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KEY POINTS ON 2015-54

(RETIREMENT REFORM AGREEMENT AS REVISED BY THE POLICE AND FIRE PENSION FUND BOARD OF TRUSTEES)

I. The Bottom Line

I Pension Benefits

The 2015 Agreement (2015-54) saves $1.68 billion over the next 30 years. This is slightly less than
2013-386, which saved $1.73 billion over 30 years.

A. NEw EMPLOYEES: No changes to the benefit package recommended by the Retirement Reform Task Force,

supported by the PFPF, and passed by City Council in 2014-386.

B. CURRENT EMPLOYEES WITH LESS THAN 20 YEARS OF SERVICE:

1. COLA

Under existing law, current employees receive a guaranteed COLA of 3% annually.

In 2014-386, City Council passed a COLA that would be a variable rate tied to the Social Security COLA,
subject to a range of 0% to 4%.

At its January meeting, the PFPF Board of Trustees for the first time agreed to a variable rate tied to the
Social Security COLA for current employees. This use of a variable rate will limit the City’s risk in more
difficult economic times.

The PFPF’s proposed range would be 0% to 6%, rather than the Council’s 0% to 4%. The rationale for this
change was fairness — if employees are potentially giving up as much as 3% in low inflationary times, they
should have the ability to gain an additional 3% when inflation picks up and the cost of living increases.

In the past 20 years, COLA has exceeded 4% only twice (4.1% in 2006 and 5.8% in 2009)

The cost of this change (0% to 6% rather than 0% to 4%) is about $32 million over 30 years, a small portion
of the overall savings of nearly $1.7 billion.

2. DEFERRED RETIREMENT OPTION PROGRAM (DROP) RATE OF RETURN

Under existing law, current employees receive a guaranteed 8.4% rate of return on funds in DROP.

In 2014-386, City Council set the DROP rate of return as the actual rate of return of the Police and Fire
Pension Fund, subject to a floor of 0% and a rate of 10%.

At its January meeting, the PFPF Board of Trustees proposed a range of 2% to 14.4%.

As with COLA, the Board of Trustees utilized a “share the pain, share the gain” approach. If current
employees could experience rates of return as low as 2% during difficult economic times — which would
be approximately 6% less than the current 8.4%, they should receive similar upside when times are good.

This use of a variable rate will limit the City’s risk during challenging economic times. Anything above a 2%
rate of return would only be paid if the fund actually earned it. Anything below 2% would be a loss to the
Police and Fire Pension Fund, and anything above 14.4% earned by the fund would be a gain to the Fund.





1.

3. FINAL AVERAGE COMPENSATION (FAC) PERIOD

e Under existing law, all current employees have a FAC period equal to their last 24 months of service. The
FAC during that period is used to determine their pension benefit.

e The Retirement Reform Task Force, the tentative agreement between the COJ and the PFPF, and 2014-
386 set a new FAC period for current employees with less than 10 years of service: their last 48 months.

e The PFPF Board of Trustees recommended changing the impact of this 48 months provision from current
employees with less than 10 years of service to current employees with less than 5 years of service. They
recommended this change so that vested current employees would not be impacted by this provision.

e The cost is about $18 million over 30 years, a small portion of the overall savings of nearly $1.7 billion.

Imposing Pension Benefits through Collective Bargaining Process

° Following the passage of this agreement, the PFPF will no longer be engaged in determining pension benefits.

° Future modification of pension benefits will be left to elected City officials and certified bargaining agents
(Fraternal Order of Police, Jacksonville Association of Fire Fighters).

° In the tentative agreement between the COJ and PFPF, the City would have agreed to forego its ability to impose
on pension benefits at the end of a collective bargaining impasse process for a period of 10 years.

° City Council removed that provision in favor of language that would have given the City the ability to impose on
pension benefits at the end of a collective bargaining impasse process.

° The PFPF Board of Trustees restored the 10 year language, stating that it had already compromised by reducing
the pension benefit period from 17 years. The Board also questioned the fairness of asking the PFPF to contribute
nearly $150 Million in State Chapter Funds to the City without members having some stability.

J However, the PFPF Board limited the 10 year language only to those current employees who have less than 20
years of service as of the effective date of the agreement. The City would retain full imposition rights for all new
employees who begin service on or after the effective date of the agreement.

° Pension counsel Jim Linn has stated that in his opinion, the 10 year provision is permissible under state law.

° Please note that even with the 10 year language, pension benefits for current employees with less than 20 years
can change through agreement between City and unions. And the City still has significant bargaining power, as
nothing prevents the City from imposing on other collective bargaining issues like wages, health care contributions,
step raises, leave time, other terms and conditions of employment.

Senior Staff Voluntary Pension Plan

° In 2014-386, City Council removed any reference to the Senior Staff Voluntary Pension Plan from the tentative
agreement between the COJ and PFPF.

° The PFPF Board proposed restoring a single sentence: “The JPFPF’s Senior Staff Pension Plan is closed to new
members as of August 15, 2014.”






History of Retirement Reform

The Long

and Winding Road






Annual Pension Costs Increasing

* FY 2001-02 S 9.9 million
* FY 2002-03 S 9.7 million
* FY 2003-04 S 22.1 million
* FY 2004-05 S 25.8 million
* FY 2005-06 S 34.7 million
* FY 2006-07 S 42.9 million
 FY 2007-08 S 47.1 million
 FY 2008-09 S 49.2 million
* FY 2009-10 S 81.1 million
* FY 2010-11 S 75.0 million
* FY2011-12 S 77.2 million
* FY 2012-13 $121.3 million
* FY 2013-14 $148.0 million
* FY 2014-15 $153.0 million






Long History of Retirement Reform,

continued

e June 2009: JCCI releases report — “Our Money, Our Finances” -
expressing concern about PFPF’s $789M unfunded
liability and 49% funded status.

* June 2010: Committee on Pension Sustainability disbanded
due to pending lawsuit between COJ and
employees over pensions.

e May 2011: Mayor Peyton reaches pension reform agreement
with JPFPF (2011-400)

e May 2011: Mayor-elect Brown appoints Pension Transition
Commiittee






Long History of Retirement Reform,

continued

June 2011.:

Dec. 2011:

Jan. 2012:

Sept. 2012:

Feb. 2013:

May 2013:

Council does not enact 2011-400 by end of term.
2011-400 withdrawn

COl ratifies wage agreement with Fraternal Order of
Police (FOP) through 9/30/2014

City ratifies wages agreement with Jacksonville
Association of Fire Fighters (JAFF) through 9/30/2015

Individual police and fire employees initiate lawsuit
with COJ and PFPF in federal court.

COl, JPFPF reach tentative pension agreement.






Long History of Retirement Reform,

continued

* July 2013: Pension reform agreement defeated 11-7

* August 2013: Mayor re-appoints Retirement Reform Task Force to find
solutions to City police and fire pension challenges.

e March 2014: Task Force presents recommendations on pension design,
PFPF governance, and unfunded liability.

°* June 2014: COJ and JPFPF reach tentative retirement reform agreement.
Ordinance 2014-386 filed with Council.

e June 2014: PFPF Board Endorses Benefit, Governance, Funding Reforms

* Dec. 2014: City Council passes amended reform agreement in 16-3 vote.

* Jan. 2015: PFPF Board adopts most of Council changes w/a few revisions






Long History of Retirement Reform

July 2007: New City Council takes office (9 of current members).

August 2008: Florida Tax Watch releases study warning COJ of dangers
of then-$534 Million Unfunded Liability and pension costs

Sept. 2008: City Council passes final budget with $56.3M Police and
Fire Pension Contribution

March 2009: City Council appoints Committee on Pension Sustainability
to make recommendations on ensuring long-term health
of COJ pension plans.

May 2009: PFPF Executive Director John Keane issues 18
recommendations to Committee on Pension Sustainability
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PFPF Response to Amended Retirement Reform Agreement

On December 9, 2014, City Council passed an amended version of the tentative 2014 pension
agreement reached in June 2014 between the City of Jacksonville (COJ) and Police and Fire

Pension Fund (PFPF).

On January 5, 2015, the PFPF Board of Trustees completed its

consideration of the Council amendments. This chart summarizes the Board’s proposed
revisions to those amendments, which are now before Council through 2015-54.

I COUNCIL AMENDMENTS THAT DO NOT IMPACT PENSION BENEFITS

Below is a list of the City Council amendments to the 2014 Agreement and accompanying
Ordinance 2014-386 which do not impact pension benefits.

COUNCIL AMENDMENT CHANGES AS A RESULT PFPF RESPONSE
PFPF BOARD
APPROVED
e None of the provisions of this
agreement will take effect until | NOTE:
PFPF Board requested

Amendment #1
(Effective Date
Tied to City Funding)

the Mayor and City Council
have enacted a dedicated
funding source to provide for
the City’s additional funding
obligation:

» $40 Million/Year for 10
years or until the PFPF
reaches 80% funded
status; or

» The present value
equivalent of that
amount ($300 Million if
paid up front, less the
combined balances in
the EBA and CBSA)

language stating that if
the COJ were to miss a
$40 Million payment in
any particular fiscal year,
that amount would be
added to the COJ’s Annual
Required Contribution
(ARC) for the following
year. Given questions as
to whether that particular
provision would be legal,
OGC and PFPF counsel
agreed to use the
language in 2015-54 for
purposes of filing
legislation. Prior to
Council consideration,
they will finalize language
that both implements the
intent of the Board of
Trustees and is consistent
with state law.

Amendment #2
(Financial Disclosure)

e The PFPF Executive Director
will now file Form 1 financial
disclosure.

PFPF BOARD
APPROVED

1






Amendment #3
(Marriage Definition
for Surviving Spouse

Benefits)

¢ |n order to receive surviving
spouse benefits, a PFPF
member and spouse must be
“married and living together”
at the time of the member’s
death.

® PFPF proposed and Council
endorsed a new definition of
“married and living together”
to include the situation where
the PFPF member or spouse
has been confined to a nursing
home or hospital.

PFPF BOARD
APPROVED

Amendment #4
(Purchase of Service)

e PFPF expressed concern that
former Atlantic Beach and
Jacksonville Beach officers who
left those agencies, withdrew
their pension contributions,
and later came to work for the
JSO were not permitted to
purchase previous service.

e Council passed an amendment
allowing PFPF members who
previously worked for other
Duval County governments
(Cities of Jacksonville Beach,
Neptune Beach, Atlantic
Beach, and Town of Baldwin)
to purchase their past service.

PFPF BOARD
APPROVED

Amendment #5
(City-appointed
Trustees)

e Amendment does NOT impact
Police member, Fire member,
or Fifth member.

e Going forward, Council
appointees must have at least
ten years of professional
financial experience.

e They will not be allowed to
serve more than two four year
terms or be participants in a
COl pension plan.

PFPF BOARD
APPROVED

2
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Amendment #6
(Senior Staff
Voluntary
Pension Plan)

o Removes all refergences to the
PFPF Senior Staff Voluntary
Pension Plan

(
b

|

PFPF BOARD DID
NOT APPROVE

NOTE:

The Board proposed
restoring language
regarding the Senior
Staff Voluntary Pension
Plan (as recommended
by the Retirement
Reform Task Force and
included in the original
version of 2014-386
and agreement). A
single sentence to that
effect has been
included in 2015-54.

Amendment #7
(Savings Clause)

e If a court finds invalid any
provision, the rest of the
agreement will remain valid.

PFPF BOARD
APPROVED

Amendment #8
(Form of Agreement)

e This is a new and stand-alone
agreement that supersedes
and replaces the “Thirty Year
Agreement”

}

e All unchanged provisions from
the “Thirty Year Agreement”
have been incorporated into

the 2014 Agreement.

PFPF BOARD
APPROVED

NOTE:

PFPF Board approved
with the caveat that its
legal counsel would
work with the Office of
General Counsel to
modify this language to
provide assurances for
the seamless transition
between agreements.
That agreed language
between PFPF counsel
and OGCis in 2015-54.






Amendment #9
(Benefit Process)

e Pension benefits section of
agreement subject to Chapter
447 of Florida Statutes, giving
City and collective bargaining
agents (FOP, JAFF) have all
rights under state law.

e Removed language which
prevented the City from
unilaterally imposing pension
benefit changes through the
collective bargaining impasse
process for ten years.

PFPF BOARD DID
NOT APPROVE

NOTE:

The Board proposed
restoring the language
which prevented the
City from unilaterally
imposing pension
benefit changes
through the collective
bargaining impasse
process for 10 years.
This only applies to
current employees, not
future employees.

ill.  PFPF REVISIONS REGARDING BENEFITS FOR EMPLOYEES WITH < 20 YEARS

Benefit

Original
Agreement

City Council
Amendment

PFPF
Response

COLA

No change from
the current 3%

No change for
employees with 20
or more years of
service

Current 3% COLA
will apply to
benefits earned on
service before
agreement eff.
date.

New COLA applies
only to benefits
earned on service
after agreement
effective date.

New COLA is Social
Security COLA with
a cap of 4%.

Approved
Council
amendment but
with cap of 6%
rather than 4%.






<y

. Original City Council PFPF
Benefit
Agreement Amendment Response
No change for
employees with Still no change for
20 or more years employees with 20
of service or more years of Approved Council
service amendment but
DROP For members with with range of 2%
less than 20 years, For members with to 14.4% rather
Net Rate of DROP rate of less than 20 years of | than 0% to 10%.
Return return will be the service, DROP rate
actual rate of of return will be the
return with a floor actual rate of return
of 5% and a cap of with a floor of 0%
10% and a cap of 10%
Benefit Original City Council PFPF
Agreement Amendment Response
e No change
for vested
employees
No change for with 5 or
employees with more years of
10 or more years service
of service
e For members
For members with with less
. less than 10 years, than 5 years,
Final Average FAC period will FAC period
Compensation decrease from None will decrease
Period last 24 months of from last 24
service to last 48 months of
months (but floor service to last
of the 24 month 48 months
amount as of the (but floor of
agreement the 24 month
effective date) amount as of
agreement
effective
date)







City of Jacksonville
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Introduced by Council President at the request of the Mayor—and

Substituted—Ppy the Rules Committee andtubstituted by —the—Finance

ATTACH tif

ORDINANCE 2034—386-E2015-54
AN ORDINANCE PERTAINING TO CHAPTER 121 (POLICE
AND FIREFIGHTERS PENSION PLAN), ORDINANCE
CODE; CREATING SECTION 121.101(F); AMENDING
121.107 (D) (CREDIT FOR BROKEN  SERVICE,
CONTINUOUS SERVICE, PARTIAL YEARS
TRANSFERABILITY, AND SERVICE AS A FLORIDA
STATE CERTIFIED POLICE OFFICER OR FIRE
FIGHTER); AMENDING SECTION 121.102(E) (POLICE
AND FIRE PENSION PLANS) CREATING A NEW
CATEGORY OF MEMBER KNOWN AS A “GROUP II
MEMBER” BASED UPON A DATE OF HIRE ON OR AFTER
THE PROSPECTIVE EFFECTIVE DATE OF ORDINANCE
26314-3862015-54-E AND SECTION 121.113(A) (1),
121.113(A) (2), AND (B) (CALCULATION OF PENSION
CONTRIBUTIONS FOR POLICE AND FIRE PENSION
FUND) REVISING THE CONTRIBUTION PERCENTAGES OF
EXISTING POLICE AND FIRE PENSION PLAN MEMBERS;
CREATING SECTION 121.114 (UNFUNDED ACTUARIAL
LIABILITY; MUTUAL CONTRIBUTIONS) TO OUTLINE
THE MUTUAL OBLIGATIONS OF THE CITY AND THE
POLICE AND FIRE PENSION FUND BOARD OF TRUSTEES
IN ADDRESSING THE UNFUNDED LIABLITY; CREATING
SECTION 121.115 (SUPPLEMENTAL SHARE PLAN) ;
CREATING SECTION 121.116 (BOARD OF TRUSTEES

INVESTMENT AUTHORITY) TO OUTLINE THE
1
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INVESTMENT AUTHORITY OF THE POLICE AND FIRE
PENSION FUND BOARD OF TRUSTEES; CREATING
SECTION 121.117 (EXECUTIVE DIRECTOR
ADMINISTRATOR) TO OUTLINE THE QUALIFICATIONS
FOR FUTURE EXECUTIVE ADMINISTRATORS OF THE
POLICE AND FIRE PENSION FUND; CREATING SECTION
121.118 (USE OF GENERAL COUNSEL) TO OUTLINE
THE POLICE AND FIRE PENSION FUND’S USE OF THE
OFFICE OF GENERAL COUNSEL; AMENDING SECTION
121.201 (RETIREMENT BENEFITS) TO CREATE
SECTION 121.201A FOR “GROUP I MEMBERS” AND TO
CREATE SECTION 121.201B FOR “GROUP II MEMBERS”
TO OUTLINE THE PENSION BENEFITS EXTENDED TO
EACH GROUP, SECTION 121.204 (SURVIVING
SPOUSE’S BENEFITS) , SECTION 121.206
(CHILDREN’S BENEFITS), AND SECTION 121.209
(DEFERRED RETIREMENT OPTION PROGRAM (DROP) FOR
GROUP I MEMBERS); CREATING NEW SECTION 121.211
(BACKDROP FOR GROUP II MEMBERS) TO ESTABLISH
THE BACKDROP PROGRAM OF PENSION BENEFITS
EXTENDED TO GROUP II MEMBERS; AMENDING CHAPTER
121 TO CREATE A NEW PART 5 (FINANCIAL
INVESTMENT AND ADVISORY COMMITTEE); AMENDING
CHAPTER 121 TO CREATE A NEW PART 6 (ETHICS,
FIDUCIARY RESPONSIBILITIES AND BEST
PRACTICES); AMENDING ARTICLE 22 (JACKSONVILLE
POLICE AND FIRE PENSION BOARD OF TRUSTEES) OF
THE CHARTER OF THE CITY OF JACKSONVILLE;
PROVIBDENG—FOR—RATIRICATION—DISCEATMER
APPROVENG—THE—2614——RETIREMENT—REFORM

ACREEMENT;—ATTACHING THE REQUIRED ACTUARIAL
2
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Subgtituted & Rereferred—+1-/42434
Substituted—Amended S EBrackted—32/5/34
IMPACT STATEMENT; PROVIDING FOR A SUNSET
PROVISION; PROVIDING FOR A PROSPECTIVE
EFFECTIVE DATE OF THE ORDINANCE UNTIL A
PERMANENT FUNDING SOURCE HAS BEEN PROVIDED BY
THE MAYOR AND ENACTED BY ORDINANCE BY THE CITY
COUNCIL; PROVIDING AN EFFECTIVE DATE.

WHEREAS, the consolidated City of Jacksonville (the “City”)has
both a Jacksonville Sheriff’s Office and a Jacksonville Fire/Rescue
Department and seeks to continue to offer a retirement Plan to law
enforcement officers and firefighters that will provide appropriate
benefits and be financially stable; and

WHEREAS, the City seeks to continue to offer a competitive but
financially sustainable retirement Plan to law enforcement officers
and firefighters; and

WHEREAS, the retirement Plan for Jacksonville law enforcement
officers and firefighters is implemented by the Jacksonville Police
and Fire Pension Fund Board of Trustees (also referred to as the
“JPFPF”, “Board” or “Pension Plan”), an independent agency of the
city of Jacksonville created by special act of the Florida
Legislature; and

WHEREAS, the dJaeksenville-Asseeciation—eof Firefighters {hoeal

WBEREAS,—the—Agreement, hereinafter known as the 26342015

Agreement or Agreement, supersedes—and—replaces a series of
3

{ Formatted: Font: Bold






10

11

12

13

14

1§

16

17

18

19

20

21

22

23

24

2§

26

27

28

29

30

31

agreements commeonly known as the “30 Year Settlement Agreement”;
and

WHEREAS, the City and the Board (collectively referred herein
as “the Parties”) have a shared desire to resolve these—eertaimall
outstanding retirement issues as specifically set forth herein for
the benefit of taxpayers and Board members; and

WHEREAS, the Parties recognize and agree that it is in the
best interest of the members of the Board as well as the citizens
of the City of Jacksonville that &hese—eertainall outstanding
disputes @asspecifically related to the provisions herein be
comprehensively—and—£fully resolved, without the need for further
litigation; and

WHEREAS, the Parties represent that they will in good faith,

present—and—suppertimplement the terms of the 26342015 Pension
Reform Agreement (attached hereto as Feurth—Revised—Exhibit 1,

offieiats—and use their best efforts to obtain the approval of said

the authorized officials necessary for the implementation of the

28442015 Pension Reform Agreement; and

WHEREAS, the Agreement and adoption of the ordinances
suggested therein will save the City of Jacksonville taxpayers at
least $1.5 billion over the next 2530 years; and

WHEREAS, the Parties agree to resolve these matters on the
terms and conditions set forth in the Agreement; and

WHEREAS, all prior settlement agreements between the Parties
and all amendments thereto are superseded arnd—replaced-by the terms
and conditions set forth pursuant to the terms of this Agreement;
and

WHEREAS, the Parties have agreed that the so-called “Thirty

Year Agreement”, which includes all prior settlement agreements
4
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Subabibubed—t—Rereferred 13,1094
CubsErtubed—Amended—& Enaskted—22/9/14

between the Parties and all amendments thereto (i.e., 2000-1164-E,

2003-303-E, 2003-1338-E, and 2006-508-E), is superseded and

of—the—\TFhirty—Year—Agreement’swithout a lapse in time by this
Agreement; and

WHEREAS, the City Council, for the benefit of all parties,

seeks to amend the ordinance code in order to incorporate some of
the provisions of the Agreement; and

WHEREAS, the Agreement provides for the amendment of the
Ordinance Code and Charter as necessary the issues resolved in the
Agreement; now, therefore,

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

Section 1. Part 1, Chapter 121, Ordinance Code Amended; New
Section 121.101 (£f) created; Sections 121.102(e), 121.107(d) and
121.113 Amended; Sections 121.114, 121.115, 121.116, 121.117 and

121.118 Created. Part 1, Chapter 121, Ordinance Code, is hereby
5
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amended; Sections 121.101(f), 121.102(e), 121.107(d) and 121.113,
Ordinance Code, are hereby amended, and Sections 121.114, 121.115,
121.116, 121.117 and 121.118, Ordinance Code, are hereby created,
to read as follows:

Chapter 121. POLICE AND FIREFIGHTERS PENSION PLAN

PART 1. POLICE AND FIRE PENSION FUND ADMINISTRATION

Sec. 121.101. Control and Administration of Police and Fire
Pension Fund.

* * &

(f) From and after the prospective effective date of Ordinance

2634—3862015-54-E: (1) the Board shall not engage in the

determination of pension benefits and shall leave the negotiation

and future modification of pension benefits to elected City

officials and certified bargaining agents; (2) Nothing in this

section shall be construed to impair the rights provided under

Article 1, Section 6 of the Florida Constitution or Chapter 447,

Florida Statutes; (3) All subjects of <collective bargaining

including but not limited to pension or retirement benefits shall

be subject to the requirements of Chapter 447, Florida Statutes;

(4) The City and any authorized certified bargaining agent shall

have all of the rights and be subject to the provisions of Chapter

447, Florida Statutes, including but not limited to the requirement

for negotiations, the term limitation set forth in Section

447.309(S), Florida Statute, and the impasse process;—+{5—Fhke,

provided however, that the City shall not

unilaterally +take—saectien—that—alters—alter the pension benefits

igetof Group I Members, as authorized umdexby

Section 447.403(4) (d), Florida 3IawStatutes, for a period of 10

years from the prospective effective date of Ordinance 201S5-54-E;

and (&£5) Nothing herein shall be construed to waive the City’s or
6
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Substriunted—sRereferred 31402014
st ested —tmended—TRasktes 12004

the certified bargaining agent’s right to demand collective

bargaining as authorized under Florida law.

Sec. 121.102. Police and Fire Pension Plans.
* * %
(e) Definitions of Membership Classes:
(1) Members: Are employees of the City of Jacksonville who
have enrolled in the Police and Fire Pension Plan and are

contributing to the Plan through payroll deduction and are either

classified as Group I Members or Group II Members.

(2) Group I Members: Are employees of the City of Jacksonville

who were hired by the City for full time employment prior to the

prospective effective date of Ordinance 2634-3862015-54-E and who

have enrolled in the Police and Fire Pension Plan and are

contributing to the Plan through payroll deduction.

