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! APPEARANCES 1 the accrual in the last two years ultinately was
2 VAYOR ALVI N BROM 2 about, | think, in the last year, 70 percent and
B el the mayor 3 65 percent or one-half of -- one-half of --
4 . James Buitding 4 one-half of 1 percent difference, is what | think
5 Jacksonville, Florida 32202 5 | t | S,
6 CC]Iq—Iil?:efSTgHg?a%]fO-lN HAND, Esquire 6 MR HA\D  Uh-huh.
T g b e 7 THE MDERATCR ~ So, Joey, thank you for
8 e e 02 8 putting this together in the format that we had
®  GNOY A LAQUDARA Esquire 9 looked at it before.
10 General Counsel . counsel 10 Wth that, | think that -- | understand --
Dyl Plreet saa00” % 11 and I'Il repeat this, as | do at every meeting for
Y DERREL Q GHATMON, Esquire 12 everybody's confort zone -- but realizing that
13 Chief Deputy General Counsel 13 everything is tenporarily agreed to, based on
B e Dl et aaa0n” 1 14 where ve ultimately end up. Everybody in
15 ROWALD BELTON 15 agreement that this is what we had agreed to and
18 e e hol i ey | Co Oty of Jacksonville 16 that these are the nunbers we will use if we're
e Dl et omon” 2° 17 able to reach an agreenent in this?
" oaR ok arE v _ 18 MR KEANE  Correct.
B e Bl lding eemite 19 MR HAND  Yes.
0 SadkSonviler Frorida 32202 20 THE MDERATGR  Chri 57
LGN KEANE 21 Al right. Thank you.
22 Executive Director-Adm nistrator 22 Secondly, what | had done today is | had put
B e e 23 together -- but | -- before | kind of get to it --
2 24 before | kind of get toit, | want to goto the --
% 25 remind everybody where we were because, if you're
Page 3 Page 5
1 - - - 1 like me, a weekend is a year.
2 THE MDERATCR ALl right. Good norning, 2 Were we were before is that we had kind of
3 everyone. Let's pick up where we -- | hope 3 put out here a proposal between us. And I'Il kind
4 everybody had a great Mther's Day. And let's get | 4 of reiterate that No. 1 would be the Financial and
5 Dback to our work this morning. 5 Investment Advisory Conmttee. No. 2 was the
6 The first thing | have in front of us from 6 ethnics, certifications, disclosure requirenents
7 the Gty -- | had asked -- and if you can put that | 7 for investnent managers and advisers. No. 3 was
8 up, please. | think we now have -- and | just 8 not yet agreed upon, but it had to do with the use
9 want to make sure that we have in front of us the 9 of the general counsel. And we're still working
10 early retirement cal cul ation nunber. Everybody 10 with that |anguage.
11 should have a copy. That was just given to ne. 11 And, John, | understand you have sone
12 John, you've got a copy of this? 12 language this morning that we will be I ooking at
13 Ckay. That's the one that we had | ooked at 13 again.
14 last week. That's the one that | think was a -- 14 No. 4 woul d be -- no | onger woul d be
15 it'salittle bit of a change fromwhat was agreed |15 included, and No. 10 woul d no | onger be incl uded.
16 on last fall. 16 No. 4 being -- if yourecall, No. 4 was -- would
17 If you renenber, we took, John, and used the |17 have been the -- what "Il call the fifth menber
18 two and a half percent rate, the accrual rate, and |18 issue. No. 5 would be as it was witten except
19 applied the accrual rate, and that became also the |19 that, in light of No. -- if No. 4 was onitted, the
20 discount rate, if you will, sothat we kind of 20 mayor |anguage would be omitted. Sx has -- would
21 evened that out so there wasn't -- but we -- but 21 be accepted. Seven woul d be accepted, except
22 we started counting fromthe -- | think your term |22 that -- no, seven would be accepted. Eght, |
23 was we started counting fromthe bottom 23 think the only issue in eight, then, would have
24 ¢ have a floor that | think is slightly 24 been regarding how we use the |anguage of the
25 lower than the floor was before, but the -- but 25 2014. And then | think el even and twel ve woul d
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1 then be agreed upon. Ten woul d be omtted. Andg 1 M HAD | wll tell you the Otyislikelgy
2 twelve would be the last thing. O course, 2 to have a counterproposal to what the moderator
3 thirteen was no |onger required by either side. 3 first advanced and the PFPF al so advanced. ¢ do
4 Now, | know that nobody had signed off on 4 not have one first thing this morning because
5 that because, essentially -- and you guys correct 5 we'restill going over sonme |anguage. So we are
6 meif I'mwong -- | had sent that over to both of | 6 going to bring that back to the table. W do not
7 youtotake -- to look at, and | know we were 7 have it ready this morning.
8 talking about |anguage, but | think at the heart 8 THE MDERATCR | understand that. Now --
9 of the agreement is whether or not the Aty is 9 and | understand that as to Item3, whichis the
10 prepared to now-- the potential agreement woul d 10 general counsel issue, that you have some | anguage
11 be whether the Gty has reached sone confort 11 that's either onits way or being put together
12 level, with the omssion of Item4 -- onmission of |12 right now?
13 Item4 and whether or not we can reach sone 13 M KEANE (nits way over.
14 language that we can all live with as to Item3. 14 THE MDERATCR ~ Ckay.  Thanks.
15 Remenber, | had a proposal that was the 15 M KEANE Fast as they can get here.
16  noderator's proposal as to Item3, but | know that |16 THE MDERATCR | know. And | take sone
17 you have sone |anguage on your way over, John, 17  blame on that because | know | had that |anguage
18 MNo. 3, and we'll take a look at that. 18 that | was -- that | had | ooked at Friday, and
19 So let's talk about Itemd. Were are we 19 then sonmehow | have managed to lose it in
20 fromthe Qty's -- 20  cyberspace, which has been ny rule since |ast
21 M HAND  Senator -- 21 Friday with ny phone, which has tw ce been | ooked
22 THE MDERATCR -~ perspective on that? 22 at. | don't know what the problemis.
23 M HAND -- just toclarify real quick -- 23 Wth that, 1'd like to nove, then -- because
24 and -- because | think there are now four of the 24 it seens |ike we're very close on these issues,
25 governance provisions that are off the table. 25 but we'll let this kind of percolate for a minute.
Page 7 Page 9
1 Thirteen, because the PFPF indicated that was not 1 And | want to go to the next kind of general
2 awpriority or aninterest of -- 2 category of subjects. And that is what | think --
3 THE MODERATCR ~ Correct . 3 MAYCR BROW It just cane.
4 M HAND -- theirs, so that sort of 4 THE MODERATCR  Is that the three? |[f |
5 disappeared -- 5 could look at that first.
6 THE MDERATCR ~ Correct . 6 Yes. (kay. Pass that out.
7 M HA\D -- removed fromany consideration. | 7 M KEANE There's one for you and one for
8 And | believe we already have agreement on three 8 the court reporter.
9 of the task force recommendations. That's No. 1, 9 | meant to try to get this paper toss over
10 which is Financial and Investnent -- 10 the weekend, and | know | can get that one, good
11 THE MDERATCR ~ Correct . 11 chance of that one.
12 M HAND -- Advisory Conmittee; No. 2, 12 Derrel, let's see if you can get airmail
13 whichis ethics, certification, and disclosure 13 there.
14 requirenents -- 14 MR CHATMN | got that.
15 THE MDERATCR ~ That' s correct. 15 THE MDERATCR  |f you woul d date this, guys,
16 M HAND -- and No. 6, whichis -- 16 so that we kind of keep these -- because this is,
17 THE MODERATCR ~ Correct . 17 like, the fourth proposal. So let's nake this
18 MR HAND: -- actuarial standards, 18 the --
19 transparency, and disclosure. So -- 19 M KEANE 5/12.
20 THE MCDERATCR ~ That' s right. 20 THE MDERATCR -~ 5/12 of "14. If you
21 M HAND -- those four, by one neans or 21 would, pencil at the top of that 5/12/14 so that
22 another, are now either off the table or agreed 22 we can keep this -- because | think this is our
23 to -- 23 third or fourth proposal on this. | realize for
24 THE MODERATCR ~ That conports with ny 24 the Oty thisis slightly different |anguage, but
25 recollection of it, yes. 25 not dramatically different, but | woul d ask that
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1 the Gty take a look at this. 1 to our advantage because the real issueis
2 Cndy, particularly, | knowyou'd want to 2 resolved in the text of this.
3 focus onit. And | knowyou haven't had a chance 3 THE MDERATCR | that sentence the only
4 toseeit. 4 thing objectionable to you in there?
5 The charter and the State | aw enpower the 5 M HAD  WlIl, | have, actually --
6 Boardtoretainits own counsel, to use the Cffice | 6 MS. LAQUDARA:  WeII, but first --
7 of the General Counsel, or both. The parties 7 M HAND: -- a question before we even get
8 agree that the O is a proper source to handl e 8 tothat. This questionis for M. Keane.
9 daily legal business for the fund, for exanple, 9 M. Keane, you had essentially advanced a
10 open records, open meetings, issues not requiring |10 proposal on governance that sort of took the
11  specialized pension or investnent |aw experience. |11 roderator's sort of proposed conprom se and nade
12 The fund's counsel and the OGC shall consult ona |12 sone tweaks to it and forwarded that. | believe
13 regular basis to ensure the Board is provided 13 it was on Thursday when we last got together. Ae
14 legal services in an efficient and cost-effective |14 you now nodifying that proposal ? And in that
15 manner. The managerment of |egal services for the |15 proposal you had indicated that you woul d accept
16  Board shall be consistent with the provisions of 16 the noderator's |anguage on Recommendation No. 3.
17 Sections 175.061, 185.06 of Florida Statutes. The [17 | believe that's correct.
18 parties agree that the current |egal counsel 18 And, again, not saying this pejoratively, I
19 structure and fees are fair and appropriate. 19 just want to make sure I'mclear. This now
20 That is a-- kind of putting this in order, 20 essentially nodifies that proposal so that, as to
21 you'll remenber that we have the original offer 21 Issue No. 3, whichis the use of the general
22 that you-all had made, a response, then a use of 22 counsel, this is the language the Board i s now
23 the Ofice of General Counsel provision the 23 forwarding --
24 moderator had included, and then discussions |ast 24 M KEANE Yes. That is correct.
25 week and then -- now, this would be the proposal 25 M HAND  Ckay.

Page 11 Page 13
1 back fromthe -- fromthe fund -- for the Board, 1 THE MCDERATCR ~ Yeah. Let ne -- let ne kind
2 excuse ne. And I'dlike to talk about that a 2 of correct -- | say correct. | don't knowif it's
3 little later this norning. 3 theright term The use of the general counsel
4 Do we have questions about that now, or would | 4 language that | had --
5 youlike a fewmnutes, or, Gndy, you -- 5 M HA\D  Right.
6 M5. LAQUDARA  Yeah. You know overall, | 6 THE MDERATCR ~ -- was -- reproduced was this
7 think the subtext of us using -- the Police and 7 one.
8 Fire Pension Fund using the General Counsel's 8 M HAND  Correct.
9 (Cficein the manner that every other agency does, | 9 THE MODERATCR ~ Actual Iy, they cane back
10 whichis for our expertise and to save expenses, 10 after that with a very short use --
11 is fine. 11 M HAD  Got you.
12 | don't know why in a mediation provision 12 THE MDERATCR  -- of the general counsel --
13 there's a position taken that is contrary to what |13 M HAND (kay. This is the latest proposal
14 ny reading is because it -- we're either 14 they have, but there hasn't yet been a rejection
15  conpromsing or we're not. 15 of -- and | -- and we may still end up working off
16 THE MODERATCR ~ Where is that one? 16 of language that is contained in No. 3 of the
17 M5 LAQU DARA Wl -- 17 noderator's proposal . But all of these, | think,
18 THE MDERATCR Wi ch one? 18 highlight -- and | think Qndy's response is,
19 M5. LAQUDARA: -- in accordance with 19 "Look, | think we ought to make this workable. To
20 Chapters 175.061 and 185.06, we do not agree with |20 make this workable, let's put down the |anguage
21 that interpretation. And so there's no need to 21 that will work for both sides."
22 wite it down; okay? They can maintain their 22 Ether one -- neither is going to concede
23 positionit applies; | can maintainny positionit |23 their legal position, but that there's a workable
24 doesn't. But if we're going to nediate this, then |24 mddle ground here without their conceding their
25 let's not each grab parts of it that we think are |25 legal position, but the nost objectionable part of
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1 that, as | heard you say, was the sentence about 1 but one of the conponents that | think was
2 175 and 185 of the nost recent proposal. 2 different than what we've been calling the MSA
3 M5. LAQJDARA: Yes. Sothe first -- if one 3 the nediated settlement agreenent, was the
4 deleted the first sentence and then the 4 treatnent of current enployees. And the nediated
5 sentence -- the penultinate sentence, then -- and 5 settlement agreenent had sone treatment of current
6 essentially retained the exact body of what 6 enployees of -- not dramatic, but there were some
7 M. Keane's saying, we're fine because it just 7 changes in the treatment of current enpl oyees.
8 states what we're going to do. And there's no 8 This woul d be more.  For a starting point, if
9 reason to state why we're goingtodoit. | think | 9 | could go back to the Aty, | want you to just
10 that woul d preserve both parties, their position, |10 kind of explain again what differences your
11 and let us get on withit. 11 proposal has for current enployees than that which
12 THE MDERATCR  Let e go back, then, just 12 was contained in the nediated sett!ement
13 for a noment and take a look at No. 3 as the Board |13 agreenent.
14 had. 14 M HAND. Rght. So the changes woul d be --
15 M5. LAQUDARA | like M. Keane's. | think |15 Carol, do you have that on the PowerPoint still,
16 he's cone -- really puts -- really captured where |16 the presentation we nade --
17 we are in this anendnent, and so -- in the one 17 THE MODERATCR ~ That woul d be My 6.
18 he's handed out today. And | think just those two |18 M HA\D  Page 22, My 6.
19 changes real Iy lets us leave it alone and gets his |19 THE MDERATCR  Yes. (ty Proposal No. 2.
20 exact |anguage without asking himto concede 20 Page 39 of the task force report is also part
21 anything. \&'re not asking -- I think that 21 of this.
22 preserves all rights for M. Keane to argue those |22 M HA\D  Put that on the board for
23 points later. 23 everybody.
24 THE MDERATCR ~ And, of course, we do have -- |24 THE MDERATCR  |1'd like you to put up the
25 we will have a record of these proceedings, that, |25 proposal because | want to start that this

