CITY COUNCIL SPECIAL MEETING
WEDNESDAY, DECEMBER 15, 2010
Mayor Ruane called the meeting to order at 3:00 p.m.
Mayor Ruane gave the Invocation and led the Pledge of Allegiance.
Members present:
Mayor Ruane, Vice Mayor Denham, Councilman Harrity, Councilman Jennings and Councilman Pappas.

Mayor Ruane advised the audience of the meeting process.

Attorney Wayne Helsby spoke to the following:

· Council conducting a public hearing on an impasse relative to negotiations over retirement plan modifications between the City and AFSCME
· Collective bargaining agreement a one-year agreement from October 1, 2009 through September 30, 2010

· During negotiations in 2009 it was understood that the agreement would remain open due to negotiations over potential modifications to the General Employees Pension Plan
· Agreement reached on the following modifications
· Vesting period of 6 years

· One time irrevocable opt-out option to convert from the defined benefit plan to a defined contribution plan

· Grandfathering for early retirement for those employees of 15 years of service or more
· High five of average years of compensation for calculating benefits

· Normal retirement age of 65 years old

· Application of modifications for new hires

Mr. Helsby stated that the above had been agreed to by the City and the union.  He further stated that below were modifications not agreed to by both parties.

· Not agreed upon

· Adjustment to the early retirement plan provisions 
· Pension Plan multiplier

· An increase to the employee contribution to the retirement plan 
· Adjustment to the cost of living provision

· Impasse was declared by the City and Special Magistrate was appointed to consider each position

· September 22, 2010 Impasse Hearing held

· November 11, 2010 Special Magistrate rendered his recommendation

· November 22, 2010 City rejected Special Magistrate recommendations

· December 01, 2010 AFSCME accepted the Special Magistrate recommendations

· City Manager submitted impasse recommendations to City Council
· City Council required by statute to hold the public  hearing 
Initial Presentation by City of Sanibel 
Ms. Zimomra gave a brief PowerPoint presentation
· Exhibit book available for review
· Vesting would go from 5 to 6 years

· Agreed to high 5 years of compensation

· Retirement age at 65 years old

· 15 years of service current provisions for early retirement would remain

· Employees would be able to freeze current plan to participate in new plan or go to a defined contribution plan with employees contributing at least 5% and up to 10% with the City contributing up to 7.5%

· Property values decrease from $5.2 billion to $4.21 billion in the last year

· Pension plan established in 1977 including a 3% multiplier, no employee contribution and career average
· 2002 established a Board of Trustees to oversee investments including 3 employee positions

· 2005 amended where employees began to contribute 5% and monthly pension based on 5 year high average

· 2006 amended post retirement COAL and DROP was added

· Investment returns met in 2006 and 2007

· 2008 13.21% loss and 2009 6.39% loss; 20099.4% return

· Accumulative loss compounded 34.6% loss and must earn at least 13.4% for the next 4 years to make up the loss
· Unfunded liability from $5 million in 2005 to $11.7 million in 2009

· City proposal multiplier; employee contribution, COLA waiting period after retirement; early retirement for employees less than 15 years and adjust for age
· 3% multiplier currently; 1.68% proposed; save approximately 4.1 to 5.3% of payroll

· Employee contribution currently 5%; proposal for 6% savings of $49,000 annually
· 2.75% COLA after 3 years for retirees; proposal 2% after 5 years; reduction in payroll 1.3%

· Retirement currently 65 years; less than 15 years early retirement remains the same 

· Employees less than 15 years of service current early retirement was age 55 with an adjustment of 2.5% each year under age 60; age 60 would become early retirement age and 5% adjustment

· Benefits earned to date would be frozen

· 60-days to decide retirement option

· Next Steps
· 1st reading of an ordinance January 4th
· February 1, 2011 second reading

· April 1st effective date

Initial Presentation by AFSCME 
Mark Sugerman, Esquire and Roy Gibson, Planner introduced themselves.
Mr. Sugerman spoke to the following:

