File No. 151277 ' Committee Item No. 1

Board Item No. 4

COMMITTEE/BOARD OF SUPERVISORS!
AGENDA PACKET CONTENTS LIST |

Committee: Rules Committee Date February 25,2016

‘Board of Supervisors Meeting Date _ March 5 2016

Cmte Board

Motion

Resolution

Ordinance

Legislative Digest

Budget and Legislative Analyst Report
Legislative Analyst Report’

Youth Commission Report
Introduction Form (for hearings)
Department/Agency Cover Letter and/or Report
MOuU

Grant Information Form

Grant Budget

Subcontract Budget
Contract/Agreement

Form 126 — Ethics Commission
Award Letter

Application

Public Correspondence

]

I S A
O 3 3

OTHER (Use back side if additional space is needed)

Actuarial Cost and Effect Report

OO E=]
I

Completed by: Derek Evans Date__ February 22,2016
Completed by: Derek Evans Date__March 3. 2016

An asterisked item represents the cover sheet to a document that exceeds 25 pages.
The complete document can be found in the file.

301



302



=

6 o o~ & KW N

|| FILE NO. 157277 ORDINANCE NO,

[Admlmstra’nwa Gode - Definition:of Final'C ompensatlon for Retlremem Benefrs]

| Ordinance:amending the Administrative Code to update the definition of final
| compensation for purposes of retirement benefits under the San Francisco Employees®
|| Retirement System, and to include in that definition compensation earnable under the

|| Judges’ Retirement System and Judges” Retirement System Il.

NOTE: - Unchangéd Code text and unicodified text are in plain Arial font. .
Additionsto Codes are in suwle~undef lme I[aZZCS T Ies New Rorzcm fom‘
Deletions to Codes are in st 1o i iy
Board.amendment additions are m doublo underlmed Anal :om
“Board améndment deletions are in :
Asterisks' (* * * *)indicate'the: omrss;on of unchanged Code
‘Subsections or parts of tables,

Bé it'ordained by the People of the ity anid County of Sar Francisco:

Section 1. The Administrative Codeis hereby amended by revising Section 16.29:7:3,

|| to'read as follows:

SEC, 16.29-7.3. DEFINITIONS — FINAL COMPENSATION:

Final compensation shall meesthe

|| edrnable 'dur'nic‘dmy "pe‘zf'iqurqfse'};v:'éevds @ member -of’th‘e‘ ngdgfé;gf Retzfe‘men;e&vsrém:o_rz ihe Judges™

|| Relirement System Il shall be considéred compensation earnablée as & member of the: Rétirément Svstem:

1| for purposes of compuiing final compensation for the member. if he or she retires concurrently under

\Vboth svstens.

Supervisor-Cohen:
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numbers, punctuation:marks, charts, diagrams, orany: other.constituent parts of the:

Section 2, EﬁechveDa’te ‘This-ardinance shall become effective 30 days after

| enactment. Enactment occursiwhen the Mayor signs the ordinance; the Mayor returns the
| ordinarice unsigiied or does ot sign the ordinatice within ten days 6f feceiving it, of the Board

| of Supervisors overrides the Mayor's veto of the ordinance;

Sectiori 3. Scope of Ordinance. Inenacting this ordinanes, e Board of Stpeivissis

| intends to-amend ohly those words, phrages, paragraphis, subsections; sections; articles;

I Administrative Goder that are explicitly showi i ‘this ordinance:as additions, delstions, Board

||-amendment additions, and Board amendment deletions iri accordance with the “Note? that

appears: under the official itle of the-ordinance.

. APPROVED AS TO FORM:
'DENNIS:J. HERRERA, City Affomey’

Deputy City. Attorney:

nile gana\as2015Y1600332101068006.d0c:

| Supervisorgotien, . |
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FILE NO. 151277

LEGISLATIVE DIGEST

[Administrative Code - Definition of Final Compensation for Retirement Benefits]

Ordinance amending the Administrative Code to update the definition of final
compensation for purposes of retirement benefits under the San Francisco Employees’
Retirement System, and to include in that definition compensation earnable under the
Judges’ Retirement System and Judges’ Retirement System [l.

