pay, suspensions without pay, terminations under appeal, and removals pending the outcome of criminal charges.  DROP participants who may be removed from the regular City payroll for all or a portion of a particular pay period(s), which is not covered by the use of leave balances, are unable to comply with the obligation to make the payment of the two percent per annum deduction from salaries referenced under Section 121.212(i)(2).  During such period of non-compliance (except in the case of military leaves of absence which shall be governed in accordance with F.S. §115.12), the participant shall experience an interruption in the bi-weekly remittances to the participant’s DROP account and such period of interruption shall count against the selected period of DROP participation.  However, in the event that any such period of involuntary leave without pay was reversed and such period was accompanied by the award of back-pay from which the required DROP contribution is assessed, the DROP remittances which were interrupted during such period shall be credited to the participant’s DROP account, along with any deferred interest related thereto. 

(j)
Forfeiture of retirement benefits.  Nothing in this Section shall be construed to remove DROP participants from the scope of Fla. Const. Article II, Section 8(d), F.S. §112.3173 or Section 121.304 of this Chapter.  A DROP participant who commits a specified felony offense while employed will be subject to forfeiture of all retirement benefits, including DROP benefits, pursuant to those provisions of law.

(k)
Administration of the DROP.  The Board shall make such rules as are necessary for the effective and efficient administration of the DROP.  Neither the Board nor staff of the fund shall advise members of the federal tax consequences of an election related to the DROP.  A copy of the rules and regulations governing the DROP shall be on file with the Council Secretary and with the Board.
(l)
Section 121.212 Effective Date.  This Section 121.212 shall become effective only after the state actuary pre-approves in writing the calculation of the Plan’s normal cost based on each Member’s total employment period including the DROP Period, and such written approval is provided to the City’s Chief Financial Officer in a form reasonably satisfactory to him or her.  The effective date of this Section 121.212 shall be the date that such approval letter is provided to the City’s Chief Financial Officer in a form reasonably satisfactory to him or her. 

Section 5. Section 121.213 Created.  Sections 121.213 is created as follows:
Chapter 121. POLICE AND FIREFIGHTERS PENSION PLAN

PART 2. PENSION BENEFITS

* * *

Sec. 121.213 BACKDROP.  


(a) There is hereby created a BACKDROP retirement option (the “BACKDROP”) to the Retirement Plan, which shall allow any Group II Member, who has 25 or more years of credited service, to elect to retire and have that member’s retirement benefits calculated as if the member actually had retired at any earlier date after the date the member earned 25 years of credited service.  


(b)
A Group II Member shall have the option to elect enrollment into the BACKDROP, as described in this Section 121.213, or to alternatively elect enrollment into the DROP (a.k.a. “FORWARD DROP”) as described in Section 121.212.  However, once a Group II Member elects to enroll into one of the two optional forms of DROP participation (BACKDROP or FORWARD DROP), the member may not rescind one option and alternatively select a second option at a later date.  


(c)  Any Group II Member who has 25 or more years of credited service is eligible to participate in the BACKDROP.


(d)
(1)
An eligible Group II Member may elect to participate in the BACKDROP by submitting the following to the Fund:




(i)
One copy of a signed and submitted letter of resignation dated effective as of the date of election to participate in the BACKDROP.




(ii)
A properly completed BACKDROP application on forms provided by the Fund, which, once submitted, shall be irrevocable by the member.




(iii) Subject to Section 121.212(e), selection of the dates that begin and end the period of participation in the BACKDROP (the “BACKDROP Period”).




(iv) An agreement to replace the retirement benefits otherwise applicable with BACKDROP benefits and a reduced time service benefit calculated as of the beginning of the BACKDROP Period as if the BACKDROP
Participant had retired as of that date, but payable starting as of actual retirement at the end of the BACKDROP Period.




(v)
Any other documents or information as may be reasonably required by the Fund.



(2)
for purposes of this Section, each eligible member who elects to participate in the BACKDROP and satisfies all of the requirements of this Section shall be referred to as a “BACKDROP Participant”.


(e)
A BACKDROP Participant must resign and retire from the City as of the date of election to participate in the BACKDROP.  No benefits shall be paid under this Section unless and until the BACKDROP Participant has resigned and retired from the City.


