CITY AND COUN 1Y OF SAN FRANCISCO

OFFICE OF THE CONTROLLER ~ . = o - Ben Rosenfield
o - -~ Controller -
. Monique -Zmnda
Deputy Controller
" Fume 23, 201'1': |

Ms Angela Calvﬂlo )

Clerk of the Board of Supemsors :

- 1 Dr. Carlton B. Goodlett Place Room 244
San Francisco, CA 94102-4689 -

RE: TFile 110058 Second Draft Charter amendment modeymg retlrement and health care
systems and beneﬁts _ o

Dear Ms Calvillo,

Shou_ld the proposed charter amendment be approved by the voters in my opmlon, the C1ty w1]_l have -
. reduced costs in the medium and long term for employee pensions and in-addition will have reduced
costs for ﬁna_ncmg employee and renree health care benefits. i :

" The proposed charter amendment makes changes to the retn:ement fon:nulas employer and employer~ .
" contribution rates, plan terms; arid other elements of the San Francisco Employees’ Retirement System -
(SFERS). The amendment also modifies the cost structure and governance of the Health Service -
- System. A- preln:mnary actuarial analysis of fea_tures of the proposed amendment from SFERS a_nd
their actuarral consultants is artached_ _

- Wewill prov1de further cost detaJls on the proposed amendment as. they becorne avallahle from
- actuaries and as analyses are completed in our office..- -

Sincerely; :

Note: This analysxs reﬂects our understanding of the proposal as of '
the date shown. At times further information is provided to us which -
may result in revisions being made to this analysis before the final
Controler’s statement appears in the Voter Information Pamphlet.

W

- Ben Rosenfield . 7 et

Controller !
_ Aftachment -
" 455547500 . CiyHalle1Dr. Carlfon B. Goodlett Place « Rocmn 316 » San Francisco CA 941024694 * FAX 415-5547466
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CITY AND COUNTY OF SAN FRANCISCO - - ]
OFFICE OF THE CONTROLLER ~ - .~ . .- . -~ . -~ -BenRosenfield
= - o . : B - Controller

; R Monique Zmuda
. . . Deputy Controller .

June 27,2011

Ms Angela Calvﬂlo
" Clerk of the Board of Supervrsors o
. 1Dt Carlton B. Goodlett Place Room 244 " -
' San Fran01sco CA 94102—4689

RE: File 110058 Charter amendment on C1ty Retlrement Beneﬁts and Health Care Beneﬁts
. (Tthd Draft) ’ : ; . .

L Dear M. Calvillo,

Should the proposed Charter amendment be approved by the voters, in my opnnon the City’s costs
will be reduced by approximately $50 million in fiscal year (FY) 2012-13 and between $90 and $150 <
million annually through FY 2021 22. The measure would result in srgmﬁcant add1tronal savings in-

the longer te]:m. , . o

: Apprommately 60% of these savmgs will beneﬁt the C1ty s General Fund, w1th the balance
* benefiting enterpnse and other special fund departments, including the Municipal Transportation
*Agency, Public Utilities Comm1ss1on., Airport and Port. Savings will also accrue tohon-City”
employers that partrcrpate in the San Francisco Employee Retirement System. Please note that all -
savings estimates in this analysis are provided in terms of constant FY 2011-12 dollars and therefore
* control for potentral impacts of mﬂatlon on: future dollar values

Pension Plan Contrlbutlon Shifts: The Charter amendment would create a formula that would
increase employee contnbutrons to the. San Francisco Employee Retirement System (SFERS) from
the current 7.5% of salary applicable to most employees in steps up to a maximum of 12.5% of -
salary (13.5% for most police and fire “safety” employees) in times when SFERS is underfunded,
 and would reduce the employee contribution in steps down to a minimum of 2.5% (1,5% for police
~‘officers and firefighters) in times when the SFERS is overfunded The shifts in employee.