Page 15 Page 17
1 if wewereto reach that language, it would be 1 norning. V&'ve got to get kind of refocused on
2 that both parties were maintaining their |egal 2 this issue for a nonent while we --
3 position, but for purposes of agreement, would be 3 M HAND It's Page 21.
4 finding language that they think woul d be 4 THE MDERATCR  Before | leave this -- and |
5 workable, hopefully, to avoid this issue in the 5 knowthat you have all the time you want on this,
6 future. 6 withinthe constraints of what we've outlined as
7 M. LAQU DARA  Uh-huh. 7 our schedule. Do you expect the Gty today to
8 THE MODERATCR ~ Now; | think where | was 8 have a response to Issue No. 4 in the governance?
9 going next, folks -- because | knowthe Gty 9 M HAND | would say at the latest we
10 hasn't cone back with the critical issue of No. 4. |10 expect to have one at the very beginning of
11 And when | say the critical issue, | nean, I 11 tomorrow morning.
12 think -- | think the Board has made very apparent | 12 THE MODERATCR ~ Ckay.
13 at this table howinportant that issue, No. 4, is |13 M HAD | can't promse there will be one
14 tothem | think that an awful |ot hinges on 14 today.
15 that. Were we are nowis I'd like to move to 15 THE MODERATCR | under st and.
16  have a discussion this norning about -- and | want | 16 MAYCR BROW  Yeah. %, you know --
17 to hear whether or not there is or will be a 17 THE MODERATCR | got it.
18 counter on the issue of current enployees. 18 MAYCR BROW It may be at the end of the
19 John, the Board made, in their initial 19 day. It may be, but definitely by tomorrow
20 presentation -- 20 THE MDERATCR ~ Ckay.
21 M HAND:  You rmean the Qty? 21 MAYCR BROW | just --
22 THE MDERATCR  The Board. 1'msorry. The 22 THE MDERATCR ~ Just -- we're on a tight
23 Board received, intheinitial presentation from |23 schedule, and | think that is a linchpin of
24  the Aty -- nade, | guess, a week ago -- made the |24 whether or not we get that governance put to bed.
25 proposal, and the proposal had nany conponents, 25 M KEANE Today's a short day too.
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1 THE MODERATCR ~ And today's a short day. 1 and fire enployees are restored. So, again, that
2 Everybody knows that. 2 would go from7 percent to 10 percent in an
3 MAYCR BROW  No. | get that. 3 effectively two-stage process.
4 THE MDERATCR Al right. Go ahead. 4 And then, finally, the issue of final average
5 M HAND Al right. Soas to current 5 conpensation period, this would apply to enpl oyees
6 enployees, obviously, we talked about that no 6 withless than ten years of service. Qurrently
7 benefits earned as of the date of plan 7 it's based on the last 24 months of enpl oyment.
8 inplementation woul d be inpacted. Because the 8 This would nownove it to a period of time that's
9 plan would be inplemented as of Cctober 1st, 2014, | 9 based on the last 60 months of enpl oyment, with
10 we nmoved the recomendations fromthe Retirenent 10 the caveat that that anount coul d not be | ess than
11 ReformTask Force and indicated the proposed term |11 the 24-nonth amount that woul d be in place as of
12 of those benefit changes would be fromQctober 1, |12 the date of plan inplementation, so Qctober 1st,
13 2014, through Septenber 30th, 2017 -- also talked |13 2014. So for whatever the -- whatever the
14  about making future pension benefit determnations |14 two-year number it would be as of Qctober 1, 2014,
15 through the col | ective bargaining process. 15 that woul d essentially serve as a floor.
16 So just to kind of -- as a refresher on what |16 THE MDERATCR @0 back and remnd ne, guys.
17 the proposed benefit changes woul d be -- and, 17 Wen we did the MSA as to the issue of the
18 again, these are the Retirenent ReformTask Force |18 enployee contribution, if | recall the MBA
19 recomendations for current enpl oyees. For 19 correctly, there was a 1 percent -- had it been
20 current enpl oyees who have greater than ten years |20 inplemented, there would have been a 1 percent
21 of service right now, on a going -- right now 21 contribution that was being made by the Board on
22 there is a guaranteed 3 percent OCLA starting as 22 aninterimbasis.
23 early as three nonths after retirenent. The 23 M KEANE \¢'re doing it now, 4 percent.
24 proposal would be to cap the OOLA at 1.5 percent, |24 THE MIDERATCR  There woul d have been one
25 make the CCLA the lesser of that, and CPl, as 25 additional percent?

Page 19 Page 21
1 neasured by the Social Security QLA starting 1 M KEANE Sormething |ike that.
2 that the third January after retirenent. 2 THE MDERATCR ~ Yeah. If | renenber right,
3 For those enpl oyees with |ess than ten years 3 it would have been one additional percent --
4 of service, again, moving fromthe guaranteed 3 4 M HAND: It was for a one-year period or
5 percent GOLAto 1that is capped at 1.5 percent, 5 for atwo-year period into base benefits, but
6 starts the third January after retirenent, but 6 really was not -- at least fromny memory of the
7 starts no earlier than Age 55. So there would be 7 MSA was not tied to the enployee contribution.
8 an age floor, an activation floor, at Age 55 for 8 Wat we agreed on that -- what we agreed on that
9 current enpl oyees. 9 last year was an increase from7 percent to 9
10 For the DROP, Deferred Retirement Cption 10 percent of pay that was -- that woul d be activated
11  Program the current systemhas a guaranteed 8.4 11 following the restoration of the pay cuts; in
12 percent rate of return. Under the task force 12 other words --
13 proposal, which we moved as our current enpl oyee 13 THE MODERATCR ~ Ckay.
14 proposal, this woul d change that to the actual 14 M HAND: -- once the pay cuts were
15 rate of return with a rate floor of zero and a 15 restored, portions of any future pay increases
16 rate cap of 10 percent. 16 after that would go to increase the enpl oyee
17 The enpl oyee contribution right nowis 7 17 contribution from7 percent to 9 percent, so it
18 percent. | know M. Keane's had sone conmentary 18 would not be as imediate as what's being proposed
19  on other sources of contributions, but the amount |19 here.
20 coning out of an enployee's paycheck right nowis |20 THE MODERATCR ~ Wiat you' re proposi ng here
21 7 percent. Qur proposal, which mrrors the task 21 would be that there would be an inmedi ate
22 force proposal, would be to raise that from?7 22 additional 1 percent out of the enployee --
23 percent to 10 percent, 8 percent imediately upon |23 M HAND  Correct.
24 plan inplementation, from7 to 8, and then from8 |24 THE MODERATCR  -- pay that would go to 10
25 to 10 when the previous pay cuts taken by police 25 percent, but that would only go to 10 percent when
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1 the pay cuts, which were 2 percent -- 1 beenrejected. It was a good start, a good effort

2 MR HAND: 2 percent. 2 on everybody's part, but it's rejected. It's --

3 THE MDERATCR  -- are reinstated? 3 THE MDERATCR  Rej ected by counsel ?

4 MR HAND.  Correct. 4 M KEANE -- rejected.

5 THE MCDERATCR ~ Though you are currently 5 THE MDERATCR  Right. | understand.

6 negotiating with, I think, FCP and then the -- | 6 M KEANE Rght. So we oppose any

7 nmean, isit FCPor -- 7 significant changes for current enpl oyees. They

8 MAYCR BROW  Local 122. 8 were hired with a benefit structure. They have

9 THE MDERATCR -~ PP -- FCP. 9 paidinto-- to contributions to support the

10 M HAND:  Yeah. 10  benefit structure.

11 THE MDERATCR ~ And then the firefightersis |11 Four percent of the chapter funds that woul d

12 one year behind. 12 otherwise be al located to the individual enployees

13 M HAND It is. Now just to be clear, we |13 have been paid into the fund to support this

14 have conme back to the table with the firefighters. |14 benefit level, and to take that away fromthem we

15 They effectuated a waiver as it related to 15 don't think is proper, probably not lawful, and

16  collective bargaining of pension benefits. 16 certainly contrary to a sense of fairness and

17 There's always the possibility of comng back to 17 justice. So, you know, we went the current

18 the table a year earlier with fire. Rght nowthe |18 enployees to remain where they're at for that.

19 only one that's on schedule is the FCP. Their 19 THE MDERATCR  Let ne ask a question, back

20 current contract expires on Septenmber 30th. 20 tothe Gty. Hwwas the ten-year line arrived

21 THE MODERATCR ~ And how again does the -- did |21 at?

22 the MBA address -- did it retain the last 24 22 M HAD And | don't want to speak verbatim

23 nmonths for cal culation purposes? 23 for the task force, but as best | can recall, the

24 MR HAND It didnot. It did-- the MSA on |24 task force wanted to recognize that there was a

25 these other matters, did not affect current 25 distinction between -- in other words, that all
Page 23 Page 25

1 enpl oyees. 1 current enployees should participate in some

2 THE MDERATC(R At al | ? 2 meaningful way inretirenent reform but that

3 M HA\D Correct. Yeah. The only change 3 there was a distinction between enpl oyees who vere

4 for current enployees on this list was -- 4 closer to retirement versus those who were sort of

5 THE MDERATCR  No. 4. 5 earlier intheir careers and had nore time to plan

6 M HAND -- the treatnent of the enpl oyee 6 for retirenent.

7 contribution -- 7 So that ten-year, | think, the fact that

8 THE MODERATCR R ght. 8 there were some enhanced changes for enpl oyees who

9 M HA\D -- the way we've just described. 9 are less than ten years of service was a

10 THE MDERATCR Al right. Wth that kind of |10 recognition of the fact that they're earlier in

11 reopening this conversation, John, 1'd Iike your 11 their careers, have more tine to plan for

12 reactiontoit. First of all, isthe Board going |12 retirement, and there's al so nore inpact the

13 to make a proposal in this area? And if not -- I |13 changes to those enpl oyees has on the overal | kind

14 nean, you're not conpelled to. Does the Board 14 of financial state of the -- of retirenent issues

15 have a reaction to this? And | want to-- | want |15 for the Gty.

