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MINUTES OF THE SPECIAL CITY COMMISSION MEETING
JUNE 30, 2008
The City of Leesburg Commission held a special meeting Monday, June 30, 2008, in the Commission Chambers at City Hall.    Mayor Christian called the meeting to order at 5:32 p.m. with the following members present:

Commissioner Sanna Henderson
Commissioner Lewis Puckett

Commissioner Bill Polk

Mayor John Christian 
Commissioner David Knowles and City Clerk Betty Richardson were out of town.  Also present were City Manager (CM) Jay Evans, City Attorney (CA) Fred Morrison, Deputy City Clerk (DCC) Diane Gibson Smith, the news media, and others.

Mayor Christian gave the invocation followed by the Pledge of Allegiance to the Flag.

PUBLIC HEARINGS:

TABLED ORDINANCE AMENDING THE RETIREMENT PLAN FOR THE GENERAL EMPLOYEES
AND 
ORDINANCE AMENDING THE GENERAL EMPLOYEE'S PENSION PLAN TO PROVIDE A ONE-TIME EARLY RETIREMENT INCENTIVE WINDOW UNTIL JULY 15, 2008









DCC Gibson Smith read the ordinance, by title only.

An ordinance of the City of Leesburg, amending the retirement plan for the general employees of  the City of Leesburg, Florida, adopted pursuant to Ordinance No. 03-57, as subsequently amended; providing for amendment to the definition of average final compensation to disregard compensation paid after September 30, 2008, providing for amendment of the definition of credited service to disregard service after September 30, 2008, providing for cessation of accruals based on salary and service after September 30, 2008, providing for codification; providing for severability of provisions; repealing all ordinances in conflict herewith and providing an effective date.

Commissioner Puckett moved to adopt the ordinance and Commissioner Polk seconded the motion.

CM Evans stated this drastic change has not been arrived at easily.  The City’s hand has been forced as the budget next year will be $2 million in the hole if no action is taken.  By changing the retirement plan, substantial benefits will be realized next year as well as in future years. Other options, such as Florida State Retirement, terminating this plan and adopting a new pension plan, simply terminating the plan which proved too costly, were reviewed.  Staff determined the best plan is to freeze the current plan and offer a 401a with a recommended 6% amount of payroll contribution.  During the past four years, 12% of payroll has been contributed to the current pension plan.  The reality for the City of Leesburg has changed with the passage of Amendment One - the business model has changed and the way business is conducted must change.  The City is accountable for the mess the City is in and must get itself out of it.  The pension plan is currently calculated on a calendar year so when the plan is frozen, the time from January through September 30, 2008 would be lost to employees.  Staff wants to re-evaluate how best to handle that situation for employees.  Even though contributions of 6% will be made to ICMA, the City must still pay the underfunding due on the current pension plan.  An actuarial impact statement will be done at the end of this process. CM Evans stated he put the General Employees Pension Board on notice at the June meeting that changes were coming; though he was not at liberty to state any more about those changes.  He regrets anyone would think this change was considered lightly.  CM Evans stated he does not have the luxury of being emotional because, in the end, the budget must balance.  Layoffs are still necessary, but staff wants to avoid massive layoffs.  
Mayor Christian requested comments from the public.  
Mike Morris, representative of the Florida Police Benevolence Association (FPBA), stated he has spoken several times with CM Evans.  Mr. Morris related his background in law enforcement and noted he retired after 26 years with the City of Orlando.  Mr. Morris stated members of the Leesburg Police Department contacted FPBA a few months ago.  FPBA filed the intention to hold an election for collective bargaining purposes April 15th or 16th with PERC.  CM Evans sent emails shortly after that date announcing that changes which were forthcoming.  FPBA’s position is that per Florida Statute 447 (governs representation of Police Departments) since the City was noticed on April 15th of the representation, all benefits and terms of employment would freeze.  Any changes to be made are all negotiable after the vote.  Mr. Morris noted it is arguable on both sides that any changes in benefits, especially with pension, should be withheld until after the vote in September, at which time bargaining will be done with any changes to be made.  FPBA has noticed the City that it will file an unfair labor practice if the City continues to move forward with this change.  FPBA wants the members of the Police Department to participate in these decisions.  The pension plan is why many police persons work for the City of Leesburg.  Police personnel are skeptical and want to be involved in this process.  These changes should be held until after the collective bargaining vote in the Police Department.    
CM Evans stated he put the employees on notice of changes in April.  CM Evans noted contact with the FPBA by Police Department staff may have been for fear of loss of benefits. Amendment one, recession, financial issues, and pre-announced changes in benefits from the City Manager (two emails with the final being sent May 15, 2008) were done in advance of the PERC petition being filed.  City staff received notice of the PERC filing on May 16, 2008 - the day after the email. Typically PERC doesn’t approve of retribution towards employees who are looking at unionizing.   CM Evans noted it is in the City’s best interest to move forward with these changes and deal with legal items as they come.
CA Morrison stated he has not been included in the discussions for these items.  CA Morrison stated there is no evidence to suggest these changes are being done in retaliation, but simply coincides. 

