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THE MODERATOR: Fol ks, if | could get
everybody's attention. Thank you for being so
pronpt. As you know, we have tried to schedul e
these so that they have very specific tinme franes.

To everybody, what 1'd like to do first thing
this norning -- | think it was Friday of |ast week
that | received fromOChris -- and John, | wanted
to go over this wwth you. You were copied on it.
| received a series of tines proposed for these
neetings, and I want to go over those and nake
sure those tinmes are still fine wth everybody
because, once we do this, I'd kind of like to |ock
us into the tine franmes and everybody knows what
we' re doi ng during those specific periods.

Today we're supposed to neet fromten to
twel ve and again this afternoon from2:30 till
five. |Is that still suitable wth everyone?

MR. HAND: Actually, it's 3:15 to 5:30 today.

THE MODERATOR: That's why | ask the
gquestions. Al right. 3:15to five. W wll
convene again, if necessary, on Thursday fromten
to twelve, and, again, | have fromtw to five; is
that correct?

MR. HAND: Let ne just verify.
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MR. KEANE: |[|'ve got it here, Chris.
MR. HAND: Correct. I|I'mtrying to do

everything el ectronic.

THE MODERATOR: Okay. |'mjust confirm ng.
So Tuesday will be eight to ten and then two to
five. W are set for Monday fromnine till 11:30.
s that still good wth everyone?

And we are set for Tuesday fromten to one
and fromtwo till five. |Is that still good with
everyone?

And Wednesday we have 1:30 to 5:00 p.m, and
Thursday, if needed, 1:30 to 5:00 p.m And the
5:00 p.m -- it appears on Wdnesday and
Thursday -- is a soft nunber, neaning that, if

we're getting sonmewhere, which by then we'd better

be getting sonewhere, we wll -- we will set
our -- we wll not be bound by a five o'clock
stopping tinme. |If it looks |ike we're having a

productive session, we're going to work our way
t hrough until we think we're no | onger being
productive. |s that okay wth everyone?

MR. KEANE: That's fine.

THE MODERATOR: (kay. Those will be -- and
for the public, since I know there are those out

here who are concerned about those neeting tines,
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those are the neeting tinmes that are schedul ed.
It is ny intent that those neeting tinmes wl|l

be -- unless we hear otherw se in advance -- that
people wll be here on those occasions with their
preparati on ready.

MR HAND: M. Smth, those --

THE MODERATOR: | also --

MR. HAND: Those -- Ms. Wells has al ready
publically noticed all those neetings, so that
part's been --

THE MODERATOR:  You just took care of ny next
question. | was about to direct that we put
sonething up that sets that forward, so thank you
for doing that.

The other thing is today |I know that we have
kind of sone tasks ahead of us that wll, | think,
require sone periods of tinme for people to perhaps
step away into their own roons. | had asked you
bef ore do we have roons avail able for John and
whoever, whatever advisers he may wi sh to contact,
and you-all will be neeting -- if | need to talk
with you?

MR HAND: W do.

THE MODERATOR: kay. And we'll -- when we

get to that, I'll just ask you to go ahead and set
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forth where those are. And, again, so that we're
clear, those neetings wll be for people to
consider their offers and counteroffers. They
will not be -- we will not accept any proposals in
that fashion, nor will | advance any proposals
back and forth between the parties. The only
proposal s and counterproposals wll be those which
are received at this table.

Wth that, | wanted to go over, before we
proceed this norning, just a couple of questions
that | had fornulated. This weekend | finally had
the tinme to sit down and go back through the files
that we -- of the work that we have already
performed. And | just wanted -- and then | read
those in light of the other docunents | discl osed
to you the other day that had been provided. And
let me see if I -- if | can get some consensus on
this.

From both the docunents that | read fromthe
attorneys, | think that was the G ay Robi nson
conmuni cation, as well as the Gty attorney's
office, as well as other cases and conmuni cati ons
that | have read, as well as the history of where
we -- of how we got here fromthe past efforts to

reach -- | want to knowif I'mright in the
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followng: There will not be anything in these --
there will not be and arguably cannot be anyt hi ng
here that affects current retirees. |s everybody

on board with that, current retirees --
VR. KEANE: Correct.
MR. HAND: (Nods head).

THE MODERATOR: -- people who are currently
retired? |'mjust trying to kind of nove things
off the table to make sure that | understand -- so

that those persons who are in current retirenent
status, while they may have great interest in what
we do here for other reasons, as it affects them
there aren't going to be proposals and
counterproposals. | read the law. | read the |aw
and read both -- kind of both fromthe notes | had
before, as well as the updated, that that's kind
of off the table.

As to new hires, those people, now, |'m not
sure that we've been able to arrive at a date for
whether a new hire is defined as of when this
reaches agreenent or -- but let's assune that
we're tal king about new hires in a way that we can
agree when that new hire nunber begins. But as to
new hires, people that are new or relatively new

to the enploynent here in the City, as to --
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MR. KEANE: Plain and sinple, it neans people
who are not here yet.

THE MODERATOR: That ain't here yet. That's
your Vi ew?

MR KEANE: Yes.

THE MODERATOR: Al l right.

MR. KEANE: That's cl ear.

THE MODERATOR: As to new hires, those people
who -- they may be comng -- nay be a bunch of
them com ng. There may not be very many of them
com ng. Watever the case, as to new hires, we
have reached an agreenent for a nunber of -- in a
nunmber of ways in which new hires woul d be treated
differently than the current plan.

MR. KEANE: Correct.

THE MODERATOR: When | read through the
materials and when | went back through the
materi als, and having had the experience |I've had
here, are we in agreenent that, as to new hires,

t hose persons -- those changes that were for new
hires that the task force reviewed and appeared to
agree wwth, the agreenent of the parties, are they
off the table? Are new hires off the table?

In other words, the task force

recommendations, which |I believe -- and you can
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correct me if I"'mwong because | tried to do a
side-to-side -- are the sane as we had agreed to
between the parties in previous efforts to resolve
this? Are the new hires going -- are they part of
this, or have we reached agreenent to accept the
task force recommendations, which essentially
replicated the agreenents that you-all had
previously entered into?

MR HAND: The City is certainly open to
that. And that's one of our proposals, is to do
exactly what you suggested, M. Smth.

THE MODERATOR:  John?

MR. KEANE: We're here to discuss new hires,
benefits for new hires, people who are not in the
systemtoday or on the day before the agreenent
beconmes effective.

THE MODERATOR: Okay. |If | may inquire on

that, John. As to new hires, then you -- then it
IS not your position -- at least at this juncture,
It 1s not your position that new hires -- that the
task force recommendati ons, which -- do you agree

that the task force recommendati ons essentially
adopted, | think verbatim what the parties have
previously agreed to?

MR. KEANE: | believe the final report of the
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task force concerning benefits, they side-stepped
the issue, just said, you know --

THE MODERATOR: Well, | read it differently.
Once again, I'"'mnot -- | read that as to new
hires -- the way | read that report, and certainly
iIf -- 1 stand to be corrected. As | read it as to
new hires, they accepted what -- and verbati m what
the parties had al ready agreed to for changes.

That doesn't lock you in, John. | just want
to know are we going to be addressing new hires
differently than they've been -- then they were
addressed either in the task force or in the
previ ous agreenents between the parties?

MR KEANE: We're going to address them sone
nore, in nore depth.

THE MODERATOR: Okay. All right. And that

brings nme, then, to what ['lIl call the third
classification, and that are -- that are persons
who are current enpl oyees. They -- that neans

they are on the payroll, whether they have --
they're in their last six nonths or in their first
six weeks. At this point in tinme, the parties
wll be -- | saw-- | read -- at least, both from
our notes, as well as fromthe materials that |I've

revi ewed over the weekend, it seens to ne that the
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treatnent of current enployees was to -- would be
the primary focus of these proceedings. [|'m not
di scounting anybody's right to bring up whatever
they want to. There's nothing -- but am| right
there that the primary focus, really -- if we take
retirees off the Board and we say that we have a
nodel , at least, that we're working off of that
can be changed, but we're working off a nodel for
new hires, that the primary issue we're here to
di scuss over these next days and weeks is the
treatnent of current enployees?

MR. HAND: As to plan design. 1It's not the
Cty's position the plan design is the only issue
that needs to be addressed --

THE MODERATOR: | under st and.

MR. HAND: -- but as to plan design, | think
that's an accurate statenent.

THE MODERATOR  John, do you agree with that?

MR. KEANE: And we'll respond to the Gty's
proposal s.

THE MODERATOR: All right. Now, governance,
| read there were -- the task force
recomendations -- | read the summary, as well as
the task force report itself as to the governance

Issues. Wat | would like us to try to do in our
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proceedings is nake sure we identify when we're
tal ki ng about issues of plan design, benefits,
gover nance, because, obviously, there were sone
governance i ssues addressed previously in the

agreenent between the parties, but they weren't

as -- they were not addressed as extensively in
the -- as they were addressed in the task force
report.

So wwth that, | -- and | just -- | did this

exercise this norning to kind of see where our
differences are. And | see that they're going to
be, as | would have predicted -- sone, but they --
sone things we've agreed on. At |east retirees we
know are of f the board.

| think ny plan for this norning was for the
Cty to advance a set of proposals, or whatever it
Wi shes to advance to the Board, and then give the
Board the chance, and nyself the chance, to | ook
at it, answer -- ask guestions, answer guestions,
outline the reasons for the proposals, and then
proceed to see what, if any, of those proposals
m ght be accepted. And if not, then we'll be
dealing with counteroffers or proposals or
reactions by the Board; okay?

| turn it over to the City.
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Mayor ?

MAYOR BROMWN: Thank you, Senator Smth. |
really appreciate your |eadership on this. And |
want to thank you all for being here today. Let
me start this norning with Police and Fire Pension
Fund Executive Director John Keane.

John, we're ready to get to work and achi eve
retirenment reformthat protects taxpayers and
respects City enployees. And | want to |let you
know how nmuch we appreci ate and respect your nore
than 50 years of service to the people of
Jacksonvi l | e.

| know -- | know you're here because you care
about Police and Fire enployees and want themto
have secure retirenents. And | know that you are
here because you believe we can work together to
solve this challenge for the community. Over the
next few days, | ook forward to working with you
to make the results happen.

Retirenment reform agreenent woul d be, |
believe, in ny hunble opinion, the ultimte
acconpl i shnent in your |ong public service career.
Wiile Bill Scheu is not here, | want to thank
Chai rman Scheu and his task force for really

bringing us to this point in negotiations. | want
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to thank all of the | eaders who partici pat ed.

In a few mnutes, you're going to hear from
Chris Hand, ny chief of staff. And he'll go over
the proposal the City is going to present. But
before that, | want to nake sure that we view
this, not just as the subject of the pension, but
as nore than that. It really is about the quality
of life in our city. |It's about nmaking sure that
we do what's right for the taxpayers.

| submtted ny first budget exactly two weeks
after becom ng mayor in July of 2011. In that
budget, the City's general fund and contri bution
to the Police and Fire Pension Fund was $77
mllion. In July, | wll mark ny third year as
mayor. |If we don't achieve retirenent reform now,
t he budget | submit this July will contain $154
mllion to the contribution of the Police and Fire
Pensi on Fund. That's 100 percent increase in just
t hree years.

Thi nk about that for a nonent, 100 percent.
And that increase is nore than the current year's
budget of Jacksonville Public Libraries,

Departnent of Public Wrks, and the O fice of
Econom ¢ Devel opnent conbi ned.

|f we do nothing, the Gty's contribution
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will continue to grow out of control. W can't
invest in the quality of our life w thout
retirement reform So if we want to have the best
urban park system we have to nmake sure we sol ve
the problemwith retirenent reform |If we want
the best libraries, we need to reformour
retirenent system |If we want to invest in
Downtown, if we want to continue to have a Gty
where we can attract conpanies to expand and grow
and conpete in a gl obal econony and put people
back to work, we have to solve the pension
problem [|If we want financial stability so we can
have the opportunity to recruit and retain the
best and brightest public safety officers in this
Cty, we have to solve this problem

And so |'m pleased to be here with you, John,
and everyone to make sure that we, once and for
all, solve this problem | think -- there's no
question in my mnd -- by working together, we can
do it. W can bring financial stability to the
Cty. W can bring financial security for our
police and fire and first responders. And | think
our taxpayers deserve financial stability. So by
wor ki ng together, we can get it done. Chris is

going to go through this presentation, and |'m
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sure, by all of us working together, we can get it
done.

So Senator Smth, thank you for this
opportunity. Thank you for your |eadership. And
now I "Il turn it over to Chris. W'Il|l pass out
t he informati on.

THE MODERATOR: Chris, why don't you proceed
now and nmake the Cty's proposal and explain it.

MR. HAND: Appreciate that.

M. Keane, let nme give you a copy of that.

M. Smth, here's one for you and one for our
court reporter.

Ckay. Are you ready for ne to begin?

THE MODERATOR: W are.

MR. HAND: kay. First of all, just to
reiterate what the mayor said, we greatly
appreci ate everybody being here today. W're
hopeful this wll be very productive. And what we
wanted to do this norning was kind of frane up the
I ssue, rem nd people kind of where we've been,
what sone of our chall enges are, and what the
Cty's proposals are to help deal with those
changes. And then we | ook forward to any
gquestions and, of course, welcone a response from

the Police and Fire Pensi on Fund.
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Okay. As Mayor Brown said, obviously, we are
all inthis together. This is a problemthat we
have to work together as a community to sol ve.

And there's kind of three, as a background -- sort
of outlined in his initial coments, there's sort

of three major comrunity questions for which

retirenment reformcan help us answer "yes.

One is: Can we stabilize the Gty budget and
start to reinvest in our quality of life? Two,
w Il we protect Jacksonville's strong credit
rating and avoid a downgrade? And, third, do we
hel p Sheriff Rutherford and Chief Senterfitt
recruit and retain the best public safety
enpl oyees?

So there's a flip side to that. Those are --
I f we achieve retirenent reform those are
questions we think that, by working together, we
can answer "yes."

There's a flip side and sone chal | enges t hat
will occur, we believe, if we don't achieve
retirenent reform One is a very stark budget.
Wthout reform the Cty's annual Police and Fire
Pensi on Fund contri bution continues to rise, and

that tops out at $481 nmillion in Fiscal Year 2036.

O course, that in that period of tine neans
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little to no roomin the budget for key
quality-of-life investnents, including in the area
of public safety.

Anot her issue which we alluded to before is
that the ratings agencies downgrade the Gty of
Jacksonville's credit rating, which, obviously,
makes borrowi ng nore costly, creates confusion,

uncertainly, lack of confidence in the market.

And then last, but certainly not |east -- and
we'll see what the sheriff and the fire chief have
said about this in the past -- pension uncertainty

sends public safety enployees to other states,
counties, or cities, so we -- you know, we have a
brain drain out of our public safety systemif we
don't achieve sone -- sone stability.

kay. So just to kind of rem nd people kind
of where we've been in the last three years on
retirenment reform | think these are sone hel pful
kind of m|leposts onto the path as to where we are
here today. Back in May 2011 is when Mayor Peyton
reached his pension reformagreenent with the
Jacksonville Police and Fire Pension Fund. That
was 2011-400.

Qobvi ously, Mayor Brown -- elected the sane

nont h, and he appoi nted a pension transition
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commttee that, anong others, our CFO Ronnie
Bel ton shared. In June 2011, the Council decided
not to enact 2011-400.

I n January 2012, the Cty ratified a wages
agreenment with the Fraternal Order of Police
t hrough Septenber 30th, 2014. That's inportant
because we are now back at the table with the FOP.

And by the way, hello, President Anos, who |
see sitting there in the audi ence today.

We're now back at the table with them
M. Chatnon, on our |abor team-- negotiating a
new contract. | think sone of you have copi es.
The FOP has waived their right to collectively
bargai n these pension issues.

I n Septenber 2012, the City ratified a wages
agreenent with the Jacksonville Associ ation of
Firefighters through the period of Septenber 30th,
2015.

And, hello, President Wse, who's al so here
i n the audi ence today.

That agreenent is slated to end, as | said,

I n Septenber of 2015. W've recently been back at
the table with the firefighters. And, again, they
have wai ved their right to collectively bargain on

pensi on i ssues.
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Qovi ously, last May, the nmayor reached the
| ast pension agreenment with the Police and Fire
Pensi on Fund. That was defeated in Council in
July of 2013. And then really began the intensive
wor k of the Jacksonville Retirenment Reform Task
Force, which Mayor Brown appointed to study sone
of these Cty Police and Fire Pension chall enges
and recomrend sol utions.

As everyone knows who participated in that --
a very extensive, thorough conversation.

M. Keane was there every tine -- a nunber of
communi ty stakeholders. And in March, after about
ei ght nonths of work, the task force presented its
recommendati ons on pension design. In other

wor ds, what does the benefit structure |ook Iike,
Police and Fire Pension Fund governance, and
unfunded liability, dealing with that.

As | said, in April, the Gty -- M. Chatnon
and our |abor teamnet with the JFF and the FOPR,
whi ch wai ved their right to collective bargaining
on benefits. And, obviously, now we're here at
these neetings. So that takes us over the scope
of the past three years -- and, obviously, hoping
that, over the next two weeks, we're able to bring

this process to closure and bring this back to
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City Council.

So our financial challenges, just to kind of
remnd people why this issue is so significant for
both taxpayers and City enpl oyees, obviously, over
the last 12 to 13 years, we've seen a very
significant increase in the amount the Gty is
contributing to the Police and Fire Pension Fund.

And if we do nothing -- and this sort of is what

we referred to previously -- you'll see how the
Cty's contribution steadily increases till it
reaches a peak of $481 million in Fiscal Year '36.

So, obviously, one can inmagine the potenti al
budget inpacts, long term if we are able to
create sone stability in terns of the amount we're

contributing to the Police and Fire Pension Fund

each year.
As | indicated, those budgetary conseguences
could even be imediate. |If we do nothing, if we

don't have a reform agreenent before the tine the
budget is in place for next year, the contribution
for the Police and Fire Pension Fund is expected
to increase from148 mllion to 154 mllion.

Now, that's a significant increase. |It's not
as significant as it's been in the | ast coupl e of

years in the budget, but $6 mllion is still very

Riley Reporting & Associates, Inc.


http://www.rileyreporting.com

© 0o N oo o b~ w N P

N DN D N DN P PP PP, R R R R
o b~ W N B O © 0o N oo 01~ W N+, O

Page 22

significant and, of course, could inpact

I nvestnents and other priorities, including public
safety priorities, |ike personnel, enployee
conpensation, vehicles. So, you know, in a budget
of our size, as tight as the Gty has been
financially, that $6 mllion increase is very
significant.

O her financial consequences -- and this is
the part that our departnent of finance,

M. Belton and M. Geive, kind of work on every
day. Fitch ratings, obviously, the Cty pays very
cl ose attention to the three ratings agencies
because it determ nes the cost of noney for the
Gty.

Fitch ratings is going to -- has basically
signaled to us that they will downgrade the CQJ
credit rating unless we have reformby the end of
2014. Mody's has essentially told us the sane
thing, that they have the city -- our city and
others on a pension-related watch and will al so
downgrade us without reform if we don't have a
reform quickly in 2014,

And, you know, the downgrade is not sonething
just sinply hypothetical. Oobviously, there's real

nmoney attached to it. Qur estimtes are,
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dependi ng on how far we're downgraded, anywhere
fromone notch -- we're a doubl e-A-plus right
now -- all the way down to a two- or three-notch
DROP. That could have a $600,000 to $2 mllion
annual inpact on the Cty, both in terns of

vari able rate debt we have now and new debt we
m ght borrow in the future.

But there's a potentially even bigger inpact
of that, as well. And that's the |oss of market
confidence and trust that cones with a downgrade
and, obviously, sonething that we all have an
interest in trying to avoid for the Cty.

Ckay. And the operational chall enges of not
being able to have reform-- and what | would
refer you to is the February 19th, 2014, neeting
of the Retirenent Reform Task Force where both
Sheriff Rutherford and Chief Senterfitt said the
exact sanme thing, that uncertainly hurts retention
and recruitnment and underm nes stability.

Sheriff Rutherford said: Look, if nothing
el se, we need certainty about what this is going
to be, what reformis going to |look |ike, what the
pensi on package is going to be.

Chief Senterfitt said: Stability is the key

to our success. People have to know what the
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future holds if we're going to continue to recruit
and retain and have the right size workforce.