· Advised Council of their role set forth by statute

· Issue was the proposed modification of the Sanibel pension plan

· Number of elements agreed upon

· Impasse hearing held September 22

· City rejected Special Magistrate recommendation

· Pension elements recommended by the Special Magistrate reduce pension plan costs
· AFSCME agreed to a wage freeze

· City financial status healthy

· City reduced debt by $8 million

· Highest cash reserves since 1974

· City cash reserve around 80% of budget

Roy Gibson spoke to the following:

· All cost saving recommendations rejected by City Council
· Meeting scheduled today knowing Irvin Sarfel was out of town
· Public comment not allowed

· Non-union employees not represented

· Police Department members not represented

· City financially sound

· Audited statement does not show decreased revenues

· Changes GASB accounting result of unfunded liability

· Investment policies that hampered pension board

· Assumptions that over exaggerate the require contributions

· Adding the City Manager and City Attorney and automatically vesting them

· City reduced coast by reducing employees

City Rebuttal 
Ms. Zimomra spoke to the following:

· Reserves 

· Restricted reserves - $1.2 million for environmental initiatives, such as beach algae

· $4.5 million for disasters

· $.315 million for insurance deductibles

· $250,000 contingency fund for unforeseen expenses

· Restricted - $1.7 million pledged to the sewer fund

· $8.2 million of unrestricted funds

· Restricted reserves $8.4 million

Union Rebuttal 
Mr. Sugerman spoke to the following:

· City’s General Expenses $10 million annually
· City could survive for 9 months with current reserves

· Unfunded liability of $11 million not due for the unforeseen future & includes employees that may not retire for 15 to 20 years
· No evidence that the City was unable to meet current obligations under the pension plan
Questions by City Council 
Deliberations and Vote by City Council