Commissioner Polk noted these changes are for the entire City, not just the Police Department.  

Mayor Christian stated he does not want to spend any money to fight the union like the City did a few years ago.

Scott Christiansen, attorney for the General Employee Pension Plan Board of Trustees, stated the pension plan has a provision that states the Board of Trustees will make recommendations regarding any and all changes to the pension plan.  The Board of Trustees has not made any comments on the changes as they were not aware of the changes until last week.  Florida Statutes 112.633 provides “no unit of local government shall agree to a proposed change in retirement benefits unless the administrator of the system (which is the Board of Trustees), prior to adoption of the change by the governing body and prior to the last public hearing thereof, has issued a statement of actuarial impact.”  Mr. Christiansen stated the governing body needs to know the financial impact of the change in the plan.  Mr. Christiansen stated the Commission may have second thoughts if the City is only saving a small amount of money.  The actuary for the City of Leesburg’s pension plan has not been given an actuarial impact statement.  
Patrick Donlan, actuary for the City of Leesburg Pension Plan board of Trustees, stated a number of $750,000 was given as a shortfall in the General Employees’ Pension Fund. Mr. Donlan stated this number was derived from looking at the difference of the market value of assets in the plan as of 10/1/07 and the disclosure on the evaluation of the accrued benefits (FASV accrued benefits).  When an actuarial impact is done, the plan is viewed in terms of the benefit being drawn at different times.  The shortfall may be bigger than the $750,000 noted.  Mr. Donlan also noted closed plans may use a different funding method.  The method currently used amortizes funds over 30 years, but staff may want to shorten that to 20 years. The full impact of making this change needs to be reviewed. 
Commissioner Polk stated if the plan was not closed, one would never know where the plan would end up.  There is always an uncertainty.  Mr. Donlan stated the impact is clearer when more is known and some of the unknowns are given.  Mr. Donlan stated the proposed defined contribution does have more certainty than the current defined benefit plan.  
Mayor Christian questioned the difference between an actuary impact plan and a formal impact statement.  Mr. Donlan stated he talked to the actuary for the Division of Retirement in Tallahassee and asked if an actuary impact statement needed to be done by the Board of Trustees’ actuary.  The actuary for the Division of Retirement stated the policy has always been that no formal impact statement is required unless there is a positive cost.  

Mayor Christian stated the Pension Board’s job is to administer the plan and any changes must be reviewed by the Pension Board.  Mr. Christiansen stated the Board of Trustees is responsible for the current defined benefit plan.  The Board would not make a recommendation on the defined contribution plan.  Staff should have gotten a recommendation on the defined benefit plan before moving ahead with the proposal to close the plan.

Commissioner Polk stated this sounds like a legal issue.  CA Morrison stated outside counsel was retained in this situation so he is not prepared to address this issue.  CM Evans noted the outside legal counsel was not able to attend.
Pam Hester, current employee, stated the people in the room are the City of Leesburg and have not gotten answers to their questions being asked. The employees deserve the same respect and consideration given the citizens and commissioners.  Employees feel this change is being rushed through and they want to know the legal questions are answered.  The employees need to know they will have answers to the questions.  