So, anyway, those were both the sheriff and
the fire chief weighing in on the need to achi eve
resolution to this issue that's obviously |ingered
for sone tine.

kay. So I wanted to kind of frame up the
I ssues for discussion that we're going to present
fromthe Gty's perspective today, and realize
that M. Keane, Police and Fire Pension Fund, may
have sonme questions. W' Il have sone responses.
But we wanted to go ahead and sort of put our
proposals on the table, if that's okay.

Ckay. |ssue nunber one is the issue that
Senator Smth referred to fromthe outset, which
Is the issue of pension benefits. Wat does the
package of benefits look |like for both existing
enpl oyees and for future enpl oyees?

So just to rem nd everybody what the
Retirenment Reform Task Force reconmended in terns
of pension benefits, essentially, in tw -- one,
as Senator Smth referred to this norning, they
endorsed the previously negotiated nodified
benefits for future enpl oyees, so pretty explicit.

And 1'Il get the citation to their report when we
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get a couple of slides later. But they
essentially endorsed the benefit structure for
future enployees identified in |ast year's
medi ated settl enent agreenent.

And the reason for that was that's a package
that significantly reduces the Cty's cost, but at
the sane tinme renmains conpetitive with the Florida
Retirenment System and conpeting systens. So the
task force endorsed that. And we'll get into
those in just a second.

It al so recommended what it terns sone
addi tional shared sacrifice fromcurrent
enpl oyees. And that's just sone additional
current enpl oyee participation in sone of the
pensi on changes.

So just to sort of sumit up generally, that
i ncluded an increase in the enpl oyee contribution
from seven percent to ten percent, a change in the
DROP rate of return froma guaranteed 8.4 percent
to one that's now pegged to market returns, a
prospective cost of |iving adjustnment change going
forward, and a change on final average
conpensation for those enpl oyees who have | ess
than ten years of service. And we'll get into

those in alittle nore detail in just a second,
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but, summary w se, endorsed what occurred | ast
year as it related to new enpl oyees, nade sone
suggest ed changes for existing enpl oyees.

Al right. So this is just a sunmary. |'m
not going to dwell on this, but this is just a
summary of what that new enpl oyee pension design
package | ooked |i ke that was negotiated | ast year
and was endorsed by the Retirenent Reform Task
Force -- again, not going to dwell on each el enent
because | think people are well famliar with this
at this point, but, again, wanted to nake sure we
had this in the presentation so that there was a
clear matrix as to what those mmj or changes are.

And, again, as we've pointed out before,
t hese changes are simlar to reforns in the
Florida Retirenent System And the reason that's
inportant is that the FRS is probably the nost
conpar abl e pension systemin the State of Florida
to which we can conpare with the Gty of
Jacksonville office. 65 to 67 counties have their
enpl oyees in that system so if you are a county
police officer, county sheriff's officer, county
fire official who's in, say, Hllsborough County
or Orange County or Leon County, chances are

you're in the Florida Retirenent System
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And so the plan that was agreed | ast year as
part of the nediated settlenent agreenent,
endorsed by the Retirenment Reform Task Force, is
very simlar to sone of the sane reforns that FRS
has adopted, as well. Again, a slide people have
seen before, but I wanted to nmake sure to include
it in the presentation.

Ckay. So this brings us to sort of City
Proposal No. 1.

Senator Smth, we're going to be nmaking four
proposal s today. This is Proposal No. 1.

And the City's first proposal is that the
parties readopt the new enpl oyee benefit proposal
fromthe nedi ated settl enent agreenent, as
endorsed by the Retirenent Reform Task Force. And
that citation, just per our earlier discussion, is
Page 38 of the task force report, is where they
endorsed that benefit nodel.

In addition to that, because that's just sort
of what the benefits ook like, there's also an
i ssue of the termof the benefits. Based on kind
of current rulings, not only past |egal decisions,
but also the law that we're |iving under, under
current decisions, the Gty would propose that the

term of those benefit changes be from Cctober 1st,
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2014, the date of inplenentation of the plan,

t hrough Septenber 30th, 2017. That is a
three-year termthat's consistent with the | aw
and, again, related court rulings as to the
allowed length of a termor a condition of

enpl oynent .

In addition to that, we would al so propose
that any future benefit determ nations, in other
wor ds, every three-year period hence, those be
made t hrough the coll ective bargaining process,
whi ch is governed by PERC, the Florida Public
Enpl oyees Rel ati on Comm ssion, wth designated
bar gai ni ng agents, which, of course, are the
Jacksonvill e Association of Firefighters and the
Fraternal Order of Poli ce.

So, Senator Smth, just to be -- and,

M. Keane, just to be clear, three pieces to the
first proposal. Nunber one, let's readopt the new
enpl oyee benefit matrix we agreed to in nediation

| ast year and the task force has endorsed. Let's
have the termof that portion of the agreenent be
Cct ober 1st, 2014, through Septenber 30th, 2017.
And then going forward, any benefit determ nations
woul d be handl ed through the coll ective bargaining

process wth the designated bargai ni ng agents for
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Police and Fire, Proposal No. 1.

Ckay.

THE MODERATOR: Hold on just a second.

MR, HAND: Sure.

THE MODERATOR: John, would you rather him--
woul d you rather himgo through the whole thing?

MR. KEANE: Keep on.

THE MODERATOR: That's what | want to nake
sure. | just wanted to nmake sure that we'll cone
back and have everybody's chance to ask questi ons,
but let's go ahead and hear the entire package.

So | apologize for interrupting.

MR. HAND: No probl em

THE MODERATOR | just wanted to nmke sure
t hat was okay with everyone.

MR. HAND: Good clarification.

Ckay. Current enpl oyees, just wanted to nake
sure people were aware of kind of what the
recomrended changes -- these are the task force
recommendations, just in alittle nore detail ed
formin terns of what they suggested should be the
changes in the benefit package for current
enpl oyees.

First is the issue of the cost of living

adj ustnent. R ght now, obviously, under the
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current system there is a guaranteed three
percent COLA starting as early as three nonths
after retirenent.

For those current enpl oyees who have nore
than ten years of service, what the task force
recomended is that the COLA be capped at 1.5
percent; in other words, that they, the enpl oyees,
receive the lesser of 1.5 percent or the CPl, and
then it starts the third January after retirenent.
That's what the task force recommended for
enpl oyees who have nore than ten years of service.

For enpl oyees who have | ess than ten years of
service, they essentially recomended the sane
thing, but it sort of suggested what | guess what
anounts to kind of an age floor there, saying
that, if you ve got less than ten years of
service -- would still be capped at 1.5 percent
and have that be either the -- that or the --
either the |l esser of that nunber or CPlI would be
the COLA. It would start the third January after
retirenment, but in any event, no earlier than age
55. So the soonest that sonmeone who is currently
wor ki ng who has | ess than ten years of service
could receive a COLA woul d be age 55.

As to DROP, the Deferred Retirenent Option
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Program obviously, right nowthere is a
guaranteed 8.4 percent rate in the DROP program
What the task force recommended is that the DROP
receive the actual rate of return with a floor of
zero percent and a cap of ten percent. So the

hi ghest anyone coul d ever receive, based on market
returns, would be ten percent. The |owest would
be zero percent. In other words, even if the plan
| ost noney, due to IRS regul ations, there would be
a rate floor of zero percent.

In terns of the enpl oyee contribution, which
right nowis seven percent, the task force
recommended that it be raised to ten percent, but
t hey recommended a two-stage process for doing
that, that it raised fromseven percent to eight
percent upon the date of plan inplenentation,
whi ch is October 1st under this scenario, October
1st, 2014, and then ten percent when the previous
pay cuts are restored.

So, obviously, as everyone knows, in 2010,
firefighters took a two percent pay cut. Two
years later, police officers took a simlar pay
cut. Wen those are restored, it would go from
ei ght percent to ten percent, ending up at a ten

percent enpl oyee contribution.
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And then the last piece that the task force
recommended is -- right now, the final average
conpensation period, the period of tine one |ooks
at to nake the pension calculation as to what the
size of the benefit's going to be, right now
that's based on the | ast 24 nonths of enploynent.
The task force recommended that that actually be
extended to be the | ast 60 nonths of enpl oynent,
but received from-- clarity fromattorneys sayi ng
that the floor on that would have to be whatever
the 24-nonth period is at the tine of
I npl enentation, so they couldn't receive |ess than
t hey woul d have gotten at the 24-nonth period as
of COctober 1st, 2014, but that the period should
be extended to the | ast 60 nonths of enpl oynent.

So those were the major -- those were the
changes that the task force recomended as to
current enpl oyees.

Just a couple of notes on sone of those
changes, just by virtue of -- to give alittle
addi ti onal background and for conparison purposes,
as well. Just because we tal ked about FRS
earlier, obviously, the Florida Retirenent System
ended its COLA for all service effective July 1st,

2011, so no State enpl oyees received COLAs. They
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earned COLAs on benefits earned prior to that
date, but no COLA on benefits earned after that
date. That's the reformthat the Florida
Retirement System put into place for cost of
l'iving adjustnent.

One other COLA fact -- because we tal ked
about this being tied to the CPI or the Soci al
Security COLA -- the average Social Security COLA
from 2010 to the present has been 1.53 percent.

A coupl e of other issues on DROP, you know,
we tal ked about that right now there's a
guaranteed 8.4 percent rate of return. And what
the task force recormended was use the actual rate
of return with a floor at zero and a cap at ten.

According to Summt, which is one of the
I nvestnent consultants for the fund, the ten-year
return on the fund was 6.65 percent net of fees, a
little bit higher than that, closer to seven in
terns of a gross rate, but 6.65 percent net of
fees. That gives sone idea of what the actual
rate of return m ght have | ooked |i ke over a
ten-year peri od.

And then, finally, on the issue of enployee
contribution, just because this has been tal ked

about sonme in the public, | wanted to provide a
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little bit of a basis of conparison. For FRS, the
sort of conparative nunber is about nine percent.
|f you take the three percent that enpl oyees put
into FRS, plus the six percent they put into
Soci al Security, that's about nine percent.

The Cty of Tanpa and the Gty of Mam,

whi ch, |ike Jacksonville, are not part of the
FRS -- | wanted to show kind of their
contributions, as well. Now, currently, the Cty

of Tanpa's enpl oyee contribution is 13.26 percent.
Now, there's sone variability to that inthe Cty
of Tanpa. They actually tie their investnent
returns to the performance of their Police and
Fire Pension Fund.

So, for exanple, two years ago | believe it
was 14.7 percent in Tanpa. The year after that,
it was closer to 11. Under the current year --
and | rechecked it this norning, just to nake sure
we have the nost accurate data. Under the current
year, it's 13.26 percent enployee contribution in
the Gty of Tanpa.

The Gty of Mam, kind of in the sane
bal | park, it has a ten percent fire contribution,
thirteen percent for police. And so, again, just

by basis of conparison, sone extra context that
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m ght be hel pful in these discussions.

(kay. So that's -- that is the end of the
Cty Proposal -- excuse ne -- we're now getting on
to Gty Proposal No. 2. Qoviously, for current
enpl oyees, the Cty would not seek, as it wouldn't
be consistent wth the |aw, any changes to
benefits al ready earned by the date of plan
I npl enent ati on, which would be October 1st, 2014.
So just to be crystal clear so there's no
confusion about this at all, under the [ aw we
cannot change any benefits that current enpl oyees
have already earned as of the date of plan
I npl enent ati on.

So any benefit that a police officer, a
firefighter has earned, up to and i ncluding
m dni ght on Sept enber 30th, 2014, would not be
changed by this proposal. No one is going back
and taking away benefits that have already been
earned. Not only is that inconsistent wwth the
law, it's just inconsistent with fair practice, as
well, so just to be crystal clear about that.

What the City recommends is that the parties
adopt the current enpl oyee changes recommended by
the Retirenent Reform Task Force. And, again,

those are outlined in the task force report, |
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bel i eve, on Page 39, what those changes are, and,
obvi ously, we've gone through themin this
presentation, as well.

Again, simlar to new enpl oyees, the Cty
woul d recommend that the proposed term of the
agreenent for these current enployee benefit
changes -- or this current enployee benefit
structure that we would have if this was
I npl emrented woul d be October 1st, 2014, through
Septenber 30th, 2017, so a three-year period,
consistent with the law as to the appropriate
| ength of those agreenents.

And, again, very simlar to new enpl oyees --
because it's going to all obviously be part of one
benefit structure -- any future pension benefit
determ nati on woul d be nade through the collective
bar gai ni ng process, which is obviously governed by
PERC, the Florida Public Enployees Rel ations
Comm ssion, with designated bargaining agents.

So going forward -- this would be for a
t hree-year period, and going forward, pension
benefits wll be negotiated through collective
bargai ning wth the designated bargai ni ng agents,
which in this case are the JFF and the Fraternal

O der of Police.
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(kay. Issue No. 3 -- any -- | know M. Keane
wanted nme to go forward.

Senator, do you have any questions at this
poi nt ?

THE MODERATOR: Go ahead. 1'mgoing to |et
John have his --

MR. HAND: (kay.

THE MODERATOR: -- period of time. Then |'I]
have questions too.

MR. HAND: Ckay. |Issue No. 3 is the issue
of -- this is beginning to feel a little bit Iike
McLaughlin Goup -- but Issue 3, governance. And
why is the issue of governance inportant? The
task force considered this in great detail when
they were making their determ nations. (Governance
Is inmportant for a nunber of reasons. |It's not
the nost exciting subject, but it really does go
to sort of a long-term sol vency and fi nanci al
performance of the plan.

W bel i eve enhanced governance will have a
nunber of positive inpacts. One, better
I nvestment returns over tinme, |ower unfunded
liability, and be able to maxi m ze the use of
t axpayer nenber dollars. And this is not

criticismof anyone or anything, but just sort of
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part of a |looking at any sort of structure to
figure out kind of how you can make sure there's
t he best possible return on any investnent you're
maki ng.

So the task force made a nunber of governance
recomendati ons, which, Senator, |'mgoing to sort
of nove by reference in a nonent, but just to kind
of lay out sone of the |arger governance
recommendati ons that were made for the fund, one,
the task force recommended that, given the very
| arge anmobunt of City noney that is going into the
Police and Fire Pension Fund, you know, year in,
year out, that the Gty have the appointnent of
the fifth nmenber of the Board. And what the task
force recommended is that the mayor make the
appoi nt ment subject to Council approval.

Second, the task force recomended that the

parties -- the fund establish a Financial and

| nvest nent Advisory Committee -- that's laid out
In sone detail in the task force
recommendations -- to help provide advice, sone

expertise, in sort of making investnent decisions.
They al so suggested increased financi al
di scl osure fromfund invest nent nanagers,

advi sers, Board nenbers, others, just to nake sure
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that the systemis as transparent as it possibly
can be noving forward.

In some matters we discussed during the
nedi at ed settl enent agreenent, setting sone
criteria for future PFPF | eaders and Board

nmenbers, that was part of our previous agreenent.

The task force spoke to those during this process.

And then sone sort of disclosure and
reporting requirenents -- given the sort of close
financial relationship between the Cty and the
PFPF. So what the task force reconmmended is that
the parties agree that the PFPF wi Il conduct
annual actuarial evaluations and that they w |
ensure the delivery of those no |ater than
February 1st of each year for budgeting purposes.

The idea being that -- want to nake sure the
Cty has, you know, several nonths of information
before the mayor submts his annual budget to the
Cty Council each year, and that the Council has
that information well in advance, of course, of
when they're required to pass a budget, which in
Septenber -- by no |ater than Septenber 30th of
each year. And in addition to that, the task

force recommended that the PFPF have an annual

financial statenent, and that they ensure delivery
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of that to the City of Jacksonville no later than
March 15th of each year.

So, again, this isn't the entirety of them
And, again, I'mgoing to cite themby reference in
a nonent, but these are sone of the major
governance recomendations that the task force
made.

So this gets us to the third Gty proposal,
which is related to the issue of governance. The
Cty proposal would be to adopt the governance
recommendations fromthe Retirenment Reform Task
Force. Those are cited on the task force report,
Pages 22 through 29. The proposed term of
agreenent on these would be, obviously, to take
effect wwth the rest of the plan on Cctober 1st,
2014.

And, again, just -- and in case anyone
doesn't have it, both either here at the table or
In the audience, all of these docunents are
avail able on the Gty's Retirenment Reform website,
whi ch, again, we can provide -- anyone who doesn't
al ready have it -- but is on the Cty of
Jacksonville website. Qur Retirenent Reform page
has each one of these docunents, as it wll have,

ultimately, the mnutes and the videotape of these
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neetings, as well.

Ckay. Issue No. 4 is the question of
unfunded liability and how we deal wth that as
part of this agreenment. So just to kind of rem nd
everybody sort of where we've been -- where we've
been and where we are now, in terns of unfunded
liability as of October 2003, we were just over or
just around $400 mllion in ternms of the unfunded
liability of the plan.

That sort of went to a peak in the Cctober 1,
2012, valuation, has decreased a little bit this
year, as of the October 1, '13, val uation.

Qobvi ously, there's been sone better narket
performance as the financial markets have rallied
and cone back. And so that has had a | owering

I npact on the size of the unfunded liability.

But, still, we've add in excess of $1 billion to
the unfunded liability over roughly a ten-year
peri od, which obviously has a very significant

I npact on the Gty's annual contribution. The
maj ority of that annual contribution each year to
the Police and Fire Pension Fund is our
anortization paynent to help pay down that debt to
t he fund.

Ckay. The Retirenent Reform Task Force
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recommendations as it related to unfunded
liability, nunber one, obviously, the bylaw the
Cty nust pay its ARC, its Actuarially Required
Contribution, each year to the fund. That's a
function of State law, in any event, that they
reiterated that principle.

They al so recommended the Gty make a
suppl enental paynent each year of the difference
bet ween the ARC and 200 m I lion, which ends up
bei ng between 40 mllion and 60 mllion annually
until the PFPF reaches an 80 percent funded
status. And under that scenario -- we'll see this
inachart inalittle while -- under that
scenario, that would be in roughly Fiscal Year
2028, so that's about 14 years fromnow, that, if
you i npl enent these plan design changes, inplenent
t hese governance reforns, and inplenent this
accel erated pay-down of the unfunded liability,
you woul d reach that status in Fiscal Year 2028.

O course, the other part of the discussion

was, as the City's putting in that noney, right

now the Gty -- the Gty of Jacksonville Police
and Fire Pension Fund wll receive approximately
$9 mllion a year fromthe State in what are

so-call ed chapter funds. Those are funds provided
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to local plans through Chapters 175 and 185 of the
Fl ori da Stat utes.

Ri ght now we receive about $9 mllion a year.
Hal f of those go to base benefits. There was
di scussion at the task force about dedicating the
ot her half of those to helping to pay down the
unfunded l[iability until the plan reaches an 80
percent fundi ng status.

That kind of summarizes what the task force
tal ked about. The task force also got into
funding nethods. That, | don't believe, is a
proper sort of discussion for these tal ks back and
forth. That's a discussion for a different tine
and in a different forum-- again, just wanted to
make sure that we had a very cl ear understandi ng
of what the task force had recomended j ust
nunerical ly.

So this goes to the City's fourth proposal,
which is that the Gty wll nmake additional
unfunded i ability paynents subject to
appropriation. That's very inportant because of
our bond covenants and because of |egal opinions
fromthe Ofice of General Counsel about future
City Councils being able to nake these

determ nati ons, but subject to appropriation,
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until the plan is at |east 80 percent funded,
whi ch, again, under sone of these projections is
14 years fromnow if two things occur: Nunber
one, the parties agree on the first three
proposals that the Gty nade, Proposals 1, 2, and
3, and, nunber two, if the fund dedicates the
other half of State chapter funds, which is about
right now four and a half mllion a year, to
unfunded i1 ability paynent until the plan is 80
percent funded.

So in other words, it's not just one issue;
It's a conprehensive plan of retirenment reform
proposal that says we're going to want to sort of
make these changes to the benefit package. W're
going to want to incorporate these governance
reforns. |If we do those things, we'll agree to
put in extra noney. And, also, we'd |like the PFPF
to put in the other half of the chapter funds to
hel p pay down the unfunded liability.

So just a couple of graphical depictions of
kind of if we were to agree to all of this
today -- not trying to be overly optimstic, but
If we were to agree to all of this today, what
woul d this look Iike just sort of nunerically

going forward? So you see -- and, again, all of
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this is subject to actuarial math, and we'd have
to have our actuaries kind of get down to the --
once a final proposal's in place, and do the
actual nunbers, but this gives you a very clear
sense of the inpact going forward, which is this
conprehensive retirenment reform proposal woul d
have the effect of stabilizing and flatteni ng out
the Gty's paynent to the Police and Fire Pension
Fund each year.