- contribution rates will create corresponding reductions or increases in the City’s contribution to -
SFERS. The shifts.would not apply to employees eaming under $24 per hour (or $50,000 per year
for a full-time employee) and the maximum shifts for miscellaneous (non-safety) employees would
only apply to those earning over $48 per hour (or $100,000 per year for a full-time employee). Since .
SFERS is currently underfunded, these provisions are estimated to save the City approximately $45

- miillion to $90 million annually between FY 2012—13 and FY 2021- 22, given current pmJ ections of .
SFERS mvestment retums :

Pension Benefits: The Charter amendment would create a new tier of pension besiefits for
" employees hired after Fanuary 7, 2012, which would lower the ongoing costs of the pension plan. -
Major changes for the new tier include: 1. Adjusts minimum retirement age formulas and increases -
__ the age at which employees can receive their maximum service retirement benefit formula from 62 to -
65 for m1$cellaneous employees and from 55 to 58 for pohce and fire employees 2. Caps the salary

. a1sssaTS00 CityHan 1 Dr. Carlton B. Goodleamacq fu;bgslﬁ ' San Francisco ca 94102:4694 o FAX 415-554-7466



" -used as part of the formula to calculate an individual employee’s pension at no more than 85% of
IRS limits for miscellaneous employees and 75% for police officers and firefighters. 3. Applies
_.employee pension formulas to the average of the last three years of salary rather than two years. 4.
- Modifies the vesting retirement annuity option in the current pension plan for employees who leave -
City service before qualifying for service retirement by reducing the City payment. Savings from
_these measures would phase in as new employees aré hired, rising from an estimated $1 million in
- FY 2012-13 to $13 million by FY 2021- 22 and ultlmately reaching apprommately $40 million.

- annually

Changes to Supplemental Penswn Cost of lemg Ad_]ustment The Charter amendment modifies -
_ the current Supplemental Cost of Living-Adjustment (COLA) made for retirees so that it wouldbe
paid-only when SFERS is fully funded Savings from this provision are tied to the future health of
'SFERS, but in an average of various projection scenarios would equal approximately 6 million

dunng FY 20 12-13, growmg gradually to $70 million annually in future years o

" Other Pensmn Measures The Charter amendment would also estabhsh that employees currenﬂy
covered by the California Public Employees Retirement System (CalPERS) may be given the option
to enroll instead in SFERS and be subject to the same floating retirement contributions as other .
employees. If those employees do not elect to switch, the amendrnent states that if labor agreements
go'to arbitration, the arbitrator should apply a prmc1ple of equitable participation by City employees .
toward the additional pension contnbuuons required by this amendment. The potential savings to the - -
City for this provision during the penod of FY 2012-13 to FY 2021-22 is estunated to be roughly

~ $3 million to $4 million annually.

Retn'ee Health Benefits: Currently, employees hlred after January 10 2009 pay 2% of salary, and
the City pays 1% of their salary into a trust fund to pay for retiree health benefits. The amendment
~ would extend the requlrement to pay into the trust fund to all other employees beginning July 1,
12016, with employee and employer contributions each initially set at 0.25% of salary, gradually

o rising by 0.25% per year up to a maximum of 1% of salary each. We estimate that this provision’

would provide additional deposits to the Trust of approximately $33 million annually by FY 2019-20
through the combined employee and employer contributions. The Charter amendment would also
limit retiree health insurance subsidies for some former employees who have separated from the City. |
~ prior to retirement to establish that these employees are not entitled to dependent coverage subsidies
added through Charter améndments passed after they left City employment. This provisionis
- estimated to save thie City roughly $2 million per year once all eligible participants have retired. Note -
that the City currently pays the cost of retirees’ health benefits each year as that year’s expenseis
due, and there is a substantial unfunded liability related to'the future health benefit subsidy costs for
. current retlrees and employees hired before January 10, 2009, estunated to be over $4 billion as of
July 2008. These provisions will slow the rate of growfh of this future year l1ab111ty as part of a shift

- toa prefunded mode] to pay for these costs

: Health Semce,Board Changes: The proposed Charter amendment changes the compositionand
- voting procedures of the Health Service Board, which oversees Health Service System that provides -
~medical care to employees and retirees of the C1ty and County of San Francisco, the San Francisco.
' Umﬁed School District and the.San Francisco Community College District. The Health Service ™
- Board currently. has seven members, mzde up of one member of the Board of Supervisors, two
members appointed by the mayor and four members elected from the members of the Health Setvice .
System. A two-thirds majority of the Board is tequired to adopt medical care plans. Under the |
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proposed Charter amendmcnt one of the elected members of the Board Would be replaccd bya
member nominated by the Controller of thé City and County of San Francisco, subject to approval by -

a majority of the other members of the Board, and approval of medical care plans Would be subject
‘toa smlple ma_}onty vote.