Existing Law

Final compensation is currently defined under Section 16.29-7.3 of the Administrative Code as
the average monthly compensation earnable by a member during the 10 years immediately
preceding his or her retirement. However, this definition is outdated and does not accurately
define the final compensation applicable to members of the San Francisco Employees’
Retirement System ("SFERS”). Additionally, the current definition of final compensation does
not include any compensation earnable for service as a member of the Judges’ Retirement
System (“*JRS”) or the Judges’ Retirement System [l ("JRS II).

Amendments to Current Law

The proposed ordinance amends the definition of final compensation so that final
compensation is defined by reference to the definition in Charter provisions for the plan
applicable to a member. Additionally, the definition of final compensation is amended so that
compensation earnable as a member of JRS or JRS |l is considered in determining a
member’s final compensation for purposes of the member's retirement benefits under SFERS,
if the member retires concurrently from both systems.

Background Information

The California Public Employees’ Pension Reform Act (“PEPRA"), which took effect in
January 2013, made certain changes related to JRS and JRS ll. However, because PEPRA
does not apply to SFERS, members of SFERS who have become members of JRS and JRS
il have not been able to take advantage of such changes. Therefore, the calculation of final
compensation in determining SFERS retirement benefits for such members has not included
compensation earned as a member of JRS or JRS ll. The proposed ordinance is intended fo
treat SFERS members the same as other California plan members who become judges under
JRS or JRS Il when calculating retirement benefits under SFERS.

n:A\legana\as2015\1600332\01068004.doc
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Ctty and: County
Employees’ Re’cxr.e,.mentsys.uem

Office o the Executive Director

January 22,9016

Angela Calvillo

Clerk of the Board:

Board of Supervisors

Room 244, City Hall

1Dr; Carlton B:GoodlettPl;
San Francisgo, CA 94102

Erica Major A .

Assistant Committee Clerk, Government Audit and Oversight Cofmimittee
‘Board of Supervisors
Room’ Z«M -City Hall
lDr Carhon Bl Goodiett?l-
San Francisco; CA. 94102:

Re: .'Actuarla[ Cest and Fffecz Repor" reﬁardanc Hle No. 151277 - {)rdmame amendmc‘the )

calcu.iat:on of the members >FtRS?retxrament benerlts provr_ fed thct the member,mnres cencurre*\tl\ ‘ain;

30'Varr Ness Atisrilie Site 3000, < SaiFrancises, CA 94103 = 4154877030 + wwiw:sérsorg:
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-;CQSiiapd Eﬁe'cibfiheffﬁmpese& Grdinance

The Retirement System’s consulting actuary, Cheiron, conducted an analysis of the costand effect of the
‘propoesed ordinance. | have sufnmarized Cheiron’s analysis.below. The-full Cheiron report is attached,

Cheiran has détermined, given-the small himber of mambars llke]y to be affecied by the proposed
ordmance, any additional costs of mcludngRS and-JRSH compensatlon wolld be:fiinor. SFERS has
identified four inactive SFERS members who would be' af‘ected by the proposed: ordinance: The estimated
increase in the annual benefits: 1orthese members is $45,000- aud the'estimated increase in J‘ne present valuz
of benefits:at retirement age for these fouir inactive SFERS members is $591,000:

I the future, fnore SFERS mambers are likely to bé affected by this change.. Betweer: July 1, 2005 and July 1,
2015, thete were 13 memoers whio terminated from SFERS, becamejudges under JRS. orjPSi and ’
‘subsequentfy retxred frony SFERS, ‘Cheiron determined; if this 10-year recent history-is. representative uf the
ImeEy future impact; the effect on SFERS inaggregate Wﬂl continue tobe small.

From a policy perspéctive, the proposed ordinance will conform, SFERS policy related to plan members who
hiave setvice under IRS and JRSIi to howr similar service is recognized under CalPERS and most California

(:Qu,n‘y retirament s,y:cems.

