
TOWN OF PALM BEACH
Town Manager's Office

FINANCE AND TAXATION COMMITTEE

AGENDA

TOWN COUNCIL CHAMBERS

WEDNESDAY, MARCH 30, 2016

2: 00 P.M. 

I. CALL TO ORDER AND ROLL CALL

Michael J. Pucillo, Chair

Richard M. Kleid, Member

II. PLEDGE OF ALLEGIANCE

III. COMMUNICATIONS FROM CITIZENS - 3MINUTE LIMIT PLEASE

IV. APPROVAL OF AGENDA

V. DISCUSSION REGARDING THE POTENTIAL REFUNDING OF THE 2010

REVENUE BONDS. [ Jane Stroder, Finance Director] 

VI. CONSIDERATION OF PUBLIC SAFETY PENSION MATTERS

a. PRESENTATION OF COMPENSATION STUDY RESULTS [ Gary Lawson, 

Mercer Group] 

b. DISCUSSION OF POTENTIAL ALTERNATIVE OPTIONS FOR DEFINED

BENEFIT PLAN FOR PUBLIC SAFETY EMPLOYEES

VII. ANY OTHER MATTERS

VIII. ADJOURNMENT

PLEASE TAKE NOTE: 

Disabled persons who need an accommodation in order to participate in the Finance and Taxation Committee

Meeting are requested to contact the Town Manager' s Office at 838- 5410 or through the Florida Relay Service by

dialing 1-800- 955- 8770 for voice callers or 1-800- 955- 8771 for TDD callers, at least two ( 2) working days before

this meeting. 
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REPORT OF THE FINANCE AND TAXATION COMMITTEE

MEETING HELD ON MONDAY, FEBRUARY 8, 2016

CALL TO ORDER AND ROLL CALL

The Finance and Taxation Committee meeting was called to order on February 8, 2016, 

at 9:34 a.m., in the Town Council Chambers. On roll call, all Committee Members were

found to be present. 

PLEDGE OF ALLEGIANCE

Chair Pucillo led the Pledge ofAllegiance. 

COMMUNICATIONS FROM CITIZENS - None

APPROVAL OF AGENDA

Motion was made by Committee Member Kleid, and seconded by Chair Pucillo, to

approve the Agenda. On call for a vote, the motion carried unanimously. 

DISCUSSION OF POTENTIAL ALTERNATIVE OPTIONS FOR DEFINED

BENEFIT PLAN FOR PUBLIC SAFETY EMPLOYEES

Chair Pucillo spoke regarding how the presentation was prepared and the instructions that

were given to the Actuary in preparation for the presentation. 

Director Stroder provided an overview ofthe different scenarios presented. 

Wilbur Ross, 328 El Vedado, Retirement Board of Trustees Co-Chair, expressed his

support for solving recruitment and retention issues, but expressed concern that the

figures used in the presentation were from 2014. 

Discussion ensued regarding when updated figures would be available, reviewing the

status of the retirement plan on a long-term basis, and the effect market changes since

2014 would have on the plan. 

Actuary Brad Armstrong confirmed that 2015 figures would be available prior to the

March 7, 2016, Retirement Board ofTrustees meeting. 
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David Rosow, 1460 N. Lake Way, spoke regarding the importance of obtaining up-to-

date data, changing employment market conditions, other municipalities' retirement

systems, increasing the multiplier and eliminating the defined contribution plan for public

safety employees, putting any changes into place before the next budget cycle, the

funding obligation continuing to grow no matter what the Town does, changing course, 

the Town's discretionary 4% contribution, and the 457K Plan. He recommended a 10% 

public safety employee contribution, a 2.5% multiplier, and a retirement age of56. 

Discussion ensued regarding the unfunded liabilities under the defined benefit plan, 

differences in the municipal marketplace, the history of the pension changes, public

safety employee culture, market conditions and their effect on the plan, and having the

Retirement Board ofTrustees look into getting a better investment manager. 

By consensus of the Committee, the item was deferred until the 2015 data is

available. 

17 VI. RESULTS OF SURVEY CONDUCTED BY THE HUMAN RESOURCE

18

19

20

21

22

23

24

25

26

27

28

29

30

DEPARTMENT [ Danielle Olson, Director ofHuman Resources] 

Chair Pucillo provided an overview of the survey and spoke regarding general

employees' perceptions regarding the fairness of changing the public safety employees' 

retirement plan. 

Director Olson provided an overview ofthe results. 

Public Safety Director Blouin spoke regarding differences in the survey results depending

upon how long the employee has been with the Town, the turnover rate being highest

among new employees, 65% of public safety employees having three years or less with

the Town, and nearly all senior employees being in the DROP Program. 