16 to hear the Board' s reaction to where we are on 16 THE MODERATCR ~ Conversations -- and | know

17 this. And | want to try to search for ways to see |17 that I'mkind of plow ng what -- but not everybody

18 if wecannoveinthis area at all. 18 here was part of that. Cnhe of the conversations

19 MR KEANE \Véll, first we want to make it 19 that we had during the nediated settlenent, that |

20 clear that the Gty proposal does not followin 20 recall, was kind of a persistent discussion of the

21 totothe nediated settlenent agreement. W& hear a |21 idea of people make a job decision, a career

22 lot of times, the proposal s we advance, they keep |22 decision, and they say, "I'mgoing with the Gty

23 referring to, "Vell, that's not what you 23 of Jacksonville, and I'mgoing to the Aty of

24 agreed" -- "in the mediated settlement agreement." |24  Jacksonville for these reasons," a package. And

25 Vel |, the nediated settlement agreenent has 25 they make that eval uation, just as they -- "That's
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1 why | prefer Jacksonville over Orlando," or "I 1 very consistent wth changes that are happening in
2 prefer Jacksonville over Tanpa, is because |'ve 2 other jurisdictions and, frankly, some of those
3 looked at the entire package." 3 same jurisdictions that conpete with the Aty of
4 And they' ve nade this decision. And they've 4 Jacksonville.
5 been here for -- this situation, they will have 5 So, for exanple, as you know, the FRS ended
6 worked -- if they came at 22, whichis the age 6 its LA for all service for special risk
7 we've been -- the task force used and |'m 7 enployees after July 1st, 2011. As you can See,
8 confortable with, and Joey tells meis within the 8 for exanple, in the category of enployee
9 realmof reason, if it's -- if they came at 22, 9 contribution, there are other cities who are
10 under what the task force recommended -- and I've |10 significantly higher than what we're recomending.
11 read the recomendations and don't disagree or 11 At present, the Gty of Tanpa charges 13.26
12 agree. It doesn't matter. 12 percent contribution for its police and fire
13 Wiat | -- what woul d be happening nowis that |13 nenbers. Now interestingly, they've tied theirs
14 a 31- or 32-year-old guy -- or when | say guy, 14 to the performance of the plan. So as the plan's
15 nale or female, obviously -- is nowfaced with a 15 performng not as well, the enpl oyee contribution
16  changed set of circunstances. They've put inten |16 goes up, and vice versa. The Gty of Manm is 10
17 years, alnost. Let's say they're nine years, 17 percent for their fire enployees, 13 percent for
18 plus. They've put alnmost ten years -- the 18 their police enpl oyees.
19  package -- which in retirement is a significant 19 But | think the other key issue -- and Derrel
20  decision when you' re going somewhere in police and |20 mght want to speak to this alittle bit -- the
21 fire because that's typically a career line that 21 argunent's been advanced that, "Véll, we don't
22 lasts along tine, | guess, as your chiefs and 22 want to have two people on the sane equi pment who
23 assistant chiefs here started at sone point in 23 have two different benefit packages."
24 tine on a ladder truck. 24 That happens already. | nean, that's already
25 Wat do you say to the guy that says, "Ckay. |25 the case right now, that you have multiple

Page 27 Page 29
1 Youre 31 years old" or "32 years old, and you 1 enployees on the same equi pment or on the sane
2 made a decision to cone to" -- "and now the rul es 2 shift who have different level's of contribution,
3 of the gane are changing. And the guy who came in | 3 whether it's because of step raises or because of
4 inthe class ahead of you, they're not changing 4 sone of the other factors that go into the overall
5 for himor her"? Knd of a response to that -- 5 conpensation package, so that the idea that we're
6 M HAND  Sure. 6 going to somehow i npact noral e because there's a
7 THE MDERATCR ~ -- because -- and |' m not 7 little bit different level of benefit between two
8 throwing this out as ny argument. These are -- 8 enployees -- as | understand it, Derrel, that's --
9 M HAND  Sure. 9 M CHATMN Right.
10 THE MODERATCR -~ the discussions we had, 10 M HAND: -- the case as it is right now
11 and | want to get these discussions back infront |11 MR CHATMON  Wthout question. The point
12 of us because | think they're at the heart of the |12 that Chris is addressing i s something that
13 decisions that we have to make on this subject. 13 Jacksonville has experienced for years. W have
14 M HAND  Sure. | would say several things. |14 different |eave plans. V& have different
15 Nunber one, first, we've all got a stake in making |15 conpensation |evels that separates us.
16 sure we've got a stable retirement system 16 The idea that you have two people on the same
17 Everyone needs to play a role in that; two, that 17 apparatus which may have different benefits
18 retirement benefits are part of the overall 18 because it's part of the package has been going on
19  conpensation package, not the entire conpensation |19 since Jacksonville has existed. It's just a
20 package; three, | think it's inportant to kind of |20 matter of when the inplenentation takes place and
21 take into account that -- and | think it's sort of |21 the changes that occur.
22 what the overall |andscape is on pensions, and 22 Now, understanding M. Keane's point is that
23 that's what sort of this next chart shows, as 23 he's looking at retirenent as a totality, but as
24 well. These types of changes that we're 24 Chris's point points out, this is conpensation
25 reconmendi ng for current enployees are, frankly, 25 overall for the entire package, both the dollars
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1 that go into their pockets fromwages, as well as 1 different |eave plans. The |eave plan was changed

2 retirenment. 2 for people that are going to be coming. No one

3 M5, LAQUDARA And if | could briefly -- 3 that was here had the |eave plan changed, yanked

4 Dbecause the other matter that we brought up at the | 4 out fromunderneath them It was established for

5 nediation, which | think is key to why these are 5 future enployees; is that correct?

6 sodifficult here -- look at -- Chris has and 6 MR CHATMIN  That woul d be correct, but the

7 Derrel has the nature of those. Thisis the 7 two people would still be on the same apparat us.

8 issue. It'stothe trust's benefit to increase 8 M KEANE It doesn't matter whether they're

9 the financial solvency of the trust. And so 9 walking or riding. The leave plan was changed for

10 negotiating for sonething that does not bring nore |10 new people. Nobody that was here had their |eave

11 noney into the trust is against the interests of 11 plan changed; correct?

12 the existing retirees. 12 THE MIDERATCR Wi ch this plan has done --

13 And so that's the difficulty that this 13 would al ready do.

14 30-year position put M. Keane in. He's 14 MR KEANE W proposed to do --

15 negotiating to say, "Vell, we should pay a 15 THE MIDERATCR V¢ agree that new enpl oyees

16 guaranteed 8 percent, even if the fund returns 16 are going to be on a different --

17 four." And that is attacking the very corpus that |17 M KEANE Exactly.

18 the trustees are supposed to be increasing. 18 THE MDERATCR  Different --

19 So | think the recognition of that principle |19 M KEANE Thisis --

20 was one that led us to, you know really |ooking 20 THE MDERAT(R  -- plan --

21 at the minor issues on the -- on new enpl oyees but |21 M KEANE Thisis --

22 by hitting those that were consistent with other 22 THE MDERATCR -~ al ready.

23 jurisdictions. 23 MR KEANE This is changing current people,

24 THE MCDERATCR ~ John, kind of -- 24 which is not the case in the illustration

25 MR KEANE Sure. Sure. 25 M. Chatnon made. And to Chief Hand, that's an
Page 31 Page 33

1 THE MDERATCR  |'mkind of turning it around | 1 interesting note up there that -- he tal ks about

2 back to you and -- kind of make the same argument. | 2 the FRS. \éll, the FRS contribution is 3 percent

3 Wen | read the task force -- what | see the task 3 fromthe enployee. Now, you know, do we want to

4 force addressing is they say, "Look, this is for 4 put the new people in FRS? |s that -- are we not

5 overall fund health.” 5 evengoing totalk about that? | don't want to do

6 MR KEANE  Uh-huh. 6 it, but we keep bringing FRS in here.

7 THE MODERATCR ~ "Ve think the overall fundis | 7 So -- and the Tanpa peopl e and the Mam

8  healthier if we do" -- "nmake these changes and 8 people, the 4 percent that we currently put in --

9 will be healthier over the long termby making 9 because peopl e keep saying the people only pay

10  these changes." 10 7 -- and Tanpa and Mam, 4 percent goes into

11 And, admttedly, ten years is not a magical 11 their individual share accounts. Now, you can't

12 tine period, but it was one that was essentially 12 have it both ways. You can't say in Tanpa they

13 the first one-third of enploynent, meaning that 13 pay 13.26 and they get a share plan, which they

14 two-thirds -- presumably, those who are past 14 don't say, or you say in Jacksonville they pay 7.

15 one-third of their enployment won't be affected at |15 They don't have a share plan, but 4 percent is

16 all by this. The people who are in the first, 16 used.

17 roughly, one-third of their enployment in a 25 17 Now if we're going to put the nunbers up, we

18 to-- | mean, what is a 30-year plan -- again, 18 ought to put the nunbers up which are reflective.

19 react to this and tell nme the Board's reaction and |19 The pension fund receives, for our current

20 also what role you think the Board -- where the 20 enployees, 7 percent fromtheir salary and 4

21 Board fits into this issue of contribution by the |21 percent of the chapter money. Seven and four is

22 enployee, especially linking that to wage 22 eleven. Andit's more than Manm.