The Retirement System will appéar at the Government Audjt and Oversight Committee hearing on this
subject and be-available to address any questions:of the Committee members.

Bést regards;

Jay §1 u?sh;
Exeentive.Director
Sarni Francisco Employees’ RetirementSyster

Attachimerit.  Cheiron report dated January 18,2016

cé:  President London Breed
" Boerd of Supenvisors:
‘ReGm 244, City Hall
1 Dr. Carlton B. Goodiétt Pl.
San Frantisco, CA. 94102

- Supenvisor Malia Cohefi.
Board.of Supervisors

~ Room 244, City.Hall
1.0r. Carlton B, Gopdlett PL.
‘San Francisco, CA 94102




Supervisor Aaron Peskin,
Board of Supervisors

Room 244, City Hall

1 Dr. Carlton B. Goodleit Pl
San Francisco, CA 94102

Supervisor Norman Yee
Board of Supervisors

Room 244, City Hall

1 Dr. Carlton B. Goodlett PL.
San Francisco, CA 94102

Debra Newman

Budget and Legislative Analyst
1390 Market Street, Suite 1150
San Francisco, CA 94102
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Viz. Ei'&frafzzc il

Jantary 18, 2016

M. 7 ay Hmsh Execunve Directof

San. Franmsco Employees Retirement System
1145 Market Street, 6™ Floor

/San Francisco, C&fo*ma 94103

Re. Revision 1o Administrative Code Ssz‘O! 16. 29-7 3 ~Dej i 'Z’OR -Of ¥ inal Compensation.
forthe Sdn Fruncisco Ernployees? Retiveinent Systeri (SFEERS)

Diéar Jay:

Asrequested, we have analy zed the-effect oF | melemer.nncr Ordinance No, 1312 /7 “which states.
that the definition for Fmal Compensauon under SFERS would ‘include - compansauon cartiable
under the _Judcres Retirenment Systein. (be) and Judges’ Retirement’ System I (JRSIL), if the
member retires concurrently from both systems.

Uhder-ihe current. w; fhie calonlation of a.member’s retirement benefit, Wheh' 2 member le: ves
“SFERS bitt is. subsequently enployed and eamns benefits ‘oider RS or TRS I, only corsiders
compensation during their service with SFERS. Note, however; that the ordinance does 0t
include service mdcr JRS o JRS I fof detennmmc the ehcqblh‘y 1o re"elve benefits. Ad:d 1Sy
most. Miscel]aneous membéis wonld need 10 years of SFERS credited:: servrce to oe entwﬂcd to
'bﬂneﬁt ‘based on their f final average salary (Proposition € tembeérs can: ICUI‘B at.age 65 with less
“than 10. years of. service).

Given the .small nomber «of “members Tikely to. be affected by this chancre
addxtio jal costs of mc?udmﬂ J'RS/JRS IY con ensaum wou’d be mmcyr COmpd

1o the coss or

$”71 bﬂhon asiof July 1 2011 The table ‘on the next paae summanzes ihe nnpam for the fOLr'
affected members, with about two thirds ofthe i impact attri utable to-one individual.




Total T35 leaLed Annual Benent i age 551 R
[Total Estimated Prosent Vahue of Beriefis (PVB
© arretirement age 65

Averace Tnerease.in Antud] Benefits atage 5
Averacre Increase i PVB

_II vs srgmncaml.

-small whlle the 1mpaot on‘rcertam i dw dL,,ls may be swmﬁcant

Data Semmary

Below is astmmary of the data that was used.in the analysis pr

“\Tumber of Ina

Average Final Comp

:




M., Jay Huish:
J anuar“' 18, 2016

‘aSSanuons used Lwere adopted bv Lhe Board at ,1ts \Iovember lo meeunc.