(3) Group II Members: Are employees of the City of

Jacksonville who are hired by the City for full time employment on

or after the prospective effective date of Ordinance 2634-3862015-

54-E and who have enrolled in the Police and Fire Pension Plan and

are contributing to the Plan through payroll deduction.

(4) Group I Retirees: Are former Group I Members who are

retired under the terms of the Plan.

(5) Group II Retirees: Are former Group II Members who are

retired under the terms of the Plan.

(26) Qualified Members: Are Group I Members employees—ef—the

eity—who have elected to participate in the deferred retirement
option program under Section 121.209.

(37) Beneficiary or Beneficiaries: Are (i) with respect to

Group I Members, former active Group I Mmembers who have completed

five or more years of credited service as active Members and have
either (1) vested their service for deferred retirement (Inactive

Beneficiary) or (2) have met time and service requirements for
7
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retirement, or are retired as totally and permanently disabled
while an active member, or anyone receiving benefits as a surviving
spouse or minor child of a member (Active Beneficiary); or (ii)

with respect to Group II Members, former active Group II Members

who have completed ten or more years of credited service as active

Members and have either (1) vested their service for retirement or

(2) have met time and service requirements for retirement, or are

retired as totally and permanently disabled while an active member,

or anyone receiving benefits as a surviving spouse or minor child

of a member (Active Beneficiary). In the case of the distribution

of DROP benefits for Group I Members, the estate of the Qgualified

Mmember or former Qeualified Mmember may also be considered to be a
beneficiary in the event that there is no surviving spouse.
* * %
Sec. 121.107. Credit for broken service, continuous service,

partial years transferability, and service as a Florida State

Certified Police Officer or Fire FighterFirefighter.

* * %

(d) Any active Member of the Police and Fire Pension Fund who is
not a retiree and who has not attained vested status under any
other governmental retirement system shall be entitled to
purchase time service credit for up to five years of full time
employment as a Police Officer under the provisions of F.S.

Ch. 943, or as a certified FixeFighter Firefighter under the
provisions of F.S. Ch. 633. Notwithstanding the preceding

sentence, any active member of the Police and Fire Pension

Fund who is not a retiree and seeks to purchase time service

credit as a Police Officer under the provisions of F.S. Ch.

943, or as a certified Firefighter under the provisions of

F.S. Ch. 633, under this paragraph for service with another

government in Duval County, shall be entitled to purchase up
8
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to 5 years of such time service credit provided such service

has not been used for entitlement for benefits under any other

pension system. To be entitled to pension credit, a Member

shall make application to the Board at any time prior to

retirement. Furthermore, the employee shall pay into the

Pension Fund a sum equal to 20 percent of his or her current

monthly salary multiplied by the number of months (60 months

maximum) for which credit is being sought, on such terms as

the Board shall determine.

* % &

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

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

(a) Salary Deductions.

(1) Group I Members. A deduction of sewem eight percent

per annum, plus an additional two percent subject to the conditions

described within (i) and (ii) below, from all salaries (base

salary, longevity, City college incentive, enhanced certification
pay, emergency operation and hazardous duty pay; shift
differential, and "upgrade" pay; and excluding all overtime, state

incentive pay, reimbursed expenses and allowances such as

cleaning/clothes allowances, and payments for unused accrued time),

£his—fund,—eor—who—will -become—members—hereafter—Group I Members, to

be deducted in installments from each periodical paycheck of each

ef—these—wmembers Group I Member.—teogether—with—a sum—eguat—te—rnet
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the—Poard—eand—the—€ity—The foregoing eight percent deduction shall

be increased by two percent as follows:

(i) For Fire Members: On October 1, 2010, fire Members

received a general wage reduction of two percent. (See Agreement

Between the City of Jacksonville and the International Association

of Firefighters Local 122, October 1, 2009 through September 30,

2012.) In the first pay period, after the prospective effective

date of Ordinance 26+4-3862015-54-E, which reflects a total general

wage increase of at least two percent over the general wages in

effect for fire Members as of October 1, 2010 (an increase which

fully restores the general wage reduction of October 1, 2010) the

fire Member’s salary deduction will simultaneously increase to ten

percent.
(ii) For Police Members: On January 1, 2012, police Members

received a general wage reduction of three percent. (See Agreement

Between the City of Jacksonville and the Fraternal Order of the

Police, October 1, 2011 through September 30, 2014.) In the first

pay period, after the prospective effective date of Ordinance 2634—

3862015-54-E, which reflects a total general wage increase of at

least two percent over the general wages in effect for police
10
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Members as of January 1, 2012 (an increase which fully restores two

percent of the January 1, 2012 three percent general wage

reduction) the police Member’s salary deduction will simultaneously

increase to ten percent.

(2) Group II Members. A deduction of ten percent per

annum from all salaries (base salary, longevity, City college

incentive, enhanced certification pay, emergency operation and

hazardous duty pay; shift differential (provided that, the shift pay

included in the calculation may not exceed 125 percent of the shift

pay earned during the five years prior to the beginning of the

130th pay period immediately preceding retirement, adjusted for

promotion), and upgrade pay; and excluding all overtime, state

incentive pay, reimbursed expenses and allowances such as

cleaning/clothes allowances, and payments for unused accrued time),

of all Group II Members, to be deducted in installments from each

periodical paycheck of each Group II Member. The foregoing ten

percent per annum salary deduction shall also apply during the

BACKDROP period described in Section 121.211 for all eligible Group

ITI Members who elect the BACKDROP.

(b) The City shall contribute a sum equal to an amount not

less than the minimum recommended contribution in the most recent

actuarial valuation of the fund expressed as a percent per annum of

all salaries (as defined above) of all Members of the Police and

Fire Departments participating in this fund according to the amount

thereof as set up in the current budget in each year hereafter,

together with such additional sums as may be necessary to

administer this fund, which two latter amounts shall be designated

by the Board and certified to the Council for each fiscal year, and

the Council shall thereupon place the amount so designated in the

budget for the succeeding year and levy a tax therefor, if

necessary; except that the City may in good faith challenge the
11
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City contribution designated by the Board. In the event of such a

challenge, the Board's actuary and City's actuary shall agree on an

impartial third actuary who shall resolve all disputes between the

actuaries and whose decision shall be binding and final as between

the Board and the City.

(bc) Notwithstanding the deduction provided in subsection
(a) (1) of this Section, a deduction of two percent per annum shall
be made from all salaries (as defined in Section 121.113(a) (1)) of

Qualified Members in Group I who elect to participate in the

deferred retirement option program, with such amount being credited

to the Pension Fund’s Ordinance 91-1017-60S, Base Benefit Fund—frem
lified ! ) - - ; . Def 3
Retirement—Opeion—Rrogram .

(ed) In addition to the above described pension
contributions, the fund shall receive all proceeds from the sale of
surplus, lost, abandoned and unclaimed property held by the Office
of the Sheriff, 30 percent of fines and court costs from charges of
violations heard in County Court and 30 percent of all parking
fines.

(é¢e) The contributions made Dby each employee hereunder,
effective January 1, 1988, shall ©be designated as City
contributions pursuant to Section 414 (h) (2) of the Internal Revenue
Code of 1986, as amended. Such designation is contingent upon the
contributions being excluded from the employee's gross income for
federal income tax purposes. The City's Section 414 (h) (2)
contributions for each employee, effective January 1, 1988, shall
be considered as the employee's accumulated contributions subject
to refund under this subsection and to be taxable on return to the
employee either in a retirement allowance or upon refund at
termination pursuant to Section 72 or 402, IRC, as amended.

(ef) The application of the employer pick up provisions of
12
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Substituted—& Rereferred—31/32/14
Substituted—AmendedS—Bracted32/9/34
Section 414 (h) (2) of the Internal Revenue Code, as described above
in 121.113(e) shall also extend to elective contributions made by
payroll deduction installment payments for the purpose of securing
service credit for prior service or additional service. As used
herein, "elective contributions" shall include contributions
initiated under conditions wherein, (i) a member is eligible to
purchase credit for prior service under 121.107, efor (ii) a former
member who received a refund of contributions previously made to
the fund who was subsequently rehired and again becomes a member
and elects to repurchase such prior broken service under 121.107,
or (iii) a member who is eligible to purchase service as a police
officer or firefighter within the State of Florida wunder
121.107(d), or (iv) a member who is eligible to purchase additional
permissive service credit for wartime military service under
121.208. However, direct payments made by the member for elective
contributions shall not qualify under the pick-up provisions. In
order to qualify for pre-tax treatment under Section 414(h) (2),
elective contributions paid wvia payroll deduction installment
payments must be made pursuant to the completion of a binding
irrevocable payroll authorization executed by the member. Such
employee contributions made through payroll deduction will be
picked up and paid by the City with the member having no option of
receiving such picked up amounts directly instead of having such
amounts contributed to the fund. The payroll deduction
authorization will state the number of pay periods during which the
deduction(s) will be made, the dollar amount of the deduction(s),
and that the plan will not accept direct payments from the member
while the payroll deduction is in effect.
(£g) For purposes of purchasing time service credits (or
"elective contributions" as defined in 121.113(f)), the fund will

additionally allow the 1lump sum amount of such purchases or
13
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"elective contributions" to be alternatively made in the form of
the acceptance of a direct rollover of an eligible rollover
distribution from one or more of the providers of the Deferred
Compensation Plan administered by the City under Section 457 of the
I.R.C. effective January 1, 2002.

Sec. 121.114. Unfunded Actuarial Liability; Mutual

Contributions; Florida Insurance Premium Tax Rebate Dollars.

(a) As of the prospective effective date of Ordinance 2634—

386—2015- -E, the Police and Fire Pension Fund has an unfunded

actuarial liability. In order to begin alleviating such liability,

contributions shall be made by both the Board of Trustees and the

City, with each contribution contingent upon the other’s

contribution being made.

(b) Within 30 days following the prospective effective date of

Ordinance 2834-—3862015-54-E, the Board will apply the entire

balances in the Enhanced Benefits Account and the City Budget

Stabilization Account to reduce the unfunded actuarial liability of

the Plan. As of October 1, 2013, the total balance of both accounts

was $60,915,907.00; however, the amount applied pursuant to this

section will be the actual balances of both accounts on the

prospective effective date of Ordinance 2634-3862015-54-E, but

shall not be less than $60,915,907.00.

(c) Beginning with the first fiscal year commencing after the

prospective effective date of Ordinance 2634-3862015-54-E and

ending with the tenth fiscal year or when the fund reaches an 80%

funded status, whichever is sooner, the City shall contribute $40

million annually as an additional wunfunded 1liability payment;

provided, the application of the balances in the Enhanced Benefits

Account and City Budget Stabilization Account provided in paragraph

(b) shall reduce the City’s contributions under this paragraph (c).

(d) The Florida Insurance Premium Tax Rebate Dollars (i.e.,
14
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Chapter 175/185 Funds) will be allocated as follows: Beginning with

the first fiscal year commencing after the prospective effective

date of Ordinance 2014-—3862015-54-E and ending with the seventh

fiscal year, the Board shall annually allocate all Chapter 175/185

Funds, minus the Chapter 175/185 funds used to provide the holiday

bonus, at the City’s discretion for the benefit of the Plan,

including without limitation to fund base benefits, reduce the

unfunded actuarial accrued liability, or mitigate the City’s annual

required contribution to the Plan—; provided however, the Florida

Insurance Premium Tax Rebate Dollars shall not be used as a funding

source for the $40 million annual additional unfunded liability

payment outlined in paragraph (c). (As used herein, “holiday bonus”

refers to the annual discretionary Chapter 175/185 Fund bonus

payment) .

(e) (1) The contributions in subsection (c¢) and (d) shall be

contingent upon the other party making the payment noted in each

subsection. Should the contribution in subsection (c¢) or (d) be

less than that set forth in subsection (¢) or (d), then the other

contribution shall be reduced pro rata.

_2 (2) In any fiscal year immediately following a

year in which the City does not make the contribution set forth in

subsection (c) the City shall add to and include within its

contribution in subsection (<) the following amount: the

contribution due under subsection (d) from the previous year less

the JPFPF pro rata amount due the previous year in subsection

(e} (1)

(3) In any fiscal year in which the City does not make

the contribution set forth in subsection (c), the Board may use the

Chapter 175/185 funds to either: (i) pay down the unfunded

liability as a contribution above those otherwise required or

(ii) fund a share plan as established in Section 121.115 or (iii)
15
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pay the holiday bonus. (As used herein, “holiday bonus” refers to

the annual discretionary Chapter 175/185 Fund bonus payment

identified in City Ordinance 2006-508-E.) The share plan created

herein will be governed by the rules and regulation in Section

121.115. The share plan will remain unfunded wuntil the

requirements outlined in this section have been met.

(24) After the seventh fiscal year after the prospective

effective date of Ordinance 28343862015-54-E, the Board may use

the Florida Insurance Premium Tax Rebate Dollars to either: (i)

pay down the unfunded liability as a voluntary contribution or

(ii) fund a share plan as established in Section 121.115 or (iii)

pay the holiday bonus. (As used herein, “holiday bonus” refers to

the annual discretionary Chapter 75/18S Fund bonus payment

identified in City Ordinance 2006-508-E.)

(f) As an alternative to the provisions of subsection (c), the

City may, at any time, contribute an additional unfunded liability

payment in an amount equal to the then equivalent present value of

payments due and owing under subsection (c}—), said amount to be

confirmed by the actuary for the Fund and the actuary for the City.

Sec. 121.115. Supplemental Share Plan.

(a) Supplemental share plan retirement benefit. A supplemental

share plan retirement benefit ("Share Plan") is hereby created. The

Share Plan shall consist of an individual share account for each

active police officer or firefighter ("Participant") on or after

the prospective effective date of Ordinance 2834-3862015-54-E. The

sole source of funds for the Share Plan shall be Florida Premium

Tax Dollars (i.e., Chapter 175/185 Funds) distributed pursuant to

Section 121.114. The Board may deposit into the Share Plan only

those monies identified in Section 121.114(e) and only when in

conformance with the requirements of Section 121.114(d) and (e).

16
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Sukebitubedt—Rereferred 13 Al
Subssriubed —Anended S Raaebed—12-40-A04

The Share Plan shall remain dormant until such time as the Board

makes its first deposit pursuant to Section 121.114(e).

(b) Participant Share Plan accounts shall be credited with

premium tax revenues and investment earnings or losses, and

interest, and distributed as set forth in this Section.

(c) Annual crediting. Effective January 1 after the first year

in which the Board has made its first contribution to the Share

Plan pursuant to Section 121.114(e) and each January 1 thereafter,

the Share Plan account of each active Participant on the city's

payroll as of the preceding September 30th shall be credited as

follows: Each active Participant who was employed on the preceding

September 30th shall receive one share for the plan year ending on

the same September 30th. The total number of shares thus determined

shall be divided into the premium tax revenues received by the

Share Plan during that plan year to determine the amount to be

credited to the Share Plan account of each eligible Participant.

Participants who had less than one year of service on September 30°"

shall receive prorated shares for each full month of service based

on their partial year of service prior to September 30. Chapter

175 premium taxes shall be separately distributed to firefighter

Participants and Chapter 185 premium taxes shall be separately

distributed to police officer Participants.

(d) Investment earnings and losses, or interest. Effective the

first January 1 after the Board makes its first contribution to the

Share Plan, and each January 1 thereafter, the Share Account of

each active Participant shall be credited or debited with earnings

or losses based upon the amount in the Share Account at the close

of the immediately preceding calendar year at a rate equal to the

pension plan's actual net rate of investment return for the

preceding plan year.

(e) Distribution of share accounts. A Participant with ten
17
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(10) or more vyears of credited service with the City, upon

termination of creditable service employment, shall be eligible to

receive a distribution of 100 percent of the balance in his or her

Share Account, together with all earnings and losses and interest

credited to the Share Account through the date of termination of

employment. No benefit shall be payable to a Participant who

terminates creditable service employment with fewer than ten (10)

yvears of credited service. The Share Account balances of such non-

vested terminated Members shall be redistributed among all eligible

Participants’ Share Accounts in the same manner as premium tax

revenues in the following calendar year. The designated beneficiary

of a Participant who has died shall receive the accumulated total

of their Share Account balance. A Participant awarded a disability

pension from the pension plan shall receive the accumulated total

of their Share Account balance. Payment of Share Account benefits

shall be by lump sum, which shall consist of the accumulated total

balance of the active Participant's Share Account, or, at the

Participant's direction, the Share Account balance may be rolled

over to another qualified plan in accordance with the Internal

Revenue Code, with an additional payment made for any amount

credited in the year following termination of employment.

(f) The Board shall promulgate uniform rules and procedures

for the administration of the Share Accounts and shall file a copy

of those rules and procedures with the City Council Secretary.

Sec. 121.116. Board of Trustees' Investment Authority.

(a) The Board of Trustees is authorized to invest and reinvest

the assets of the Pension Fund in any lawful investment as provided

in applicable provisions of s.112.661, 175.071, 185.06, 215.47,

Florida Statutes, and, is further authorized to invest in

alternative investments, alternative investment vehicles and

portfolio positions, as those terms are defined in this section.
18
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(b) Investments in hedge funds are prohibited.

(c) No investment shall be permitted except pursuant to a

written investment policy adopted by the Board of Trustees as

provided in chapter 112, part VII, Florida Statutes. Prior to the

adoption of any change in asset allocation or the introduction of a

new asset class, the Board of Trustees shall give 10 days written

notice of the meeting at which the proposed change shall be

considered to the City Council Finance Committee.

(d) For the purposes of this section, the following terms have

the following definitions:

(1) “Alternative investment” means an investment by the

Board of Trustees in a private equity fund which includes all of

the private equity sub-strategies, including venture capital,

distressed investing, private debt/mezzanine debt, private real

assets/natural resources/energy, venture fund, or distress fund or

a direct investment in a portfolio company through an investment

manager or general partner.

(2) “Alternative investment vehicle” means the limited

partnership, limited liability company, or similar legal structure

or investment manager through which the Board invests in a

portfolio company.

(3) “Portfolio company” means a corporation or other

issuer, any of whose securities are owned by an alternative

investment vehicle or the Board of Trustees and any subsidiary of

such corporation or other issuer.

(4) “Portfolio positions” means individual investments in

portfolio companies which are made by the alternative investment

vehicles.

(5) “Proprietor” means an alternative investment vehicle,

a portfolio company in which the alternative investment vehicle is

invested.
19
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(e) The Board of Trustees is authorized to make the same

investments the General Employee Pension Fund or the Correctional

Officers Pension Fund are permitted to make.

Sec. 121.117. Executive Director-Administrator.

(a) The selection of any Executive Director-Administrator of

the Jacksonville Police and Fire Pension Fund Board of Trustees

shall be governed by a professional process subject to Florida law

in which the candidate shall be selected by the Board using the

City Employee Services Department’s search and selection processes,

and, if necessary, utilizing the assistance of an executive search

firm retained by the Board of Trustees. A salary and benefits

survey should be conducted prior to advertising for the position in

order to establish a compensation level comparable to funds of

similar size and complexity to the Fund. In addition to the

requirements of applicable law, candidates will be required to have

a minimum of five years of pension administration or institutional

investment experience, expertise in the oversight of investment

portfolios, and a degree in finance, economics, accounting or a

related area of study from an accredited university. Comparable

experience administering the activities of a state or local public

pension plan will also be considered. Candidates who are CPAs or

who have a JD, MBA or CFA degree will be preferred. This section

shall not apply to anyone holding the position of Executive

Director-Administrator at the time of the enactment of this

section.

(b) As part of the selection of any future Board of Trustees’

Executive Director-Administrator, the aggregate compensation of the

Executive Director-Administrator shall be determined in accordance

with the market analysis of comparably-sized public pension plans

as noted in subsection (a). The City and Board of Trustees shall

ensure that any future Executive Director-Administrator and any
20
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senior management employee shall be placed in either the City

General Employees’ Pension Plan or a defined contribution plan with

the Board of Trustees’ employer contribution subject to the limits

of federal law.

Sec. 121.118. Use of General Counsel. The City’s Office of

General Counsel (the “0GC”) is the proper source for legal

representation on routine matters (e.g., open records, public

meetings, and—other ordinary legal issues, and non-pension legal

services) subject to the Charter and Ordinance Code. The Charter

and Ordinance Code allow for separate counsel for other purposes.

Section 2. Part 2, Chapter 121 Amended; Section 121.201
Amended; Sections 121.201A and 121.201B Created; Sections 121.204,
121.206 and 121.209 Amended; Section 121.211 Created. Part 2,
Chapter 121, Ordinance Code, is hereby amended; Section 121.201,
Ordinance Code, is hereby amended; Sections 121.201A and 121.201B,
Ordinance Code, are hereby created; Sections 121.204, 121.206 and
121.2009, Ordinance Code, are amended; and Section 121.211,
Ordinance Code, is hereby created; to read as follows:

Chapter 121. POLICE AND FIREFIGHTERS PENSION PLAN
PART 2. PENSION BENEFITS

Sec. 121.201. Retirement benefits.

Notwithstanding any provisions to the contrary in Chapter 18615,
Laws of Fla. Ch. 18615 (1937), amd—te—previde—for—an—inerease—in

the—benefits—thereby—prowvided: retirement Dbenefits shall be as
defined and set forth in Section 121.201A and Section 121.201B.
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Sec. 121.201A Retirement Benefits for Group I Members.

This Section 121.201A applies solely to Group I Members.

Nothing herein shall be construed to apply to Group II Members.

The following definitions are applicable to Group I Members:

(a) Time service retirement.

(1) For Members with 10 or more years of service as of the

prospective effective date of Ordinance 2634-3862015-54-E, those

Members shall be entitled to a time service retirement benefit

equal to a maximum of 80 percent of the average salary (as defined

in Section 121.113 (a) (1)) received by the member for the 52 pay

periods immediately preceding the time of retirement, upon the

completion of 30 years of credited service. For each year prior to

the thirtieth year of service that a member retires, the 80 percent

retirement benefit shall be reduced by two percent, of the average

salary (as defined in Section 121.113 (a) (1)) received by the

member for the 52 pay periods immediately preceding the time of
27
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retirement, with the minimum normal retirement benefit being 60

percent after completion of 20 years of credited service.

(2) For Members with fewer than 3065 years of service as of the

prospective effective date of Ordinance 2834-3862015-54-E, those

Members shall be entitled to a time service retirement benefit

equal to a maximum of 80 percent of the average salary (as defined

in Section 121.113 (a) (1)) received by the member for the 104 pay

periods immediately preceding the time of retirement, upon the

completion of 30 vears of credited service. For each year prior to

the thirtieth year of service that a member retires, the 80 percent

retirement benefit shall be reduced by two percent, of the average

salary (as defined in Section 121.113 (a) (1)) received by the

member for the 104 pay periods immediately preceding the time of

retirement, with the minimum normal retirement benefit being 60

percent after completion of 20 years of credited service. However,

in no event shall the average salary be less than it would have

been using the 52 pay periods ending on the prospective effective

date of Ordinance 26834 2862015-54-E.

(b) Disability retirement.

(1) A Group I member, who prior to reaching the minimum normal

retirement becomes permanently and totally disabled from useful and

efficient service as a police officer or firefighter, as

established by competent medical evidence, shall be entitled to a

disability retirement. The disability retirement benefit for

Members with 365 years of service as of the prospective effective

date of Ordinance 26834—3862015-54-E shall be equal to 60 percent of

the average salary received by the Member for the 52 pay periods

immediately preceding the time of disability retirement. The

disability retirement benefit for Members with fewer than 3185 years

of service as of the prospective effective date of Ordinance 2634—

3862015-54-E shall be equal to 60 percent of the average salary
28
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received by the member for the 104 pay periods immediately

preceding the time of disability retirement. However, in no event

shall the average salary be less than it would have been using the

52 pay periods ending on the prospective effective date of

Ordinance  268314—3862015-54-E. The Board shall establish the

effective date on which the disability benefit shall commence. The

Board shall, by rule, establish procedures for the examination of

applicants for disability retirement, for the conduct of disability

retirement hearings, for review of said hearings by a court of

competent jurisdiction, and reexamination of retirees on disability

pension. In the event the application for a disability pension is

denied by the Board, then a new application for the same disability

cannot be filed by the member within six months of the denial.