23 reinstatenent. 23 THE MDERATCR  Now;, in the MBA we did

24 M KEANE (kay. \ell, let's start with the |24 address that issue. Aml incorrect that there was

25 last point that M. Chatnon made, that there are 25 some interimadditional funding that the Board --
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1 remind ne and tell ne howthat fits into what's 1 because if this is going to work at all, as you
2 being proposed here. 2 say, it's got to be, not only agreed here, it's
3 M KEANE W% agreed to make sone additional | 3 got to be agreed to around the hal lway here. Tell
4 contributions, but inthe MBA we al so -- 4 e what you think, if any, current enployee
5 THE MODERATCR ~ But, now, that would apply to | 5 contributions play in the likelihood -- if there's
6 everybody from-- 6 not something el se done on current enpl oyees, can
7 M KEANE Correct. 7 we get the Gouncil to agree to this, inthe
8 THE MODERATCR ALl current enpl oyees? 8 Board's view, or does that matter to you?
9 MR KEANE Correct. Because the funds -- 9 M KEANE \Eéll, there's two things -- sure,
10 source of funds we were going to use is 10 it matters. The charter says that all pension
11 accunul ated chapter funds that were accumul ated 11 benefits have to be enacted by the Gty Council.
12 for the current enpl oyees. The 4 percent fromthe |12 Because of press reports that inaccurately reflect
13 chapter fund that is paidinto the base benefit 13 the situation, some of our citizens believe that
14 fund on behal f of the current enployees is to 14 the Pension Board created the pension benefit
15 provide for some of these benefits that at the 15 structure we have.
16 time were enhanced benefits. The Gty has since 16 Nothing coul d be further fromthe truth, as
17 provided those same |evel of benefits to the 17 everybody at this table knows. Gty Council
18 general enployees and correctional officers. 18 created every, single pension benefit that we
19 They're no longer enhanced benefits. 19 have, and we're thankful for that. W& have
20 THE MDERATCR  (nce again, | wasn't over 20 agreed, in our earlier discussions, to make a
21 here -- | only knowwhat | read in the newspaper, |21 significant additional contribution fromthe
22 and due respect to our audience, that may or nmay 22 enhanced benefit account reserves.
23 not be accurate. | said may or may not, whichis |23 THE MODERATCR s --
24 better than what | woul d say privately. 24 M KEANE New enpl oyees --
25 M/ viewon this was that one of the 25 THE MODERATCR s that the --
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1 concerns -- and the task force addresses this in 1 MR KEANE New enpl oyees --
2 the report, not explicitly but I think inplicitly 2 THE MDERATCR ~ Just renind me.  Wen you say
3 inthereport -- is that the Council -- that we're | 3 that, was that the 20 mllion?
4 here because the Council did not pass -- did not 4 M KEANE It was at the tine the 20
5 accept what we had as the MBA  Now, | can't tell 5 mllion.
6 you what any one person who wasn't reporting that 6 New enpl oyees who are getting a significant
7 way -- and I'm-- and | haven't gone back -- and 7 lower benefit level, we're not going to pay 4
8 I'mnot going to go back and read transcripts, and | 8 percent for them [It's just unrealistic. You
9 | don't know what they would tell ne, anyway. 9 can't doit, you know?
10 But what |'mgetting at is, let's talk about |10 THE MDERATCR ~ And the reason being because
11 kind of the practical aspect here. Wiat's your 11 you don't think that's -- because they' re not
12 viewof what role current enployee contribution or |12 receiving the sane enhanced benefit?
13 current enployee participation in the changes play |13 M KEANE They're not receiving the
14 in likelihood of the success of any agreenent we 14 enhanced benefit. And they're going to get a
15 reach? 15 chance to vote on the benefit structure. And, you
16 In other words, if we sit down and we reach 16  know the statute is clear. The chapter funds are
17 something on governance and we reach something on |17 for enhanced benefits.
18 addressing the unfunded liability, which we'll 18 And if you've | owered somebody' s benefit, no
19 talk to sone today, but we -- and we've done what |19 anount of |owering can -- take |ower benefits and
20 we've done, which | think is we've moved new 20 convince anybody that they're getting more. It
21 enployees and -- that's out of the equation. 21 just don't work that way. And we wouldn't even
22 Qurrent enpl oyees seemto have been, fromthe task |22 try that. So, while we're strongly conmtted to
23 force rendition -- and | want to ask both sides to |23 conprehensive pension reform it has to be
24 comment on this. Howinportant were additional 24 conprehensi ve pension reform
25 changes in current enployees in your mnd to -- 25 THE MDERATCR Wl I, tell ne -- and by the
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1 way, | say this to both sides. Wenever | -- and 1 MAYCR BROM  Ckay.
2 |'ve been doing this right at 40 years now, sadly. | 2 M KEANE -- on the current menbers' behal f
3 Whenever people tell me the statute is clear, if 3 to supplenent their current contribution as
4 the statute is clear, we'd never have disputes. 4 already supplenented. V& could transfer some
5 \%& have lots of them and sometines not only are 5 additional 175 and 185 funds to preserve these
6 they not clear, the rulings aren't clear. 6 benefits.
7 But -- sotell me, as to current enployees, 7 MAYCR BROW  Anything el se that you think
8 what does the Board -- does the Board have any 8 the Board woul d consi der?
9 recomendation? And if not, how does that inpact 9 M KEANE | think they woul d consider that,
10 the likelihood of getting Council approval, given |10 yes, sir.
11 what the task force has recommended, which | think |11 MAYCR BROW  In addition to what you j ust
12 this reflects? And you -- | knowyou followthis |12 said, the 175, 185, anything else that they woul d
13 very closely in terns of your job. Wat's the 13 consi der?
14 likelihood of getting an agreement if we don't 14 M KEANE MNo. There's not much else to
15 have sone current enpl oyee change approved by 15 consider. As the lawyer fromTallahassee who cane
16 Council? 16 over here, M. Linn, told the task force, we have
17 M KEANE: Veéll, the first thing you have to |17 an agreenent between the Pension Board and the
18 dois, on the sheet nusic that you're going to 18 dty, and that's what governs our conduct and
19 present to the Gouncil, you ought to have the true |19 relationship. And so we want to make the
20 facts. Quit talking about 7 and talk about 11. 20 necessary amendnents to have a productive pension
21  And make it clear that on behalf of the current 21 plan going forward, but that does not include
22 enployees 11 percent of the rate of pay is going 22 dismantling what our menbers gave up along the
23 into the pension fund. And quit this devious 23 way.
24 deception. You know, the actuarial report -- wait |24 I'n 1996, the nenbers took a -- the new
25 annute. If that was too strong, let me withdraw |25 nenbers took a 25 percent reduction in their
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1 that. 1 starting salary to help stabilize the pension
2 M HAND It's not only too strong; it's 2 fund. And the Gty contribution at the tine, when
3 entirely inaccurate, but, you know -- 3 they needed this stabilization, was 3.9 percent.
4 M KEANE This is inaccurate up here. 4 But they reduced the salary for future police
5 Chief, thisis inaccurate. 5 officers and firefighters by 25 percent, but they
6 M HAND:  Yeah. Yeah. 6 had an ARC where after seven years they woul d
7 MAYCR BROW  So et ne -- can | -- can | 7 begin to catch back up. Sothere's lots of ways
8 just -- 8 todoit. Ve could make a supplenental
9 THE MDERATCR (o ahead. 9 contribution over a period of years that, with the
10 MAYCR BROW  So -- just so we can get back 10 enhanced Gty contribution and strong narket
11 in focus here, John, what is it that you -- that 11  returns, we would then see the benefit of the
12 you think fromthe Board perspective woul d 12 reduction in Gty contributions.
13 contribute to the current enployees helping to 13 Now, in the previous charts that were put up
14 make sure that the Board s fiduciary 14 there that show howthe Gty contribution
15  responsibility would be to make sure that the 15 increased since you have becone mayor, there were
16 retirement reformis conprehensive and secure? 16 two main driving forces for that, of course, that
17 MR KEANE  Uh-huh. 17 we know that our friends behind us may not know
18 MAYCR BROW  Are there any variabl es that 18  And one was the directive fromthe Dvision of
19 you can just tell us -- 19  Retirement to lower the actuarial assuned rate of
20 MR KEANE Right. 20 return from8.5to 7.75. That increased the Gty
21 MAYCR BROME  -- that woul d be things that 21 contribution by about $40 nillion, that one thing
22 the Board woul d consider, maybe not -- just 22 alone.
23 consider. Can you just talk about that for a 23 And then the reconmendation -- M ddl eman --
24 few-- 24 to lower the assuned rate of returnto -- they
25 MR KEANE An additional contribution -- 25 recommended 6.9. The Board went with 7. That
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1 cost another al most $40 mllion. 1 M KEANE Rght. If that has an actuarial
2 Those two things -- because market 2 reduction of X percent, you apply that sane factor
3 performance, since you' ve been in office, has been | 3 and thenit's a wash.
4 very good, not only for us, but for institutional 4 THE MDDERATCR ~ Questions on this side?
5 investors nationwide. So we're making sone strong | 5 Woever.
6 returns and making up for lost ground, but, 6 MAYCR BROM | just want to say --
7 nevertheless, we've got a lot of catching up to 7 THE MDERATCR G0 ahead, M. Mayor.
8 do. 8 MAYCR BROW  (ne point, let me make a point
9 THE MDERATCR ~ What does the -- because I'm | 9  here --
10 trying to catch this, and | know | want to be 10 THE MDDERATCR Yeah.
11 clear. Wat do you believe as to current 11 MAYCR BROW  -- that -- one of the things
12 enployees -- as the Board, what do you believe 12 you said earlier about Council rejecting the
13 ought to be done, and if done, would result inan |13 original plan, which you agreed to, even though
14  acceptable -- a plan that woul d be acceptable to 14  they rejected it --
15 the Council? Wat are you saying that the Board 15 M KEANE  Uh-huh.
16  thinks ought to be done? 16 MAYCR BROW  -- but then the issue of
17 M KEANE \éll, it's going towindupbeing |17 fairness and justice. So | want to be clear. |
18 a package, so we've got to get all the pieces 18 want to be fair to the Gty enployees, police and
19  here. 19 fire, and | believe injustice. | believeit's
20 THE MDERATCR ~ Ckay. 20 just and noble and | think it"s norally right for
21 MR KEANE You know, we've got the pie 21 adtytoprovide a retirenent plan for its nen
22 shell. W need to decide what the filling's going |22 and women who Serve and protect us every day. |
23 to be before we can serve it. So we need to know |23 think that's very inportant.
24 all the pieces. 24 M KEANE W absolutely agree with you,
25 THE MODERATCR ~ Everybody knows that this is |25 Myor.

