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FILE NO. 170662 

PREPARED IN COMMITTEE 
1/17/2018 

MOTION NO. 

[Follow-Up Board Response - Civil Grand Jury Report - The San Francisco Retirement 
System - Increasing Understanding and Adding Voter Oversight] 

Motion responding to the Civil Grand Jury's request to provide a status update on the 

Board of Supervisor's response to Recommendation No. R2.2 contained in 

the 2016-2017 Civil Grand Jury Report, entitled "The San Francisco Retirement System 

- Increasing Understanding and Adding Voter Oversight." 

8 WHEREAS, The 2016-2017 San Francisco Civil Grand Jury published a report, entitled 

9 "The San Francisco Retirement System - Increasing Understanding and Adding Voter 

10 Oversight" ("Report") on June 16, 2017; and 

11 WHEREAS, The Board of Supervisors' Government Audit and Oversight Committee 

12 ("GAO") conducted a public hearing to hear and respond to the Report on 

13 September 20, 2017; and, the Board of Supervisors adopted Resolution No. 360-17 on 

14 September 26, 2017 reflecting the GAO responses to the Report; a copy of which is on file 

15 with the Clerk of the Board ·of Supervisors in File No. 170663; and 

· 15 WHEREAS, Recommendation No. R2.2 states: "That by the end of 2018, the Mayor 

17 and Board of Supervisors submit a Charter amendment proposition to the voters to add three 

18 additional public members who are not Retirement System members to the Retirement 

19 Board;" and 

20 WHEREAS, The Board of Supervisors on September 20, 2017, responded in 

21 Resolution No. 360-17 that Recommendation No. R2.2 requires further analysis as the Board 

22 of Supervisors needs to investigate the consequences of adding members to the Retirement 

23 Board, and will report back to the Civil Grand Jury by December 16, 2017; and 

24 

25 

Government Audit and Oversight Committee 
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1 WHEREAS, The GAO Committee conducted an additional hearing on 

2. January 17, 2017, to receive an update from City departments on Recommendation No. R2.2; 

3 now, therefore, be it 

4 MOVED, That the Board of Supervisors rE;?ports that Recommendation No. R2.2 will not 

5 be implemented because it is not warranted or reasonable; the Board of Supervisors may 

6 consider alteration of the composition of the Retirement Board in an alternative manner. 
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Government Audit and Oversight Committee 
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BOARD of SUPERVISORS 

October 12, 2017 

The Honorable 'J'eri Jackson 
Presiding Judge 
Superior Court of California, County of San Francisco 
400 McAllister Street, Department 206 
San Francisco, CA 94102 

City Hall 
I Dr. Carlton B. Goodlett Place, Room 244 
San Francisco 94102-4689 
Tel. No. 554-5184 
Fax No. 554-5163 
TDD/TTY No. 554-5227 

RE: Civil Grand Jury Report - The San rrancisco Retirement System - Increasing 
Understanding and Adding Voter Oversight 

Dear Judge Jackson: 

The Board of Supervisors' Government Audit and Oversight Committee conducted a public 
hearing on September 20, 2017, to review the findings and recommendations of the 2016-2017 
Civil Grand Jury report, entitled "The San Francisco Retirement System. - Increasing 
Understanding and Adding Voter Oversight." 

Prior to the Committee meeting, the following City Departments submitted required responses to 
the Civil Grand Jury: 

• Office of the Controller: 
Received August 11, 2017,. for Findings F2, F3, and F4; and Recommendations R2.1, 
R2.2, R3.1, R3.2, R4. l, and R4.2; and 

• The Mayor's Office submitted a consolidated response for the following departments: 
a. Office of the M~yor; 
b. Elections Department; and 
c. Elections Commission 
Received August 15, 2017, for Findings F 1, F2, and F3; and Recommendations RI .1; 
Rl .2, R2. l, R2.2, R3 .1, and R3 .2. 

• Retirement Board: 
Received September 13, 2017, for Findings Fl, F2, and F4; and Recommendations 
Rl.1,-Rl.2; R2.l, R2.2, R4.l an~ R4.2.· 

At the September 20, 2017 meeting, the Government Audit and Oversight Committee prepared a 
resolution responding to the requested findings and recommendations identified in the report. 
The response was prepared by Resolution No. 360-17, enacted on October 5, 2017. 

Continues on next page 
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Civil Grand Jury Report - The San 1cisco Retirement System -
Increasing Understanding and Adding Voter Oversight 
Office of the Clerk of the Board Transmittal 
October 12, 2017 
Page2 

By this message, the Office of the Clerk of the Board of Supervisors is transmitting Resolution 
No. 360-17 to your attention. 

If you have any questions, please contact John Carroll, Government Audit and Oversight 
Committee Clerk at (415) 554-4445, or via email to john.carroll@sfgov.org. 

Sincerely, 

A;~~~ 
{ Clerk of the Board 

c: Kathie Lowry, Foreperson, 2016, 2017 San Francisco Civil Grand Jury 
.Kitsaun King, 2015-2016 San Francisco Civil Grand Jury 
Jason Elliot, Chief of Staff, Mayor's Office 
Kate Howard, Deputy Chief of Staff, Mayor's Office 
Melissa Whitehouse, Budget Director, Mayor's Office 
Marie Valdez, Mayor's Office 
Ben Rosenfield, Controller, Office of the Controller 
Asj a Steeves, Office of the Controller 
Peg Stevenson, Office of the Controller 
John Arntz, Director, Department of Elections 
Chris J erdonek, Elections Commission 
Jay Huish, Executive Director, Employee;_s Retirement System 
Norm Nickens, Retirement Board 
Jon Givner, Deputy City Attorney 
Alisa Somera, Legislative Deputy Director, Office of the Clerk of the Board 
Severin Campbell, Budget and Legislative Analyst 
Ashley Clark, Budget and Legislative Analyst 
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. . 

City and County of San Francisco 

Certified Copy 

Resolution 

City Hall 
l·Dr. CarltonB. Goodlett Place 
San Francisco, CA 94102-4689 

170663 [ Board Response - Civil Grand Jury Report - The San Francisco Retir~ment 
System - Increasing Understanding and Adqing Voter Oversight] 
Resolution responding to the ·Presiding Judge of the Superior Court on the findings 

· .and recommendations in the 2016-2017 Civil Grand Jury Report entitled "The San 
Francisco Retirement System - Increasing Understanding and Adding Voter 

. Oversight;" and urging the Mayor to cause the implementation of accepted findings 
and recommendations through his/her department heads and through the 
development of the annual budget (Clerk of the Board) · 

9/26/2017 Board of SupeNisors -AMENOED, AN AMENDMENT OF THE WHOLE 
BEARING SAME TITLE 

Ayes: 11 - Breed, Cohen, Farrell, Fewer, Kim, Peskin, Ronen, Safai, Sheehy, Tang and 
Yee · 

9/26/2017 Board of SupeNisors ~ ADOPTED AS AMENDED 

Ayes: 11 - Breed, Cohen, Farrel( Fewer, Kim, Peskin, Ronen, Safai, Sheehy, Tang and 
Yee 

10/5/2017 Mayqr-APPROVED 

STATE OF CALIFORNIA CLERK'S CERTIFICATE 
CITY AND COUNTY OF SAN FRANCISCO I do hereby certify that the foregoing· 

Resolution is a full, true, and correct copy of 
the original thereof on file in this office. . 

October 10, 2017 . 

Date 

City and County of San Francisco P~el 

IN WITNESS WHEREOF, I have hereunto 
set my hand and affixed the offical seal of 
the City and County of San Francisco. 

Printed at 3:51 pm on 10/10/17 
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FILE NO. 170663 
AMENDED IN BOARD 

9/26/2017 RESOLUTION NO. 360-17 

[Board Response - Civil Grand JuryHeport- The San Francisco Retirement System -
Increasing Understanding and Adding Voter Oversight] 

Resolution responding to the Presiding Judge of the Superior Court on the findings · 

and recommendations contained in the 2016-2017 Civil Grand Jury Report, entitled 
. . 

"The San Francisco Retirement System - Increasing Understanding and Adding Voter 

Oversight;a and urging the Mayor to cause the implementation of accepted findings 

and recommendations through his/her department heads and through the development 

of the annual bµdget. 

WHEREAS, Under California Penal Code, Section 933 et seq., the Board of 

Supervisors m·ust respond, within 90 days of receipt, to the Presiding Judge of the Superior 
. . 

. Court on the findings and recommendations contained in Civil Grand Jury Reports; and 

WHEREAS, In accordance with California Penal Code, Section 933.0S(c), if a finding or 

recommendation of the C\vil Grand Jury addresses budgetary or personnel matters of a 

county agency or a department headed by an elected officer, the agency or department head 

and the Board of Supervisors.shall respond if requested .by the Civil Grand Jury, but the 

response of the Board of Supervisors shaWaddress only budgetary or personnel matters over 

which it has some decision making authority; and 

WHEREAS, Under San Francisco Administrative Code, Section 2.1 O(a), the Board of 

Supervisors must conduct a public· hearing by a committee to consider a final report of the 

findings and recommendations submitted, and notify the current foreperso.n and immediate 

past foreperson of the civil grand jury when such hearing is scheduled; and 
. . 

WHEREAS,· In accordance with San Francisco.Administrative Code, Section 2.10(b), 

the Controller must report to the Board of Supervisors on the implementation of 

Clerk of the Board 
BOARD OF SUPERVISORS 2749 Page 1 



1 recommendations that pertain to fiscal mat:ters that were considered at a public hearing held 

2 by a Board of Supervisors Committee; and· 

3 WHEREAS, The 2016-2017 Civil Grand .Jury Report, entitled "The San Francisco 

4 . Retirement System - Increasing Unde.rstanding and Adding Voter Oversight" ("Report'') is on 

5 file with the Clerk of the Board of Supervisors in File No. 170662, which is hereby declared to 

6 be a part of this Resolution as if set forth fu.lly herein; and 

7 WHEREAS, The Civil Grand Jury has requested that the Board of Supervisors respond 

8 to Finding Nos. F1 and F2 as well as Recommendation Nos. R1 .1, R1 .2, R2.1, and R2.2, 

9 contained in the subject Report; and 

10 WHEREAS, Findi!19 No. F1 states: 'That there are multiple causes for the City's $5.81 

11 billion debt to its Retirement System, including investment losses ($1.4 billion), a court ruling 

12 on Supplemental Cost of Living Adjustments (COLAs) in the 2011 Proposition C ($1.3 billion), 

13 and changes in demographic assumptions ($1.1 billion). However, the principal underlying 

14 cause is the estimated $3.5 billion in retroactive retirement benefit increases implemented by 

15 voter-approved propositions between 1996 and 2008;" and 

16 WHEREAS, Finding No. F2 states: "1) That the· City's Retirement System diligently 

17 protects the retirement-related interests of the City's employees and retirees; 2) that the 

18 Retirement Board has a majority of members who are also members of the Retirement 

19 System (they receive, or will receive,.pensions); 3) that when it came to retroactive retirement 

20 benefit increase propositions between 1996 and 2008, the Mayor, Board of Supervisors, 

21 Retirement Board, and Controller did not fulfill their responsibility to watch out for the interests 

22 of the City and its residents; and 4) that despite previous ·Retirement System-r~lated 
. . 

23 propositions (201 O Proposition D and 2011' Proposition C) that reduced future pension 

24 liabilities, the Retirement System remains seriously underfunded, threatening the fiscal status 

25 of the City;" and 

Clerk of the Board 
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WHEREAS, Recommendation No. R1 .1 states: "That the Mayor-and !3oard of 

Supervisors fully disclose the financial details of any future retirement benefit increases or 

decreases to the public;" and 

WHEREAS; Recommendation No. R1 .2 states: "That by the end of 2018, the 

Retirement Board produce an annual report for the public showing each component of the 

debt owed by the City to the Retirement Syste.m, including the full history of each component 

and descriptions of all calculations;" and . 

WHEREAS, Recommendation No. R2.1 states: "That the Board of Supervisors 

· establish a permanent Retirement System Oversight Committee to develop a comprehensive, 

long-term solutfon for the Retirement System that is fair to both employees and taxpayers, 

and present it to the voters in a proposition by 201-8. AH options for reducing pension liabilities 

must be considered, including a hybrid Defined Benefit/ Defined Contribution plan. The 

details of the committee are: 

Clerk of the Board 

1. Name: Retirement System Oversight Committee 

2. Purpose 

a. Develop a comprehensive, long-term solution for the Retirement 

System's unfunded liabilities that is fair to both employees, retirees, and 

taxpayers, and present it to voters in a proposition by the end of 2018. All 

options should be on the table, including_a Hybrid Defined Benefit/ Defined 

Contribution plan. 

b. lnforJn and educate the public concerning the finances of the 

Retirement System. 

c. As needed, develop solutions to future problems the Retirement 

System encounters and, if necessary, present them to voters in a proposition. All 

BOARD OF SUPERVIS9RS 2751 Page3 
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options should be on the table, including a Hybrid Defined Benefit/ Defined 

Contribution plan. 

d. The Committee shall provide oversight to ensure that: (1) actions· taken 

by the Retirement System are in the best intere$t of the residents of San 

Francisco; (2) all-propositions that modify the Retirement System are a~equately 

described to voters in the Voter Information Pamphlet. 

e. In furtherance ·of its p_urpose, the committee may engage in any of the 

following activities: 

i. Inquire into the actions of the Retirement System by reviewing 

reports, analyses, financial statements, actuarial reports, or other 

materials related to the Retirement System. 

ii. Holding public meetings to review the effect on San·Francisco· 

residents of actions taken by the Retirement System. 

3. Public Meetings 

a. The Board of Supervisors shall provide the committee with any 

necessary technical assistance and shall provide administrative assistance in 

furtherance of its purpose and suffici~nt resources. to _publicize the conclusions 

of the committee. 

b. All committee proceedings shall be subject to the California Public 

Reco~ds.Act (Section 6254, et seq.; of the Government Code of the State of 

California) and the City's Sunshine Ordinance (Chapter 67 of this Code). The 

. committee sha.11 issue regular reports on the results of its activities. A report shall 

be i$sued at least once a year. Minutes of th_e proceedings of the commiUee and 

all documents received and reports issued shall b·e a matter of public record and 

be made available on the Board's website. 

Clerk of the Board 
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4. Membership 

a. Two-thirds of the members will be Public members and one-third will 

be Representative members. 

Clerk of the Board 

b. Public members: 

i. Public members must be voters. 

ii. Public members cannot be members of the Retirement System. 

iiJ. Each Supervisor will appoint a single Public member. 

iv. The Mayor will appoint all other Public members. 

v. Public members can only be removed for cause. 

vi. Public members shall be experienced in life insurance, actuari13-I 

science, employee pension planning, investment portfolio management, 

labor negotiations, accounting, mathematics, statistics, economics, or 

finance. 

vii. Public members will receive no compensation. 

viii. Four-year term, staggered so that one-fourth of the Public 

members' terms expire each year. 

ix. No. more than two consecutive terms. 

c. Representative members 

L Mayor's Office representative. 

ii. Board of Sup.ervisors' representative. 

iii. Controller's Office representative. 

iv. Human Resources Department representative: 

v. Safety Unions' representative. 

·vi. Miscellaneous Unions' representative. 

BOARD OF SUPERVISORS 2753 Page5 



1 5. Committee Costs 

2 a. The Board of Supervisors will decide how best to fund the Committee;" and 

3 · WHEREAS, Recommendation No. R2.~ states: ''That by the end of 2018, the Mayor 

4 and B'oard of Supervisors submit a Charter amendment proposition to the voters to add three 

5 additional public members who are not Retirement System_ members to the Retirement 

6 Board;" and 

7 .WHEREAS, 1.n accordance with CaHfornia Penal C9de, Section 933.05(c), the Board of 

8 Supervisors must respond, within ~O days of receipt, to the Presiding Judge of the Superior 

9 Courton Finding Nos. F1 and F2aswellas Recommendation Nos. R1.1, R1.2, R2.1, and 

1 O R2.2 contained in the subject Report; now, therefore, be it 

11 RESO~ VED, That the Board of Supervisors reports to the Presiding Judge of the 

12 Superior Court that they disagree partially with Finding No. F1 for reason as _follows: The 

13 primary causes of the greater than expected unfunded liabilities were the lower returns on 

14 investi:nents due to the dot-com bust and the Great Recession, the changes in demographic 

.15 assumptions, and the court ruling on the Supplemental Cost of Living Adjustments in the 2011 

16 Proposition C, but not the voter-approved propositions between_ 1996 and 2008; and, ·be it 

17 FURTHER RESOLVED, That the Board of Supervisors reports to the Presiding Judge 

18 of the Superior Court that they disagree pa·rtially with Finding No. F2 for reason as follows: 
. . 

19 The City departments did fulfill their responsibilities in overseeing the interests of City 

20 residents regarding retirement benefits-related ballot initiatives between 1996 and 2008, and 

21 that the Retirement System is not seriously underfu~ded, nor does it threaten the fiscal health 

22 of the City; and, be it 

23 FURTHER_ RESOLVED, That the Board of Supervisors reports that Recommendation 

24 No. R1 .1 has not ~een implemented but will be; For any future retirement benefit increases or 

25 decreases, the Mayor and the Board of-Supervisors shall provide information in lay-person 

Clerk of the Board 
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1 t~rms that is available and easily accessible on the City's website and .that clearly presents 

2 projected finc;1.ncials including unfunded liabilities; in addition, when there is a ballot initiative 

3 that addresses retirement benefits, the Voter Information Pamphlet shall include an 

4 introductory paragraph written by the Controller explaining in. lay-person terms the assets, 

5 liabilities, projected financials, including ·unfunded liabilities, and health of the retirement 

6 system; and, be it 

7 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

8 N6. R1 .2 has not been implemented but will be; The 2017 Retirement System's annual report 

9 shall include information about the Retirement System's projected finances, including 

10 unfunded liabilities; and, be it 

11 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

1 ri No. R2.1 will not be implemented because it is not warranted or reasonable; The Mayor and 

1.5 Board of Supervisor's,have oversight over the Retirement System and review financials and 

14 projections regularly, including during the annual City budget process; and, be it. 

15 FURTHER R~SOLVED,· That the Board of Supervisors report:5 that Recommendation 

16 No. R2.2 requires further analysis as the Board of Supervisors needs to investigate the 

17 consequences of adding members to the Retirement Board, and will report back to the Civil 

18 Grand Jury by December 16, 2017; and, be it 

19 FURTHER RESOLVED, That the Board of Supervisors urges the Mayor to cause the 

20 implementation of the accepted findings arid recommendations through his/her- department 

21 heads and through the development of the annual budget. 

22 

23 

24 

Clerk of the Board 
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City and County of San Francisco 

Tails 

Resolution 

City Hall 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4689 

File Number: 170663 Date Passed: September 26, 2017 

Resolution responding to the Presiding Judge of the Superior Cour:t ·on the findings and 
recommendations in the 2016-2017 Civil Grand Jury Report entitled "The San Francisco Retirement 
System - Increasing Understanding and Adding Voter Oversight;" and urging the Mayor to cause the 
implementation of accepted findings and recommendations through his/her department heads and 
through the development of the annual budget 

September 20, 2017 Government Audit and Oversight Committee -AMENDED, AN 
AMENDMENT OF THE WHOLE BEARING SAME TITLE 

September 20, 2017 Government Audit and Oversight Committee - RECOMMENDED AS 
AMENDED 

September 26, 2017 Board of Supervisors -AMENDED, AN AMENDMENT OF THE 
· WHOLE BEARJNG SAME TITLE 

Ayes: 11 - Breed, Cohen, Farrell, Fewer, Kim, Peskin, Ronen, Safai, Sheehy, 
Tang and Yee · 

September 26, 2017 Board of Supervisors -ADOPTED AS AMENDED 

Ayes: 11 - Breed, Cohen, Farrell, Fewer, Kim, Peskin, Ronen, Safai, Sheehy, 
Tang and Yee. 

File No. 170663 I hereby certify that the foregoing 
Resolution was ADOPTED AS AMENDED 
on 9/26/2017 by the Board of Supervisors 
of the City i:ind County of San Francisco. 

MayorL/ · 

City a11d County efSa11 Fra1tcisco Page7 
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Cieri( of the Board 
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City and County of San Francisco 
Employees' RetirE::ment System 

September 13, 2017 

The Honorable Teri L. Jackson 
Presiding Judge, Supedor Court of California~ County of San Francisco 
400 McAllister Street; Room 008 

San Francisco, CA~4102 

Dear Judge Jacl<son: 

Pursuant to Penal Code sections 933 and 933.05; the following is in reply to th~ 2016-17 Civil Grand Jury 
report, The San Francisco Retirement Systl;m - Increasing Understanding and Adding Voter Oversight. We 
would like to thank the 'Civil Grand Jury for their attention to this subject The mempers of the Retirement 
Board recognize that, in performing their fiduciary duties to prudently oversee the investment and 
administration of the SFER.S Trust, their actions. impact both: plan beneficiaries and the City. 

The Retirement Bo.arc;i. appreciates the Cjvil Grand Jury's recognition of its diligent workto protect the interests 
of the beneficiaries of the SFERS Trust. As a result of this work, SFERS is among the top-performing and well
funded public pension plans in the .nation. The Retirement Board is i:;onfident that, over the long term, the 
'Ssets Jn the SFERSTrust will be sufficient to pay the pro_mised benefits to all beneficiaries. The City and its 
,1oters have also taken important stepsto address the increase in unft,mded liapility. The pension reform 
legislation approved by City voters in 201i (Prop. C) will significantly reduce the City's long-term pension 
obligattons and reduce the projected unfunded liabilities over time. 

The Retirement Board works continuously to improve the quality and clarity of its reporting. The reports 
related to the projected cost of benefit improvements referenced in the Civil Grand Jury's report accurately 
measure the cost/effect impact of the proposed benefit changes at the time they were prepared and 
presented tb the Board of Supervisors and the City voters, · 

The Civil Grand Jury's report provided important feedback to help us understand how our reporting is 
received. Retirement System staff is always exploring ways to simplify the. presentation of sometimes complex 
topics and information and is prepared to assist members of the public and City employees and retirees with 
any questions they niight have related to the financial, actuarial and administrative information provided in 
our reports. The Retirement System welcomes comments on specific ways to improve these various reports to 
ensure their ability to be useful to a broad array of audiences interested in these ·complex topics. 

Detailed responses by the Retirement Board to the Chtil Grand Jury's findings and recommendations are attached. 

Respectfully submitted, 

r· :-1L.~ -<iut-nuu l,) 
Jay Hu\sh, ·Executive Director, oh behalf of the 
SFERS Retirement Board 

cc: Angela Calvillo, .Clerk of the Board, City and County of San Francisco 

(415) 487"7020 1145 Market Street, Fi'1,'5fEtor San Francisco, CA 94103 
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2016-17 \Th'eSF Retirement 

System-11\c;reaslng 
Understanding & 
AddlngVoter Oversight 

. ,i. :; ti . i: _. i: \'.:+; i~~iJk.f ;';:.; , 
F1. 'IThatthere are multiple cil!sesforthe cfty's 

$5.81 bil!lon debt to its Ret1remen1;System, 
Including Investment.losses {$1,4 bllllon), a 
court rullng on Supplemental Cost. of L!vlng 
Adjustments (COlAs) In the 2.oi1 Proposltlon C 
($1.3 bllllon), and changes in demographlc 
assumptions ($1.1 billion). However, the 
princii:ial underlyl.ng cause ls the esttm·ated 
$3.S billion in retroactive retirement pen~flt 
·increases implement~d by.voter-approved 
propositions be~een 1996 an.d 2.008. 

. Respo~:;~~~\~~~d '. 2017 Res/;tinse~1Ali~iJclii~[~1~;::'.- · .;,, : :~~~j~~~ii~e~~bn$e Te~;-":;:&A: 
Retirement Bciard I disagree wl_tli it, wholly, (explanation ·lTh~ Retirement Board is confldentthat, ov~r the 1011g term, the, ~ssets In the . 

hi neic1; column) SFERS:Trust WIii be sufficientto pay the promised benefits to·all beneflclarles. 
. . We eri,phasi;e·the l~ng term view because (I One of the figures tlted as "debt',-

are due now. Rather, the Items being called a·"debt" are funding gii'ps·(I,~., 
unfunded llabllltles) wlilch are·deslgned to be paid ·off o:verthe life citttie:·. 