(2) For Group I Members with 365 or more years of service as of the

prospective effective date of Ordinance 2634—3862015-54-E, who have

been in the service of the City for a period of time equal to the

minimum time necessary for time service retirement or more and

become permanently and totally disabled from useful and efficient

service shall be entitled to the same rate of pension benefit

calculation of the average salary (as defined in Section 121.113

(a) (1)) received by the member for the 52 pay periods immediately

preceding the time of disability retirement as those Members of his

pension plan who retire on time service retirement. Foxr Group I

Members with fewer than 165 years of service as of the prospective

effective date of Ordinance 26343862015-54-E, who have been in the

service of the City for a period of time equal to the minimum time

necessary for time service retirement or more and become

permanently and totally disabled from useful and efficient service

shall be entitled to the same rate of pension benefit calculation

of the average salary (as defined in Section 121.113 (a) (1))

received by the member for the 104 pay periods immediately
29
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preceding the time of disability retirement as those Members of his

pension plan who retire on time service retirement. However, in no

event shall the average salary be less than it would have been

using the S2 pay periods ending on the prospective effective date

of Ordinance 2634—3862015-54-E. Any member who elects to retire

under a disability pension as provided in this Section shall be

required to meet the same requirements for a disability pension as

are required for any other member of the respective fund requesting

a disability retirement. The Board shall establish the effective

date on which the disability benefit shall commence.

(3) In applying the provisions of this Section, the adjustment

supplement described in 121.201A(d) (2) that is calculated for the

benefit of a member and a surviving spouse shall be based upon the

actual vyears of credited service, subject to the minimum and

maximum provisions, rendered by the member.

(c) Vested retirement benefits.

(1) For Group I Members with 185 or more years of service as of the

prospective effective date of Ordinance 2634-3862015-54-E, who

terminate employment on or after the prospective effective date of

Ordinance 26834-—2862015-54-E with five or more years of credited

service and are not otherwise eligible to retire, are eligible to

receive either a deferred retirement benefit of three percent of

the average salary received by the member for the 52 pay periods

immediately preceding the date of vesting, for each year of

credited service prior to the date of vesting, to commence on the

date the member would have been eligible to receive minimum time

service benefits or be paid a refund of 100 percent of member

contributions to the Plan without interest. For Group I Members

with fewer than 385 vyears of service as of the prospective

effective date of Ordinance 28343862015-54-E, who terminate

employment on or after the prospective effective date of Ordinance
30
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2034-3862015-54-E with five or more years of credited service and

are not otherwise eligible to retire, are eligible to receive

either a deferred retirement benefit of three percent of the

average salary received by the member for the 104 pay periods

immediately preceding the date of vesting, for each year of

credited service prior to the date of vesting, to commence on the

date the member would have been eligible to receive minimum time

service benefits or be paid a refund of 100 percent of member

contributions to the Plan without interest. However, in no event

shall the average salary be less than it would have been using the

52 pay periods ending on the prospective effective date of

Ordinance 2634—3862015-54-E. Within 30 days of a member leaving

the payroll prior to normal service retirement, the member must

make the election in writing to either vest or the refund will be

issued automatically. Acceptance of the refund of employee

contributions constitutes an irrevocable waiver of all rights to

benefits from the Plan.

(2) In the event that the Member who is entitled to vested

retirement benefits becomes deceased prior to the scheduled date

for the commencement of the payment of retirement benefits, the

surviving spouse and/or children of such Member shall not be

entitled to a refund of contributions nor shall they be entitled to

the payment of survivors benefits otherwise extended to Members who

completed the required number of vyears of service to become

eligible for minimum time service benefits.

(3) Members who are entitled to receive vested retirement benefits

are not eligible to qualify for potential enhancements pursuant to

the minimum monthly pension provisions of section 121.301.

(d) Cost of Living Adjustments.

(1) A Cost of Living Adjustment (COLA) based on each prior annual

benefit amount actually received (exclusive of onetime bonuses or
31
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adjustments) shall be provided for retirees and survivors. For

Members with 20 or more vears of credited service as of the

prospective effective date of Ordinance 2034—3862015-54-E,

beginning with the first bi-weekly pay period in the first January

after commencement of benefit and in each subsequent first bi-

weekly pay period in January, the recipient shall be granted a COLA

in the amount of three percent. For Members with fewer than 20

yvears of credited service as of the prospective effective date of

Ordinance 2834—3862015-54-E, beginning with the first bi-weekly pay

period in the first January after commencement of benefit and in

each subsequent first bi-weekly pay period in January, the Member

shall be granted a COLA equal to three percent applied to the

portion of the accrued benefit based on credited service prior to

the prospective effective date of Ordinance 2834-—3862015-54-E, and

equal to the Social Security COLA for the same plan year, but not

to exceed feursix percent, applied to the portion of the accrued

benefit based on credited service on and after the prospective

effective date of Ordinance 2814-3862015-54-E.

(2) In addition to the COLA, a minimum adjustment supplement of

five (5) dollars per month for each year of actual credited service

of the Participant used to compute the pension benefit shall be

provided for current and future retirees and their survivors, and

it shall be paid beginning with the first full biweekly pay period

after October 1, 2003, and continuously thereafter; provided

however, that such supplement shall be no less than twenty-five

(25) dollars nor more than one hundred and fifty (150) dollars per

month. The adjustment supplement described herein shall be based

upon the member's actual years of service rather than imputed years

of service, which is used for purposes of calculating pension

benefits under the disability retirement provisions of section

121.201A (b) and the surviving spouse provision of section
32
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121.204(a) (1), and becomes operative in the event of the disability

or death of a member, respectively. The Mayor shall annually, each

January, evaluate the annual cost of the foregoing adjustment

supplement by comparing it to the City's annual cost to provide

single employee group health insurance. In the event that the

City's cost to provide such health insurance per employee is less

than the amount of such supplement per retiree, then the supplement

shall be reduced to the amount of the insurance cost.

(e) Deferred Retirement Option Program (DROP). A member eligible

to receive normal retirement benefits as provided in Section

121.201A (a), may remain in the employment of the City until the

elected termination date by electing to participate in the DROP, as

provided in Section 121.209, deferring the receipt of such

retirement benefits for a maximum of 130 full bi-weekly pay periods

(60 months) from the date of participation in the Deferred

Retirement Option Program.

(f) Limitations on benefits. Notwithstanding any benefit granted

hereunder or under any other provision relating to benefits under

the Police and Fire Pension Plan, benefit payments for any Member

shall not exceed the maximum amount permitted under Section 415 of

the Internal Revenue Code of 1986, as amended.

(g) Annual Compensation Limit. Section 401(a) (17) of the Internal

Revenue Code establishes an annual compensation limit for each

employee under a qualified plan. The provisions of Code Section

401(a) (17) are further described pursuant to Treasury Regulations

Section 1.401(a) (17)-1. The Police and Fire Pension Plan

incorporates by reference the annual compensation limit described

under Section 401 (a)(17) and Treasury Regulations Section

1.401(a) (17)-1. Accordingly, the Plan acknowledges that the

compensation taken into account for any Member of the Plan in

determining plan allocations or benefit accruals for the plan is
33
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limited to the annual compensation limit as described in Internal

Revenue Code Section 401(a)(17) and the Treasury Regulations

related thereto. The Plan additionally elects to avail itself of

the transition rule for governmental plans as described in Treasury

Regulation Section 1.401(a)(17)-1(d)(4)(ii) which provides that

'eligible participants', as such term is used in the regulations,
1J1 gul

will not be affected by the revised limit per the 1993 OBRA and

accordingly  such 'eligible participants' may have their

contributions and benefits computed by using compensation of more

than $150,000.00 (as adjusted), so long as it does not exceed the

limit in effect on July 1, 1993. All other plan Participants ('non-

eligible participants') shall be subject to the revised limits for

plan years beginning after December 31, 1995.

(h) Requirements that Actuarial Assumptions be specified. Section

401(a) (25) of the Internal Revenue Code provides that whenever the

amount of any benefit is to be determined on the basis of actuarial

assumptions, such assumptions are specified in the plan in a way

which precludes employer discretion. The provisions of Code

Section 401(a)(25) and the 1linkage between the proper use of

actuarial assumptions and the conclusion that the plan is

established and maintained primarily to provide systematically for

the payment of 'definitely determinable benefits' to employees, is

further described pursuant to Treasury Regulations Section 1.401-

1(b) (1) (i). The Police and Fire Pension Plan incorporates by

reference the requirements that actuarial assumptions be specified

as described under Code Section 401 (a) (25) and Treasury Regulations

Section 1.401-1(b) (1) (i).

(i) Required distributions. Distributions from the Plan will be

made in accordance with the requirements of the regulations under

Internal Revenue Code Section 401(a) (9) and that any provisions in

the Plan that are contradictory to the distribution requirements
34






10

11

12

i3

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

shall be overridden. In accordance therewith, distributions to

Participants must commence by the later of April 1 of the calendar

year following the calendar year in which the employee attains the

age of 70 ¥, or April 1 of the calendar year following the calendar

year in which the employee retires. In addition to meeting the

minimum distribution amount, the distribution must also meet the

incidental benefit requirements of Internal Revenue Code Section

401(a) (9) (g) and Proposed Regulations Sections 1.401(a)(9)-1 and

1.401(a) (9)-2 if applicable.

Sec. 121.201B Retirement Benefits for Group II Members

This Section 121.201B sets forth the pension benefits that are

applicable solely to Group II Members, and the term “Member” as

used in this Section means “Group II Member”.

(a) Time service retirement. Upon reaching 30 years of credited

service, Group II Members shall be entitled to a time service

retirement with a benefit equal to 2.5 percent of average salary

multiplied by the number of years of credited service, but not

exceeding a maximum of 75 percent of average salary. The term

“average salary” as used in the foregoing sentence means the

average “salaries” (as defined in Section 121.113(a)(2)) received

by the Group II Member during the 130 bi-weekly pay periods

immediately preceding the date of retirement. Notwithstanding the

foregoing, the annual retirement benefit shall not exceed

$99,999.99, which amount shall be adjusted January 1 of each year

beginning with the first January after the prospective effective

date of Ordinance 2634—3862015-54-E, by the most recent cost of

living adjustment applicable to recipients of Social Security

retirement benefits, as determined by the U.S. Social Security

Administration each calendar year, but not exceeding 1.5 percent.

(b) Disability retirement.

(1) A Group II Member who, prior to reaching the minimum normal
35
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retirement eligibility of 30 years of credited service, becomes

permanently and totally disabled from useful and efficient service

as a police officer or firefighter, as established by competent

medical evidence, shall be entitled to a disability retirement.

The disability retirement benefit shall be equal to 50 percent of

the average ‘“salaries” (as defined in Section 121.113(a) (2))

received by the Group II Member for the 130 pay periods immediately

preceding the time of disability retirement. The Board shall

establish the effective date on which the disability benefit shall

commence . The Board shall, by rule, establish procedures for the

examination of applicants for disability retirement, for the

conduct of disability retirement hearings, for review of said

hearings by a court of competent jurisdiction, and reexamination of

retirees on disability pension. In the event the application for a

disability pension is denied by the Board, then a new application

for the same disability cannot be filed by the Group II Member

within six months of the denial.

(2) A Group II Member who has been in the service of the City for a

period of time at least equal to the minimum time necessary for

time service retirement and who becomes permanently and totally

disabled from useful and efficient service, shall be entitled to

the same pension calculation as a Group II Member who retires

pursuant to a time service retirement as described in Section

121.201B(a) . Any Group II Member who elects to retire under a

disability pension as provided in this Section shall be required to

meet the same requirements for a disability pension as are required

for any other Member of the Fund requesting a disability

retirement.

(c) Vested retirement benefits.

(1) Group II Members who terminate employment with at least 10 but

less than 25 years of credited service are eligible to receive a
36
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deferred retirement benefit of 2.0 percent of the average

“salaries” (as defined in Section 121.113(a)(2)) received by the

member during the 130 pay periods immediately preceding the date of

separation, for each year of credited service. The benefit shall

commence at age 62. In the alternative, and in lieu of any other

benefit from the Fund, a vested member may elect to be paid a

refund of 100 percent of member contributions to the Plan without

interest. Within 30 days of a member leaving the payroll prior to

normal service retirement, the vested member must elect in writing

to vest or else the refund will be issued automatically after the

end of such 30-day period. Acceptance of the refund of employee

contributions constitutes an irrevocable waiver of all rights to

benefits from the Plan.

(2) In the event that a former Group II Member who separates from

service and is entitled to vested retirement benefits dies prior to

the scheduled date for the commencement of the payment of

retirement benefits, the surviving spouse and/or children of such

member shall not be entitled to a refund of contributions nor shall

they be entitled to the payment of survivors benefits otherwise

extended to Members who complete the required number of years of

service to become eligible for minimum time service benefits.

(3) Former Group II Members who separate from service and are

entitled to receive vested retirement benefits are not eligible to

qualify for potential enhancements pursuant to the minimum monthly

pension provisions of Section 121.301.

(4) Group II Members with at least 25 but less than 30 years of

credited service shall be eligible for early retirement, provided

that for each year or partial year prior to reaching 30 years of

credited service, the Group II Member who retires early shall incur

a 2.5% accrual rate penalty for any year or part thereof short of

30 years. Notwithstanding this provision, the minimum pension a
37
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person taking early retirement under this section will not be less

than 52.5% of employee's final average compensation. Early

retirement benefits pursuant to this section will be calculated as

follows:

Number of Years of Retirement Benefit as a Percentage
Credited Service: of Final Average Salary as defined

in 121.113(a) (2):

25, but less than 26 52.50%

26, but less than 27 55.00%

27, but less than 28 60.00%

28, but less than 29 65.00%

29, but less than 30 70.00%

(d) Cost of Living Adjustments. (1) A Cost of Living

Adjustment (COLA) based on each prior annual benefit amount

actually received (exclusive of one-time bonuses or adjustments)

shall be provided for Group II Retirees and their eligible

survivors, on the first bi-weekly pay period in each January

beginning in the third January following commencement of benefit.

Group II Retirees and their eligible survivors shall be granted a

COLA in the amount of COLA applicable to recipients of Social

Security retirement benefits, as determined by the U.S. Social

Security Administration each calendar year, but not exceeding 1.5

percent.
(2) In addition to the COLA, a minimum adjustment supplement of

five (5) dollars per month for each year of actual credited service

of the Participant used to compute the pension benefit shall be

provided for current and future retirees and their survivors, and

it shall be paid beginning with the first full biweekly pay period

38






10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

31

after October 1, 2003, and continuously thereafter; provided

however, that such supplement shall be no less than twenty-five

(25) dollars nor more than one hundred and fifty (150) dollars per

month. The adjustment supplement described herein shall be based

upon the member's actual years of service rather than imputed years

of service, which is used for purposes of calculating pension

benefits under the disability retirement provisions of section

121.201A (b) and the surviving spouse provision of section

121.204(a) (1), and becomes operative in the event of the disability

or death of a member, respectively. The Mayor shall annually, each

January, evaluate the annual cost of the foregoing adjustment

supplement by comparing it to the City's annual cost to provide

single employee group health insurance. In the event that the

City's cost to provide such health insurance per employee is less

than the amount of such supplement per retiree, then the supplement

shall be reduced to the amount of the insurance cost.

(e) Limitations on benefits. Notwithstanding any benefit granted

hereunder or under any other provision relating to benefits under

the Police and Fire Pension Plan, benefit payments for any Member

shall not exceed the maximum amount permitted under Section 415 of

the Internal Revenue Code of 1986, as amended.

(f) Annual Compensation Limit. Section 401(a) (17) of the Internal

Revenue Code establishes an annual compensation limit for each

employee under a qualified plan. The provigsions of Code Section

401(a) (17) are further described pursuant to Treasury Regulations

Section 1.401(a) (17)-1. The Police and Fire Pension Plan

incorporates by reference the annual compensation limit described

under Section 401 (a) (17) and Treasury Regulations Section

1.401(a) (17)-1. Accordingly, the Plan acknowledges that the

compensation taken into account for any Member of the Plan in

determining plan allocations or benefit accruals for the plan is
39
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limited to the annual compensation limit as described in Internal

Revenue Code Section 401(a)(17) and the Treasury Regulations

related thereto. The Plan additionally elects to avail itself of

the transition rule for governmental plans as described in Treasury

Regulation Section 1.401(a) (17)-1(d)(4) (ii) which provides that

'eligible participants', as such term is used in the regulations,

will not be affected by the revised limit per the 1993 OBRA and

accordingly such '‘eligible participants' may have their

contributions and benefits computed by using compensation of more

than $150,000.00 (as adjusted), so long as it does not exceed the

limit in effect on July 1, 1993. All other plan Participants ('non-

eligible participants') shall be subject to the revised limits for

plan years beginning after December 31, 1995.

(g) Requirements that Actuarial Assumptions be specified. Section

401(a) (25) of the Internal Revenue Code provides that whenever the

amount of any benefit is to be determined on the basis of actuarial

assumptions, such assumptions are specified in the plan in a way

which precludes employer discretion. The provisions of Code

Section 401(a)(25) and the linkage between the proper use of

actuarial assumptions and the conclusion that the plan is

established and maintained primarily to provide systematically for

the payment of 'definitely determinable benefits' to employees, is

further described pursuant to Treasury Regulations Section 1.401-

1(b)(1)(i). The Police and Fire Pension Plan incorporates by

reference the requirements that actuarial assumptions be specified

as described under Code Section 401 (a) (25) and Treasury Regulations

Section 1.401-1(b) (1) (i).

(h) Required distributions. Distributions from the Plan will be

made in accordance with the requirements of the regulations under

Internal Revenue Code Section 401(a) (9) and any provisions in the

Plan that are contradictory to the distribution requirements shall
40
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be overridden. In accordance therewith, distributions to

Participants must commence by the later of April 1 of the calendar

year following the calendar year in which the employee attains the

age of 70 ¥, or April 1 of the calendar year following the calendar

year in which the employee retires. In addition to meeting the

minimum distribution amount, the distribution must also meet the

incidental benefit requirements of Internal Revenue Code Section

401(a) (9) (g) and Proposed Regulations Sections 1.401(a) (9)-1 and

1.401(a) (9)-2.

* % *

Sec. 121.204 Surviving Spouse Benefits.

Notwithstanding the provisions of Laws of Fla. Ch. 18615
(1937), as amended; or Laws of Fla. Ch. 23259 (1945), as amended,
and to increase the benefits thereby provided:

(a) Benefits under this section for Group I and Group II Members

will be as follows:

(1) The following shall apply only to Group I Members’ spouse

benefits: Aay Mmember of the fund hereafter who shall be killed or
die from effects of an injury or of any illness or disease and any
such Mmember so killed or dying shall have a spouse living with
such Mmember at time of death, the Board shall direct the payment
from the fund of the following sum to the surviving spouse, 75
percent of the pension benefit the deceased Mmember would be
entitled to receive, had the Mmember completed 20 years of credited
service +68—pereent—of —theaverage—galary —as—defined inGSeetion
12333 3{a—received—by——the—member —for —the—52—pay—perieds
immediately—preceding—the—+time—ef —death) and survived to receive
such pension. If a deceased Mmember served in excess of 20 years,
the 75 percent of the pension benefit shall be based upon the
actual vyears of service. In applying the provisions of this

Section, the adjustment supplement described in 121.201A(d) (2) that
41
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is calculated for the benefit of the surviving spouse of a Group I
Member shall be based upon the actual years of credited service,
subject to the minimum and maximum provisions, rendered by the
member rather than the assumed completion of 20 years of credited
service otherwise acknowledged in this Section. The pension benefit
as used herein shall be comprised of the base pension benefit as
adjusted for the COLA, but exclusive of the adjustment supplement
described in 121.201A(d) (2) which shall be 100 percent allocable to
the surviving spouse.

(2) The following shall apply only to Group II Members’ spouse

benefits: A Member of the fund hereafter who shall be killed or die

from effects of an injury or of any illness or disease and any such

Member so killed or dying shall have a spouse living with such

Member at time of death, the Board shall direct the payment from

the fund of the following sum to the surviving spouse, 75 percent

of the pension benefit the deceased Member would be entitled to

receive, had the Member completed 30 years of credited service, as

defined in 121.201B(c) (4), and survived to receive such pension. If

a deceased Member served in excess of 30 years, the 75 percent of

the pension benefit shall be based upon the actual years of

service. The pension benefit as used herein shall be comprised of

the base pension benefit as adjusted for the COLA, but exclusive of

the adjustment supplement described in 121.201B(d) (2) which shall

be 100 percent allocable to the surviving spouse.

(b) If any such beneficiary of the fund shall hereafter be killed
or die and any such member so killed or dying shall have a spouse
living with such beneficiary at time of death, the Board shall
direct the payment from the fund of the following sum to the
surviving spouse, 75 percent of the pension benefit the beneficiary

was receiving. The pension benefit as used herein shall be
42
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comprised of the base pension benefit as adjusted for the COLA's
previously credited to the record of the former member, but
exclusive of the adjustment supplement described in 121.201A(d) (2)

for Group I Members and in 121.201B(d) (2) for Group II Members

which shall be 100 percent allocable to the surviving spouse.

* % &

(g) A spouse shall be deemed living with the Member if the Member

or spouse is confined to a nursing or hospital facility at the time

of the Member'’'s death, provided that the Member was living with the

spouse at the time of admission to the nursing or hospital

facility.

* * *

Sec. 121.206 Children’s Benefits.
* * *
(b) If there is a surviving spouse, each child's benefit shall be
$200 per month until (i) each child reaches age 18 years, whether
or not the child is a qualified student, or (ii) each child reaches
age 22, provided the child is a qualified student, or (iii) each
child becomes married, whereupon the children's benefits described
herein shall cease, provided that the total of the surviving spouse
and children's benefits do not exceed the total of the deceased
Mmember's projected benefit. In addition thereto, each child of a

surviving spouse of a Group I Member or Group II Member shall be

entitled to the receipt of the minimum adjustment supplement

provided in Section 121.201A(d) (2)_or Section 121.201B(d) (2).

(c) If there is no surviving spouse, each child under the age of
18 shall receive the greater of either; (a) $200 per month plus,

for each child of a former Group I Member or Group II Member, the

minimum adjustment supplement provided in Section 121.201A(d) (2)_or

121.201B(d) (2), or (b) a proportionate share of the surviving

spouse's benefit (including the supplement where applicable) until
43
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(i) each child reaches age 18 years, whether or not the child is a
qualified student, or (ii) each child becomes married, whereupon
the children's benefits described herein shall cease. If there is
no surviving spouse, each child who is age 18 or over and who is a
qualified student shall be entitled to the payment of a child's
benefit of $200 per month until (i) each child reaches age 22, or
(ii) each child becomes married, whereupon the child's benefit
described herein shall cease. In the event of multiple children
causing the payment of a prorated benefit as each child no longer
becomes eligible for the payment of children's benefits the
remaining eligible children shall receive the greater of the
benefits provided for in this Section up to the limits provided.

* * &

Sec. 121.209 Deferred Retirement Option Program (DROP) for

Group I Members

This Section 121.209 applies only to Group I Members, and the term

“Member” as used in this Section means “Group I Member”. In

general, and subject to the provisions of this Section, the
Deferred Retirement Option Program, hereinafter referred to as the
DROP, is a program under which an eligible Mmember of the plan, may
elect to participate, deferring receipt of normal retirement
benefits while continuing employment with the City without loss of
any other employee benefits. Upon an eligible Mmember's election to
participate in the DROP, the amount of credited service and final
average salary becomes frozen for purposes of determining pension
benefits. Additional service beyond the date of entry into the DROP
shall no longer accrue any additional benefits under the Pension
Fund. The deferred monthly retirement benefits under the DROP shall
accrue in the fund on behalf of the Participant, plus interest
compounded monthly, as provided in subsection (c¢) (1) of this

Section, for the specified period of the DROP participation, as
44
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provided in subsection (b) (1) of this Section. Upon termination of
employment, the Participant shall receive the total DROP benefits,
as provided in Section 121.209(¢) and begin to receive the
previously determined normal retirement benefits.

(a) Eligibility of member to participate in the DROP. All Members
who are eligible to, may elect participation in the DROP, provided
Members comply administratively with the rules and regulations
established by the board for the administration of the DROP.

(1) A member who is eligible to receive normal retirement benefits
under Section 121.201A(a) may participate in the DROP providing the
member elects to participate within the time limits contained in

Section 121.209(b) (1) .

(b) Participation in the DROP.