vSmce,rely, B o %

Note: This analysis reflects o our understanding of the proposal as of-
o "1 the date shown. At times further information is provided to us which
. Ben Ros . : may result in revisions being made to this analysis before the final
L ‘ - ’ Controllcr 5 sfatement appears in the Voter Information Pamphlet.
.Controller : _ _ Ppe Ampe

s
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Clty and OEEQ of San H__.E_a_mna Hun&::_:&.u. Savings Estimates - Floating Employer Oo:ﬁ._v::o:m to HEEB&» @n:ﬂo:m. 4. Investment Scenarios

_|prepared by City and County of San Francisco Controller's Office, June 27, moE

‘IScenarlo 1 "{-Year vom_:,\m... Awo\o m_nmmm _:<mmz=m2 moESm FY mEc 11, 7.75% After

_ [ [ [ .
Oozmgﬁ_m@ 2011- u_N Uo:m._. 4_33 rwn_cum ont effects of inflation . i g
. Scenario | Scenario | Scenario | Scenario Savings -
v HEEE::. QEE.:EEE % Pre-Float mEE%S Contribution Pre-Float _1 2 3 4 Savings From Total Savings ™
FY {Scenarla 1 {Scenario 2 |Scenarlo 3 |Scenario 4{Total Scenario 1 |Scenario 2 [Scenario 3 mnmzm_‘_uw_.. SFERS Float Float Float From New| COLA " [Scenario 1 [Scenarlo 2 Scenarlo 3 Scenario 4
i-YrPos |5-YrPos |Steady  |5-Yrkow w_ummm 1-yr _uo.w 5-YrPos |Steady  (5-Yrlow M__.w_mh_% mzu\u_oﬁﬂ m:«u_e\m« . m:_<u_o<o_. . Tier change 1-YrPos |5-YrPos {Steady 5-Yr Low-
FY 12-13 J 201% .wo.on\u 20.9% 21.9%| . 2,123 421 437 437 458 { %~ mm 3 451 $ § 45| $ 118 - - $ 48 1 ¢ 46 ( 481 % 48
FY 13-14" 24.2%|-. 25.5% 25.5% 26.5% 2,133 508 634 534 555 | § 83]$ 831§ 83 (8% 83| s ~als 61% 29221|$ 92 § 023 92
FY 1415 28.1% 27.2% 28.2% 30.2%| . 2,144 547 mm.m 580 631 | $ 83| % 80 |% 89 | § 891 % 418 218 100(% . 105§ - 105.| $ 108
FY 15-18 24.4% 25.8% 27.0% 29.8% 2,155 510 540 565 623 | § 8418 84| % 8418 89| 8§ . 6]% R R AE] 107 § 107 § 113
_ufm.ﬁ.. 23.4% 234%|  28.4% 30.4% 2,185 488 480 553 636 | § 841 $ B4 | § 84 |'$ 90}$% 8% 251§ 1516 1188 115§ 129
FY {718 22.2%| . 21.1% 251% 31.1% 2,176 464 441 524 . 650 | § 62 |8 82 (¢ 84 | % W01$ "B S 3118 021 ¢ 102 | $ 124 ( § 120
FY 18-19 211%| 19.7%|  287%| 30.7%| 2,187 440 42 - 498 ZAE EE 521§ 85(% 2B O E BI§ 110[$ 00§ 132§ 137
FY19-20 21.0% 18.3% 23.3%|  29.3% 2,198 439 [ 383 488 613 [§ 83 % 521§ 85 | § o1fs 11]1¢ 4418 "118[$ 1078 ~ 140(§ 145
‘Fy20-21 19.8% 17.0% 21.8% 29.0% 2,209 413 355 457 606 | § 52 % 38§ 83§ o1 % AR 5115 11518 102 % 515 T
FY.21-22 17.8% 14.8% 19.6% 26.6% 2,220 372 305 410 556 1 § 52 (% 28 % mm [ B8] § . RS 571 % 1206 99§ 123 | $ ;m.m
10-Yoar “Total _u< 12-13 to FY 21-22 $ 4601 [§ 4,466[F 5,085 )% 5,972 § 671[s 618 1§ 754 ] 843 | § .72 $ 283§ 1,027 ]% 973 § 1,100 § 1,108
Notas “ -