.
1
SFERS Trust. Additionally,· under. Proposl,tion C, City .emPl()Yees'OO~ pay m~re 

. ouHif each·and every paycheck Into the SFERS Trust, which h,as reduced the 
City s cost: · 

. :: D~splte in~estment shortfalls fr.om 'l:W9 re~enti:na]or recessions, incllldlhg the 
· ·.· .. · Tt\Cl'i.lJuli~te'.~nd the Global Flnariclai CrlslsiSFERS is dosing the mill' and . 

. ranke°d'in .i:heJirsf qµartile of all U.S. public fund peers. SfERS Jnvestm.ent: .. 
. : performance varies from year-to-year due to financial m·arkets; however, . 
·, SFERS invests f~r the ltirig term;; evicienced l>Y ltstop 'q'i.Jartlle P!lrforrii~i,c_e; .. 
. · over. the 3 year; 5 Year, a!ld 10 year-tim~ periods. SFERS f.ovestment gains 
' , ha~icontrlbuted a significant ~mii'11rit tQward redui:lng the 'u'i'1fut\ded' · 

flalillltles. . . . . 
111:attqfd?ilt~,wlth the City Charter·afia Retirement Board-~cillci~, the cort or 
Increase In liabl.lltles associated ii,,ti:h· e,\/ei"{vot'er-ap·pr·oved Ji reposition is 
~m.ortized 6ven1pto a 26-year p'erlci'd:· The rem~lning cost,pftti'e benefit.and 
t6't.A_i~qe~~1iapp;9ved by Clt.Y. Voters ll~twe~Ji 1995·and 2008-W<js.$1.038 
bil!ioo,. as of June 30, 20.16. av 262.s;-this liabiiitv. wlll be paid jrl'full. The 

. erisenfvalue of 1;he t11crease hrthe 1,111,~ndedilablllty reslilting·fram the court ;I ruling on the Supplem.ental CQlA'retr'Ciactive payments' of.2013 'and 2014,Waf. 
: calculated to be. $429.3 millloJi, as of July 2016; . 
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f2 1)That the City's Retirement system diligently 
protects the retirement-related Interests qf 
the City'$ employees-and retirees; 2) that the 
Retirement Board has~ majority of members : 
who are also members 9f. the Retirement 
Systeffi (they receive; or vi/Ill _receive, 
pensions): 3) that when It came to.q,troactive. 
retirement benefit Increase propcisltiqns 
ll'ei;W!len 199.6-and 20()8, 1he Mayor, Boarct·of · 
Supervisors, Retirement Boarcl, and Controll~r 
did f)Ot fulfill their respons\blllty to watch out 
for the Interests of.the.City and its residents; 
and 4) th,t despite previous Retirement 
Sy;tem-relat~d prop.oiitions (2010 Prop~sltion 
D af)d 2011 Proposi1:ion C) that reduced future 
pension llabititles, the ~etlrement System 
r~mains seriously underfunded, tbreatenlng 
the fiscal status of the City. · · 

·Respon::~~~s'.!:~,~~··1:_.!'i~i;~f ;J~:ls~~(A~;ee}~i~f ~~i~i;~·\/i'.f :;;;};l]~i':;::•••·!.: -~·--'":.~~-·. ~·;Jt;;J~;~J!•rext, 
IMlrement Board · j fllsagree with it, partially (explan.itlon 1SFERS Is among tl;e toi> performing and welllul)ded P.Ublicpenslons pla.ns 1n 

.tl)e United States and disagrees with the finding that the "Retirement system 
r~rnalns seriously ~~derfundecJ..'' The Retirement Board is confident that, ·over 

. ·-1the loog term,.the assets hi' theSFERSTn.ist will be sufficient to pay the . 
: . P(Om!sed benefits tp all beneficiaries'. The 'Retlremerit.Bb~rtl recognlzes ttiat . 

Uhful)ded'Jlabillties are not a '!debt".that must be paid tciday, Rathe(, the 
. Retlr~m~nt [loard annµally ad.opts.and adi:nit)lsters a funding policy tq assure . 

that all prohils~c! qeriefrt:s will ti'e paid oveh:he combined ifretimes of the. 
membefs ancl'tli'einieneili::iaries. . . . . . 
Ea~h year, i:he-Retir.emeht~o.ard receives ari tictuarial valuation. a det~U~d, 
f~p!lrt on the loiiii'.te_rrn progress qfthe SFEfJS Trtist\:owa,d reducing.ail• ii 
pension JiabjlltJes, Existing funding policies are reviewed and adjusted, where 

. 'iippfqprlate;to ensure the long-term.finanda\ s~rength of the SFERS Trust •. In · 
. accord~rice with_ tlie t:;ify'Charter, Retiremerit Bo.a rd pqllcies; and Industry best 
Jpractlce~, aiiy iii2r~as~.Jn the unfunded lla6illtlefassop~ted With'~veryvoter- . 
_apprnved proposition ls spread·oui over \l 29·vear peri9~; which mirii!Tii~es 
the imp~cttQ th'ecify budget Based on recerit'attuariafprqjectl~ns, the/ 
Retirement Board iXp~ctsa continued redSct!on. iii liabilltles assodated:j,vlth, 

·•VOter-~p~roV.eci b~r,eflt Improvements ove'r'1;he'io~'g-term. . .. ::;· 
'The. Retlrerii~ht Board 'also strongly disagr'ees wfri/i:11 efihding "that wh~ri .it 
carne·to retroactive retirement benefit increases liet..yeen 1996 and 2'.cioa'. the 

' !Mayor, Boarif ~f s'uparvlsor~. Retirement Board, ~rid Contrpller dii:t'ncitfulflif 
their responslbillty.'fti·wa\:ch out for the interest of the City and Its residents.'! 
The Retirement Board does not approve plan·lienefits;:lts fiduda/y.duty isto 
rnanage the ·sFERS Trust:a~d pay the mand_ated'be'neflts approved by .city 
voters. As fiil.frtlarles to the SFERS Trust, the Retlrementnoarclis !~gaily 
bound, as set forth In the California State constitution, and in the San 

.!. • .••• • 
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, .... , , . , ... :/t;;;;~~gse'.\t>¥) t; t~r:tt~:t~~tit~t ::.';~i;~~i!f i,ll1if 6{1~:~~~~t 
The Controller'at'id ·th(fRetlremel')t system I Retirement Bqard · 
provide extensive reports about the 

:I Retirement Syrtem/but they are. too complex 
for tl]e aver?ge citizen;· eniployee, or retiree.to 
understand. The data In the Rettr.ement 

· 'System reports ls not available to the 
R~tlrement System or- the publlc In a dataset, 
making research· and analysls more diffiwlt. 

dlsa.ife~ with It, wholly (explanatlqn ln!Th: ~etlrement System provides extensive reports detailing. financtal, act1mial 
and.ad.nilnlstratlve matters, available on the SFl:RS website, on an annual . 
basis; these .. a.nn.ua! repQrts lndtlde audited flnaliclal statements and requireil 

. , svtiiiieri'ient~ry lnfii.rmatjo11, an ai;tuarlal valuatlori, a~d a departmentannual 
repori: Whicli\onsoli~at~st.he flnantlal and actuarlai information With.detailed 
Information on th1taamlnlstratlon of the RetlrementSysre.m; · 
The RetlrementSyst~ni can ne.Jther:agree nor dfsagree thatthese·repot~·are. 
top compleiifo~tfie a~erage'citl2~n; erriployee, Orfetl(eetouiiders:1:~nd; . 
hoW~ver, Retirement Syrtem staff(~ always. explorin·g ~ys to ·sirnpJify the .. 

· • pr~sentatiotJ of 11~i11etinies ~omp!~x.tiipt~:and.hiformation and Is ii.fepaied.to' 
iss(st members of•the public and Gify employees:and·retltees With any.:: ·: .. \ 
tjuest1°oiis .ttieV might. hav.e telatei:l to the flnanc1a(act~llrta1 and . · 
adinlnistrati~e lnforrn~~ton .pr-civ\cted lri :our ,report's, The Retir~mehtSystem · 

. welcam.es comments on sp·eclflcwaysto Improve these.varlo(/S iepqrtno . 
:.1 ensu.r: th~ir abjllty'to be useful ·1:d a ~r.oa.d '.!rrat,ofaµdlences int~re:~~~)~ , . 
· these complex tcipics,.The Retirement.System·disagrees with the·fln'dJhg that: 

,t~e datalti"the Retfremeiitsyst~~repcirbrifnotaVaiialile 1ti a datasei{ Tti~ _::. 
• I Retlret'nen_t System has ready access .to: all'tiie tj;it{. u~~d ln preparlnithe/;e. ~epor~,:. . . .· . .. . . ..... . 
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That the Mayor and llo;ird of supervisors fully dl\close the flnanclal detaiJsaf any 
future retlremel\t benefit Increases or decreases to.the public 

That by1he e~d of Z018, the Retirement Board _produc•·•n annual· (eportfor the · 
pUbllcshowlng each component of the debt owed by the City to the Rei\rernent 
System,.lncludl~g the.full history.of each comp_onent and.~es,rlptlo.ns of all 
calculations, 

n~ii>on'clJi\1/> 
aisll;neil hvc'Gi" 
Retiremerit 
Board 

Retirement 
Board 

,,.· .... · ....... ,.:/·::: __ ... :; .,._ ...... ·.:: .. ::\)L .. ;:·::· 
2017 Responses {{m_l![emeritirt!o_!I}_ ... , .1· :· 
The recamm. ondatlon has _be~n-Jmplem~nteq {summary of h~)','.: 'The lle.t!rement B~ard :>1_1li_con_t]nue.Its long-smnd'.ng practlc~ f~r any and all future 
It was Implemented In next column} · _ · .. · City ordinances or City Charter ~menilments that impact retire_ment benefits, The 

. . ·Retirement Board;i C~l)su!ting·actuat'Ywlll:prepare and presenta:cosl.-effect 

·."(·.:: 

·, r~jlq[t-ta-the Board o( Supervl,o~, as reqlllr~a under the City Charter. Ea~h report 
wllfbe prepared In accordance With Industry standards and practices, using tha 
liest avallnble demographic Information ancfeconomlc Information at the time, as 
wol! ·.; the iiing-tein, dei1ographic and economlc~s~~mptl~ns ~dopted by the 

:: : I netirerneiii:ao~(~, Ttie}e~~rt ls Intended Jo asslrt the Board of superviso!s _and/or 
the"Clfy's voters; by providing an expert's pro]ei:tlon of the overall cost and . 
Increase ln llobll1ty fo~:each pr~posltlon, These reports accurately measure the : · 
ccirt/effect lmpaif~ftfiii proposition ~tthe ·ume they are .prepared. Cert~lnly, ih~ 

. :-,. I cost or change In llabll!ty·til~Y differ, !nth~ future, due to chanses lri fund 
Investment performance (e.g, ·~OO'i'.-08~Glqbal F!nanela! Crisis), chai)ges lri 
econtin1i.C:and°demographica,su;,.ptl~n{and changes In plan piovlslonswhlo~ are 
beyond the R~tire1T1e~i:'_5.oartl1s ~ontrol,· . . . 

';,. 

The recomm~ndatl?,~_tias ~een)'!'J?lel)'lented (s~mmaty ~.r ~?W. l'r!w R~tirernent SysteJTl. PJ1iVide~ Txt~nilve reports d"'."lllng financial, actuarial}': 
It was Implemented In next column) . . , · ·· ·. ·, :- · .. administrative matters, lncl~dlng a summary of their financial statements that are. 

· · · ·. ·· ·. designed for a knowledg~abi~ ~ui non-expe,:t audience, on an annual basis. These 
annual reports are avaUable 6~Jhe S~ERS·Webslte arid 11\clude atidltied.flnancfal .. - .: 

-'. l~titcments and tiiquired·sypplemeritary Information, an actuarial valuation, and .;· 
'department annual rep9rt which' i:onsQ(!<latesthe On•n~ia1·ana actuarial · 
information with detailed information on the administration of the Retirement 
system. The ·details of tho bieak~litfor each component of unnmded ljablllty· ... 
relat~d to the City's r~t)remenfplan are contained In eaoh annual actu~rfal :·. 
v,j!Uatlon report:-.Th~ Retfrement svst~m rnalritain• at least five y;,ars ofthe.SFEl)S 
annual actuarl~I valuation report on Its website.· i-Hstorical valuation reports· . 
beyo~ci t~e v.••i:s :,i;0i)la_ble-on the webslto are avallabl;,-by request ~o the· · 
Retlrement'System. The RetlrementSystemwelcorites comments on specific ways 
to ·improve these various proilucts.to ensure their ab11ltyto. bs usefu(to·a broad· · 
~,;.,,y ~f audi_eric:es lnt~r~sied ln.thts";;"omplex topic, · ·· · · · 

Retirement Board Responses September 12, 2.017 
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Rl,2 

... ::·,.,·:~~~hl~j~iii.tfilit~;il{i~it::;:;-t·.:: 
That the Mayor and Board of supervisor..: fully disclose the flnariclal i:lemlls of any ·· 
future retirement benefit lncr<tases or decreases·to the public 

That hytht\ end 0(21ii"s;'iheRetlrel'ileht Board prodyce·an annual repordor.the 
: I /iubllc showing each component of the-debt owed by the City to thEi Reti~jnenl 

Syst~m, Including the fuU-hlstory of each tomponent and des_ct\ptlons o( all 
c~!oulatlons. 

ite§R~-~ti~~t\:,. 
iissiiirleif li~;&i: 
R~tlremeitt 
Board 

Retiremejit 
Bc:iard 

~oW~~~e1li1ll1}f i1 i~~to~~~: \~~ ·· . : ,; ·~-;~·~_-;:;~( ·; ~;{ 1~011'.~~;o~~~:t~~ :.:·~·, ·'_ ~ :~.:~}~:'.;/·:~i .; :·.~: :-~~ ~.~ ;;) · ·· •.;~. _ , .. -
_, The recolrimenaatl9h has been i_mplef!l~iited_(suinrn~ry of liow-lTheRe_tlrem~~t ~pard will co~tlnue Its lcng-st;l_ncl1rig practice for any •f\d_ all future 

II was.Implemented In next column) -· City ordlnanc,,·s or.City Cnarter-amendli'lents that lmpact rettrement benefits, :Tlie" 
Retirement Bo"atd's cbnsultlng a,;tuary WIii prepare' a:ild Present a cost-effect-: . 
report to theiltiahl of Supervisor~, as requited uniler the City Charter. E;l~h·r~p;rt 
wllihe prepared lri·aci~rdanc~ with lndustry-stanoards anti practices; using the 
~e_s\ av_allable demogr,iphlc lrfor~atl9n at1d eco11omlc hiforrn~tlon at the time; as 
v;ell a~ tha ·long-term demographlc~nd _econt>_mlc assumptions a~opt~d. by the · 

. 1B,eilr~1y11int B?.•rc! •. The report)! _l(l~~1~~ t~ ~sslst the Bo·~ ~r. s~~~IVisors _and/or 
the aty's vot~rs, by proindlng an expert'~ proJ~ctlon of the overall co~ and: · · 
tncreasiiin iial,,ilit{f~reach propos1tion·: y,;.~;;.-rep9rb;.a~~ra\el1• ineasui-e_the 
~t,sf/eff~ct:1mpai;tofthe j,roposltlori"atth~ itiii~·they are prepared: t;~rtilTrilY, the 
i:ost:or.chaiige"1nUab1iitv l)lay differ, In the future, 'iiue to _changes )l'\ fund -. ..- . 
inv!'stment perform~nce (e,g, 2907--0B Global flnantial Ctlsls),changes In ·· . : _
~con6mlc·and damograr,blo·a~un:iptliins,.and changes In plan,provisial'IS vihlch ~re 

Jb~yond th~ Retl~ement"Boar.is ~~!}tr~[.,_ . . ' . . 

The _recomrnenilatlon has been imp1¢meii~ed {summary-of how 
-, )twas lmple_mento~ Iii nexte~luriin) : - -· 

:-:.:· 

Th• Rirtlrement System provide~ extensive repi,rts tlet;,lllng flna_nclal, ~ctuarial ar, 
admltdstnitive matters, Including a·somrna,y·ofthefr financial staterneiftsth~i: aro 
~~slgne"cl"Jpr_~ kiipwi_E!\fg~~bli b~ iio~,e~p~ij~~dlence, on a11~ntiu~I basis,'. jhe~e 
,n-nua·I reports iire avallabliron-the SFERS W~bslte and Include audited flnanciai · 

·• ~iements" end'requlred supplem~~ti,iy ii>fo}riiatlon; ,in .actuarJa"i va_luatiori','.and i, 
·departmelitan"niial report Wnich cbnsolidateithe financial and actua_ilal:- '.·_·· 
inforinatiori with detailed Information ~n the adinlnl$tration of the Retirement 
System'.·The detalls of the breakout)'or .~~h <*i~p~nent ofu~fundeil it~blii\y 
relab>tl io"thii City's retlreme)lt )llan°are contafneiln each annuai.a"~ttlailal . 

. , valu·at)QO report. The Retlr~rn~nt ~y~em malht;,lns at: le~stflve ye~r.s' of. th·e SFERS_ 
annual actuarial valuation repo_rto-n its website. Historical valtietl~n·ieP.orts ' 
beyond the yearsali•Uable oii the.web$lte are available f;y request to·tlio · 
Retirement System. Th~ R~tiiome~t Sy;tem·welcorn~s ctimme~i:s on speclflc Vh.ys 
to Improve ·thes~ V<1iiotis piod~cts to ensure the ii- a~ilify to ·ba useful to a broad 
array i;f au.dientes j~~rested In this COJ)'lplex t~plc, . . 

Retirement Board Responses September 12, 2017 
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The SF lietiremerit I Ri.z 
System, Increasing 
understanding· & 

Adding Voter 
oversight 

Thatt~e Board of supervJsors establish a permanent Retlrement·system OVer<lght 
Co!l1mlttee to.develop a comprehensive, fong•term solution·for the Retirement 
System tfiatls fair to both empfo~ees and taxpayer<, and present it.to the voters In 
a·proposltlon by 201B. All options for reducing p~nslon llabllltle, mµst.be 
cc.nsldere~, fncludJng.a.hy~rid Defin.ed. Be,neflt /,Defined Co,htrlbutJon plan. The 
details of the cominll:tee are: 1, Name:·RetJrement System Oversight Committee 2, 
Purpose a, Develop a comprehensive, long-term solutlon.for the Retirement 
System's unfunded llabllltles tliat is fair to both ·employees, retirees, and ta~payers, 
and'presentltto voters In a proposltlon·by tlie end cifi018, All options should.be · 
on the table, Including a Hybrid Defined Beneflti DeflnedContributlon plan, b, 
Inform and educate the.pllblii: concerning the finances of the Retirement.System. c, 
As needed, develop solutions to. futtJre problllms the Retirement Sys:tem 
encounter~ and, Ji' necessary, present the·m to voters In a p/~posltlon, All options 
should pe onJhetab\e, lncludlng a Hybrid D.efined Benefit/ Defined con.trlbutlon 
'·plan, a, 1'h• i::ommlttee shall provld~ oversight to ensure that:.11} actions taken by 

\he'Retlreme,i:>t System are In the best Interest of~he residents.of San 'FrS:nclsco; (l) 
a.II P.fOposltl<>ns that .inodlfy'th~ Retirement ~ystem are,adequately described 'to 
.voters In the Voter lnformatlon Pamphlet. e,ln furtherance ofits purpose, the 

., corhmlttee may en&ag~Jn.~ny bf \h.e following aci:lvitles: I, Inquire lntothe actions 
ofth.~ RotlremeiifSystem ~yreVlewlrigreports, •nafyses,.financlal statements, 
;\~tuarl•I rep9r:t,1 or other.materialsrelated to the Retlrement'Sy~tem, 11. Holdlrig 
public meetings to review the effect·on San Franclsca.resld~nts. of actlons ta~~n by 
the Ret,lramentSystem, 3; Public Meetlng, a. The Board,of sup_et11lsors sliall provlqe 
the,comtnh.tee 01th any n~cessary til<hnlcal as,lstance and shall.P.rovlile 
admlnlstratlve assistance In furtherance oi'lts p~rpose and sufficient resources to 
publlclze the conclusions oftho committee,, • 
b. All comml~a procee?lngs shall be subjectto the. callfprnJa P.Ubllc'Records Act 

Retlremerit. 
Board 

That by the enij of 2018,. the Mayor and Board ofSupiit11isors ·submit a Charter !Retlren\eot 
amendment prop9s)tlon to the voters t!) add three additlqnal·pub[lc rn~mqers who Board 
are··not Retireinent:System members to:the Retirement Board; 

~l{~'.'~~~ft,.!·l/~;;i~milii\iitioni ~·· ,. ~wbi~,n~~~~ilseT~~ti::~<: 
The recom.niendatlon wlll not be lmple111a~ted becay~~ Jt1s not !This re,01J1mendatlon should be directed to the.Board.of Supervisors and natthe 
warranted or reasonable (explanation In next column} Retlremen\ ~oar<) .. 

Note:.These considerations alre.~dy ha'(". and do occ(lr, For.example, In 2011, the 
Mayor, the Board of Supervisors, other City offlcfals, employee gN>ups, and 
members of the publfcworked t~ pass.Proposition c. Now, under Propo~ltlon C, 
employees pay more· out of each and every paycheck.into the SFERS Trust, which 
has red'uced the City's contribution rate, as a·percentage·of payroll. ·rh\s has 
reduced the City's pension ilahlllty ove; the ldng·term. 
on an·annual ~.asis, tl]~ City'~ le;idership reviews pension costs, contrlhullon rates; 
andthelrflnanclal lmpnc~in.the City budget proc.ess and In other settings; ·on~ 

··. 
1 regular basis, SFERS provldes the Cltywitti 'detalled lnfonnat!on, fundhig and 

., 
1
,ontrl\>;itlon P.roJe.ctlon~antj str9;ste;tlng.res~lts from the Retirement Board's 
actuarial consultant,, and·anyother re9uested Information related to the pension 

, , llnbllltles and employer contrlbutlons,as pa.rtof ~he Clty's·ove,r;ill financial planning 
proeess, .. All ch~ngesJn SF.ERS benefit pr9vlslons. must b.e approved by the City's. 
voters, The Retirement Soard.cannot •.PProve changes In SFERS benefit provlslo 

T~e .re.commen.d~tiori wUi not be i.mple'."ented'because It Is not' IThls recommendailoh should be directed to the Mayor's Office and Board of. 
warranted or reasonable.{explanatlon Jn·nextcoiumn) 5 .. d t th R ti·· ... ' · .. d 

· ·~ . upe,v1sors an n~ e e . rerner,~ Boar • 

: 
1 
Note:.SFERS does not ~elleve thls recommendation will, lead to the desired 
outcome of having representatives on the Retirement Soard "to watch out for the 
Interests of the CltY, and its residents.'' 