* % *
(2) Upon participation in the DROP, the member shall be deemed a
"qualified member" as defined in Section 121.102(e) (62).

* * *
(c) Benefits payable under the DROP.
(1) Effective with the date of DROP participation, the Mmember's
initial normal retirement benefit, including creditable service and
average compensation, as provided in Section 121.201A(a) and the
effective date of retirement shall be fixed. Such normal retirement
benefits, together with annual cost of 1living adjustments as
provided in Section 121.201A(d), and interest, shall accrue monthly
in the fund for the benefit of the DROP Participant. For Members

with 20 or more years of creditable service, as of the prospective

l effective date of Ordinance 26834—3862015-54-E, sSuch interest shall

produce an annual rate of return of 8.40 percent. For Members with

less than 20 years of creditable service, as of the prospective

| effective date of Ordinance 2634-3862015-54-E, such interest shall
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accrue based on the actual net rate of return after the deduction

of all related and direct expenses for the preceding year rate of

return; provided however, that the minimum interest shall be &2.0

percent and the maximum interest shall be 36-6814.40 percent.

Interest calculations shall be administered in accordance with
rules prescribed by the board and interest distributions shall be
credited using the 30-day month/360-day year method of calculation.

* * %
(3) At the conclusion of the Participant's DROP and termination of
employment with the City, the Board shall distribute the
Participant's total accumulated DROP benefits, as soon as
administratively practical, subject to the following provisions:
(1) The board shall receive written verification by the
Participant's employer that such Participant has terminated
employment as provided in subsection (b) (4) (ii) of this Section.
(ii) The terminated DROP Participant or if deceased, such
Participant's surviving spouse or representative, shall elect on
forms provided by the Board to receive payment of the DROP benefits
in accordance with one of the options listed below. For a DROP
Participant who fails to elect a method of payment within 30 days
of termination of the DROP, the Board will pay a lump sum as
provided in subsection (a), below, as soon as administratively
practical. For a surviving spouse of a current or former DROP
Participant who fails to elect a method of payment within 90 days
of the date of death of the current or former DROP Participant, the
Board will pay a lump sum as provided in subsection a., below, as
soon as administratively practical.

* % %
d. Monthly distribution. The account balance shall be distributed
in a monthly amount paid biweekly of substantially equal amounts,

until the DROP account is depleted, over a stipulated number of bi-
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weekly periods to be selected by the Participant or the surviving
spouse, less withholding taxes remitted to the Internal Revenue
Service. Such selection once made, cannot be changed, unless
changed to Option (a) or (b), above. The annual rate of interest to
be factored into such distribution period shall be based on the

actual rate of return; provided however, that the minimum interest

shall be £62.0 percent and the maximum interest shall be

+6-66814.408—4 percent_for Members with less than 20 years of

service as of the prospective effective date of Ordinance 2834—

3862015-54-E. For Members with 20 or more years of service as of

the prospective effective date of Ordinance 2634-3862015-54-E, the

annual rate of interest to be factored into such distribution

period shall be 8.4 percent. Notwithstanding the foregoing, in the

event that the Participant selected a payout period over the
Participant's life expectancy or over the joint life expectancies
of the Participant and the Participant's spouse in order to avoid
the application of the ten percent additional tax on early
distributions reflected in Section 72(t) of the Internal Revenue
Code, such Participant may shorten the number of biweekly payout
periods originally selected by the Participant, provided that the
timing of such modification conforms to the standards described in
Section 72(t) (4) of the Internal Revenue Code.

* % &
(5) DROP Participants shall not be eligible for the disability
retirement benefits provided in Section 121.201A(b) of this
Chapter.

* * %
(e) Cost of 1living adjustment. On the first full biweekly pay
period after April 1, 2000 or as soon as administratively practical
thereafter, and for the first full biweekly pay period after each

succeeding April 1st, the deferred retirement benefit may be
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Subses
increased, under the provisions of Section 121.201A(d) (1), if
applicable.
(f) Health insurance subsidy. DROP Participants are not eligible
for the health insurance subsidy as provided in Section
121.201A(d) (2) of this Chapter until termination of employment is
effectuated.

* * %

(i) Contributions and deductions.
(1) The employer contributions on the salary, as defined in Section
121.113(a) (1) of DROP Participants shall be zero percent.
(2) A deduction of two percent per annum shall be made from all
salaries (as defined in Section 121.113(a) (1)) of DROP Participants
as the contribution from the Participant during the period of DROP
participation, with such amount being credited to the Base Benefits
Fund.

* k %

Sec. 121.211 BACKDROP for Group II Members.

(a) There is hereby created a BACKDROP retirement option (the

“BACKDROP”) to the Retirement Plan, which shall allow any Group II

Member who has 30 or more years of credited service, to elect to

enter the BACKDROP plan. By electing to participate in the

BACKDROP, that Member’s retirement benefits are calculated as if

the member had actually retired at an earlier date, provided

however the BACKDROP period shall not exceed five years.

(b) (1) An eligible Group II Member may elect to participate in

the BACKDROP by submitting the following to the Fund:

(i) One copy of a signed and submitted letter of resignation dated

effective as of the date of election to participate in the

BACKDROP.

(ii) A properly completed BACKDROP application on forms provided by

the Fund, which, once submitted, shall be irrevocable by the
48
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member.

(iii) Subject to Section 121.211(d), the selection of the dates

that begin and end the period of participation in the BACKDROP (the

“BACKDROP Period”). The BACKDROP period shall not exceed five

years.

(iv) An agreement to replace the retirement benefits otherwise

applicable with BACKDROP benefits and a reduced time service

benefit calculated as of the beginning of the BACKDROP Period as if

the BACKDROP Participant had retired as of that date, but payable

starting as of actual retirement at the end of the BACKDROP Period.

(v) Any other documents or information as may be reasonably

required by the Fund.

(2) For purposes of this Section, each eligible member who elects

to participate in the BACKDROP and satisfies all of the

requirements of this Section shall be referred to as a “BACKDROP

Participant”.
(c) A BACKDROP Participant must resign and retire from the City as

of the date of election to participate in the BACKDROP. No

benefits shall be paid under this Section unless and until the

BACKDROP Participant has resigned and retired from the City.

(d) (1) Provided the BACKDROP Participant has satisfied all

requirements set forth in this Section, the BACKDROP Participant

shall be entitled to receive a BACKDROP amount equal to:

(i) The time service retirement benefits pursuant to Section

121.201B the BACKDROP Participant Member would have received had

the BACKDROP Participant actually retired at the commencement of

the BACKDROP Period, and

(ii) Interest on benefits credited pursuant to Section 121.211(a).

The amount of interest to be credited shall be determined pursuant

to Section 121.211(e).

(2) Upon retirement, the BACKDROP Participant thereafter shall be
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the beginning of the BACKDROP period, as defined in Section

121.211(b) (1) (iii) . Should the Member elect to use any year oOr

partial year of service which occurred prior to reaching 30 years

of credited service in their BACKDROP period, the retirement

benefit otherwise calculated for those years will be reduced by two

percent of average salary as defined in Section 121.113(a) (2). The

reduced time service benefit will be calculated as follows:

Number of years of Retirement Benefit as a of
Credited Service at Percentage of Average
Commencement of BACKDROP: Salary as defined in Sec.

121.113(a) (2) :

25 but less than 26 52.50%
26 but less than 27 57.00%
27 but less than 28 61.50%
28 but less than 29 66.00%
29 but less than 30 70.50%

(e) Interest shall be credited starting from the hypothetical date

the payment would have been made had the BACKDROP Participant

retired as of the beginning of the BACKDROP period to the end of

the BACKDROP period at an annual rate of return, compounded

annually, equivalent to the actual rate of return on the Fund

assets during the BACKDROP period, provided that such rate of

return shall not be less than zero nor more than ten percent.

(f) A BACKDROP Participant shall not be entitled to receive any

cost-of-living increase during the BACKDROP Period. The waiting

period to receive cost-of-living increases, as set forth in Section

121.201B(d), shall commence upon retirement.
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(g) Provided the BACKDROP Participant has satisfied all

requirements set forth in this Section, within 30 days from the

date of expiration of the BACKDROP Period or as soon as practical

thereafter, the Retirement Plan shall disburse the amount of the

BACKDROP Participant’s BACKDROP benefits to the BACKDROP

Participant.
(h) All disbursements made pursuant to Section 121.211(g) shall be

made subject to and in accordance with all applicable provisions of

the Internal Revenue Code.

Section 3. Part 5, Chapter 121 Created. Part 5, Financial
Investment and Advisory Committee, Chapter 121, Ordinance Code, is
hereby created to read as follows:

Chapter 121. POLICE AND FIREFIGHTERS PENSION PLAN

* * *

PART 5. FINANCIAL INVESTMENT AND ADVISORY COMMITTEE

Sec. 121.501. Financial Investment and Advisory Committee

Created. There is hereby created a Jacksonville Police and Fire

Pension Fund Board of Trustees Financial Investment and Advisory

Committee of five persons.

Sec. 121.502. General Responsibilities and Duties of

Financial Investment and Advigsory Committee. The Financial

Investment and Advisory Committee shall have the responsibility and

duty to provide advisory oversight and advice to the Jacksonville

Police and Fire Pension Board of Trustees ("Board") on: (1)
financial wmatters; (2) actuarial practices and assumptions; (3)
investment strategy and policy; (4) the selection of outside

financial services providers, including investment managers and

advisors; and (5) such other matters as requested by the Board.

Sec. 121.503. Financial Investment and Advisory Committee;
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Membership, Appointment and Terms.

(a) Financial Investment and Advisory Committee members shall be

financially sophisticated professionals with expertise in any or

all of the following competencies: actuarial science, fiscal

operations, or investment practices. Criteria for service will

include knowledge, of and experience and familiarity with,

portfolio and/or pension fund management, institutional investment

and fiduciary responsibilities.

(b) Members of the Financial Investment and Advisory Committee

must be residents of Duval, Nassau, St. Johns, Baker or Clay

County, Florida. Each member will be nominated by the Board and

confirmed by the City Council to serve in a voluntary capacity.

(¢) The term of office shall be three years. No person shall

serve more than three consecutive terms. Of the five persons

selected to serve on the initial Committee two members shall serve

initial terms of two years. In its confirmation of the Committee

Member nominee, the City Council shall designate whether the

initial term is for two or for three years.

Sec.121.504. Financial Investment and Advisory Committee;

Relationship with Police and Fire Pension Fund Board of Trustees.

(a) With regard to general strategy matters such as actuarial
practices and assumptions, asset allocation, accounting
determinations, risk management, actuarial assumptions, the

Financial Investment Advisory Committee may at any time provide

advice and recommendations to the Board, which shall receive and

act upon such advice and recommendations as the Board, in its

fiduciary capacity, shall determine.

(b) With regard to the selection (or deselection) of individual

investment managers, the Board of Trustees shall not select any

investment manager without first obtaining the advice and

recommendation of the Financial Investment and Advisory Committee
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which, with the assistance of the professional staff of the Board,

shall review any and all potential asset/investment managers. In

selecting (or deselecting) the Board will then make its decision(s)

taking into account Financial Investment and Advisory Committee

recommendations as well as other information available to the

Board.

(c) With regard to the selection (or deselection) of other

professionals or professional services, including, but not limited

to, actuaries, the Financial Investment and Advisory Committee

shall furnish advice and recommendations to the Board as requested

by the Board, following such processes as may be determined with

respect to the particular selection (or deselection).

(d) Notwithstanding any provision of this section, nothing shall

prohibit the Board from immediately removing a financial advisor,

manager, consultant or custodian, when in the opinion of the Board,

with the advice of the Investment Consultant, such action is

necessary to safeguard the Fund from loss. The assets held by any

such deselected manager shall be placed in a pre-selected index

fund for the same class of investment until a replacement manager

can be selected as provided for in this section.

Sec. 121.505. Financial Investment and Advisory Committee;

Fiduciary Responsibilities; Improper Business Relationships.

(a) Financial Investment and Advisory Committee members shall be

deemed to be fiduciaries of the Police and Fire Pension Fund. Each

member individually and the Financial Investment and Advisory

Committee as a whole shall be required to undergo periodically any

and all fiduciary and ethical training required by the Board or by

ordinance.

(b) Financial Investment and Advisory Committee members shall

comply with all requirements of state law with regard to annual

public conflict disclosure statements required by members of other
53
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public agencies and boards.

| (c3—*) No business organization or affiliate thereof that is owned

or controlled by, or employs, a member of the Financial Advisory

and Investment Committee or a spouse, child or sibling of a member

of the Financial Investment and Advisory Committee shall directly

or indirectly contract with or provide services for the investment

of Police and Fire Pension Fund assets during the time of such

member’s service on the Financial Investment and Advisory Committee

or for two (2) years thereafter.

: § ] ; ; ) : ; e ¢ 14 3 g

Pensieon—Fund—-
Sec. 121.506. Financial Investment and Advisory Committee;

Miscellaneous Provisions.

(a) The Financial Investment and Advisory Committee shall annually

elect a chair and secretary from its members.

(b) The Board shall provide administrative support to the Financial
54






10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

SGupsitroked——Tlereferpred 10110000
Subasteiubed—Aarendcd—r—Seaeted 30040

Investment and Advisory Committee.

Section 4. Part 6, Chapter 121 Created. Part 6, Ethics,
Fiduciary Responsibilities and Best Practices, Chapter 121,
Ordinance Code, is hereby created to read as follows:

Chapter 121. POLICE AND FIREFIGHTERS PENSION PLAN

* * &

PART 6. ETHICS, FIDUCIARY RESPONSIBILITIES AND BEST PRACTICES

Sec. 121.601. Police and Fire Pension Fund Board of Trustees

and Executive Director; Fiduciary Responsibilities; Improper

Business Relationships.

(a) Police and Fire Pension Fund Board of Trustees members shall be

deemed to be fiduciaries of the Police and Fire Pension Fund. Each

member individually and the Board of Trustees as a whole shall be

required to undergo periodically any and all fiduciary and ethical

training required by the Board or by ordinance.

(b) Board of Trustee members shall comply with all requirements of

state law with regard to annual public conflict disclosure

statements required by members of other public agencies and boards.

(c+—+3+) No business organization or affiliate thereof that is owned

or controlled by, or employs, a member of the Board of Trustees or

a spouse, child or sibling of a member of the Board of Trustees

shall directly or indirectly contract with or provide services for

the investment of Police and Fire Pension Fund assets during the

time of such member’'s service on the Finaneial —Investment—and

eeeBoard of Trustees or for two (2) years

Pengsion—FPund—will —hnot—be —adversely —impacted—by —Sueh —econtract—or
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Sec. 121.602. Actuarial Assumptions. The assumed annual

actuarial rate of return Jacksonville Police and Fire Pension Fund

at the date of the adoption of this section shall be 7.0%. This

rate shall be modified only as required by law or upon agreement by

the Mayer—and—City—Ceurneit and the Police and Fire Pension Fund

Board of Trustees, based on sound actuarial practices.

Sec. 121.603. Actuarial and investment reports.

{a) The Police and Fire Pension Fund Board of Trustees shall have

the duty to have an annual actuarial valuation of the Police and

Fire Pension Fund performed by the Board of Trustee's actuary.

This valuation shall be performed as of October 1 of each year. The

annual actuarial valuations shall be completed and delivered as

expeditiously as possible to the Board, the Financial Investment

and Advisory Committee, the City’s Director of Finance and to the

City Council Auditor promptly upon completion but, in any event,

the Board of Trustees shall have the valuation analyses and reports

completed and delivered no later than 120 days after October 1. The

120-day deadline set forth herein is conditioned upon the City

promptly responding to reasonable requests made by the Board of

Trustees to the City for information necessary for the preparation

of such valuations.

(b) In addition to following all professional standards and
56
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requirements for actuarial analysis and reporting, the Board of

Trustees will utilize the following approaches and assumptions:

(1) Annual actuarially required contributions

calculations based on most recent actuarial assumptions;

(2) AlternmativeNo fewer than two alternative funding

scenarios based on variable investment performance in addition to

the base case, that extend to future vyears and incorporate

volatility;

(3) The latest ‘“experience studies” prepared by the

Board's actuary;

(4) Consistency in actuarial methods;

(5) Accrual method: Entry Age Normal (EAN);

(6) Annual normal cost disclosure, using a separate

annual normal cost disclosure for each pension group as those

groups are defined in Part 2, Chapter 121, Ordinance Code; and

(7) Unfunded liabilities will be amortized as separate

annual bases over closed 30-year periods or less, unless otherwise

required by law.

(c) The actuarial practices will be consistent from year to year

unless changed through an ‘“experience study” or decision of the

Board, with advice from the Financial Investment and Advisory

Committee, or unless necessary for compliance with applicable laws

or regulations.

(d) The Board of Trustees must distribute to City’s Chief Financial

Officer and City Council Auditor the Police and Fire Pension Fund's

quarterly investment return reports. These reports must, at a

minimum, show gross gain/loss results as well as gain/loss results

net of investment fees. These quarterly reports must also include

comparisons to (1) assumption and benchmarks of the Police and Fire

Pension Fund and (2) results of comparable pension funds.

Sec. 121.604. Annual Financial Statements.
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(a} On or before January 31 of each year, commencing with the first

January following the prospective effective date of Ordinance 2634—

2862015-54-E, the Board of Trustees shall prepare annual financial

statements for the fiscal year ending the previous September 30 and

submit such annual financial statements electronically or as

otherwise agreed to the Mayor, City Council President, City

Director of Finance, City Council Auditor, and the Treasurer of the

Board; and, on or before March 15 of each year, to the Florida

Department of Management Services (the “Department”) in format(s)

prescribed by the Department.

(b) The annual financial statements shall be in compliance with the

requirements of the Government Accounting and Standard Board's

Statement No. 67, Financial Reporting for Pension Plans and

Statement No. 68, Accounting and Financial Reporting for Pensions,

using the mortality tables and generational projections by gender

most recently available from qualified actuarial sources. If yet

unaccepted updates also are available that suggest 1longevity

improvements beyond accepted tables, then such updates shall be

used in lieu of accepted tables so long as such usage remains

acceptable within GASB requirements and is permitted by applicable

law.

(c) The annual financial statements shall report funding status,

contribution rates and expected normal cost of new benefits earned

using both the current assumed rate of return on investments and

the—grester of 5 4% e¥—an assumed discount rate that is 200 basis

points less than the Fund's assumed rate of return.

(d) The annual financial statements shall provide information

indicating the projected assets, 1liabilities and actuarially

required contributions to the Fund over the following 30 years

based on the Fund's latest valuations and actuarial assumptions.

Sec. 121.605. Public Information. The Board of Trustees
58






10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

shall publish on its website on a timely basis:

(a) all financial and actuarial studies and reports created

pursuant to this Chapter or other law;

(b) minutes of its meetings for the past 3 years on a rolling

basis; and

(c) copies of all reports or studies commissioned by the Board of

Trustees, including, but not 1limited to, experience studies and

investment performance reports.

Sec. 121.606. Ethics, Certification and Disclosure

Requirements for Investment Managers and Advisors.

(a) Any investment manager or advisor of the Police and Fire

Pension Fund who has discretionary authority for any investment of

the fund, any custodian of Fund assets, and any investment

consultant retained by the Board shall agree to certify, annually,

to the Financial Investment and Advisory Committee and to the Board

of Trustees, no later than the January 31 following the previous

calendar year, that:

(1) The investment manager—e*, advisor, custodian, or

investment consultant acknowledges that the manager or advisor

serves as a fiduciary to the Police and Fire Pension Fund and

agrees to be bound by all responsibilities of a fiduciary;

(2) All investment decisions made by the investment manager

e, advisor, custodian, or investment consultant on behalf of the

Police and Fire Pension Fund are made in the best interests of the

Fund and not made in a manner to the advantage of such investment

adviger—eradvisor, manager, custodian, investment consultant, other

persons, or clients to the detriment of the Fund;

(3) Appropriate policies, procedures, or other safeguards

have been adopted and implemented by such manager—e=, advisor,

custodian, or investment consultant to ensure that relationships

with any affiliated persons or entities do not adversely influence
59
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the investment decisions made on behalf of the Police and Fire

Pension Fund;

(4) The investment manager—e*, advisor, custodian, or

investment consultant is not the subject of a claim or litigation

brought by a present or former client or by a regulatory agency

asserting that such investment manager—e=, advisor, custodian, or

investment consultant has breached its fiduciary responsibilities,

or, if such be the case, the investment manager—ex, advisor,

custodian, or investment consultant shall disclose the particulars

of each such claim or litigation;

(5) A written code of ethics, conduct, or other set of

standards, as submitted by the investment manager or advisor to the

Financial Investment and Advisory Committee and the Board of

Trustees and accepted by both the Financial Investment and

Advisory Committee and the Board of Trustees, (i) governs the

professional behavior and expectations of owners, general partners,

directors or managers, officers, and employees of the investment

agdviser—e¥advisor, manager, custodian, or investment consultant;

(ii) has been adopted and implemented; and (iii) is effectively

monitored and enforced; and

(6) Policies of the Board concerning prohibited business

relationships among family members and other related parties have

been complied with.

(b) Any investment manager—e*, advisor, custodian, or investment

consultant of the Police and Fire Pension Fund who has

discretionary authority for any investment of the Police and Fire

Pension Fund shall agree to disclose annually to the Financial

Investment and Advisory Committee and to the Board, no later than

the January 31 following the previous calendar year:

(1) Any known circumstances or situations that a prudent

person could expect to create an actual or potential conflict of
60
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interest, including specifically (i) any material interests in or

with financial institutions with which officers and employees

conduct business on behalf of the Police and Fire Pension Fund, and

(ii) any personal financial or investment positions of the

investment manager—e£, advisor, custodian, or investment consultant

that could be related to the performance of an investment program

of the Police and Fire Pension Fund over which the investment

manager, advisor, custodian, or mamagerinvestment consultant has

discretionary investment authority on behalf of the Police and Fire

Pension Fund; and

(2) All direct or indirect pecuniary interests that the

investment manager—e¥, advisor, custodian, or investment consultant

has in or with any party to a transaction with the Police and Fire

Pension Fund if the transaction is related to any discretionary

investment authority that the investment manager or advisor

exercises on behalf of the Police and Fire Pension Fund.

Section 5. Article 22 of the Charter Amended. As authorized
by Sections 175.061 and 185.05 Florida Statutes and the Charter of
the City of Jacksonville, Section 22.02 of the Charter of the City
of Jacksonville is amended to read as follows:

ARTICLE 22. JACKSONVILLE POLICE AND FIRE PENSION BOARD OF

TRUSTEES.

Sec. 22.02. - Membership.
(a) The membership of the Jacksonville Police and Fire Pension
Board of Trustees shall consist of five members, of whom two shall
be legal residents of the City of Jacksonville appointed by the
city council; one shall be a police officer elected by a majority
vote of the police officers who are members of the pension fund,
and one shall be a firefighter elected by a majority of the

firefighters who are members of the pension fund, and the last
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shall be chosen by a majority of the previous four members. The
fifth member's name shall be submitted to the City Council, which
shall, as a ministerial act, appoint such person as the fifth
member of the board. Effective for all new appointments after July
1, 2005, each resident member shall serve as a trustee for a period
of 4 years, unless sooner replaced by the City Council at whose
pleasure he or she shall serve, and may succeed himself or herself
as a trustee. Effective for all elections after July 1, 2005, the
police officer and firefighter members shall serve as trustees for
a period of 4 years, unless they shall sooner leave the employment
of the city as a police officer or firefighter, whereupon the class
of employees whose elected representative has left office shall
elect a successor to fill the unexpired term of office as provided
for in this section. Each employee member may succeed himself or
herself in office. Members shall continue to serve until their
respective successors are appointed, elected, or selected. Trustees

chosen and appointed by the City Council, as well as any persons

selected as the fifth member of the Trustees by the other four

trustees, shall continue to be persons with professional financial

experience and/or public pension experience, governance experience,

institutional investment experience, community experience and

wisdom, or comparable professional training, knowledge, and

expertise. Trustees chosen and appointed by the City Council shall

not be a participant or be enrolled in a City of Jacksonville

pension, shall be limited to a maximum of two four year terms, and

shall have at least 10 years of professional financial experience.

Section 6. Ratifieatien—Diselaimer— Netwithstanding —any
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Seetion—7-—Approval of 206142015 Retirement Reform Agreement;

Authorization to Execute and Implement.