Scenarlo 2:

18eenarlo 3:

-B-Year Pasitive®: 10.0% SFERS investment Returns through FY 2014-18, 7.76% after

Sdenario 4:

“Staady": 7,75% Investmant Retums each <mm«_

[

"§-Year Low": 4.6% SFERS Investment Returns through 201 Alm 7.78% afier

PERS Savings assumed to be equlvalent to share of confributions made by SFERS safety amployass
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- AvreeaMENT .

| City and_County of IS'an 'Fra:ncisco o San Francusco Clty and County :

Employees Retlrement System -

© Tume 22,2011

. Ms. Angela Cavillo
.+ Clerk of the Board of Supezvisors A
" 1 Dr. Carlton B. Goodlett Place Room 244

San Francrsco CA 94102-4689

. .Lmda Wong -
. Rules Committee Clerk
" Board of Supervisors

" . '1 Dr. Carlton B. Goodlett PlaceRoom 244

: -SanFranclsco CA 94102 ' R ' E

RE:

File No. 110058

A proposal fo subnnt to the quahﬁed voters of the C1ty and County of San Franmsco (the " Crty")
for an electron to be held on November 8,2011,a measure amendmg prowsrons in the City's".
Charter to:

(1) adjust contnbutlon rates for current and future employees to the San Francrsco Employees
Retirement System ("SFERS") based on the rate employers are required to pay each year; :
(2) limit, SFERS' supplemental cost of hvmg ad_]ustments to retlree beneﬁts for all employees and -

'retlrees :

(3) create new retirement plans for employees commencmg employment on and after J anuary 7

g 2012; -
* (4) require elected oﬂic1a1s to pay their contnbunons to SFERS. and the Retlree Health Care Trust -

Fund ("RECTE");-

- (5) allow certain individuals Who are members of the Cahfornla Public Employees Rehrement

System: ("CalPERS") to become members of SFERS;.

_ (6) change the composition of the Health' Service Board ('HSB") oo ,
) change the vote requirerent for the HSB 16 approve, member health care plans; = "~
(8) require current employees to contnbute to the Retlree Health Care Trust Fund begmnmg in

Fiscal Year 2016-17;°

o (9) Testrict certain retiree health care beneﬁts for employees who left City employment but havel '
© - not'yet retired, to those benefits in place at the time they left employment; o
- (10) reduce employers' contnbutrons mto the Health Service System Trust Fund under certain

circumstances; and -

(11) make certain other changes to retirement and health care beneﬁts and prowsrons govennng

the RHCTF and the Health Service System.

. .(41' 5) 487-7026 . ‘ 30 Van Ness Avenue, Suite 3000 San Francisco, CA 94102

.-
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'FileNo. 110058
June 22,2011
Page2

- Dear Mss. Calvillo and Wong, - »
- This letter is the cost and eﬂect report requrred to be prepared by the San Francrsco Employees

'Retirement System under Chatter Section A8.500. This proposed Charter amendment modifies various
Charter sections; however, the Retirement System’s review and analysis is limifed to the iinpacton

SFERS pension provisions, and the impact on the SFERS Net Employer Contribution Rate resulting from o

. these amendments. This analysis reﬂeots our understandmg of the subsntuted proposal subrmitted to the
Rules Commrttee on .Tune 16,2011. : :

- Effect of the Proposed Amendment to Charter ‘
Asit relates to the Retlrement System1 the proposed Charter amendment Would

= provrde ﬂuctuatmg oontubutlon rates for current and future employees to the San
‘Francisco Employees' Retlrement System (“SFERS") based on the tate the Crty is requrred

_to pay gach year;.