Qobvi ously, that provides consistency and
stability to the Gty budget year in, year out,
has a very significant inpact going forward, and
obvi ously prevents -- | nean, one of the nmjor
chal | enges you see with this what we call kind of
up the cliff, down the cliff, scenario in terns of
paynents to the PFPF, it creates sone real
t axpayer sort of generational inequity, in that a
taxpayer in Fiscal Year '36 is going to be on the
hook for a paynment of $481 million, but a taxpayer
in Fiscal Year, say, '41, is on the hook for a $75
mllion paynent.

So, not only does that up the cliff, down the
cliff phenonmenon produce great pressure on the
Cty budget, it also creates sone inequity. This

proposal flattens that out and ensures that we've
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got sone budget stability going forward so the
City can take care of all of its priorities, nake
key investnents in quality of Iife, as Mayor Brown
said earlier.

This al so gives you a sense of kind of how
this inpacts the funded status. Right now -- and
| know t he nunbers have gone up a little bit with
the | atest valuation, but as of the 10/1/12
val uation, the funded status of the plan was 39
percent. The Police and Fire Pension Fund was 39
percent funded.

This shows you how this proposal accel erates
the path of the funded status fromwhat is now
roughly 40 percent to 80 percent and how it does
that faster than woul d occur under the current
system So we would, essentially, under this
proposal double the funded status between Fiscal
Year 14 and Fiscal Year 28 over a 14-year period.

So, again, just to kind of summarize the Gty
of Jacksonville's proposals -- and then I'Il sit
down so we can take any questions -- nunber one,
the City proposes the consensus pension design for
future enpl oyees, in other words, the plan that
was agreed -- at nediation |ast year, was endorsed

by the task force, we would propose to adopt that
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pl an change for future enpl oyees effective Cctober
1st, 2014, through Septenber 30th, 2017.

Nunmber two, we propose the task force
recomendati ons for current enployees over the
sane period of tine.

Nunmber three, we woul d propose to adopt the
task force governance refornms, which | have cited
here, reference to the task force report, which is
avai |l abl e onli ne,.

And then, of course, Proposal No. 4, the Gty
wi || nmake additional unfunded liability paynents
subject to appropriation until the plan is at
| east 80 percent funded, if we can reach agreenent
on Proposals 1, 2, and 3, and if the other half of
the State chapter funds are dedicated to paying
down the unfunded liability until the plan is 80
percent funded.

We believe that this set of proposals,
Senator Smth and M. Keane, is fair, that it's
bal anced, that it both respects -- both protects
t axpayers and respects enpl oyees, is fair,
mai ntains a conpetitive benefit package, but al so
makes sure that we have sone shared participation
in the efforts to | ower unfunded liability, get

the plan to a healthy funding status, and nake
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sure it stays there going into the future.

So with that, Senator Smth, | will conclude,
and we' re happy to take any questions.

THE MODERATOR: (kay. Thank you. John, what
|"d propose to do now is kind of go back through
this and give you an opportunity to ask questions.
| have sone questions that | want to ask and have

answered, but do you want to go first? (o

ahead -- or any -- feel free, any comment at all
or any response at all is appropriate for you.
MR. KEANE: Sure. First of all, I'mnot here

to engage i n unproductive discussions that could
result in tension between the Gty and the fund.
W wi |l not nmake unrealistic counterproposals that
have no chance of adoption, as we view that type
of action as an unnecessary distraction to the
core mssion before us, which is conprehensive
pension reform W believe that substanti al
progress in resolving the pension funding issue
and conprehensi ve pension reformcan be achi eved
by havi ng neani ngful di scussions and good faith
di scussi ons and di al ogue on the issues.

So starting fromthere, let ne just kind of
skip around on the Cty proposal. You nade lots

of conmments about the task force recommendati on.
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The task force recommendati on was to have a new
agreenent to run for several years, many years off
into the future, until the funding status reached
80 percent. | didn't notice that in the Gty
proposal here this norning. And that's on Page 21
of the report.

Sonme of the recommendations of the task
force, the Pension Board enbraces. W're in the
process of locating citizens to serve on the
financi al oversight conmm ssion, and we believe
that that's going to be inportant. [It's also
I nportant for people who have received your
handout here this norning to -- either already
know or going to know right after | tell themthat
many of the things that the task force
recommended, we're already doing. It's not that
we haven't been doing this, "You need to get over
here and start doing this." You know, we're --
many of these things we're doing.

Al of the actions that we take in these
nmeetings nust conply with the State law. | nean,
it's just that sinple. And so let's try and take
sone of the things out of the equation, if you
woul d permt, and let's just no | onger tal k about

the fifth trustee. The legislature just addressed
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that issue again and so, rather than get bogged
down tal ki ng about the fifth trustee -- the
statutory schene in Florida is two people

appoi nted by the |egislative body, one police

of ficer and one firefighter, where we have joint
pl ans, and the majority of those four pick the
fifth.

It was challenged in court by the League of
Cities years ago and affirnmed. The Gty Council,
in the 2013 session of the |egislature, asked for
a change. They asked for it again this year, and
the legislature did not address it. And so |
think to nove forward we ought to just take that

off so we're not distracted by that.

THE MODERATOR: Let ne -- let ne stop you a
second, John. Let ne -- let ne see if | kind of
understand this, and I'll try to reread the | aw
material s.

The current practice is police get one, fire
get one, municipality gets two. Those four then
sel ect one. Then the issue --

MR. KEANE: Known as the fifth nenber.

THE MODERATOR: The fifth nmenber, |I'msorry,
the fifth nmenber. As | understand the way this

Is, there's been sone question out there raised as
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to whether or not you could have one or the other
parti es nmake a change.

And the answer is, yes, they can nake a
change, but you read that as they can nmake a
change -- in other words, the Cty can change
their own persons, their own appointees, at any
point in tinme. There's no issue on that.

MR. KEANE: Absol utely.

THE MODERATOR: The issue from your
perspective is, but once it goes down to anything
t hat changes that inbal ance, that would require a
statutory change.

MR. KEANE: Correct. And that's --

THE MODERATOR: Hold on. | just want to --

hold -- stay there just one second.

| want to hear, Chris, your response to that.

Do you believe that that change, if there was to
be a fifth nmenber change, is a nenber change that
woul d have to take place in Tall ahassee?

MR. HAND: Not necessarily. And | was going
to-- I"lIl bring to our -- if we take a break,
"Il bring to our afternoon session -- the Ofice
of General Counsel, Steve Durden, has recently
done a |l egal opinion, which I think, Senator

Smth, you reviewed --
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THE MODERATOR: | read it.

MR. HAND:. -- based on a request froma
menber of the Council as to whether or not it
requires a statutory change. | believe his answer
was "Not necessarily.”

And so |'d be happy to distribute that.
Again, | certainly appreciate M. Keane's
suggesti ng we ought to just take that off the
table. The Gty is not prepared to do so at this
time,

THE MODERATOR: But your position is and wll
remain, John, as | understand it, that, even if
you guys agreed to it, it would require a change
in the | aw?

MR. KEANE: That's not only the position of
the Police and Fire Pension Board; that's the
position of the State D vision of Retirenent.

They address this question --

THE MODERATOR: They give an opinion on that?

MR. KEANE: They've already resolved this.
And the confusion occurred froma passage of a
change in 2012. Naples changed froma strong
mayoral form of governnent to a Gty nanager type.
And in their legislation, nuch Iike Jacksonville's

used to be, they had specific individuals naned as
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the trustees of the pension fund.

So they filed a proposed anendnent to Chapter
175 and 185 that was adopted by the |egislature
that said, for the Gty, the Cty's two
representatives, that they could change them
They coul d take the mayor off, put the finance
director on, take the Gty clerk off, put the
chi ef of police on.

Thereto, there was substantial discussion on
the senate floor prior to the adoption of the
anmendnment. And Senator Rich inquired of Senator
Ri chter, the anmendnent sponsor -- she said, "Does
this change, in any way, the nunbers?”

H's response is, "No. The City still has two
appoi ntees, and those people, the Cty can
interchange if they want to."

We have absolutely no quarrel with the Cty
Counci | changing their appointees. They recently
didit in 2012. That's entirely their right. But
in the interest of succeeding here, we just don't

think we ought to spend a lot of tine talking

about it.
THE MODERATOR: (kay. Well, |'ve heard --
MR KEANE: |I'mnot famliar wth this | egal
opi nion --
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THE MODERATOR: No, no.

MR. KEANE: -- but I'Ill look at it --

THE MODERATOR: | just want to nmake sure we
under stood where we are on this. So the Cty's
basic positionis -- and |'ve read the Durden
response -- is "not necessarily,” but I -- and
|'ve al so read the response fromthe Division of
Retirement, | think it is, D vision of Retirenent,
which -- the history of this is whether or not
the -- it could be done, even if the parties
agreed to it.

And your answer is, if the parties agreed to
it, it mght be done. Wthout the parties
agreeing to it, we agree -- you would agree that
that's a difficult task?

MR. HAND: Well, again, what 1'd like to
do --

THE MODERATOR  Because, | guess, would --
because | understand --

MR. HAND: Sure. That's --

THE MODERATOR: -- that there have been two
attenpts in Tall ahassee; is that correct?

MR. HAND: Well, there's been a J bill
I ntroduced, both in 2013 and 2014, that did not

pass, but just in the interest of being
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productive -- and M. Keane hasn't had the benefit
of seeing M. Durden's opinion -- it sounds
like -- 1'd like to get copies --

THE MODERATOR: Get him --

MR. HAND: -- of that --

THE MODERATOR: -- a copy of that, please.

MR. HAND: -- and when we cone back, we
can -- you know, at the appropriate tinme, we
can --

THE MODERATOR: Pl ease do that.

Ckay. Go ahead, John. | didn't nean to
I nterrupt you, but | -- sonetinmes | kind of want

to get where we are on these things.

MR, KEANE: That's fine. Also note that the
task force recommended that the current settlenent
agreenent be replaced with a new agreenent that
woul d last until the fund reaches an 80 percent
funding level. That recommendati on was not
included in the -- in the Gty proposal, which we
think is an inportant recommendati on.

THE MODERATOR: Can | stop you there for a
second and see if | understand this? Wat the
Cty is wanting to do is they're trying to --
correct nme if | msunderstood this. You want to

go to a three-year cycle. | took the three-year
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cycle to be the | anguage that's contained in
Chapter 447, the three-year cycle neaning that you
woul d tie this back into collective bargaining?

MR. HAND: Correct.

THE MODERATOR: | had a coupl e of questions
on this -- if | could ask a couple of questions on
this. Nunber one, like nost Cities -- this is
not -- please don't read this as anything
pejorative. Otentinmes you choose to vote -- to

deal with one contract in one year and anot her
contract in another year just because, practically
speaking, that's just a |l ot nore nmanageable. And
| know that's what happens here. | think police
IS up one tine. Fire is up another.

MR. HAND: Correct. They're on different
annual cycles --

THE MODERATOR:  Yes. Their expiration dates
are essentially a year apart. They're on the
three-year coll ective bargaining cycle. They
wai ved col |l ective bargai ni ng over issues of
pension, as | understand it, as part of these
proceedings. If they waive collective bargaining
over those issues, then one of the things is --
does that nean that collective bargaining wl|l

then cone back in, notw thstanding that waiver, or
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can they waive that for a |onger period of tine?
|"mjust throwing this out. | don't know the
answer .

And the other questionis, if you are to do
that, doesn't that put the situation where you
woul d have, arguably, at sone point in tineg,
pensi on benefits for the Police and Fire being
different for a year because they are on different
bargai ning cycles? | nean, you' d have to square
that away at sone point; you understand that?

MR. HAND: That assunes they're on different
bar gai ni ng cycl es, which does not necessarily have
to be the case.

THE MODERATOR Right, but it has

historically been the case, but that doesn't nean

you can fix that by -- you' d have to shorten one?
MR HAND: It is the case now. | can't speak
tothat. | don't think it's always been the case.

It is the case at this nonent.

THE MODERATOR: | got it.

MR HAND: It doesn't necessarily have to be
t he case.

THE MODERATOR: kay. And if -- if you were
to get agreenent on this, what |'m now wondering

Is -- you have a plan in place, and you then go to
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collective bargaining. |If you are collectively
bargai ning on a three-year cycle for a plan that |
t hi nk the Board recommended until there was an 80
percent -- if | remenber the | anguage, until the
80 percent funding is conplete -- because that
realizes that all this takes a while before it
woul d all gather --

MR, HAND: Sure.

THE MODERATOR: In reality, what happens in
col l ective bargaining on a three-year basis -- how
would -- | nean, could you theoretically -- would
you be changing what the long-termplan is, the
curvature of which you suggest takes a nunber of
years, maybe as many as -- | think till 2028, is
what | saw, or --

MR HAND: Let nme clarify, if | mght, what
the task force actually recommended. They -- and
M. Keane is not incorrect. They recommended a
| onger-term agreenent as to the issues of dealing
with the unfunded liability and inplenenting
gover nance changes.

They very specifically -- again, that task
force report, | read it again in preparation for
this and consulted wth the chairman of that task

force prior to this neeting. They very
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specifically, in light of |language in the charter,
in light of Florida |law that you've cited, in

i ght of Judge Wallace's ruling in Decenber of
2013, very specifically indicated that the
benefits section, their reconmendations were to
tie those back to collective bargaining and have
them be for the legally appropriate period of
tine.

So the recommendation as to tenure of the
agreenent that M. Keane's referring to exenpted
t he i ssue of benefits, which the task force
recomended be subject to collective bargaining
Wi th the appropriate tine franes.

THE MODERATOR: My only observation on that
was -- and you guys think this over. | agree
exactly, that that's what it said. 1've read the
report, and |I've even got ny little green yell ow
hi ghl i ghter.

What | didn't get is, unfunded liability,
which is your Proposal No. 4. Unfunded liability
IS a major issue -- is how we even -- got us here.

MAYOR BROMN:  True.

THE MODERATOR: Unfunded liability can't be
addressed on a three-year cycle, and part of what

drives unfunded liability |l evels would be pension
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benefits. | nean, | understand what the parties
are trying to do.

|"mnot -- but | just -- it is alittle bit
conpl i cated when you start tal king about going to
t hree-year collectively bargai ning over a pension
plan that, if adopted -- because the way your plan
wor ks on unfunded liability, your contribution on
unfunded liability requires one, two, and three to
be excepted. "W will do four, if one, two, three
are accepted.”

My only concern there is, well, are one, two,
and three, therefore -- are they really
changeabl e? Because they are changeable, that --
then four, as you outline it -- well, actually,
you' ve got it up there -- one, two, and three --

MR. HAND: Correct.

THE MODERATOR:  You do one, two, and three.
We do four. One, two, and three have to stay in
pl ace for four to stay in place.

And then one other question | had arising out
of that, the GCty's been very clear and the law is
very clear that appropriations is their authority,
and that you can't bind future -- wthin
restrictions, you can't -- what happens in any

given year to this plan if appropriations --
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under -- if appropriations under No. 4 did not
occur, did not eventuate, if a future comm ssion
did not act pursuant to No. 4, what happens to the

remai nder of that agreenent? And | don't know

that --

MR. HAND: | think the way |I'd suggest
addressing that is when -- unless M. Chatnon
wants to address it now -- | nean, this has been a

poi nt that M. Laquidara, our general counsel, has
made a nunber of tinmes. | think it's appropriate
that she address that. And | can see where one

m ght want to raise that issue.

THE MODERATOR | just want to get the
answer .

MR. HAND: Sure. Exactly. So we'll add to
the list --

THE MODERATOR  Ri ght.

MR. HAND: -- sort of our punch |ist of
things we need to make sure we talk about. On the
i ssue of length of the agreenent, again, the issue
of unfunded liability and governance, again,
doesn't have the sane tine paraneters necessarily
as coll ective bargai ning does.

Now, there's another elenent of this, as

well. And this was all in public Gty Council

Riley Reporting & Associates, Inc.


http://www.rileyreporting.com

© 0o N oo o b~ w N P

N DN D N DN P PP PP, R R R R
o b~ W N B O © 0o N oo 01~ W N+, O

Page 62

neetings. | think it's inportant to raise this.
One of the major concerns of sone of those Council
nmenbers -- and | want to speak to them but just,
again, fromwhat was said at the podi um about the
agreenent that was defeated on an 11-to-7 vote in
July of 2013 was the length of the agreenent,
whi ch, obviously, that nediation settl enent
agreenent was one that |asted until Septenber
30th, 2030. So at that point --

THE MODERATOR: That was to replace the
30-year agreenent we just --

MR. HAND: Correct.

THE MODERATOR: That was the overl ay.

MR, HAND: Correct.

THE MODERATOR: | under st and.

MR. HAND: So one of the concerns that was
rai sed by several of those who voted no was the
l ength of that agreenent, particularly as to
benefits and whether or not it was consistent with
State law or, for that matter, consistent with
good practice in terns of -- | think what they
termed as the Gty's need to be ninble in terns of
its financial needs year in, year out, and the
needs of its workforce, for that matter.

THE MODERATOR: kay. John, | interrupted
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you Wi th sone questions --

MR, KEANE: No, no.

THE MODERATOR: -- so it's back to you.

MR. KEANE: [|I'mfine. Press on.

THE MODERATOR:  No, no, no. Go ahead. I'm
sorry.

MR, KEANE: Ckay. Well, we, again, contend
that the -- a settlenent agreenent between the
City of Jacksonville and the Police and Fire is
not related to collective bargaining. The Gty
didn't think it was related to collective
bargai ning from 1990, when it was originally
devel oped, until nore recent tines.

As termlimts inpact the folks here, and 4
East, the mayor's suite, and 4 West, the Cty
Counci |, you know, and different people cone in
supporting them they have different ideas. Over
at the Police and Fire Pension Fund, we have
continuity for long periods of tinme, and we
continue to believe in what Mayor Austin agreed
to, what Mayor Del aney agreed to, and what Mayor
Peyt on agreed to, and what Mayor Brown was trying
to agree to.

You know, this doesn't have anything to do

with collective bargaining. The settlenent

Riley Reporting & Associates, Inc.


http://www.rileyreporting.com

© 0o N oo o b~ w N P

N DN D N DN P PP PP, R R R R
o b~ W N B O © 0o N oo 01~ W N+, O

Page 64

agreenent draws together a set of docunents
previously approved by the Cty Council, which are
t he pension benefits and the structure. And
that's what it is.

And if you agree with it today and we set out
on this track to solve the |ong-term pension,
unfunded liability, and the Police and Fire
menbers and the Board commt half of the State
chapter noney, and two or three years down the
i ne, sone new fol ks say, "Wll, we don't want to
do this anynore,” where are we going to be, with
al ready hundreds of mllions of dollars
transferred fromour nenbers into the funding of
the current settlenent agreenent, sonewhere off in
the future, when sonebody says, "I don't like this

idea at all," and nmanages to rally sufficient
support and say, "W're not going to fund it at
t he enhanced |l evel that the task force
recommended,” that is, the level of 200 mllion,
t hrough the adoption of either m || age increase or
the sales tax, if it's adopted by referendun?

So where is that going to | eave the nenbers?
W' ve taken them down the path to this point and

taken their noney, and all of a sudden, a new

group cones in and says, "W're going to do
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sonet hing el se. ™

It just can't be that way. You've got to
have stability. As they pointed out in their
slide, the sheriff says you have to have
stability. The fire chief says you have to have
stability. Because of this denonizing of the
Police and Fire Pension Fund and its nenbers over
t he past several years, the average age of people
getting in our DROP has rapidly decreased. They
now enter the DROP with barely over 20 years of
service, the mninmumrequired, and, therefore, two
t hi ngs are happeni ng.

They enter the DROP. The City quits nmaking a
paynment, so the Gty saves the noney, but they're
not paying us five years nore, and they're living
five years longer, so it's a double financial
inplication for the -- down the line. And what --
people don't stay to cone and get in the DROCP.

You can inquire of the sheriff's office.
They' ve had a record nunber of young police
officers wwth less than ten years of service
quitting this year. They're |leaving in droves
because of the uncertainty of -- "if it's going to
be here when | get here."

And given the option of comng to work for
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the Gty of Jacksonville, which we hope these
well -qualified individuals will as either police
officers or firefighters, and paying ten percent
pension contribution and a -- receiving a 2.5
benefit or go to work in St. Johns County or

Al achua County and pay a three percent
contribution and get a three percent benefit --
it's not hard. [It's not hard.

And sone of the better recruits are going
away. Sone of our better enployees are departing
just because of that. It all has to do with
fi nances.