Page 43 Page 45
1 all part of -- but I'mtalking about now what is 1 MAYOR BROW 1'mgoing to be fair and |
2 the Board's suggestion. The Gty has said, "This 2 believeinjustice. And sol just, you know --
3 is what the task force said. These are the 3 but we have a -- | nean, we have a plan up here
4 changes we want to make." They've used the 4 that | think the task force did a great jobin
5 ten-year differentiation. 5 putting together, an opportunity for us to sol ve
6 Respond to that. Wat do you think about the | 6 this problem And | think -- and, yes, we'll have
7 idea of aplan that has different -- that 7 a package, but you have variables within those
8 recognizes a differentiation at the earlier third 8 packages to make a whol e package. And I'mtrying
9 of your career, as opposed to the later parts of 9 toget --tofigure out what el se other than what
10 your career? 10 you just naned that we can talk about.
11 MR KEANE For our current enployees, it's 11 So M. --
12 immnently unfair because they have been paying on |12 M HAND  (kay. My | ask a question or --
13 the higher schedule for their ten, nine, eight, 13 THE MDERATCR @ back to Chris.
14 seven, six, five, four, three, two, one tenure, 14 M HAD -- two? Sure. Just to sort of be
15 wherever they're at. So that's anissue. Andto |15 specific on sone of the aspects we brought up, as
16  overcone that issue, we woul d recomend to the 16 to, for exanple, the DRCOP proposal, is it the
17 Board the increased use of chapter funds. 17 Board's position that it would not consider any
18 THE MDERATCR ALl right. 18 change in what is right nowa guaranteed 8.4
19 M KEANE W% don't want to pull the rug out |19 percent rate of return? In other words, setting
20 fromunder our enpl oyees. 20 aside for a nonent the issue of OCLA and going to
21 THE MDERATCR S0 -- 21 DROP, the Board's position is that DRCP shoul d
22 M KEANE Not going to. 22 continue with the guaranteed 8.4 percent rate of
23 THE MDERATCR ~ So in lieu of that proposal, |23 return and not change that to the actual rate of
24 you're suggesting that there be greater 24 return for current enpl oyees?
25 contribution made to the plan by the Board? 25 M KEANE | haven't addressed that yet,
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1 Chief. W -- 1 M KEANE Correct.
2 MR HA\D  Ckay. 2 THE MDERATCR ~ You' ve --
3 THE MODERATCR I, let's -- 3 M HAND:  W@'ve gotten some perspective on
4 MR KEANE \¢ talked about -- 4 the enployee contribution. Wat about on the
5 THE MDERATCR ~ Ckay. | under st and. 5 issue of LA which is sort of the -- you know,
6 M KEANE: -- two other things. 6 of the four tranches of benefits, here is another
7 THE MDERATCR ~ Ckay. eI, let's talk about | 7 one that we've noved sone significant proposal s
8 that for a noment, just see where we -- let's talk | 8 on.
9 about the proposed DRCOP. And | renenber these 9 And | will tell you, just to answer Senator
10 discussions inthe MSA So let's talk about the 10 Smth's earlier question as to current enpl oyees,
11 proposed rate. \Wat right nowis -- that thereis {11 | think Gty Council's made it pretty clear,
12 a--thereis amintained rate. W all agree on |12 especially those who did not vote in favor of |ast
13 that. 13 year's agreement, that that's very inportant to
14 And this proposal says that we would replace |14 them that there be -- to use their term there be
15 the maintained rate, but we woul d have a range 15  sone additional shared sacrifice by current
16 within-- it would perform-- you wouldn't -- you |16 enployees in the overall retirement benefit.
17 couldn't drop bel ow the floor, and you coul dn't 17 So, again, that's no nystery. That's been
18 rise above the cap, but that we woul d take actual |18 reported in the newspaper and in other outlets.
19 performance in that. Tell ne what you think about |19 They've been very clear. And, of course, the task
20 that idea. 20 force was equal ly clear on that as a part of the
21 M KEANE It's certainly worthy of 21 overall retirement package.
22 additional reviewand discussion. The -- 22 THE MODERATCR ~ Back to you on COLA
23 THE MODERATCR ~ So your answer on that is 23 M KEANE On OOLA a reduction -- | believe
24 just not -- 24 the task force had a different cutoff date for
25 M KEANE \éll, we haven't resol ved that 25 affecting the new people -- the current people on
Page 47 Page 49
1 yet. 1 that change.
2 THE MCDERATCR | under st and. 2 M HAND  This is exactly --
3 M KEANE But on the guaranteed 8.4 percent | 3 M KEANE You-all have a 14-year --
4 rate of return, alot of nmisinformation circulates | 4 16-year, something |ike that, for people on the
5 on that too. 5 OA--
6 THE MDERATCR ~ Sure. 6 M HA\D This is exactly what the -- was in
7 M KEANE The DRCP noney, for accounting 7 the task force report, so --
8 purposes, is held in a separate account. And so 8 M KEANE  (kay.
9 when you apply the fund earnings to that segment, 9 THE MDERATCR ALl right. Tell ne what your
10 now you have some noney over here that we use to 10 reactionis to the -- to the GOLA proposed change.
11 pay 8.4. Like last year, we nade significantly 11 M KEANE It could well be acceptable as
12 nore than 8.4. And soit's sitting over there to |12 part of an overall --
13 help pay in when we nade less than 8.4, but, you 13 THE MIDERATCR | under st and.
14 know it's not ever been presented that way to the |14 M KEANE -- package.
15 people, but folks here at the table know that. 15 THE MCDERATCR  So the OCLA -- now, so that |
16 THE MDERATCR  Right. Ve talked about that. |16 nake sure that |'mclear on this so we later don't
17 And one piece of good news is that this year 17 have any argunent, for purposes of the COLA woul d
18 nunbers are better than last year's nunbers -- 18 you -- is the ten-year differentiation
19 M KEANE (ntrack to be much better, 19 appropriate?
20 thankfully. 20 M KEANE (h, yes.
21 THE MDERATCR ~ Yeah. R ght. 21 THE MDERATCR ~ Ckay.
22 Chris, other questions you had about this? 22 MR KEANE That peopl e have al ready paid,
23 So we -- so the DRCP conversation is an open |23 our current people, is a big hangup, but there can
24 conversation? 24 be ways to work some of these proposed changes
25 M HAN\D Right. 25 into a new pension benefit structure.
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1 THE MODERATCR ~ So as to the LA and as to 1 whatever the nunber turns out to be. You guys
2 the DROP proposal s that are there -- 2 know what your -- when the -- when the
3 MR KEANE  Uh-huh. 3 reinstatenent's going to take place. M sense of
4 THE MDERATCR  -- those are withinthe realm | 4 it is that that may be in next round of
5 of -- 5 negotiations, fromwhat |'mreading and hearing.
6 M KEANE: Subject to neaningful change. 6 M KEANE: V¢ woul d have a definite tine
7 THE MDERATCR  (kay. Wthout going to the 7 period. It's not going to be forever and ever.
8 exact nunmber, if there is an increase in enpl oyee 8 THE MIDERATCR ~ But you' d have -- you woul d
9 contribution, you agree that the sense of it was 9 bewlling to put in sone funds for aninterim
10 that fairness dictated that that enployee 10 contribution --
11 contribution increase, at least in part, be linked |11 M KEANE Yes, sir.
12 tothereinstatenent of the -- what I'll call the |12 THE MDERATCR  -- until such time as the
13 rollback in salary that happened, | think, 2 -- it |13 enployee -- and to offset the imediate inpact on
14 was a 2 percent rollback. It was two years hefore |14 the enpl oyees?
15 the MSA | think, so -- 15 M KEANE That's correct.
16 M HAND 2010 for fire -- 16 THE MDERATCR Al right. Now let's goto
17 THE MDERATCR R ght. 17 the fourth thing up there, whichis the final
18 M HAND:  -- and 2012 for police. 18 average conpensati on.
19 THE MDERATCR Rght. Rght. | nean, that |19 M HA\D And can | just --
20 was kind of the conversation, is that that woul d 20 THE MDERATCR  |'msorry. (o ahead.
21 happen in the context of -- 21 M HAND | just -- it'djust be helpful to
22 MR KEANE First. 22 clarify that, John. So the Board woul d be willing
23 THE MDERATCR -~ a rol | back woul dn't go 23 toput in, | guess, part of what is currently
24 into effect until a reinstatement of the |ost 24 going to enhanced benefits, roughly the half of
25  Dbenefits went -- 25 the chapter funds that are currently going into
Page 51 Page 53
1 M KEANE Rght. 1 that, to help sort of bridge the gap until such
2 THE MODERATCR  -- into effect. 2 time as enpl oyee pay wes restored to nmatch
3 Gty renenbers it that way al so? 3 whatever increased contribution was required; is
4 M HAND:  Correct. Yeah. 4 that -- am| interpreting that correctly?
5 THE MDERATCR ALl right. 5 M KEANE You're interpreting that
6 M HAND There was a -- there woul d be the 6 correctly, withthe limtation that --
7 restoration and then -- 7 M HAND  Sure.
8 THE MODERATCR ~ Then the additional kick-in 8 M KEANE -- we're not going to sit here
9 of the contribution -- 9 and say, "W're going to wait six years before" --
10 M HA\D -- after that -- 10 M HAWD O course.
11 MR KEANE oing forward with future 11 M KEANE -- "we give thema raise.”
12 increases. 12 M HAND C course. Yeah. But that --
13 THE MDERATCR ALl right. 13 but, infact, that would -- those woul d be
14 M KEANE \é're prepared to make additional |14 inextricably linked, soto the extent enployees
15 contribution to help get over this tenporary rough |15 were to receive at some point a restoration of
16  spot in the road. 16 that previous pay cut, that additional Board
17 THE MODERATCR ~ And that's what | was getting |17 contribution would end at that time; is that --
18 at. As | understand what the Board's suggesting, |18 M KEANE Right.
19 is that you woul d put in an additional pool of 19 M HAND Is that right?
20 nmoney -- if | use the word incorrectly -- you 20 M KEANE | believe it's when, not if,
21 would -- you woul d offset the i mmediacy of that 21 though; right?
22 contribution by putting in chapter funds until 22 M HAND. Vell, | don't want to prejudge
23 such time as that enployee contribution kicks in, |23 M. Chatnon and the work he does.
24 neaning that if it happened next year, you guys 24 M KEANE R ght.
25 would bridge the gap in the year between or -- 25 M HAND: ['mnot here to cut his legs --
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1 M CHATMN (e -- 1 THE MDERATCR ALl right. Now let's go
2 M HAND -- out fromunder him-- 2 to--
3 MR CHATMIN (ne side of the table. 3 M HAND O course, the --
4 MR HAND  -- but | just want to be clear on, 4 THE MCDERATCR  -- where | was --
5 inyour nmind, mechanically -- 5 M HA\D And, of course, the Gty's
6 MR KEANE  Yes. 6 financial positionis going to depend a lot on how
7 M HAND:  -- how that woul d work. 7 much progress we're able to make in these
8 MR KEANE That's how -- 8 discussions --
9 THE MDERATCR  But to make that fair, even 9 THE MDERATCR ~ Sure.
10  back when we were having the MSA the discussion 10 M HAND -- sO --
11 was there would be a point intinein the 11 THE MDERATCR ~ Sure.  And by that, to make
12 foreseeable future when the econony and the other |12 it kind of clear, the better you do on sone of
13 kinds of things, the savings that have taken 13 these things equates to the better position,
14 place, that the -- it was never contenplated that |14 financial position, in terns of contribution that
15  the enpl oyee rol I back woul d be forever, that 15 you have to make. Therefore, enployees have an
16  everybody realized that was an -- not an 16 interest in seeing the contributions by the Gty
17 emergency, but it was something that was 17 not be such that they are in lieu of other kinds
18 necessary. Both the enployees and the Gty knew |18 of noney that woul d be available; aml right?
19 that there were things that had to be done a 19 Everybody got that?
20 couple of years ago that were critically 20 MR HAND:  Any dollar saved through pension
21 inportant, given where the budget was. 21 reform--
22 MR CHATMN  Senator, | will just interject |22 THE MDERAT(R ot it
23 one point. Since neither the police and fire -- 23 M HAN\D -- isadollar --
24 since only the police and fire is here and neither |24 THE MDERATCR ALl right.
25 are the FCP or Local 122, it's kind of hard to 25 M HAND -- that can be invested sonewhere
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1 nmake that -- 1 else, but --
2 THE MDERATCR | agree with you. | 2 THE MDERATCR  Now, ny question was, final
3 understand that. |'mjust saying that the 3 FAC final average conpensation. Right now
4 conversation was -- | think what John's saying is 4 it's -- last 24 nonths, the proposal is five -- or
5 "W'renot going to do this" -- 5 60 nonths -- I'msorry -- with the caveat that
6 MR CHATMON  Forever. 6 thereis aseal -- excuse ne -- the |aw woul d
7 THE MDERATCR -~ "forever, and we're not 7 require that you couldn't go bel ow what somebody
8 going to dothis for atine that is unreasonably 8 had already earned, but what did we do about this
9 lengthy." 9 inthe MA folks?
10 (nce again, everybody here realizes you have |10 M KEANE Agreed toit.
11 to collectively bargain with themand they have to |11 THE MDERATCR  To the 60 nont hs?
12 collectively bargain with you for those issues, 12 M KEANE (Nods head).
13 but what | think he's saying is the clock won't 13 THE MODERATCR ~ That's what | remenber.
14 run forever. | think -- but I -- but as | say, 14 MR HAND:  For new enpl oyees, right.
15 when we were having the MBA the conversation was |15 THE MIDERATCR  For new enpl oyees.
16 that way. It wasn't anticipated it would run -- 16 M HAND  Uh-huh.
17 M5, LAQUDARA VeI, it was -- 17 THE MODERATCR  Now, what did we do as to
18 THE MDERATCR -~ forever. 18 current enployees? W didn't doit?
19 Yes? 19 M KEANE (Shakes head).
20 M5, LAQUDARA It was two years inthe MBA |20 M HA\D  Right.
21 THE MDERATCR  Yeah. |'m-- we had a -- 21 THE MDERATCR Al right. Talk about
22 M5, LAQUDARA:  So we did negotiate a 22 current enployees at any level. This says ten
23 nunber -- 23 years of service. The recomputation, is there a
24 THE MDERATCR R ght. 24 point at which it is reasonable to say that's
25 M5, LAQUDARA -- certain. 25 early enough in a career that they can more than
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1 mke it up because they've got 25 years left or 20 | 1 And, M. Keane, to be clear, let ne make sure

2 years left inthis case, or maybe not at all? 2 that | understand and I'mstating this correctly.

3 Wat are your thoughts? 3 Enployees contribute currently 7 percent to the

4 MR KEANE VeI, you know, we had 94 hours 4 pension fund as far as fromtheir salaries?

5 of meetings down there last year and -- 5 M KEANE Fromtheir salary.

6 THE MDERATCR ~ Yes, sir. 6 M CHATMN Ckay. The suppl enent, however,

7 M KEANE -- we agreed to |eave current 7 that you nentioned before, that's where the 4

8 enployees out of the mix. |'ve asked the actuary 8 percent comes from and that's fromthe fund

9 togiveus acost factor of the reduction in cost 9 itself?

10 on these changes, and we hope to have that ready 10 M KEANE That's fromthe chapter funds,

11 this afternoon. That's what -- things |'mgoing 11 vyes.

12 to be doing this afternoon -- 12 M CHATMN Ckay. So, in essence, when

13 THE MDERATCR ~ (kay. 13 we're talking about shared sacrifice, are we not

14 MR KEANE -- is having conference with our |14 speaking -- when you are addressing

15 actuary. And then we'll have a cost factor on all |15 supplenentation, you're really speaking --

16 of the other proposals, not only fromthis page, 16 comng -- bringing funds fromthe fund itself, the

17 but fromPage -- | believe it was -- where is the |17 chapter funds and investments?

18 other page? 18 M KEANE No. W're talking about fromthe

19 THE MODERATCR V' re | ooki ng now at their 19 chapter funds.

20 proposal or -- 20 MR CHATMN  Ckay. Just the chapter funds.

21 MR KEANE  Yeah. 21 THE MDERATCR  Right. And | think what -- a

22 THE MODERATCR ~ -- the actual task -- 22 percentage of that being that that -- in essence,

23 M KEANE  Yeah. 23 that enhanced -- that they were willing to treat

24 THE MDERATCR  -- force -- 24 that as an enhanced benefit and, therefore, use

25 MR KEANE Yeah. 25 those nonies because, actually, the enpl oyee's not
Page 59 Page 61

1 THE MDERATCR -~ report? 1 having to make up what they would to make this

2 MR KEANE  Yeah. 2 work, what the enployee woul d have otherwise had

3 MAYCR BROM  Proposal . 3 to nake up out of individual contribution. Am

4 M KEANE Yeah. (ty proposal too. 4 | -- have | missed -- is --

5 THE MDERATCR ~ What page? 5 M HAND. | took it as the fund saying they

6 MR KEANE \¢'ve got to get a-- it's here. 6 want to try and hol d enpl oyees harmess in terns

7 Gty Proposal 2is -- 7 of the inpact on their paycheck --

8 THE MDERATCR ~ Ckay. 8 M KEANE Exactly.

9 MR KEANE Yeah. So we're going to have the | 9 M HA\D -- is that accurate?

10 actuary report, hopefully, this afternoon so that |10 THE MDERATCR  Correct. Al right. Now so

11  we can have a better indication of what -- if you |11 as to the GOLA you guys are open to this, the

12 make a concession and the Gty costs go down 10 12 Board?

13 percent, you know, that's significant. 13 M KEANE  Qpen.

14 THE MDERATCR R ght. 14 THE MDERATCR  And as to the DRCP, you're

15 MR KEANE That's shared sacrifice, as the 15 open to the proposal of having a range based on

16 termis applied. 16 performance, within limts, down and upward?

17 THE MDERATCR ~ Right. 17 M KEANE It's open for discussion, both of

18 MR CHATMN  Senator? 18 them

19 M KEANE That's what we're trying to do. 19 THE MIDERATCR ~ And the contribution rate,

20 THE MDERATCR (o ahead. 20 you're open to increasing enployee contribution

21 MR CHATMON  The shared sacrifice, | think, 21 linked to reinstatenent of benefits -- wages?

22 is aninportant discussion, which is why we're 22 M KEANE MNo. No. No.