There is hereby approved and the Mayor, or his designee, and the
Corporation Secretary are authorized to execute and deliver, for
and on behalf of the City, the 26342015 Retirement Reform Agreement

in the form attached as Feurth-—Rewvised—Exhibit 1,—labeled—as

X
7 7 7

Fleer’s, and take, or cause to be taken, for and on behalf of the
City, such further action as is necessary to effectuate the purpose
of this Ordinance. The Agreement as set forth in Feurth Revisged

Exhibit 1,

Deecember—9—20814——Fleertl—herein replaces—and-supersedes the terms
of the existing Police and Fire Pension Plan. It is intended that

(1) rather than having multiple agreements regarding Police and

Fire Pension Fund governance, administration, and benefits, there

be one agreement, i.e., the Agreement attached hereto as Exhibit 1,

which incorporates unchanged provisions of previous agreements

regarding Police and Fire Pension Fund governance, administration,

and benefits as well as all amended and additional provisions; (2)

there be no lapse either in time or effect between this plan and

such superseded plans; and (3) there be no lapse either in time or

effect between Ordinance 2015-54-E and Ordinances 2000-1164-E,

2003-303-E, 2003-1338-E, 2006-508-E.

Section &7. Actuarial Impact Statement. The actuarial impact
statement required by Section 112.63(3), Florida Statutes, as a
condition to any proposed change in retirement benefits, is

attached as Exhibit 2.
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Section $98. Interpretation. Any Ordinance or part of any
Ordinance in conflict with the provisions hereof is repealed to the
extent of the conflict. Should any part of this Ordinance be held
invalid by a court of competent jurisdiction, the remainder of this
Ordinance shall continue in full force and effect and it shall be
presumed that this Ordinance was adopted without the invalid
provision.

Section 169. Savings Clause. The Agreement as set forth in
Feourth—Revised—-Exhibit 1, Ilaobeled—as—Fourth Reviced Bxhibit—I—
Feurth—Rev—Agmt—Deecember—9—2034—Fleor’ —herein—replaces—and
supersedes the terms of the existing Police and Fire Pension Plan.
It is intended that there be no lapse either in time or effect
between this plan and such superseded plans. Any Ordinance or part
of any Ordinance in conflict with the provisions hereof is repealed
to the extent of the conflict and should any part of this Ordinance

or Agreement attached hereto as Feurth-Rewvised Bxhibit 1, labeled

W
7 7 T

FleextExhibit 1 be held invalid by a Court of competent
jurisdiction, the remainder of this Ordinance and the Agreement

shall continue in full force and effect and it shall be presumed

that this Ordinance and the Agreement were adopted without the

invalid provision. In—partieuvlar—should—the—term—of -theattached
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extent that anything contained herein may be inconsistent with
state or federal law, such law will control.

Section 1110. Authorizing the Council Auditor’s and General
Counsel’s Office to make “Technical Amendments”. The Council
Auditors and the General Counsel’'s Offices are authorized to take
all necessary action 1in connection with this legislation, to
execute the finalization and codification of the legislation to
effectuate the purposes of this Ordinance as recommended by the
Council Committees and enacted by Council, without further Council
action, provided such changes and amendments are limited to
"technical amendments" including updating division, and
departmental name changes throughout the code, and do not change
the fiscal impact or substantive provisions and, further provided,
that all such amendments shall be subject to appropriate legal
review and approval by the General Counsel, or designee, and all
other appropriate official action required by law.

Section 1211. Sunset. Ordinance 2634-3862015-54-E shall
sunset, be repealed, be null and void, and be of no further effect
if the Police and Fire Pension Fund Board of Trustees does not

approve and execute the Agreement (Feurth —Reviged —Exhibit 1,

14 Flesrti—as approved by 28343862015-54-E, on or before

Jangary—35 ¢ 2015
Section 1312. Prospective Effective Date of Ordinance 20i4-

3862015-54-E. Notwithstanding the terms of Section 3413, the
provisions of this Ordinance other than Sections 4310 and 211,
shall not become effective until such time as implementation of a
permanent funding source has been advanced by the Mayor and enacted
by Ordinance by the City Council, that provides a minimum payment
of $40 million each year for ten consecutive years, or an

equivalent present value amount, in addition to the City’s annual
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required contribution to the Police and Fire Pension Fund, to be
used solely to reduce the unfunded liability of the police and fire

pension fund.

I Section 3413. Effective Date. This Ordinance shall become

effective upon signature by the Mayor or upon becoming effective
without the Mayor’s signature.

Form Approved:

s/ PHarsarnet TH—Sidman—

Office of General Counsel

Legislation Prepared By: \shley Benson

e o i T e o ~doel: \General Litigation\ABenson\2015-54.doc
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2015 Retirement Reform Agreement

Revised on December-9,-2014 January 21, 2015

By

THE CITY OF JACKSONVILLE

And

THE JACKSONVILLE POLICE AND FIRE PENSION FUND
BOARD OF TRUSTEES

Moderated by Rod Smith, Esquire





SETTLEMENT AGREEMENT

WHEREAS, the City of Jacksonville is consolidated within the State of Florida; and

WHEREAS, the retirement Plan for Jacksonville law enforcement officers and
firefighters is administered by the Jacksonville Police and Fire Pension Fund Board of Trustees
(hereinafter referred to as the “JPFPF”, “Board” or “Pension Plan”), an independent agency of
the City of Jacksonville created by special act of the Florida Legislature; and

WHEREAS, the Jacksonville Association of Firefighters (Local 122, International
Association of Firefighters), which is the collective bargaining agent for all firefighters and their
ranked superiors, and Fraternal Order of Police Lodge 5-30, which is the collective bargaining
agent for all law enforcement officers and their ranked superiors, hereinafter referred to as the
"Unions", are bargaining units certified in accordance with Florida law that presented waivers as
to their right to collective bargaining on pension benefits; and

WHEREAS, the City and the JPFPF (collectively referred herein as “the Parties”) have a
shared desire to resolve those-cestainall retirement issues as_specifically set forth herein for the
benefit of taxpayers and JPFPF members; and

WHEREAS, the Parties recognize that the modifications made within this Agreement
(hereinafter referred to as the “20142015 Agreement” or “this Agreement”) will achieve

significant financial savings for taxpayers and improved JPFPF solvency for its members; and





WHEREAS, the Parties recognize and agree that it is in the best interest of the members
of the JPFPF as well as the citizens of the City of Jacksonville that these-certainall disputes as
related to the provisions_specifically herein be resolved, without the need for further litigation;
and

WHEREAS, the Parties represent that they will in good faith, present and support the
terms of this 20442015 Agreement to their respective elected and/or appointed officials and use
their best efforts to obtain the approval of said officials necessary for the implementation of the
20442015 Agreement.

WHEREAS, the Parties wish and intend to compromise and resolve the instant dispute
without further negotiation, adversarial proceedings or litigation, and each without admitting any
wrongdoing or liability to the others;

NOW, THEREFORE, in consideration of the premises, mutual covenants and promises
set forth herein, and for good and valuable consideration, the receipt, adequacy and sufficiency of

which are hereby acknowledged, the Parties agree to the following:

L DEFINITIONS:

As used in this agreement the following terms shall be defined as follows:

A. Actuarial Assumptions - Assumptions as to the occurrence of future events
affecting the plan costs. Demographic assumptions include (but are not
limited to) rates of mortality, withdrawal, disablement, retirement, marital
status and spousal age; economic assumptions include (but are not limited to}
rate of future inflation, rates of investment earnings (based on actuarial value
of assets and including asset appreciation or depreciation) and rate of salary

increases; demographic/economic combination assumptions include rate of





future plan payroll growth. Methods of valuing assets and actuarial cost
methods are also defined for purposes of this Agreement as actuarial
assumptions.

Actuarial Gain and Loss - A measure of the difference between actual
experience and that expected based upon a set of actuarial assumptions,
during the period between two actuarial valuation dates, as determined in
accordance with the frozen entry age actuarial cost method. The effect on the
actuarial present value of future normal costs resulting from changes in the
actuarial assumptions, the actuarial cost method, or plan provisions should be
described as such, and are not treated as actuarial gains or losses. Actuarial
gains and losses are recognized through a reduction or increase in future
normal cost. The elements of experience generally include but are not limited
to:

Rate of investment return (based on actuarial value of assets)
Rate of salary increase

Rate of Member deaths, disabilities, withdrawals, and retirements
Expense Levels

Marital status and age of spouse

Base Benefits - Those benefits provided by the Plan that are considered the
standard or base level of benefits provided to Members.

Base Benefits Fund — The assets pledged to provide Plan benefits. The Base
Benefits Fund shall exclude the Enhanced Benefits Account and the City
Budget Stabilization Account.

Board — The Jacksonville Police and Fire Pension Fund Board of Trustees.





Chapter Funds - Insurance premium tax rebate monies collected pursuant to
Chapter 175 and 185, Florida Statutes.

City - The consolidated City of Jacksonville/Duval County now collectively
known as the City of Jacksonville.

City Actuary - The actuary designated by the City who shall perform such
duties and responsibilities as are required for the successful implementation
of the 26142015 Agreement, and assisting the City in determining
appropriate contributions to the Fund.

City Contribution Rate - The percentage of Valuation Payroll payable to
the Base Benefits Fund by the City. The rate shall be determined as the City
Funding Requirement, less revenues derived from fines and forfeitures, the
Qualified Member Contribution Rate, the use of Chapter Funds as further
outlined in this agreement, and any assessment against the City Budget
Stabilization Account.

City Funding Requirement — The minimum contribution requirements of
the Plan that is the responsibility of the City equal to the total Base Benefit
funding requirement, less the revenues derived from the Member Funding
Requirement.

Enhanced Benefits — Retirement Benefits in excess of Base Benefits.
Enhanced Benefit Account — The account established to hold the Enhanced
Benefit revenues until they are assigned to provide Enhanced Benefits.
Enhanced Benefit Revenues — Those uncommitted Chapter Funds

recognized in this Agreement and earnings thereon.





Fund — The entire Police and Fire Pension Fund, including its corpus and
earnings which is regulated by City Ordinance and State law. The funds shall
include the Base Benefits Fund, the Enhanced Benefits Account, and the City
Budget Stabilization Account.

Member — As distinguished from Participant, the active police officers and
firefighters contributing revenue to the Plan.

Member Contribution Rate - The percentage of payroll payable to the Base
Benefits Fund by the Member.

Member Funding Requirement — Those funds required to be provided by
the Member to meet minimum contribution requirements applicable to
provide Base Benefits under the Plan.

Participant - As distinguished from Member, the inactive beneficiaries of
the Plan, either retired receiving benefits or vested inactive and awaiting
eligibility for benefits or surviving spouses and minor or disabled children.
Payroll - The Salaries of police officers and firefighters who comprise the
Members of the Pension Fund upon which contributions and benefits are
based.

Pension Fund - See Fund above.

Plan - The enabling ordinance code provisions and this Agreement which
together define assignments of funds in the Fund and the benefits provided to
covered Members and Participants.

Plan Actuary — The actuary designated by the Board to prepare such
analyses as are required by law and this Agreement and as may be necessary

in the conduct of the Board’s business. The Plan Actuary shall prepare





AA.

BB.

CC.

DD.

valuation reports in satisfaction of Florida Statues using established actuarial
assumptions and actuarial cost methods.

Annual Discretionary Bonus — This bonus is identified in Ordinance 2006-
508-E and is also sometimes referred to as the “holiday bonus”.

Salary - This includes Member’s base salary, longevity, City college
incentive, enhanced certification pay, emergency operation and hazardous
duty pay; shift differential, and "upgrade" pay; and excludes all overtime,
state incentive pay, reimbursed expenses and allowances such as
cleaning/clothes allowances, and payments for unused accrued time.
Trustees — Same as Board above.

Uncommitted Chapter Funds — Those past and future Chapter Funds that
have not been assigned to the Base Benefits Account or a specific reserve
account, or which have not been committed to the fund Enhanced Benefits.
DROP - The Deferred Retirement Option Program as set forth in 121.209,
Ordinance Code.

Qualified Members — Employees of the City of Jacksonville who have
elected to participate in the Deferred Retirement Option Program.

Qualified Member Contribution Rate - The Qualified Member
Contribution Rate is two percent (2%) and shall be payable to the Base
Benefits Fund.

City Budget Stabilization Account — The account established to hold funds
transferred from balances maintained in the previously established reserve
accounts for use in fulfilling a portion of the City Funding Requirements. The

corpus and earnings generated from such account balance shall be utilized





until exhausted to provide stability in the periodic establishment of the City
Contribution Rate and in giving to the City greater flexibility in its funding
options.

EE. Year — The last 26 consecutive pay periods, for purposes of the benefit

provisions of this Agreement only.

IL INTRODUCTORY MATTERS

A. The above recitals are true and correct and are incorporated herein; and
B. The Parties have had the opportunity to obtain legal counsel of their choice; and
C. The Parties acknowledge and agree that this settlement is a compromise of

disputed allegations, claims and demands, and that the 26442015 Agreement shall not be
construed as, or deemed to be evidence of, an admission or concession of any fault, liability or
damage whatsoever by the Parties; and

D. Except as otherwise provided herein, the 26442015 Agreement shall take effect on
the Prospective Effective Date and expire on September 30, ten calendar years after the
Prospective Effective Date; and

E. The 26442015 Agreement supersedes and-replaces-all prior settlement agreements

between the Parties and all amendments thereto without lapse in time; and

F. Upon the Prospective Effective Date, the provisions of the 26442015 Agreement
shall be incorporated into a consent judgment in the case of Randall Wyse, et al vs. City of
Jacksonville, et al., Case No.: 3:13-cv-121-J-34MCR. The Federal court shall retain jurisdiction
for the enforcement of the Agreement and the resolution of any disputes arising thereafter. The
Parties acknowledge the Court’s power to enforce the 26442015 Agreement, and move for the

Court to provide an annual review of the Parties’ compliance with the Agreement’s terms. To





the extent that the Court declines the annual review obligation, the parties agree to meet and

choose a mutually acceptable judge, attorney or special master to serve in this monitoring role;

and

IIL. CITY ORDINANCE CODE/JPFPF POLICIES AND REVISIONS THERETO
The City of Jacksonville and the JPFPF agree to the following matters to be incorporated
into the City Ordinance Code and any applicable JPFPF policies and/or procedures on the
Prospective Effective Date, or as soon as possible thereafter, upon approval by the Board, City
Council, and Mayor:
A. PENSION DESIGN
The Parties hereby agree to the following pension design and modifications:
1. EMPLOYEES HIRED ON OR AFTER THE PROSPECTIVE EFFECTIVE

DATE (“NewGroup II Employees”)
a. Vesting. The vesting period will be 10 years.

b. Retirement Age. Employees may retire with 30 years of service.
c. Accrual Rate. Employees will earn their pension with an accrual rate of 2.5% for

each year of service, subject to a cap of 75% of Final Average Compensation.





d. Early Retirement. An employee may take early retirement only between 25 years
and 30 years of service, and incur a 2.5% accrual rate penalty for any year or part thereof short of
30 years.

i. Notwithstanding this provision, the minimum pension for a person taking
early retirement under this section will be less than 52.5% of employee's Final Average
Compensation.

ii. For any employee who leaves before completing 25 years of service, the
benefit accrual rate would be 2%. No benefit would paid until age 62 for an employee who
retires before reaching 25 years of service.

iii. Prior to reaching 10 years of service, the Member receives a refund of 100%
of Member Contributions.

e. DROP. The Deferred Retirement Option Program ("DROP") is eliminated.

f. Back-DROP. Back-DROP may be employed up to five years, upon reaching 30
years of service.

i. Any employee whose Back-DROP period includes years of service less than
30 will incur a 2% accrual rate penalty for each of those years.

ii. The interest rate for the Back-DROP is the actual rate of return of the Plan;
provided however, in no year will the employee earn less than 0%, and in no year will the
employee earn more than 10% regardless of the actual rate of return of the Plan.

g. Cost of Living Adjustment (COLA) on_ Retirement Benefits. Retirees will
receive a COLA that is the lesser of 1.5% or the Social Security COLA, applied each January,
beginning on the third January following the commencement of the retiree’s benefits.

h. Final Average Compensation. Final Average Compensation (FAC) is based

on the last 60 months (130 pay periods) of employment. Shift and differential pay are

10





included in the wages for pension calculation. However, the shift pay included in the calculation
may not exceed 125% of the shift pay earned during the five years prior to the FAC period,
adjusted for promotion.

i. Employee Contribution. Employees will make a pre-tax contribution of 10% of
salary.

j- Spousal Benefits. A spouse will be paid 75% of the retiree's pension without cost
(following retiree death).

k. Child Benefit. $200.00 per month per child, up to maximum member benefit,
prorated if exceeding maximum member benefit, until child turns 18 years of age. Child benefit
includes that benefits defined in Section 121.206, Ordinance Code.

l. Orphan Benefit. Same as spouse. Combination of benefits prorated for orphaned
children cannot exceed maximum member benefit. Benefits end when orphan turns 18 years of
age, unless orphan meets the requirements of Section 121.207, Ordinance Code.

m. Child Disability Benefit. Shall be that as defined in Section 121.206(d),
Ordinance Code.

n. Preretirement Death Benefits. Spouse’s benefit of 75% of projected normal
retirement benefit, plus $200.00 for each child to age 18, prorated if necessary, with overall
maximum benefit of 100% of projected normal retirement benefit.

o. Adjustment Supplement. Members will receive an adjustment supplement of
$5.00 per month for each year of service; provided, however, the supplement shall not be less
than $25.00 per month or more than $150.00 per month.

p. Disability Pensions. Disability pensions will be provided at 50% of earnings base.

11





q. Benefit Cap. The maximum annual benefit paid will not exceed $99,999. This cap
will be indexed to inflation, with the annual cap increase set at the lesser of 1.5% or the Social
Security COLA.

2. CURRENT EMPLOYEES (““Group I Employees’)

a. Vesting. The vesting period will be 5 years.

b. Retirement Age. Employees may retire with 20 years of service.

c. Accrual Rate. Employees will earn their pension with an accrual rate of 3% for
the first 20 years of service then 2% for each additional year of service with a maximum of 80%
of Final Average Compensation.

d. Early Retirement. Prior to reaching 5 years of service, the Member receives a
100% refund of Member contributions. After 5 years of service, the Member may elect to vest
their accrued benefit at a rate of 3% of average salary of the last 2 years of service times the
years of service with payments to begin at normal time service date.

e. Spousal Benefit. A spouse will be paid 75% of the retiree's pension without cost

(following retiree death).

f. Child Benefit. $200.00 per month per child, up to maximum member benefit,
prorated if exceeding maximum member benefit, until child turns 18 years of age. Child benefit
includes that benefits defined in Section 121.206, Ordinance Code.

g. Orphan Benefit. Same as spouse. Combination of benefits prorated for orphaned
children cannot exceed maximum member benefit. Benefits end when orphan turns 18 years of
age, unless orphan meets the requirements of Section 121.207, Ordinance Code.

h. Child Disability Benefit. Shall be that as defined in Section 121.206(d),

Ordinance Code.
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i. Disability Pensions. Disability pensions will be provided at 60% of the average
salary for the last 2 years.

j- Preretirement Death Benefits. Spouse’s benefit of 75% of projected normal
retirement benefit, plus $200.00 for each child to age 18, prorated if necessary, with overall
maximum benefit of 100% of projected normal retirement benefit.

k. Adjustment Supplement. Members will receive and adjustment supplement of
$5.00 per month for each year of service; provided, however, the supplement shall not be less
than $25.00 per month or more than $150.00 per month.

l. Employee Contribution. Upon the Prospective Effective Date, current employees
will immediately pay an additional 1% contribution, which is 8% in lieu of the present 7%.
Thereafter, the employee contribution shall increase to 10% as set forth below:

i. Fire Employees. On October 1, 2010, wages for fire members were reduced
by 2%. Once the 2% reduction is restored, the member's contribution (collected by payroll
deduction) will simultaneously increase to 10%; and

ii. Police Employees. On January 1, 2012, wages for police members were
reduced by 3%. Once 2% of this 3% reduction is restored, the member’s contribution (collected
by payroll deduction) will simultaneously increase to 10%; and

m. Final Average Compensation Period. For employees with 105 or more years of
services as of the Prospective Effective Date, the Final Average Compensation (FAC) amount is
based on the last 24-menths:-52 pay periods. For employees with less than 105 years of service as

of the Prospective Effective Date, FAC amount is based on the last 48-enths104 pay periods.

However, in no event shall the FAC amount be less than it would have been using the 24 month

period ending on the Prospective Effective Date;
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n. DROP. For employees with less than 20 years of service as of the Prospective
Effective Date, the interest rate for DROP is the actual net rate of return of the Plan, after the
deduction of all related and direct expenses, for the preceding year of the Plan, provided that in
no year will the employee earn less than 2%, and in no year will the employee earn more than
1014.4% regardless of the actual rate of return of the Plan. For employees with 20 or more years
of service as of the Prospective Effective Date, the interest rate for DROP is unchanged and will
remain 8.4%;

0. Cost of Living Adjustment (COLA) on Retirement Benefits. A Cost of Living
Adjustment (COLA) based on each prior annual benefit amount actually received (exclusive of
onetime bonuses or adjustments) shall be provided for retirees and survivors. For Members with
20 or more years of credited service as of the Prospective Effective Date, beginning with the first
bi-weekly pay period in the first January after commencement of benefit and in each subsequent
first bi-weekly pay period in January, the recipient shall be granted a COLA in the amount of
three percent. For Members with fewer than 20 years of credited service as of the Prospective
Effective Date, beginning with the first bi-weekly pay period in the first January after
commencement of benefit and in each subsequent first bi-weekly pay period in January, the
Member shall be granted a COLA equal to three percent applied to the portion of the accrued
benefit based on credited service prior to the Prospective Effective Date, and equal to the Social
Security COLA for the same plan year, but not to exceed feusrsix percent, applied to the portion
of the accrued benefit based on credited service on and after the Prospective Effective Date.

3. CITY CONTRIBUTION RATE

The rate shall be set to meet the City Funding Requirement, as defined by this

Agreement, after consideration of all the City sources of funding, including transfers of funds
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from the City Budget Stabilization Account, provided however, that the City Contribution Rate
shall be at least 7% of Payroll until the entry-age actuarial liabilities of the Plan are fully funded.
The City's contribution will be deposited into the Fund's Pooled Cash Account on a reasonably
timely basis consistent with actuarial requirements. In the event that favorable actuarial events in
the future result in the entry age actuarial liabilities of the plan being fully funded and cause the
City Contribution Rate before consideration of transfers of funds from the CBSA to fall to a level
below 7% of Valuation Payroll, the parties agree to institute a sharing arrangement wherein any
reductions in the City Contribution Rate below 7% shall be matched by an equal reduction in the

Member Contribution Rate.

4. CITY BUDGET STABILIZATION ACCOUNT (“CBSA”)

The City may use monies in the in the CBSA to help meet the City Funding
Requirements in lieu of additional City contributions; however, the use of the CBSA shall be
limited to an amount equivalent to 3.25% of Valuation Payroll thereafter until the unfunded
liability is fully amortized, plus an amount equivalent to the amortization of any net actuarial loss
per year. The Board shall submit an annual report to City Council and the Council Auditors on
the beginning balance, additions, deductions, and ending balance of the CBSA. This shall be

submitted as part of the Board’s annual financial statements.

5. ACTUARIAL GAIN AND LOSS SHARING (“AG&(L)")

The parties agree that “AG&(L)” associated with Base Benefits are the full responsibility

of the City, subject to other provisions herein.