. = restrict payment of SEERS' Supplemental cost of llvmg adjustments for retired members
. and beneficiaries to years when the SFERS t[ust is at least 100% funded on an actuarral .
‘value of assets basis and there are sufficient excess earnings on trust assets to fund the

supplemental cost of living adjustments and make it a non- permanent benefit i increase for

L members l:ured on or after January 7, 2012

o= create new safety and mrscellaneous retirement plans for employees commencing -
employment with the City on and after January 7, /2012 with the following plan features:

1) Average final compensation would be based on the greater of the highest three

- consecutive fiscal years of compensatron or the 36 consecutive months of -

. oompensanon immediately prior to- retirement
~2) Covered compensation would not include premium pay and would be limited to 85%
and 75%.of the Internal Revenue Code Section 401 (a)(17 ) limit for Mrscellaneous and

. 'Safety members respec’uvely
'3) First ehg1b111ty for service retirement would be at age 53 for Mrscellaneous members

with maximum benefit age factor at age 65
N _4) Maxrmum age factor for new Safety plans would be age 5 8

- 'al_low certain C1ty employees WllO are members of the California Public Employees
'Retlrement System ("CalPERS") to become members of SFERS; . :

Cost and Eft'ect of the Proposed Charter Amendment

. Asrequired under Charter Section A8.5 OO the SFERS consultmg actuary Cherron has prepared a
preliminary analysis to estimate the cost and effect of each component of the proposal. We have

- summarized that mformatron below. The full preliminary report by the SFERS consultmg actuary is
attached , N
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 “File No. 110058
. Fane 22,2011
' .Page3 v

e

- _ Fluctuatmg Emnlovee Contnbutron Rates

The SFERS actuary has not completed its analysrs of the impact of the ﬂuctuatmg employee contribirtion
rates on account refiinds and the vesting allowance benefit for current SFERS members A supplemental '

. report will be provrded when the actuary - completes its analysis. .

- Changes of Supplemental COLA

Because the impact of these changes depends on firture invéstment return scenarios, the. SFERS actuary
used its stochastic model to simulate 500 investment return scenarios over the next 30 years. They then
ranked the contribution rates in each year of the 500 irivestment retum scenarios and reported the 252,

© 502 and 75 percentile results.- The ranges of impact of the proposed changes to the SFERS
Supplemental COLA are summanzed in the followmg chart: o

- New SFERS Pla.ns for Emnlovees Hrred on of after J anuary 7 2012

| The chart below summarizes the dlfferences n the City’s Normal Cost between the pre- July 1, 2010 .

Reductlon in PrOJected Employer Conmbutron Rates asa Result of -

' . v Proposal :

- EYES 25'1]r Percentlle 50& PercenhIe 75th Percentlle
2011 : . .
2016 3%. 1.1% 0.8%-'.

2021 2.8% 23% . . 2.0%

- 2026 35% 3.6% 3.2%
2031 3.7% 3.6% 1. 3.3%
2036 34% - . 3.3% . 3.1%
2041 . 3.0% .-  3.0% 2.8% .

SFERS pla_ns the Proposrtlon D (Iuly 1 2010) plans and the proposed January 7, 2012 plans

City Normal Cost Rates '
AR Pre—Julyl 2010 ProposrtronD Proposed January
Member Group “:{* .0 Plans - Plans: " © 2010 Plans~"
Police 18.57% : C L 16.15% 14.59%
Fire 24.66% - 22.10% 20.29%
' Mlscellaneous ‘ . 8.03% , 7.62% - 584% |
: Composrte T 10.40% | 9.60% ] T8 Y

1185




" File No. 110058
June 22, 2011
Page4

» ,New Shenﬂ Personnel and Mlscellaneous Safetv Plans

 The SFERS actuary has not completed its analys1s of the cost 1mpact of creatmg new SFERS plans for
. City employees currently covered by the CalPERS Sheriff’s Plan and Mlsce]laneous Safety Plan A
- supplemental report will be prov1ded When the actuary completes 1ts analy51s : :

: The Re’urement System will appear at the Rules Commlttee hearmg on this subJ ect and address queshons
of the Committee members : _ .

. Very truly Z‘is&?