All members of the Retlrerrient Board, regardless of who elected or appointed 
them to the Board, have a flducl,iry d~ty to SFERS participants ar,d their 
~eneflciaries, In accordance wlll) the Callfprnla State Constitution, thls·dul:y·takes 

: 1rrecedence overany.other duty :'r concern. Under'the State Constitution, tlie 
Retirement Board ls requJreQ.to'dlscharge Its qutles wlth'resjiectto ttie.SFERS 
Trust solely ln the W•,est of, and for the excluslve p,urpo;~s of providing benefl' 
to·SFERS participants and their beneficiaries, mlnimizing employer contribution. 
thereto, and defraying reasonable expenses of admlnlster\nli the.sy~tem. Unaer 
trust law, the Retirement Board's duty.to ltspart!clpants ancl their baneflclarles 
bikes. 'pre<:edence over any other duty, including any duty to the City or its 
resldEi~ts. ' 

Retirement Board Responses Septemb~r 12, 2017 
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The· SF Retlreme~tl 1\4.Z 
System-.Jncreaslng 
\ind~rstandlng & 
AddingVoter · 
oversight 

That by the .end of 2018, the Retirement Sysiem develop and malntalrt a dataset 
based Oh the.datii'.ln Its •otuarlal and financial reports of the last 20 years, and 
miike that dataset available to. the public, 

That by tlia end of 2018, the Controller's Office develop and),roduce an annual 
!(etlremont System R~port that cleariv explains the ~urrent and ·ptoJecteq· =!l;>~s of 
lh•!l!!tlremen~System ~nd Its effect on the Clty'.s budget, 

:t~~::t~~i~ . iitt11Jti];t£~?i)l~:1J\%\\tWrntf JJf ?t.,'· .. : ·· . 
Retirement IThe reco.mnwnd•1:fon will not be lmplement~d baeausa It Is not 
Board warranted ·or reasonab(': (explanation In next column) · The Retlre!l\ent System produoe~.various reports detalllng flnanclal, a.ctuoilal, and 

operatlonal Issues; lricludln~ a summary of thetrflnanclal statements that are· 
designed fora knowledgeable but non-e~pert audience: The Retirementsy,tern 
provides extensive repom deialllngflnanclal, actuarial arid adm!nlstratlve m·atters, 
avallabl~ on th.a SFERS website, on ~n annuafbasfs. These annunl reports Include 
~uil!ted flna~clal l'f:a.tem~nts and.required sllppl~merit11ry lnfo~atlon; an ~ctuarlal 
valuatloa, and a department annual r~portwhlch consolidates the flnancial and . 
actuarial Information with detalled lnfcirinatlon on the admlnl~tlon ~fthe 
Retirement System. The data ~sed to'produce:th;;,,e reporoi is avallal:ife t~ the 
publlc to the extent It Is not protected.from disclosure by law. 
11ie· Retlrement·System welcol)\es ·cornmehts on· speclfl<i ways to ·tmproye the 

· 1puq1Jc avallablllty of data used \ti preparlng th~ varl~us reports to ensure their· 
· ability to be useful to a broad array of audiences Interested In these complex 
_: to~lcs. 

Retirement 
Bciatd 

The. re~?.rn'.1'~n~ation wlllno~ be irnple~e~ted because 1.~ I~ J;ot_l:J:1'• recommendation shoula lie dlre<:ted ta the b:mtroller:S Office and not tha 
w~1ran~.d.pr reas9rablt1 {exp!anat)on ll) riext column). ., :. : ,, '.c,: Ret\re~~nt Boa.rd •. 

Retirement Board Responses September 12, 2017 



OFFICE OF THE MAYOR 
SAN FRANCISCO 

August 15, 2017 

The Honorable Teri L. Jackson 
Presiding Judge 
Superior Court of California, County of San Francisco 
400 McAllister Street 
San Francisco, CA 94102 

Dear Judge Jackson: 

EDWIN M. LEE 
MAYOR 

Pursuant to Penal Code sections 933 and 933.05, the.following is in reply to the 2016-17 Civil Grand Jury 
report, The San Francisco Retirement System: Increasing Understanding andAdding Voter Oversight. 
We would like to thank the members of the Civil Grand Jury for their interest in San Francisco's 
Retirement System and its role in the City's long-term financial health. The report focuses primarily on two 
challenges with the Retirement System: reducing our long term pension obligations, and improving 
transparency and accountability to taxpayers about the City's pension costs. 

The City remains comrnited .to striving for responsible stewardship of the San Francisco Employees' 
,.{.etirement System (SFERS). The careful management of retirement obligations and their associated costs 
is critical to ensuring the City's financial security. In 2011 Mayor Ed Lee worked to pass pension reform 
legislation which significantly reduced the City's long term pension obligations: The legislation (Prop. C) 
included reductions to benefits and requirements that employee contribute at least 7.5% of their salary 
toward their pension costs, depending on the health of the pension fund. This was estimated to save the 
City up to $1.3 billion over the subsequent 10 years. Without this legislation, the City's fiscal outlook would 
be considerably worse. 

There are mutiple drivers of the City's long term pension obligations. However, SFERS is among the top
performing and well-funded public pension plans in the United States. The System is currently 85% 

. funded, ·versus an average of 72% funded amongst peer jurisdictions. That funding gap that will be closed 
over the long term, not only by the City but also by City employees as a result of the empl()yee cost sharing 
provisions approved by the voters in 2011 and future investment gains. However, future pension liabilites · 
are ·a great concern for the city, and are carefully tracked and analyzed closely on an ongoing basis by the 
Mayor's Office, Controller's Office, Retirement System and the Board of Supervisors' Budget and 
Legislative Analyst. We closely monitor the impact of our pension obligations on our long term fiscal 
deficit and will continue to seek to reduce projected deficits over time. 

A detailed response from the Mayor's Office, Elections Department, and Elections Commission to 
the Civil Grand Jury's findings and recommendations are attached. 

Each signatory prepared its· own responses and is able to respond to ·questions related to its respective part 
')f the report. · 

1 DR CARL TON B. GOODLETT PLACE, ROOM 200 
SAN FRANCISCO, CALIFORNIA 94102-4681 

TELEPHONE: (412)7£i5-6141 . 



111ap.k you ~gain for: th.e ,oppo1.iuci:tf to corp.m.ent on this. Civil Grand Jury report. 

Sinc;erely, 
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I ' -

1 . z}wJ;~l/~. : .. 
EdWJn Lee i . 

·'. l 
fyla.yor '·· · ··. · 
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Chri~top.het Jetdooek 
:Presid~nt oFthe Rlecti9ns Commission 

Dire.ctor.o 
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The SF Retirement System- Increasing Understandin~ · '4lng Voter Oversight: RESPONSES TO CGJ HNUIN\:J~ 

•-ii~i~tind~~~~ii~3:f~i~~: ifcf:Jl:Y'.t/:}~i@-~I~~1~iDii~~:JJ1~rr;~~i,:.--
That there are multiple causes for the City's I Mayor I disa·gree witti'it, partlaily- (explanation ln next column). 
~5.81 billion debt to Its Retirement System, 
Including investment losses ($1.4 bllllon), a 
court rullng on Supplemental Cost of Living 
Adjustments (COLAs) In the 2011 Proposition C 
($1.3 billion), and changes ln demographic 
assumptions ($1.1 bllllon). However, the 
principal underlying cause Is the estimated 

., $3.5 billion In retroactive retirement benefit 
Increases Implemented by voter-approved 
propositions between 1996 and 2008. 

1) That the City's ~etlrement System dillgently I Mayor 
protects the retirement-related Interests of the 
City's employees and retirees; 2) that the . 
Retirement Board nas a majority of members 
who are also members of the Retirement 
System (they receive, or will receive, pensions); 
3) that when It came to retroactive retirement 
benefit Increase propositions between 1996 
and 2008, the Mayor, Board of Supervisors, 
Retirement Board, and Controller did not fulfill 
their responsiblllty to watch out for the 
interests of the City and its residents; and 4) 
that despite previous Retirement System-
related propositions (2010 Proposition D and 
2011 Proposition C) that reduced future 
pension liabi!itles, the Retirement System 
remains seriously underfunded, threatening 
the fiscal status of the City. 

disagree with it, partlaUy (explanation In next column) 

We agree that there are·mutiple drivers of the City's long term pension obligations. However, SFE 
perfo"rriiing and w~ll-foncied public pension pl~n~ I~ the United· States. ·w·e are confident that, ov, 
a'ss~ts hi_ th'e SFERS Tru~i: V:,m be sufflclent to pay the prci'inlsed benefits to au active and retired ~f 

. the Retirement Board rec~ives an actuarial valuation - a snapshot of the long~term pr;gress of th, 
. lot all promised beneflts·-from which they revleW and adjust, if prudent and. approp~iate, existing 

the long-term financial strength of.the SFERS Trust. In accordance with.the City Charter and Retlr 
i I cost or in~rease in. liabilities associated with' every voter-approved proposition Is amortized over l 

' ' 

1J1e fletirement~;ste,.; -~nfUnded liability Is ni·t a "debt", bl)t rather a funding gap that wiU be me 
Jterm, not only-by the City;but also by City ernployees as a result of the employee cost sharing pre 

City voters in ·2011 {Proposition C) and long·term inve~tment gains: As reflected in the past lnves 
Retirement5yste~-' relative to U.S. pubic fund peers, SFERS'· Investment results ranked ln the fir, 
year and lei year time periocjs, investment gains wHI also contribute a significant amouritt~Wardi 
liabilities of ~he_ Retirement System. . . . 

We are In agree!)1entthat t~e City's Retirement System diligently protects.toe retirement interes1 
and Retirees (Item i); We also agree about the composition of the retirement board (item 2). 

Howev~r, we disagree ;Ith finding {3). Cost analyses prepared by the Controller and the Retlrerr 
upon the best available_ lnformation,and were In line _with actuarial arid economic as~umptlons Ir 
noted in those·analyses, benefit costs and Retirement'Fund· results are highly sensitive to a numb 
a_ssumptlons, several of which were not met in the years following the changes approved by vote 

111 addition, we disagree with finding 4). Future pension liabilltes are a great concern for the city, 
and analyzed closely cin im ongoing basls by the Mayor's Office, ControUer'sOfflce, Retirement 5\ 
Supervisors' Budget and Legislative analyst. Projected costs are forecast and incorporated into·ol 
process which Is jointly developed by the Mayor's Budget Office, the Controllers Office and the B 
Budget and Legislative analyst. 

We have al~o made significant strides in enacting pollcy to reduce our pension Uabiiity an,· '.Ir 
reduce our long term pension liabilities. The SFERS retirement system is 85% funded. Whi;_ .. ,I r 
important to consider that relative to comparable systems, San Francisco's SFERS is faring very w 
performing and well-funded publk _pension plans in the United States. A recent report by the Cit) 
that the peer average for city ·employee pension_ plans as of FY 15 was 72% funded {compared wi 
Instance CALPERS is currently funded at 69% and Los Angeles is funded at 83%. As of FY 15, Seatt 
Portland at 46%. 
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1 ne :,r tteuremem :,ystem-mcreasmg unaerstanamg Aacung yoter uverslght: RESPONSES TO CGJ RECOMMENDATIONS 

That the Mayor and Board of Supervisors fully disclose the financial details of any I Mayor 
future retirement benefit Increases or decreases to the public 

That by the end of 2018, the Retirement Board produce an ann_ual report for the jMayor 
public showing each component of the debt owed by the City to the Retirement 
System, including the full history of each component and descriptions of all 
calculations. 

• 

0

AII changes"in SFERS benefit p'rovisiohs musfbe·approve 
!terns on the ball.cit we are re_guired by_charter to prcividi 
deta!ling the costs of the proposition, which are disclose 

• Retirement System and 'the Controller's Office prepare e 
pension-r-elated measure placed on the balfot. · By n_eces 
are brief Vfritten statements; wit~ inore.detajled fi' .. -n; 
for inspect1on by riiember-.s of the pµbl!c·intereste~ -'X 

depth: 

The recommendatio_n has been !mpleniented (summary of how IThe Retiremel)t System provides extensive reports detai 
It was Implemented ln next.column) : · . . and adni!nistrative niatters on an iinnual basis; These a, 

audited financial statements and required supplemental 
actuarial valuatio"n, and a department annual report whi 

· ,financial and actuarial infprmationwith detailed info.rm, 
administration oftlie Retirement System. The details of 
·component of uhfunded liability related to the City's ret 
contained in the annual actuarial valuation report. Then 
calculation n,ethod ir1 the appendix of the report. The R 
maintains five years ofthe.SFERS annual actuarial valuat 
Historical valuation reports beyond the five years availal 
available by request to the Retirement System. 
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The Sf Retirement System-Increasing Understanding Adding "·•er uvers1gnt: Kt!>t'UN:>t::> 1 u '-"'' Kt:Lu1v11v11:i.uA 11u1,;:, 

That the Board of Supervisors establish a permanent Retirement System Oversight I Mayor 
Committee to develop a comprehensive, long-term solution for the Retirement 
System that is fair to both employees and taxpayers, and present It to the voters In 
a proposition by 2018. All options for reducing pension liabil!ties must be 
considered, Including a hybrid Defined Benefit/ Defined Contribution plan. The 
details of the committee are: 
1. Name: Retirement System Oversight Committee 
2. Purpose 
a. Develop a comprehensive, long-term solution for the Retirement System's 
unfunded liabilltles that is fair to both employees, retirees, and taxpayers, and 
present it to voters in a proposition by the end of 2018. All options should be on 

., the table, including a Hybrid Defined Benefit/ DefinedContributlon plan. 
b. Inform and educate the public concerning the finances of the Retirement 
System. 
c. As needed, develop solutions to future problems the Retirement System 
encounters and, if necessary, present them to voters in a proposition. All options 
should be on the table, including a Hybrid Define.cl Benefit/ Defined Contribution 
plan. 
d. The Committee shall provide oversight to ensure that: (1) actions taken by the 
Retirement System are In the best interest of the residents of San Francisco; (2) all 
propositions that modify the Retirement System are adequately described to 
voters in the Voter Information Pamphlet. 
e. In furtherance of its purpose,_the committee may engage in any of the following 
activities: 
i. Inquire into the actions of the Retirement System by reviewing reports, analyses, 
financial statements, actuarial reports, or other materials related to the 
Retirement System. 

That by the end of 2018, the Mayor and Board of Supervisors submit a Charter 
amendment proposition to the voters to add three additional public members 
who are not Retirement System members to.the Retirement Board. 

Mayor 

The recommendath;in will not be implell)ented l?eca~se: it is not \The. City already ha_s a Retirement Board which functions 
warrantedoi'reasonable (explanation in next column) . · · Retirement System, and the Mayo(s Office has no autho 

· · · empanel·a new Board committee. Mayor. Lee worked to-1 

r~form legislation in 2011.and the City's long term pensic 
much worse.if it wa_s not for these measures.' Lastly, the ( 
pension costs irJ our long range financial"plannit\g-throu1 
planning process; deficit projections a's well as through ti 
~hich are developed by _the.Mayoris Office irJ collaborati 
Office and the Boii'rd of Supervisors. We closely IT)on!tor: 
pension obligations on our long_ term deficit and will conl 
proiected deficits over time. 

·•rhe recommendation will not be implemented because it is not 'This recommendation is intendecl to add individuals to ti 
warranted or reasonable (explanation in next column) board who are not beneficiaries of the trust fund, and w 

presumably act as guardians of the public Interest. How 
obligated to act only in the fiduciary interests of tf ·n 
recommendation would not accomplish its intendeo~ 6oa 
will not be pursued. The City-closely monitors pension cc 
financial planning - through the 5 year financial planning 
projections as well as through the 2 year budget process 
the Mayor's Office. in collaboration with the Controller's 
Supervisors. We closely monitor the impact of our pens; 
long term deficit and will continute to seek to reduce pn 
The Mayor will continue to consider any and all mechani 
ensure fiscal sustainability. 



~etirement I F3 
-Increasing 
:anding & 
Voter Oversight 

N ...... 
...... 
0 

111e ;:,r new e111e11t "Y"'"'m- increasing unaersianaing Aaaing voi:er uvers1gm: Kt.:>t'UN:>t::, 1 u l:l:iJ MNUlNGS 

·.iieiponcient assign'~ci tlv 
· .. _.· F1nciingf · ·· · , =··::} cGJ/' •.• · 

That the Voter Information· Pamphlets for Department of· 
retroactive retirement benefit increase· Elections 
proposltlons between_l996 and 2008 did not 
provide voters with complete estimates of the 
propositions' costs, who would pay those 
costs, how those costs were financed, and 
what the interest rates were. 

:.-:{:.~:~·.~· 

; . :j t ::t'io1t.: R~~pbh's~i (Agi'~e}b)~~i~~tr \ 
disagree with it, wholly (explanation in next colµmh) · 

2oif~~'ik&ts~'r~~~;:';:;;, 
The Department lacks sufficien~ knowledge to determine 
included the in.formation set forth in this finding. 
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The SF Retirement System-Increasing Understanding Add Inf! "~+er oversight: RESf'UNSt:S TU U:iJ KtLu1v11v11:m.1A 11u1~~ 

That the Elections Commission and the Department of Elections ensure that future I Department of 
Voter Information Pamphlets for Retirement System-related propositions provide Elections 
voters with complete financial details. 

That by the end of 2018, the Controller's Office provide SF residents, employees, 
and retirees with a description of the City's Retirement System that enables them 
to make informed decisions about It. 

Department of 
Elections 

The recommendation will not be:irriplemented because it"ls ·not l!he Departn:ient lacks the au~hority to ensur_e that futuri 
warranted or reasonable (explanation in next colun:n) .. with complete financial details.regarding Retirement Sys 

The Department of Elections does not determine the cor 
lnformat(on Pamphlet; that determination is made by or 
ordinanc.e~ are included in the Municipal Elections Code. 
is. slrnplf tci format Information and·transmit it to the pri 
an ·ordinance requiring tfie Departm.ent of Electici°ns to in 
informa~ioi:i r~garding c6sts associated with retire[)1~~t t 
Information Pamphlet; the Departm·ent Will do-so. . 

The re. commendation wlll not be implemented because lt ls not I The DeP,cirtment lacks the au.thorlty to require that th.e C 
warranted or reasonable (explanation in next column) SF resitjents, employe_es; ar:ict retirees with a descrl· ''1. 

System that enables them to m<1ke informed dei:is. a 
'adopted thatre'qulres additional content to be included 
Pamphlet, the Department will COITlply with the ordinani 
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I he ~F Retirement System- Increasing Understanding Adding Voter Oversight: RESPONSES TO CGJ FINDINGS 

... :.:~ 

.·.···Fhici.ings··· 
That the Voter Information Pamphlets for 
retroactive retirement benefit increase 
proposltions between 1996 and 2008 did not 
provide voters with complete estimates of the 
propositions' costs, who would pay those 
costs, how those costs were financed, and 
what the Interest rates were. 

:~\~~t,~:r~wG~i~igri~:d Mi. i;\idii'i~dJi~Jis:tkitiJ;ii~~i~Jii.Y)·•s.:/1{ . :··;?;:?;if tJ:),}/:;){/idit'.~,~~~ris.dtJJi\;)'_, ... • 
Elections Commission I disagree with it, wholl{(el(planation in next column) · · · · !The Elections c6_mmissfon disagrees ~holly with.the fine 

Commission lacks the knowledge to assess whether the5 
did· not provide voters with full and accurate informatior 
propositions. 
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The SF Retirement System-Increasing Understanding Actdin17 · · ·~r oversight: KE:;PUN:;1::; 1 u t..\:iJ Kt:t..u1v11v11:mJ1-\ 11u1~::, 

That the Electiqns Commission and the Department of Elections ensure that future I Elections 
Voter Information Pamphlets for Retirement System-related propositions provide Commission 
voters with complete financial details. 

That by the end of 2018, the Controller's Office provide SF residents, employees, I Elections 
and retirees with a description of the City's Retirement System that enables them Commission 
to make informed decisions about It. 

Tb~ recommendation wm not be lli'lplemented because it is-not IThe Elections ComTTilssion:wm .notJmple"ment this recorr 
warranted or reasonable (explanation in next column) · · · Commission lacks the authority to do what ls requested. 

T~_e recommendation.will_ not be implemented because it is not lthe Elections. co11;mtssicin wHI not implement this recorr 
warranted or reasonable (explanation in-next column).· . · Co_mmission lacks the auth,ority to do what is requested. 



CITY AND COUNTY OF SAN FRANCISCO 
. OFFICE OF THE CONTROLLER 

August 11, 2017 

'Die Honorable Teri L. Jackson 
Presiding Judge, Superior Court of California, County of San Francisco 
400 McAllister Street Room 008 
San Francisco_, CA 94102 . 

Dear Ju~ge Jackson: · 

Ben Rosenfield: 
Controll~r 

Todd Rydstrom 
. Deputy Controlle;r 

.Pursuant to Penal Code sections 933 ~d 933;05, the following is in reply to the 2016:-17 Civil Grand 
Jury report, The San Francisco .Retirement System - Increasing Understanding and Adding Voter 
Oversight. We would like to thank the Civil Grand Jury for their attention to this subject. Managing 

· retirement benefits, plans and funding are among the most complex . .financial and workforce issues faced 
by governments and other entities nationwide. Consistently modeling, projecting· and managing pension 
costs, and providing reporting and transparency to the public, is challenging. The Controller's Office 
works. continuously to improve the quality of the City's :finandal management and reporting. Especially 
where the public are the primary users of fi:i1ancial information, such as in our required ballot statements, 
we work hard t~ make our reports clear and straightforward. 

· Overall, t4e Controller's Office strives to be a responsible :financial steward for the City and has been a . 
leader i;n. analyzing ways to manage long-term ·costs, reduce the Retirement System's unfunded actuarial 
liability, and create fair cost-sharing between employees and the City as an employer. Over the last .' 
eight years, the Controller's Office 11-?S supported five different efforts to model :financial and actuarial 
·projections and make changes to pens:fon benefits to better manage future costs. Many of these efforts · 
have resulted :iJ?. propo'sals moved fqrward by the Mayor and Board of Supervisors and ultimately 
ad<:>pted by. City voters. . 

. . . 

The Civil Grand Jury's report provided important findings and recommendations a,nd helped us 
understand how our financial reporting an4 stat~ments are received. We will use this feedback to 
improve efforts_ to communicate with leadership, stakeholders and the public on.these issues. 

If you have any questions about this response, please contact peputy Controller Todd Rydstrom or me at 
415-554-7500·. · 

Respectfully ·submitted, · . 

ft ffi_vG,{oM 
r B~osenfield 

Controller 

cc: Angela Calvillo, Clerlc ofthe Board, City and County of San Francisco 

,554-7500 City Hall • 1 Dr. Carlton B. Goodlett Place • Room 316 ,ai lAncisco CA 94102-4694 FAX 415-554-7466 
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2016-17 Civil Grand Jury 
The SF Retirement Sv--~m- lncreasing Understand)ng Adding Voter Oversight: RESPONSE:.. . .J CGJ FINDINGS 

1) That the City's Retirement System diligently Controller disagree with it, While the Controller's Office finds the Civil Grand Jury's statement regarding 
protects the retirement-related interests of p~n;ially (explanatio~ the heal.th of the Retirement Fund to be overstated,'we do share the general 
the City's employees and retirees; 2) that the in next column) concern rega'rdingthe increase in the system's net pension liability in recent 
Retirement Board has a majority of members · years arid its implications for future· City costs. We have presented discussion 
who are also members of the Retirement and analysis in the City's recent Comprehensive Annual f.inancial Reports 
System (they receive, or will receive, (CAFR) and in th~ City's Five-Year Financial Plan on this topic. We believe that 
pensions); 3) that when it came to retroactive the health of the system needs to be closely monitored and that it is likely to 
retirement benefit increase propositions cr~ate financial pressure for the City in the years ahead ·absent changes to 
between 1996 and 2008, the Mayor, Board of benefits. The Controller's Office disagrees with the finding that our office, the 
Supervisors, Retirement Board, and Controller Mayor, and the Board of Supervisors did.not fulfill ou'r responsibilities to 
did not fulfill their responsibility to watch out watch out for the interest.of the City and its residents regarding benefit 
for the interests of the City and its residents; changes oli th~ ballot between 1996 and 2008. Cost analyses prepared by our 
and 4) that despite previous Retirement office and the Retirement System were based upon the best-available 
System-related propositions {2010 Proposition information, and were in line with ~ctuarial and economic assumptions in use 
D and 2011 Proposition C) that reduced future at the time. As noted in those analyses, benefit costs and Retirement Fund 
pension liabilities, the Retirement System res.ults are highly sensitive to a number of economic assumptions, several of 
remains seriously underfunded, threatening which wer~ not m·et in the years following the changes approved by voters. 
the fiscal status of the City. 

That the Voter Information Pamphlets for Controller 
retroactive retirement benefit increase 
propositions between 1996 and 2008 did not 
provide voters with complete estimates of the 
propositions' costs, who would pay those 
costs, how those costs were financed, and 
what the interest rates were. 