31 VII. POLICE FOUNDATION AND CIVIC ASSOCIATION REQUEST

32 [ Pat Cooper, Civic Association and Tim Moran, Police Foundation] 

33

34

35

36

37

38

39

40

41

42

43

44

45

46

John Scarpa, 1676 S. Ocean Blvd, Palm Beach Police Foundation President and Palm

Beach Civic Association Member, stated that both the Police Foundation and the Civic

Association are proposing to underwrite an independent benefit study for public safety

personnel. The study would be conducted by the Mercer Organization, and a final report

would be available on or about March 3, 2016. 

Pat Cooper, Palm Beach Civic Association, added that the study will look at the Town's

total compensation and pension benefits and compare them to those of other

municipalities. 

Tim Moran, 257 Dunbar Rd., Palm Beach Police Foundation, stated that the study would

only include general employees if the results indicate that public safety and general

employees are treated the same in other municipalities. 

02-08-16 FTC Mtg./ Page 2 of 4
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Discussion ensued regarding different mentalities, concerns, and expectations between

public safety and general employees, trying to get as much data as possible within the

specified timeframe, public relations problems if the study focuses only on public safety

personnel, what question the Police Foundation and Civic Association want Mercer to

answer, whether the study will be limited to Palm Beach agencies, what will be included

in the study, how intangible benefits are to be evaluated, working closely with Staff

during the study, having Staff review the draft report, looking into what organizations

employees are leaving the Town to join, costs involved in the study, and study timing. 

Chair Pucillo stated the importance of finalizing Mercer's recommendations before

preparation ofnext year's budget. He stated that the Committee will meet in March to

make recommendations for the Town Council's consideration in April. 

Discussion ensued regarding future Committee meeting dates, whether the report will

compare Town salaries with those ofthe other municipalities, the final report including a

series of options without costs attributed to them, and concerns over the timing of the

recommendations and getting cost estimates before next year's budget process begins. 

Gerry Frank, 2784 S. Ocean Blvd., Civic Association and Police Foundation Member, 

spoke regarding the Civic Association's recent survey results showing that safety is one

of the main reasons people choose to live in Palm Beach and spoke in support ofraising

taxes ifneeded to address public safety personnel recruitment and retention. 

Discussion ensued regarding opposition to any tax increase, the need for public safety to

be the Town's goal, and the ability to find a revenue neutral solution to these matters. 

27 It was the consensus of the Committee to recommend that the Town Council

28 approve the proposal made by the Palm Beach Civic Association and Palm Beach

29 Police Foundation and to accept their donation to underwrite a compensation and

30 benefit study for public safety personnel. 

31

32 VIII. ANY OTHER MATTERS

33

34

35

36

37

38

39

40

41

42

43

44

45

46

Chair Pucillo stated to Director ofPublic Safety Blouin that the Committee understands

the problem, and that it is committed to dealing with the issue. 

02-08-16 FTC Mtg./ Page 3 of 4
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f REPORT OF THE FINANCE AND TAXATION COMMITTEE MEETING HELD ON MONDAY, FEBRUARY 8, 2016

IX. ADJOURNMENT

There being no further business, the Finance and Taxation Committee meeting of

Monday, February 8, 2016, was adjourned at 11:07 a.m. 

ATTEST: 

Susan A. Owens, MPA, MMC

Town Clerk

Date

APPROVED: 

Michael J. Pucillo

Chair
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March 30, 2016

To: The Mayor and Town Council ofPalm Beach

I apologize for not being present at today's Finance and Taxation meeting as I am currently traveling

overseas on business. I have reviewed the Mercer report and believe that it makes the important point that we

must consider the whole package available to the uniformed services not just the pension plan. It however is

skewed in that it assumes that in the defined contribution plan the return on portfolio is only 6% while the

people are employed and that they then buy an annuity at only 5%. Since the present rate ofreturn

assumption is 7.5% and the trustees have recommended a gradual downward adjustment to 7% the study

should compare apples and oranges or either use the trustees' assumptions for both purposes or else use the

6% assumption to demonstrate to the council the horrific results ifthe actual outcomes are a combination of