- Gary A. Ameho
: SFERS EXCCUthG D]rector

cc: ' The Honorable Edwm M. Lee Mayor
The Honorable Sean Elsbernd =~
* The Honorable John Avalos, Supervisor
- The Honorable David Chiu, Supervisor -
" The Honorable Carmen Chu, Supervisor *
The Honorable Malia Cohen, Supervisor
The Honorable Mark Farrell, Supervisor. -
‘The Honorable Scott Wiener, Supervisor
Ben Rosenfield, City Controller .
“Caryn Bortnick, Esquire, Deputy City Attorney

* Aftachinent: Cheiron report dated June 22, 2011
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Jupe 22,2011 -

Mr. Gary Amelio, Executive Director

San Francisco Employees Retirement System '
30 Van Ness. Avenue, Suite 3000

San Francisco, CA 94102- .

Re: Estimated Cost Impact of City Charter Proposal -

Dear Gary: .

‘As réquéste_d, we have' Qéﬁmatéd the cost impact of the City’s propqsed‘ChaIter aﬁxéhdmeﬁt, _
"as it relates to the City and County of San Francisco Employees’. Retirement System

(SFERS). The City’s proposal would create new benefit structures for employees hired after -
~ January 6, 2012, restrict the Supplemental COLA beginning July 1,:2012, and create floating

" employee contribution rates beginning July 1, 2012. Since the City Controller has already.

analyzed the impact of the floating employee contribution rates, this analysis only addresses”
~ the new benefit structures and the changes to the Supplemental COLA, "This apalysis also
does not cover the new benefit structures that may be implemented for employees currently

covered by CalPERS. .~ : '
New Benefit Stru_ctufes for Future Employ§e§

"The City’s Ch_‘artcr-'»propos'al .Wbuld establish new benefit structures for empioYeéé‘ hired after -
January 6, 2012. The details of the new benefit structures are attached to this letter, but the

primary changes from the c_un"ent'beneﬁt structures.are'as follows: . -

« Average Final Compensation would. be-based. on the greater of the final 36-months
" commpensation or the highest three consecutive fiscal years of compensation. - :
x Covered compensation swould be limited to 85% (75% for safety employees) of the
" Infernal Revemue Code Section 401(2)(17) limit. ~. o T
_ .= Eligibility for retirement would be effectively age 53 with 5 years of service for
' "Miscellaneous employees. - ; . o _ e
x . The meximum benefit multiplier would be reached 'at age 65 for Miscellaneous
"~ employees and age 58 for Safety employees. R ' -

The table .-below cbm'pafes -the 'City’_s_ hoﬁﬁal cost 'ra;fe ﬁoﬁ_l the July '1", 2010 valvation to the
" expected normal cost rate for membets under Proposition D and for members under the -

" City’s proposed Charter amendment. “The City’s portion of the normal cost shown is the total

. pormal cost fate less the member confribution fate prior to any adjustment due to the floating -
contribution rates ir the proposed Charter amendment.’ : ‘




Mr. Gary Amélio
Fune 22, 2011

- Page2 of 8 -
. : July.1,2010. City’s Proposed "
Member Group . Valuation . PropositionD Charter Amepdment-§ -
‘Police . . . 18.57T% 16.15% - . 145%% '
Fire- A ' 24.66% 0 22.10% S 2029%
Miscellaneons ~ = .~ 8.03% - o 7.62% . 5.84% -
‘Composite 10.40% T 9.60% 0 1.85%

It-should ‘be noted that any increase in employee contribution rates due to the floating rate
structure will result‘in larger refund benefits. We have not attempted to model this increase
in our analysis, but expect any increase to be very marginal. The normal cost for the current -
refind benefits is 0.3%, 0.2%, and 0.8% of payroll for police, fire and miscellaneous

members respectively.
Supplemental COLA .~

The City’s Charter proposal would restrict payment of the Supplemental COLA to when
SFERS’ funding level exceeds 100% on an actuarial basis. “When earnings exceed the
_expected eamnings on the actuarial value of assets, the. basic COLA. is enhanced with- a .
- Supplemental COLA up to amaximum combined COLA. of 3:5%.’ The Supplemental COLA.