The·Controller and the Retirement System Controller 
provide extensive reports about the 
Retirement System, but they are too complex 
for the average citizen, employee, or retiree to 
understand. The data in the Retirement 
System reports is not available to the 
Retirement System or the public in a dataset, 
making research and analysis more difficult. 

disagree witli it, The.Controller's Office cost analyses for measures in these years included 
partially {explanation estimates based upon actuarial and financial assumptions utilized by the 
in next coluinn) Retirement System at the time. Our analyses noted the sensitivity of the cost 

.analyses to these assumptions. By necessity, these cost analyses are brief 
written statements for the Voter Information Pamphlet, with detailed files 
maintained for stakeholders or members of the public interested in _exploring 
further. We are open to specific comments on ways to improve our ballot 
cost analyses,.including those for future pension measures. We are open to 
the possil:iility_ of providing a section in the Voter Information Pamphlet with 
background on public pension structures and status, similar to our section 
regarding debt management and bond financing that is provided when bonds 
are on the ballot. 

disagree with it, The·Reti,ement System produces various reports detailing financial, actuarial, 
partialiy {explanation ~~d ~perational issues, including~ summary of their financial statements that 
in next column) are designed for a knowledgable but non-expert audience. The Controller's 

Office, ih the Oty's Five-Year Financial Plan, reports on the expected future 
retirement costs to the Cfty, and includes discussion of the health of the 
Retirement Fund in the City's Comprehensive Annual Financial Report {CAFR). 
The Controller's Office has made regular public presentations at hearings held 
by the B_oard of Supervisors on the health of the Retirement System and its 
implications for the financial health of the City. We welcome comments on 
specific ways to improve these various p~oducts to ensure their ability to be 
useful to a broad array of audiences interested in this complex topic. 

2775 
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. 2016-17 Civil Grand Jury 
The SF Retirement System-lncrea5ing Understanding Adding Voter Oversight: RESPONSES TO ... ciJ RECOMMENDATIONS 

That the Board of Supervisors establish Controller The recomr'nendation."will not be. This recommendation should be directed to the Mayor and 
a permanent Retirement System 
Oversight Committee to develop a 
comprehensive, long-term solution for 
the Retirement System that is fair to 
both employees and taxpayers, and 
present it to the voters in a 
proposition by 2018. All options for 
reducing pensionHabilities must be 

. considered, including a hybrid Defined 
Benefit/ Defined Contribution plan. 
The details of the committee are: 
:I,. Name: Retirement System Oversight 
Committee 
2. Purpose 
a. Develop a comprehensive, long
term soll!tion for the Retirement 
System's unfunded liabilities that is fair 
to both employees, retirees, and 
taxpayers, and present it to voters in a. 
proposition by the end of 2018. All 
options should be on the table, 
including a Hybrid Defined Benefit/ 
Definedi::ontribution plan. 
b. Inform and educate the public 
concerning the finances of the 

· Retirement System. 

That by the end of 2018, the Mayor Controller 
and Board of Supervisors submit a 
Charter amendment proposition to the 
voters to add three additional public 
members who are not Retirement 
System members to the Retirement 
Board. 

That the Elections Commission and the Controller 
Department of Elections ensure that 
future Voter Information Pamphlets 
for Retirement System-related 
propositions provide voters with 
complete financial details. 

irriplemerited because it is not· 
warranted or reasonab°Je 
(explanation in.next ~olumn) 

The recomr'nendatiori will not be 
implemented because it is not 
warranted or reasonable 
(expla_nation in next column) 

Board of Supervisors; ana not the Controller's Office. In our 
role asfirnmcial.advisor, tlie _Controller's Office will support 
wfiatever.efforts polfcymak\!rS put in place to study the 
health of the Retirem.ent Fund and to consider changes to 
manage future firiancial costs for the City. We note, 
however, that the City has rigorous ongoing practices built 
in to its financial management to review changes in the 
funded status of the Retirement Fund and their implications 

· for the City's finances. Further, the Controller's Office h·as 
. supported five different efforts in tl")e last eightVears to 

model financial and actuarial projections a·nd make changes 
to pension benefits to better manage future costs. Many of 
these efforts have resulted in. proposals moved forward by 
the Mayor and Board of Supervisors and ultimately adopted 
by city voters. 

This recommendation should be directed to the Mayor and 
Board of Supervisors, and not the Controller's Office. In our 
role as financial advisor, the Controller's Office will support 
whatever efforts policymakers request to review 
governance questions regarding the Retirement Board. We 
note, however, that Retirement Board members are 
fiduciaries that have a duty to the system's participants and 
riot to '.'watch out for the interests of the City and its 
residents." This broader responsibility falls on the Mayor, 
Board of Supervisors and other policymakers. Under the City 
Charter ultimately the voters of San Francisco determine 
benefit levels, unlike th_~ majority of governril_ents where 
retirement benefits levels are not subject to a vote of the 
people. 

The rei:oinmendatioi, requires Both the Retirement System and the Controller's Office 
further analysis (explanatiqn of the prepa_re extensive analyses of any pension-related measure 
scope of that analysis and a placed on the ballot. By necessity, these cost analyses are 
tirrieframe for discussicin, not more . brief written statements, with more detailed files 
than six months from the release of ·maintained and available for inspection by members of the 
the report-noted in next column) 
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public interested in exploring the issues in more depth. We 
are open to specific· comments and thoughts on ways to 
improve our ballot cost analyses, including those for future 
pension measures. We are open to the possi.bility of 
providing a background section In the Voter Information 

· Pamphlet with further information on public pension 
structures and San Francisco's status. We currently provide 
a background section re~rding debt management, bond 
financing and San Francisco's status in all elections where 
bonds are on the ballot. 
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That by the end of 2018, the Controller 
Controller's Office provide SF 
residents,' employees, and retirees 
with a description of the City's 
Retirement System that enables them 
to make informed decisions about it. 

That by the end. of 2018, the 
Retirement System develop and. 
maintain a dataset based on the data 
in its actuarial and financial reports of 
the last 20 years, and make that 
dataset available to the public. 

That by the end of 2018, the 
Controller's Office develop and· 
produce an annual Retirement System 
Report that clearly explains the 
current and projected status of the 
Retirement System and its effect on 
the City's budget 

Controller 

Controller 

The recomm_endation has been 
implemented (summary of hoVJ it 
was:irnplemented in next cciJum~) 

The recommendation will not ·be. 
implemented because it is nqt 
warranted or reas·onable 
(e.xplariation innext column) 

The recommendation requires 
further.analysis (explanation of the 
scope· of that analysis ·and a 
timeframe for discussion, not more 
than six months fro~ the rel~ase of 
the report noted in next column) 
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The Retire.ment System, the Controller's Office, and others 
already produc~ a wide array of public reports f~r vafi.ous 
alidi/mces on the financial health of the Retirement Fund 
ati.d its implications for both beneficiaries and the City 
government. We have augmented this reporting in recent 
years with additional detaiied analysis and discussion in the 
City's Five Year Financial Plan: We welcome specific . 

. suggestio·ns to improve the!ie products, but do not believe 
that ari additional arinual report will improve public 
knowledge of this topic. As discussed elsewhere, we are 
open to specific means of improving our ballot measure 
anaiysis, including the possibility ofproviding additional 
background information in the voter information pamphlet 
when pension measures are pla_ced before the voters, 
similar to our discussion of debt financing when bond 
authorizations are on the ballot. . . 

This recommendation should be directed to the Retirement 
· System and not the Controller's Office. 

The City's Five-Year Financial.Plan includes clear discussion 
regarding the high~level financial status of the Retirement 
Fund and its implications forfuture City costs, including 
analy;is of the effects of a downturn in investment returns 
that may occur in a recession. The City's Comprehensive 
Annual Financial Report also includes discussion of the 
health and funded status of the Retirement Fund. The 
Retirement System ·produces various reports detailing 
financial, actuarial, and operational issues, including a 
summary of their financial statements that are designed for 
a knowledgable but non-expert audience. We welcome 
comm·ents on specific ways to improve these products to 
ensure that they are useful to a broad array of audiences 
interested in this complex topic. 
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THE SAN FRANCISCO RETIREMENT SYSTEM 
INCREASING UNDERSTANDING AND ADDING VOTER OVERSIGHT 

Finding F1 

That there are multiple causes for the City's $5.81 billion debt to its Retirement System, including 
investment losses ($1.4 billion), a court ruling ou Supplemental Cost of Living Adjustments (COLAs) in 
the 2011 Proposition C ($1.3 billion), and changes in demographic assumptions ($1.1 billion). Howev.er, 
the principal underlying cause is the estimated $3.5 billion in retroactive retirement benefit increases 
implemented by voter-approved propositions between 1996 and 2008. 

Mayor's Office Response to Finding F1 
Disagree with it, partially. 

We agree that there are multiple drivers of the City's long term pension obligations. However, SFERS is 
among the top-performing and well-funded public pension plans in the United States. We are confident 
that, over the long term, the assets in the SFERS Trust will be sufficient to pay the promised benefits to all 
active and retired SFERS members. Each year, the Retirement Board receives an actuarial valuation - a 
snapshot of the long-term progress of the fund toward full funding of all promised benefits - from which 
they review and adjust, if prudent and appropriate, existing funding policies to ensure the long-term 
financial strength of the SFERS Trust. In accordance with the City Charter and Retirement Board policies, 
the cost or increase in liabilities associated with every voter-approved proposition is amortized over up to a 
20-year period. 

The Retirement System unfunded liability is not a "debt", but rather a funding gap that will be made up 
over the very long term, not only by the City, but also by City employees as a result of the employee cost 
sharing provisions approved by the City voters in 2011 (Proposition C) and long term investment gains. As 
reflected in the past investment performance of the Retirement System - relative to U.S. public fund peers, 
SFERS' investment results ranked in the first quartile for the 3 year, 5 year and 10 year time periods, 
investment gains will also contribute a significant amount towards reducing the unfunded liabilities of the 
Retirement System. 

SF CGJNotes 

The Mayor's Office's cover letter states that "The System is currently 85% funded, versus an average of . 
72% funded amongst peer jurisdictions." 

The 7 /1/16 Actuarial Valuation Report (page 1) shows two funded ratios: 82.6% based on Market Value 
of Assets, and 84.6% based on Actuarial Value of Assets. 
http://rnysfers.org/wp-content/uploads/SFERS-2016-A VR_.2017-02-01 s.pdf 

The 6/30/16 GASB 67 /68 Report (page 9) shows the "Plan fiduciary net position as a percentage of the 
total pension liability" as 77.61 %. 
http://mysfers.org/wp-content/uploads/11092016-board-meeting-11-gasb.pdf 

The 6/30/16 SFERS Annual Report (page 3) states "At the June 30, 2016 fiscal year-end measurement 
date, the plan net position as a percentage of total pension liability is 77 .6% based on total pension liability 
of $26.0 billion and plan net position of $20.2 billion." 
http:/ /mysfers.org/wp-content/uploads/SFERS_Annua1Report_FY16_web.pdf 

None of the reports explain the differences between the Actuarial Valuation Report's funded percentages 
and the funded percentage in the GASB 67 / 68 and SFERS Annual Reports. 
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THE SAN FRANCISCO RETIREMENT SYSTEM 
INCREASING UNDERSTANDING AND ADDING VOTER OVERSIGHT 

The Retirement System unfunded liability has an outstanding balance, an annual interest rate of 7.5%, and 
annual payments for interest and principal, so it strongly resembles a debt. The City's employees do not 
pay for this debt. 

The unfunded liability 1s part of employees' compensation for services rendered during a year for the 
benefit of the City's residents. By amortizing the unfunded liability over up to 20 years, we are making 
future residents pay for services received by current residents. This is called intergenerational inequity. 

Retirement Board Response to Finding Fl 
Disagree with it, wholly. 

The Retirement Board is confident that, over the long term, the assets in the SFERS Trust will be . 
sufficient to pay the promised benefits to all beneficiaries. We emphasize the long·term view because none 
of the figures cited as "debt" are due now. Rather, the items being called a "debt" are funding gaps ~.e., 
unfunded liabilities) which are designed to be paid off over the life of the SFERS Trust. Additionally, 
under Proposition C, City employees now pay more out of each and every paycheck into the SFERS Trust, 
which has reduced the City's cost. 

Despite investment shortfalls from two recent major recessions, including the Tech Bubble and the Global 
Financial Crisis, SFERS is closing the gap and ranked in the first quartile of all U.S. public fund peers. 
SFERS investment performance varies from year-to-year due to financial markets; however, SFERS invests 
for the long term, evidenced by it top quartile performance, over the 3 year, 5 year: and 10 year time 
periods. SFERS investment gains have contributed a significant amount toward reducing the unfunded 
liabilities. · 

In accordance with the City Charter and Retirement Board policies, the cost or increase in liabilities 
associated with every voter-approved proposition is amortized over up to a 20-year period. The remaining 
cost of the benefit and COLA increases approved by City voters between 1996 and 2008 was $1.038 
billion, as of June 30, 2016. By 2028, this liability will be paid in full. The present value of the increase in 
the unfunded liability resulting from the court ruling on the Supplemental COLA retroactive payments of 
2013 and 2014 was calculated to be $429.3 million, as of July 2016. 

SF CGJNotes 

The Retirement System's unfunded liability has an outstanding balance, an annual interest rate of 7.5%, and 
annual payments for interest and principal, so it strongly resembles _a debt. The City's employees do not 
pay for this debt. 

The unfunded liability is part of employees' compensation for services rendered during a year for the 
benefit of the City's residents. By amortizing the unfunded liability over up to 20 .years, we are making 
future residents pay for services received by current residents. This is intergenerational inequity. 

The 6/30/16 GASB 67 /68 Report (page 2) states "The Net Pension Liability (NPL) increased significantly 
by about $3,517 million since the prior measurement date, primarily due to investment losses ($1,384 
million), the Appeal Court's elimination of the full funding requirement for certain members 
($1,294 million), and the impact of the revised demographic assumptions and change in discount rate 
($1,087 million)." 

(holding added) 
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THE SAN FRANCISCO RETIREMENT SYSTEM 
INCREASING UNDERSTANDING AND ADDING VOTER OVERSIGHT 

Recommendation R1.1 

That the Mayor and Board of Supervisors fully disclos.e the frnancial details of any future retirement benefit 
increases or decreases to the public. 

Mayor's Office Response to Recommendation R1.1 
The recommendation has been implemented. 

The financial impact of major changes that impact benefit structure are already fully disclosed to the voters 
via the ballot (see below). Day to day decisions taken by the Retirement Board are also already disclosed to 
the public. Board meetings are public; agendas and minutes are posted online. Any action taken by the 
board is publicly posted. · 

All changes in SFERS benefit provisions must be approved by the City's voters. For items on the ballot we 
are required by charter to provide actuarial reports detailing the costs of the proposition, which are 
disclosed on the ballot. The Retirement System and the Controller's Office prepare extensive analyses of 
any pension-related measure placed on the ballot. By necessity, these cost analyses are brief written · 
statements, with more detailed files maintained and available for inspection by members of the public 
interested in exploring the issues in more depth. 

SF CGJNotes 

The Voter Information Pamphlets for retroactive retirement benefit increases have not included the 
actuarial reports, the debt's principal amount, the debt's interest rate, or the debt's amortization schedule. 

In the June 2008 Voter Information Pamphlet, the "Information on Local Ballot Measures" page, the 
Proposition B pages, and the Proposition B Legal Text make no mention of "more detailed files 
maintained and available for inspection by members of the public." 

Retirement Board Response to Recommendation R1.1 
The recommendation has been implemented. 

The Retirement Board will continue its long-standing practice for any and all future City ordinances or City 
Charter amendments that impact retirement benefits. The Retirement Board's consulting actuary will 
prepare and present a cost-effect report to the Board of Supervisors, as required under the City Charter. 
Each report will be prepared in accordance with industry standards and practices, using the best available 
demographic information and economic information at the time, as well as the long-term demographic and 
economic assumptions adopted by the Retirement Board. The report is intended to assist the Board of 
Supervisors and/ or the City's voters, by providing an expert's projection of the overall cost and increase in 
liability for each proposition. These reports accurately measure the cost/ effect impact of the proposition 
at the time they are prepared. Certainly, the cost or change in liability may differ, in the future, due to 
changes in fund investment performance (e.g. 2007-08 Global Financial Crisis), changes in economic and 
demographic assumptions, and changes in plan provisions which are beyond the Retirement Board's 
control. 

SF CGJNotes 

The actuarial cost reports for retroactive benefit increase propositions were not mentioned in the Voter 
Information Pamphlets. 
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Recommendation R1.2 

That by the end of 2018, the Retirement Board produce an annual report for the public showing each 
component of the debt owed by the City to the Retirement System, including the full history of each 
component and descriptions of all calculations. 

Mayor's Office Response to Recommendation R1.2 
The recommendation has been .implemented. 

The Retirement System provides extensive reports detailing financial, actuarial and administrative matters 
on an annual basis. These.annual reports include audited financial statements and required supplementary 
information, an actuarial valuation, and a department annual report which consolidates the financial and 
actuarial information with detailed information on the administration of the Retirement System. The details 
of the breakout for each component of unfunded liability related to the City's retirement plan are 
contained in the annual actuarial valuation report. There is a description of the calculation method in the 
appendix of the report. The Retirement System maintains. five years of the SFERS annual actuarial 
valuation report on its website. Historical valuation reports beyond the five years available on the website 
are available l:iy request to the Retirement System. 

SF CGJNotes 

The 7 /1/16 SFERS Actuarial Valuation Report, page 26, "Section V - Contributions" table, shows the 
values for only a single year. It does not show the full arriortization schedule for each proposition. 

"There is a description of the calculation method in the appendix of the report." 
Appendix B - Actuarial Assumptions and Methods, pages 67-68, 3. Amortization Method contains high 
level descriptions such as "Any Charter change prior to 7/1/2014 has been amortized over 20 years from 
the date it was first recognized in the valuation." It does not describe the calculation method for these 
elements of the "Section V - Contributions" table: 
Outstanding Balance, Amortization Payment, Payment as % of Pay. 

Retirement Board Response to Recommendation Rl.2 
The recommendation has been .implemented. 

The Retirement System provides extensive reports detailing financial, actuarial and administrative matters, 
including a summary of their financial statements that are designed for a knowledgeable but non-expert 
audience, on an annual basis. These annual reports are available on the SFERS website and include audited 
financial statements and required supplementary information, an actuarial valuation, and a department 
annual report which consolidates the financial and actuarial information with detailed information on the 
administration of the Retirement System. The details of the breakout for each component of unfunded 
liability related to the City's retirement plan are contained in each annual actuarial valuation report. The 
Retirement System maintains at least five years of the SFERS annual actuarial valuation report on its 
website. Historical valuation reports beyond the years available on the website are available by request to 
the Retirement System. The Retirement System welcomes comments on specific ways to improve these 
various products to ensure their ability to be useful to a broad array of audiences interested in this complex 
topic. 

SF CGJNotes 
The 7 /1/16 SFERS Actuarial Valuation Report, page 26, "Section V - Contributions" table, shows the 
. values for only a single year. It does not show the full amortization schedule for each proposition. 
The calculations are not described: See above SF CGJ Notes on Appendix B. · 
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Finding F2 

1) That the City's Retirement System diligently protects the retirement-related interests of the City's 
employees and retirees; · 
2) that tl1e Retirement Board has a majority of members who are also members of tl1e Retirement System 
(they receive, or 'Will receive, pens.ions); 
3) that when it came to retroactive retirement benefit increase propositions between 1996 and 2008, the 
Mayor, Board of Supervisors, Retirement Board, and Controller did not fulfill tl1eir responsibility to watch 
out for the interests of the City and its residents; and 
4) that despite previous Retirement System-related propositions (2010 Proposition D and 2011 Proposition 
C) that reduced future pension liabilities, the Retirement System remains seriously underfunded, 
threatening tl1e fiscal status of the City. 

Mayor's Office Response to Finding F2 
Disagree with it, partially. 

We are in agreement that the City's Retirement System diligently protects the retirement interests of the 
City's employees and Retirees (item 1). We also agree about the composition of the retirement board (item 
2). 

However, we disagree with finding (3). Cost analyses prepared by the Controller and the Retirement 
System were based upon the best available information, and were in line with actuarial and economic 
assumptions in use at tl1e time. As noted in those analyses, benefit costs and Retirement Fund results are 
highly sensitive to a number of economic assumptions, several of which were not met in the years 
following the changes approved by voters. 

In addition, we disagree with finding 4). Future pension liabilities are a great concern for the city, and are 
carefully tracked and analyzed closely on an ongoing basis by the Mayor's Office, Controller's Office, 
Retirement System and the Board of Supervisors' Budget and Legislative analyst. Projected costs are 
forecast and incorporated into our 5-year financial planning process which is jointly developed by the 
Mayor's Budget Office, the Controller's Office and the Board of Supervisors' Budget and Legislative 
analyst.. 

We have also made significant strides in enacting policy to reduce our pension liability and continue to 
look for ways to reduce our long-term pension liabilities. The SFERS retirement system is 85% funded. 
While still not fully funded, it is important to consider that relative to comparable systems, San Francisco's 
SFERS is faring very well, and is among the top-performing and well-funded public pension plans in the 
United States. A recent report by the City Services Auditor found that the peer average for city employee 
pension plans as of FY 15 was 72% funded (compared with SFERS at 85%). For instance, CALPERS is 
currently funded. at 69% and Los Angeles is funded at 83%. As of FY 15, Seattle was funded at 66% and 
Portland at 46%. 

SF CGJNotes 

Information provided in the Voter Information Pamphlets for retroactive retirement benefit increase 
propositions was not enough for voters to make a well-informed decision. 

The City Services Auditor report mentioned is for Fiscal Year 2015, so it is not current. As stated in our 
report, tl1e current funding level is 77.6% as of 6/30/2016 (GASB 67 /68 Report for 6/30/16 
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Measurement Date). 

CALPERS recently changed their expected return on investments from 7.5% to 7.0% in steps over the last 
few years. If the Retirement System did the same, the funding level would be significantly lowered. 

Retirement Board Response to Finding F2 
Disagree with it, partially. 

SFERS is among the top performing and well-funded public pension plans in the United States and 
disagrees with the fmding that the "Retirement System remains seriously underfunded." The Retirement 
Board is confident that, over the long term, the assets in the SFERS Trust will be sufficient to pay the 
promised benefits to all beneficiru:ies. The Retirement Board recognizes that unfunded liabilities are not a 
"debt" that must be paid today. Rather, the Retirement Board annually adopts and administer a funding 
policy to assure that all promised benefits will be paid over the combined lifetimes of tl1e members and 
tl1eir beneficiaries. 

Each year, the Retirement Board receives an actuarial valuation - a detailed report on the long-term 
progress of the SFERS Trust toward reducing all pension liabilities. Existing funding policies are reviewed 
and adjusted, where appropriate, to ensure the long-term financial strength of the SFERS Trust. In 
accordance with the City Charter, Retirement Board policies, and industry best practices, any increase in 
tl1e unfunded liabilities associated with every voter-approved proposition is spread out over a 20-year 
period, which minimizes the impact to the City budget. Based on recent actuarial projections, the 
Retirement Board expects a continued reduction in liabilities associated with voter-approved benefit 
improvements over the long-term. 

The Retirement Board also strongly disagrees with the finding "that when it came to retroactive retirement 
benefit increase propositions between 1996 and 2008, the Mayor, Board of Supervisors, Retirement Board, 
and Controller did not fulfill their responsibility to watch out for the interests of the City and its residents." 
The Retirement Board does not approve plan benefits; its fiduciary duty is to manage the SFERS Trust and 
pay the mandated benefits approved by City voters. As fiduciaries to the SFERS Trust, the Retirement 
Board is legally bound, as set forth in the California State Constitution, and in the San Francisco Charter, 
to administer the SFERS Trust solely for the benefit of active and retired members of the Retirement · 
System; and their survivors and beneficiaries. Under the State Constitution, the Retirement Board is 
required to discharge its duties with respect to the SFERS Trust solely in the interest of, and for the 
exclusive purposes of providing benefits to SFERS participants and their beneficiaries, minimizing 
employer contributions thereto, and defraying reasonable expenses of administering the system. Under 
trust law, the Retirement Board's. duty to its participants and their beneficiaries takes precedence over any 
other duty, including any duty to the City or its residents. 