Certainly, our country, as well as globally,
we' ve experienced sone very difficult economc
ti mes since 2000, and we're comng out of it --
not near as fast as either Mayor Brown or nyself
or our Pension Board, the President, the Congress,
t he Federal Reserve, not as fast as any of us
want, but we're on a slow path of recovery.
Pensi on earnings, not only for the Police and Fire
Pensi on Fund, but to sone extent to the general
enpl oyees, are suppressed by the policies of the
Federal Reserve to keep interest rates at near
zero.

Al of these things go into the pot that
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causes what's happening. But despite all of
those, it's the intention of the Police and Fire
Pensi on Fund Board to reach agreenent on
conprehensi ve pension reform That's what we're
here for. That's our goal.

THE MODERATOR: Well, let ne start on this
line, then, because | hate to waste any of our
valuable tinme. | want you, John, to address this
I ssue for ne. The new enpl oyee, the new hire
provisions that were previously agreed upon --

MR, KEANE: Uh- huh.

THE MODERATOR: -- we're tal king the new
hires, now -- the new hire provisions that are
previously agreed upon, is the Board prepared
to -- and | think that noves a major issue off of
the table. As it relates to the new hires --
we're going to spend a |lot of tinme tal king about
I ssues, both of fairness, equity, and the
mechani cs for dealing with current enpl oyee
benefits, but as to new hire benefits, is there
sonething that we agreed to previously -- which |
believe that the task force whol eheartedly
accepted -- is there sonething, John, in the
previ ous agreenent on new hires that you would --

that you do not now agree with?
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MR. KEANE: Yes.

THE MODERATOR: (kay. Let's go to that.
What is that?

MR, KEANE: It was the formula for early
retirees. You'll recall from our discussions down
in Gainesville when you cane up with it, we said,
“"No. That's not right," and you said, "W're just
going to go forward wth it for now" Do you
recall that discussion?

THE MODERATOR: | don't recall it
specifically, but I won't question you that | --

MR. KEANE: Right.

THE MODERATOR: | know | threw ny hands up
several tinmes, so if that's the notion | took,
yes.

MR. KEANE: O her than the --

THE MODERATOR: Tell ne about the fornula
problem Explain that to ne again.

MR. KEANE: You started at the wong end,
when soneone retired early.

THE MODERATOR:  (Kkay.

MR KEANE: Currently.

THE MODERATOR: 1'Ill admt starting at the
wong end is bad in a whole bunch of things, so --

VR. KEANE: It can be difficult.
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THE MODERATOR:  Yeabh.
MR. KEANE: Currently, 80 percent is our

maxi mum benefit, and it goes down under that. And

you started at the I ow end and went up and shoul d
have started at the top end --

THE MODERATOR:  Ckay.

MR. KEANE: -- because mathematically the
nunber you cane to, 53 percent, you can't reach

THE MODERATOR: (kay. Qutside that
conput ati on net hod, what other areas of the
agreenment as it related to new hires?

MR. KEANE: Wth the exception of the
reduction in benefits for early retirenent, we're
prepared to tentatively enbrace today the entire
new enpl oyee benefit structure that we di scussed.

THE MODERATOR.  Ckay. Joey, or whoever on
this side is doing the math -- and | don't know
who it is -- | would |ike you guys, this

afternoon, to be prepared to specifically address

that issue of the way in which we cane up with the

conput ati on because if | made -- | amthe first
one here to say that |I've -- that |'ve never

t hought of nyself as an expert on these
conmput ati on net hods.

John, 1'd like you to be prepared this
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afternoon to kind of go in greater detail in
expl aining it because, as | understand what's

happening, if we can address that issue and get

that issue agreed upon -- if |I nmade a m st ake,
which I"'mnore than willing to admt that with
sone frequency | do -- if we nmade a m stake there,

that needs to be fixed. Let's fix it. And that
woul d renove, in ny view, one of the major issues
ri ght away, and we woul d be down, then, to a
di scussion of current enployees.

Now, as to the proposal on -- | think you've
t al ked about governance, the issue of the fifth
issue -- the fifth person, the selection of the
fifth, if you wwll. There were also sone changes

t hat were nmade on governance that had to do with

sone -- and | know it was readopted in verse here.
You guys are already putting together -- you guys,
by that, | nean, the Board. The Board is

already -- am| wong -- putting together a

financial advisory conmttee, or sonething that
woul d be, perhaps --

MR. KEANE: Yeah.

THE MODERATOR: -- an overlay that would fit
in wth what's going on right -- what's being

recommended by the task force?
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MR. KEANE: Yeah. W're hard at it. W've
interviewed three people already, and we're --
additional interviews scheduled with three or four
nmore so that we can cone up with the five nanes.

THE MODERATOR: What 1'd |ike you guys to
I mredi ately focus on, then, is seeing in which
ways, if any, your task force plan and your task
force inplenmentation, howthey're the sane and how
they may differ because it seens to ne that, what
there is not a difference between the parties now,
IS whether or not there ought to be a financi al
advi sory group. Both sides see the need for that,
so nowit's just a matter of the nmechanics on
that, and that ought to be sonething doabl e.

MR. KEANE: We will present a counterproposal
for that this afternoon.

THE MODERATOR Cot it.

MR. HAND: And, Senator, | would just say --
it would be hel pful to know, John -- in that
context, the task force nmade sone very specific
recommendations as to the structure of that
Fi nanci al and | nvestnent Advisory Commttee. It'd
be useful to know kind of how this inplenentation
that apparently the Board is doing natches up with

that, as well, just for --
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MR KEANE: Sure.

MR. HAND: -- transparency and clarification
pur poses.

THE MODERATOR: Then there was -- there was
also, if | remenber -- | know in the task force
recomendations -- | don't know -- | have not |aid
them side by side, but I know that we had nmade
sone agreenents in the past as it dealt with
I ssues of qualifications for particular positions.
| know the task force has nmade its
recomendati ons. You are advancing those. | want
you to react to those --

MR. KEANE: Uh- huh.

THE MODERATOR: -- qualifications. [If |
remenber, there was sone experience required, sone
educational -- | think you have sone -- | won't
say reluctance, but ny sense of it is -- is that
there was al ways sone concern in your m nd whet her
or not that was overly narrowing of the field for
good candi dates. Pl ease be prepared to kind of
address that this afternoon.

MR. KEANE: W have a proposal on that.

THE MODERATOR: And will you have a proposal
for this afternoon on the issue of -- they've now

made rat her conprehensive proposals for current

Riley Reporting & Associates, Inc.


http://www.rileyreporting.com

© 0o N oo o b~ w N P

N DN D N DN P PP PP, R R R R
o b~ W N B O © 0o N oo 01~ W N+, O

Page 73

enpl oyee changes. Do you agree that those are --
t hose would be -- that those are different, not
only than what now exist, but different than what
even had been agreed to | ast year?

MR. KEANE: Correct. They are different.

THE MODERATOR: Gkay. |'mgoing to take a
w | d guess and say that you' re not prepared to
say, "l accept those proposals.” So you'll be
prepared to address that this afternoon with the
counterproposals, as | understand it?

MR. KEANE: That's a very wld guess, and
you're correct. And, no, we wll not be prepared
to respond to that.

THE MODERATOR:  Ckay.

MR. KEANE: But we just saw this for the
first tine today.

THE MODERATOR Ckay. So --

MR. HAND: Per our agreenent that we woul d
obviously trade this --

THE MODERATOR.  Yeah, yeah, yeah. Wen --
maybe by Thursday could you respond -- because
that's going to be, as | see it -- you guys tell
me if I"'mwong. As | see, sone of the governance
I's doable, pretty easily.

MR. KEANE: It is.
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THE MODERATOR: Sone of it's --

MAYOR BROMN:  Yeabh.

THE MODERATOR: -- nechanically doable pretty
easily. Sone of the current enployee -- it |ooks
tome |like we're down to one issue of --
mechani cal issue of difference. And | don't
remenber how that came about, and so | stand to
just have that explained and responded to.

MR. KEANE: Maybe three, but --

THE MODERATOR.  Maybe three. Then there's a
huge difference on current enployees. Aml
correct that that's where the heart of your
di sagreenent is right now?

MR. KEANE: Correct.

THE MODERATOR: Does the City agree with
that, that the other things -- but the heart of
our difference right nowis what are we going to
do about current enpl oyees?

MR. HAND: Well, w thout hearing, you know,
M. Keane's counterproposal -- | don't want to
speak for him but it sounds |like that may be a
di fference.

THE MODERATOR:  Well, | nean, | think from
the history that you-all have -- and we're not

nai ve here. Fromthe history that everybody has
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at this table, what you're dealing with now is:
What do you do for those people who cane to work
under one set of circunstances, and how are those
ci rcunstances going to be changeable? And first
of all, are they, and to what degree they ought to
be changed; right? | nean, isn't that the --

MAYOR BROMN:  Sure.

THE MODERATOR: | nean, am | m ssing
sonet hi ng here, guys?

MAYCR BROMWN: That's right.

MR. HAND: That's the right |egal franmework,
right.

THE MODERATOR:  All right. John, is there
anything el se you want to respond to this norning,
anyt hing you want themto explain, anything that
you don't think they have fully expl ai ned --

MR. KEANE: Ch, no.

THE MODERATOR: -- to your --

MR, KEANE: No, no.

THE MODERATOR  -- satisfaction?

MR. KEANE: No, no, no, no. They're
proposals, they're very conprehensive, and we
under st and nost of them because they've been
di scussed previously.

THE MODERATOR: Sur e.
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MR. KEANE: There are a couple of new
wrinkles in here, but one thing that --

THE MODERATOR: Can | raise a question --

MR, KEANE: -- the Gty --
THE MODERATOR:  -- then, John?
MR. KEANE: | beg your pardon?

THE MODERATOR: Can | raise a question just
while it's on ny mnd --

MR. KEANE: Inquire.

THE MODERATOR: If this was to be part of
collective bargaining -- I'mnot saying -- but if
that was to -- what percentage of the people
are -- who are in the pension plan would not be
currently -- | don't know the definition of your
bargaining units here. Usually, there's sonething
i ke |ieutenants, sergeants, sonewhere in that
range -- are represented, and then the renai nder
are either supervisory and not represented, or
they may be in a different unit.

MR. CHATMON: There are various units --

THE MODERATOR  Ri ght.

MR CHATMON. -- but they are represented.

THE MODERATOR: Right. And then you have
your managerial persons who are outside that.

MR, CHATMON: Yes, sSir.
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THE MODERATOR: That's why the pension plan
al ways raises different issues because whatever
changes woul d happen by bargaining would affect --
| take it to be a large part of the people, and a
heck of a lot of themwould be nore towards the
seni or status because it takes a while to becone
manageri al or even supervisory. Do you know what
percentage of the guys in the plan are not
repr esent ed?

MR. CHATMON: Don't know the nunmbers off the
top of nmy head, but we can figure it out.

THE MODERATOR. COkay. |I'd just like --

MR KEANE: It's about five percent.

THE MODERATOR:  About five percent of the --

MR. KEANE: Both departnents.

THE MODERATOR: And they would tend to be the
nore seni or guys?

MR KEANE: Onh, they are. They're appointed
peopl e.

THE MODERATOR  Just because of the nature
of --

MR. KEANE: Yeah.

THE MODERATOR Ckay. | got it.

MR. KEANE: Appointed people --

THE MODERATOR:  All right.
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MR. KEANE: -- division chiefs, system
chiefs --

THE MODERATOR: That was just one of the
guestions | had nmade a note to.

MR KEANE: Right.

THE MODERATOR: Wien you guys cane up with
the last 60 nonths of enploynent -- and then it
said not less than the anmount at 24 nonths. | may
be the only guy that didn't get that.

MR, HAND: No, no.

THE MODERATOR: | didn't quite get what
you're -- there's -- currently you have a
24-month - -

MR, HAND: Correct.

THE MODERATOR: -- period. |It's your last --
presunmably your best is your last, but it's your
best 24 nonths; right?

MR HAND: Right. WIlIl -- and so just to
clarify that because this is sonething, again,
that the task force noved during its
recomendati ons. This and sone of the current
enpl oyee changes, frankly, sort of match sone of
t he new enpl oyee changes that were nade during the
nedi ated settl enent agreenent process |ast year.

As to the final average conpensation period,
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obvi ously, what we previously agreed to for new
enpl oyees is that we can go froma 24-nonth peri od
to a 60-nonth period, or you can define it a
nunber of ways, years, pay periods, but
essentially a two- or five-year period.

What the task force recommended is that, for
current enpl oyees who have | ess than ten years of
service, the final average conpensation peri od
woul d be expanded from 24 nonths to the -- to the
final 60 nonths. So, basically, you'd go fromthe
two years to five years.

The | egal gui dance we got from Ji m Linn,
who's the City's pension counsel, that he
expressed to the task force is that, under that
scenari o, and given sone of the |egal challenges
wi th changi ng benefits that have already been
earned, that the floor would be the value of those
benefits in the 24-nonth period at the tine of the
pl an i npl enentation, if that nmakes sense, so --

THE MODERATOR: See if | get it.

MR. HAND: Yeabh.

THE MODERATOR If a person is going to
retire in the next couple of years, and they
retire, they retire after -- and this -- and if

this was to be enacted, they would get the greater
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of the 60-nonth, or what woul d have been
24-nmonth - -

MR. HAND: As of the date of plan --

THE MODERATOR: As of --

MR. HAND: -- inplenentation.

THE MODERATOR: -- the plan inplenentation?

MR. HAND: Correct.

THE MODERATOR: They woul d get the greater of
t hose two anmounts?

MR HAND: Correct. And it would only
affect --

THE MODERATOR: So you couldn't dimnish the
val ue of anybody's already earned work by
expandi ng the period of tine. | get --

MR. HAND: Yeah. That prevents --

THE MODERATOR. | get that now.

MR. HAND: -- changing benefits that have
al ready been ear ned.

THE MODERATOR:  You al so had in here .

Yeah. Under the DROP plan that you have,
the --

MR, HAND: Current enpl oyees?

THE MODERATOR: |'mtal ki ng about for your
proposal for current enployees. Under this, what

woul d happen is -- there's currently a guaranteed
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rate of 8.4 percent?

MR. HAND: Correct.

THE MODERATOR: And what you would do is you
woul d just -- | think what you said was you woul d
float that with the market fromzero to ten
percent ?

MR. HAND: This is very consistent with --
you m ght recall one of the new enpl oyee changes
we made as part of the nedi ated settl enent
agreenent. The task force recommended -- it
recomrended abol i shing DROP for new enpl oyees and
going to a BACKDROP systemthat had a floor of
zero and a cap of ten.

This is very consistent to that. This sinply
says that, rather than having a guaranteed 8.4
percent rate of return, soneone in DROP woul d earn
the market rate of return, the actual rate of
return, into the plan, but, in any event, no | ess
than zero and no nore than ten.

THE MODERATOR:  Ckay.

MR HAND: So it tied to the actual return of
the plan, but established a floor and a ceiling.

THE MODERATOR: And you had a COLA capped at
1.5 percent after the third January foll ow ng

retirement, is your proposal?
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MR. HAND: Correct. Wereas, the COLA woul d
be the |l esser of the 1.5 percent cap and CPI -- or
CPI .

THE MODERATOR (Gkay. And did you -- did you
have -- the CPl being indexed by what nethod?

MR. HAND: The nethod we used, obviously,
during |l ast year's discussions was the Soci al
Security COLA --

THE MODERATOR: Would you --

MR. HAND: -- which is indexed --

THE MODERATOR: Would you -- woul d you
recomend, if that was inplenented, that you use
Social Security --

MR. HAND: That's one --

THE MODERATOR: -- as the ongoing --

MR. HAND: -- of a nunber of nethods that we
could certainly | ook at, using those other
options, as well.

THE MODERATOR: All right. John, a couple of
times you have said that you did not believe that
the task force addressed benefits. | haven't
qui te understood that because when | read the
report, | thought there were sone benefit
reconmendat i ons.

MR. KEANE: They nade sone.
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THE MODERATOR  Ckay.

MR. KEANE: They nade sone.

THE MODERATOR:  (Kkay.

MR, KEANE: I n another area they shied away
fromit. The Scheu conmm ssion --

MR. HAND: No pun intended.

MR. KEANE: -- noved away fromit, no pun
i ntended to Chai rman Scheu, because of the
def erence they gave to Judge Wallace in his
ruling --

THE MODERATOR R ght.

MR. KEANE: -- which is under appeal --

THE MODERATOR:  Sure.

MR. KEANE: -- and may be reversed.

THE MODERATOR: One of the proposals that
t hey have made on the unfunded liability is one
that | know has been discussed a | ot of places.
And that is that, if certain agreenents were made,
part of that agreenent, part of the agreenent,
woul d be that the 175/ 185 chapter funds, 50
percent, would be remtted -- | don't know if
that's the right word -- remtted to the Gty to
be part of their paynent towards reduction of the
unfunded liability.

The 175/185 nonies, as | renenber your
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di scussions -- and if I'"'mwong, just tell nme I'm
wong, or if it was Klausner, or whatever, but
there's the issue there about enhanced benefits or
for enhancenent of benefits. Does reducing the
unfunded li1ability in your view, does that
constitute an enhancenent of benefit?

MR. KEANE: No, sir.

THE MODERATOR: kay. The Gty, | want to
hear - -

MR KEANE: It may be good --

THE MODERATOR: |I'mjust -- I'mnot trying to
cause troubl e.

MR, KEANE: It certainly --

THE MODERATOR |'mjust trying to get the
di scussions --

MR. KEANE: It's certainly good for --

THE MODERATOR: -- where they need to be --

MR. KEANE: -- the plan and good for the
Cty, but it's not nothing you can go to the
Publix store and get a |loaf of bread wth.

THE MODERATOR: Okay. | threw this out there
know ng - -

MR. HAND: Sure. And, again --

THE MODERATOR: -- there was going to be

reacti ons.
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MR. HAND: -- this has -- this has been,
obvi ously, talked about in sonme of the task force
di scussions, but, obviously, the Cty has a
different legal interpretation fromour pension
counsel, M. Linn. The Jacksonville Police and
Fire Pension Fund, | think, along with one other
iIs specifically deened to conply with the
provi sions of Chapter 175 and 185.

Qobvi ously, both as a result of that, perhaps,
and t hrough previous agreenents, there have been a
variety of uses of the chapter funds. CQur
position is certainly that this suggested use is
consistent with 175 and 185 in light of the deened
to conply |l anguage and M. Linn's previous
rulings --

THE MODERATOR: So you think that the 175 --
the City's position is that 175/185 noney, if an
agreenent were to be reached, if it were to be

reached, that using a portion of that noney, in

this case, | think, half of that nobney, towards
reduci ng the unfunded liability still would be a
gqual i fied usage under the -- because of the

opi ni ons you' ve had?
MR, HAND:. Correct.
THE MODERATOR: And you don't agree with
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that, | take it?

MR. HAND: We're speaking to the half of
benefits that aren't already going to base
benefits, but --

THE MODERATOR:  Yeabh.

MR. HAND: -- correct, that are going to
enhanced benefits.

MR. KEANE: No, | don't agree with it.
Here's why. Throughout the GCty's presentation,
and the task force, they keep tal king about
current enpl oyees pay seven percent. Seven
percent is taken out of the enployees' salary.
That's a correct statenent. But an additional
four percent is paid over to the pension fund out
of the 175/185 noney.

Seven and four is eleven. It's not seven.
And no anount of mathematical trickery can say,
"We' ve taken the noney fromyou, but we're going
to pretend we didn't, and you're only giving us
seven percent."” Now, those nonies --

THE MODERATOR: Currently, if | --

MR. KEANE: -- those funds --

THE MODERATOR: -- renenber right --

MR. KEANE: Those funds were commtted for

sone of the benefits.
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THE MODERATOR: The four percent?

MR. KEANE: Yes, sir, sone of the benefits.

THE MODERATOR: And that's already being
pai d.

MR. KEANE: And we're paying it. But, now,
when you have a new enpl oyee cone in here who's
not going to get that benefit, you can't take his
portion of the 175/185 noney and say -- the
statutory words are "extra benefits.” And they go
on with the nost recent change and descri be what
extra benefits are.

And there's a -- we have sone issue with sone
of the noney that's currently being paid, but we
want to use that to help solve this whol e problem
in total, you know.

THE MODERATOR: (Ckay. And so | don't get on
the wong track here, you're not suggesting that
you're not going to pay the four percent that's
currently being paid --

MR. KEANE: No, no.

THE MODERATOR: -- even for those current
enpl oyees -- | nean, for the new hires, even for
the new hires?