23 really all at the table, but with that having been |23 M2 HAND Linked to holding the enpl oyees

24 said, there was one concern | had, just making 24 harmess, | think --

25 sure we all understand what the el enents are. 25 MR KEANE  Yeah.
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1 M HA\D  -- woul d maybe -- 1 force sort of framed up what it viewed to be the
2 MR KEANE  Yeah. 2 significant issues for current enployee
3 M HAND -- be the way -- 3 involvenent, shared sacrifice. V¢ have noved
4 MR KEANE Yeah. 4 those. To the extent that those are the issues
5 M HA\D -- to put it. 5 we're nowdiscussing, | think we're heading in the
6 THE MDERATCR ALl right. | got it. 6 right direction.
7 MR HAND:  Uh-huh, 7 Coviously, everything's a question of
8 THE MODERATCR ~ But the nechani cs woul d be 8 specifics, but the task force framed up what the
9 the one -- 9 key issues are for current enployee invol venent.
10 MR HA\D  Right. 10 W're still talking about those issues, so we're,
11 THE MDERATCR  -- that | was -- 11 | think, headed in the right direction.
12 MR KEANE Right. 12 THE MDERATCR ~ John, wi |l you, tomorrow
13 THE MDERATCR ~ Ckay. | got it. 13 norning, have a conprehensive proposal after you
14 MR HAND: | just don't want to confuse this |14 talk to your actuaries, back to the current
15 with -- 15  enpl oyee pension design?
16 THE MDERATCR ~ And the final conpensati on, 16 M KEANE Yes, sir.
17 you're going to look at actuarial inpact? 17 THE MDERATCR ~ And you anticipate it being
18 M KEANE Exactly. 18 along the lines we've just discussed?
19 THE MODERATCR ~ But, again, would you -- 19 M KEANE Anticipate, yes, sir. It's a
20 would you do that on the ten-year basis, as 20 good word.
21 opposed to -- so it would be -- 21 THE MODERATCR | understand. Nobody is
22 MR KEANE Right. 22 locked into anything.
23 THE MODERATCR ~ So there woul d be -- for 23 Ckay. And you anticipate that part of the
24 those who are within the first ten years, it is 24 way we woul d of fset the imediacy of the
25 possible that the Board would be willing to do-- |25 contribution will be that the Board will maintain
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1 nmake sone of these changes? 1 or increase or enhance, whatever termyou guys
2 M KEANE Correct. 2 want to use and arrive at yourselves, for some set
3 THE MDERATCR ~ As part of an overal | 3 period of time?
4 package? 4 M KEANE Yes, sir.
5 M KEANE Correct. 5 THE MDERATCR  Realizing that that set
6 THE MDERATCR ALl right. And those woul d 6 period of time does not necessarily link itself to
7 all be things that we have done that you would do 7 a-- but everybody's going to know what that set
8 here that were beyond what we did in the nediated 8 period of tineis as they gointo their -- okay.
9 settlement? 9 M KEANE Those that know will know.
10 M KEANE  Beyond. 10 THE MDERATCR  Ckay. | got it. Al right.
11 THE MDERATC(R  Ckay. Wth -- 11 Back to the Qty, though, for a nonent.
12 M KEANE QO in concert with. 12 W're on No. 3. V& know we've still got sone --
13 THE MDERATCR ~ Right. 13 and we know on No. 4 for the governance. Now
14 M KEANE: And some of each and a pinch of 14 we've got this.
15 that, yes. 15 Wat |'d like to dois -- because it seens to
16 THE MDERATCR  Ckay. Wth that, back to 16 ne, guys, that there's a generalized acceptance of
17 you, Chris. Those changes, if those changes were |17 the idea of some availability of sone additional
18 to be made, would those -- coul d those nmeet what 18 things being done for current enpl oyees beyond
19 the Gty's goal has been, to showincreased -- and |19 what was in the MSA  Those things which have been
20 | use the term"shared sacrifice" because that's 20 stated would be additional.
21 the terml was using, whatever the right term 21 Now, with that, 1'd like to see us have a
22 is -- increase enployee contribution by people 22 quick discussion this morning, realizing today is
23 currently working in the first third of their 23 ashort day, of where we are on the unfunded
24 career? 24 liability issue. Thisis the design issue. Let's
25 MR HAND:  Véll, what | would say is the task |25 go to the unfunded liability issue, and I'd |ike
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1 to hear -- I'msorry? 1 paynent each year of the difference between the
2 MR HAND | suggest we break for about five 2 ARCand 200 mllion, which is about -- between 40
3 mnutes and then do the -- 3 and 60 nillion annually, until the fund reaches an
4 THE MDERATCR  V¢' || take a five-mnute 4 80 percent funded status, and that the dedication
5 break. 5 of half -- the half of the chapter funds that
6 John, any problemwith that? 6 currently go to enhanced benefits go to unfunded
7 M KEANE (Ch, no. 7 liability until the fund reaches an 80 percent
8 THE MODERATCR ~ Five-ninute break. 8 funded status.
9 (Recess from10:10 a.m to 10:20 a.m) 9 So we noved this proposal on unfunded
10 THE MDERATCR ~ Madam Court Reporter, show 10 liability, basically saying the Gty will nmake an
11 we're back on. Thank you. 11  additional payment -- unfunded liability payments,
12 Chris, we're prepared to go. | knowthe 12 subject to appropriation, until the planis at
13 mayor had some other stuff, apparently, to goto. |13 least 80 percent funded, if the parties agree on
14 MR HAND:  Sure. 14  Proposals 1, 2, and 3, in other words, if we've
15 THE MODERATCR  So |'mready to go forward. 15 got agreenent on new enpl oyees, current enpl oyees,
16 Wat | wanted to do now -- because | think we 16 and governance, and if the PFPF agrees to dedicate
17 have -- everybody kind of knows we've got several |17 its half of State chapter funds. And that's the
18 things now that are getting much closer to a 18 amount which is approximately $4.5 mllion right
19 potential resolution. (ne of the things obviously |19 nowthat currently goes to enhanced benefits, if
20 talked about, both -- last tine when we all 20 they woul d agree to dedicate that half of State
21 talked -- clearly addressed in the -- both inthe |21 chapter funds to an additional unfunded liability
22 sunmary and in the actual body of the 22 payment, again, until the planis 80 percent
23 deliberations and recomendations -- excuse me -- |23  funded.
24 reconmendations of the task force, also tal ked 24 Soif the Gty is roughly putting in $40
25 about in the deliberations of the Gty Council, is |25 nillion extra a year, the fund woul d agree to put
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1 theissue of kind of what | call kind of Silo 1 inits additional four and a half mllion dollars
2 No. 4 whichis the unfunded liability issue. 2 each year, with those two conbined streans of
3 And I'd like -- | think what | would like you | 3 funding continuing until the plan reaches an 80
4 todoisreiterate -- because it's been a week -- 4 percent funded status, which under the current
5 MR HAND:  Sure. 5 projections is projected to be in about Fiscal
6 THE MODERATCR  -- since we touched on it, 6 Year 2028, 14 years fromnow given an assuned
7 1'dlike the Gty to open that conversation, 7 return of rate of 7.0 percent.
8 (ris. 8 THE MODERATCR  Let ne interrupt you because
9 And then 1'd like -- John, | want your -- 9 | knowit came up the other day and we passed over
10  kind of where the Board is on this. And | know 10 it because it really wasn't as critical then as it
11 that the Board itself has some ideas addressing 11 isright nowinny mnd. It's all inthe
12 issues of decreasing the liability exposure. And |12 language, | know but you have a provision here
13 so | want to hear where we are on that 13 that says: Paynent subject to appropriation.
14 conversation, please. 14 | know you discussed, well, you can't -- and
15 MR HAND  Sure. Just toreiterate what the |15 |'mparaphrasing -- and, Qndy, correct me if I'm
16 Qdty sort of proposed in unfunded liability Iast 16  paraphrasing incorrectly -- but you can't |ock
17 week -- there we go. \é obviously tal ked about 17 future commission appropriations into -- [ock them
18 the growth in the unfunded liability over tine. 18 into appropriation decisions or some such idea.
19 It's increased by nore than $1.2 hillion since 19 (O the other hand, you have: Subject to
20 approximately Cctober 2003. 20 appropriation. Wat happens -- | just want to
21 The task force made several recomendations 21  hear what everybody's --
22 as it relates to unfunded liability. Qne, 22 M5, LAQU DARA:  Sure.
23 obviously, the Aty continue to pay its ARG its 23 THE MDERATCR ~ -- idea woul d be. What
24 actuarially required contribution, each year, also |24 happens if the appropriation isn't nade for one or
25 reconmended that the Gty make a suppl emental 25 more years? Wat happens to the fund, and what
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1 happens to obligations of both enployees and the 1 M HAND -- address that. And what | think
2 Board? 2 is-- John raised an entirely reasonabl e point
3 M5, LAQU DARA:  Ckay. 3 last -- or when we first --
4 THE MDERATC(R SO -- 4 M. LAQU DARA  Lh- huh.
5 M5 LAQUDARA  Could | -- 5 M HAND -- did this, is, well, what
6 MR HAND  Yeah. 6 happens if the Gty doesn't put in the extra noney
7 M. LAQU DARA  Because on -- 7 inaparticular year because we're in an economic
8 M HA\D  Sure, on the -- 8 downturn or trough and otherwise there's pressure
9 M5, LAQUDARA -- the particular -- 9 on the finances?
10 MR HAND. nthe legal issues. 10 Let ne just be clear. Were we say here the
11 M5, LAQUDARA  -- issues of legal, |'m-- 11 parties agree on Proposals 1, 2, and 3, those sort
12 THE MODERATCR ~ And, actual Iy, sonebody sent |12 of amount to prerequisites for the Gty to agree
13 ne an opinionon this -- 13 to put in any extra noney each year in terns of --
14 M5, LAQU DARA:  (kay. 14 THE MDERATCR  "Extra" neani ng above the
15 THE MDERATCR  -- to | ook at. 15 ARG
16 M5, LAQUDARA Ckay. And first let ne 16 M HA\D  Above the ARC in terns of paying
17 reiterate that, of course, the Gty and the fund 17 down unfunded liability. Were | think thereis
18 woul d be following the Iaw by just meeting the 18 sone accountability for both sides is -- let's
19 ARC okay? So | don't want any issue that neither |19 just assune for the sake of argument we're able to
20 the Aty nor the fund, post ARC would be 20 reach agreement on the Gty putting in extra noney
21 violating the |aw 21 each year and the fund putting in those enhanced
22 Second is it's not just that, but the issue 22 benefits each year. | think, as with any
23 of binding future councils. It's a fact that we 23 contract, for any given year that the Aty is not
24 have outstanding bond obligations. V& have no 24 able toput inits extra noney toward the ARC the
25 dedicated source of revenue. If we did, we 25 fund would therefore be relieved of its obligation
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1 wouldn't be here; right? | nean, we were broke; 1 toput inthose extra nonies toward the -- paying
2 that's why we're here. 2 down the unfunded liability, as vell.
3 And so you can't junp the other bond issues, 3 So to the extent that John raised the issue
4 which are covenants to pledge I egally available 4 of, you know, well, what happens to us if you
5 revenues with a firmcomitnent that can't be 5 can't appropriate those extra nmonies in one
6 Dbroken because you can see where, if you're abond | 6 particular year, again, there's a dual obligation
7 holder and you're looking to pay and you have a 7 here. And the obligation on hoth parties to put
8 rating based on that -- soit's that conbination 8 inthe extra funding woul d di sappear if the Gty
9 of hinding and the fact that you have existing 9 were not able to appropriate the extra noney
10  debt that makes you have to | ook each year and see |10 toward unfunded liability in a given year. So the
11  what you have. 11 answer to that question is -- how do we kind of
12 And then Chris has the substance of, "Ckay. 12 have accountability on both sides? | think it's
13 Let's say it is atough year" -- 13 inthat extra unfunded liability payment, if that
14 THE MDERATCR -~ (kay. 14 answers your question.
15 MR HAND  Sure, but let ne -- 15 THE MDERATCR ~ Ckay.  John, give me your --
16 THE MODERATCR  Then let's -- | think that's |16 thisis a-- the proposal that was presented | ast
17 a reasonabl e question -- 17 week -- and | know you've had a little -- alittle
18 MR HAND  Sure. 18 time, but we haven't really focused much onit.
19 THE MODERATCR  -- that's been raised to ne 19 1'd like your kind of -- 1'd like to hear fromthe
20 by -- 20 Board as to their -- lack of an artful term-- gut
21 M HAND  Sure. 21 reaction. And then also do you have ideas
22 THE MDERATCR  -- any nunber of peopl e. 22 separate and above this for addressing issues of
23 Wat happens if "subject to appropriations" -- 23 unfunded liability? | know you had -- you had
24 M HAND Let me -- 24 talked during the MBA about some ideas that you --
25 THE MODERATCR -~ doesn't happen -- 25 that the Board wanted to look at.
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1 M KEANE The answer is yes to all three of | 1 which would -- in the event that one, two, and
2 those questions, Senator. 2 three were agreed upon, and in the event the
3 THE MDERATCR ~ (kay. 3 additional funding -- "subject to appropriation”
4 MR KEANE (ne, as the |earned general 4 language, there was a -- it's kind of a
5 counsel just pointed out, she's talking about bond | 5 correlative of "you don't pay, we don't pay"
6 covenants and things that we've got to pay. 6 situation. Assune all that for a nonent. Is the
7 During the task force discussions, one of our 7 Board prepared to dedicate half of the chapter
8 senior distinguished citizens, M. Cannon, he said | 8 funds to the unfunded liability paynent until the
9 over and over again we have to have a nechanismto | 9 planis 80 percent funded?
10 hold the Qty's feet tothe fire to make sure they |10 M KEANE Not right now
11 make these appropriations and -- he said at least |11 I'd like to ask Chief Hand -- inthe Aty
12 half a dozen times, if not nore. And we have the |12 proposals, did Mdd eman give you-all the
13 chairman back here, who is nodding affirmatively. |13 actuarial savings on all the proposals that
14 Wile we don't believe the Gty would engage |14 you-all advanced?
15 in untoward conduct, we | ook around us, and in-- |15 M HA\D  Yes.
16 pension reformin New Jersey |ast year required 16 M KEANE \uld you send themover to ne?
17 the enployees to make an additional contribution, |17 | can send themup to -- and that wll --
18 and the State was going to make an additional 18 M HAND:  Uh-huh.
19 contributionin this year's budget. They took the |19 M KEANE -- speed himon in his thing.
20 noney fromthe enpl oyees, and the |egislature 20 M HAND.  Sure. After consultation with
21 decided not to appropriate the noney. 21 counsel, sure, we'd be happy to talk about that.
22 Now, the suggestion that the chief just 22 THE MDERAT(R ~ Ckay. | we coul d do that,
23 advanced, if the Gty doesn't doit, then we quit |23 guys -- you know we' ve got kind of a tight
24  paying that, that's -- you know, that's possibly 24 schedul e here, so let's try to get -- but when you
25 one thing. W're not |ooking for an escape hatch. |25 say, "Not right now" | also don't see you
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1 \'relooking for the hanmer on the -- onthe nail | 1 categorically saying "V&'re unwilling to do that."
2 toget this noney into get this problemresolved. | 2 If that -- if our guys say it can be done, it's
3 V¢ currently have a contract with the Gty. 3 something that the Board woul d consi der?
4 It runs until 2030. So we can anmend that and have | 4 MR KEANE In searching for conprehensive
5 this language in there that would then -- you 5 pension reform we never say never about anything.
6 know when the dunp truck of money backs up and 6 You know, we're willing to --
7 dunps it out, it could start being apportioned, 7 THE MODERATCR ~ That's music to ny ears.
8 you know, first to the bondhol ders. You know, 8 M KEANE -- have all -- oh, it's great
9 sonething's got to go into payroll and -- "Look 9 tones.
10 here, we" -- "this is the wad we have to give to 10 THE MDERATCR Al right.
11 police and fire. Let's get that in a sack and get |11 M KEANE \W're able to have lots of
12 it out of here and get it over to them" 12 discussions.
13 But there's -- in the budget, our Gty 13 THE MDERATCR  On Proposals 1, 2, and 3,
14 fathers and mothers have great |eeway to decide 14 what are your reactions? And those are 1, 2, and
15 what they want to fund and what they don't want to |15 3 on Page --
16 fund. And if you don't have a requirenent that 16 M HAND  Vell, these are -- these are
17 they fund this, it will -- it will windup-- if 17 the -- these are the subjects, obviously, we've
18 you believe that history repeats itself, it will 18 already tal ked about.
19 wind up like a lot of projects -- 19 THE MDERATCR  Yeah. 1, 2, and 3, 1'mgoing
20 THE MDERATCR I | -- 20 to--
21 M KEANE -- not only here in Jacksonville, |21 M HAND  Ckay.
22 but in other places. 22 THE MDERATCR ~ That woul d be --
23 THE MDERATCR  Let ne -- | want to -- | want |23 MR HAND  New enpl oyees.
24 to advance a question for you, but | want you to 24 THE MODERATCR -~ new enpl oyees --
25 react, first of all -- tell ne about the -- .3, 25 M HAND:  CQurrent enpl oyees.
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1 THE MODERATCR -~ current enpl oyees -- 1 THE MODDERATCR ~ Ckay.
2 M HAND:  Governance. 2 M HAD  And, John, is this the issue of
3 THE MODERATCR ~ New enpl oyees we' ve reached 3 investnment authority?
4 agreenent. Covernance and current enpl oyees. 4 M KEANE  VYes.
5 MR HAND  CQurrent enpl oyees. 5 M HAD Yeah. (kay.
6 THE MDERATCR ot it. Al right. 6 THE MDERATCR  Right. Can we talk about
7 M HAN\D Sothat is a-- reaching 7 that and get that --
8 agreement, nutually satisfactory agreenent, is a 8 M KEANE Sure.
9 prerequisite before the Gty would agree to put 9 THE MDERATCR -~ on the table and --
10 in-- 10 M KEANE \W're looking to have --
11 THE MODERATCR | got it. 11 THE MODERATOR  -- explain what your position
12 MR HA\D -- additional dollars -- 12 is oninvestnent authority?
13 THE MODERATCR | got it. 13 M KEANE Certainly. W want the sanme type
14 MR HAND -- into the unfunded liability. 14 of investment authority that the Florida
15 THE MCDERATCR  But if we could reach 15 Retirement System the nunber four -- fourth
16  agreements on those, could this be done? 16 largest retirement system public retirenent
17 MR KEANE VeI, we, in substance, reached 17 system in the world, has. And if we had this
18 agreenent -- 18 increased investnent authority, we woul d have had
19 THE MDERATCR O one. 19 increased returns at a | ower risk nodel, and part
20 MR KEANE -- on one. 20 of this probl emwoul d have been sol ved.
21 THE MODERATCR  Yep. 21 W' ve asked the Gty Council for a nunber of
22 M KEANE And -- 22 years, not only for the Police and Fire Pension
23 THE MODERATCR ~ Long way on two. 23 Fund, but the general enpl oyees has sought to have
24 MR KEANE Long way on two. And we're in 24 increased investment authority. And they have a
25 intense, good-faith discussions on No. 3. 25 uniformanswer. "No."
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1 THE MDERATCR  And you think you' Il have a 1 THE MDERATCR  Let ne -- let me understand a
2 reaction to that tonorrow? 2 couple of things. First of all, on the additional
3 MR KEANE Yes, sir. 3 investment authority that you seek, is that
4 THE MODERATCR ~ And then you guys will be 4 sonething that the Gty Council itself has, or
5 prepared to respond to himtonorrow fromtheir 5 does that have to go farther than that --
6 proposal as it relates to that which | guess we're | 6 M KEANE (Shakes head).
7 calling No. 3? 7 THE MDERATCR ~ -- because that -- are you
8 M HAND  Sure. 8 satisfied that the Council has the ability to give
9 THE MDERATCR ~ Ckay.  John, you had al so 9 additional investment authority?
10 talked before. And sothis is a two-way street. 10 M KEANE  Yes, sir.
11  Are there other issues you're going to want 11 THE MDERATCR Al right. Wat specific
12 considered, proposals that you're going to advance |12 authority are you going to be seeking?
13 to address the issue of unfunded liability? 13 M KEANE The use of increased alternative
14 M KEANE Exactly. 14 investment vehicles.
15 THE MDERATCR Al right. Tell us -- | know |15 THE MDERATCR Ckay.
16 you -- 16 M KEANE Exactly what the Florida
17 MR KEANE Investnents. 17 Retirement Systemdoes. W would wind up hiring
18 THE MDERATCR Al right. Tell me -- | know |18 probably some of the sane managers they use for
19 you don't have that in front of you right now 19 the State Board of Administration, or other
20 WII you have that with you tomorrow? 20 well-qualified managers after review by the new
21 M KEANE (h, yes, sir. 21 financial advisory council.
22 THE MDERATCR  Ckay. Are you prepared to do |22 THE MDERATCR ~ What do you perceive is the
23 that, to give a copy of that to themtoday before |23 advantage of that?
24 we end? 24 M KEANE The advantage of it? It broadens
25 MR KEANE | don't have it with ne. 25 the investment base and reduces the risk and
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1 increases returns. 1 laid out some recomendations on authority
2 THE MODERATCR ALl right. 2 changes. It would be those -- not trying to pin
3 M KEANE: Every major consultant recognizes | 3 you down. |'mjust trying to make sure |'mclear.
4 this and has recomended it el sewhere where it has | 4 It would be essentially those changes.
5 been adopted, including the |earned nenbers of the | 5 M KEANE That's correct.
6 Forida Legislature adopted it for FRS. It's not 6 M HAND  Yeah. Ckay.
7 something new \¢'re not -- 7 M KEANE And the task force was moving
8 THE MODERATCR ~ General Iy -- 8 along towards supporting that. And then with the
9 M KEANE -- into alcheny or anything -- 9 adoption of the financial --
10 THE MDERATCR ~ Yeah. | understand. No. 10 THE MODERATCR | nvest ment comm ttee?
11 General l'y speaking, the -- one of the concerns 11 M KEANE  They decided --
12 that | remenber fromearlier conversations, 12 THE MODERATCR  Advi sory committee?
13 generally speaking, is -- is concerns about -- you |13 MR KEANE They decided to wait for them
14 say reducing risk. | think anytine you -- the 14 THE MDERATCR Al right.
15 perception has been anytine you give additional 15 M BELTON  Senator?
16 investment authority, the question is does it 16 THE MDERATCR ~ Yeah. Yes. Absol utely.
17 reduce risk or does it, in fact, increase risk. 17 MR BELTON (ne of the things, John, | want
18 And | shoul dn't speak for the Gty on this, 18 you to be cautious of, having investnent authority
19  because | -- but | do remenber the conversation 19 versus having investnent knowhowis a very
20 briefly. Could | hear kind of you-all's response |20 significant difference. Having the ability to
21 to the conversations regarding increased 21 invest inall kinds of things don't nean you
22 investnent authority to the Board as part of 22 invest inall of them You've got to deal withit
23 unfunded liability? 23 based on what the market is show ng, based on what
24 MR HAND  Vell, just to be clear -- 24 your actual policies are about, what you're trying
25 THE MODERATCR  Response? 25 to do, and protect your nonies.