For each proposition related to changes in SFERS benefits that was presented to City voters during the 
period from 1996 to 2008, the Retirement Board's consulting actuary prepared and presented a cost-effect 
report to the Board of Supervisors as required under the City Charter. Each report was prepared in 
accordance with industry standards and practices, using the best available demographic information and 
economic information at the time, as well as the long-term demographic and economic assumptions 
adopted by the Retirement Board, to provide an expert's projection of the overall cost and increase in 
liability for each proposition upon which the Board of Supervisors and the City's voters can make their 
determination regarding each proposition. These reports accurately measured ·the cost/ effect impact of 
the propositions at the time they were prepared and presented to the Board of Supe1visors and tl1e City's 
voters. Certainly, these measurements may differ into the future due to changes in fund investment · 
performance (e.g. 2007-08 Global Financial Crisis), changes in economic and demographic assumptions 
(e.g., people livirig longer than previously expected), and changes in plan provisions which are beyond the 
Retirement Board's control The Retirement Board fulfilled its fiduciarv responsibility, as required by law, 
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for each of the Retirement System-related propositions presented to the City's voters between 1996 and 
2008. 

SF CGJNotes 

The unfunded liabilities may not be a "debt" that must be paid today, but the $435,750,000 interest 
payment must be paid today ($5.81 billion at 7.5%). 

The 6/30/16 GASB 67 /68 Report (page 31) shows the ''UAL Contribution" going to zero in 2083 (UAL 
= Unfunded Actuarial Liability). 

The actuarial reports for retroactive benefit increases were not presented to the voters. 

Controller's Office Response to Finding F2 
Disagree with it, partially. 

While the Controller's Office finds the Civil Grand Jury's statement regarding the health of the Retirement 
Fund to be overstated, we do share the general concern regarding the increase in the system's net pension 
liability in recent years and its implications for future City costs. \Y/e have presented discussion and analysis 
in the City's recent Comprehensive Annual Financial Reports (CAFR) and in the City's Five-Year Financial 
Plan on this topic. We believe that the health of the system needs to be closely monitored and that it is 
likely to create financial pressure for the City in the years ahead absent changes to benefits. The 
Controller's Office disagrees with the finding that our office, the Mayor, and the Board of Supervisors did 
not fulfill our responsibilities to watch out for the interest of the City and its residents regarding benefit 
changes on the ballot between 1996 and 2008. Cost analyses prepared by our office and the Retirement 
System were based upon the best available information, and were in line with actuarial and economic 
assumptions in use at the time. As noted in those analyses, benefit costs and Retirement Fund results are 
highly sensitive to a number of economic assumptions, several of which were not met in the years 
following the changes approved by voters. 

SF CGJNotes 

'We believe that the health of the system needs to be closely monitored and that it is likely to create 
financial pressure for the City in the years ahead absent changes to benefits." · 

This is a reason for creating a Retirement System Oversight Committee, or a similar body. 

The City does not have a standing body to address changes to the Retirement System. The CA Supreme 
Court has accepted two cases that will probably lead to the removal of the "California Rule". If this occurs, 
there will be SF propositions to change the Retirement System, and those changes might not be to the 
City's benefit. The City should get ahead of this situation by creating a permanent, knowledgeable group of 
the stakeholders and have them propose solutions to Retirement System issues. 

Recommendation R2.1 

That the Board of Supervisors establish a permanent Retirement System Oversight Committee to develop 
a comprehensive, long-term solution for the Retirement System that is fair to both employees and 
taxpayers, and present it to the voters in a proposition by 2018 .. All options for reducing pension liabilities 
must be considered, including a hybrid Defined Benefit / Defined Contribution plan. 

The details of the committee are listed at the end of this document due to its length. 
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Mayor's Office Response to Recommendation R2.1 
The recommendation will not be implemented because it is not warranted or reasonable. 

The City already has a Retirement Board which functions as oversight to the Retirement System, and the 
Mayor's Office has no authority to establish or empanel a new Board committee. Mayor Lee worked to 
pass major pension reform legislation in 2011 and the City's long-term pension obligations would be much 
worse if it was not for these measures. Lastly, the City closely monitors pension costs in our long range 
financial planning- through tl1e 5 year financial pianning process, deficit projections as well as through the 
2 year budget process, which are developed by the Mayor's Office in collaboration with the Controller's 
Office and the Board of Supervisors. We closely monitor the impact of our pension obligations on our 
long term deficit and will continue to seek to reduce projected deficits over time. 

SF CGJNotes 

We should not have directed Recommendation R2.1 to the Mayor's Office; we apologize for our error . 

. The Retirement Board governs and controls the Retirement System, but does not have an oversight 
function. 

The City does not have a standing body to address changes to the Retirement System. The CA Supreme 
Court has accepted two cases that will probably .lead to the removal of the "California Rule". If tllis occurs, 
there will be SF propositions to change the Retirement System, and those changes might not be to the 
City's benefit. The City should get ahead of this situation by creating a permanent, knowledgeable group of 
the stakeholders and have them propose solutions to Retirement System issues. 

Controller's Office Response to Recommendation R2.1 
The recommendation will not be implemented because it is not warranted or reasonable. 

This recommendation should be directed to the Mayor and Board of Supervisors, and not the Controller's 
Office. In our role as financial advisor, the Controller's Office will support whatever efforts policymakers 
put in place to study the health of the Retirement Fund and to consider changes to manage future financial 
costs for the City. We note, however, that the City has rigorous ongoing practices built in to its financial 
management to review changes in the funded status of the Retirement Fund and their implications for the 
City's finances. Further, the Controller's Office has supported five different efforts in the last eight years to 
model financial and actuarial projections and make changes to pension benefits to better manage future 
costs. Many of these efforts have resulted in proposals moved forward by the Mayor and Board of 
Supervisors and ultimately adopted by City voters. 

SF CGJNotes 

We should not have directed Recommendation R2.1 to the Controller's Office; we apologize for our error. 

Retirement Board Response to Recommendation R2.1 
The recommendation will not be implemented becaus~ it is not warranted or reasonable. 

This recommendation should be directed to the Board of Supervisors and not the Retirement Board. 

Note: These considerations already have and do occur. For example, in 2011, the Mayor, the Board of 
Supervisors, other City officials, employee groups, and members of the public worked to pass Proposition 
C. N9w, under Proposition C, employees pay more out of each and every paycheck into the SFERS Trust, 
wllich has reduced the City's contribution rate, as a percentage of payroll. This has reduced the City's 
pension liability over the long term. 
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On an annual basis, the City's leadership reviews pension costs, contribution rates, and their financial 
impacts in the City budget process and in 9ther settings. On a regular basis, SFERS provides the City with 
detailed information, funding and contribution projections and stress testing results from the Retirement 
Board's .actuarial consultant, and any other requested information related to the pension liabilities and 
employer contributions as part of the City's overall financial planning process. All changes in SFERS 
benefit provisions must be approved by the City's voters. The Retirement Board cannot approve changes 
in SFERS benefit provisions. · 

SF CGJNotes 

We should not have directed Recommendation R2.1 to the Retirement Board; we apologize for our error. 

The City does not have a standing body to address changes to the Retirement System. The CA Supreme 
Court has accepted two cases that will probably lead to the removal of the "California Rule". If this occurs, 
there will be SF propositions to change the Retirement System, and those changes might not be to the 
City's benefit. The City should get ahead of this situation by creating a permanent, knowledgeable group of 
the stakeholders and have them propose solutions to Retirement System issues. · 

Recommendation R2.2 

That by the end of 2018, the Mayor and Board of Supervisors submit a Charter amendment proposition to 
the voters to add three additional public members who are not Retirement System members to th.e 
Retirement Board. 

Mayor's Office Response to Recommendation R2.2 
The recommendation will not be implemented because it is not warranted or reasonable. 

This recommendation is intended to add individuals to the retirement system board who are not 
beneficiaries of the trust fund, and who will therefore presumably act as guardians of the public interest. 
However, trustees are always obligated to act only in the fiduciary interests of the beneficiaries. Therefore, 
this recommendation would not accomplish its intended goals, and for that reason will not be pursued. 
The City closely monitors pension costs in our long range financial planning- through the 5 year financial 
planning process, deficit projections as well as through the 2 year budget process, which are developed by 
the Mayor's Office in collaboration with the Controller's Office and the Board of Supervisors. We closely 
monitor the impact of our pension obligations on our long-term deficit and will continue to seek to reduce 
projected deficits over time. The Mayor will continue to consider any and all mechanisms within his 
purview to ensure fiscal sustainability. 

SF CGJNotes 

The current Retirement Board members fulfill their fiduciary responsibilities regardless of whether or not 
they are beneficiaries; three additional public members should be expected to do the same. 

The Retirement Board members' duties include "minimizing employer contributions thereto". 

The San Francisco Charter, Article XII: Employee Retirement and Health Service Systems, Sec. 12.100. 
Retirement Board, includes this statement: 
In accordance with Article XVI, Section 17, of the California Constitution, the Retirement Board shall have plenary 
authorify and fid11dary responsibilify for investment of monies and administration of the Retirement System. 

· An excerpt from the CA Constitution, Article XVI, Section 17: 
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(b) The members of the retirement board of apublic pension or retiretmnt !)'Stem shall discharge their duties with respect to the 
!)'Stem sole!J in the interest of, and for the exclusive pttrposes of providing benefits to, participants and their beneficiaries, 
minimizing employer contributi.ons thereto, and difrqying reasonable expenses of administering the !)'Stem. A 
retirement board's duty to its participants and their beneficiaries shall take precedence over af!)' other dttfy. 

Controller's Office Response to Recommendation R2.2 
The recommendation will not be implemented because it is not warranted or reasonable. 

This recommendation should be directed to the Mayor and Board of Supervisors, and not the Controller's 
Office. In our role as financial advisor, the Controller's Office will support whatever efforts policymakers 
request to review governance questions regarding the Retirement Board. We note, however, that 
Retirement Board members are fiduciaries that have a duty to the system's participants and not to "watch 
out for the interests of the City and its residents." This broader responsibility falls on the Mayor, Board of 
Supervisors and other policymakers. Under the City Charter ultimately the voters of San Francisco 
determine benefit levels, unlike the majority of governments where retirement benefits levels are not 
subject to a vote of the people. 

SF CGJNotes 

We should not have directed Recommendation R2.2 to the Controller's Office; we apologize for our error. 

Retirement Board Response to Recommendation R2.2 
The recommendation will not be implemented because it is not warranted or reasonable. 

This recommendation should be directed to the Mayor's Office and Board of Supervisors and not the 
Retirement Board. 

Note: SFERS does not believe this recommendation will lead to the desired outcome of having 
representatives on the Retirement Board "to watch out for the interests of the City and its residents." 

All members of the Retirement Board, regardless of who elected or appointed them to the Board, have a 
fiduciary duty to SFERS participants and their beneficiaries. In accordance with the California State 
Constitution, this duty takes precedence over any other duty or concern. Under the State Constitution, the 
Retirement Board is required to discharge its duties with respect to·the SFERS Trust solely in the interest 
of, and for the exclusive purposes of providing benefits to SFERS participants and their beneficiaries, 
minimizing employer contributions thereto, and defraying reasonable expenses of administering the 
system. Under trust law, the Retirement Board's duty to its participants and their beneficiaries takes 
precedence over any other duty, including any duty to the City or its residents. 

SF CGJNotes 

We should not have directed Recommendation R2.2 to the Retirement Board; we apologize for our error. 
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FindingF3 

That the Voter Information Pamphlets for retroactive retirement benefit increase propositions between 
1996 and 2008 did not provide voters with complete estimates of the propositions' costs, who would pay 
those costs, how those costs were financed, and what the interest rates were. 

Elections Commission Response to Finding F3 
Disagree with it, wholly. 

The Elections Commission disagrees wholly with the finding because the Commission lacks the knowledge 
to assess whether these specific VIPs did or did not provide voters with full and accurate information 
regarding these propositions. · 

SF CGJNotes 

We should not have directed Finding F3 and Recommendations R3.1 and R3.2 to the Elections 
Commission and the Department of Elections; we apologize for our error. · 

Department of Elections Response to Finding F3 
Disagree with it, wholly. 

The Department lacks sufficient knowledge to determine whether these VIPs included the information set 
forth in this finding. 

SF CGJNotes 

We should not have directed Finding F3 and Recommendations R3.1 and R3.2 to the Elections 
Commission and the Department of Elections; we apologize for our error. 

Controller's Office Response to Finding F3 
Disagree with it, partially. 

The Controller's Office cost analyses for measures in these years included estimates based upon actuarial 
and financial assumptions utilized by the Retirement System at the time. Our analyses noted the sensitivity 
of the cost analyses to these assumptions. By necessity, these cost analyses are brief written statements for 
the Voter Information Pamphlet, with detailed files maintained for stakeholders or members of the public 
interested in exploring further. We are open to specific comments on ways to improve our ballot cost 
an~yses, including those for future pension measures. We are open to the possibility of providing a section 
in the Voter Information Pamphlet with background on public pension structures and status, similar to our 
section regarding debt management and bond financing that is provided when bonds are on the ballot. 

SF CGJNotes 

The "detailed files maintained for stakeholders or members of the public interested in exploring further" 
are not mentioned in the Voter Information Pamphlets. The actuarial analysis report for the 2008 Prop B 
could not be found online. 

A "section in the Voter Information Pamphlet with background on public pension structures and status, 
similar to our section regarding debt management and bond financing that is provided when bonds are on 
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the ballot" would be helpful. 

Recommendation R3.1 

That the Elections Commission and the Department of Elections ensure that future Voter Information 
Pamphlets for Retirement System-related propositions provide voters with complete financial details. 

Elections Commission Response to Recommendation R3.1 
The recommendation will not be implemented because it is not warranted or reasonable. 

The Elections Commission will not implement this recommendation because the Commission lacks· the 
authority to do what is requested. 

SF CGJNotes 

We should not have directed Finding F3 and Recom.ri:J.endations. R3.1 and R3.2 to the Elections 
Commission and the Department of Elections; we apologize for our error. 

Department of Elections Response to Recommendation R3.1 
The recommendation will not be implemented because it is not warranted or reasonable. 

The Department lacks the authority to ensure that future VIPS· provide voters with complete financial 
details regarding Retirement System-related propositions. The Department of Elections does not 
determine the content of the Voter Information Pamphlet; that determination is made by ordinance, and 
those ordinances are included in the Municipal Elections Code. The Department's role is simply to format 
information and transmit it to the printer. If the City adopts an ordinance requiring the Department of 
Elections to include additional information regarding costs associated with retirement benefits in the Voter 
Information Pamphlet, the Department will do so. 

SF CGJNotes 

We should not have directed Finding F3 and Recommendations R3.1 and R3.2 to the Elections 
Commission and the Department of Elections; we apologize for our error. 

Recommendation R3.2 

That by the end of 2018, the Controller's Office provide SF residents, employees, and retirees with a. 
description of the City's Retirement System that enables them to make informed_ decisions about it. 

Elections Commission Response to. Recommendation R3.2 
The recommendation will not be implemented because it is not warranted or reasonable: 

The Elections Commission will not implement this recommendation because the Commission lacks the 
authority to do what is requested. 

SF CGJNotes 

We should not have directed Finding F3 and Recommendations R3.1 and R3.2 to the Elections 
Commission and the Department of Elections; we apologize for our error. 
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Department of Elections Response to Recommendation R3.2 
The recommendation will not be implemented because it is not warranted or reasonable. 

The Department lacks the authority to require that the Controller's Office provide SF residents, 
employees, and retirees with a description of the City's Retirement System that enables them to make 
informed decisions about it. If an ordinance is adopted that requires additional content to be included in 
the Voter Information Pamphlet, the Department will comply with the ordinance. 

SF CGJNotes 

We should not have directed Finding F3 and Recommendations R3.1 and R3.2 to the Elections 
Commission and the Department of Elections; we apologize for our error. 

Controller's Office Response to Recommendation R3.2 
The recommendation has been implemented. 

The Retirement System, the Controller's Office, and others already produce a wide array of public reports 
for various audiences on the financial health of the Retirement Fund and its implications for both 
beneficiaries and the City government. We have augmented this reporting in recent years with additional 
detailed analysis and discussion in the City's Five Year Financial Plan. We welcome specific suggestions to 
improve these products, but do not believe that an additional annual report will improve public knowledge 
of this topic. As discussed elsewhere, we are open to specific means of improving our ballot measure 
analysis, including the possibility of providing additional background information in the voter information 
pamphlet when pension measures are placed before the voters, similar to our discussion of debt financing 
when bond authorizations are on the ballot. 

SF CGJNotes 

A "section in the Voter Information Pamphlet with background on public pension structures and status, 
similar to our section regarding debt management and bond financing that is provided when bonds are on 
the ballot'' would be helpful. 
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FindingF4 

The Controller and the Retirement System provide extensive reports about the Retirement System, but 
they are too complex for the average citizen, employee, or retiree to understand. TI1e data in the 
Retirement System reports is not available to the Retirement System or the public in a dataset, making 
research and analysis more difficult. 

Retirement Board Response to Finding F4 
Disagree with it, wholly. 

The Retirement System provides extensive reports detailing financial, actuarial and administrative matters, 
available on the SFERS website, on an annual basis. These annual reports include audited financial 
statements and required s1,1pplementary information, an actuarial valuation, and a department annual report 
which corisolid.ates the financial and actuarial information with detailed information on the administration 
of the Retirement System. 

The Retirement System can neither agree nor disagree that these reports are too complex for the average 
citizen, employee, or retiree to understand; however, Retirement System staff is always exploring ways to 
simplify the presentation of sometimes complex topics and information and is prepared to assist members 
of the public and City employees and retirees with any questions they might have related to the financial, 
actuarial and administrative information provided in our reports. The Retirement System welcomes 
comments on specific ways to improve these various reports to ensure their ability to be useful to a broad 
array of audiences interested in these complex topics. The Retirement System disagrees with the finding 
that the data in the Retirement System reports is not available in a dataset. The Retirement System has 
ready access to all the data used in preparing these reports. 

SF CGJNotes 

The Finding refers to "data in the Retirement System reports", not "data used in preparing these reports." 

Most of the Retirement System's reports are understandable for 'a knowledgeable but non-expert. 
audience', but there are important sections that would be a challenge for even an expert audience. 
Some examples: 

SFERS Annual Report: the "Actuarial Analysis of Financial Experience", "Schedule of Funding Progress", 
and "Actuarial Solvency Test" tables have no description of the tables, the data they contain, or why the 
data ends with the previous Fiscal Year. 

SFERS Actuarial Valuation Report: Section VI -Actuarial Section of the CAFR, "Table VI-1 Analysis of 
Financial Experience", "Table VI-2 Solvency Test", and "Table VI-3 Schedule of Funding Progress" have 
minimal descriptions of the tables' purpose or the data they contain. 

GASB 67 / 68 Report: Section VI - GASB 68 Collective Information, "Table VI-1 Schedule of Collective 
Deferred Inflows and Outflows of Resources", "Table VI-2 Calculation of Collective Pension Expense" 
do not describe the sources of the data, and why much of the data is different than what is in the SFERS 
Actuarial Valuation Report. 

The items below .could be done by the Retirement System and/ or the Controller's Office. 

1. Create a Sankey Diagram for the Retirement System. Here's a link to a CalMatters' Sankey Diagram of 
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the CA Budget: https:/ / calmatters.org/ articles/ california-state-budget-best-visualization-tool/ 

2. Create an interactive online diagram that shows an employee's retirement fund life-cycle, from hire date 
through, and sometimes after, death. 

3. Publish complete amortization schedules for each of the current proposition-based debts. 

Controller's Office Response to Finding F4 
Disagree with it, partially. 

The Retirement System produces various reports detailing financial, actuarial, and operational issues, 
including a summary of their financial statements that are designed for a lmowledgeable but non-expert 
audience. The Controller's Office, in the City's Five-Year Financial Plan, reports on the expected future 
retirement costs to the City, and includes discussion of the health of the Retirement Fund in the City's 
Comprehensive Annual Financial Report (CAFR). The Controller's Office has made regular public 
presentations at hearings held by the Board of Supervisors on the health of the Retirement System and its 
implications for the financial health of the City. We welcome comments on specific ways to improve these 
various products to ensure their ability to be useful to a broad array of audiences interested in this complex 
topic. 

SF CGJNotes 

See the SF CGJ Notes above for specific report sections that would be a challenge for even an expert 
audience, and some suggestions for improvements. 

Recommendation R4.1 

That by the end of 2018, the Retirement System develop and maintain a dataset based on the data in its 
actuarial and financial reports of the last 20 years, and make that dataset available to the public. 

Retirement Board Response to Recommendation R4.1 
The recommendation will not be implemented because it is not warranted or reasonable. 

The Retirement System produces various reports detailing financial, actuarial, and op'erational issues, 
including a summary of their financial statements that are designed for a lmowledgeable but non-expert 
audience. The Retirement System provides extensive reports detailing financial, actuarial and 
administrative matters, available on the SFERS website, on an annual basis. These annual reports include 
audited financial statements and required supplementary information, an actuarial valuation, and a 
department annual report which consolidates the financial and actuarial information with detailed 
information on the administration of the Retirement System. The data used to produce these reports is 
available to the public to the extent it is not protected from disclosure by law. 

The Retirement System welcomes comments on specific ways to improve the public availability of data 
used in preparing the various reports to ensure their ability to be useful to a broad array of audiences 
interested in these complex topics. 

SF CGJNotes 

The Retirement System data is not available on SF OpenBook Q1ttp://openbook.sfgov.org/) or DataSF 
Q1ttps://data.sfgov.org), and a search of the Retirement System website found no data. 
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Controller's Office Response to Recommendation R4.1 
The recommendation will not be implemented because it is not warranted or reasonable. 

This recommendation should be directed to the Retirement System and not the Controller's Office. 

SF CGJNotes 

We should not have directed Recommendation R4.1 to the Controller's Office; we-apologize for our error. 

Recommendation R4.2 

That by the end of 2018, the Controller's Office develop and produce an annual Retirement System Report 
that clearly explains the current and projected status of the Retirement System and its effect on the City's 
budget. 

Retirement Board Response to Recommendation R4.2 
The recommendation will not be implemented because it is not warranted or reasonable. 

This recommendation should be directed to the Controller's Office and not the Retirement Board. 

SF CGJNotes 

We should not have directed Recommendation R4.2 to the Retirement Board; we apologize for our error. 

Controller's ·office Response to R_ecommendation R4.2 
The recommendation requires further analysis ( explanation of the scope of that analysis and a timeframe 
for discussion, nor more than six months from the release of the report noted in next column) 

The City's Five-Year Financial Plan includes clear discussion regarding the high-level financial status of the 
Retirement Fund and its implications for future City costs, including analysis of the effects of a downturn 
in investment returns that may occur in a recession. The City's Comprehensive Annual Financial Report 
also includes discussion of the health and funded status of the Retirement Fund. The Retirement System 
produces various reports detailing financial, actuarial, and operational issues, including a summary of their 
financial statements that are designed for a knowledgeable but non-expert audience. We welcome 
comments on specific ways to improve these products to ensure that they are useful to a broad array of. 
audiences interested in this complex topic. 

SF CGJNotes 

The items below could be done by the Retirement System and/ or the Controller's Office. 

1. Create a Sankey Diagram for the Retirement System. Here's a link to a CalMatters' Sankey Diagram of 
the CA Budget: https:/ / calrnatters.org/ articles/ california-state-budget-best-visualization-tool/ 

2. Create an interactive online diagram that shows an employee's retirement fund life-cycle, from hire date 
through, and sometimes after, ·death. 