. résults in a permanent benefit increase. “However, under the City’s Charter proposal, the = .~
Supplemental COLA would not be a permanent ‘benefit increase for members hired after -
January 6, 2012. ' - ‘ ' : o
Because the impact ‘of this plan changes depends on the economic scenario, we used our,
‘stochastic model to simulate 500 investment return scenarios using a normal distribution with -
mean of 7.75% and standard deviation of 10.5%. Then, we ranked the contribution rates in
each year of each of the 500 scenarios and reported the 25% 50®, and 75% percentile results:
The summary of the projected employer contribution rates for the current plan (including

.Pr_opolsi'tion D) is shown in the table below.

L Current Plan Provisions (Including Proposition D) - o
FYE . . 25™Percentile - 50™ Percentile 75" Percentile
2011 . . S 136% ' 13.6% - T 13.6% '
2016 . - 251% - " 29.1% o 33.0% -

2021 c192% . T 218% S 349%
2026 13.8% o 25.0% S 33.0%

2031 : 89% - 204% . S 28.9%
2036 - . %1% ‘ 17.6% - 23.9%
2041 O 93% . 15.6% . . 202%

Thé\ first pfoposal would p.revent' the Supplemental COL'A from being paid unless the plan -
Wag 100% funded on an actuarial value of assets basis. The table below shows the 25% 50T
and __75th_ percentiles of projected employer contribution rates applying this p_rovision toall .-

L RN
g

s ) --11-8.8



" Mr. Gary Amelio
.. June 22,2011 -
. Page3 of 8 . —

:ﬁlture and current members of SFERS (mcludmg current retlrees) These pro_]ectlous are
* based on the same 500 scenarios shown above for the current plan

S ' - City’s Charter Proposal o . )

FYE . 25 Percentrle 0tll Percentile 75" Percentile.
2011 13.6%- . : 13.6% . 13.6%
2016 . ©23.8% - , 28.0% - = 32.2%
2021 16.4% o 25.5% - - - .32.9%
2026 - . 103% - = - 214% 29.8%
o031 s2% - 168% - . 25.6%
2036 - ' O 57% o 143% : 20.8%

2041 ' 63% .. - - 126% - 174%

"Data, Methods and Assumptlons

This analysis is based on the data, methods and assumptlons described in the July 1 2010 '
actuarial valuation report. To-estimate tHe ultimate impact of the changes, we compared the
current populatron under the current provisions to the same population under the proposed.
provisions - assuming ‘they had always been covered under the proposed provisions.
Essentially, we assume that the plan populahon when all active members are covered by the
new provisions is the same demographrc mix (age lengths of service, etc) as the current”
popula‘uon : :

These - estunates are based on -our understanding of the plan changes and the - data,
assumptions and methods all as.described above: Differences between our assumptrons and’
- the actual firture expenence of the plan may produce dlfferent results

Ifyou have any questlons please 1et us know

’ Smcerely, -
Chelron o

Wﬂham R. Ha]]mark, ASA, FCA EA MAAA
Consultmg Actuary : :

cc: G_ene Kalwars_lq _
Jay Huish | .
RayLane .
Anne Harper-

LhEmon
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. ..CITY AND COUNTY OF SAN FRANCISCO EMPLOYEES RETIREMENT SYSTEM

: SUM]\_/_IARY OF.CITY’S CHA_RT'ER PROPOSAL

Pohce and Flre Members — Charter Sectmns 8 604 (Flre) and 8 605 (Pohce)
leed on or after January 7, 2012 ' o

1 Compensatmn

1. “Compensatlon. shall not include remumeration for ‘néw premiums - or
allowances paid by the Clty and County that exceed the rate of pay ﬁxed for -

~ each classification for service quahfwng for credlt
2. For members with concurrent service in- more than oné pos1t10n
“compensation” shall be limited to remuneration for, the first hours pald',, _

+ during any fiscal year equal to one full- time equivalent position.
- 3. “Compensation:. - for any fiscal year shall not include remumeration that

. ’exceeds 75% of the IRC 401(3)(17) compensanon Limit.