Refirererit Age; 65 'Ba"s‘ed" on C‘a’fPERS‘ 'JRS II' 12 uremem assumpuo*ls

Pay Increases under JRSIRS I 3.0%

Credited Inferest Rate: 4.0%
Mortality: - ~C4IPERS 2009 Healthy Annuitart Table prior to écale

BB projection With an adjustment factor of 909 for
‘males and 1: 014 for femalss. Mortality improvements
are projee?d from 2009 venerauoqajly using the:
MP2015: pmJecuon scale modified 0 converge to an
g}@mate rate of Q._ga% in2017.

“When calculating current esnmaLed retirement ben fiis undér SFERS, we have assumed that:
the aeﬁnmon of Final Compensahon in-the f‘harter overrides the current definition in Section
16:29:7.3 in the & dm;ms‘atlvp Code which states- that the average. monthly: ¢ompensation 1§
the. compensation eatned by & member duriig the 10 years 1mm<:d1ately_ p_rx:c:jedmg his o hér
fetirement.

'SFPRS Tms mformadon cludes but 18 not hm‘t-ﬁd to the plzm pro\asmns and cmployee data
We: performed a1 iriformal exarination of the- obvious characfeiistics of the: data. for
reasonableness and consw*ency inaccordance with Actuarial Standard of Practice No. 23.Fora-
-Sumimary of he pla'1 pro‘msmnb and thethods, pledse refer to the' _lulv 1. 20 14 actuarial valuation
report for SFERS.

To the best of my’ Tmowledge, tms letter-and i its contents have been’ prepared in accordance W1 th
'Generally recogmzed ‘and- accepted activarial prmczples and practices. Whlch are consistent with
~the Code of PTofessmnal Conduct and applicable Actuarial Standards of Practice sét ot by-the
Actudtial Standards Board. Furthermdte, a5 a credentialéd acLuary T meet the Qualu‘ic.atlon
‘Standards . of the American Academy :0f Actiaries ‘1o render fhe ‘opinion contained. in fiis

Jefters lh.lS letier-do 1 addrass afly contractual .or 1eca1 lssubs 1 ariinotian. attomey and: oup

firm does notiprovide any lezal services or admc\,

Hus letter was’ prepared excluswely for the CIL} and boun‘y of San F“anmsco Employees
Retirernent Systen or the ‘purpose; described herein. Other users. of this letter are not intended
users a5 defined in the Acmanal Standards of Prac’uc& amd ¢ 1eircrf as8tiries no -dutyor hab.h“y
‘fo-any other user.

(¢ %]
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Anne D, Haiper, FSA, EA, MAAA
Consulting Actuary

cet' JanetBrazelton
Bill Hallmark
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City Hall
1 Dr. Carlton B. Goodleft Place, Room 244
San Francisco 94102-4689
Tel, No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: Jay Huish, Executive Director, Retirement Board

FROM: Erica Major, Assistant Committee Clerk, Government Audit and Oversight
.Committee, Board of Supervisors

DATE: January 6, 2016

SUBJECT: LEGISLATIVE MATTER INTRODUCED

The Board of Supervisors’ Government Audit and Oversight Committee has received
the following legislation; introduced by Supervisor Cohen on December 15, 2015:

File No. 151277

Ordinance amending the Administrative Code to update the definition of
final compensation for purposes of retirement benefits under the San
Francisco Employees’ Retirement System, and to include in that definition
compensation earnable under the Judges’ Retirement System and Judges’
Retirement System Il

This proposed change requires an actuarial report of the cost and effect of the proposed
change per Charter, Section A8.500, please forward the report to me at the Board of

Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102. '

c '
Norm Nickens, Retirement Board

313




Major, Erica (BOS)

From: Major, Erica (BOS)
. Sent: Wednesday, January 06, 2016 9:09 AM
To: : Huish, Jay (RET)
Cc: " Nickens, Norm (RET)
Subject: REFERRAL REPORT REQUEST - (151277) Administrative Code - Definition of Final
Compensation for Retirement Benefits
Attachments: 161277 FY1 -Hearing.pdf
Importance: High
Greetings,

Attached is a referral from the Board of Supervisors requesting the Retirement Board submit an actuarial report of the
cost and effect of the proposed amendment {legislation attached). Please forward a copy of the report to me at the
Board of Supervisors, 1 Dr. Carlton B. Goodlett Place, City Hall, Room 244, San Francisco, CA 94102 or by email at
Erica.Major@sfgov.org.