3. Publish complete amortization schedules for each of the current proposition-based debts. 
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Complete text of Recommendation R2.1 

That the Board of Supervisors establish a permanent Retirement System Oversight Committee to develop a 
comprehensive, long-term solution for the Retirement System that is fair to both employees and taxpayers, 
and present it to the voters in a proposition by 2018. All options for reducing pension liabilities must be 
considered, including a hybrid Defined Benefit / Defined Contribution plan. The details of the committee 
are: 

1. Name; Retirement System Oversight Committee 

2. Purpose 

a. Develop a comprehensive, long-term solution for the Retirement System's unfunded 
liabilities that is fair to both employees, retirees, and taxpayers, and present it to voters in a 
proposition by the end of 2018. All options should be on the table, including a Hybrid 
Defined Benefit / Defined Contril;:mtion plan. 

b. Inform and educate the public concerning the finances of the Retirement System. 

c. As needed, develop ·solutions to future problems the Retirement System encounters and, if 
necessary, present them to voters in a proposition. All options should be on the table, 
including a Hybrid Defined Benefit / Defined Contribution plan. 

d. The Committee shall provide oversight to ensure that: (1) actions taken by the Retirement 
System are in the best interest of the residents of San Francisco; (2) all propositions that 
modify the Retirement System are adequately described to voters in the Voter Information 
Pamphlet. 

e. In furtherance of its purpose, the committ~e may engage in any of the following activities: 

i. Inquire into the actions of the Retirement System by reviewing reports, analyses, 
financial statements, acttiarial reports, or other materials related to the Retirement 
System. 

ii. Holding public meetings to review the effect on San Francisco residents of actions 
taken by the Retirement System. 

3. Public Meetings 

a. The Board of Supervisors shall provide the committee with any necessary technical 
assistance and shall provide administrative assistance in furtherance of its purpose and 
sufficient resources to publicize the conclusions of the committee. 

b. All committee proceedings shall be subject to the California Public Records Act (Section 
6254, et seq., of the Government Code of the State of California) and the City's Sunshine 
Ordinance (Chapter 67 of this Code). The committee shall issue regular reports on the 
results of its activities. A report shall be issued at least once a year. Minutes of the 
proceedings of the committee and all documents received and reports issued shall be a 
matter of public record and be made available on the Board's website. 

4. Membership 

a. Two-thirds of the members will be Public members and one-third will be Representative 
members. 
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b. Public members. 

i. Public members must be voters. 

ii. Public members cannot be members of the Retirement System. 

iii. Each Supervisor will appoint a single Public member. 

iv. The Mayor will appoint all other Public members. 

v. Public members can only be removed for cause. 

vi. Public members shall be experienced in life insurance, actuarial science, employee 
pen'sion planning, investment portfolio management, labor negotiations, accounting, 
mathematics, statistics, economics, or finance. 

vii. Public members will receive no compensation. 

viii. Four-year term, staggered so that one-fourth of the Public members' terms expire 
each year. 

ix. No more than two consecutive terms. 

c. Representative members 

i. Mayor's Office representative. 

ii. Board of Supervisors' representative. 

iii. Controller's Office representative. 

iv. Human Resources Department representative. 

v. Safety Unions' representative. 

vi. Miscellaneous Unions' representative. 

5. Committee Costs 

a. The Board of Supervisors will decide how best to fund the Committee. 
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Carroll, John (BOS) 

·om: 
..1ent: 
To: 
Cc: 

Subject: 

Categories: 

Supervisors: 

Carroll, John (BOS) 
Thursday, September 14, 2017 1 :57 PM 
BOS-Supervisors . 
BOS-Legislative Aides; 'Calvillo, Angela (angela.calvillo@sfgov.org)'; 'civilgrandjury@sftc.org'; 
'T Jackson@sftc.org'; 'klowry@sfcgj.org'; 'kittywitty@comcast.net'; Elliott, Jason; Howard, Kate 
(MYR); Whitehouse, Melissa (MYR); Valdez, Marie (MYR); Rosenfield, Ben (CON); Steeves, 
Asja (CON); Stevenson, Peg (CON); Arntz, John (REG); Huish, Jay (RET); Nickens, Norm 
(RET); Jerdonek, Chris (REG); Givner, Jon; Somera, Alisa (BOS); Campbell, Severin (BUD); 
Clark, Ashley (BUD) 
2016-2017 Civil Grand Jury Report - Hearing - Civil Grand Jury Report - The San Francisco 
Retirement System - Increasing Understanding and Adding Voter Oversight - Required 
Department Response 

170662, 170663 

The Office of the Clerk of the Board has received required responses to the 2016-2017 Civil Grand Jury report entitled 
"The San Francisco Retirement System - Increasing Understanding and Adding Voter Oversight," from the Retirement 
Board. Please find the following direct link to the response, and a link to an informational memo from the Clerk of the 
Board of Supervisors. 

Retirement Board Response - September 13, 2017 

Clerk of the Board Memo - September 14, 2017 

I invite you to review the entire matter on our Legislative Research Center by following the link below: 

Board of Supervisors File No. 170662 

Thank you, 

John Carroll 

Assistant Clerk 
Board of Supervisors 
San Francisco City Hall, Room 244 
San Francisco, CA 94102 
{415)554-4445 - Direct I (415)554-5163 - Fax 
john.carroll@sfgov.org I bos.legislation@sfgov.org 

@:) . 
ll!rl::;, Click here to complete 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. 

Disclosures: Personal information that is provided in communications to the Boord of Supervisors is subject to disclosure under the California Public Records Act and 
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying 
information when they communicate with the Boord of Supervisors and its committees. All written or oral communications that members of the public submit to the 
Clerk's Office regarding pending legislation or hearings will be mode available 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 o 

·ember of the public elects to submit to the Board and its committees-may appear on the Boord of Supervisors website or in other public documents thot members 
the public may inspect or copy. 
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BOARD of SUPERVISORS 

City Hall 
l Dr. Carlton B. Good{~tt Plac.~,Room 244 

San Francisco 94102-4689 
Tel. No. 554-5184 
Fax No. 554-5163 

TDD/fTY No. 554-5227 

DATE: September 14, 2017 

TO: Mein.bets of the Board of Supervisors 

FROM: ~geiaCalvillo, ClerkoftheBoard 

SUBJECT: 2016-2017 Civil Grand Jury Report "The San Francisco Retiremei1t System, 
.. Increasing Understanding and Adding Voter Oversight'' · 

We are in receipt of the following required response to the San Francisco Civil Grand Jury report 
released June 16, 2017, entitled: HThe San Franc~sco Retirement System, Increasing 
Understanding and Adding Voter Oversight.'; Pursuant to Califotnia: Penal Code, Sections 933 
and 933.05, the City Departments shall respond to the r~port within 60 days of receipt, or no later 
than August 15, 2017. 

For each finding the Department response $hall: 
I) agree with the finding; or 
2) disagree w~th it, wholly or partially, and explain why. 

As to each recommendation the Department shall report that: 
I) the recommendation has been implemented, with a suinmaty explanation; or 

· 2) the recomtnendation has not been implemented but wili be ,vithin a set timeframe .as 
providecl; or 

3) the recommendation requires further analysis. The officer or agency head must define 
what additional study is needed. The Grand Jury expects a progressreport within six 
months; or · 

4) the recommendation will not be implemented because it is not warranted or 
reasonable; with an explanation. 

The Civil Grand Jury Report identified the following City Department to submit a response 
( attached}: 

• Retirement Board: 
Received September 13; 2017, for Findirtgs Fl, F2, and F4; and Recommendations 
RI; l, RI .2~ R2.1, R2.2, R4. l and R4.2. 

This l'esponse is provided for your information; as received, and may not confonn to the 
parameters stated in California Penal Code) Section 933.05 et seq. 
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The San Francisco Retirement S: n, Increasing Understanding and Adding Votf versight 
Office of the Clerk of the Board 6u-Day Receipt 
September 14, 2017 
Page2 

On August 18, 2017, the Office of the Clerk of the Board distributed the following responses 
frorri City Departments: 

• Office of the Controller: 
Received August 11, 2017, for Findings F2, F3, and F4; and Recommendations R2.1, 
R2.2, R3.1, R3.2, R4.1, and R4.2; and 

• The Mayor's Office submitted a consolidated response for the following departments: 
a. Office of the Mayor; 
b. Elections Department; and 
c. Elections Commission 
Received August 15, 2017, for Findings Fl, F2, and F3; and Recommendations Rl.1, 
Rl.2, R2.1, R2.2, R3. l, and R3.2. 

The Government Audit and Oversight Committee will consider the subject report, along with the 
responses, at an upcoming hearing and will prepare the Board's official response by Resolution 
for the full Board's consideration. 

C: 

Honorable Teri L. Jackson, Presiding Judge 
Kathie Lowry, 2016-2017 San Francisco Civil Grand Jury 
Kitsaun King, 2016-2017 San Francisco Civil Grand Jury 
Jason Elliot, Mayor's Office 
Kate Howard; Mayor's Office 
Melissa Whitehouse, Mayor's Office 
Marie Valdez, Mayor's Office 
Ben Rosenfield, Controller, Office of the Controller 
Asja Steeves, Office of the Controller 
Peg Stevenson, Office of the Controller 
John Arntz, Director, Department of Elections 
Jay Huish, Executive Director, Employee's Retirement System 
Norm Nickens, Retirement Board 
Chris Jerdonek, Elections Commission 
Jon Givner, Deputy City Attorney 
Alisa Somera, Legislative Deputy Director 
Severin Campbell, Budget and Legislative Analyst 
Ashley Clark, Budget and Legislative Analyst 
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City and County of San Francisco 
Employees' Retirement System 

Septernberi3,2017 

The Honorable Teri L. Jackson 
Presiding Judge, Superior Court of California, County ofSan Francisco 
400 McAllister Street, Room 008 
San Francisco, CA 94102 

D~ar Judge Jackson: 

Pursuant ~o Penal C::ode sections 933 and 933~os, the following is in reply to the 2016-17 Civil Grand Jury 
report, The San Francisco Retirement System -Jncre(Jsing Under.standing and Adding Voter Oversight. We 
would like to thank the Civil Grand Jury for their attention to this subject. The members of the Retirement 
Board recognize that, in performing their fiduciary duties to prudently oversee the investment and 
administration of the SFERS Trust, their actions impact both plan beneficiaries and the City. 

The Retirement Board appreciates the Civil Grand Jury's reccignition of its diligent work to protect the interests 
of the beneficiaries of the SFERS Trust. As a result of this work, SFtRS is among the top-performing and well
funded public pension plans in the nation. The Retirement Board Is confident that, over the long term, the 

· . assets in the SFERS Trust will be sufficient to pay the promised benefits to all beneficiaries. The City and its 
voters have also taken important steps to address the increase in unfunded liability. The pension reform 
legislation approved by City voters in 2011 (Prop. C) will significantly reduce the City's long-term pension 
obligations and reduce the projected unfunded liabilities over time. 

The Retirement Board works continuously to improve the quality and clarity of its reporting. The reports 
related to the projected cost of benefit improvements referenced in the Civil Grand Jury's report accurately 
measure the cost/effect impact of the proposed benefit changes at the time they were prepared and 
presented to the Board of Supervisors and the City voters. 

The Civil Grand Jury's report provided important feedback to help us understand how our reporting is 
received. Retirement System staff is always exploring ways to simplify the presentation of sometimes complex 
topics and information and is prepared to assist members of the public and City employees and retirees with 
any questions they might have related to the financlal, actuarial and administrative information provided hi 
our reports. The Retirement System welcomes comments on specific ways to improve these various reports to 
ensure their ability to be useful to a broad array of audiences interested in these·complex topics. 

Detailed responses bythe Retirement Board to the Civil Grand Jury's findings and recommendations are atta.ched. 

RespectfuHy submitteo., 

.'-~k>. 
J~h, Executive Director, on behalf of the 
SFERS Retirement Board 

cc: Ari~ela Calvillo, Clerk of the Board, City and County of San Francisco 

(415} 487w702{) 1145 Market Street, Fifth Floor 

2800 
San Francisco, CA 94103 
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The SF Retirement System• lncre;islng Understanding At. . oter Oversight: RESPONSE5TO CGJ FlNOlNGS 

Respondent assigned 
findings byCGJ 2017 Responses (Agree/Olsagfee} 2017 Response Text 

That there are multiple causes for the City's Retirement Board disagree with it, wholly (explanation The Retirement Board is confident that; over the long term, the assets In the 
$5.81 billion debtto Its Retirement System, In ne,ctcolumn) - SFERS Trust will be sufficient to pay the promised benefits to all beneflciaties. 
lndudlng lnvestrneni:. losses ($1.4 billion}, a We emphasize the long term view because none of the figures cited as "debt" 
court rulfng on Supplemental Cost of Uvlng are due now. Rather, the Items being called a #debt" are funding gaps (l,e., 
Adjustments {COlAs) in the 2011 Proposition c unfunded liablllties) which are designed to be paid off over the life of the 
($1.3 billion); and changes In demoeraphh: SFERS Trust. Additionally, under Proposition C, City employees now pay more 
assumptions ($1.l'bllllon). However, the out of each and every paycheck lnto 1he SFERS Trust, which has reduced the 
principal underlylng cause Is the estimated City's cost. 
$3.5 billion in retroactive retirement benefit Despite lnvimment shortfalls from two recent major recesslons, lnclud!ng the 
Increases Implemented by voter-approved Tech Bubble and the Global 1:lna11c!al Crisis, SFERS ls dosing the gap and 
propositions between 1996 and 2008. ranked Jn the first quartile of all U.S. public fund peers. SFERS investment 

performance varies from year'to-year doe to financial ll)arkets; however, 
SFERS invests for the longterm, evidenced py ltstop quartile performance, 
over the 3 year, 5 year,_ and :I.Oye;Jrtlme periods. SFERS investment gains 
have contributed a significant amourit toward reducing the unfunded 
llabllltles. 
In accordance with the aty Charter and Retlrement Board po!Jcies, the cost or 
Increase in llabllltles associated with every voter-approved proposition Is 
amortiz\!d over up to a 20-year period. The remaining cost of the benefit and 
COLA increases approved by City voters between 1996 and 2008 was $1.038 
billion, as of June 30, 2016. By 202.8, this llabllity will be p;ild in full. The 
present value of the Increase In the unfunded liablllty resulting from the court 
ruling on the Supplemental COIA retroactive payments of 2013 and 2014 was 
calculated to be $429.3 miUloo, as of July 2016. 
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2016-l.7 Civil Gr.irtd Jury 
The SF Retirement system- lncreaslng·Understmdihg Adding Voter Oversight: RESPONSES TO CGJ FiNOII\JGS 

Respondent assigned 
Findings byCGJ 2017. Responses (Agrec/Olsagree) 2017 Response Tel<t 

1) That the City's RetirementSystem diligent!\• Retirement ?oard disagrcl! with It, partially (explanatlon SFERS is among the top performing and well-funded public pensions plans in 
protects the retirement-related interests of the United States and disagrees wllh the finding that the "Retirement System 
the City's employees and retirees; 2) that the remains seriously underfunded." The Retirement Board Is contldent that, over 
Retirement Board has a majority of members - the longterm, the assets in the SFEP.S Trust wlll be su!ficientto pay the 
who are also members of the Retirement promised bel'll!flts to all beneficiaries. TI1e Retirement Board recoenlzes that 
System (they receive, or will receive, unfunded llabilities are not a "debt" that must be paid today. Rather, the 
penslons); 3) thatwhen it came to retroactive Retirement Board annually adopts and administers a funding policy to assure 
retirement benefit Increase proposltlons that all promised benefits will be paid ovedhe combined lifetimes of the 
between 1996 and 2008, the Mayor, Board of members and their benefldarles. 
Super'lisors, Retirement Board, and Controller Each year, the Retirement Board receiv~ an ilCtuarial valuation • a detailed 
did not fulfill their responslblllty to watch out report on the long-term progress of the SFERS Trust toward reducine all 
for the interests of the City and.Its residents; pension liabilities. Existing funding polldes are reviewed and adjusted, where 
and 4) that despite previous Retirement appropriate, to ensure the lone-term llnanclal strength of the SFERS Trust. In 
System-related propositions (2010 Proposition accordance wlth the City Charter, Retirement Board policies, and Industry best 
D and 2011 Propositloo CJ that r.iduced future practices, any hmease in the unfunded Uabllltles associated with every voter-
pension llabllltles, the Retirement System approved proposition ls spread out. over a 20-year period, which minimizes 
remains seriously underfunded, threatening the impact to the City budget Based on rctent actuarial projections, the 
the fiscal status cif the Oty. Rellremr:nt Board expects a continued reduction In liabllltles associated with 

voter-approved benefit Improvements over the long-term. 
The Retirement Board also strongly disagrees with the llnding "that when it 
came to retroactive retirement benefit lni:reases between 1996 and 2008, the 
Mayor, Board of supervisors, Retirement Board, and Controller did not fulfill 
their responsibility to watch out for the interest of the City and its residents." 
Thi! Retirement Board does not approve plan benefits; its fiduciary duty is to 
manage tlie SFERS Trust and pay the mandated benefits approv~d by City 
voters. As fiduciaries to the SFERS Trust, the Retirement Board Is legally 
bound, as set forth In the California State Constitution, and In tf1e San 
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. J:.,ry 2016•17 Civ' 
The.SF Retirement System- Increasing Understanding;, voter Oversight: RESPONSES TO CGJ f!IWINGS 

Respondentasslgned 
Andlngs byCGJ 2017 Responses (Agree/Disagree} 2017 Response Text 

The Controller and the Retirement System Retirement Board disagree wiU1 it, wholly (explanation ln The Retirement System provides extensive reports detailing fimmcial, actuarial 
provide extensive reports aboutthe and administrative matters, available on the SFERS website,on an annual 
Retirement System, but.they are too complex basis. These annual reports include audited financial statements and required 
for the averaee citizen, employee, or retiree to supplementary Information. an actuarlal vaiuation, and a department annual 
understand. The data In the Retirement report whfth consoHdates the financial and actuar.ial information with detalled 
System reports ls not available to the Information on the adri1ln1stratlon of the Retirement System. 
Retirement System or the public In a dataset, The Retirement System can neither agree nor disagree ~hat these reports are 
making research ~nd analysis more difficµlt. too complex for the avera&e citizen, employeci, or retiree to understand; 

however,. Retirement System staff ls always exploring ways to simplify the 
presentation of sometimes complex topics and information and Is prepared to 
assist members of.the public and City employees and retirees with any 
questions they nilghtlmve related to the financial, actuarial and 
admlnlstratlve information provided In our reports. The Retirement System 
welcomes comments on spedfic ways to Improve these various report$ to 
ensure their ability to be useful to ;; broad ;'!tray of audiences interested in 
these complelltopics. TI1e. Retirement System disagrees wlth the finding that 
the.data In the Retirement System reports ls not available In a dataset. The 
Retirement System has ready ac~ess to all the data used lo preparing these 
report;. 



201&17ClliilGrnndJury 
The SF R•tlramcnt Systi,m-lncrea,lng Unde;standlnc AddlnBVoter.O\lei;Jghe~ RESPONSES TO CG.I RECOMMENDATION$ 

Respondent 
CGIYear RapartTIUt M R1comm1ndatlons asslnned bv CGJ 2017 llesnansH llmplementatlonl 2017 Response r .. t 
2016-17 The SF Retirement Rl.1 Thal tho M•yor and Board of Supervl:ors fullydlscloso the financial details of •nv Retlrement Th• r«ommendalion hH been Implemented (sumourv of how ihe Retirement Bosrd will contlnuo Its lone-standing pracllce fot any and •II ful\Jte 

System· lncrcMlng future retirement bono!il ini:rcuos or decrearu to th<, publi~ Board It was Implemented In nel<t column) Ctyordin!Ulces orOty Ch•rt•r am•ndments that impact retirement beneff~. ,he 
Underrnnding & Rctirament Board'• comultlnc actuary will prepere and pre•cnt a co:;t-effect 
Adding Voter repolt to the Board of Supervl$0rs, •• requlred under the City Charter. Each report 
OVertlght will be prepnn,d In accordance with lndust,y standard• and practices, using the 

bOJI avallablc demographic 1nrormatlon and tten<>mlc lnformntion at the tlmi,, OS· 

well as the long-term demographic and eeonomlcossumptlons adoi>t•d by the .. 
Rettlren,ent Board. Th• fl'PQrt Is Intended to .;.sslst tho Board of Supervisors ar:id'/ot 
the Citv's voters, by pro"'dlng an ""pelt'$ proj•ctlon or the overall cost and 
Increase ln Tiabllity for each propc,it!on. ih••• reports llccurately measure~ 
co,t/effect lmp•ctof the propo1ltion al the time they arc, pn,pared. Certainly, th~ 
cnst or cluln&e In llabllltV may differ, In the future, due to changesln fund· 
Investment performnnco.(e.g. 2007-!)8 Glo~I ftnonclal Crbis!, clumges in 
economic and <1emo;iraphle 11tsump1ions,a.rid changcs 1n plan prC11\slons whlch an, 
be}'Ondthe Rollremontlloartl'scontro!, 

20l&l7 Accelerating SF RL2 Thal by the end of 2018, the P.etlrernenteoord produt11on onnuol r•port Jar tho Retirement Tho recommend1tlon h•• been implemented (~umma,y of l)ow The Rethement System provldes extensive reports deraUlniflnancJaJ, act.uarJalatld 
Government P"blle showing each compoo•nt or tho d~bt owed by the Cltv tome Retln<ment Board ltWos lmple.mente.il ln next column) •dmlnl•trottvo m1ttcr•, Including• •umm•rv of the1r flnancial stntement> thati\l'<> 
Performan~. System, lneludfng th• full history cf.each component and domlptlon> ofaU designed fot a knowledgeable butnon,expertaudlence, on on annual ba;Js. 7heSl! 
Taking eolculnttons. annual reports are avaUablo on tho SFERS webslte and Include audited finan<:ial · 
Atcountabtnty and statements and required .suppfe:mentary tnfcrmatlon,un-nctuzniaf valuatton, and a 
Tmr,:sp,arency to dop,rtmonl annual report which consolldates lhe financial <>nd act\larl•I 
th• NextLvvel lnformotlon with detalled lrilormation on th<> ~dmlni,tratlon of the Retirement 

System, Th• detail> of th• bre•kout (or each component of unfun:lod llablllty 
related to tho City'• r~liroment pion are conlalned ln each annual actuortal 
valuation re;>ort. The RellrementSyslem maintains at least five years of th~ SFSIS 

t,..) annuol actlJarlal v,luatfon report on IU website. Hlstorical wluatlon report, 

(X) beyond tho years available on tho website a,e avallabl<>.bY request to the 

D Rctlrcrnent Sys1:em. lha Retirement Sys\l!m welcome• comments on,pcclflc ways· 

.J:=,, to impro,-a lhese v.irlous products ro<lnSUre thelr~iiilyto b~ usef\JI to a broad 
array of audience< lntere.red lntbls <emplextoplc, 

RnUrement Boltd Rl"Jponses: S1!pttmbtr12/l017 
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201&.170.vilG· 
The SF RetlremontSystem•lncreuingUndemondlngAddir.g Y< ,liht: RE5PONSEST0 CGJ RECOMMENDATIONS 

Respondent 
R~eommendatlons ossll!ned bv CGJ 1017 IIMoonsat ftmnlementatlonl 

That the Mayor and eoard of Sup@rvl:tnrs fully dl$'c!c,se the Un:mcial details of any Retirement The rccommendatlon ttas been Implemented (~ummary of how 
future retke~nt benefrt lnerei!lses or decreases to the public Board ltw .. lmplemented ln next column) 

Th•tby tho end of201S,.1ho RetlromentBoord prod11<:e an annual rcportfor the Retirement The recommtndatlon has beoen implemented (summary of h:>w 
public showjn" ea<h component ol the' debt owed by tho Clty to the Retirement Board lt was lmplc:montcd ln ne-xt column) 
Systom, Including tho full history of each (omponentand descrlptloll' of all 
ca1cu1atlons~ 

-

Rf.lllremeut Soard Respoos.n Stp1embtr 12~ :?017 

2D17 RtSl!!!ftlB 'Text 
The Retirement Roard will continue IU long ... naMlng p,aetle'l for any And all (utur~ 
City ordlnanees or City Charter amendments that lmpa:ct reli,ement benefits. The 
RctlrQmant Bonrd'.s cansultlog, actUary w.111 prepare and pre.sent a cart-effect 
report to the Bonrd ofSupcrvlsou, as required under tho Citvehart:er. Each report 
wlll be prepared In accordance with Industry sblndard, and.practice,, us!ng the 
best avollable domo~rophlc information nnd •conomlc 1n!ormatlon at lhe time, as 
well as the long-term demographic ond economlc ,io,umplloru odopted by the 
Retlremont Soard. The report ls Intended to assist the Board of Supi!r;iiors and/ot 
the City'• voters, by prQVldint: an uxpert'< p.roJec:tion of the overall cost and 
(netnse in If ability for cnch prcl)osltion. ihese reports accurately men:sure1hc 
cost/effoct Impact of the proposition at the time they nm prepared. Certainly, th<! 
co,tor chongc In Uablllty may differ, In th• future, due 10 chana•• In fund 
lnve,tment performance (e.g. 2007-08 Globol Anandal C1lsls), chances in 
economic and demographic assumption,, and ch•ngo, in plan provision, whlch arc 
be.vond the. Retirement Bo»rd•s toratrol. 