6. OPERATION OF THE ENHANCED BENEFITS ACCOUNT

a. It is the intent of the parties that the purpose of the Enhanced Benefits

Account is to establish a funding account for Uncommitted Chapter Funds. The parties also
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acknowledge that exact cost determinations of Enhanced Benefits payable in the future are not
possible, and therefore, no absolute assurance of fully funding the cost can be made in advance.
Therefore, the Enhanced Benefits Account is recognized for the purpose of holding Uncommitted
Chapter Funds, until an assignment of those funds is made to provide Enhanced Benefits to fund
future costs of new enhanced benefits, at which time the appropriate amount of funds in the
Enhanced Benefits Account will be transferred to the Base Benefit Fund. The Board shall submit
an annual report to City Council and the council Auditors on the beginning balance, additions,
deductions and ending balance of the Enhanced Benefits Account. This report shall be submitted
as part of the Board's annual financial statements.

b. The parties agree that the estimate of costs for new Enhanced Benefits
enacted subsequent to the date of this Agreement, will be apportioned according to the actuarial
cost method into two components: First, the increase in the accumulated value of past normal
costs (actuarial accrued liability); second, the increase in the actuarial present value of future
normal costs, both associated with a particular Enhanced Benefit being considered for inclusion.
The Enhanced Benefit under consideration shall not be approved unless amounts from the
Enhanced Benefits account are transferred to the Base Benefits Fund equal to the full value of
accumulated past normal costs plus the current year's portion of future normal costs associated
with the increase. Also, a commitment must be made to provide for future transfers from the
Enhanced Benefit Account to the Base Benefits Fund for each future year's portion of future
normal costs associated with the increase. Such transfers would take place on or about July 1 of
each year.

C. At each actuarial review, any actuarial losses due to the increase in the
actuarial accrued liability over that expected for any Enhanced Benefit will be met through

transfer of assets in an amount equal to the entire actuarial loss from the Enhanced Benefits
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Account. Similarly, when there are actuarial gains due to actuarial accrued liabilities that are less
than expected for such Enhanced Benefits, assets equal to such difference will be transferred
back to the Enhanced Benefits Account. Similarly, any increase in normal cost associated with
adverse experience due to the Enhanced Benefit will be met through additional assets transferred
from the Enhanced Benefits Account to the Base Benefit Fund; any decrease in normal cost will
be recognized through fewer assets transferred from the Enhanced Benefits Account to the Base
Benefits Fund.

d. Deficits in Enhanced Benefits shall not be paid by increased City
Contributions but shall be paid by members of the Fund.

e. Any proposed ordinance, enhancing benefits pursuant to this Section shall
be accompanied, as a condition precedent to enactment by the Council, by the Plan Actuary's
certificate that (1) there are sufficient monies available and uncommitted in the existing
Enhanced Benefits Account to fully provide for the increased contribution requirements
associated with the new Enhanced Benefit, so that the City's obligation to the Plan shall not be
increased by virtue of any benefit change, nor shall the City's right to a reduction of its
obligations, as set forth in this Agreement, be affected, and (2) the Actuarial Assumptions which
support the Enhanced Benefits shall be consistent with all Actuarial Assumptions used in the
previously most recent assumptions adopted in establishing the City's Contribution Rate and, (3)
reasonable efforts have been made to inform the City Actuary of the proposed legislation and the
actuarial support for the legislation. The full actuarial valuation by the Plan Actuary shall be
approved by the State of Florida Department of Administration, Division of Retirement, to be
reasonable and acceptable under applicable state standards.

7.  PLAN ACTUARY
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a. There shall be a Plan Actuary who shall be designated by the Board to
prepare such analyses as required by law and this Agreement, and as may be necessary in the
conduct of the Board's business. The Plan Actuary shall prepare valuation reports in satisfaction

of Florida Statutes using established actuarial assumptions and actuarial cost methods.

b. The parties recognize that one of the functions of an actuary is to make

various discretionary actuarial assumptions which may have impacts on the City budget process.

& In order to protect the Board and the City, the Board and the City may
each have their own actuary to address Fund matters. The Board’s actuary shall be designated as
the Plan Actuary and the City’s actuary shall be designated as the City Actuary. Both the Plan
Actuary and the City Actuary shall be an enrolled actuary who is enrolled under subtitle C of
Title III of the Employee Retirement Income Security Act of 1974 and who is a member of the

Society of Actuaries or the American Academy of Actuaries.

d. The Parties recognize that valid Actuarial Assumptions may fall within
legitimate ranges and since these assumptions are in reality an expression of fiscal policy, the
parties agree to the following protocol for the manner of adopting Actuarial Assumptions and
having the City’s contribution set:

i. Changes to the Actuarial Assumptions shall be proposed by the
Plan Actuary and endorsed by the City Actuary. In the event the Plan Actuary and the City
Actuary cannot reach agreement on actuarial assumptions, the Plan Actuary and City Actuary
shall agree on an impartial third actuary (who also meets the qualification in subparagraph c.
above), who shall resolve all disputes between the actuaries and whose decision shall be final

between the Board and the City.
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ii. Changes made to actuarial assumptions shall be recognized as
actuarial gains or losses and ratably shared as provided for in this Agreement.

iii. Contribution rates developed pursuant to annual actuarial
evaluations shall be implemented in the next fiscal year in which it may be reasonably
incorporated in the City budget. (e.g. the rates developed for the 1992 actuarial review would be
implemented in the fiscal year 1993-94 budget.)

8. MANDATORY PARTICIPATION

The City agrees to require police officer and firefighter applicants for employment to
comply with Board medical standards, including waiver requirements, prior to employment,
consistent with federal law. The Board agrees that all applicants cleared for employment in the
City shall be admitted into the Pension Fund subject to lawful waiver provisions and that the
Board will establish a due process procedure for applicants to challenge waivers imposed by the
Board.

9. COOPERATION

The Parties agree to make available to each other on a continuing basis all information
that is necessary to insure the success of this Agreement and to avoid the creation of any further
disputes, to execute any and all documents necessary to fulfill the terms of this Agreement, and
to work harmoniously to enforce the provisions of this Agreement, and all pension ordinances
and statutes, and to avoid obstruction of either party's rights under the law or this Agreement.
The Parties further agree to harmoniously recodify existing police and fire pension ordinances
consistent with the intent of this Agreement and existing practice.

Both the City and the Board hereby covenant and agree that they shall neither take any

action nor fail to take any action, nor, to the extent that they may do so, permit any person to take
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any action which, if either taken or not taken, would adversely affect the terms of this
Agreement.

10. FUND ACCOUNTING

The City shall, upon the request of the Board, promptly withdraw from the Fund's Pooled
Cash Account maintained by the City, all biweekly and other contributions to the Fund, which
are in excess of bi-weekly distribution requirements and liabilities, and deposit them into a Fund
account designated by the Board. Similarly, the Board agrees that the Fund's Pooled Cash
Account maintained by the City shall be maintained with a positive balance and, upon request of
the City, agrees to transfer funds to the Fund's Pooled Cash account to address any deficit in said
account and to compensate for negative earnings associated with the Pooled Cash Account, from
other Fund accounts when necessary to preserve the positive cash balance.

11. BUDGET, TRAVEL, AND PURCHASING

The obligations of the Board and its trustees, officers, agents, and employees, with regard
to budget and purchasing shall be in accordance with Article 22 of the City Charter. However,
the Board shall prepare and submit its budget for approval each year to the City Council by the

first of July of each year. _Approval of said budget shall not be unreasonably withheld.

Additionally, the Board agrees to follow the Purchasing Code of the City of Jacksonville. Travel
of the aforedescribed persons shall be regulated and in accordance with Chapter 112, Florida
Statutes.

The Board, in recognition of its fiduciary responsibility to the City, which is the sponsor
of the Plan, will establish rules, policies, and procedures including, but not limited to, budget,
personnel, and accounting. In establishing those rules, policies, and procedures, the Board agrees

to take notice of the provisions of the City of Jacksonville Ordinance Code.
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A copy of any rules, policies, and procedures and amendments thereto will be filed for
informational purposes with the Secretary of the City Council.

The Board recognizes its function as a public agency and its accountability to the public
through public records, public meetings, and other laws in the conduct of its business. The Board
has in the past and will in the future welcome and respond to any City Council audit.

12. CITY FUNDING SOURCES

The parties agree that for the purposes of defining the sources of City funding for all past
and future years, the sources included those funds (1) payable by annual appropriation
ordinances, (2) received from county court fines and forfeitures, (3) provided by the Member
Contribution Rate, (4) provided by the Chapter Funds as otherwise described in this agreement,
and (5) available and applied from the City Budget Stabilization Account. Each source shall be
separately identified.

13. MISCELLANEOUS TIME SERVICE PURCHASE PROVISIONS

Any active Member of the Police and Fire Pension Fund who is not a retiree and who has
not attained vested status under any other governmental retirement system shall be entitled to
purchase time service credit for up to five years of full-time employment as a Police Officer
under the provisions of F.S. Ch. 943, or as a certified Firefighter under the provisions of F.S. Ch.
633. Notwithstanding the preceding sentence, any active member of the Police and Fire Pension
Fund who is not a retiree and seeks to purchase time service credit as a Police Officer under the
provisions of F.S. Ch. 943, or as a certified Firefighter under the provisions of F.S. Ch. 633,
under this paragraph for service with another government in Duval County, shall be entitled to
purchase up to 5 years of such time service credit provided such service kasis not been
usedutilized for entitlement for benefits under any other pension system. To be entitled to

pension credit, a Member shall make application to the Board at any time prior to retirement.
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Furthermore, the employee shall pay into the Pension Fund a sum equal to 20 percent of his or

her current monthly salary multiplied by the number of months (60 months maximum) for which

credit is being sought, on such terms as the Board shall determine.

B. NEGOTIATION OF PENSION BENEFITS

’ From and after the Prospective Effective Date, the JPFPF shall not engage in the

determination of pension benefits and shall leave the negotiation and future modification of

pension benefits to elected City officials and certified bargaining agents. Nothing in the
I 20142015 Agreement shall be construed to impair the rights provided under Article 1, Section 6
of the Florida Constitution or Chapter 447, Florida Statutes. All subjects of collective
bargaining, including but not limited to pension or retirement benefits, shall be subject to the
requirements of Chapter 447, Florida Statutes. The City and any authorized certified bargaining
agent shall have the rights under and be subject to, the provisions of Chapter 447, Florida
Statutes, including but not limited to, the requirement for negotiations, the term limitation set
forth in Section 447.309(5), Florida Statutes, and the impasse process. The City retains-at-rishts

toagrees that it will not unilaterally take-action-that-alters-alter the pension benefits (pension-or

oetherwiselof Group I Employees, as authorized usnaderby Section 447.403(4)(d). Florida

lawStatutes, for a period of 10 vears from the Prospective Effective Date of this Agreement.

Nothing herein shall be construed to waive the City’s or the certified bargaining agent’s right to

demand collective bargaining as authorized under Florida law.

C. GOVERNANCE OF THE POLICE AND FIRE PENSION FUND
Notwithstanding the overall term of the 20142015 Agreement, the following provisions
of this section entitled “Governance of the Police and Fire Pension Fund” shall remain in effect

until September 30, 2030.
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1. FINANCIAL AND INVESTMENT ADVISORY COMMITTEE

The City and the PFPF agree that the Jacksonville Municipal Code (the “Ordinance Code”)
shall be amended to require the JPFPF to appoint a financial and investment advisory committee
(the “Financial Advisory and Investment Committee”) of five (5) persons who will be charged
with advisory oversight to the JPFPF on financial matters, actuarial practices and assumptions,
investment strategy and policy, and the selection of outside financial services providers,
including investment managers and advisors. Financial Advisory and Investment Committee
members will serve in a volunteer capacity and be financially sophisticated professionals who
bring expertise to the JPFPF’s actuarial needs, fiscal operations and investment practices.
Criteria for service will include knowledge of and experience and familiarity with portfolio
and/or pension fund management, institutional investment and fiduciary responsibilities.
Members of the Financial Advisory and Investment Committee must be residents of Duval,
Nassau, St. Johns, Baker or Clay County, Florida. Financial Advisory and Investment
Committee members will be nominated for service by the JPFPF and confirmed by majority vote
of the Jacksonville City Council. The term of office will be three years, with the possibility of
two additional consecutive three-year terms. The initial terms will be staggered, with two
persons to serve initial terms of two years and three persons to serve initial terms of three years.
The Financial Advisory and Investment Committee shall annually elect a chair and secretary
from its members. The JPFPF shall provide administrative support to the Financial Advisory and
Investment Committee.

Financial Advisory and Investment Committee members shall be deemed to be fiduciaries
of the JPFPF and will be required to undergo periodic fiduciary training as required by the JPFPF
and, together with members of the JPFPF, shall submit to the proper authority the “Form 1”

annual public conflict disclosure statements as do members of other public agencies and boards.
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Any business organization or affiliate thereof that is owned by or employs a member or a spouse,
child or sibling of a member of the Financial Advisory and Investment Committee shall not
directly or indirectly contract with or provide services for the investment of JPFPF’s assets
during the time of such member’s service on the Financial Advisory and Investment Committee

or for two (2) years thereafter{unless—such-petential-conflietisfully-diselosed-to-al-Trusteesof

ikt iia-alle

For general strategy matters (e.g., actuarial practices and assumptions, asset allocation,
accounting determinations, risk management, actuarial assumptions, etc.) the Financial Advisory
and Investment Committee will provide advice and recommendations to the JPFPF, which shall
receive and act upon such advice and recommendations as the JPFPF, in its fiduciary capacity,
shall determine. For the selection of individual investment managers, the Financial Advisory and
Investment Committee will work with the JPFPF’s professional staff to rank all potential
asset/investment managers and recommend particular selection(s). Following its review the
Financial Advisory and Investment Committee shall make its recommendations to the JPFPF.
The JPFPF will then make its decision(s) taking into account such recommendations and other
information which is available to the JPFPF. For the selection of other financial professionals,
including actuaries, the Financial Advisory and Investment Committee will furnish advice to the
JPFPF following such processes as may be determined with respect to the particular selection.
The Financial Advisory and Investment Committee’s work will be subject to Sunshine and

Public Records Laws.
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2. ETHICS, CERTIFICATION AND DISCLOSURE REQUIREMENTS FOR

INVESTMENT MANAGERS AND ADVISORS

The City and the JPFPF intend to assure that investment managers and advisors_(including

custodians and investment consultants for all purposes of this Agreement) employed by the

JPFPF will reflect the highest ethical standards and investment performance, and that they will
report regularly to the Financial Advisory and Investment Committee and the JPFPF on matters
within their engagement. Consequently: any investment manager or advisor of the JPFPF who
has discretionary authority for any investment of the JPFPF shall agree to certify and/or disclose
annually to the Financial Advisory and Investment Committee and to the JPFPF, no later than the
January 31 following the previous calendar year, that:

a. Certifications.

i. The investment manager or advisor serves as a fiduciary to the JPFPF, and all
investment decisions made by the investment manager or advisor on behalf of the JPFPF are
made in the best interests of the JPFPF and not made in a manner to the advantage of such
investment adviser or manager, other persons, or clients to the detriment of the JPFPF;

ii. Appropriate policies, procedures, or other safeguards have been adopted and
implemented by such manager or advisor to ensure that relationships with any affiliated persons
or entities do not adversely influence the investment decisions made on behalf of the JPFPF;

iii. The investment manager or advisor is not the subject of a claim or litigation
brought by a present or former client or by a regulatory agency asserting that such investment
manager or advisor has breached its fiduciary responsibilities, or, if such be the case, disclosing
the particulars of each such claim or litigation;

iv. A written code of ethics, conduct, or other set of standards, as submitted to the

Financial Advisory and Investment Committee and the JPFPF and acceptable to them, governs
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the professional behavior and expectations of owners, general partners, directors or managers,
officers, and employees of the investment adviser or manager, has been adopted and
implemented, and that such standards are effectively monitored and enforced; and

v. Policies of the JPFPF concerning prohibited business relationships among
family members and other related parties have been complied with.

b. Disclosures.

i. Any known circumstances or situations that a prudent person could expect to
create an actual or potential conflict of interest, including specifically (i) any material interests in
or with financial institutions with which officers and employees conduct business on behalf of
the JPFPF, and (ii) any personal financial or investment positions of the investment manager of
advisor that could be related to the performance of an investment program of the JPFPF over
which the investment advisor or manager has discretionary investment authority on behalf of the
JPFPF; and

ii. All direct or indirect pecuniary interests that the investment manager or
advisor has in or with any party to a transaction with the JPFPF if the transaction is related to any
discretionary investment authority that the investment manager or advisor exercises on behalf of
the JPFPF.

3. USE OF OFFICE OF GENERAL COUNSEL
The Parties agree that while the Charter gives the JPFPF the authority to employ separate
legal counsel, the City’s Office of General Counsel (the “OGC”) is the proper source for legal
representation on routine matters (e.g., open records, public meetings, ané-other ordinary legal

issues, and non-pension legal services). The Parties acknowledge and agree that separate counsel

is and will be necessary regarding investments, pension and/or retirement related matters. The

JPFPF and the OGC shall consult on needs for separate counsel for other specific purposes. The
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Parties agree that the current legal counsel structure and fees is reasonable and appropriate. In
the event that Parties should in the future be unable to agree regarding the selection or use of
separate legal counsel nothing contained in this provision is intended to be nor should be
construed as a waiver of any rights either Party may otherwise have under the Charter or Florida
Law.

4. QUALIFICATIONS FOR COUNCIL-APPOINTED TRUSTEES AND THE FIFTH
TRUSTEE

Persons chosen and appointed to serve as Trustees of the JPFPF by the City, as well as any
persons selected as the fifth member of the Trustees by the other four trustees, shall continue to
be persons with professional financial experience and/or public pension experience, governance
experience, institutional investment experience, community experience and wisdom, or
comparable professional training, knowledge, and expertise. Any Trustee chosen and appointed
by the City Council shall not be a participant in or enrolled in any City of Jacksonville pension
plan, shall serve for a maximum of 2, 4 year terms, and shall have at least 10 years of
professional financial experience.

5. ACTUARIAL STANDARDS, TRANSPARENCY AND DISCLOSURE

The City and JPFPF agree that the assumed annual actuarial rate of return should remain at
7.0% through the term of the 26442015 Agreement, defined below, unless otherwise agreed by
the City and JPFPF based on sound actuarial practices, or as otherwise required by applicable
law. An actuarial valuation of the JPFPF shall be performed by the JPFPF actuary annually, as
of October 1 of each fiscal year. The annual actuarial valuations shall be completed and delivered
as expeditiously as possible to the Board of Trustees, the Financial Advisory and Investment
Committee, the City’s Director of Finance and to the City Council Auditor promptly upon

completion but in any event the JPFPF shall complete and deliver such analyses and reports no
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later than 120 days after the end of each fiscal year, provided the City has responded promptly to
requests made by the JPFPF for information from the City that is necessary for the preparation of
such valuations.
A. Actuarial analysis and reporting by the JPFPF will utilize the following standards
in addition to other standards governing its work:
1. Annual ARC calculations based on most recent actuarial assumptions;

2. AdternativeNot less than two alternative funding scenarios based on variable

investment performance in addition to the base case, that extend to future years and incorporate
volatility;

3. The latest “experience studies” prepared by the JPFPF actuary;

4. Consistency in actuarial methods;

5. Accrual method: Entry Age Normal (EAN);

6. Annual normal cost disclosure for each pension design tier (current employees
and future employees);

B. Actuarial practices will be consistent from year to year unless changed through an
“experience study” or decision of the JPFPF, with advice from the Financial Advisory and
Investment Committee, or unless necessary for compliance with applicable laws or regulations;

C. Unfunded liabilities will be amortized as separate annual bases over closed 30-
year periods or less, unless otherwise required by law; and

D. Clear and transparent disclosure of actuarial and financial matters, including
distributing to City’s Chief Financial Officer and City Council Auditor, and prompt posting on
the JPFPF’s website, the JPFPF’s quarterly investment return reports showing results both gross
and net of investment fees and with comparisons to assumption and benchmarks of the JPFPF,

and to results of comparable pension funds.
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E. In addition to the foregoing regarding the standards for actuarial and financial
studies, on or before 120 days after the end of each fiscal year of the JPFPF, currently September
30 of each year, commencing with the end of the first fiscal year following the Prospective
Effective Date, the JPFPF shall prepare annual financial statements and submit them
electronically or as otherwise agreed to the Mayor, City Council President, City Director of
Finance, City Council Auditor, and the Treasurer of the JPFPF; and, on or before March 15 of
each year, to the Florida Department of Management Services (the “Department”) in format(s)
prescribed by the Department. The financial statements will:

1. Be in compliance with the requirements of the Government Accounting
and Standard Board's Statement No. 67, Financial Reporting for Pension Plans and Statement
No. 68, Accounting and Financial Reporting for Pensions, using the mortality tables and
generational projections by gender most recently available from qualified actuarial sources. If
yet unaccepted updates also are available that suggest longevity improvements beyond accepted
tables, then such updates shall be used in lieu of accepted tables so long as such usage remains
acceptable within GASB requirements and is permitted by applicable law;

2. Report funding status, contribution rates and expected normal cost of new
benefits earned using both the current assumed rate of return on investments and the-greaterof
54%-or an assumed discount rate that is 200 basis points less than the JPFPF's assumed rate of
return; and

3. Provide information indicating the projected assets, liabilities and
actuarially required contributions to the JPFPF over the next 30 years based on the JPFPF's latest
valuations and actuarial assumptions.

F. In addition to the above information, the JPFPF shall also make available on a

timely basis on its website prior actuarial studies and reports in order that accurate comparisons
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can be made, minutes of its meetings for the past 3 years on a rolling basis, and copies of all
reports or studies commissioned by the JPFPF that are matters of public interest, including
experience studies and investment performance reports.

6. SELECTION OF EXECUTIVE DIRECTOR-ADMINISTRATOR

The selection of any future JPFPF’s Executive Director-Administrator shall be governed by a
professional process subject to Florida law in which the candidate shall be selected by the JPFPF
using the City Employee Services Department’s search and selection processes, and, if necessary,
utilizing the assistance of an executive search firm retained by the JPFPF. A salary and benefits
survey should be conducted prior to advertising for the position in order to establish a
compensation level comparable to funds of similar size and complexity to the JPFPF. In addition
to the requirements of applicable law, candidates will be required to have a minimum of five
years of pension administration or institutional investment experience, expertise in the oversight
of investment portfolios, and a degree in finance, economics, accounting or a related area of
study from an accredited university. Comparable experience administering the activities of a
state or local public pension plan will also be considered. Candidates who are CPAs or who have
a JD, MBA or CFA degree will be preferred.

7. FUTURE ADMINISTRATION OF THE JPFPF

As part of the selection of the next JPFPF’s Executive Director-Administrator, the aggregate
compensation of the JPFPF’s Executive Director-Administrator shall be determined in
accordance with the market analysis of comparably-sized public pension plans provided for in
the provision entitled “Selection of Executive Director-Administrator.” The City and/or JPFPF
shall ensure that any future Executive Director-Administrator and/or senior management

employee shall be placed in either the City General Employees’ Pension Fund or a defined
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contribution plan with the JPFPF’s employer contribution subject to the limits of federal law. The

JPFPF’s Senior Staff Pension Plan is closed to new members as of August 15, 2014.

The provisions of F.S. Ch. 112, Part III, including §§ 112.311-112.3175 relating to financial
disclosure, shall apply to all Board members and the Executive Director. All Board members and
the Executive Director shall be required to file the limited financial disclosure form (Form 1) as
required by F.S. §112.3145(1)(a)(2)(e) and §112.3145 (1)(a)3.

8. ENHANCED INVESTMENT AUTHORITY

Provided the investment is permitted in the written investment policy adopted by the Board
as provided in chapter 112, part VII, Florida Statutes, and is otherwise allowed by state and
federal law, the JPFPF is authorized to invest and reinvest the assets of the Pension Fund in:

A. Any lawful investment as provided in applicable provisions of Sections 112.661,
175.071, 185.06, 215.47, Florida Statutes. In applying this section, the following definitions
govern the investments authorized:

i. “Alternative investment” means an investment by the Board in a private
equity fund to include all of the private equity sub-strategies, including venture capital, distressed
investing, private debt/ mezzanine debt, private real assets/natural resources/energy, venture
fund, or distress fund or a direct investment in a portfolio company through an investment
manager or general partner .

ii. “Alternative investment vehicle” means the limited partnership, limited
liability company, or similar legal structure or investment manager through which the Board
invests in a portfolio company.

iii. “Portfolio company” means a corporation or other issuer, any of whose
securities are owned or held by an alternative investment vehicle or the Board and any subsidiary

of such corporation or other issuer.
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iv. “Portfolio positions” means individual investments in portfolio companies
which are made by the alternative investment vehicles.

v. “Proprietor” means an alternative investment vehicle, a portfolio company
in which the alternative investment vehicle is invested.

B. Investments authorized for the General Employee Pension Fund or the
Correctional Offices Pension Fund.

C. Notwithstanding the foregoing, investments in “hedge funds” are prohibited.

D. Prior to considering any investment policy changes in accordance with this
Agreement, the JPFPF Board shall give the City Council Finance Committee 10 days written
notice of the Board meeting at which the proposed investment policy change shall be considered.