MR. KEANE: Well, it depends on what we w nd

up in agreenent --
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THE MODERATOR: | got it.

MR. KEANE: There's no new hires right now
that have a different benefit |evel. Everybody
has the sane |evel, and we're paying that.

THE MODERATOR: And if | renmenber right, you
previously had -- you-all had worked out an
agreenent that -- not saying they're bound by it,
but the terns of which were that, if it went to
ten percent, it would only go to ten percent after
t he anmount that had been taken from police and
fire had been reinstated to thenf

MR. HAND: It was subsequent to that, not
consistent with that, | guess, is the way |'d say
it. This proposal increase fromseven percent --
t he di scussi on about what M. Keane just raised
aside, fromthe amount com ng out of their
paycheck from seven percent to ei ght percent
I mmedi ately. And then as soon as the pay cut is
restored, sinultaneous with that, it would go to
ten percent. Wat was agreed to in the nediated
settl enent agreenent was an increase from seven
percent to nine percent tied to pay increases
follow ng that restoration.

THE MODERATOR: That's what | renenber.

MR. HAND: Several steps --
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THE MODERATOR: So the difference here is --
MR. HAND: Right.
THE MODERATOR: -- that there would be a one

percent i mmedi ate inpact, as opposed to what

previously had agreed to -- John, which was -- if
| remenber right, it was seven. It would stay at
seven. |t would go to nine, but it would only go

to nine when the two percent was reinstated.

MR. KEANE: Right.

MR, HAND: Correct.

THE MODERATOR:  All right. Are there any
ot her questions you have about --

MR. HAND: Not when it was reinstated -- tied
the pay increases after it was reinstated --

THE MODERATOR: I'msorry if | said that
wrong. After.

MR. HAND: Just --

THE MODERATOR  Yeah, right.

MR. HAND: So there is a distinction.

THE MODERATOR: | got it. | got it.

MR. KEANE: W got it right that tinme, didn't
we?

THE MODERATOR:  All right. | got it. Al
right. Do you have any nore questions of them

about their proposal this norning?
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MR KEANE: No, sir.

THE MODERATOR: Do you have anything el se
that you are prepared to -- | really would |ike
the first focus this afternoon to be on the
issue -- | would like to renbve -- we've got
retirees out. |1'd like to get new hires out. And
then I'd like us to focus this afternoon on areas
of governance that we can't agree on.

And it seens |ike we could agree on sonething
as it relates to this fiscal advisory committee,
or whatever terns you-all arrive at. And it seens
that we could get an agreenent off the table today
on current enployees, if we could deal with this
one or two or three -- that area where you -- soO
|'"d like you to focus first of all this afternoon
on that.

|"d like you guys to be prepared to respond
to that. | want us to renpve as nuch as possi bl e,
as many things off the table as we can, so we're
down to just those things which | think are going
to be the heavier lift. And | --

MR KEANE: And it's noving --

THE MODERATOR: And we're not here -- given
the fact that --

MR KEANE: And it's noving forward, and we
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tentatively agreed on them --

THE MODERATOR:  Yeah.

MR KEANE: -- step by step by step. It's
all predicated on the final agreenent. | want to
make sure of that --

THE MODERATOR: Absolutely. So there's --

MR KEANE: -- clearly on the record here --

THE MODERATOR: There's no ganes being
pl ayed. There is no partial agreenent here. But
the only productive way to nove these kinds of
negoti ati ons --

MR. KEANE: W agr ee.

THE MODERATOR: -- is to get things off the
table that need to get off the table. And then

you have less clutter. |If we renove those
things -- | understand everything is a T.A A
T.A. neans that there's no -- nothing at the end

unl ess there's an agreenent at the end, but we
don't go back and revisit things we've taken off
the tabl e once they've been taken off the table,
so we nove forward; okay?

So let's try this afternoon to be -- John,
"Il expect -- it's back -- it's kind of in your
bal | park to start the afternoon, but | want you to

address right away the fiscal advisory conm ssion
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efforts and what they say and how you think we
m ght be able to work those together. And | want
to address the issue of current enployees. | want
the data in today with current enpl oyees off the
table -- excuse nme, with new hires off the table
so that current enpl oyees renmains the focus of our
I ssue over the next days.

| have only allocated the tines |I've given
you today. That neans we can't spend a | ot of
time posturing wth one another or speaking to a
| arger audi ence. W've just got to get down and
get these things off the table, get an agreenent.
Everybody tells ne today they want an agreenent.
The way to get an agreenent is agree; all right?

MR. HAND: Let ne ask just a question --

THE MODERATOR:  Sure.

MR. HAND: -- before we cone back at 3:15.
M. Keane, are you going to sort of specifically
address the conputation issue you raised for new
enpl oyees --

THE MODERATOR: The one that | got wong?

MR HAND: | certainly renenber that
di scussion. It was a bit of an el eventh-hour
difference in interpretation over how that should

be conputed. If you wouldn't mnd [ eading with
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that to sort of show us your views on that
conputation issue, and |I'll be prepared to address
it, as well.

MR, KEANE: Sure.

THE MODERATOR: Ckay. Wth that, | think
we'll break for this norning. |'mnot going to
waste any tine. Please, guys, be back in your

chairs at 3:15. Let's make our tine work, 3:15

back here. | amon ny cell phone for either side
if -- anything you want to talk to ne about.

John, | amgoing to talk to you -- |I'Il tell
you, the other side, I'"'mgoing to talk to John on

a few issues because it's his turn up next.

Any questions that haven't been asked that
come up as you review this stuff, feel free to
| eave with questions this afternoon. You guys
wi Il be responsi bl e.

M. Mayor, thank you for being here this
nor ni ng.

Gentl enen, let's break, and we'll reconvene
in this roomat 3:15.

(Recess from1l:41 a.m to 3:15 p.m)

THE MODERATOR It is 3:15. As adverti sed
and as announced this norning, we are back on the

I ssues.
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Gent | enren, when we left this norning, | had
requested that we tal k about an issue that was the
only issue that appeared to be dividing the
parties on the -- on new hires. And if you
recall, essentially what happened was we had an
agreenment on new hires and -- and in |arge part --
and I -- and I think in total, but the task force
essentially | ooked at what we'd done with new
hires and said they weren't going to address it

any differently.

This norning | asked John to -- did we have
agreenent on that. And he said, well, except for
one thing. And that one thing was -- and |I'm
going to call it early retirenent calculation, for

| ack of a better term And let ne kind of tell

you -- frame for you what | want to do this
afternoon first. And then we'll nove to other
t hi ngs.

Since that's the only issue that's renmaining
anong new hires, as | understood it this norning
and as | still understand that to be the case,
what |'d like to do is have John address his
concerns over how we did it and then | think you
have a handout on how we did it that you were just

now showing to ne, or | just have here, and |
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doodl ed on the back kind of John's answer.

And 1'd like to ook at this and see if we
can reach at |east a consensus on where our
difference is and, hopefully, can work these
differences out. This is one issue that kind of
conmes into play this way. And see if | frane the
question right.

Under the -- under the provisions that we
tal ked about and agreed upon and as the task force
| ooked at it, for new hires, the normal retirenent
date will now be 30 years. |Is everybody in
agreenent with that?

MR KEANE: Correct.

MR. HAND: (Nods head).

MAYOR BROMN: (Nods head).

THE MODERATOR: Ckay. W did, however, all ow
for an early retirenent option for new hires. And
the early retirenent option would allow themto
| eave at -- if they had conpleted 25 years. There

woul d be a, for lack of a better word, penalty

or -- a penalty for leaving early for those
periods of years, Nos. 25 till 30.
The accrual rate for the new hires wll be

2.5 percent. Therefore, if you had 30 years in at

2.5 percent, if you -- if you took the 30-year --
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and, please -- I'mgoing to throw this out but

don't gotoit. W also -- |I'mnot wthout

know edge that we have a BACKDROP provi sion that

only kicks in after 30, but let's set that aside.
|f a person worked till their 30th year and

on that day they choose to | eave, they would

receive -- 75 percent would be their maxi mum

pensi on benefit. Everybody's in agreenent on

t hat ?

MR. KEANE: Yes, sir.

MR, HAND: Yes.

THE MODERATOR. Ckay. \Where we are not in
agreenent is the penalty for leaving early. First
of all, as | saw the agreenent, reviewed the
agreenent, the penalty provision for |eaving early
IS three percent per year; is that correct?

MR. KEANE: Uh- huh.

MR. HAND: (Nods head).

THE MODERATOR: (Okay. So if a person works
25 years under -- well, we actually have a -- and
we had a m ni num wage provision -- mninmm
retirement provision, which | think was 52 and a
half or 53 and a half percent, but set that aside
for a mnute. Wlat | did, | think, is I

multiplied fromthe bottomup, | think, is the way
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you suggested it.

And what you're saying is it ought to be 30
years, and whatever your shortfall is ought to be
calculated -- and I'mjust going to say that if --
and I know this woul d probably never occur, but
for sinple math, under your provision, if a person
wor ked 29 years and got a great job opportunity
that -- decided that -- or for whatever reason,
they did not wwsh to make that thirtieth year,
under your proposal, they would be at 72 percent;
Is that correct?

MR KEANE: If you do the math that way, you
woul d be, by just reducing each year off -- yes,
that's correct.

THE MODERATOR: Al right.

MR KEANE: 75 --

THE MODERATOR  Less three.

MR. KEANE: Yeah.

THE MODERATOR: So they would be --

MR. KEANE: But that's what the whole
argunent i s.

THE MODERATOR:  Ckay.

MR. KEANE: If you earn two and a half, how
can you penalize themfor three? That's what it's

al |l about.
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THE MODERATOR: Oh, | understand that.
will tell you that | thought the agreenent
penal i zed themat three percent; is that not
correct?

MR. KEANE: That's what you did, vyes.

THE MODERATOR: Ckay. So --

MR. KEANE: That was not our --

THE MODERATOR: So what you're saying is it
ought to be -- | got -- | got that. And I
understand that nothing's -- now | understand
another little difference here.

Tell nme the nunber, John. Do you propose
that it be at two and a half percent?

MR KEANE: In the previous agreenents where
t he maxi num pensi on benefit was 80 percent at 32
years --

THE MODERATOR  Ri ght.

MR KEANE: -- if you left early, it was
reduced two percent for each year, going down to a
maxi mum of 56 percent at 25 years. And so we were
thinking of the two percent reduction --

THE MODERATOR:  Ckay.

MR. KEANE: -- but at the nost, if you | eave
a year early, it can be two and a half. How can

it be three?
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THE MODERATOR  Ckay.

MR. KEANE: You didn't earn three. How can
you | ose three?

THE MODERATOR  Ckay. So your proposal woul d
be the two percent or the two and a half percent?

MR. KEANE: Well, let's start with two. And
if we don't get that, we'll go to two and a hal f
in the interest of expediency.

THE MODERATOR: Wl |, how about in the
interest of -- we're at three, and you proposed
two. | want to look at two and a half for a
m nute. Under your provision let nme see if | have
it right.

MR, KEANE: kay.

THE MODERATOR: At two and a half, would it
be -- under yours -- and, renenber, if math had
been ny strong point, |1'd have been in another
col l ege. Under your provision, it would be 72.5
for the guy at 29, is that correct, if we did two
and a half percent under the way you woul d have it
cal cul at ed?

MR KEANE: Right.

THE MODERATOR: All right.

MR. KEANE: Two and a half from75 is --

THE MODERATOR: Right. So if they left two
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years early, they'd have 70 percent -- all right.
That's your proposal. Now, let nme flip back to
the way you guys calculated it for a mnute. And
the way | -- and I -- like, | promse you | do
remenber this was sonething that kind of got

wr apped at the end, and |'mnot sure that | ever

wote this out as well as it's witten out now.

Your provision -- just for a nonment on the
early retirenent, what you have right now -- and,
Joey, |I'mkind of addressing you just because |

know you know t he nunbers here.

MR GREIVE: Sure.

THE MODERATOR: Using it the way we
calculated it before, we had a floor of 53 and a
hal f percent; is that correct?

MR GREI VE: Yes.

THE MODERATOR: And the floor was that
basically we just -- we arbitrarily created a
fl oor because the nunber, doing the strict math at
three percent, would have put it bel ow 50 percent
after 25 years. And | think we generally didn't
agree wwth that. So that's how we ended up with
it.

As you have it, as it is done now at 29

years, if a person conpleted 29 years, it would be
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69 and a half percent, would be what they would
receive.

MR GREIVE: Correct.

THE MODERATOR:  And under -- you have it, i
woul d be 72.5 percent. So that's the difference
right nowin the -- in the consequence of the
respective cal cul ati on anounts; correct? Am |
wr ong?

MR GREIVE: 29 years --

MR. HAND: For the benefit of the public,
would it be hel pful to put that up on the
Power Poi nt ?

THE MODERATOR:  Yeah. Do you want to put
t hat up?

MAYOR BROMN: | think we should put it up.

t

THE MODERATOR: Put it up. Yeah. Yeah. Put

it up, please. \Whoever's -- right there in fron
of us.

kay. And why don't you -- why don't --
Joey, just because | keep kind of talking to you
guys and I -- and, really, that is ny job, but -

MR. HAND: Before you start, let ne say one
thing. There's an inportant policy goal here.
And the reason this was crafted the way it was,

originally did not have an early retirenent

t

we

Riley Reporting & Associates, Inc.


http://www.rileyreporting.com

© 0o N oo o b~ w N P

N DN D N DN P PP PP, R R R R
o b~ W N B O © 0o N oo 01~ W N+, O

Page 102

provi si on because -- as to the sheriff and the
fire chief's concerns about a stable workforce,

| ongevity in the workforce, we agreed to one under
the idea that we woul d have a systemthat did not
overly incentivize early retirenent, which is kind
of how we | anded in the conprom se we | anded there
t hat everyone si gned.

THE MODERATOR: | understand that.

MR GREIVE: Well, just sinply, our read of
t he neani ng of the settlenent agreenent and our
thinking on this, just to use the exanple of a
25-year enployee who's |leaving at the earliest
possi bl e opportunity within the early retirenent
w ndow between 25 and 30, you take the 25 years
wor ked, times 2.5 percent accrual rate. You get
62. 5.

The penalty is five years tines three
percent, which is on Page 5 of the settl enent
agreenment. So you reduce the 62.5 by 15 and get
47. 5.

As M. Smth stated, 53.5 percent was agreed
to as a floor. That inpacts Years 25 and 26 of
service. For Years 27, 28, and 29, you get above
the 53.5 percent floor. The sane phil osophy,

t hough, you take the years worked tines the
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accrual rate of 2.5 percent. You subtract out the
penalty, which is three percent, tines the nunber
of years worked. And you cone out with the
percentage to use in the fornmula for cal culating
benefits. So that's the way we understood this.

THE MODERATOR: Let ne kind of -- and |'I1
throw this to both sides for purposes of our
conversation because | kind of -- nowall this is
alittle back in ny mnd. The reality -- and |
couldn't renmenber until | was just rem nded as we
started this neeting.

When the task force did their -- when the
task force did their calcul ations, they used 22
years as -- they arrived at that -- and | don't
know t he source, but | don't think any of us
severely disagree that 22 years is about the
average age that people initiate their career as
pol i cenmen and firenen.

"Il kind of |ook to you because you --

MR. CHATMON:. Yes, sir.

THE MODERATOR: That's a bal |l park nunber the
task force uses?

MR. CHATMON:. Yes, sir.

THE MODERATOR:  All right. So the reality is

that, for the guy that -- for the guy or wonman
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that conmes in at 22 years, if they worked 30,
they're 52 years old. If they worked 25, they

| eave at 47 years. |f they |leave at 52 years, if
they | eave before 30, they boot thensel ves out of
t he BACKDROP opportunity -- which they could still
conplete by the tine they were 57 years ol d;
correct?

MR. GREI VE: Yeah.

THE MODERATOR: (Okay. | guess where |I'm
coming fromhere is |'"'mlooking at -- | don't
remenber. You-all help ne. Wiy did we cone up
wWith the three percent as the penalty rate for the
year, when we used 2.5 as the calculation rate? |
don't renenber it. It doesn't matter whether |
remenber it or not. Just tell nme the rationale.

Because when | | ooked at this earlier
today -- and | did see the two percent was the old
nunber. But what had made sense to ne was that
the 2.5 percent was the accrual rate. Wy did
we -- why did we raise the accrual rate for the --
|"mgoing to use the discount rate. | know that's
inarticulate, but why is the penalty rate higher?

MR. HAND: | think you m ght be sort of using
appl es and oranges --

THE MODERATOR  Ckay.
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MR HAND: -- a bit. | think the goal was to
arrive at a rate that woul d agai n have the
I ncentive structure correct as we nove forward to
encour age people to work the full 30 years, to
give themthe opportunity to | eave between 25 and
30 years, but that nunmber was set and agreed to by
both sides in the agreenent. And, of course, that
floor itself represented a conprom se to nake sure
that, even as people are leaving early, they were
not overly incentivized to do so.

THE MODERATOR: Well, and | guess what -- |
nean, | agree with everything you' re saying. Wat

|"mtrying to say is that, as | recall the

situation -- and, of course, | want to warn both
parties against -- nmuch as | want us to stay with
things we've agreed to -- is if we stay just with

what we agreed to, there's lots of things we've

got on the table that we'll never get to. And
we're not -- we can't do that.
What | am suggesting is -- is that | think

about this, and | commend the Cty to think about

this a mnute. It seens to ne that there is a
trenmendous -- the incentive against |eaving
early -- and | don't know the nunbers, but |'ve

got to believe that people who have put in their
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25 are going to stay to 30 because there's so nuch
benefit to staying to 30.

A, there's no -- there's no penalty to stay
till 30. And, nunber two, by staying to 30, then
you are eligible for the additional benefit that
you can get fromyour potential participation in
BACKDROP. So if the idea was that we don't want
people leaving at 25, 30 is going to be the normal
year. 30 makes -- it is -- | nean, | can't
envision -- of course, we won't know this for
anot her 25 or 26, 27 years now, but | cannot
I magi ne that you' re going to see peopl e | eaving
after 25 or 26 or even 27 years because what you
give up is you give up the difference between no
penalty for the rest of your life -- and you're a
young retiree -- and the benefit of being eligible
for a BACKDROP, which can be a substantial benefit
in and of itself.

So I'"'mjust trying to see if there's a mddle
ground here. If we went to 2.5 percent as the
di scount rate or penalty rate, which is the
accrual rate, John, would 2.5 percent do it for
you?

MR. KEANE: 2.5 would work.

THE MODERATOR  So - -
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MR. HAND: What m ght be hel pful, Senator,
just procedurally speaking here, because, again --

THE MODERATOR: | know this is awkward
because | have to say things in public that | --
because | have to get it out --

MR. HAND: No, of course. Yeah, | think this
is helpful. W can have this back and forth.

What woul d be useful is, again, given that
this initself represents a conpromse in |ast
year's agreenent and this is where the parties
| anded, they signed to, they executed, to the
extent -- and maybe -- | know Joey's got copies of
what he put up there. To the extent M. Keane
wants to put a new proposal -- if that is the 2.5,
If he wants to do that, we can take a break for a
couple of mnutes. Present us with the math. W
can take a look at that and evaluate it. | think
that would be --

THE MODERATOR: Al right.

MR. HAND: -- procedurally --

THE MODERATOR: Let ne just nmake sure | --
|"'mfine with that. And what |'d like to do is
maybe we can -- we can even put that off. | just
want to see this.

If it would | ead to an agreenent, John, what
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| understand, you're saying you believe it should
be two percent like it was before. Wat |I'm
saying to you is would your current proposal, for
purposes of this, be starting at 75 percent,
novi ng back two and a half per year --

MR. KEANE: Exactly.

THE MODERATOR: -- to age 25?

MR. KEANE: That's our current proposal. And
we' re happy to present to you right on the
board -- it's the first line -- at 25 years, 62
and a half percent; 26, 65; 27, 67.50; 28, 70; 29,
72 and a half; 30 --

THE MODERATOR:  Ful |.

MR, KEANE: -- 75.

THE MODERATOR  Ckay.

MR. KEANE: Right there on the board.

THE MODERATOR: Al right. So --

MR. KEANE: Thank you --

THE MODERATOR: -- is that your proposal back
to the -- is that your proposal back to the other
si de?

MR. KEANE: Yes, sir.

THE MODERATOR:  You guys, | just -- we're
going to |l eave this subject at that point right

now. But the proposal back to you fromthe Board
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Is that the two and a half percent multiply rate
be used as the rate, and that it be -- that it be
oper at ed agai nst the begi nning point of 75
percent. |I'mnot telling you whether | favor or
di sfavor. |I'mjust making sure -- trying to get
us noving, that that's the proposal back to you
guys.