6% and 5%. I know ofno public pension fund that uses such low assumptions and believe that doing so

greatly distorts negatively the results ofdefined contribution versus defined benefit. It also is not clear to me

that Mercer takes into account the other structural changes regarding retirement age etc. nor do they address

the question ofwhether some combination ofmore upfront pay, a stay bonus after 3 or 5 years and an

obligation oftrainees to repay the cost oftheir training ifthey skip after a couple ofyears might be a better

solution. Finally in discussing the turnover problem they ignore take fact that much ofthat turnover was to

be expected in the normal course ofevents nor how much extra benefit and consequent cost to the town

senior people in uniformed services scheduled for retirement within the next two or three years would

receive under the new program. There clearly is no benefit to the quality or retention ofpolice from adding

large amounts to the benefits ofnear term retirees. Nor is there anything in the Mercer study that proves that

the quality ofnew hires has gone down. I do not know the answers to any ofthese questions but neither do

the Committee nor the Council so how can they make a sound decision without understanding all ofthe

facts? Decisions about the pensions have tens ofmillions ofdollars ofpotential impact on both the tax payers

and the uniformed services and it therefore would be imprudent to rush to a conclusion based on the

fragmentary evidence now before the Committee. I reiterate my beginning statement that that I have the

utmost respect for the uniformed services and this is by no means an anti-uniformed services position. Palm

Bleach should do what it takes to be assured that our citizens continue to be as well protected as they have

been, but the means ofachieving that objective need to be well thought through and fact based, not a knee

jerked reaction. 

1. Because ofadverse actual investment results relative to the 7.5% assumption, the Town's unfunded

pension liability rose from $67,111,000 to $85,148,000 at 9/30/15, a difference of $18,037,000. 

2. In 2014, the projection ofthe Town's pension contributions for 2017 was $6,894,732. The most

recent update is an increase of $1,991,867 to $8,886,049. 

3. The actuary estimates that ifthe rate ofreturn achieved were Yi% below the assumption the Town's

contributions would rise by $700,000 per year for each year through 2025. Ifthe mortality tables turn

out to underestimate longevity by two years, the annual impact would be an additional $700,000 per

year. Finally, ifpayroll increases were 1 % more per year than estimated, that would add another

175,000 per year. These three variables could easily raise the base case by $1,575,000 per year. 

4. The actuary's estimated employer contributions for the fiscal years ending September 30 follow: 

2015: $ 7,534,000

2016: $ 8,365,000

2017: $ 8,886, 000

Rising every year to 2025: $ 12,602,000 Submitted at Mtg

3/3Cfi6
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5. The proposed changes all increase the risk to the Town ifthe forecasts prove to have been again

incorrect. This is inherent any time a defined benefit plan is substituted for a present defined

contribution plan. Picking a single future point such as 2017 at which the Town' s payment for that

year is the same under defined benefit as under defined contribution does not address the question of

future risk. 100% ofthe errors in forecasting will be borne by the Town ofPalm Beach. 

6. It is not the function ofthe Pension Board to advise the Town how much risk it should take. But, if

the Town Council did desire to limit some of its risk, making the employee contributions a

percentage ofeach year' s total actuarially determined contributions rather than a percentage of

payroll would mitigate the risks and share them between the Town and the employees. This would

create a symmetry of interests between tax payers and town employees. If the sharing were limited to

a portion ofthe incremental cost ofthe enhanced benefits, the employees would still be guaranteed

the ultimate benefits for which they had bargained, but their contributions to the funds would vary a

bit with the fund' s performance year to year. This would be an unconventional outcome, but we are

in an unconventional situation. I am not aware ofany public or private sector employer who has ever

shifted from a defined benefit fund to a defined contribution one and then shifted back to defined

benefit. 

7. I also would urge the Town Council to discuss with the uniformed services a possible trade- off

between a higher level ofcurrent pay, which also would require more pension benefits by increasing

the base, as opposed to changing the multiplier or retirement age. Pay increases have been a

successful trend in the private sector and there likely is some level at which we could use them to

solve our desires regarding recruitment and retention. 

8. Whatever benefit package is decided, I do suggest that the actuarial rate ofreturn assumption be

reduced from 7 ~% to 7% given that our fund is very mature. To moderate the impact on tax payers

it should be phased in by 1/10% per year. The Pension Trustees voted unanimously to recommend

this schedule to the Town Council. At the present benefit structure the incremental cost to tax payers

would approximate $ 140,000 each year, cumulating to $700,000 five years hence assuming that the

investment performance annually is consistent with the new lower rate assumption. 

9. One ofthe Town' s problems is apparently that young people use Palm Beach uniformed services as a

way to get to South Florida and be trained. They then shop around for a better deal. Many Wall Street

firms pay for young associates to go to graduate schools ofbusiness and then return to the firm. The

person signs a contract agreeing to remain with the employer for a number ofyears following

graduation and ifhe or she fails to do so to repay to the firm the cost ofthis schooling. Some such

system might be useful to Palm Beach. 

10. Items 6 through 9 reflect my personal thoughts and do not necessarily reflect those ofthe other

Pension Trustees. 

Best regards, 

Wilbur Ross