Please let me know if you have further questions, thanks.
Best,

Erica Major

Assistant Committee Clerk

Board of Supervisors

1 Dr. Carlton B. Goodlett Place, City Hall, Room 244
San Francisco, CA 94102

Phone: (415) 554-4441 | Fax: (415) 554-5163
Erica.Major@sfgov.org | www.sfbos.org

o

#8G Click here to com pleté a Board of Supervisors Customer Service Satisfaction form.
The Legislative Research Center provides 24-hour access to Board of Supervisors legislation, and archived matters since August 1998,

Disclostires: Personal informatlon that is provided in communications ta the Board of Supervisors is subject to disclosure under the Celifornia Public Records Act and
the San Francisco Sunshine Ortinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying
information when they communicate with the Board of Supervisors and its committees. All written or oral communications that members of the public submit to the
Clerk's Office regording pending legisiation or hearings wili be made availoble to all members of the public for inspection and copying. The Clerk's Office does not
redact any information from these submissions. This means that personal information—including names, phone numbers, addresses and similar information that a
member of the public elects to submit to the Board and its committees—may appear on the Board of Supervisors website or in other public documents thot members
of the public may inspect or copy.
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‘ ) Clty Hall gia mgmr;
Bt Dh Carlton B. Goodlett Plagé, Room 244
San anncxsco 9-’1102—4689
Tel N 0., §54—7630
Fax No. 554—7 634
TDDITT Y No. 544-5227.

o Presxdent_,DlstﬁctS
BOARD of SUPERVISORS

London Breed

PRESIDENTIAL ACTION
Dafe 172672016
To: Angela Calvillo, Clerk of the Board of Supertisors

Madam Clerk, -
PUISuan't to Board Rules, '.'I dn Eéteby:'

Fﬂe No.

(anuysgn> —
Tide. . i RN
Trmsfernng (Bozra Rule.No. 33)

File No. 151977'-( Cohen |
’ (Pﬂmarybob.

Title. Ordmancc«amendmcr the A'dnnmsttamve CO‘E; Lo .

59

From: Govemment Audlt& Over51ght LA rCommi’_:tec
- ' Comm i"tgee

;'Tb':‘ RUlCS

Supemsor

ReplaangSupermsar
Fot: | i _:Meeting

(Commitiee)

Londom Breed, Presldent
Board of Superviscts

315 e




Time; stamp

I'lereby subfmit the: following itei for introduétion (Select-only tne): {ormeeiing e

@f 1. Fot tefétence to, Commiittes:

An ordinanice, resolufion; motion]'of charter amenidment.

6. Call File No; | -

2. Request for niext printed agenda without

4Requesffofletterbegmnmg"Superwsm 15

réferenics to-Committes.

3. Réqjitest for hearing ori:a-stibject matter at Commiitee:

inguires™

from Coramittee,

7. Budget Analyst request (attach written motion).

8. Substitute Legisletion FileNo, |

oDooooodd d

9: Request for Closed Session. (attach written motion).
10. Board to Sitas A: Committes of the Whols.

I1. Questton(s) subniitted for Mayoral Appédrante before the BOS oni

Please check the appropriate boxes. The: proposedleolslatlon shoild be forwarded to the followxn‘7

1 Small Businéss Commission ]

Youth Commission [ Ethics Commission

I Plantifng Commission. [T ‘Building Tnspection Cotimission

Nate: For thie Imperative Agerida:(
Sponso r(s):

(4 resolutmn niot on: the prmfed avenda), usea. Imperatxve

COH@H

o

Signatiiré 6£Sponso

& Stipervisér: £ | /]

Pace 1 nf
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