Discussion ensured regarding chosen dates, Mr. Helsby stated that 3 date options were given and the date chosen was agreed upon b y union representatives, Mr. Gibson stated that an email from Mr. Helsby regarding of said date and the union representative would not be available, Mr. Sugerman stated that the 3 dates offered 1 of 2 union representatives would not be available, why was the date complaint not advanced and was the presentation lacking, Mr. Sugerman answered his job was to represent the union, Mr. Gibson stated that he sent an email to the City Manager regarding dates of availability when union representatives were in town, Ms. Zimomra answered that she did receive the communication and Mr. Helsby advised that Mr. Sarfel acknowledged he was okay with Mr. Sugerman representation, did Mr. Gibson believe that the City would schedule a meeting date to harm the union’s presentation, Mr. Gibson answered that he did not want to believe that, did Mr. Gibson believe that the absence of the union’s representative was disadvantaged, Mr. Gibson answered that yes, without Mr. Sarfel’s attendance the union presentation was at a disadvantage and Mr. Sarfel told him that he did not agree to the date, employees agreed to a wage freeze for 2008, 2009, 2010 and now 2011 fiscal year, what was making decisions on politics, Mr. Gibson answered that the issue was a political one during 2009 election, and the origin to revamp the pension plan was not from the Finance Director, City Manager, but an election,  when analyzing the plan there were issues, and the need to look at more than the cost, discussions regarding the plan pre-date the 2009 election, City Council and City Manager focused on financial issues long before other municipalities, why not allow public comment, Council had a fiduciary responsibility to residents, Mr. Gibson sent an email to the City Manager regarding the date not being appropriate, Ms. Zimomra spoke to receiving the email and communication was sent to Mr. Helsby, decisions not personal, but business, applaud the 9.4% increase to the pension fund, Council must consider salary, investment and turnover, what does smoothing do for the unfunded liability, Mr. Linn answered that in looking at the year ending 2008 the pension fund had a negative investment return of 13.2% and smoothing recognizes the loss over a period of years because the 13.2% loss was divided by 4 to break even and the fund must make the 7.5% plus 5%, 2 year loss would mandate making 7.5% not achieved and add the two together making it a 20.7% loss which was di- vided by 4 and recognizes each year for the next 4 years the fund must make the 7.5% plus 5% plus 8% until 2012 and then another year of loss from the preceding year, smoothing masked the unfunded liability, take losses given and pro-rate over four years, must receive 9.5% for the next 17 years to break even, previous investment manager that experienced losses, Council trying not to lay off employees, plan calls for 7.3 employees to leave each year, information drives the decision not politics, statute does not allow a greater liability to be passed along to future generations, Mayor made the decision not to allow public comment because public input was 9 to 1 against employees, Mr. Gibson stated he had asked for records and disagreed with the 9 to 1 emails against employees, why not allow public to have comment, Mr. Sugerman stated that the union was advocating a reduction in benefits that would help address the unfunded liability, if multiplier was reduced use the FRS pension plan, don’t believe the City’s approach would not wipe out the unfunded liability in 2 years, not advocating to increase liability, but a reduction less drastic than the City’s proposal, $21 million to fund the police and general employee pension plans, guarantee that statements not held against employees, discuss and examine the recommendations by the Special Magistrate, one assumption of Special Magistrate was that the City could do more because there was money in the bank, the 3% multiplier was intended to provide a plan without doing more later, 2007/2008 the City advanced an idea that the pension plan should be improved, City Council did not put the City Manager and City Attorney in the pension plan, but the plan was so good the City Manager and City Attorney chose to join, pension plan unsustainable next year and the year after, the compromise offered by the special magistrate was not sufficient to sustain the plan going forward, was there someone that had not spoken that union representatives believe would be of unusual insight for the union   presentation, Mr. Gibson answered he would like the opportunity for Mr. Sarfel and union members to be heard Mr. Zimomra stated that the FOP agreement was not up for negotiations at this time and AFSCME was left open with the pension an open issue, Council was aware that FOP represents the dispatchers, but was in  AFSCME, Ms. Zimomra stated that the advice from legal counsel was subject to mandatory bargaining,  City entered into an agreement that persons believed it to be perpetual, City had a burden and an environment where staff and residents were happy, Mr. Gibson spoke to 30 year amortization to a 10-year amortization and assumption, Mayor Ruane stated that the Division of Retirement forced the City to change the amortization, and have no employee lay-offs, Mr. Gibson stated the union position was to have lay-offs or reduced hours, no dispute of losses, Mr. Gibson stated that there was other ways to make up losses, Council considered lay-offs and rejected lay-offs, unions provide people with less power to have a element of respect and the feeling of empowerment, explain next steps, and Ms. Zimomra stated that after Council makes their final decision there would be 3 final steps to adopt an ordinance to make pension changes.
Vice Mayor Denham moved, seconded by Councilman Harrity, accept the City Manager’s recommendations on the impasse issues as follows:
· 6% employee contribution

· Vesting period from 5 to 6 years

· 1.68 multiplier

· Establish a defined contribution plan
Discussion ensued regarding Councilman Pappas support City Manager’s recommendation with the acceptation of the 1.68% multiplier and recommended a 2% multiplier, should live up to the intent of contract due to the far reaching affects, throughout the State of Florida the employee contribution was not greater than 5% and considered keeping the employee contribution at 5% rather than 6%, the gain was only $49,000 annually, pension plan a living document, economic conditions reviewed, 13 months of dialogue, and consider continuing the employee contribution at 5%.
Vice Mayor Denham moved to amend the motion to allow that the employee contribution remain at 5%.  Councilman Harrity agreed.
· 5% employee contribution

· Vesting period 6 years

· 1.68 multiplier

· Establish a defined benefit pan
Mr. Gibson asked for clarification for 15 years rather than 17.5 years of service, Mr. Helsby stated that parties had agreed to allow employees with 15 years of service to fall under the current early retirement 
Ms. Zimomra stated that the base pay contribution of 5% for those that stay in the defined benefit plan.
Attached to the record a copy of the City Manager’s memo dated December 02, 2010 of pension recommendations.

The motion carried.  
There being no further business the meeting was adjourned at 1719.

Respectfully submitted by,

Pamela Smith, MMC

Sanibel City Clerk
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