Page 83 Page 85
1 MR HAND. -- on the history of this, so the 1 Soif you look at it, your fund, as well as
2 task force decided ultimately not to nmake a 2 the general enployees, did better than the State.
3 reconmendation on that point -- 3 And they had nore opportunity to buy different
4 THE MODERATCR ~ (ne way or the ot her. 4 things than you had.
5 MR HAND -- wanting to |eave that sort of 5 So | don't think that is areal, real strong
6 recomendation ultinately up to the new Financial 6 stance for you to talk about in terns of -- if
7 and Investnent Advisory Conmittee once it was 7 you've got proper investment professionals and
8 constituted. 8 they're doing the job for you -- because you don't
9 Just so I'mclear -- because | think we have 9 have a certain category to put your money in,
10 afairly good sense of what your -- are these the |10 there's no significance. If you're making the
11 changes that are menorialized in what | believe is |11 noney in the thing that you're investing in wth
12 Councilman Schel I enberg's bill before the Gty 12 reduced amount of risk, why concern yourself with
13 Council right now, John? There is legislation 13 having this whole array of things that you can
14 pending that woul d i npact the investnent 14 use?
15 authority. Are these those changes -- 15 At various points they may have an advantage
16 MR KEANE | think they will be -- 16 to you, but that does not drive your numbers. It
17 M HA\D -- as far as you know? 17 didn't -- didn't hurt your nunbers.
18 MR KEANE -- yeah. | knowhis -- 18 THE MCDERATCR VeI I, let ne -- if | renenber
19 MR HAND  Yeah. 19  the conversation we had about this -- and |
20 M KEANE -- thing has been cut up several |20 just -- | want to see how you'd react to this.
21 times. 21 MR BELTON  Uh-huh.
22 MR HAND  Got you. As far as you know. 22 THE MIDERATCR  The conversation we had was,
23 M KEANE As far as | know 23 one of the ideas of a broader investnent
24 M HAND:  Yeah. And | think at one point 24 authority, what made it attractive was, Yes,
25 you made a presentation to the task force which 25 they're absolutely years in which you could have
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1 very narrowauthority, but if those are the years 1 todo." Youcandothat. But why do that? Wat

2 inwhich that narrow authority perforns 2 you want to dois -- you're graded on what you

3 particularly well -- and | think in this case the 3 actually invest in.