(f)
A BACKDROP Participant’s BACKDROP Period shall not:



(1)
Commence prior to October 1, 2036;



(2)
Commence at any date earlier than the date the BACKDROP Participant earned 25 years of credited service; and




(3)  Exceed 96 months in accordance with the following table:


  Years of Credited


   Maximum BACKDROP


   Service at Time

        Period Back to 25


     of Election
  
    Years of Credited Service

more than 25 and up to 26 years
up to 12 months

more than 26 and up to 27 years
up to 24 months

more than 27 and up to 28 years
up to 36 months

more than 28 and up to 29 years
up to 48 months

more than 29 and up to 30 years
up to 60 months

more than 30 and up to 31 years
up to 72 months

more than 31 and up to 32 years
up to 84 months

more than 32 and up to 33 years
up to 96 months




A Group II Member who fails to make an election to enroll in the BACKDROP upon attaining 33 years of credited service shall forfeit all rights to participate in the BACKDROP.


(g)
(1)
Provided the BACKDROP Participant has satisfied all requirements set forth in this Section, the BACKDROP Participant shall be entitled to receive a BACKDROP amount equal to:




(a)
 the time service retirement benefits pursuant to Section 121.211(a) the BACKDROP Participant Member would have received had the BACKDROP Participant actually retired at the commencement of the BACKDROP Period, and




(b)
interest on benefits credited pursuant to Section 121.212 (a). The amount of interest to be credited shall be determined pursuant to Section 121.212(g).

(2)
Upon retirement, the BACKDROP Participant thereafter shall be eligible to receive a reduced time service benefit determined as of the beginning of the BACKDROP period. 


(h)
Interest shall be credited starting from the hypothetical date the payment would have been made had the GROUP II Member retired as of the beginning of the BACKDROP period to the end of the BACKDROP period at an annual rate of return, compounded annually, equivalent to the Actuarial Earnings Assumption in effect at the time of the Group II Member’s enrollment into the BACKDROP at the end of the BACKDROP Period, less a risk premium of .25 percent.

(i) A BACKDROP Participant shall not be entitled to receive any cost-of-living increase during the BACKDROP Period.  The waiting period to receive cost-of-living increases, as set forth in Section 121.211(d), shall commence upon retirement.


(j)
Provided the BACKDROP Participant has satisfied all requirements set forth in this Section, within 30 days from the date of expiration of the BACKDROP Period or as soon as practical thereafter, the Retirement Plan shall disburse the amount of the BACKDROP Participant’s BACKDROP benefits to the BACKDROP Participant.

(k)
All disbursements made pursuant to Section 121.212(i) shall be made subject to and in accordance with all applicable provisions of the Internal Revenue Code.


Section 6. Establishment of Supplemental Share Plan for Group II Members.

 A Supplemental Share Plan shall be established for the benefit of Group II Members to provide additional post retirement benefits, to be funded with Chapter Funds allocated to Group II Members in accordance with the provisions of the Restated Agreement attached hereto as Exhibit 1.
Section 7. Approval of Agreement; Authorization to Execute and Implement. 
There is hereby approved and the Mayor, or his designee, and the Corporation Secretary are authorized to (1) execute and deliver, for and on behalf of the City of Jacksonville, a Fourth Amendment to the Restated Agreement between the City of Jacksonville and the Jacksonville Police and Fire Pension Board of Trustees in substantially the form attached hereto as Exhibit 1, and (2) take, or cause to be taken, for and on behalf of the City of Jacksonville, such further action to effectuate the purpose of this Ordinance.

Section 8.  Benefit Bonds. 

The Board has proposed that the City issue Benefit Bonds, also known as “Pension Obligation Bonds”, for the purpose of increasing the funding of the Plan.  While the issuance of Benefit Bonds could only be triggered after a then-present market contraction, there are certain preliminary steps that could be accomplished prior to the market trigger.  The preliminary steps are: (a) Development of a Trust document, (b) development of an interlocal agreement between the Trust and the Board, and (c) the initiation of a related bond validation to confirm the validity of the bonds.  The City and Board acknowledge that the preliminary steps could take approximately six to nine months to accomplish.  The City and Board agree to work cooperatively to address these preliminary issues that would be a prerequisite to a subsequent potential City Council Benefit Bond authorization ordinance.


Section 9.  Requesting Emergency Passage Pursuant to Council Rule 4.901 Emergency. Emergency passage is requested because the amendments will affect new police and firefighter employees hired on and after October 1, 2011, and the Police and Fire Pension Fund and the Human Resources Offices of the Jacksonville Sheriff’s Office and Division need time to implement the changes.

Section 10.  Effective Date.
This Ordinance shall become effective upon signature by the Mayor or upon becoming effective without the Mayor’s signature.

Form Approved:

    /s/   John F. Germany      _ 
Office of General Counsel

Legislation Prepared By: John Germany
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