John, if that were to be done as you have
suggested it, is that then -- the Board would then
accept the early retirenent provisions as
ot herwi se agreed to and as reconmmended by the --
by the task force?

MR. KEANE: And this would then put the new
enpl oyee i ssue conpletely off the table.

THE MODERATOR: Okay. All right.

Now, just --

MR BELTON:. M. Smth?

THE MODERATOR:  Yes, sir.

MR. BELTON: Point of clarification?

THE MODERATOR:  Yeah.

MR BELTON. Are we tal king now -- John, are
we talking nowthat two and a half is the accrual
rate and you're not using a penalty rate?

MR. KEANE: If you |leave early, it's --

THE MODERATOR: Two and a hal f.

Riley Reporting & Associates, Inc.


http://www.rileyreporting.com

© 0o N oo o b~ w N P

N DN D N DN P PP PP, R R R R
o b~ W N B O © 0o N oo 01~ W N+, O

Page 110

MR. KEANE: -- reduced, that's right.

THE MODERATOR: The accrual rate -- the
accrual rate and the | eave rate, under his
proposal -- that doesn't nean -- |'m not
suggesting that anybody has accepted this. [|'m
just trying to get out there what their proposal
fromthe Board is, that if the two and a half
percent rate were used against the 75 percent,
that that would take the early retirenment issue

off the table. And all of the other early

retirenment provisions as agreed upon -- and |I'm
not going to recite them-- and as recommended by
the task force would be put to bed. | don't

really look for you to nake a deci sion on that
ri ght now - -

MR HAND: My | seek a clarification?

THE MODERATOR: Yeah. Yeah. Yeah.

MR. HAND: And, John, you'd still be using,
In other words -- because if you use that
cal cul ation, your farthest out period, 25 years,
woul d be 50 percent. Are you still relying on the
53.54 on your proposal? Help me -- wal k through
that sort of final line item if you would, in
your proposal.

MR. KEANE: At 25 years, an individual wanted
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to | eave, he would retire at 62 and a half
percent --

THE MODERATOR  Ri ght.

MR. KEANE: -- of the average of his |ast
five years.

MR. HAND: Uh- huh.

MR KEANE: And if he stayed one nore year,
he'd get 65 percent, and so on, and so on, and so
on. And the --

MAYCR BROMN: Hol d on one second.

THE MODERATOR:  The m ni num woul d cone into
pl ay.

MAYOR BROMN: So let's go back to -- let's go
back to 25 years.

MR. KEANE: Uh- huh.

MAYOR BROAN: Do that one nore tine.

MR. KEANE: 62 and a hal f.

MAYOR BROMN: Ckay. And so no penalty at
al | ?

MR. KEANE: He's going to get |ess noney the
rest of his life.

MAYOR BROMWN: Ckay. |'mjust --

MR. KEANE: Yeah.

MAYOR BROMN: | want to -- | want to be

cl ear.
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MR KEANE: Yeah.

MAYOR BROMN: | nean, that's just -- you just
can't --

MR. KEANE: Yeah.

MAYOR BROMN: You're going -- you' re going
down. | want to be clear what you're saying.

MR. KEANE: | want to be clear.

THE MODERATOR: What you're saying is the
penalty is --

MAYOR BROMN: No penalty.

MR KEANE: Yeah.

THE MODERATOR: You're saying the penalty is
just the loss of the 30 mnus the tine served?

MR. KEANE: There you go.

THE MODERATOR: That's the prosecutor in ne,
time served. It would be the -- you sinply want
to take it as a pure BACKDROP at that rate of two
and a half, two and a half, two and a half, two
and a half, two and a half, to five --

MR. HAND: Just for total clarity, there's no
penalty at all.

MR KEANE: Right. It's back to the accrued
rate.

MAYOR BROMN: | nean, | just wanted to --

MR. KEANE: Easiest way to say that.
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MAYOR BROMWN: John, | just --

THE MODERATOR: | got it.

MAYOR BROMN:  -- wanted to make sure that was
cl ear.

MR. KEANE: No problem

MAYOR BROMN:  Ckay.

THE MODERATOR: (Ckay. |I'mgoing to | eave
that out there. | want everybody to put on their
t hi nking caps on this. It seens to ne, folks, if
you wll look at the differences here, there's got

to be a way to work your way through this, and
that wll take early retirenent off the equation.
So retirees and early retirees will no I onger be
part of our discussions if we can -- if we can
handl e this one issue.

It ought not to be an insurnountable issue
because, as | say, the differences -- not only are
the differences not that great; | want us to put
on our practical experience here. Mst people, at
Age 47 years old, with 25 years in, unless they've
got a pretty good option, they're not going to,
for the rest of their life -- which, if we take
77 -- which is really now -- but 77 -- another 30
years, they're not going to take another 30 years

of that kind of a reduction to their benefit,
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unl ess they've got an awfully good repl acenent.

The reality is that -- ny thinking is you're
goi ng to have nore people who work -- as the
popul ati on denographi ¢ changes, you're going to
have nore people staying, not only 30, but staying
30 -- because they also have then the option of
participating in the BACKDROP. O course, none of
us know that for another 25 years because this is
all new enpl oyees, but | throw those out for both
si des --

MAYOR BROMWN: 1'd like to go on to the next
I Ssue.

THE MODERATOR: Got it.

MR KEANE: | think you m sspoke. |If they
accept this, it doesn't just take the early
retirenment off; it takes the entire new enpl oyee
option --

THE MODERATOR:  Yes.

MR. KEANE: -- the whol e new enpl oyee
option --

THE MODERATOR: |Is off the table.

MR. KEANE: -- solved.

THE MODERATOR | got it.

Al right. Now, John, you have sone

proposals. W tal ked about this norning -- you
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have -- the City has nade a set of proposals. |

t hi nk you have sone proposals that you want to
advance back to them addressi ng sone of the sane
or simlar subjects that they raised this norning.

MR. KEANE: CGovernance reform

One for you.

My friend, the court reporter.

THE COURT REPORTER  Thank you.

MR. KEANE: The Board's proposal for
governance reform the creation of a Financial and
| nvest ment Advi sory Committee, we reconmend that
t he muni ci pal code be anended to authorize the
Police and Fire Board to appoint a Financial and
| nvest nent Advi sory Commttee consisting of five
persons who will be charged with advising the
Board on financial matters, investnent strategy,
and policy. The commttee nenbers will serve in a
vol unteer capacity and will be financially
sophi sticated professionals who bring expertise to
the investnent practices. The criteria for
service wll include know edge of and experience
and famliarity with portfolio and pension fund
managenent, institutional investnent, and
fiduciary responsibilities. Menbers of the

advi sory conm ttee nust be residents of Duval,
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Nassau, St. Johns, Baker, or Cay County. Menbers
will be nom nated for service by the Board and
confirmed by a majority vote of the Gty Council.
They will have a termof three years with the
possibility of two additional consecutive
three-year ternms. The initial ternms wll be
staggered, as recomended by the task force, with
two persons to serve an additional tw years, and
three persons an additional three years. The
financial advisory conmttee shall annually el ect
a chairman and secretary fromits nenbers. The
Pensi on Board will provide adm nistrative support
to the commttee.

That's our proposal.

THE MODERATOR: (kay. For just purposes of
my own reference, |I'mlooking at Page 4 of the
executive summary. And | have not, of course, had
an opportunity to do a side-by-side, but --

MR HAND:. M. Smith, | can probably help
wi th that.

THE MODERATOR:  Yeabh.

MR. HAND: Pages 22 and 23 of the full
report --

THE MODERATOR: Sane t hing?

MR. HAND: -- the nunber one governance
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recommendati on of the task force was this
particular commttee. The difference appears to
be -- and I'll |let anyone conduct their own
side-by-side. That was a three-pronged
recomendation. This appears to be nbst -- not
all, nost of the first paragraph of that

t hree-pronged recomendation as it relates to the
Fi nanci al and | nvestnent Advisory Conmttee.

THE MODERATOR: (kay. So Paragraph 1 of
Fi nanci al and | nvestnent Advisory Conmttee
refornms, which is about a quarter of a page on
Page 22, John, as far as you know, are there any
di fferences between -- and | know everybody w ||
have to do this, but do your governance reforns
adopt the governance reforns reflected in
Paragraph 1 of the task force report?

MR. KEANE: Chief Hand, you said that was on
Page 23?

THE MODERATOR: 22.

MR. HAND: 22 and 23, John.

THE MODERATOR:  Yeah, 22's where the
paragraph | think you were referencing is. It's
about - -

MR. KEANE: Well, in the second paragraph on

Page 22 of the recommendation, they tal k about
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these fol ks would be fiduciaries and required to
undergo periodic fiduciary training and shall
submt Form1's. And it has a ot of things in
there that we didn't think a | ot of people would
like to do, com ng down to help you for free, so
we | eft some of that out.

MR. HAND: | think --

THE MODERATOR: My question was, though, just
to be sure -- hold that thought for a second -- is
paragraph -- of the governance reform 1is your
proposal the sane as reflected in the task force
first paragraph?

MR. KEANE: It's the essence of the first
par agraph, right.

THE MODERATOR: Do you agree with that,
Chris?

MR HAND: No. | nmean, | think -- | think
there are many simlarities. | think there are
sone differences. For exanple, in the task force
recomendati on under Paragraph 1, it says that
these folks will be charged wth advisory
oversight to the JPFPF Board on financial matters,
actuarial practices, and assunptions, investnent
strategy and policy, and the selection of outside

financial services providers, including investnent
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manager s and advi sers.

So | don't want to mi scharacterize this. The
scope of this proposal is nore limted in terns of
the role of this advisory commttee than the scope
that is recomended by the task force, which is,
of course, what we noved as a proposal this
nor ni ng.

THE MODERATOR Cot it.

MR, KEANE: Ckay.

THE MODERATOR  (Ckay. How about the
criteria; are they the sane, the criteria for
service?

MR. HAND: | believe those are al so

Yes, those are the sane.

THE MODERATOR: (kay. Then let ne back up.
I"'mtrying to hold one finger on one place and
| ook at the other.

John, the financial advisory shall be
financially sophisticated professionals who bring
expertise to the fund's actuarial needs, fiscal

operations, investnent practices, is your

proposal ?
The | anguage -- excuse ne -- is the |anguage
that's in the task force. |'msorry.

Yours says, on financial matters, investnent
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strategy, and policy. |[|'massum ng that you read
that, Chris, as that theirs is -- if | can use the
term-- nore narrow than --

MR. HAND: Right.

THE MODERATOR: -- the task force?

MR. HAND: Correct.

THE MODERATOR: I n what -- what is not
enconpassed in theirs that is enconpassed in the
task force, in your view?

MR. HAND: Again, the task force has a
br oader scope of oversight, also, what appears to
be a broader scope of review and expertise in
the -- in that -- again, matching up the first
paragraph to the first paragraph, the task force
requi renents or oversight in both of those
categori es appears to be broad.

THE MODERATOR: Ckay. The second paragraph
IS -- which are -- John, as | understand it, the
second paragraph, you did not incorporate that in
yours because you believe that these are
volunteers, and this many restrictions wuld
provide a disincentive to people who woul d
ot herwi se vol unteer for service?

MR. KEANE: Correct. And, also, our proposal

tracks the | anguage in 215, which created the
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I nvest nent oversight commttee for the Florida
Retirenment System

THE MODERATOR: Florida Statute 2157

MR. KEANE: Right. W're |ooking for
financial advisers, not actuaries. That's why |
|l eft the actuarial part out. Actuarial
requirements are dictated in the Florida Statutes,
so we don't need anybody to cone and say "The
actuary needs to be enrolled.”

We al ready know that. W captured the
essence, what we believe, of their
recommendations, as well as the requirenents of
the Florida Statute in our proposal here.

MR HAND: And | nmay be m srenenbering from
the task force, so | want to go back and review
that video. M nenory was, M. Keane, this
| anguage in Point No. 1 was |anguage that you and
Chai rman Scheu had worked on together and agreed
to.

Again, these are just recommendations the
task force was making -- but that you worked
col | aboratively on the | anguage fram ng up the
Fi nanci al and | nvestnent Advisory Conmttee.
Again, | may be m srenenbering, but that is ny

menory. |s that nenory incorrect?
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MR, KEANE: His nenory is well-served, but |
did neet wwth the chairman, and | recomended the
creation of the Financial and |Investnent Advisory
Comm ttee, patterned after the one in Tallahassee.
You'll recall at one tine they wanted these people
to cone in and review all the RFPs. And | told
them "The last tine we did one, we received 134
responses. Now, if you five were serving on this
financial advisory commttee and you had to cone
down there and | ook at those 134 things, we
estimate that woul d take six weeks, eight hours a
day, five days a week to do it. You just sinply
are not going to get people to take that nuch tine
away fromtheir business." And so we said, "W
want the people to | ook and see that we're going
in the right direction.”

And that's our proposal.

MR HAND: So the |anguage that's in here
Is -- because, again, ny understandi ng and nenory
was that this | anguage was the product of a
col | aborative effort between you and Chair man
Scheu before it was put before the task force.
And nmy nenory is that they voted on it sort of
based on that background. Again, | entirely could

be wong. And I'lIl go back and review, but that's
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ny --

MR. KEANE: | did speak with himmany tines
about it. And | recommended changes to it. The
task force did what they did. And we have now
presented an alternate proposal to that.

MR. HAND: Just want to nake sure |'mcl ear
in nmy nmenory.

MR KEANE: No. That's fine. No problem

THE MODERATOR: So tell nme why -- they have,
financial matters, investnent strategy, and policy
and -- | nmean, you have, John, and they have, who
bring expertise to the funds, actuarial needs,
fiscal operations, and investnent practices. Wat
Is the -- as | read both of them-- what is the
big difference you see between those two things?
What is -- what's the actual difference? That's
what |'mgetting at here, guys. Wat --

MR. KEANE: W don't see any essenti al

differences, just a little bit cleaner.

THE MODERATOR: kay. | want you to focus on
actuarial needs for a mnute. | nean, this
doesn't -- this certainly does not suggest or tell

peopl e they have to be an actuary to be on this
thing. And I don't think anybody thinks we're

going to get five volunteers that are actuaries.
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| mean, is there sonething about the
actuarial needs -- fiscal operations and
I nvest nent practices, does that phrase -- tell ne
what gives you indigestion about that phrase.

MR. KEANE: Actuarial practices and
assunptions would require a detailed review of
t housands of pages of financial and statistical
information. There is one actuary for the pension
f und.

THE MODERATOR  Absol utely.

MR. KEANE: And he has to nmake his reports in
conformty to the rules and regul ations of the
Soci ety of Actuaries and the regul ations of the
State of Florida.

THE MODERATOR: No question. Al right. |1
don't think anybody here questions any of that.

MR. KEANE: That's why we took it out of
her e.

THE MODERATOR:  Ckay.

MR. HAND: And, again, not to speak for the
task force, but having sone understanding, | think
they put that in -- just one of the key
educati onal conponents of that effort was just
ki nd of a better understandi ng of the key role

that actuaries and actuarial science plays in
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t hese pension cal cul ati ons.

| can speak for several of us up here, that
we feel |ike we've earned sort of mni Ph.D.s in
actuarial science over the last couple of years.
| think the idea being that, again, there are a
variety of people fromdifferent walks of Iife who
have sonme background and understandi ng who can
kind of help shape the funds or provide advice to
the fund on shaping its actuarial needs.

So | don't think -- the intent, as | recall,
Is not to require any actuarial expertise; it was
to provide advice to help the fund shape and
direct its actuarial needs. | think that was the
I ntent there.

MR, KEANE: Ckay.

THE MODERATOR: And | don't think anybody's
suggesting that this commttee is going to be the
one that sets the assunptions. The assunptions
are going to be set by an actuary according to
| aw.

MAYOR BROMN: Ri ght.

MR. HAND: Right.

THE MODERATOR: Everybody's in agreenent. |
nmean, that's not what woul d be done by a financi al

advi sory conmttee. The assunptions are going to

Riley Reporting & Associates, Inc.


http://www.rileyreporting.com

© 0o N oo o b~ w N P

N DN D N DN P PP PP, R R R R
o b~ W N B O © 0o N oo 01~ W N+, O

Page 126

be what the assunptions are and the |aw wi ||
require and the actuarial practices --

MR. KEANE: Except it says, actuari al
assunpti ons.

THE MODERATOR: | said -- again, | don't want
to read what's -- who bring expertise to the
fund's actuarial needs, fiscal operations, and
I nvest nent practices.

MR. KEANE: Actuarial practices and
assunptions, it's right in there.

THE MODERATOR: Ckay. Tell me --

MR. HAND: Where? |'msorry.

MR. KEANE: Fifth |ine.

THE MODERATOR: Just take it on down.

MR. KEANE: The line that starts wth,
financial matters --

THE MODERATOR:  Oh, up here, advisory
oversight on financial matters, actuari al
practices, and assunptions, investnent strategy
and policy --

MR, KEANE: Exactly.

THE MODERATOR: -- and the sel ection of
out si de financial service providers, including
I nvest nent managers and advi sers.

Do you agree that that's -- do you think
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that's too broad powers for then?

MR. KEANE: Yeah. W' ve got everything in
there except the actuarial assunptions.

THE MODERATOR: (kay. That's the only
di fference?

MR. KEANE: Essentially.

THE MODERATOR:  All right. ay. And then
the second paragraph | think you've explai ned.

City, your response to why you believe the
second paragraph is an inportant part of the
recomendations as it pertains to the -- and what
I npact do you think it would have on people
applying for the Financial Advisory and | nvestnent
Comm tt ee nenbershi p?

MR. HAND: Well, again, we approached this
with the understanding that this was done
col | aboratively, but it's all about good
governance. | nean, these are -- these were a
nunber of steps that the task force recomended,
again, in nmany cases in collaboration with
M. Keane to hel p inprove transparency,
governance, and have all those benefici al
financial inpacts that we tal ked about during our
recommendations. So, | nean, again, to the extent

that we noved that anong the other governance
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refornms, | nmean, the City thinks that's inportant.

THE MODERATOR: Is Form1 a formthat is used
by -- for volunteers in other boards?

MR. HAND: It is, yeah.

THE MODERATOR: | just want to nake sure --
that's not the one that's the disclosure for
enpl oyees. This is one -- anybody who belongs to
a board --

MR. HAND: Certain boards are required --
typically elected officials, as you know, file a
For m 6.

THE MODERATOR.  Ri ght.

MR. HAND: Most boards -- nost fol ks who are
doi ng Board service and are required to do
financial disclosure do a Form 1.

THE MODERATOR: And that's the short form
di scl osure?

MR. HAND: Correct. Yeah, that's a little
nore general than the Form 6.

THE MODERATOR: And then the third paragraph
for general strategy matters: The financi al
advisory commttee wll provide advice and
recommendations to the Board, which shall receive
and act upon such advice and recomendati ons as

the Board, in its fiduciary capacity, shall
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det er m ne.

| take that to nean that the financial
advi sory comm ttee can nmake a reconmmendati on, but
the ultimate decision-nmaking is entirely still
with the five-nmenber Board?

MR. HAND: And that's ny understandi ng of the
task force discussion --

MR. KEANE: Absol utely.

MR. HAND: -- on the subject, as well.

MR. KEANE: The Board's responsi bl e.

THE MODERATOR: That being the case, as it
relates to the third paragraph of the -- of the
Fi nanci al and | nvestnent Advisory Conmttee
recomendation as set forth in the task force --
tell me -- | nmean, obviously, they can make
what ever recommendati ons they want, including
actuarial recommendations, but the -- but the
Board is going to nake all the final decisions.
So aren't you protected from your concerns of
overinvol venent of the Financial Advisory Board?

| mean, obviously, you want the Board.
You' re al ready working on that.

MR. KEANE: Exactly. W' ve already sel ected
and received three applications, and we're trying

to get several nore.
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THE MODERATOR: (kay. So, | nean, is there
anyt hi ng objectionable in your view to that | ast
paragraph, following its review of the
financial --

MR, KEANE: |It's all back in that actuary.
We're not going to get into that actuary thing.
Actuarial science, it's |like the doctor. You
know, when you're sick and you need a doctor, do
you want a dentist? Do you want a podiatrist? Do
you want a nedi cal doctor? Do you need a
cardi ol ogi st ?

We're | ooking for people to give us
I nvest nent advice. That's where we nake the
nmoney. That's what we're | ooking for. And our
proposal tracks the | anguage from 215 for the
State plan, which the original recomendati on was.
That's where we're at.