The l\cllrement System provides ,,.tensive re?')rtS. detalllng financial, aetuari•l <>nd 
;,dminlstrativct mt1tters, tncludtnc a summarv of .theJf"flrumclaJ statements th3t ilrc 
dosJgncd for.n lmowlodguhte b,n nan-experhudloncc, on an annual basis, These 
annual reportnre available on the SFERSwabs!lo and lnctud~ audited flnan,ial 
st.1emerits atid roqulrcd supplamentary lriformatfon, an actusriat valua.Uon, nnda 
departmcr,t annuol report which consolidate• the flnancl•I and actuarial 
information with dotoll<td Information j)n the admlnl,tra\lon of th~ Rotl,r<>mcnt 
System. The datallt of th~ breilfmu1 for eachcomponentoi mftnidod liiibllll\' 
related tothc'Otv'• retirement plan are contolnecfltieach annual oetuarlal 
valuation 1oporr. The R,;,tlrementSy•t~m miilnmlns o.t foait !No years of tlie SfERS 
annual actuarial valualfon repo\f on Its web~te •. Historical valuation reports 
bnyond the yoars avallnble on tho website oro avaUable by requestto tho 
Retl,.,ment sy,tom, The Roliroment System wt:k:omos comments on specmc w>,ys 
to improve. thesa \/ilrlous producls lo ensure their ability to bo useful 1o a broad 
•rr•v of.a.,dlences lnterMt~d ln thl~ complex tople. 



2016-17 CMI Grand Jury 
The SF Retfr~'l'entSystern-locreasln; Understanding Addlnf Voter oversll!llt IIESPONSESTO C(il RECOMMENDA1;1DNS 

Respondent 
CGJVear neaortntl• ff Recon,mendatlont ISSIRned bY CGJ 2017 llesoonse, llmolam•ntallanl 2017 ftespanM Tut 
2016-17 The SF "etlrement l!ZJ. lhot tho Board pf Supe,vlsoB estabns1t a permanent R•lirement Sy stern Ovl!rslrht Retirement· The r,rcommendlllcn wlll not be 1mplemented becaus_e It Ir not Thl• recommendation should be directed to the Bo,td of Supctvlsors ond not the 

S\1$\em- lilcreu1n.e: Committee to dewlap• comprehensive, long-term •olulion for tho Rotlromont !loan!- waminl'.ed er rcuonable (f/xp[amtlo!f-111 nexh:atumn) Retlr<unent Bi>atd. 
tlndcrmndl~.& System th•t Is I ale to b<>th omployus and taxpayer>, and present It to the voterr tn 
AddingVotet • propQSltlon by 2018. All optlons for reducing pension illbir.tl., must be Nola: These conslderotlons already have and do occur. For example, In 2011, the 
011<!,sight consldered, lndudlnga hybrid DeOnod Benefit/ Dofinod Contribution pl•n. The Mayor, the Poerd of Supervisors, otherC:lty offl<lals, employee groups, and 

detalls of the committee are, l. Name: Retirement Sy1tem Oversight Commltteo 2. momboi, ol tho publlc worked to pa .. Proposition C. Now, under Pn'lpo<ltlon C, 
Purpose a. Develop• comprehensive, long-term ,olutlon for the Retirement employees pay more oul of o_ach and every paycheck Jnto the .SfERS Trus~ which 
System'$ ut1funded llablllties that is fair to both employees, retirees, and t1Kp1yen, ha> reduced th• City's contribution rote,••• pcrcont»ge ofJ:>3\'.toll This hos 
and pru•nt it to voter> In a proposi6on by the end or 2018. All option> should be reduced lh• City's ponslon UablUty ov,,r the long term. 
011 the table, lncludlng • Hybrid Defined Benefit/ D•flnedC:ontrlbutlon plan. b. On an annual basis, tho City's leader,hlp reviews pension costs, contribution rate<, 
Inform and educate tho public ccncemlncthe Onances of1he RetlmmentSystem. c. and th<,lr flnanclal impacts In lh• City budget proeess and In other settin;s. On• 
As needed, develop scltJtlons to future probJemsthe.RetlrementS~m re1ular b•sls, SfERS provides th• City with detalled. lnformatlon, funding and 
encounlors and, If n1ce,sa1Y, pnucnt them ta voto~ ln • proposition. All optlons contribution pro]aetlons and ,tress testing results from the Retirement Board's 
should be en tho table, Including a Hybrid Oeflned Bt1naf11 / Defined Contribution actuarlal ccnsultnnt:. and •nv other requc>ted lnfonnatl,,n r.tatod 10 the penslon 
plan, d. Th, Committee ,hall provldo oversight to ensure th•I: (1) acttons lilken by llabllllles and employer contributions•• patt of the Clty'scveroll financlol plannlnc 
th!! R<1tlrcmontSystom ... r1n the best intere>t ofthe re,ldenlt of San Francisco; {2) process. All changes In SFERS benefit provisloru must be approved by the City's 
all ptopcsiUons that modify the Retirement System are adequately descrlb1d to 1rctets, The Retirement Beard cannot approve thangei In SFERS b•n•fit provisions. 
voters In the Voh!r lnfarmatlan Pamphlet. e. In furthenaru:e of Its purpo,:e, th• 
committee may engage In any of the followlng netlvltles: T. Inquire Into the actions 
of the Retlrcm•nt System byrevlewlngrepcru, analyses, nnanclal mtemenis, 
ni:to.rlal reports, or other materials related to the RetlnimentSystem.11. Holdlns 
public meeting, to revlewthe dfeet en San Fr•nclseo reside nu of actions taken by 
tho Retirement System. 3. Public M,<l!tlngsa. The Board of Suporvlsornhall provide 
tho commll tee with any nicc.ssary t•chnlcal asslstanoe and shall prolllde 
admlniotrallve anlslanc:e In funherarn:e oflts purpo,e and sufficient resourc .. 10 
public It a the coru:lwlon, of tha committee, 
b. All committee proceedings shall besubJeti to th• caumrnla Pubne llecards Aet 

1 lll'l6-17 Tho SF Rotlrecment RZ.2. That by the end of 2018, t~e·Mayor and Board or suporvlsors submit a Charter Retlreinent The recommendation wlll not be Implemented bocau,., It Is not 
This recommendation should b•t!lre~ tatho Mayol'.s.Offic.eand Board.of IX) System-111crcasTng amendm1nt proposillon toth• voter, to edd throe additional public member, who Board wtrnn~d-0r rcuotr.ible. {••planatlcin Jlfnext"column) 

1:::, Uitdetstandln& 111 are nol RetirementSystem memb~1$1o lh~ Retirement l!Dlltd,. 
supervt,or, end not tho Retiremolli8oaid. .,, Adding Voter 

Overslglit 
Nole: SFERS dou not believe thlnecommendallon WIil lead toth• desired 
outcom-. of huvlng rcprcsentollvcs on the llellrement Bcatd ."to watch out for tho 
Interests of th~ .cnv. and its 1~1Jdonu.• 

All Jncmb•r> of the Retirement Bo~td, regardless of who ele<:ted or appointed 
thom to tho Board, h•ve a fiduciary duty to SFERS pattlclponts ond lhelr 
ben..Octarles. In accordanco wlth tho.Callfornia Stata Constitutlon, thl• duty takes 
precedence over any other duty or concern. Under the State Constltutlon, the. 
lletlremcnt Board I• uqulred to dlscharco Its duties wnh respect to the SFERS 
TMt ,olely ln th1t Interest of, and for tho exclu,Jve purposes cf providing benefits. 
tci SFERS pnrtlclpants and tho Ir beneflelarlos, mlnlmitlng employer conlTlbu!lons 
thereto, and defA-ying uasonoble expenses of admlnl<lerlni: the :y<tom. -Uno.;,r 
trurt law, tho Retirement Boord's-<luty·to lt>:parllclparits11n~ .theirboni:flclotl~ 
taku procedenca over any other duty, Jncludltlli°•nv d.uty:to the Cfty. or 1ts 
rl'Jldonts: · 

:Ra.Urente:ntnaard Reiponsts·Sopte.mbtr 12, 2017 
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2016-17 CMI r 
Tho SF Retirement System-lncr•a,ln& Underst;indlng Adding~ 

y 
,rGight: RESPONSES TO CGJ RECOMMENDATIONS 

Respondent 
llc!<cmmfndatloM ass!l;ned b~ CGJ 2017 lles11onsu llmplemantaUonl 

Tl,;,t ~ythe end of 2018, the Retlretrumt Syst1tm devolop ond mlllnta1n a d.trnttt Retirement T_h~ ~commendi;tlon wiU not be 1mptarnented becaus.e it [snot 
based on tho d•to ln lb actuarl•l on<I finanoiol rcpora of tho lost :.io ycor.s, and Board warranted or reasoJ'!ahle (eKptanation in nex~ column) 
moke that datasot "''"liable to tho public. 

Thntbytho end·cf 201B, th• O>hlroller's Office develop and produoean •nnu•I Retirement The recommendation w111 riot be Implemented becau,e It ls not 
Rttlrerrtent Syste-m Re.port that clearly c)Cplaini the current ond projected J.til!tus of Board wo11rranted or reatoM:bf~ (4Xplanaticn In n~xt co1urrin} 
th~ RolirementSy$lem nnd its cffoct on the City's budget. 

R(tlrament8o:rrd Rupans:es Septtm&er 12- 2017 

2017 lle.12onse Text 

The Retlremoiitsv,tem produces •roriou,ropom detalllog finanoial, actuarlal, and 
operational issue~, lndudlng • summar;of the!rfinar,c!al >lefoment> Iha I are 
desl~ned for a knowledge1blo butnon•expert audlence, The R"tiremen1Syotcm 
provldes-extenilve reports dctalllng ·nnanclal; a,cttJnrial and ndmlnlrtratlve matters.J 
availoblc on th• SFERS website, on an annual bni>. These on~uol reports Include 
audited firia:nclal $tatem1:,nt$" ~nd r4Kit1frod supplementnry Information_. an .nctuariiil 
va[uatlon, and• dep•rtmont annual reportwhlchcon1olidotoi the flnanclal and 
ac:tuarJal lnformatlon viith det=lled tnforrilation on·1he admlriistratiori of the 
Retirement SY•tem, Th• dot, med to producethc•e toportsis ov,ilnblc to the 
public to the extent It IS not prolodod from disclosure by law. 
The Re~rement Systemwclcol)tes comments on specific ways to Improve the 
public ovailablllty of dau. ustd In preparing the various reports lo ensure their 
ability to be u;eful to a broad or ray of audiences lnteie1ted In these complex 
toplcs. 

Thi, reeommendallon should be directed to the controller's Office and not !ho 
Rotlremtr,tBO:Jrd. 
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Carroll, John (BOS) 
Friday, August 18, 2017 4:41 PM 
BOS-Supervisors 
BOS-Legislative Aides; 'Calvillo, Angela (angela.calvillo@sfgov.org)'; 'civilgrandjury@sftc.org'; 
klowry@sfcgj.org; 'kittywitty@comcast.net'; Elliott, Jason; Howard, Kate (MYR); Whitehouse, 
Melissa (MYR); Valdez, Marie (MYR); Rosenfield, Ben (CON); Steeves, Asja {CON); 
Stevenson, Peg (CON); Arntz, John (REG); Nickens, Norm (RET); Huish, Jay (RET); Chan, 
Donald (REG); Givner, Jon; Somera, Alisa (BOS); Campbell, Severin (BUD); Newman, Debra; 
Clark, Ashley (BUD) 
2016-2017 Civil Grand Jury Report- The San Francisco Retirement System; Increasing 
Understanding and Adding Voter Oversight - Required Department Responses 

170662 

The Office of the Clerk of the Board has received required responses to the 2016.-2017 Civil Grand Jury report entitled 
"The San Francisco Retirement System - Increasing Understanding and Adding Voter Oversight," from the Offices of 
the Mayor and the Controller. Note that the Office of the Mayor has submitted a consolidated response for the Elections 
Department and the Elections Commission. Please find the following direct links to the individual responses, and a link 
to an informational memo from the Clerk of the Board of Supervisors. 

Office of the Mayor Consolidated Response - August 15, 2017 

Office of the Controller Response - August 11, 2017 

Clerk of the Board Memo -August 18, 2017 

I invite you to review the entire matter on our Legislative Research Center by following the link b<;!Iow: 

Board of Supervisors File No. 170662 

Thank you, 

John Carroll 

Assistant Clerk 

Board of Supervisors 
San Francisco(ity Hall, Room 244 
San Francisco, CA 94102 
(415)554-4445 - Direct I (415)554-5163 - Fax 
john.carroll@sfgov.org J bos.legislation@sfgov.org 

• illo· Click here to complete a Board of Supervisors Customer Service Satisfaction form. 

Th.e Legislative Research Center provides 24-hour access to Board of Supervisors legislation and archived matters since August 1998. 

Disclosures: Personal information that is provided in communications ta the Boord of Supervisors is subject ta disclosure under the California Public Records Act and 
the San Francisco Sunshine Ordinance. 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 ta the 
Clerk's Office regarding pending legislation or hearings will be made available 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-mew appear on the Board of Supervisors website or in other public documents that members 
of the public may inspect or copy. 

1 
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City Hall 

BOARD of SUPERVISORS 
1 Dr. Carlton B. Goodlett Place, Room 244 

San Francisco 94102-4689 
Tel. No. 554-5184 
Fax No. 554-5163 

TDD/TTY No. 554-5227 

DATE: August 18, 2017 

TO: 

FROM: 

embers of the Board of Supervisors 

ngela Calvillo, Clerk of the Board 

2016-2017 Civil Grand Jury Report "The San Francisco Retirement System. 
Increasing Understanding and Adding Voter Oversight" 

We.are in receipt of the following required responses to the San Francisco Civil Grand Jury 
report releasedJune 16, 2017, entitled: "The San Francisco Retirement System, Increasing 
Understanding and Adding Voter Oversight." Pursuant to California Penal Code, Sections 933 
and 933.05, the City Departments shall respond to the repo1t within 60 days of receipt, or no later 
than August 15, 2017. 

For each finding the Department response shall: 
1) agree with the finding; or 
2) disagree with it, wholly or partially, and explain why. 

As to each recommendation the Department shall report that: 
1) the recommendation has been in1plemented, with a summary explanation; or 
2) the recommendation has not been implemented but will be within a set timeframe as 

provided; or 
3) the recommendation requires further analysis. The officer or agency head must define 

what additional study is needed. The Grand Jury expects a progress report within six 
months; or 

4) · the recommendation will not be implemented because it is not warranted or 
reasonable, with an explanation. 

The Civil Grand Jury Report identified the following City Departments to submit responses 
(attached): 

• Office of the Controller: 
Received August 11, 2017,for Findings F2, F3, and F4; and Recommendations R2.1, 
R2,2, R3.l, R3.2, R4.l, and R4.2; and 

• The Mayor's Office submitted a consolidated response for the following departments: 
a. Office of the Mayor; 
b. Elections Department; and 
c. Elections Commission 
Received August 15, 2017, for Findings Fl, F2, and F3; and Recommendations Rl .1, . 
Rl.2, R2.l, R2.2, R3.1, and R3.2. 

2809 Continues on next page 



The San Francisco Retirement S) 1, Increasing Understanding and Adding Vote ,ersight 
Office of the Clerk of the Board 6U-Day Receipt 
August 16, 2017 
Page2 

Responses not received within the 60-day deadline as required by California Penal Code, 
Section 933: · 

• Retirement Board: 
For Findings Fl, F2, and F4; and Recommendations RI.I, Rl.2, R2.l, R2.2, R4.1 and 
R4.2. 

These departmental responses are being provided for your information, as received, and may not 
conform to the parameters stated in California Penal Code, Section 933.05 et seq. The 
Government Audit and Oversight Committee will consider the subject report, along with the 
responses, at an upcoming hearing and will prepare the Board's official response by Resolution 
for the full Board's consideration. 

c: 
Honorable Teri L. Jackson, Presiding Judge 
Kathie Lowry, 2016-2017 San Francisco Civil Grand Jury 
Kitsaun King, 2016-2017 San Francisco Civil Grand Jury 
Jason Elliot, Mayor's Office . 
Kate Howard, Mayor's Office 
Melissa Whitehouse, Mayor's Office 
Marie Valdez, Mayor's Office 
Ben Rosenfield, Controller, Office of the Controller 
Asja Steeves, Office of the Controller 
Peg Stevenson, Office of the Controller 
John Arntz, Director, Department of Elections 
Norm Nickens, Retirement Board 
Donald Chan, Elections Commission 
Jon Givner, Deputy City Attorney 
Alisa Somera, Legislative Deputy Director 
Severin Campbell, Budget and Legislative Analyst 
Ashley Clark, Budget and Legislative Analyst 
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OFFICE OF THE MAYOR 

SAN FRANCISCO 

August 15, 2017 

The Honorable Teri L. Jackson 
Presiding Judge 
Superior Court of California, County of San Francisco 
400 McAllister Street 
San Francisco, CA 94102 

. Dear Judge Jackson: 

EDWIN M. LEE 
MAYOR 

Pursuant to Penal Code sections 933 and 933.05, the following is in reply to the 2016-17 Civil Grand Jury 
report, The San Francisco Retirement System: Increasing Understanding and Adding Voter Oversight. 
We would like to thank the members of the Civil Grand Jury for their interest in San Francisco's 
Retirement System and its role in the City's long-term financial health. The report focuses primarily on two 
challenges with the Retirement System: reducing our long term pension obligations, and improving 
transparency and accountability to taxpayers about the City's pension costs. 

The City remains commited to striving for responsible stewardship of the San Francisco Employees' 
Retirement System (SFERS). The careful management of retirement obligations and their associated costs 
is critical to ensuring the City's financial security. In 2011 Mayor Ed Lee worked to pass pension reform 
legislation which significantly reduced the City's long term pension obligations. The legislation (Prop. C) 
included reductions to benefits and requirements that employee contribute at least 7.5% of their salary 
toward their pension costs, depending on the health of the pension fund. This was estimated to save the 
City up to $1.3 billion over the subsequent 10 years. Without tlus legislation, the City's fiscal outlook would 
be considerably worse . 

. There are mutiple drivers of the City's long term pension obligations. However, SFERS is among the top
performing and well-funded public pension plans in the United States. The System is currently 85% 
funded, versus an average of 72% funded amongst peer jurisdictions. That funding gap that will be closed 
over the long term, not only by the City but also by City employees as a result of the employee cost sharing 
provisions approved by the voters in 2011 and future investment gains. However, future pension liabilites 
are a great concern for the city, and are carefully tracked and analyzed closely on an ongoing basis by the 
Mayor's Office, Controller's Office, Retirement System and the Board of Supervisors' Budget and 
Legislative Analyst. We closely monitor the impact of our pension obligations on our long term fiscal 
deficit and will continue to seek to reduce projected deficits over time. 

A detailed response from the Mayor's Office, Elections Department, and Elections Commission to 
the Civil Grand Jury's findings and recommendations are attached. 

Each signatory prepared its own responses and is able to respond to questions related to its respective part 
of the report. 

1 DR. CARL TON 8. GOODLETI PLACE, ROOM 200 
SAN FRANCISCO, CALIFORNIA 94102-4681 

TELEPHONE: (415) 554-6141 
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Thank you again for the opportunity to tommenr on this Ci'v'il Grand.Jury report.. 

Sincerely) 

c;~.' . J::,;· il 
'/! ' .. • ll ... 4 .. ,V./,,r· 

Edwin Lee: · 
1fayor \, 

Christopher Jerdonck 
President of :rhe Elections Cprµm:ission 
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N) 

co __. 
w 

CG)Ycor 
2016·17 

2016•17 

Rci:tort Title n 
the- :S~ Retirement fl 
Sy:.tem• 1ncro.;n1nU 
Understanding &-
Addlnc Voter O\l'ersrg_ht 

The Sf ReUreme~t FZ 
Sys.ttm• roc.rc-aslne: 
Unde:n,tanding & 

Adding Voter 011cr$l£hl 

Findings 
n1ot there are multlple causes for the City's. 

$5.Bl blllfon debt t-0 Its Retirement S'/sten\, 
(ndudine, lnvestment lou.es ($1.4 bl!lion), a 

courl rulinc on Supplemcotaf Cost of llvJng 
A.dJus:lments (COLAs:) In the 2011 P1<1posltion C 
(Sl-3 bllllon}, and c.hangu In tlernographlc 
a1s:ump1Joos (Sl.l blllion). However, the 
prindpal undcrlving cause ls the estimated 
$3 . .S blllion In re-t,oacllvc rcllfcmt-nl beocfft 
lncJeases implemented b'r' voter-approved 
proposltlons betweeo 1996-Dind 2008. 

l)'l'hatthe Clt\ls ttetirem~nt Syttcm-dUlgcntty 
protects the reUrement·retatc:d interests- of the 
Cily's-employoas and rctfrCes.; 2) _that th-tt 
Retir.cm~nt Doatd has a m;,jortty <1{ me:mbi:1s 

wh,o .tre also mel'nbr.n; Of the Re:tfremen\ 
sY:.tcin ttheV rcet:ht!\'., ot wm rcCt1ivc, p.cnston5); 
3) 1hilt whe:n tt c~me to r-et<oactlv.e rctlrcmeflt 
bcn~fil increa.$r: propositioM between 1996 
and 2008, the Mavor, aoatd-of S\lpcrvfSors, 
ner~cmcnt Beard, .-and Contrcik!r-dld not"-fumu 
\hetr respomibility to watch·out for th~. 

fntiere:$ts ofthe·Oty and its residents; and 4) 
that despJte previous Rt!tir"Cment System~ 
related proposJt!onS (2010 Pr-opl?sltl(ln O and 
2011 Ptt>po$ition C) that-re.dutcd futurf?' 
pe11slon I/abilities~ lhe Retirement System 
remains serJously und(!tfunded1 thrc-atenfng 
the fis(;al status of the City~ 

2016-17 CM! Grand iury 

The SF Retlrernellt Sy.stem-·tm:rem;lnc Undentandfng Adding Voter Oversf.cht: RESPONSES TO CGJ FlNDJNGS 

Respondent assigned by 
CGJ 2017 Rosoonsas (A,ree/Dbagreo) 2017 Response Text 

Mayor disagree with Jt, partially (explanation lrt next column) We agree that there are mutiple driver$ of the Oty's long term JJcnsTofl obllgaUons. However, SfERS (s i'lmong th~ top~ 

pc-rfo,m1ns and wc-!l•fundcd public pension p1ans In the Unlte-d.S.tatcs, We ;,.re conUdent thnt* over the long term, the 
assets: in the Sf£1tS Trust will be: suffid,mt to pay U,c, promis!:!d benefils to all .ictlvc and retired SFERS 1111:!mber~. Ea.ch y1fa-r., 
the- Retirement Board receives :,11 actuarial \raluatron • a snapshot of the lon1Herm pro'cres.s of the fond toward fullii.irli:Ung 
of all promised ben(!Uls. from which thev review and adjust, If prudrmt and appropriate~ cxhollng funding poUde:s.tO ensUrC 
the foni:·term financial strenglh of the SFERS Trust. lo accordance with the crty Charter and Retirement 8oard polities., the 
cost or lric.reatt! in llabl!iUes associated wlth every voter-approved ruoposltion Is :i~orlll!:!d over up to.a 20-year period. 

ihe fl1!:tfrement S')f$tem unfunded li:;ibltlty is not a "dnbt'', but rather a funding gap that will b:e made up over the very long 
term~ not only by the-trty, _but also by Cltv emplovees as-a result of the employee i;os\ s.ha,ini::: pro'l'islon~ appravt:d by the· 
City voters ln .2:011 {Proposition C} and long term investment gains. As ta fleeted h'l the past lnvc.:lmcnt perform;nc:e ofthc 
Retirement System -reliltiVe to U.S. pubic fund pe:en~-~ SFERS" fnveslment result$ ranked in the first quartile for1he .3 ye-.ar., 5 
ycilr and 10 year tfme pt!'rlads, invll:stmenl gains wJllaJs.oc.onttibute .a slgnlfic:,nt amount towards reducln.c: the-unfunded 
mibllltie$ or lhr: ~r.tlrement System. 