2. Fma[ Con’ip-ensaﬁon _

- ‘Average monthly total compensatloin earned during the highest of any three

. consecutive fiscal years of eammgs or the 36 consecutlve months of éamnings
_Immedlately pnor to retirement. . : SRR

3. Member Contributions - =

9.0% of comijensation 'Debending on the employer contribution rate and the base

 rate of pay of the member, the member contribution rate can increase or decrease . . . -

" by up to 5% of pay. Any decrease in the member contribution rate is paid by the
City. For purposes of this cost analysis, the member contnbutlon rate’is assumed o
to remain at 9.0% of compensanon N
- 4. - Semce Retlr_ement‘,
E!}Ulblllfl
Age 50 Wlth 5 years of crechted service.

: Beneﬁt'-Member -

A ‘specified - percent of Final Compensation based on the member’s age at’ '
- retirement (factors shown in ‘Table I below) for each year of credlted service,
i subject to a maximum of 90% of F inal Compensa‘tlon - -
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~ . ! . . ’
rettyeey eleorH A= T P TR T T MO, S e e R .

’ : . TableI" : '
Clty and County of San Francisco Employees’ Retu'ernent System :
Semce Retirement Factors
Retu'ement Age L L Retlrement Factors
- 50 S o . 220%
st L 230%
52 ' g - C T 2.40%. -
53 ' ' ' S 2.50%: :
54 T - - 2.60% - |
55" o L C2.70%
56 o 2.80%
- 57 BE 2.90%
. 58 andabove - - K . 3.00%

. Benefit - Survivor

50% of the service -reﬁrenreﬁt benefit paid to a qudliﬁed sﬁrﬁifor.

i’oét—reﬁrement COsf—of—Living’Beneﬁt o e

Basic- : ‘ -
Monthly bénefits are- . increased or decreased each .Tuly 1 by a maximum of 2% per ,
“year of the initial monthly: beneﬁt A member’s monthly benefit will ‘never -
.~ decrease below its original amouint. Effective July 1, 2009, montbly bénefits are

‘ mcreased or decreased by a max1mum of 2% of the pnor year s monthly beneﬁt |

Supplemental , Co

Effective July 1 of each fiscal year if there are sufﬁcxent ‘excess” ‘investment
"eamnings: on the Retirement fund and the flmd is “fully-funded based on the
actuarial value of assets” for the prev10us fiscal year—end, the adjustment couldbe .
increased to 3.5% of that member’s current: monthly benefit less the a.mount of the -
Basw COLA above. ThJS isa non—permanent beneﬁt increase.

. All other plan prov1s1ons are the same as those descnbed in the July L, 2010
actuanal valuatron report for new police and fire. '
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CITY AND COUNTY OF SAN FRANCISCO EMPLOYEES RETIREMENT SYSTEM

-

SUMMARY OF CITY’S C'HARTER PROPOSAL

Mscellaneous Members — Charter Sectmn 8. 603
Hu'ed on or after January 7, 2012

1.

Compensatwn

A. “Compensatlo > shall not mclude remuneratlon ‘new premlums or aﬂowanees

paid by the City and County that exceed the rate of pay ﬁxed for each .
classification for service qualifying for credit”

B. For members with concurrent service in more than one posmon
“compensatlon shall be limited to remuneration for the first hours paid -

" during any fiscal year equal to one full time equivalent position.

' C. “Compensation:-for any fiscal year shall not melude remunera’uon that exeess

85% of the IRC 401{a)(17) compensatlon [imit.

Average Fmal Compensaﬁon

Average monthly total compensatlon eamed dunng the hlghest of any three

consecutive fiscal years of earnings of the 36 consecutive months of earnings

. immediately prior to retirement.

, Member Contnbutxons

7.5% of Compensatlon_ Dependmg on the employer- contnbutlon rate and the

base rate of pay of the member the member contribution rate can increase or = '
- decrease by up to 5% of pay. Amny decrease in the mernber contribution rate is

pald by the City. For purposes of this cost analysis, the member contnbutlon rate

- is-assumed to remam at 9.0% of compensaﬁon_ .

~ Service Reﬁr_ement

" Eligibility

Age 55 with 20 years of cred1ted service, or age 65 W1t]1 10 years of credlted

service.
Deferred retlrement e11°1b1hty is 5 years of credlted service W1th beneﬁt payable _

1o ea:rher than age 53.

' _ Effective-reti'rement eligibilit_y is age 53 W1th5 years of credited service.
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