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Date:  

September 2, 2015

To:

Robert Baldwin, City Manager 

Colin Donnelly, Assistant City Manager
From:

James A. Cherof, Labor Counsel  JAC

Subject:
Pension Ordinance Chapter 18, Pension and Retirement

The proposed Ordinance was originally drafted and submitted to the Commission in 2013 to mirror language the collective bargaining agreement that took effect between the City and AFSCME following protracted negotiations and impasse. The original Ordinance was adopted by the City Commission on first reading on June 11, 2013. When the Ordinance returned for second reading on June 25, 2013 no action was taken by the four member Commission. The administration was directed to bring it back when the Commission vacancy was filled. Without the adoption of this Ordinance, the City’s Code of Ordinance does not conform to the pension and health care articles in the AFSCME collective bargaining agreement (CBA). 

The proposed pension Ordinance will provide the necessary legal direction to the General Employee’s Pension Board on implementing the changes to the General Employees’ Pension that were made part of the CBA. To date, the Pension Board has not applied the CBA changes, relying on language in the CBA that the Ordinance must first be passed to fully effectuate the changes shown below. The provisions of the current CBA we are attempting to codify with the adoption of this Ordinance read as follows:

22.5    The existing policy regarding retiree health benefits shall be continued for all employees on the payroll as of the effective date of this Agreement except that employees who retire after the date of implementation of this agreement, on reaching Medicare eligibility, shall be responsible to pay 100% of the cost of City health insurance coverage if they elect to continue City coverage.
Justification: Most private and public retirement plans encourage retirees to shift from employer insurance plans to Medicare once the retiree reaches Medicare eligibility. The shift is encouraged by requiring the retiree to pick up their share of the insurance cost by reducing or fully eliminating any City paid subsidy. As noted in the Special Magistrate’s recommendation during the 2013 impasse, the City’s retiree health insurance benefit is “atypical”. The Magistrate wrote:

Additionally, the city states it is self-funded for healthcare.  During the hearing process, the city admitted it does not coordinate its retirees with Medicare beneficiaries as to Part B.  This is a startling mistake costing the city, in my estimation, $100,000.00 per year.  Every qualified retiree, age 65 and over, should be required to have Part A and Part B of the social Security Act provision in order to qualify for the City’s supplemental healthcare benefit.  I find it very atypical that Dania Beach was unaware of such a substantial cost saver in Part B of Medicare.

With the adoption of this Ordinance the City will be able to effectuate the cost saving change recommended by the Magistrate that is currently included in the CBA but not yet codified.

32.6 Effective September 30, 2013, or upon the enactment of an appropriate Ordinance by the City Commission, whichever is later, the defined benefit pension plan for general employees will no longer offer the DROP option to employees in the defined benefit pension plan for general employees.
Justification: Although DROP benefits are usually considered to be cost neutral to public employers, since neither the employer nor the employee contribute to the pension during the time the employee is in DROP; however, this is not the case for the City.  Upon entering DROP, the City converts its additional pension contribution (16.08%) to wages for the employee. In addition, the City must enroll DROP employees in the Florida Retirement System, thereby incurring the cost of second pension for the DROP employees.
This proposed Ordinance differs from the original Ordinance only in its effective date.  Employees in the city pension system will need to retire or enter the DROP by September 30, 2015 to retire with the existing benefit package. The modifications have been found to have no actuarial impact by the pension actuary. A copy of her letter is in the backup to this agenda item. 

A copy of the original 2013 Agenda Memorandum is attached.  

Recommendation

It is recommended that the City Commission approve the ordinance.
Date:  

June 5, 2013
To:

Mayor Walter B. Duke, III



Vice Mayor Albert C. Jones


Commissioner Chickie Brandimarte



Commissioner Patricia A. Flury



Commissioner Bobbie H. Grace

From:

Robert Baldwin, City Manager

By:

Colin Donnelly, Assistant City Manager

Subject:
Pension Ordinance Chapter 18, Pension and Retirement

The proposed Ordinance before the City Commission, if adopted, will modify employee benefits described in the City’s Employee Pension Plan and Retiree Health Insurance Plan.  The proposed changes are prospective only and will have no impact on individuals already in retirement or current employees in the DROP; the benefit levels of those individuals are vested.  

HEALTH INSURANCE
Pursuant to §18-1 of the City’s Code of Ordinances, retirees participate in the group health, hospitalization and life insurance plans the City provides to its employees.  After adoption of the Ordinance, new retirees (employees who are not currently in DROP and who retire after June 25, 2013) will be required to pay 100% of the cost of their participation in the group insurance when they become Medicare eligible.

PENSION CHANGE
There are various optional forms of pension benefit payments available to retirees as set forth in §18-29.7 of the City Code.  As of October 1, 2013, the Deferred Retirement Option Plan (“DROP”) ceased to be offered.  Accordingly, an employee will no longer be able to enter into the DROP, continue to work, and separate from the City at a later date.
The City’s proposal to increase the participation level from one third to one half was rejected by the Union in the last round of bargaining and that issue was resolved in the Union’s favor by the City Commission at the August 1, 2012 public Impasse Hearing.
  As it stands, the current Collective Bargaining Agreement which was ratified by the Commission and the employees in the bargaining unit contains this language which essentially grandfathers in the 1/3 participation rule for Union employees on the payroll when the contract was ratified until they reach Medicare age (at which time the amendment requires them to pay 100%):
22.5
The existing policy regarding retiree health benefits shall be continued for all employees on the payroll as of the effective date of this Agreement except that employees who retire after the date of implementation of this agreement, on reaching Medicare eligibility, shall be responsible to pay 100% of the cost of City health insurance coverage if they elect to continue City coverage. 
The City impasse proposal to eliminate DROP was approved by the Commission and the bargaining unit employees as reflected in the following language from the CBA: 
32.6      Effective September 30, 2013, or upon the enactment of an appropriate ordinance by the City Commission, whichever is later, the defined benefit pension plan for general employees will no longer offer the DROP option to employees in the defined benefit pension plan for general employees.

The proposed ordinance makes no changes to participants in the Florida Retirement System.

Recommendation

The Recommendation is for the City Commission to approve the changes to the pension and health insurance that are within the ordinance.  
� A subsequent clarification of intent as reflected in the adopted minutes of the impasse hearing occurred outside the scope of the 8/1/2012 public impasse hearing and that clarification was rejected by the Union, leaving the status quo (1/3 participation) in place until it is further negotiated. Negotiations will resume shortly.  
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