4 market's returns within the silos that -- using 4 THE MDDERATCR~ Sure.

5 the term-- within the area of authority that the 5 MR BELTON Can you make money in these

6 Board now has, this has been a -- just as we 6 particular things? And that's howwe set this

7 felt -- just as we, meaning you guys, felt the 7 whole criteria up for the managers that we bring

8 dive disproportional |y because of sonme narrowness 8 in.

9 of our investnent authority, we have al so, of 9 THE MDERATCR ~ Sure.

10 course, felt the recovery, but the idea of 10 MR BELTON And so we've got the sane

11 increased investnent authority is trying to spread |11 consultant. So what we're talking about is

12 out, okay, what happens in those years when the 12 performance fromthose things that are working.

13 particular areas that we have are -- because, 13 THE MODERATCR  What' s the downside to

14 you're right, you could very well have a very 14 broader authority in your -- I'msorry. Qndy?

15 narrow authority outperforma broad authority in 15 M5 LAQUDARA If | could --

16 any given year. 16 THE MDERATCR ~ Yeah. Yeah. Sure.

17 But over time | think the idea fromthe 17 MS. LAQU DARA: Because there was a |ot of

18 Board's perspective is that this would allowus to |18 agreement in this, but Pew Research had identified

19  be i munized against sone of the broader -- and 19 adistinction between FRS and the Police and Fire

20 I'mnot staking your case. |'mkind of repeating |20 Pension Fund. | have no skill set inthis area.

21 the case as you explained it earlier. | mean, is |21 | just recall -- the distinction, for what it was

22 it --isit fair tolook at a particular year, or |22 worth, was that, given the size of FRS, they could

23 are there times when broader authority mght 23 manage hedge funds and -- in a financially capabl e

24 insulate you against -- just your thoughts. 24 way -- that any firm no matter how excellent the

25 M BELTON Sure. VelIl, if you look at it, |25 managers are, were not going to be equal to one of
Page 87 Page 89

1 Dbroader authority versus the use -- we've got the 1 the top largest public pension plans in the

2 authority to invest in certain things right now-- | 2 country. And so it was Pew s recommendation that

3 THE MDERATCR ~ Right. 3 one line of that additional authority, which ny

4 MR BELTCN -- and we aren't. 4 recollection was hedge funds, was not in. So --

5 THE MDDERATCR ~ Sure. 5 THE MDERATCR It was hedge funds that we're

6 M BELTON Ckay. So you've got the 6 talking about with Pew?

7 authority. So the authority is not the issue. 7 M. LAQUDARA Right. And so | just note

8 Theissueis: Wat are you selecting? Wat are 8 that, for what it's worth. Again, | have no

9 you doing? 9 financial expertise, but in front of the task

10 If you look at the performance on both of the |10 force, that was the issue that people were focused

11 funds over the last five years, we've gone from 11 on, one part of what the PFPF wanted.

12 sonewhere, like, in the sixty-fourth percentile in |12 M HAND | think one of the --

13 performance all the way up to the first percent -- |13 THE MIDERATCR  Back to you.

14 fifth percent for -- first five. \'re nunber 14 M HAND:  (ne of the concerns is -- | know

15 one -- 15 that's been expressed -- and, again, not --

16 THE MODERATCR R ght. 16 certainly not ny skill set, either -- is that some

17 M BELTON -- inalot of them And 17 of the alternative investments carried with them

18  because of -- the size of theirs is the only 18 some nmore risks. So while there is certainly the

19 reason they wouldn't rank in that top -- soit's a |19 potential for nore reward, there's also the

20 mtter of performance fromthe nanagers that 20 potential for more risk.

21 you've got. And those are the folks that we're 21 Sone of those investnents are ones that did

22 paying. 22 not performparticularly well during the recent

23 The actual ability toinvest inall kinds of |23 downturn. So that's the main concern |'ve heard,

24 things, that's not -- they can actually say, "By 24 | think. And | don't knowif you agree with that,

25 buying anything you want, just anything you want 25 John, but that concern's been voiced, that there
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1 is sone increased potential reward, and that 1 speaking --
2 carries with it some increased potential risk. 2 MR KEANE \¢'re not much interested in
3 THE MODERATCR ~ But, again, that -- if you 3 hedge funds --
4 have the authority, | think the point you're 4 M HA\D  Rght.
5 mkingisit'sreally not just authority, is the 5 M KEANE -- because they come in. They
6 issue. It's also managenent. And, obviously, 6 opentheir briefcase. They put your check init.
7 that's the responsibility of the Board in their 7 And they say, "W'|l give you sone reports
8 hiring and in the people that they hire. 8 somewhere down the line."
9 But react to the idea that somehow what 9 M HAND  Right.
10 you're seeking woul d increase risk to the fund and |10 M KEANE \W're not interested in that.
11 also react -- that the fund -- that the fund has 11 M HAD Rght.
12 actual ly outperformed sone of the -- sonme of the 12 M KEANE \¢'re on the J. Edgar Hoover plan
13 counterparts that you -- like the FRS, at least in |13 there. "Wtch the border."
14 the recent past. And then, finally, | didreadin |14 M HA\D. Right.
15 the materials, obviously, the task force and the 15 M KEANE "Don't let themget into the
16 task force menbers had some real concerns about -- |16 border.” So we don't want -- not interested in
17 and | think it was based on a Pewreport on hedge |17 hedge funds.
18 funds. But go ahead and kind of give the Board's |18 THE MODERATCR | woul d renind you this is in
19 viewon all that and what you -- what you think 19 the Sunshi ne.
20 that would -- how you think that would inpact the |20 M KEANE That's fine.
21 success of the fund. 21 THE MODERATCR ~ Ckay.
22 MR KEANE Having the authority to invest in |22 M KEANE Fine with ne.
23 a wde range of investnent options doesn't 23 The private equity, as Chief Belton has
24 necessarily mean you're going to do it; you know? |24 pointed out, we share the same investment
25 THE MODERATCR  Right. As you pointed out, 25 consultant. Their recomendation is -- their
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1 you have authority right nowfor things you're not | 1 long-range viewis that private equity is going to
2 doing. 2 have the largest return going forward in the next
3 M KEANE That's right. But the general 3 ten years. W have exactly zero invested in that.
4 enployees, for exanple, they can buy bonds that 4 THE MDERATCR ~ Ckay.
5 arerated B Ve cannot. MNow that's just one 5 M KEANE And the general enpl oyees was
6 little step down, but there is a significantly 6 interested in getting into private equity also.
7 increnental larger return for that step down. 7 In 2011-399 --
8 Bonds right now, nost peopl e wander around 8 THE MODERATCR W1 you have -- will you
9 thinking bonds are safe. Bonds are the worst 9 have a proposal specifically tomorrow on the
10 possible investment right now But we're trapped |10 increased investnent authority?
11 into thembecause we can't go to sone of these 11 M KEANE Generally, yes, sir.
12 other places. And so that's what we have |ong 12 THE MDERATCR ~ Ckay. | want to kind of
13 sought and that's what we want. 13 recap where we are, then, see that -- so that |
14 THE MDERATCR -~ (kay. 14 kind of give everybody their marching orders for
15 MR HAND  And | think -- just to clarify, | |15 tomorrow norning because we have a norning session
16 know sone of the major new authorities woul d be, 16  tonorrow and an afternoon session tonorrow
17 not only the -- in terns of the ratings of the 17 Everybody understands that?
18 bonds, also sone areas |ike the ability to 18 M HAND Ten to twelve and two to, | think,
19 increase or maybe diversify international 19 five.
20 investnents, and al so investments in things like 20 THE MODERATCR ~ Everybody under stands that ?
21 private equity and, to use the termof art, hedge |21 Ckay. So |'d like to go back and -- one of the
22 funds -- 22 things we're going to revisit tonorrowis
23 M KEANE Right. 23 governance. | still amlooking for -- and | will
24 M HAND -- sone of those |everaging kind 24 work -- | will dedicate nyself to finding a way
25 of entities; isthat -- is that, generally 25 out of the Category 3 problem Wat | -- what |
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1 think is that everybody is saying "I want 1 don't pay their -- whatever their agreed-upon end.

2 something | can |ive with by which we don't 2 And then you want to bring in a proposal

3 sacrifice" -- or "we don't concede the other side 3 tonorrow about increasing investnent authority.

4 js correct on certain issues, but we're all 4 Is that where we are, |adies and gentlenen?

5 willing tokind of livein the kind of -- PFF that | 5 M KEANE It is. And --

6 we've had on this issue, that we could all live 6 M HA\D Yes. That sounds correct. Yeah.

7 with" 7 M KEANE -- we'll get the --

8 So I'mgoing to try to focus on having 8 THE MDERATCR ~ And we start at ten in the

9 sonething -- | may come back and use ny own 9 norning.

10 noderator's -- having read all these plans and 10 M KEANE M ddl eman.

11 having read K ausner's recent one, heard your 11 THE MDERATCR  |'I1 have a Paragraph 3

12 responses, and see if | can come up with sonething |12 proposal to start us on. |'Il have that, get that

13 that you can -- guys, that ought to be something 13 out of the way. Getting that out of the way, then

14 you can fix. 14 four, we'll turn to you.

15 W're still back on you. Tonorrow we woul d 15 Then when we get off of that, |'mgoing to go

16 like to hear fromyou more specifically about -- 16  back to unfunded liability, John, which wll come

17 M HAND:  Governance. 17 toyou; all right?

18 THE MDERATCR  -- governance. And the heart |18 Everybody think that's a reasonabl e way to

19 of governance right nowis four. Ten, | don't 19 go?

20 think, was a big deal. Ten, | think, was just an |20 MR HAND:  Yes.

21 agreenment, that that really probably was language |21 THE MDERATCR Al right. Anything el se

22 that was superfluous and caused nore -- 22 that | haven't brought up today for the good of

23 M HND No. The Gty -- 23 the order that you think woul d advance us?

24 THE MDERATCR  -- problens than it was 24 Vadam Court Reporter, make sure that it

25 worth. 25 reflects that tomorrow we start at ten o' clock.
Page 95 Page 97

1 MR HAND The Gty will have a 1 Ladies and gent|enen, make sure that we post

2 counterproposal on governance tomorrow 2 the times appropriate. Tonorrowis a ten o'clock

3 THE MCDERATCR ~ New enpl oyees is kind of your | 3 and a two o'clock start. W're scheduled to go

4 turn-- | mean, current enployees is kind of your 4 tonorrowuntil, | think, five.

5 turn tonmorrow on the new proposal that they put in | 5 The next two days, we have the possibility of

6 front of us. And you sawthe -- and you can add 6 going later evenings. |'mhoping we don't even

7 anything or -- | mean, anything you want to do, 7 have to have those. |'moptimstic.

8 but I need to get that out in front of everybody 8 And then Friday | amabsol utely unavailabl e

9 tomorrow because these two hinge on each ot her. 9 because I'm-- ny son is graduating fromlaw

10 And then | need your reaction to the unfunded |10 school after sone difficult travails in his

11 liability, realizing that one, two, and three -- 11 health, which our famly is all going to be there

12 oneis already done. Two and three are much 12 for that occasion, come hell or high water. And

13 closer than we've been before -- and particularly |13 none of you are payi ng what the divorce woul d cost

14 the willingness to pay the chapter fund -- and 14 neif | didnot attend.

15 withrealizing -- | think everybody's in agreenent |15 So with that, showthat we are concluded for

16 that the "subject to appropriation” wll be sonme 16 this morning' s session.

17 sort of bilateral provision by which -- in any 17 (The meeting was concluded at 10:51 a.m)

18 time in which the appropriation were -- 18 - -

19 imediately the other obligation -- the obligation |19

20 of the other would termnate for that particul ar 20

21 funding period. 21

22 MR HAND: In other words, the obligations 22

23 are tied together. 23

24 THE MODERATCR ~ They're tied together. You 24

25 don't make the "subject to appropriation”; they 25
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