D. ADDITIONAL UNFUNDED LIABILITY PAYMENTS

1. Within 30 days of the Prospective Effective Date, the JPFPF will apply the
balances in the Enhanced Benefits Account and the City Stabilization Account to the City to
reduce the unfunded actuarial accrued liability of the Plan. As of October 1, 2013, the total
balance of both accounts was $60,915,907.00; however, the amount applied pursuant to this
section will be the actual balances of both accounts on the Prospective Effective Date, but shall
not be less than $60,915,907.00.

2. As a condition precedent to this Agreement becoming effective the City will
designate a permanent funded source to reduce the unfunded liability with a targeted additional
contribution of $40 million per year over the next 10 years or an equivalent net present value
amount. The amounts applied in paragraph 1 above shall count towards any amount required by
this paragraph. As much as legally possible, the City agrees to protect and codify such a funding

source to assure this obligation is met. —Should the City not pay an equivalent net present value

amount and opt to pay an additional $40 million a vear over the next 10 years toward the
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unfunded actuarial accrued liability, in any fiscal vear in which the City did not contribute an

additional $40 million per year, the payment by the JPFPF below shall be reduced on a

proportional basis. Further, in any fiscal year immediately following a year in which the City did

not contribute an additional $40 million per vear, the City agrees to contribute an additional

amount eguivalent to the pro rata amount the JPFPF was not required to pay in the previous fiscal

year.

3. Beginning with the first fiscal year after the Prospective Effective Date, the JPFPF
shall apply at the City’s discretion the Chapter 175/185 funds received annually, less the annual
discretionary bonus payment authorized in Ordinance 2006-508-E, -for the- benefit of the Plan,
including without limitation, to fund base benefits, to reduce the unfunded actuarial accrued

liability, or to mitigate the City’s annual required contribution to the Plan-, provided however, the

City may not use the Chapter 175/185 funds as a funding source for the additional $40 million

per year payment towards unfunded liability as established in paragraph 2 above. The Chapter

175/185 funds shall continue to be used in this manner until the Chapter 175/185 funds have
been used in this manner for a total of 7 consecutive fiscal years. If the City fails to make the
minimum additional payment to the Plan during the seven year term where the Chapter 175/185
funds are used as described above, the Board of the JPFPF shall have the option to distribute
Chapter 175/185 funds received that year to the Share Plan described in Section E below, pay the
annual discretionary bonus, or pay down the unfunded actuarial accrued liability as a
contribution above those otherwise required.
E. ESTABLISHMENT OF SHARE PLAN

On the Prospective Effective Date, the JPFPF is authorized to create a share plan for

active members. The Share Plan will be funded solely from revenues received pursuant to

Chapters 175 and Chapter 185, Florida Statutes. The PFPF shall not fund any such share plan
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unless and until the following circumstances occur: (1) The City fails to meet its full funding
obligation under the 26442015 Agreement in a particular fiscal year, and the JPFPF is thus
relieved of its payment obligations, as outlined in paragraph D.3. above, on a proportional basis,
at which time the Board shall have the option to use the funds it would have provided pursuant to
paragraph D.3. above to either pay down the unfunded liability, provide the annual discretionary
bonus payment authorized in Ordinance 2006-508-E, or fund a share plan; or (2) the JPFPF
satisfies its funding obligations under this Agreement, at which time the Board may use the
Chapter 175/185 revenues to pay down the unfunded liability, provide the annual discretionary

bonus payment authorized in Ordinance 2006-508-E, or fund a share plan.

III. MISCELLANEOUS MATTERS

A. Reliance on Representations. The City and JPFPF have each relied upon the
representations of the other to ascertain the Parties' positions established herein. The failure to
accurately supply material information which resulted in a misrepresentation that cannot be
overcome at the time of discovery shall result in this Agreement being deemed voidable at the
discretion of the other Party.

B. Consultation among Parties. The City and the JPFPF should consult on an
ongoing basis related to their performance under the 26442015 Agreement, public records, open
government issues and other matters. Senior representatives of each should meet monthly to
discuss matters of importance to either, and the Parties should proceed in a spirit of good faith
and cooperation. In that regard, the Parties should make available to each other on a continuing
basis, all information that is necessary to assure their mutual understanding and success. The
City and the JPFPF should endeavor to work harmoniously to enforce their respective obligations

under the 26142015 Agreement and applicable Charter, statutory and Ordinance Code
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provisions, and to avoid obstruction of their respective rights. Meetings will be in accordance

with applicable federal, state, and local laws.

C. Expression by Charter and Ordinance. The City and the JPFPF will support
and promulgate the 20442015 Agreement through appropriate revisions to the Charter and
Ordinance Code.

D. Provision of Information. The City and the JPFPF agree to make available to
each other on a continuing basis, all information that is necessary to insure the success of the
20442015 Agreement and to work harmoniously to enforce the provisions of the 20442015
Agreement and all pension ordinances, the City Charter, and statutes, and to avoid obstruction of
all parties' rights under the law or the 26442015 Agreement. The Parties further agree to
recodify existing municipal ordinance code consistent with the intent of the 20442015
Agreement, including but not limited to the benefit, administrative and investment provisions
necessary for their mutual benefit.

E. Savings Clause. Should any part of this Agreement be held invalid by a Court

of competent jurisdiction, the remainder of this Agreement shall continue in full force and effect

and it shall be presumed that this Agreement were adopted without the invalid provision. Ia
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F. Adequate Time to Confer. The Parties signing below have had adequate time
to confer with counsel or their clients in order to be informed on the matters within the 20442015
Agreement.

G. Recommendation of Approval. The City and JPFPF each represent that they
will urge the approval of the 20442015 Agreement, and the implementation of its terms, by each
of their governing bodies.

H. Resolution of Disputes. The City and The JPFPF agree that this Agreement
resolves those-certainall retirement issues and disputes between the Parties, as specifically related
to the provisions herein, and existing on the Prospective Effective Date.

L Prospective Effective Date. The terms of this Agreement shall not become
effective until such time as implementation of a permanent funding source has been advanced by
the Mayor and enacted by Ordinance by the City Council, that provides a minimum payment of
$40 million each year for ten consecutive years, or an equivalent present value amount, in
addition to the City’s annual required contribution to the Police and Fire Pension Fund, to be
used solely to reduce the unfunded liability of the police and fire pension fund.

J. Previous Agreements. Notwithstanding any references to previous settlement

agreements or amendments thereto by the Parties, rothing—herein—shall—be—construed—as

thereto—Thethe Parties agree that the so-called “Thirty Year Agreement”, which includes all prior
settlement agreements between the Parties and all amendments thereto (i.e., 2000-1164-E, 2003-
303-E, 2003-1338-E, and 2006-508-E), is superseded and-replaced-by this Agreement and that all

unchanged provisions from the previous agreements are incorporated herein.
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K. Sunset Provision. If this Agreement is not approved by the PFPF on or

before January13;

no further effect.

2015, this Agreement will be deemed rejected and be of

Agreed upon on , 20442015, and executed on
20442015, by:
CITY OF JACKSONVILLE, a JPFP Board of Trustees:

Florida municipal corporation

By:

Alvin Brown, Mayor John Keane, Executive Director

Date: Jacksonville Police and Fire Pension Fund
Date:

ATTEST:

James B. McCain, Jr.
Corporation Secretary

Form Approved:

Office of General Counsel

L:\General Litigation\ABenson\Feurth-Revised-Exhibit2015 Agreement 1.21.15
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The Agreement

Pension Benefits






Legal Restrictions on

Pension Benefit Changes

By law, we cannot alter the pension benefits of retired
employees.

By law, we cannot alter the pension benefits of current
employees already in DROP or eligible for retirement
(have worked 20 years or more)

By law, we cannot alter the benefits that current
employees have already earned.

Police and Fire employees in the PFPF do not receive
Social Security.






Why not a Defined Contribution Plan?

e We cannot afford it.

e COJ would still have to pay down the $1.62B liability, but do so
over less time and at a higher annual amount.

e May also require COJ to provide Social Security to employees
e Move to DC could have major operational consequences.

* Neither the FRS nor any major city in Florida has moved to a DC
plan for public safety employees.

* Would put Jacksonville at a competitive disadvantage.






Why not Florida Retirement System?

e We cannot afford it.

* The City would still have to pay down the
$1.62B liability, but do so over a shorter period
of time and at a higher annual amount.

* Decisions on City contributions to FRS would
be made in Tallahassee, not in Jacksonville.






Agreement Adopts Task Force

New Employee Recommendations

* The City and the PFPF agreed to the Task Force

recommendations on pension benefits for new
City of Jacksonville employees.

* New employees will have a benefit package

that is competitive but financially sustainable
for the City.






New Employee Pension Design Specifics

Retirement Benefit Current System After Agreement

Benefit Accrual Rate

Benefit Cap

COLA

DROP

Employee Contribution

Final Average
Compensation

Retirement Age

Vesting

3% for 20 years, then 2%
for a maximum of 80%

None

3% starting as early as 3
months after retirement

Maintained

7%

Based on last 24 months of
employment

20 years of service

5 years

2.5% to a maximum of 75%

$99,999
(indexed to inflation with 1.5% cap)

Capped at 1.5% starting
third Jan. after retirement

Abolished
(provides Back-Drop option)

10%

Based on last 60 months of
employment

30 years of service
(may retire at 25 years w/penalty)

10 years





Similar Reforms to FRS

e 65 of 67 counties have their public safety
employees in the Florida Retirement System

* This plan will be comparable to FRS on the following:

Fla. Retirement System City of Jacksonville

Vesting 8 years 10 years

Years to Retirement 30 years 30 years

Benefit Accrual Rate 3% 2.5%

Employee Contribution 3% (9% w/Social Security) 10%

DROP Maintained Abolished for Back-DROP
Social Security Provides Does Not Provide

COLA None Capped at 1.5% starting

third Jan. after retirement





Impact on City’s Benefit Costs

* With new plan, the City’s benefit costs per
employee (a/k/a “normal costs) will drop
substantially for new employees.

* Under current plan, normal costs are 29% of
payroll. Under new plan, they would be 9%.

* That’s a 66% savings for each new police and
fire employee we hire.






Current Employee Pension Design

Retirement Benefit

COLA

DROP

Employee
Contribution

Final Average
Compensation

(< than 10 years of
service)

3% starting as early
as 3 months after
retirement

Maintained with
guaranteed 8.4% rate

7%

Based on last 24
months of
employment

Lesser of 4% or the
Social Security COLA

Maintained with actual
rate of return

(Rate floor of 0% and
rate cap of 10%)

10%
(8% now, 10% when cuts
restored)

Based on last 48
months of
employment

(Not less than amount at
24 months as of October 1,
2014)

Amended Agreement | PFPF Revision

Lesser of 6% or the
Social Security COLA

Maintained with actual
rate of return

(Rate floor of 2% and
rate cap of 14.4%)

No Change

Would now apply to
current employees who
have not yet vested
(have less than 5 years
of employment)






February Z"d, 2015

To: Honorable City Council Members
From: Patrick “Joey” Greive, CFA, CFP®, City Treasurer

RE: Social Security COLA history

As the City Council considers the COLA (Cost of Living Adjustment) amendment to benefits not yet earned by current employees of the police
and fire pension fund, please see the below historical actual rates applied for Social Security COLA. The below chart and data show this history
for all periods which exist on the Social Security Administration’s website. (http://www.ssa.gov/news/cola/automatic-cola.htm)

The below exhibits cover the period from 1975 to 2014. Please note that outside of the highly inflationary early periods, COLA has rarely
exceeded 4%. Specifically, over the past 20 years the Social Security COLA has exceeded 4% on only two occasions. The main benefit to the City
is that this will now be a floating rate tied to economic outcomes, rather than a guaranteed fixed rate as exists in the plan today.

16.00%
© 14.00%
12.00%
10.00%
8.00%

= Actual Soc Sec COLA
== 2(015-54 Rate Cap

6.00%
4.00%
2.00%

=—=2015-54 Rate Floor
= Rate Applied

0.00% -

1975
1977
1979
1981

1983
1985
1987
1989
1991

1993
1995
1997
1999

| 2001

2003
2005
2007
| 2009

July 1975 -- 8.0%

January 1984 -- 3.5%

January 1992 -- 3.7%

January 2000 -- 2.5%

January 2008 -- 2.3%

July 1976 -- 6.4%

January 1985 -- 3.5%

January 1993 -- 3.0%

January 2001 -- 3.5%

January 2009 -- 5.8%

July 1977 -- 5.9%

January 1986 -- 3.1%

January 1994 -- 2.6%

January 2002 -- 2.6%

January 2010 -- 0.0%

July 1978 -- 6.5%

January 1987 -- 1.3%

January 1995 -- 2.8%

January 2003 -- 1.4%

January 2011 -- 0.0%

July 1979 -- 9.9%

January 1988 -- 4.2%

January 1996 -- 2.6%

January 2004 -- 2.1%

January 2012 -- 3.6%

July 1980 -- 14.3%

January 1989 -- 4.0%

January 1997 -- 2.9%

January 2005 -- 2.7%

January 2013 -- 1.7%

July 1981 - 11.2%

January 1990 -- 4.7%

January 1998 -- 2.1%

January 2006 -- 4.1%

January 2014 -- 1.5%

July 1982 -- 7.4%

January 1991 -- 5.4%

January 1999 -- 1.3%

January 2007 -- 3.3%






February 2™, 2015

To: Honorable City Council Members
From: Patrick “Joey” Greive, CFA, CFP®, City Treasurer

RE: Deferred Retirement Option Program (DROP) history

As the City Council reviews and considers the amendment to the DROP rate of return range for current non-retirement or DROP eligible
employees within the Police and Fire Pension Fund please find the below relevant chart and data. This is to show what the rate would have been
under this amended range had such range been in place using all immediately available years of data.

The below exhibit covers the period from 1999 to 2014. The main benefit to the employer is that the rate of return applied to DROP accounts
going forward will be a floating rate tied to economic outcomes, rather than a guaranteed fixed rate as exists in the plan today. Highlighted
below are years in which an artificially high rate of return was paid due to the 8.4% guaranteed rate of return.

25.00%
20.00%
15.00% = . e
—==Market Rate of Return
10.00%
e 2015-54 rate cap
5.00%
2015-54 rate floor
0.00% . - : \f : —_
=== Rate Applied under 2015-54
V) N A7 > N ‘% ) ™
5.00% & M L& S
$ ,\’QQ v Yo L S S = Status Quo Rate
-10.00% -
-15.00%
-20.00%
1999 20001 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 = 2012 2013 @ 2014
Market Rate of Return 13.08% 12.27% -6.72% -6.68% 16.28%  9.33% 11.15%  9.14% 15.69% -16.12% -422% 7.70% -2.07% 22.33% 16.81% 10.73%
2015-54 rate cap 14.4%  14.4%  144% 144% 144% 144% 144% 144% 14.4% 144% 144%  14.4% 144%  14.4%  144%  14.4%
2015-54 rate floor 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
Rate Applied under 2015-54 13.08% 12.27% 200% 200% 14.40%  933% 1115% 9.14% 14.40% 200% 200% 7.70% 200% 14.40% 14.40% 10.73%
Status Quo Rate 840% B840% 840% 840% 840% 840% 840% 840% 840% 840% 840% 840% 840% 8.40%  8.40%  8.40%

(1) Valuation performed on 3/31/2000
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1921 Gallows Road
Milliman
Vienna, VA 22182
USA
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milliman.com

January 27, 2015

Mr. Joey Greive, CFA, CFP
Treasurer

City of Jacksonville

117 West Duval Street, Suite 300
Jacksonville, FL 32202

Re: Re: Jacksonville Police and Fire Pension Fund Cost Projections under proposed
2014 Retirement Reform Agreement with subsequent modifications by the New
Pension Reform Financial Proposal, City Council and Jacksonville Police and Fire
Pension Board of Trustees.

Dear Joey:

Our June 4, 2014 letter analysis summarized the impact of the proposed 2014 Retirement
Reform Agreement (RRA) on the Jacksonville Police and Fire Pension Fund (PFPF) prior to
Council amendments. Our December 19, 2014 letter updated that analysis, to reflect both the
amendments to the proposed RRA passed by the City Council and the pension reform financing
proposal made by a former City Council president, and two former Retirement Task Force
members. The intent of the pension reform financing proposal was to present a solution to
address the City's commitment to accelerate payments towards the Unfunded Actuarial Liability.
The purpose of this letter is to update both letters and their related analyses to reflect the PFPF
Board of Trustees proposed changes to the proposed RRA as amended by the City Council.
(hereafter referred to as the 2015 Retirement Reform Agreement). There are no changes to the
proposed pension reform financing proposai. Please refer to our June 4, 2014 and December
19, 2014 letters for more information.

Background

2014-386 was introduced into the City Council during October 2014, setting forth the proposed
2014 Retirement Reform Agreement.

In December 2014, the City Council amended the benefit package in 2014-386 and then passed
the amended Legislation. The amended legislation was sent to the PFPF Board of Trustees for
their review and approval.

This work product was prepared solely for the City of Jacksonville for the purposes described herein and may not be appropniate to
use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties who receive this work.
Milliman recommends that third parties be aided by their awn actuary or other qualified professional when reviewing the Milliman
work product.
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In January 2015, the Police and Fire Pension Fund Board of Trustees accepted most of the City
Council amendments but proposed a few revisions to the revised agreement. Those revisions
were introduced to the City Council as proposed Ordinance 2015-54.

While neither 2014-386 nor 2015-54 specify a funding source, both require the City to make
additional unfunded liability payments of $40 million/year for 10 years, or the net present value
equivalent. In both cases, the agreement will not take effect until the City has implemented a
funding source. As the proposed funding source utilizes the net present value equivalent
approach of making a single, up-front payment, we have modeled that approach here.

Police and Fire Pension Fund Board of Trustees Modifications to Proposed and
Amended RRA

The PFPF Board of Trustees has proposed changes to the proposed RRA as amended by the
City Council. The proposed modifications to two provisions originally amended by the City
Council included the following changes for current employees who have not yet reached 20
years of service as of the effective date of the Agreement:

1. The range on the DROP interest rate would be 2.0% to 14.4%, (rather than a range of
0% to 10%)

2. The annual COLA on future benefit accruals would be the actual Social Security COLA
with a range of 0% to 6% (rather than a range of 0% to 4%).

3. In addition, the PFPF Board proposed that benefits for active employees with less than 5
years of service (rather than 10 years of service) as of the Agreement's effective date be
based on Final Average Compensation (FAC) averaged over the last 48 months of
service, subject to the FAC not being less than the 24 month averaged FAC as of the
Agreement's effective date.

1) COLA

The proposed PFPF Board changes to the proposed RRA, as amended, would modify the
COLA on future benefit accruals for current employees from the Council's proposal of a variable
rate that would be the lesser of the annual Social Security increase and 4.0% to a variable rate
that would be the lesser of the annual Social Security COLA increase and 6.0%. The annual
calculation would be independent from year to year.

In our December 19, 2014 analysis, we utilized a COLA assumption of 2.4% per year to reflect
the range of 0% to 4.0%. For purposes of these projections, we have increased the assumption
by 0.2% to 2.6% per year to reflect the increase in the maximum annual COLA from 4.0% to
6.0%. When compared to the prior range of 0% to 4%, the raising of the maximum COLA
reduces the annual savings from the proposed Council amended RRA. Please note that, the
proposed change only impacts future benefit accruals for current active employees with less
than 20 years as of the effective date, which diminishes the impact on the contribution
requirement. We have previously noted that of the $2.7 billion actuarial liability as of 2013, less

This work product was prepared solely for the City of Jacksonville for the purposes described herein and may not be appropriate to
use for other purposes. Milliman does not intend to benefit and assumes no duly or lfability to other parties who receive this work.
Milliman recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman
work product.
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than $200 million is attributable to the non-accrued benefits of current active participants. This
COLA modification still serves to reduce the $200 million liability value.

2) DROP

The PFPF Board changes to the proposed RRA, as amended, also increases the interest
accrual on future DROP participants by raising both the floor and the max from the Council
amended range. The City Council amended the DROP interest accrual to be the actual return
earned by the Fund after the deduction of all related and direct expenses with a floor of 0% and
a max of 10%. The PFPF Board maintained the City Council methodology but raised the fioor
to 2.0% and the max to 14.4%. We note that the proposed DROP proposal rate corridor of
2.0% to 14.4% allows for a 7.4% higher crediting rate, than the 7% investment return
assumption and a 5% lower crediting rate. This skew or bias would tend to partially decrease
the estimated savings under the proposed RRA. If the interest credited to DROP accounts is
less, the UAL would be lower.

Under the new PFPF proposal, the Fund will pay the actual rates of return the Fund has
earned. Only if the assets earn at least 8.4%, would the DROP accounts also earn at least the
current guaranteed 8.4%. Similarly, if the assets suffer an unfavorable rate of return like
occurring in FYE 2008 or 2009, the return credited to the DROP accounts will be less, thereby
offsetting some of the PFPF investment loss.

For valuation purposes we would suggest a slightly higher assumption be used for DROP
interest crediting purposes than the valuation assumption. We note that even if the PFPF
proposal from the DROP rate produces minimal savings versus the current 8.4% guaranteed
rate, it does reduce risk and/or volatility from the Pension Fund. For example during Fiscal
years 2008 and 2009, the Fund earned less than its assumed 8.5% rate of return exerting
upward pressure on the unfunded liabilities and the associated contribution rate. The upward
pressure was exacerbated by the need to credit the DROP accounts with the 8.4% guaranteed
rate. Now, the DROP accounts would be credited with the lower actual rates of return subject to
a 2% floor.

We have not performed a more refined analysis to estimate the potential impact on the
contribution requirements as such would require extensive modeling and scenario testing.

3) FAC Period

The PFPF Board proposal limiting the change in the FAC period to current employees with less
than 5 years of service at the Agreement’s effective date reduces the annual savings from the
original RRA proposal. Under the proposed RRA, the provision would have potentially reduced
future benefits for any current employee with less than 10 years of service as of the
Agreement's effective date. Essentially, any current employee with between 5 and 10 years of
service as of the Agreement’s effective dates, would benefit from the PFPF Board's proposed
FAC eligibility modification, as they would not be impacted by the change in this provision.

This work product was prepared solely for the City of Jacksonville for the purposes described herein and may not be appropriate to
use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties who receive this work.
Milliman recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman
work product.
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Combined Result (Including Pension Reform Financing Proposal).

The 2015 Retirement Reform Agreement saves $1.68 billion over 30 years when compared to
the Baseline of the current benefit package. This is approximately $50 million less then the
$1.73 billion estimated in the version previously negotiated and as amended by the City Council
in December 2014. Note, of the $50 million increase over the next 30 years, approximately $18
million is attributable to the FAC period change, and apparently $32 million is attributable to the
COLA change.

Impact of Delay

This analysis assumes the effective date of the agreement would be July 1, 2015. If the
effective date of the Agreement is delayed beyond July 1, 2015, it would have the following
impact on the cost estimates contained in this memo:

e Any new hires before the effective date would be eligible for the current, more generous
set of benefits leading to higher costs.

¢ The employee contribution rate would remain at 7% until the effective date, rather than
increase to 8% on July 1, 2015 as assumed in this analysis.

o |f the effective date is after October 1, 2015, the employee contribution rate would
remain at 7% rather than increase to 10% on October 1, 2015, as assumed in this
analysis.

e Investment income earned on the additional UAL contributions of $300 million would be
expected to be less.

e Potentially more current employees would attain 20 years of service and be excluded
from both PFPF proposed changes to the recent City Council amendments, and the
original City Council amendments.

e More current employees would attain 5 years of service and be excluded from the FAC
period change.

This work product was prepared solely for the City of Jacksonville for the purposes described hersin and may not be appropriate to
use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties who receive this work.
Milliman recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman
work product.
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Results (assuming an July 1, 2015 effective date)

Scenario Total dollars (§billions* Increase/(Reduction) from Increase/(Reduction) from Proposed RRA as
over the next 30 years Baseline ($billions) over the amended by the City Council and Including
next 30 years Community Leaders’ Financial Proposal over
the next 30 years
1. Baseline $6.076 N/A N/A
2. Proposed RRA as $4.350° ($1.726) N/A
amended by the City

Council and including
Community Leaders’
Financial Proposal

3. Proposed 2015 $4.4007 ($1.676)° $0.0507~
Retirement Reform
Agreement (including
Community Leaders’
Financial Proposal)

1) Total doflars exclude expected employee contributions, State Chapter Funds allocation (i.e. premium-tax refunds) and expected court fines and penalties. State laws
make the City responsible for funding the difference between the actuanally determined contribution and these amounts. The 30 years are FY 2016 through and
including FY 2045.