THE MODERATOR But you -- and I'mnot -- |I'm
not arguing, but there's nothing in that provision
that | ocks the Board into doing anything other
t han accepting the recommendati ons. They don't
have to agree with the recommendati ons. They
don't have to make those recomendations, the
action of the Board. They sinply receive the

reconmmendat i ons for whatever value the Board
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ultimitely gives them AmI| wong?

MR. KEANE: And what good does it do to
recommend that the actuarial assunption be changed
back to eight and a half when there's not a
Chi naman' s chance the State's going to approve it,
and all it's going to do is put the Pension Board
in conflict wwth their own advisory commttee in
an area that they don't have the expertise and
shoul dn't be over there doing?

MR HAND: Well, just to be clear, there's
all sorts of assunptions that go -- | nean, you're
speaking to the assunption as to the rate of
return, which is sort of an ultinmate assunpti on at
the end of the actuarial process.

MR. KEANE: Correct.

MR. HAND: As you know better than anybody,
there are a host of assunptions that go into
actually conducting -- and, again, we constantly
are -- our very talented finance shop is
constantly review ng those. So, again, ny
under standi ng of the -- of what the task force
recommended is not to sort of say, "Hey, you

really ought to be at," you know, "8.2, as opposed
to 7.0."

It was to kind of, again, as Senator Smth
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inplied, be a sort of hel pful resource to the
Board in saying what types of actuarial -- you
know, all those different assunptions that go into
it. "Do we have any suggestions or advice which
you can take or not take?" Just a --

MR. KEANE: W can do it with our proposal.
We can ask them for that too.

THE MODERATOR: Let ne ask you this so that
we're clear on one thing, and then naybe --
because ny job is to try to | ook for ways -- for
you guys to consider ways to resolve this. |If the
| anguage, actuarial practices and assunptions, was
taken out of that Financial and Investnent
Advi sory Commttee report that's on 22 and 23, if
t hat | anguage on actuary is taken out, do you
ot herwi se agree with that entire proposal?

MR KEANE: Well, let's tenporarily pass this
and get back to it.

THE MODERATOR: (kay. But I'mjust -- do you
know of anything el se, though, that --

MR. KEANE: |I'mgoing to |look at it again.

THE MODERATOR:  All right.

MR, KEANE: |I'mnot -- no sense in talking
about this anynore.

THE MODERATOR  Ckay.
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MR. KEANE: We've got --

THE MODERATOR: Gentl enen, we've got a |ong
way to go, but we just can't read things to each
other. W've got to start also outlining -- this
iIs -- 1 just want to know. Wen you cone back on
this, John, tell ne if there are other areas other
than the actuary that bother you. |[If not --

MR. KEANE: |'mgoing to bring you anot her
witten proposal.

THE MODERATOR:  Thank you.

MR. KEANE: So then you --

THE MODERATOR: Al l right.

MR. KEANE: -- know where it is.

THE MODERATOR: Do you have anot her

pr oposal
MR, KEANE: We did.
THE MODERATOR: -- for the consideration of
t he teanf
MR. KEANE: W did. Get themready.
| apol ogi ze. | should have been getting them
ready while we were tal king.
THE MODERATOR: Don't worry about it.
MR. KEANE: W have many proposals here.
We'll have a better filing systemtonorrow

al so.
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Chi ef.

Seens |ike selling papers on the street,
goi ng house to house. | can't nake them slide
i ke they shoul d.

THE MODERATOR: This is your provision --
proposal for a provision on ethics, certification,
and di sclosure requirenents for investnent
managers -- if sonmebody could put that up -- who
Is putting these up for us? Stick that up there.
| f sonmebody could put that up for ne .

MR. KEANE: She's going to put it up on the
screen.

THE MODERATOR: Once again, | haven't done a
side-by-side on this, but it appears to ne that
what this is, is that the first -- on Page 23, if
you Wi I | conpare that Page 23, this is -- | won't
say the sane, but it's simlar to the | anguage
that's found in the first sentence on Page 23 of
the task force recommendations. Do you agree with
t hat ?

MR HAND: | agree that this proposal appears
to be roughly simlar to the first sentence on
Item 2 on Pages 23 and 24 of the task force
gover nance recommendations. Oherwise, that is

the only simlarity.
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THE MODERATOR:  John, under No. 2 on the task
force recommendation, it says, matters within
their engagenent, you both have that sane
| anguage. Then it says, consequently, any
I nvest nent manager or advi ser of the JPFPF who has
di scretionary authority for any investnent of
JPFPF shall agree to certify or disclose annually
to the Financial Advisory and |Investnent Commttee
and to the Board, no later than July 31 the
followng year that -- and then it has a list of
certifications. Tell ne what your concern was --
you didn't include those.

MR, KEANE: No.

THE MODERATOR: There was a reason for your
concerns over those.

MR. KEANE: | didn't have any concerns. W
just thought that these words were -- captured the
concept of it. The task force report goes on
to -- paragraph after paragraph, tal ks about that
they certify they are fiduciary to the fund.
They' ve already certified that to us. W only
hire people that are fiduciary. So, | nean,
there's no new certification to create or to nake.

And they're required by the SEC and

I nvest nent oversight authorities to nake their
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decisions in our best interests. | nean, you
know, these -- there's a |lot of words here that
they' re required under their |icense to do.

THE MODERATOR: (Okay. Again, just trying to
probe into this, is there any specific thing
requi red under these certifications that you
obj ect to?

MR, KEANE: No. It just -- it just is a lot
of extra words that are still acconplished by
saying that they have to do this.

THE MODERATOR: And the sane thing on the
di scl osures, is there anything on the disclosure
provision here that's not already required?

MR, KEANE: No.

THE MODERATOR: Is there anything on the
di scl osures that you object to?

MR. KEANE: They already do all this. You
know, all this stuff happens, anyway. Qur fund
treasurer is sitting right here. He knows that --

MAYOR BROMWN: So, John, let nme just be clear.
You just believe that it captures everything?

MR, KEANE: Sure.

MAYOR BROMWN: That's what you're --

MR. KEANE: That's what we're saying, yeah.

THE MODERATOR: Any response fromyou-all on
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t hat ?

MR. HAND: Well, | nean, again, this was the
product of a | ot of expertise from not only the
task force, but also the Pew Charitable Trusts and
MAEVA Muni ci pal, which were involved in this
effort.

And, again, |I'll go back and review the task
force neetings. But this was the product of sort
of best practices at pension funds around the
country to nmake sure that you had sufficient
di scl osures, transparency, able to avoid any
conflicts of interest.

Again, this is all intended for the
beneficiary for the -- for the fiduciary benefit
of the nenbers and, obviously, also for the
taxpayers that go in, as well. |If these are all
practices that are already being done, as
M. Keane indicates, | can't see any possible harm
in menorializing themto make sure that they're
done in the future.

So, again, | think this is the result of kind
of sonme best practices work that the task force
did. And to the extent that people are already
doing it, it seens |ike a good idea to do -- as

Ronal d Regan woul d say, trust but verify, and
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menorialize that in the | anguage.
THE MODERATOR: One thing that | noted, a
little bit of a difference. In the -- in the

recommendations fromthe task force, it says,

we'll nmeet to report regularly.
John, you have, report quarterly. |Is there
any significance? |Is that -- is that just nore

defining the reporting?

MR. KEANE: The "nmke quarterly reports" --

THE MODERATOR: That's already the practice,
anyway ?

MR. KEANE: Right.

THE MODERATOR:  And the | anguage there about
report regularly, is that neant to
differentiate -- if you'll just read through it
very quickly, you'll note that --

MR, HAND: Sure.

THE MODERATOR -- they will report regularly
to the Board. This says wll report quarterly,
the Board. Apparently, the practice is quarterly
now?

MR HAND: | don't know that there's a
tangi bl e difference between quarterly and
regul arly.

THE MODERATOR: Just want to make sure that
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everybody under stands that.

Al'l right. Anything else, John, on this that
Is basically your -- | think you answered the
mayor's question that you see yours as sunmari zi ng
the essence of it.

And you-all see it as just a restatenent and
kind of a conmtnent to continue these best
practices. |Is that the difference right now?

MR. HAND: To continue and nenorialize these
best practices, yeah.

THE MODERATOR: (kay. John, do you have
anot her proposal for the --

MR. KEANE: Carrying right on down under the
next recommendation of the task force, use of the
general counsel .

No. 3, use of the Ofice of CGeneral Counsel,
while the charter gives the Jacksonville Police
and Fire Pension Board the authority to enpl oy
separate counsel, the Jacksonville Police and Fire
Pensi on Board may consult with the Ofice of
General Counsel should it find that the Board
needs additional or separate counsel for specific
pur poses, including the nature of the work and the
fee arrangenent.

That's our proposal.
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THE MODERATOR: And that's in response to
essentially No. 3 --

MR KEANE: Correct.

THE MODERATOR: -- which appears on Page 247

MR. KEANE: Correct.

THE MODERATOR: Do you agree with that?

MR. HAND: Yes, that's correct.

THE MODERATOR: Al right. |'m obviously
outside the loop on this issue. Tell nme what's
the -- A what's the difference, and, B, what's

really driving this train?

MR. HAND: | think maybe Ms. Laqui dara wants
to -- may want to speak to this, as well. She's
her e.

Again, just to kind of procedurally -- during

the task force process where there were nultiple
neetings in this room there was discussion, |
know, between Ms. Laquidara, M. Klausner, who's
the attorney for the Police and Fire Pension Fund,
M. Scheu -- and that -- ny sense was this
represented sort of collaborative |anguage. But,
again, Ms. Laquidara can speak better to the
rel ati onship and kind of how that works.

MS. LAQUI DARA: Ckay. Thank you.

H , Rod.
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THE MODERATOR: Hey, G ndy. How are you?

M5. LAQUI DARA: Fine. Thank you.

The changes nmade fromthe task force, which
are bringing the Police and Fire Pension Fund
Trust into alignnment with every other independent
agency and constitutional officers for the Cty of
Jacksonvill e, when each of these were created,
they were created subject to the charter of the
consol i dated governnent. And the consoli dated
governnent charter sets the Cty Council and the
mayor as running the governnent, and then creates
t he equi val ent of subsidiary corporations wth
limted powers. That's how you address these --
what people refer to as conflicts.

If one -- if Coca-Cola creates a subsidiary,
t he subsidiary cannot sue Coca-Cola. And
Coca-Col a's general counsel is going to win. And
it's the sane nodel that's actually used in other
busi nesses.

Separate areas of expertise always have
out si de counsel. These are sophisticated

busi nesses. W had agreed earlier on and,

certainly, with the -- with the task force that
M. Klausner is a very able counsel. W've hired
hi m our sel ves before and -- pension-specific
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counsel. But on day-to-day |ocal governnent |aw

I ssues, that should be the consolidated gover nnent
speaking with one voi ce on day-to-day consoli dated
gover nnent i ssues.

And the way we read the charter, that is the
role of the general counsel. W saw nothing in
t he | anguage of the PFPF charter that overcane
t hat independent role. They can retain outside
counsel as our CGEPP does because you need pension
counsel .

And the first thing I did when | cane here,
even as chief deputy, was say, "OCh, ny gosh. W
need outsi de counsel because we're doing that in
house, and we certainly can't nmaintain the high
| evel of expertise you need for pension matters
solely in house.” You just can't do that.

So we think this is just really to bring the
trust in. They're not adversaries. There's one
comon goal. There's one conmmopn -- one party.
And, ultimately, the elected officials are
responsi bl e.

THE MODERATOR:  John, tell ne what you see as

the -- what is the issue that's driving -- |I'm--
this is not something that's been -- that was
di scussed -- that |'ve been around the discussions
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on, so l'mreally looking at this for the first
time. Tell me what your -- and | think -- what is
the concern that the -- does the Board believe
that they -- that they have the independent right
to hire independent counsel ?

MR. KEANE: The Board believes that the
charter says that and that Chapters 175 and 185
say that.

THE MODERATOR: And do you currently use the
O fice of the General Counsel at all, or does
Bob -- | say Bob -- does M. Klausner's firmdo
everything, or is it a mx?

MR KEANE: It's a mx. W just concluded a
successful case using one of the assistant general
counsels and had a very nice and surprising
recovery for assets of the fund. W're also using
the Ofice of the General Counsel on a case | have
to give a deposition on tonorrow. So sone cases,
we use them

THE MODERATOR: So - -

MS. LAQUI DARA: May | say --

THE MODERATOR:  Yeah. Go ahead. [|'msorry.

MS. LAQUI DARA: Rod, that canme out of the
task force. After the task force, M. Kl ausner

reached out and sent us that first case, which we
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got recovery. It was practically barking, but we
t hought, "You know, this is what we do. W" --

THE MODERATOR: "Barking" being a |egal ternf

M5. LAQUI DARA: Oh, yes. You know what we
nmean. | nean, you |look at -- are you ki dding
me - -

THE MODERATOR: |'ve had a few barkers.

M5. LAQUI DARA: And so we got that in. And
then the second -- of course, we're going to
defend -- | nean, we feel that sense of obligation
towards the Police and Fire Pension Fund, towards
M. Keane. |If soneone's taking his deposition, we
should be in there defending him He's part of
us.

And | think that saves a bunch of noney. |
think that's why M. Klausner sent us a case.
W're local. Qur fees are half of what other
people's are. And we have | ocal governnent
experti se.

So once you get out of the expressed pension
expertise that M. Klausner has, you really
financially use it -- and if you | ook at soneone
i ke JTA, who by general |aw specifically was
created -- has outside counsel. W do all of

their litigation. W do all of their [|ocal
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governnment | aw because it's cheaper for the
t axpayers.

THE MODERATOR: So, really, folks -- and this
Is conpletely as an outsider -- we're really
tal king about a matter of how to nenorialize what
appears to be a current practice, which is that
you guys use -- and | use -- | know Bob does
securities and all that, but | think of it as
pensi on counsel, which is the context |'ve usually
known himin and -- but you also use the General
Counsel's O fice for run-of-the-mll -- | don't
nmean that in a pejorative sense -- run-of-the-mil|l
matters. How do we -- how do we -- how do we fix
this bal ance where both sides are satisfied with
it?

"' massumng the City is concerned that
prices would get out of hand if you could just
bring outside counsel all the tine. Now, do
you -- do you pay, John, for the services of the
general counsel ?

MR. KEANE: We're charged, yes.

THE MODERATOR  But you just pay what is a
City rate as opposed to --

MR. KEANE: Right.

THE MODERATOR: But is -- are the rates
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conpar abl e?

MR. KEANE: Let's start at the begi nning.

THE MODERATOR:  (Kkay.

MR. KEANE: Forner general counsel and forner
circuit judge was serving as the general counsel.
W went to see himbecause we had an issue with a
departnment within the Cty.

He wote us a letter and said that there were
too many inherent conflicts, and that he woul d not
represent us because it was contrary to the
principles and ethics and tenants of the Florida
Bar and said, "Go hire your own | awer."

THE MODERATOR: Now, did he nean on that case
or did he nean --

MR. KEANE: He said, "Go hire your own
| awyer."

THE MODERATOR:  (Kkay.

MR KEANE: | was sitting there, and | said,
"Judge, the statute says that you're our |awer
unl ess we want to go sonewhere else. |t doesn't
give you the right to say, 'Go away."'"

He said, "Go away." He wote us a very nice
letter.

And we went away. Now - -

THE MODERATOR: So until that tinme, did you
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use the General Counsel's Ofice entirely?

MR KEANE: W had till that tine. Now, 25
years later -- as we tal ked about this norning,
when you have different people in here, they want
to do things different, but that's fine too. 1In
the neantine, the |egislature anended general |aw
and provi ded that we shoul d have our attorney.

THE MODERATOR  General |aw neaning 175

and - -

MR. KEANE: Yes, sir.

THE MODERATOR:  -- 1857

MR. KEANE: Yes, sir. Yes, sir.

M5. LAQUI DARA: Well, we're deened to conply
with 175 and 185, so that provision does -- is
I napplicable. It's inapplicable to our specific

charter. But | think, as you' ve nentioned
previously, the | anguage that cane out of the task
force was what M. Klausner inplenented. It was
itself a conpromse. |t doesn't say that you have
to use the Ofice of CGeneral Counsel.

But | thought that that was the | anguage that
we had conprom sed on and that had recogni zed and
specifically -- the right to i ndependent pension
counsel on that -- you'd maintain the expertise,

were able to do your fiduciary duty, but it also
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then said to the extent possible -- the |ocal
governnment law. And that's exactly what Bob
started inplenmenting, M. Klausner --

THE MODERATOR  Yeah. | --

M5. LAQUIDARA: -- started doing, so |
t hought that that was a good -- it nade sure that
t hey have that pension expertise and put us in the
pl ace of really |ooking out for them and
mai nt ai ni ng savi ngs.

THE MODERATOR It seens to ne, guys -- and

once again, I'mnot -- ny job's not to tell you
what to do, but it seens to ne, listening to this
pretty -- and literally as an outsider on this, it

seens that this is a fairly sinple solution. The
solution seens to be one of which the general
counsel woul d be counsel on matters that could be
terned as routine matters and that special counsel
Is required for areas of specialty. The Board is
authorized, as it has in the past, to get its own
counsel. Is that wong?

MR. KEANE: That's what it said.

MR HAND: Well, | guess what |I'mjust a
little confused about -- and, again, I'mgoing to
go back and revi ew sonme of those conversati ons.

My understanding is that was the product --
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certainly, the task force, | think, voted on this,
believing it was the product of a coll aboration
between M. Klausner, M. Laquidara, and the PFPF
I n general.

So, again, they recomended this, believing
that this issue had been settled in the task force
process, as with sone of the other issues, as
well, but this one in particular. Again, |'m
going to go back and review the video, but that's
my nmenory of how this ended up in the set of
recomendations. It's not true for everything in
t he governance world, but for several, including
this one, they believed this was a coll aboration
that had -- for which agreenent had been reached.

THE MODERATOR:  All right. Anything else on
this subject?

C ndy, anything else you want to say?

M5. LAQUI DARA: | nean, | can enbody that in
aletter fromthe Ofice of General Counsel, which
aut horizes the retention of M. Klausner and
recites back M. Klausner's |anguage in that, to
put in the usual structure in which it has,

Wi t hout requiring any adm ssion or anything. So
there are other things we can put --

THE MODERATOR:  You-all put on your thinking
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caps. This doesn't seemto be that hard. It
seens to ne that -- it seens to be a pretty sinple
provision. The sinple provision is kind of
reflected here, which is that you-all recognize
the need for special expertise, which a general
counsel office would not -- | nmean, |'mnot being
critical of this one. No general counsel's office
woul d - -

M5. LAQUIDARA: Right. That was --

THE MODERATOR: -- retain that --
M5. LAQUIDARA: -- to get outside counsel.
THE MODERATOR: -- and -- well, on the other

hand, matters that are of a course that the
general counsel normally handles, there's -- there
Is both a savings and a continuity. So | think we
ought to be able to work this out.

| can say that | know that M. Kl ausner has

told me that he -- while he wants to do the work
that is within the realmof his expertise -- and
none of us question that -- | don't think he even

intends to do every little thing that cones al ong.
He doesn't want to.

So we ought to be able to work that out,
fol ks. And that | anguage should be pretty doabl e.
And | hope both of you-all -- or all of you wll
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come up with sonmething on this so we can get that
out of the way.

MR. KEANE: Do you want to send us the
| anguage?

THE MODERATOR: Wiy don't you try to put
sonet hi ng together and see if that'll work?
Because | don't think we're disagreeing here very
much. | think we're making nuch nore out of this
than needs to be. | think the General Counsel's
regul ar I awers and Bob Kl ausner or his firmare
t hose -- when you need a specialty | awer, you're
going to be entitled to one within the areas that
your Board is -- deals with, which is essentially
matters of pension and financial security; all
right?

MR. KEANE: Well, you notice as we're going
t hrough these things -- nmake it nmuch nore briefer
than the wordier version that was in the task
force report.

THE MODERATOR: | got that.

Al right. Sonething else for us?

MR. KEANE: Sel ection of the Board nenbers.

THE MODERATOR: | know this wll be an easy
agr eenent .

MR. KEANE: Sur e.
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THE MODERATOR: Can | just ask is this the
current practice?

MR. KEANE: Yes.

THE MODERATOR | nean, your position is --
the Board' s position is continue current practice?

MR. KEANE: Correct.

THE MODERATOR: Do you agree that's current
practice?

MR. HAND: This is the current practice.

THE MODERATOR  What your current proposal,
as | saw it -- your current proposal is that the
mayor woul d recomend the fifth nenber, and the
mayor's recomendati on would go to the Council for
the Council to agree upon?