Kerry Magamoll, 26-year employee, stated he has always taken the benefit statement sent out every couple of years as a promise.  He noted he will lose $1,800 a month with this plan.  The proposed plan will create a hardship on many of us.  Commissioner Henderson questioned how much he was expecting.  Mr. Magamoll stated with 38 years of service he was expecting $4900 a month.
Mayor Christian noted the economy will not always be what it is today.  Mayor Christian stated the need for these changes needs to be clear.  Changes likes these are not easy.
Scott Gray, current employee with the Police Department, stated he applied different places and chose the City of Leesburg due to the pension plan available.  Mr. Gray stated he has 19 years in the system and nearly gave his life for the City of Leesburg.  Mr. Gray stated he sent several different options to the City Manager for review.  One suggestion he proposes is suspending the plan for one year to see what the numbers will be and allow long term employees longer to make decisions.  Another option to save money is to suspend the 4th of July festivities.
Commissioner Henderson stated she has listened to everyone but cannot see any alternative.  She noted changing the plan is the responsible thing to do financially.  

Commissioner Puckett stated having to do anything is terrible.  When the City is out of money, the City is out of money.  Commissioner Puckett stated staff could start laying off enough people to balance the budget.  Commissioner Puckett noted nothing has been a good choice.
Commissioner Polk questioned what would be the problem with moving this to the next meeting and getting a legal opinion.  He questioned if there would be any legal ramifications.  CM Evans stated the rush in this is everything is tied to trying to avoid additional layoffs because staff waited. Staff recommends providing a fairly generous severance package for those who are laid off.  By not having the severance package and the retirements all paid out by the end of this fiscal year, the additional savings will not be realized.  Potentially this means additional people may be laid off.
Commissioner Polk stated he wants the employees to feel they were heard.  Commissioner Puckett would like to know how much an additional two weeks will hurt the City.  
Commissioner Puckett agreed stating the City does not have many choices.  He stated he has been stating the City is broke for a long time.
Mayor Christian stated when you rush and make a decision; sometimes a bad decision is made. The Board of Trustees could meet and make a recommendation next week.  Not having their recommendation could create problems.  Mayor Christian agreed to waiting two weeks to get the information.

CM Evans stated the Board needs to authorize the actuarial report. Patrick Donlan stated he could prepare the impact statement three ways and send the reports to the Board of Trustees to review ahead of time.  

Bob Brown, chairman of the General Employee Pension Board, stated he is not authorized to approve Mr. Donlan preparing the impact statements.  The entire Board must meet to authorize.  Mr. Brown noted this can be done, but on a tight schedule.  

Commissioner Henderson moved to table both ordinances until the July 14, 2008 City Commission meeting.  Commissioner Polk seconded the motion.
Commissioner Polk stated he wants to see comparison numbers shown to employees.  CM Evans stated those figures can be done but at great peril.  There are so many assumptions for the investment choices for the employee.
Bob Brown stated he can ask to call a pension board meeting.  Also, the pay from January to September 30, 2008 not counting can be reviewed.  Currently the pension payout is based on the three highest calendar years.  This could be changed to the three highest 36 consecutive months and could be incorporated into the study.  Mr. Donlan stated the time could be changed to the best three 12-month periods which accomplishes the same thing.  The word “calendar” needs to be removed.  The wording of no more earnings past September 30, 2008 will still need to be included.
CM Evans stated to give an employee a representation of how their money might perform after a period of time in the 401a would mean a lot of variables.  Mr. Donlan noted he will only create an impact study; the employee figures will need to be determined by someone else – perhaps by ICMA-RC representatives.
CM Evans requested how many employees should be included in the review of the new plan payouts.  Mayor Christian noted a few representatives should be provided. 

Deputy City Manager Ed Smyth noted has some information on the average performance of the ICMA 457 and 401a plans.  The level of risk depends on the age.  Mayor Christian noted the ones who are looking at early retirement and those who are possibly being laid off should be given the opportunity first.  DCM Smyth noted ICMA has a retirement calculator available on its website.
Commissioner Puckett suggested a special meeting to review this information.
Bob Brown stated the General Employee Pension Board will meet one time to review the studies and make a recommendation.  

Commissioner Henderson moved to amend the motion to table the ordinances to July 15, 2008.  Commissioner Polk seconded the motion.  The motion to amend the tabling to July 15, 2008 was approved unanimously.
The motion to table the ordinances to a date certain as amended was approved unanimously.  The Commission tabled the two ordinances until July 15, 2008.

Commissioner Puckett moved to adjourn the meeting and Commissioner Polk seconded the motion.  The meeting adjourned at 6:59 p.m.
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City Clerk
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