2) Excludes all additional sources of funds used to accelerate the funding of the Unfunded Actuarial Liability.

3) Ofthe $0.05 billion increase over the next 30 years, $0.018 billion is attributable to the FAC change and $0.032 biiion is attributable to the COLA change.

This work product was prepared solely for the City of Jacksonville for the purposes described herein and may not be appropriate to use for other purposes. Milliman does not
intend to benefit and assumes no duty or liability to other parties who receive this work. Milliman recommends that third parties be aided by their own actuary or other qualified

professional when reviewing the Milliman work product.
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This analysis reflects a nine month delay in the proposed RRA effective date (from October 1,
2014 to July 1, 2015). Due to the delays, the projections defer the increase in the employee
contribution rate to 8% until July 1, 2015, respectively and to 10% until the next budget year
beginning on October 1, 2015 for current employees (if pay restorations occur sooner the
increase in the contribution rate would be sooner than expected in these projections). This
delay reduced the expected amount of employee contributions by approximately $3.48 million
for FY 2015 based on a nine month delay. From a benefits perspective, the delay would impact
employees hired between October 1, 2014 and June 30, 2015 and those either reaching 20
years of service between October 1, 2014 and June 30, 2015 or 5 years of service between
October 1, 2014 and June 30, 2015. The City has advised us that it is not aware of any major
hiring plans during this six or nine month period (October 1, 2014 to June 30, 2015), although
normal replacement may occur and these new hires would be eligible for the current set of
benefits. If there are no new hires prior to RRA implementation the impact on the liabilities is nil.
For purposes of this analysis we have not adjusted the projections to reflect any potential delay
in individual salary increases on benefit accruals. Any adjustment would affect both the Baseline
and the proposed RRA projections, which we expect would increase the City’s future savings.

We have modeled the analysis based on information provided by the City. Providing a holistic
review on the impact of the proposed financing proposal is an extensive analysis.

Attached are six charts showing the Adjusted City Contribution, the Adjusted City Contribution
as a percentage of payroll, the Normal Cost, the Normal Cost as a percentage of payroll, the
amount of the Unfunded Actuarial Liability and the Funded Status (Actuarial Value of Assets
divided by the Actuarial Liability). Each chart shows the Baseline, the proposed 2014-386
inclusive of the Community Leaders’ Financial Proposal, and the PFPF Board proposed
changes as contained in 2015-54. Results are shown for the next 30 years (FYE 2016 to FYE
2045).

In addition we have attached two additional charts (Adjusted City Contribution, and Adjusted
City Contribution as a percentage of payroll) where in the first set we have added the City’s debt
service $14.7 million ($11.7 million which equals $14.7 million less the three million Chapter
funds for 7 years starting in FY 2016, and then $14.7 million for three additional years.) to the
proposed RRA City Contribution. The debt service amount was provided to us by the City, and
is based on a 10 year taxable bond issuance.

Furthermore, based on recent discussions with the City we have used the updated Baseline
projections reflecting a slightly lower amount of Chapter 175/185 funds available to reduce the
ARC in the baseline scenario as follows:

e The June 4, 2014 baseline projections assumed the City's ARC would be reduced
by 4.58% of pay attributable to expected Court Fines and Penalties plus half of the
Chapter 175/185 funds.

This work product was prepared solely for the City of Jacksonville for the purposes described herein and may not be appropriate to
use for other purposes. Milliman does not intend to benefit and assumes na duly or liability to other parties who receive this work.
Milliman recommends that third parties be aided by their own actuary or other qualified professional when raviewing the Milliman
work product.
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s The December 19, 2014 revised projections and these revised projected assume
the City’s ARC is reduced by 0.58% of pay attributable to expected Court Fines and
Penalties plus approximately $5.236 million per annum starting in FY 2014-2015.
The $5.236 million is the estimate of the Chapter Funds expected to be paid as
shown in the 2013 valuation report of the Police and Fire Plan prepared by Pension
Benefit Consultants, Inc. and represents approximately 4% of 2013 Valuation
payroll.

Please note that for simplicity and comparability, the total dollars are not discounted to reflect
the time value of money. In addition in the attached charts that model the City’s Adjusted
Contribution (with or without the debt service payment), the one-time up front payment of $300
million was modeled as an additional payment in excess of the City's Adjusted Contribution. We
show Adjusted Contribution charts with and without the City’s debt service toward their share of
the up front payment.

Basis for Analysis

This analysis is based on methods and assumptions used in the October 1, 2012 actuarial
valuation, the October 1, 2013 actuarial valuation and the additional assumptions or methods
noted above. The data was based on the October 1, 2012 proxy actuarial valuation database.
The results of our analysis depend on future experience conforming to those actuarial
assumptions. It is certain that actuarial experience will not conform exactly to the assumptions
used in this analysis. To the extent future experience deviates from those assumptions, the
results of this analysis could vary from the results presented here.

Actual costs will be based on actual experience of the Plan. Please note that the cost impact of
the proposed changes may be higher or lower than the study estimates depending upon rates of
retirement actually experienced by the Plan. A realistic estimate of retirement rates is critical to
determining the actual future impact on plan costs.

The calculations are based on data and other information provided to us by the City or the
Police and Fire Pension Board and/or actuary of for our proxy October 1, 2012 actuarial
valuation and supplemented for purposes of this analysis. The supplemental data included a
copy of the October 1, 2013 actuarial valuation. We have not audited or verified this data and
other information. If the underlying data or information is inaccurate or incomplete, the results of
our analysis may likewise be inaccurate or incomplete.

We performed a limited review of the data used directly in our analysis for reasonableness and
consistency and have not found material defects in the data. [f there are material defects in the
data, it is possible that they would be uncovered by a detailed, systematic review and
comparison of the data to search for data values that are questionable or for relationships that
are materially inconsistent. Such a review was beyond the scope of our assignment.

This work product was prepared solely for the City of Jacksonville for the purposes described herein and may not be appropriate to
use for other purposes. Milliman does not intend to benefit and assumes no duty or liability to other parties who recefve this work.
Milliman recommends that third parties be aided by their own actuary or other qualified professional when reviewing the Milliman
work product.
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Milliman’s work product was prepared exclusively for the internal business use of the City of
Jacksonville for a specific and limited purpose. It is a complex technical analysis that assumes
a high level of knowledge concerning the Plan’s operations, and uses City’s data, which
Milliman has not audited. To the extent that Milliman's work product is not subject to disclosure
under applicable public record laws, Milliman’s work may not be provided to third parties without
Milliman’s prior written consent. Milliman does not intend to benéefit or create a legal duty to any
third party recipient of its work product Milliman’s consent to release its work product to any third
party may be conditioned on the third party signing a Release, subject to the following
exceptions:

(a) The City may provide a copy of Milliman’s work, in its entirety, to the Plan’s or the
City's professional service advisors who are subject to a duty of confidentiality and
who agree to not use Miliman’s work for any purpose other than to benefit the
System.

(b) The City may provide a copy of Milliman’s work, in its entirety, to other Governmental
entities, as required by law.

No third party recipient of Milliman’'s work product should rely upon Milliman’s work product.
Such recipients should engage qualified professionals for advice appropriate to their own
specific needs.

The consultants who worked on this assignment are pension actuaries. We have not explored
any legal issues with respect to the proposed plan changes. We are not attorneys and cannot
give legal advice on such issues. We suggest that you review this proposal with counsel.

I, Robert Dezube, am a consulting actuary for Milliman, Inc. | am a member of the American
Academy of Actuaries, and meet their Qualification Standards to render the actuarial opinion
contained herein.

Please call if you would like to further discuss the letter.

Sincerely,

(P

Robert S. Dezube, FSA
Consulting Actuary

Enclosures

C: C. Ronald Belton
Chris Hand

RSD/BBH/COJ
M:\Jackvill\Update work based on 2013 val and database\Police and Fire Board Modified.docx
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The Agreement

Future Pension

Benefit Decisions






Who Decides Pension Benefits?

* PFPF will no longer be engaged in the
determination of pension benefits.

* Future modification of pension benefits will be left
to elected City officials and certified bargaining
agents (FOP, JAFF).

* For 10 years, the City may not take unilateral action
(“impose”) on pension benefits for current
employees. No restriction on imposing pension
benefits for new employees.






Who Decides Pension Benefits?

But this is not automatically a “10 year agreement”.

Pension benefits can change through agreement
between City and unions, and the City still has
significant bargaining power.

Nothing prevents the City from imposing on other
collective bargaining issues like wages, health care
contributions, step raises, leave time, other terms
and conditions of employment.

Counsel says this 10 year provision is permissible.
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REPLY TO: TALLAHASSEE
MEMORANDUM
TO: Chris Hand, Chief of Staff
Jason Gabriel, General Counsel
City of Jacksonville
FROM: Jim Linn
DATE: January 23, 2015
RE: Police and Fire Pension Fund — City’s Ability to Waive Imposition of Pension
Changes

This responds to your request for an opinion on whether the City may agree to waive the final
step in the statutory impasse process — imposition by the City Council -- regarding changes in
Police and Fire Pension Fund benefits, for a specified period of time.

Short Answer: Yes. Chapter 447, Part Il, Florida Statutes, which governs collective bargaining
between public employers and their employees, does not prohibit or restrict the ability of an
employer to voluntarily waive a statutory procedure, as long as employees’ bargaining rights are
not restricted. After significant research, it appears that this issue is one of first impression in
Florida. Florida court and PERC decisions recognize the ability of a union to voluntarily waive
the right to bargain over particular subjects, if the waiver is clear and unmistakable. Based on
relevant court and PERC decisions, in my opinion a public employer may voluntarily waive its
ability under the collective bargaining statute to impose, through the impasse process, a change
in pension benefits.

Analysis
Helping Shape Florida’s Future®
TAMPA BAY JACKSONVILLE TALLAHASSEE WEST PALM BEACH
1001 3™ Avenue Ist 245 Riverside Avenue 315 South Calhoun Street 515 North Flagler Drive
Suite 670 Suite 150 Suite 830 Suite 1500

Bradenton, FL 34205 Jacksonville, FL 32202 Tallahassee, FL 32308-0572 West Palm Beach, FL. 33401

(941) 708-4040 (904) 353-6410 (850) 222-5702 (561) 640-0820
Fax: (941) 708-4024 Fax: (904) 353-7619 Fax: (850) 224-9242 Fax: (561) 640-8202
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The right to collective bargaining is guaranteed by Article I, section 6 of the Florida
Constitution, providing that “[t]he right of employees, by and through a labor organization, to
bargain collectively shall not be denied or abridged.” This constitutional right is implemented in
Part 11, Chapter 447, Florida Statutes. Section 447.501(1) provides in relevant part:

1. Public employers or their agents or representatives are prohibited from:
a) Interfering with, restraining, or coercing public employees in the exercised of any
rights guaranteed them under this part.
c) Refusing to bargain collectively, failing to bargain collectively in good faith, or
refusing to sign a final agreement agreed upon with the certified bargaining agent for
the public employees in the bargaining unit.

§ 447.501(1)(a) and (c), Fla. Stat. (2014).

Once a union is certified to represent a unit of public employees, the public employer is required
to negotiate with union representatives to determine the wages, hours and terms and conditions
of employment of bargaining unit employees. Section 447.309(1) describes the collective
bargaining process:

447.309 Collective bargaining; approval or rejection.--

(1) After an employee organization has been certified pursuant to the provisions
of this part, the bargaining agent for the organization and the chief executive
officer of the appropriate public employer or employers, jointly, shall bargain
collectively in the determination of the wages, hours, and terms and conditions of
employment of the public employees within the bargaining unit. The chief
executive officer or his or her representative and the bargaining agent or its
representative shall meet at reasonable times and bargain in good faith. In
conducting negotiations with the bargaining agent, the chief executive officer or
his or her representative shall consult with, and attempt to represent the views of,
the legislative body of the public employer. Any collective bargaining agreement
reached by the negotiators shall be reduced to writing, and such agreement shall
be signed by the chief executive officer and the bargaining agent. Any agreement
signed by the chief executive officer and the bargaining agent shall not be binding
on the public employer until such agreement has been ratified by the public
employer and by public employees who are members of the bargaining unit...

If agreement on wages, hours, and terms and conditions of employment cannot be reached at the
bargaining table, Section 447.403 provides for the resolution of impasses. The parties may secure
the appointment of a mediator to assist in the resolution of the impasse. If no mediator is
appointed, or upon the request of either party, the Public Employees Relations Commission
(PERC) appoints a special magistrate, who conducts a hearing and makes recommendations on
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the issues at impasse. If a special magistrate is appointed, and either party does not accept, in
whole or in part, the recommended decision of the special magistrate, the disputed issues are
submitted to the legislative body (City Council) for final action. Alternatively, the parties may
jointly waive the appointment of a special magistrate, in which case the disputed issues are
presented to the legislative body for final action. The final step in the statutory impasse
procedure is a public hearing before the legislative body, at which the parties explain their
positions with respect to the disputed issues. At the conclusion of the hearing, the legislative
body takes “such action as it deems to be in the public interest, including the interest of the
public employees involved, to resolve all disputed impasse issues.” Section 447.403(4)(d), Fla.
Stat.

Although Chapter 447 requires public employers and unions to collectively bargain over wages,
hours and terms and conditions of employment, courts and PERC have upheld voluntary waivers
by unions that limit or foreclose negotiations on mandatory subjects of bargaining. School
District of Polk County v. Polk Education Association, 100 So. 3d 11 (2d DCA 2011). In Polk
County, the court held that “absent a clear and unmistakable waiver by the certified bargaining
representative [union] ...a public employer's unilateral alteration of wages, hours, and other
terms and conditions of employment ... constitutes a per se violation of Section 447.501(1)(a)
and (c), Fla. Stat.” See also, Local 1222 v. Pinellas Suncoast Transit Authority, 24 FPER q
29304 (1998); and Florida Nurses Ass’n v. Florida Department of Management Services, 20
FPER 4 25102 (1994). The rule established in all of these cases is that it must be “clear and
unmistakable” that the union intended to give up its right to bargain over a term or condition of
employment.

The above cases illustrate bargaining waivers by unions. However, there is no statute or case
law to suggest that an employer cannot waive or limit a statutory procedure as long as the
limitation does not result in a waiver or limitation of employees’ bargaining rights. If the City
were to agree not to exercise the last step of the statutory impasse procedure (imposition by the
City Council) with respect to a change in pension benefits, the City’s voluntary waiver would not
adversely affect the bargaining rights of employees. Employees, through their unions, would
still be able to bargain over and mutually agree on pension changes through the collective
bargaining process. The only limitation would be placed on the City, which could not exercise
the final step in the statutory impasse procedure for a specified period of time. The City’s
voluntary waiver of its ability to resolve disputed bargaining issues through City Council action
at an impasse hearing would not, in my judgment, result in any waiver or limitation of the
bargaining rights of employees under the Florida Constitution or statutes. Accordingly, in my
opinion a public employer may voluntarily waive its ability under the collective bargaining
statute to impose, through the impasse process, a change in pension benefits.

It has been suggested that, even if the City is able to waive its ability to impose changes in
pension benefits through the impasse process, the waiver could not extend beyond the three year
maximum period for collective bargaining agreements under Chapter 447, Florida Statutes.
However, the proposed agreement containing the waiver is between the City and the Board of
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Trustees of the Police and Fire Pension Fund, and is not a collective bargaining agreement. Even
if the agreement were considered to be a collective bargaining agreement, PERC has held in
numerous cases that collective bargaining agreements in excess of three years are neither illegal
nor invalid. See, e.g., Brevard County Sheriff’s Department, 7 FPER 9 12343 (1981), 7 Florida
Pub. Employee Rep. § 12343, 1981 WL 677362 (“The duration period provided for in Section
447.309(5) ... requires that a ‘window period’ exists in which a certification petition or
decertification petition may be filed. Thus, the agreement may remain in effect, but the
bargaining unit may be petitioned-for by a rival employee organization or decertified at the
prescribed intervals. The contract is currently in effect and valid.”); see also Jacksonville City
Employees, 6 FPER § DA2311064 (1980); Gambrell v. Florida PBA, 5 FPER § DA2310382
(1979); Holmes County School Board, 9 FPER 9 14207 (1983), 9 Florida Pub. Employee Rep.
14207, 1983 WL 863693 (“It does not invalidate an agreement simply because its duration may
exceed three years”) [emphasis added]. Thus, even if the agreement between the City and PFPF
is determined to be a collective bargaining agreement, the fact that the City’s waiver of its ability
to impose changes in pension benefits extends for 10 years would not invalidate the agreement.

Should you have any questions, please feel free to contact me.
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JAMES W. LINN

James W. “Jim” Linn is a shareholder in the Tallahassee office of Lewis, Longman & Walker, P.A.
The firm has four offices (West Palm Beach, Jacksonville, Bradenton and Tallahassee) with 32
attorneys and three paralegals. Lewis, Longman & Walker represents a number of cities, counties,
special districts and other governmental entities throughout Florida in employment, pension,
environmental, land use, administrative and legislative matters. Mr. Linn has practiced law in
Florida for more than 30 years. He was selected for inclusion in the 2009-2015 editions of “The
Best Lawyers in America” in the areas of Labor & Employment Law and Employee Benefits Law,
and holds an AV® Preeminent 5.0 out of 5 rating in Labor & Employment Law from Martindale-
Hubbell, the highest rating available for legal ability and adherence to ethical standards. Mr. Linn
received the Ralph A. Marsicano Award in 2011, presented by the Florida Bar Section on City,
County and Local Government Law, recognizing his significant contributions to the development of
local government law in Florida.

A substantial portion of Mr. Linn's practice is devoted to advising public employers and pension
boards on federal and state laws pertaining to governmental retirement and retiree health benefit
programs. He has also advised numerous local governments on the evaluation and implementation
of pension reform strategies. Prior to entering the practice of law, Mr. Linn served as a Legislative
Analyst for the Florida House of Representatives Committee on Retirement, Personnel and
Collective Bargaining. There he researched and drafted legislation affecting a broad range of
retirement and employment issues. Mr. Linn assisted in the research and drafting of Part VII,
Chapter 112, Florida Statues (the "Florida Protection of Public Employee Retirement Benefits
Act"). As an attorney, Mr. Linn has conducted numerous comprehensive reviews of local
government pension plans to ensure compliance with applicable federal and state laws, has worked
closely with local governments, pension boards and plan actuaries in restructuring retirement benefit
programs, and has prepared numerous pension and retiree health benefit plan amendments. In
1998-99, Mr. Linn served as a member of the Florida Retirement System Work Group, an advisory
panel established by the Legislature to review and make recommendations on actuarial assumptions
and cost methods for FRS.

Mr. Linn has represented a number of public entities in pension-related litigation. Most recently he
prepared a friend of the court brief for the Florida League of Cities in Scott v. Williams, 107 So.3d
379 (Fla. 2013), the Florida Supreme Court case involving 2011 changes to the Florida Retirement
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System. He successfully represented a city and pension board in City of Hollywood v. Nickerson,
830 So.2d 917 (Fla. 4™ DCA 2002) and City of Hollywood v. Petrosino, 864 So.2d 1175 (Fla 4™
DCA 2005). He also represented the Florida League of Cities and several cities in an administrative
challenge to the Florida Division of Retirement’s policy on “extra benefits” for police officers and
firefighters under Chapters 175 and 185, Florida Statutes. Mr. Linn represented a city and pension
board in City of Orlando v. Department of Insurance, 528 So.2d 468 (Fla. 1st DCA 1988). In City
of Orlando, the district court reversed a lower court's ruling that elected and appointed city officials
could not serve on local police/firefighter pension boards. As a result of this case, elected and
appointed city officials are able to serve on municipal pension boards. Mr. Linn has also
successfully defended several cities and pension funds in retirement-related litigation, including age
discrimination claims. He has assisted a number of cities and special districts in joining the Florida
Retirement System, and he has represented many local governments in disputes with the Florida
Division of Retirement involving various state pension laws.

Mr. Linn is a frequent lecturer on pension-related topics, and has appeared at seminars sponsored by
the Florida Bar, Florida League of Cities, Florida Association of Special Districts, Florida Division
of Retirement and Florida Department of Insurance. He chaired the Florida Bar Section on Local
Government Law (now the Section on City, County and Local Government Law) in 1995-96. He
graduated, with honors, from the Florida State University College of Law in 1980.

Mr. Linn has been admitted to practice in Florida since 1980, and is also admitted in the U.S.
Eleventh Circuit Court. He is a member of the Florida Bar Sections on City, County and Local
Government Law, Labor and Employment Law, and Administrative Law. He is also a member of
the National Association of Public Pension Attorneys.

Professional Experience

1995 to Present: Shareholder with Lewis, Longman & Walker, P.A. Clients include local
governments, pension boards and professional associations. Areas of practice include pension law,
labor and employment related matters, legislative and executive agency representation; and
administrative and civil litigation.

1983-1994: Shareholder with Carson, Linn & Adkins. Represented clients in all areas of the firm's
practice before all three branches of state government. Represented public and private entities
throughout Florida in labor and employment law matters, pension and benefits matters,
administrative and regulatory issues, bid disputes, and professional licensure and disciplinary
proceedings. Supervised associate attorneys and paralegals in all areas of the firm's practice.

1980-1983: Associate attorney, Seyfarth, Shaw, Fairweather & Geraldson. Worked in Miami and
Tallahassee offices of 250 lawyer firm, handling employment law matters, retirement issues,
administrative and regulatory matters, professional licensure and disciplinary matters, and
legislative matters.
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1978-1980: Intern and Legislative Analyst, Florida House of Representatives Committee on
Retirement, Personnel and Collective Bargaining. Researched and drafted legislation pertaining to
public pension and benefit matters, and labor/employment law.

Education

J.D., Florida State University, 1980, with honors.
B.S. Florida State University (Government), 1977, Magna Cum Laude.

Recent Speeches

“Pension Reform Primer,” Florida League of Cities Labor Relations Summit, Jacksonville
Beach, February 2013.

“Pension Reform Update,” The Florida Bar Public Employment Labor Relations Forum,
September 2012.

Pension Reform Webinar, Florida Government Finance Officers Association, February 2012.
“2011 Pension Reform Update,” Florida League of Cities Annual Conference, August 2011.

“Managing Municipal Pension Liabilities,” Florida Municipal Attorneys Association Annual
Seminar, July 2011.

“Playbook for Collective Bargaining (Pension Issues),” Florida Government Finance Officers
Association, June 2011.

“The Future of Public Service Pensions,” Florida City and County Managers Association, June
2011.

“Getting Past No: Implementing Pension Reform,” The Florida Bar Public Employment Labor
Relations Forum, September 2010.

“Pension Reform: Effective Strategies for Reducing City Pension Costs,” Florida League of
Cities 2010 Annual Conference, August 20, 2010.

“Pensions: Stop the Bleeding,” Florida Government Finance Officers Association Annual
Conference, May 2010.

“Navigating the Shoals of Public Pension Reform,” Florida Public Employer Labor Relations
Association Annual Training Conference, February 2010.

“2009 Retirement Law Update,” Florida Municipal Attorneys Association Annual Conference,
July 2009.
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“Considerations for Local Governments In Joining the Florida Retirement System,” Florida
Public Employer Labor Relations Association Annual Training Conference, February 2009.
Publications

“1999 Police/Firefighter Pension Law: Analysis and Compliance Strategies,” published by the
Florida League of Cities, September 1999.

"Liberty Interest Protection for Discharged Public Employees,” The Florida Bar Journal, October
1990.

Section 1983: The Changing Contours of Local Government Liability,” The Florida Bar Journal,
October 1984.

"Closer to Home: Applying the APA to Local Government Decision Making,” The Florida Bar
Journal, June 1983.

"Constitutional Issues in Administrative Practice,” The Florida Bar Journal, December 1981.

"Collective Bargaining and the Protection of Public Employee Retirement Benefits,” The Review,
Florida State University Center for Employment Relations and Law, Summer 1980.
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