MR. HAND: Correct. That is the task force

reconmendat i on.

THE MODERATOR: | understand. And that's
you're recommendation, is to -- | understand that.

Let me ask this -- and I'm not going to spend
a great deal of tinme onthis. | think it's pretty

straightforward. But does that, in your view,
create a three-to-two advantage for the Gty in
t he Pensi on Board?

MR. HAND: No. Because |I think that that

sort of just assunes that a Gty Council -- or a
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mayoral Gty Council appointee won't exercise the
I ndependent fiduciary responsibility which is
their duty as a nenber of the Board. | think what
it does do is help make sure that the Gty has an
adequate say in the governance of the Police and
Fire Pension Fund, given that, at present, it's
putting nearly $150 million annually into the fund
and has a nunber of other financial obligations

that it's on the hook for, so --

MAYOCR BROMN: | think -- | think the intent,
Rod, was -- this is one thing I really want ed.
You know, | talked to other mayors. And as a

matter of fact, |ast year we had hosted the mayors

here, and we tal ked about pension.

And one of the things -- a question cane up,
“Well, do you have an appoi ntnent on the Board?"

| said, "No."

“"Well, that's unusual ."

| think sonme of the mayors sit on the Pension
Board. Sone of themare very engaged.

And so the whole goal is to say, "Ckay. How
do we neke it fair and equitable? How do we nake
sure that" -- you know, "If I'mthe CEO of the
Cty and I'mresponsi ble for the budget and we're

putting all that noney into the pension fund, we

Riley Reporting & Associates, Inc.


http://www.rileyreporting.com

© 0o N oo o b~ w N P

N DN D N DN P PP PP, R R R R
o b~ W N B O © 0o N oo 01~ W N+, O

Page 154

shoul d be able to have an appoi ntnent."

And | didn't see anything wong with that.
So the intent was to have a bal anced approach, a
fair approach, to this process. And, you know,
the task force approved it.

THE MODERATOR: From t he enpl oyees'
perspective, do you think they're justified in
seeing this as giving the City a three-to-two
advant age?

MAYOR BROAN:  No.

THE MODERATOR: (kay. John, do you want to
address that? | nean -- | nmean, this is where it
boils down to, is that -- whether or not this
gives the mayor's office the ability to select a
fifth menber and --

MAYOR BROMWN: It has to be confirnmed by City
Counci | .

THE MODERATOR: It has to be confirnmed by
Cty Council?

MAYOR BROMN:  You know, we have to submt a
budget every year July 15th. And part of that is
we're funding the pension. And, you know, not
havi ng an appoi nted person on that, not even
maki ng a recomendati on, not even a voice --

THE MODERATOR: Fromthe mayor's office?
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MAYOR BROMN: Just -- yeah, invisible.

THE MODERATOR: What problens has the -- if
any -- and maybe you guys could -- what problens
has the process now of requiring four people to
come to agreenent on the fifth nenber, what
probl ens does that create?

MR HAND: | can't speak to that. | nean,
M. Keane may know the history better.

THE MODERATOR: What probl ens does that
create?

MR. KEANE: W don't think it creates any.
It's a statutory schene in 400 plans in Florida.
That's how they do it. That's how the |egislature
ordained it be done. The two Gty Council
appoi nt ees have al ways voted and hel ped sel ect the
fifth trustee.

W' ve had a succession of them Qur current
fifth trustee is a fornmer sheriff and president of
Edward Waters College, Nat Qover. And there's
hardly anybody that could say he's not emnently
qualified, fromgood citizenship, elected
official, responsible for a | arge budget in the
operation of the sheriff's office, |eadership in
our community.

THE MODERATOR If the mayor had appoi nt ed
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him would he be | ess qualified?

MR. KEANE: Not -- not in the |east.

THE MODERATOR: Well, obviously, this is a
maj or di fference between the parties on this
governance. Wat | suggest to the Gty is | think
you -- the City needs to cone up with a way to
assuage the concerns of the enpl oyees, which are
that this politicizes it into a position of, "Wit
a mnute. W're automatically down on every
decision three to two."

On the other side of the table, | think that
the issue here is, if we're going to have
gover nance changes, then this is going to
require -- they have put forth a |lot of |anguage.
And, obviously, this is one conponent. It's an
| nportant conponent. But it's a vitally inportant
conponent from your perspective because you w sh
to maintain the current practice.

What |'d like to see is you guys try to be
t hi nki ng about ways to bring -- neld all these

differences now. You see what your differences

are.
|s there sone way in which a -- and |I'm

just -- I'mthrowng out ideas. |s there sone

ways in which a -- the enpl oyees woul d have a
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veto? |Is that a possibility of sonebody that was

entirely unacceptable to the enployees? | don't
know that. |'mjust throwi ng out ways to think
about this, or is -- is this, John, of such

I nportance to you that you m ght accept other
gover nance | anguage that's been proposed that you
m ght not otherw se accept in exchange for this?
|"mjust -- this is an awkward situation
because we're in the Sunshine. These are the
conversations we had in the nediation every day
all day long. Now, |I'mjust throw ng out ideas.
If we're going to get here within four or five
days, which | want us to do within two or three,
t hen sonebody needs to be tal king about -- "I
woul d do this if this was acceptable in an
al ternative."

| hope both sides will be thinking about what

iIs the tradeoff. Wat are you wlling to accept
to get this -- if both of you started today
saying, "I want an agreenent," if both of you

said, "I want an agreenent on governance," both of
you say, "There are sone governance things that
need to be done. You're already doing sone" --
thi s ought not be insurnountable.

This requires people just to put on your
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t hi nki ng caps and say, "Ckay" -- | hate to say --

| never want to use this because it'll cone back
to haunt ne, but every day at ny house there's a
nunber of decisions that are made. And an awf ul

| ot of themare conprom ses. After 33 years, they
remain conpromses, and if there aren't, the
consequences aren't any good.

So here's where you guys are. Put on your
t hi nki ng caps here. There seens to ne -- | nean,
|"'msitting here as an outsider |ooking -- there
seens to be a road here that could work, to sone
of you getting -- nobody's getting everything they
want. We wouldn't be here. But there seens to be
a pat hway that would work for that.

O her proposal s?

MR. KEANE: Wy don't we just stop there,
Senator? W' ve already got so nmany that we're
goi ng to expect a response fromthe Cty in
followi ng up on your good recomendations. W'l|
go and review the six or seven we have presented.
And if it's inportant to everybody that they
becone nore wordy, | can put sone nore words on
t he paper out of this docunent.

THE MODERATOR: | think there's --

MR KEANE: | was trying to capture the
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essence of it.
THE MODERATOR: John, I"'mnot -- |I'm
suggesting they think it's just right wordy.

It's -- | nmean, maybe we | ook at what are sone of

t hese that we coul d take and sonme of these that we

don't accept it. I'mjust throwing that on both
si des.

MR KEANE: All right.

THE MODERATOR: Let ne tell you what -- kind
of for a honmework assignnent, then. The first
thing | want to take up next tine is | want to
deal with the new enployees. | want to get that
I ssue resol ved.

There are two or three ways that cone to
mnd, and |'mgoing to give you sone thoughts on
this because we don't have the tinme not to. One
is: Wt is the nmultiplier that we're going to
use?

John, | think they're suggesting that the
mul tiplier ought to have sone penalty attached to
it because it is -- it is supposed to dissuade
people fromtaking it.

MR. KEANE: Senator Smth, the individual
that takes an early retirenent is going to have a

financial penalty the rest of his life and his
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surviving spouse's life.

THE MODERATOR: | was just about to say
that --

MR. KEANE: | knew you were.

THE MODERATOR: -- that your view -- your

viewis that there is a penalty inherit in early
retirenent by the way we --

MR. KEANE: Correct.

THE MODERATOR: -- do it.

MR. KEANE: Correct.

THE MODERATOR: But we have three things we
can work on. W can also work -- and | throw this
tothe Cty. Even if you used the three
percent -- and Joey, you're the mathematician on
this. And I trust you on this nore than | trust
nmysel f.

But it does nake a difference as to the |evel
If we use the penalty figure of three percent, but
I f you start at the 30 and work backwards, there
Is a difference.

MR, GREIVE: The problemw th that is that
you start with 30. They didn't work 30. So if
they're | eaving at 25, you need to use 25.

THE MODERATOR: | understand. | understand

the -- I'"'mjust saying there's two conponents to
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this. One is the nultiplier, the penalty
multiplier. |If we start at -- if we start at --
and use a | ower penalty nunber and we start at the
base nunber of 53, that |essens the -- |I'mjust
throw ng out for you there are two or three ways
you guys can fix this.

They're using the multiplier the way that we
apply the multiplier, and there's a base nunber
bel ow whi ch we shouldn't go. |If you use all of
those -- you guys, at 28 years, | find you guys

are | ess than four percent apart.

So -- maybe four and a half percent apart,
but let's try to get that -- that's Question
No. 1. | want that to be the one we deal with

first next tine.

Question No. 2 we deal with next tine is |
want us to deal with the governance i ssues and see
iIf we can cone up with a package of governance
tradeoffs that mght work. |If everybody says, "I

can't trade anything," that's fine. W'II|l just be
stuck on goi ng through the | anguage.

And then three is where | want to nove next
time, is | want us to nove to current enpl oyees
and what we're going to do with current enpl oyees.

And one of the things that | want you-all to
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consider is what we did -- if you-all help ne with
my menory on this, the last tine that we net, we

tal ked about that the -- that the Pension Board

woul d put up a percent. | don't renenber what it
was. |t may have been one. It nay have been two
per cent .

The Pension Board would put up a percent of
noney. And the enpl oyees would put up a
percent age of noney. But the enpl oyees'
percentage of noney -- | think it was nine, but --
hold me if I"'mwong on that. The percentage of
the enpl oyees didn't kick in until pay raise.

MR HAND: Correct.

THE MODERATOR: If we -- if | renmenber the
conversations last tine, the Pension Board's
position on that was, essentially, that we'll put
I n sone percentage. Qur percentage nmay dissipate,
but we m ght even go to a higher percentage if

t hat percentage was i medi ately offset by salary

I ncreases that the enployees could absorb. |Is
that still kind of your thoughts on that, John?
MR KEANE: No. That's still generally a

vi abl e thought, yes.
THE MODERATOR: Al right.
MR. HAND: May | ask a question --
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THE MODERATOR  Yeah. Yeah.

MR HAND: -- just while we're -- so we
noved -- because we noved the task force, we noved
13 governance articles today. Just so |I'mclear,
are there any additional reactions to -- because

we tal ked about four. Are there any additional

reactions to Nos. 5 through -- or responses to 5
t hrough 13 --

MR. KEANE: Yeah. | have sone for all of
t hem

MR. HAND: -- need to be --

THE MODERATOR:  Yeah.
MR HAND: So is it your intention to present

t hose today, or, since | know we've still got sone
time left --
MR KEANE: | want to go back and fix these

first four or five that we've tal ked on so we can
at least start getting sonething out of the way.

THE MODERATOR: Can | ask you both one thing
| want to know about -- is tell nme your position
on the 30-year agreenent |anguage that appears in
paragraph -- | think it's 9. Is it 9?7 It is.

MR. KEANE: The 30-year agreenent --

THE MODERATOR:  Yeah.

MR. KEANE: -- was enacted by the Gty

Riley Reporting & Associates, Inc.


http://www.rileyreporting.com

© 0o N oo o b~ w N P

N DN D N DN P PP PP, R R R R
o b~ W N B O © 0o N oo 01~ W N+, O

Page 164

Counci | and anended four tinmes by the Gty
Council. It runs until Septenber 30th of 2030.
The task force had recommended consi deration of an
earlier term nation date.

THE MODERATOR: That was the 80 percent
nunber ?

MR. KEANE: Right.

THE MODERATOR: What do you see -- if you-all
are able to reach an agreenent -- and |'m asking
this of both sides, and you may not be prepared to
answer. \What do you see -- does that replace,

t hen, whatever you guys agreed to -- assumng its
passage, does that then becone a replacenent for
t he 30-year agreenent?

MR. HAND: Well, and just to be clear, |
think the parties have pretty well articul ated
their positions on the 30-year agreenent in the
litigation that's pending in federal court right
now, so that's a pretty good --

THE MODERATOR: Set that aside for a second.

MR. HAND: Right.

THE MODERATOR: |'mjust asking you --

MR. HAND: Yeah.

THE MODERATOR: -- assune we had an

agreenent, Chris.
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MR. HAND:. Right. Uh-huh.
THE MODERATOR: If we had an agreenent, does

that agreenent, in your mnd -- and assum ng t hat
we have a -- it's a date certain. It may be every
three years. It may be till 80 percent --

what ever nunber you guys agree on because you' ve
got to agree -- if the Board and the City reached
an agreenent --

MR. HAND: From our perspective, | think any
agreenent would have to sort of subsune and
super sede the 30-year agreenent.

MR. KEANE: W could anend the 30-year
agreenent, provided we reach agreenent on all of
t hese t hings.

THE MODERATOR  Ckay.

MAYOR BROMWN: Wl --

THE MODERATOR: So that's what |'m sayi ng.
Wuldn't it, anmended --

MAYOR BROMWN: Wel |, because during task
force, John alluded to that, that the 30-year
agreenent has al ways been anended.

MR. KEANE: Unh-huh. Sure.

MAYOR BROMWN:  So it wouldn't be anything new.

THE MODERATOR  Four ti nes.

MAYOR BROMWN: Right, four tines. So | would
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see that as our way of --

THE MODERATOR: kay. | just wanted to nake
sure that everybody was kind of -- is there
anyt hing el se today that you guys think we ought
to do?

MR. KEANE: Well, let ne just tell you --

THE MODERATOR: And it's your position as to
the rest of these -- you're not accepting them
correct?

MR, KEANE: No.

THE MODERATOR | didn't think so.

MR. KEANE: Let ne just tell you for
hi storical accuracy on that |ast comment, there
was a settlenent agreenent that was voted on by
the Gty Council that was then anended four tines.
There was a restated settl enent agreenent, which
is the current agreenent we have that's anended
three tines.

So in total the whole settlenent -- history
of the settlenent agreenent has been voted on nine
times by the Gty Council and signed by three
different mayors. And we're |ooking forward to
Mayor Brown being the fourth nmayor to sign an
anendnent to the settlenent agreenent. That's

about as positive as you're going to get today.
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MAYOR BROMWN: | appreciate that.

THE MODERATOR:  All right. Wsat | think
Chris was asking earlier that |I'll make
sure it's -- is you have -- cane back -- you cane
back today wth sone counterproposal s?

MR. KEANE: Uh- huh.

THE MODERATOR:  You are not suggesting that
you accept all of the other governance issues; you
will be prepared to address sone additional ones,
but you think these core issues ought to be
resol ved --

MR. KEANE: Right.

THE MODERATOR: -- first?

MR KEANE: R ght. But the difference
bet ween our office and the City is there's just
one of ne, as you see. And | have to go back and

wite these things and get themtyped, which we're

short of good help. So it'll take ne a while to
scranble. |I'mgoing to be working late into the
evening to get a response fromwhat -- the

comments were made here this afternoon.

THE MODERATOR:  All right. Chris?

MR. HAND: Can | nmake just a request? It
m ght be helpful, and | think in the interest of

trying to nove things along -- and one of the
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really positive things about these neetings is we
can understand each other's perspectives better.

| understand fromthe mnutes of the Board and
fromsone of the neetings that | guess there's
been sone di scussi on about governance there.
Wul d sone of that information be obtainable just
to save you sone tinme, as well, on the line or

el sewhere at the PFPF about the nature of those
di scussi ons?

MR. KEANE: Yeah. The anendnents are already
onl i ne.

MR. HAND: GCkay. Geat. W'Ill follow up.

MR. KEANE: But |'ll nmake sure one's sent
over to you tonorrow.

MR. HAND:. kay. Thank you.

MR. CHATMON. One thought, just in
preparation for our next neeting, if we have the
proposal s for governance that, M. Keane, you were
t hi nki ng about earlier, is there any way we coul d
have those today and we actually have di scussions
at our next neeting?

THE MODERATOR: | don't think --

MR. KEANE: You can have them as soon as |
get themrewitten, but prior to the next neeting,

yes.
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MR, HAND: Well, just -- | think we need -- |
don't know if we need sone | egal guidance on this.
We had agreed to sort of set up a process where we
were going to be tradi ng proposals back and forth
in this public venue in public view | just sort
of want to --

THE MODERATOR:  Yeah. Let ne --

MR. HAND: -- respect the integrity --

THE MODERATOR Let ne --

MR HAND: -- of that --

THE MODERATOR Let ne --

MR. HAND: -- process.
THE MODERATOR: Let ne -- | kind of want to
interject here. | totally agree that that is the

better, easier, nore productive way in sonme ways.

We have agreed fromthe outset to be bound by
the rules of bargaining for the Sunshine. | do
not consider this collective bargaining, but I
have to use that as kind of guiding ne. Normally,
what we do is we nake our proposals to one anot her
her e.

MR CHATMON: Correct.

THE MODERATOR: | can nmake an argunent that
you can give it to one another and then we would

say each has already -- but | worry about soneone
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msinterpreting that as that we are bargaining
of f st age.

MR, CHATMON:. | understand, sir. The intent
was to see if we could actually have them here

today, but, again, if M. Keane doesn't want to,

that's fine. | understand.
THE MODERATOR: No. | don't think he has
the -- they're not all done. | nean, | know that.

MAYOR BROMN: They' re not done.

THE MODERATOR: What | would -- what | would
like to do, guys, is to try to make sure all the
proposal s cone across this table.

MR, CHATMON:. Fair enough.

THE MODERATOR: | know that is -- that that
is difficult. Sonmebody asked ne today do | think
this can work. It absolutely can work. It
happens all the tine. W neke |arge decisions in
the public on very, very difficult subjects all
the time. | just want to nake sure that soneone
| ater -- and transparency has its own val ue, so |

think we should stay away fromthat.

MAYOR BROAWN: | agree with that.

THE MODERATOR: (kay. You'll -- everything
we do to propose -- now, | will have discussions
with each of you, but I will not carry offers to
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each of you. | may tal k about your positions, and
| may even tal k about your proposals, but | wll
not tal k about the other side's proposals in a
medi at or fashi on because that's not ny role here.
Ever ybody understand that?

MR. CHATMON: Yes, sir.

THE MODERATOR:  All right. Last thing, if
|"ve said anything today that makes you think that

| favored your side, or disfavored your side, or

di sfavored your side on any subject, | prom se
you, | do not care. | want you to reach an
agr eenent .

That's what | was -- what | worked for |ast

year. That's what |I'mworking for now That's
what | think the public hopes for out of this
process. And | think that's honestly -- from
know ng all of you and speaking with all of you
privately, | know that all of you would |ike to
see us reach an agreenent.

To do that, again, you're going to have to go
back, take a hard | ook at sone of your positions
and say, "Wiat can | do to get this done that gets
this over wth?"

We do things all the tinme that end up in --

at tinmes when we say, "Boy, | could have done
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better."

| hope when this is over with, both of you
will say, "You know what? | could have done
better."

If both of you believe that, that neans we
got it about right.

Now, | also realize that in a larger theater
it has to be sonething that you can go before a
comm ssi on, and you can go before a conm ssion,
and you-all can get counsel approval of so we're
not back here or wth soneone el se. But, please,
we' ve got a day now to think this over. You' ve
got sone proposals. You' ve heard from one
anot her. You know one another's concerns.

This is not about winning. This is about
accommodating within your own principles, and
protecting your own interests, | understand, but
making this thing work; all right? So let's put
on our thinking caps and get this thing done.

Wth that, is there nothing else for the
order today?

Thank you so nmuch for keeping up wwth ne. |
know | talk too rapidly. W'Ill neet at 10:00 a.m
on Thur sday.

(The neeting was concluded at 4:37 p.m)
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CERTI FI CATE

STATE OF FLORI DA)
COUNTY OF ST JCHNS)

|, Karen Adair Ruiz, Registered Merit
Reporter, Florida Professional Reporter, certify that |
was authorized to and did stenographically report the
foregoing neeting and that the transcript is a true and
conpl ete record of ny stenographi c notes.

| further certify that | amnot a relative,
enpl oyee, attorney, or counsel of any of the parties,
nor aml a relative or enployee of any of the parties'
attorneys or counsel connected with the action, nor am
| financially interested in the action.

Dated this 16th day of My, 2014.

N A2 A dac U/U/B

KAREN ADAI R RUI Z
Regi stered Merit Reporter
Fl ori da Professional Reporter
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