Mayor disa.cree wrth it partJ.;lly (explanat1on ln next column). We ate in ag:rcernent that the City~ Retirement System dillgentl~ protett1 the retirement Interests of the Oty'1 ompl,oyecs 
an.ti Retir<res {ltem ~J. We also ng-f.e:e ·about the composlUon of the r~tlremenl ba-ard "(Item 2}. 

However, we dis.agree wrth nndlns: (3h Cost an11ly~~s p1epared by lhe Coritfoifer .an.d-th_:e Retlr~ment System w~re -b;ased 
upon 1he best .ivaitable lnformatfon* and wcun fn line with a"ctullria1 and economica~sump";fons-tn use at th~ Uine~ As 
noted In \hose analyses, benCflt co~ts-and Retfrement fund re$ulb are hfghly senslttve to a number of eeanomtc 
assumptions, several of which w~re not" met ln ·thf!:ye:ars foitowlng th, ch~ng_~ apprwed by v0for$,. 

In :,dditror,, wo Ots;,-gree with fin~lng 4). Future pension lr.o:brlites arc·~ great cooc.ern for V,e tlt'I, and 3fl!i q,f(~tutiy1r.)cked 
and iln:alyi:td ctoS£:1Y on =in ongqJng·basls by the Mavoi's omre, Col'\trol~r's·Orfic:e, Retirmn~t Sy$ttm an.d tl1a. 9oard0f 
.SLJj)e-rvlsots.• B'udr,et :md l~glSlative: .111;11V$t. PrOJectod ,;osts nrti for~~st .ind inc:ofP~r.ated il'!to our S~year firumdal pla9'nlnc 
pl'"~s which is._JoJntly de,velopad'by iha Mayof'.S. Budget Ofnt<!, ti11fContr.ollcrs.'Offfi::n.andt1u~."BOard of Supervlrori~ 
Budge! and legl,l•tive •n•lyst. 

Wtt. have aho !f13d~ sicnifltal'lt strides·1n enoctfng_pollCV to teduce our pthslon ti21biUtv and continue to look fotways 1o 
roduc.e our Ion& t.erm pension Uab!Utles. T~e SFERS JC!llremcnt system Is. 85" funded. Whlle stlll riot fully f\lnd~d. it is 
In,:port<ilnt to Consider thit ,efa\ivelocornparabl~ systcrns, San Ft.andsco's SFERS.l$ farTnc -very well. and Is among the top~ 
performiii:,:.tnd we:IUUndcd public pension plans In the United States •. A recent report bv the City Services Auditor found 
that the peer aver.ate for dty l!mployee pension p1a·n, :.s of fY1S was 72% funded (compared with SFERS at 85%). For 
(nstimcc CAL PERS I~ currently funded at69% and Lot Aneclei i:; funded at 83%. As of FY 15, Seattle was fuodcd at 69% and 
Por11and ;,t 46~\. 



2015:17 Ovll Grand.Jury 
The SF Retirement Syste'm·-1ncreasing Understanding AddlngVoter.OversT&ht: RESPONSES TO CGJ RECOMMENDATIONS. 

Respondent 
CGIYear Report Title # Recommendatiol'l! assigned by CGJ 2017 Responses {lmplemenlilllon) 2017 Response Te~t 
2016-17 The SF Retirement Rl.lc That the Mayor and Soard of Super11isors fully disclose the financial detalls ofnny Mayor The recommendation.has been implemented {summary of how The financial Impact of major changes that fmpact benefit structure are already 

System- .future reUrement benefit Increases or decreases to·the public It was.Jmplement';d. in next column} fully disclosed to the voters vra the ballot {see below). Day to day decisions taken 
lncr,,asing by the Retirement Board are also already disclosed to the public. Board meetings 
Understanding & are public; agendas and minut_es are posted onllne. Any action taken by the lloard 
Adding Voter Is publicly posted .. 
Oversight 

All changes In SFERS benefit provisions must be approved by the City's voters. For 
Items on the ballot we are required by charter to provide actuarial reports 
detalUng the costs of the proposltron, which are disclosed on the ballot, The 
Retirement System and the Controller1s Office prepare extensive analyses ofc:iny 
pension-related measure placed on the ballot. By necessity, these cost analyses 
are brfef written·statcments, with more: detalled flies maintained and avaUabte 
forinspectlon by members of the public Interested in exploring the issues in more 
depth. 

2016-17 · the· SF j\etlrenicnt Ill,? That·bvthe endof2018, the Retirement Board produce an annual reportf~rfhe Mayor The re-commendation has been implemented (summary of how The Retirement System provides extensive .reports detailing financial., actuarial 
system- pub fie showing each·component of the debt owed by the City to the lletirernent It y,as implemented in next column} and administrative matters on an annual basis. These annual reports lnclud.il' 
increasing System, including the·full history ,if each·component and ile~riptions of alf audited financial statements and required supplementary fnformatlon, an 
Understanding & ·c:alculattOns. actuarfal valuation, and a department annuai report which consolldates'the 
Adding Voter financlal and actuarial information with detarled Information on the 

~ 
Ove!slght· administration of the Retirement System. The details of the breakout for each· 

component of unfunded liability related to the City's retlrement plari are-
µ contaln·ed In the annual actuarlal valuation report. There is a description of the. 

~ calculation method in ·the appendi• of the,repor.L The Retirement System 
maintains flveyeai:s.o/ the.SFERSannual ac!µarial valuatli:inreporton fts website, 
Historlcal valuation reports beycndthe.flve years available.on thew.ebsite are 
avallable by request to the·RetlrementSystem, 



2016-17 CJvil'Grand Jury 
Th• SF Retirement System-Increasing Understanding Adding Voter oversight: RESPONSES TO CGJ RECOMMENDATIONS 

Respondent 
CGJYear Report Title # Recommendatlons assigned by CGJ 2017 Resoonses (lmolementatlonl 2017 Response Text 
2016-17 The SF Retirement R2,l That the Boar.d of Supervlsors establish a permanent Retirement System Oversight Mayor The recommendallon wlll not be Implemented because ft is not The City already has a Retlreoient Board which funttlons as oversight to the 

System· Comminee to develop a compre-hensive~ IonE-term solution £or the Ret1rcmcmt. warranted or.reasonable (explanatlon in next column) Retlremcnt System, amd thl! Mayo(s Office has no authorlty !O establish or 
Increasing System that is falr to both employees and taxpayers, and present it to the voters in em panel a new Boilrd committee. Moyor lee worked to pnss major penslon· 
Understanding & • proposltlon by 2018. Ail options for reducing pension liabllities must be reform teglslalion In 2011 and the City's long term pension obllgations would be 
Adding Voter considered, Including a hybrid Defined Benefit/ Defined Contribution plan. 1he. much worse If It was not for these measures. lastly; the City closely monitors 
Oversight details or the committee .ire: pension costs In our long range financial planning· through the 5 yearfinancial 

1. Name: Rel!retnent System Oversight Committee planning process, deficit projections as well as through the 2 year budget process, 
2. Purpose which are developed by the Mayor's Offlce in collaborntfon with the Controller's 
a. Develop a comprehensive, long,farm solution forthe Retirement System's Office and the Board of Supervisors. We closely monitor the Impact of our 
unfunded ll•bllllles that is fair fo both employees, retirees.Md taxpayer;, and pension obligalions. on our long term deficii .ind will conlinutc to $eek to ·reduce· 
present It to voters fn a proposition by lhe end of 2018. AU options should be on projected derlcits over time. 
the table, lo eluding a Hybrid Defined Benefit/ OefinedCimtribution plan. 
b. lnJorm and educate !he publlccoocernlng !he lfnancesof.the Retirement 
System. 
c. As needed, develop solutions-to future probleois the l\etiremeot sy,1em 
e,ncounters. an.d~ if necessary, present 1hem to voters. in a proposition. AU o,ptfons 
>houtd be on the table, including a Hybrid Defined Benell!/ Defined Contribution' 
plan. 
d. The Committee shall provide oversight to en$Uic that~ {l) actions talmn by the 
Retirement System arcln the best lnwestor the residents of San Francis<~; (2) all 

N proposltforis that modify the Retirement System are adequately described to 
CX) voters ln the Voter Information Pamphlet. . _. 

c, In furiherance ofits purpose, the committee may engage In any ofthe following 
01 activities: 

T. Inquire into the actl<iM .of the Retirement System by revlewln& reports, analyses, 
nnandal statements, actuarial reports, or othe:rmat~riats relat-ed to the: 
Retirement System. 

2016·17 The SF Retirement R:Z:2 That by th•Hmd of 2018,. the Mayor and Board of Supenrfsors submit a Chartnt Mayor Tht! recommendation will not be Implemented bccause'it ts not This recomme:ndatlon islntended to:add individuals. to1he retrrement syst<?m 
System· amendment proposition to the voters .to add.three addllionar put,li~ meoibers warronted or reasonable (explanation In next colum~) board who are not beneficiaries of the tru,t fund; and who will therefore 
Jncreasing who are not Retirement System members to the Retirement Board; presumably act as guardians of th!! public Jriteri!st.. Hpwever~ 1rustees are always 
Under.standing: & obligated .to act only in the fiduciary Interests of thti beneficiaries. Therefore, this 
Adding Voter recommendation would not a"omplish its Intended goals,and for that reason 
Oversight wlll not be·pursued. ·rho City closely monitors pension costs in our long r.,nge 

financial planning -through theS year financial planning process, d•licit 
projections as well as through the 2 year budget proces,, ivhlth are developed by 
the ('/lnyo1's Office in collaborotloo with the Controller's Office and the !!oard of 
SUpep1lS0rs~ We closely mo1:1ltor the impa,t of our pension obllgat,ions On Ot.Jr 
long term deficit and wlll contlnute to seek to reduce projetted deficits: over tlm•. 
The Mayor will continue to consider any and all mechanlsmnvilhin his pun1lew1a 
ensure fiscal sustalnablllty. 
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2016-17 CMI Grand Jury 
The SF Retirement System- Increasing Understanding Adding'VoterOVerslght: RESPONSES TO CGJ .FINDINGS 

Respondent assigned by 
Findings CGJ 2017 Responses (Agree/Disagree) 2017 Response Text 

Thatthe Voter Information Pa1!1phlets for Departmen.t·of disagree with it, wholly (e;<planatlon ln next-column) The e>epartment lacks sufficient knowledge to determine whetn.er these-VIPs 
retroactive retirement benefit increase· Elections . Jncluded .the information set forth in this finding, 
propositions between 1996 and 2008 did not 
provide voters with complete estimates or the 
propositions' costs, who would pay those 
costs,'how those costswere-tinanced, and 
whatthe Interest rates were. 
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2016-17 Civil Grand Jury 
The SF Retirement System-Increasing Understanding Adding Voter Oversight: RESPONSES TO CGJ RECOMMENDATIONS 

Respondent 
Recommend•tlons assl•ned bv CGJ 2017 Responses llmolementation) 2017 Response Text 

That the Elections Commisslon i!nd the Department of Elections ensure that future Department of The recommendation will not be Implemented because it Is not The Department lacks the authority to ensure that future VIPS provide voters 
Voter Information Pamphlets for Retirement System.related propositions provide Elections warranted or reasonable (expl.inatlon ln next column) with complete finandal deLails regarding Retirement System·relatcd propositions. 
voters wlth complete financiiJI det.:iits. The Department of Elections does not determine the content of the Voter 

lnfor:matlon Pamphlet; that determination is made by ordinance, and those 
or<linances are Included in lhe Municipal Elections Code. The Department's role 
is simply to format informi!tlon and transmit it to the printer. If the City adopts 
an ordimmce requiring the Department or Elections lo Include additional 
information regarding costs associated wlth retirement benefits in the Voter 
Information Pamphlet., the Department will do so. 

That by the ,end of 2018, lhe Controller's Office provide SF residents, employees, Department of The recommendation will not be Implemented because it is not The Department lacks the authority to require that the Controller's Office provide 
and retirees with a description of the Clty's nellrement System that enables them Elections warranted or reasonable {explanation In next column) SF residents, employees, and retirees. with a description of the-' City's Rettrement 
to make informed decisions about ft~ System \hat enables them to make informed decisions about lt, If an ordinance is 

adopted thatrequlros additional cont.!nt to be Included lri the Voter Information 
Pamphle~ the Department will comply with the ordinance. 
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2016-17 CMI Grand Jury 
The SF Retirement System- Increasing Understan!llng Adding Voter Oversight: RESPDNSESTO CGJ FINDINGS 

Respondent assigned by 
Findings CGJ 2017 Responses (Agree/Disagree) 2017 Response Text 

Thatthe Voter Information Pamphlets for Elections Commission disagree with lt,wholly_(explanatlon In next column) The Elections Commission disagrees wholly with the finding because the 
retroactive retirement benellt lntrease Commission lacks the knc>wledge to assess.whett>er these specific VIPs did or 
propositions between 1996 and 2008 did not did r\ot provide voters with·full and accurate Information regarding.these 
provide voters with complete·estlmate:s of the propositions. 
propositions' ccsts, who would pay_ those 
costs, how those costs were.financed, and 
what the interest rates were, 
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1ncreasing 
.Understanding & 
Adding Voter 
Oversight 
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20l&·l7 Civil Grand Jury 
The SF RetirementSystem•lncreaslng .Understanding Adding Voter Oversight: RESPONSES TO CGJ RECOMMENDATIONS 

Respondent 
Recommendallon, assl2ned by CGJ 2017 Resoonses llmplementatlonl 2017 Resoonse Text 

That the Elections Commission and the Department of Elections ensure that future Electlons The recommendation will not be Implemented because It ls not The Elec;:tlons Commission wilt not lmpleml!ntthls recommendation bec.iuse the 
Voter Information PampMets for Retfrement Sys.tem·related-proposit\ons provide Commission warranted or reasonable (explanatlon In ne,Xt column) Commission lacks the aulhorlty to do what ls requested. 
voters with complete linoncial details. 

That by the <>nd of 201S. th<> Controller's Office provide SF residents, employees; Elections The recommendation wlil not be implemented because ii Is net The Elections Commission will not Implement this recommendatlcn because the 
and retirees with a description of the City's Retirement system that enables them Commission warranted or reasonable (explanallori in next column) Commlsslon lacks the authority to do what-is requested. 
to make Informed declslons about lt. 



CITY AND COUNTY OF SAN FRANCISCO 
OFFICE OF THE CONTROLLER 

August 11, 2017 

The Honorable Teri L. Jackson 
Presiding Judge, Superior Court of California, County of San Francisco . 
400 McAllister Street, Room 008 
San Francisco, CA 94102 . 

Deat Juqge Jackson: 
. . 

Ben Rosenfield. 
Cc;mtroller 

Todd Rydstrom 
Deputy Controller 

.Pursuant to Penal Code sections 933 and 933~05, the following is in reply to the 2016:-17 Civil Grand 
Jury report, The San Francisco .Retirement System - Increasing Understanding and Adding Voter 

. Oversight. We would like to thank the Civil Grand Jury for their attention to this subject. Managing 
retirement benefits, plans and funding are among the most complex .financial and workforce issues faced 
by governments and other entities nationwide. Consistently modeling, projecting.and managing pension 
costs, and providing reporting and transparency to the public, is challenging. The Controller's Office 
works continuously to improve the quality of the City's financial management and reporting. Especially 
where the public are the primary users of fmancial information, such as in our required ballot statements, 
we work hard t~ make our reports clear and straightforward. 

· Overall, the Controller's Office strives to be a responsible financial steward for the City and has been a 
leader in analyzmg ways to manage long-term ·costs, reduce the Retirement System's unfunded actuarial 
liability, and create fair cost-sharing between employees and the City as an employer. Over the last . 
eight years, the Controller's Office h~s supported five different efforts to model financial and actuarial 
projections and make changes to pension benefits to better manage future costs. Many of these efforts· 
have resulted in proposals moved forward by the Mayor and Board of Supervisors and ultimately 
adopted by.City voters. . 

· The Civil Grand Jury's report provided important findings and recommendations a,nd helped us· 
understand how our financial reporting anc:l stat~ments are received. We will use this feedback to 
improve efforts. to communicate with leadership, stakeholders and the public on these issues. 

If you have any questions about this response, please contact Deputy Controller Todd Rydstrom or me at 
415-554-7500-. .. 

Respectfully ·submitted, . 

fa, ffi_vo crJvt 
(,i-- B~osenfield 
P Controller · 

cc: Angela Calvillo, Clerk of the Board, City and County 0f San Francisco 

. 415-554-7500 City Hall• 1 Dr. Carlton B. Goodlett Place• Room 316 • San Francisco CA 94102-4694 
. . 2820 

FAX 415-554-7466 

· 1i 
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2016-17 Civil Grand Jury 
The SF Retirement Systems Increasing Understanding Adding Voter Oversight: RESPONSES TO CGJ FINDINGS 

Respondent assigned 2017 Responses 
# findings byCGJ (Agree/Disagree) 2017 Response Text 

F2 1) That the City's Retirement System diligently Controller disagree With it, While the Controller's Office finds the Civ!I Grand Jury's-statement regarding 
protects the retirement-related interests of partially (explanation the health of the Retirement Fund to be overstated, we do share the general 
the City's employees and retirees; 2) that the In next column) coricer~ regarding the in~ease in the system's net pension liabllity in recent 
Retirement Board has a majority of members years and Its Implications for future City costs. We have presented discussion 
who are also members of the Retirement and analysis in the Oty's recent Comprehensive Annual Financial Reports 
System {they receive, oiwm receive, (CAFR).and in the City's Five,Year Financial Plan on this lo pie. We believe tliat 
pensions); 3) that. when it came to retroactive the health of the system needs to be closely monitored and that it is likely to 
retirement benefit increase propositions create financial pressure for the City In the years ahead absent changes to 
be~een 1996 and 2008, the Mayor, Board of benefits. The Controller's Office disagrees with the finding that our office, the 
Supervisors, Retirement Board, and Controller Mayor, and t·he Board of Supervisors did not fulfill our responsibilities to 
~Id not fulfill their responsibility to watch out watch out for the interest of the City and its residents regarding benefit 
for the int_erests of the City and its residents; changes on the b.allot between 1996 and 2008. Cost analyses prepared by our 
and 4) that despite previous Retirement office and the Retirement Sy~tem w~re based upon the best available . 
System-related propositions (2010 Proposition information, and were in line with actuarial and economic assumptions In use 
D and 2011 Proposition C) that reduced future at the time. As.noted in those analyses, benefit cos(s and Retirernent Fund 
pension liabilities, the Retirement System results are highly sensitive to a number of economic assumptions, several of 
remains seriously underfunded, threatening which were not met in the years following the changes approved by voters. 
the fiscal status of the City. 

F3 That the Voter Information Pamphlets for Controller disagree with lt, The Controller's Office cost analyses for measures in th.ese years included 
retroactive retirement benefit increase partially (explanation estimates based upon actuarial and financial assumptions utilized by the 
propositions between 1996 and 2008 did not in next column) Retirement System at the 'ti_me. Our analyses noted the sensitivity .of the cost 
provide voters with complete es_timates of the analyses to these;issumptions. By necessity, these cost analyses ate brief 
propositions' costs, who would pay those written statements for theVoter Information Pamphlet, with detailed files 
costs, how those costs were financed, and maintained for :Stakeholders or members of ttie public interester:l in exploring 
what the interest rates were, further. W~ are open to specific comments on ways to improve our baUot 

cost analyses, including those for future pension measures. We are open to 
the possibility of providing a section In the Voter Information Pamphlet with 
b;ickground on public pension structures arid status, simjfar to our section 
regarding detit management and bond financing that ls provided when bonds 
are on the ballot. 

F4 The Controner and the Retirement System Controller disagree with It, The Retirei'nentSystem produces various reports d_etailing financial, actuarial, 
provide extensive reports about the partially (explanation and operational issues, including a summary of their financial statements that 
Retirement System, but they are too complex in next column) are designed for a knowledgable but non:-expert audience. 1he Controller's 
for the average citizen, empl(?yee,. or retiree to Office, in the City's Five-Year Financial Plan, reports on the expected future 
understand. The data in the Retirement retirement costs to the City, and includes discussion of the health of the 
System reports is not available to the Retirement Fund in the City's Comprehensive Annual Financial Report (CAFR). 
Retirement System or the public in a. dataset, The Controller's Office has made regular public presentations at hearing; held 
making research and analysis more difficult. by the Board of Supervisors on the health of the Retirement System and Its 

Implications for the financial health of the City. We welcome comments on 
specific ways to improve these various products tP ensure their abllity to be 
useful to a broad array of audiences interested in this complex toptc. 
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. .2016°17 Civil Grand Jury 
The SF RetitementSys.tem-lncreaslng understandin~ Adc,llng VqterOversight: RESPONSESTO CGJ RECOMMENDATIONS 

Respondent 

# Recommendations assigned by CGJ 2017 Responses (implementation) 2017 Response Text 

R2.1 That the Board of Supervlsors.establlsh Controller The recommendation will not be This recommendation should be directed to the Mayor and 

a .permanent Retirement System implemented because it Is not Board of Supervisors, and not the Controller's Office. In our 

Oversight Committee to develop a warranted or reasonable role as financial advisor, the Controller's Office will support 

comprehensive, long-term solution for (explanation in next column) whatever efforts policymakers put ln place to study the 

the Retirement System that is fair to health of the Retirement Fu.nd and to consider changes to 

both employees and taxpayers, and manage future financial costs for the City. We note, 

present it to the voters in a however, that the City has rigorous ongoing practices· bµiJt 

proposition by 2018. All optiol'ls for In to its financial management to review changes in the 

reducing pension liabilities ri)ust be funded status of the Retirement Fund and their implli:atkins 

considered, Including a hybrid Defined for the City's finances. Further, the Controller's Offlc~.t:ras 
Benefit/ Defined Contribution plan. supported five different efforts in the last eight years to 
The details of the committee· are: model financial and actuarial projections and mal<e1;hanges 
1. Name: Retirement System Oversight to pension benefits to better manage future costs; Many qf 

Committee these efforts have resulted in proposals moved forward by 

2. Purpose the Mayor and Board of Supefllisors and ultimately adopted 
a. Develop a comprehensive,. long- by City voters. 
term solution for ihe ~etirement 
System's unfunded li!!billtlt;S that Js:falr 
to both employee;, retirees; and 
taxpayers, and present lfto voters in a 
proposition by the end of 2018. All 
options should be on the table., 
including a Hybrid Defined Seneflt / 
DefinedContrlbution plpri, 
b. Inform and educate the public 
concerning the finances. ofthe 
Retirement System. 

R2.2 That by the end of 2018, the Mayor Controller The recommendation will not be This recommendation shoulcl be directed to the fvlayor.and 
and Board of Supervisors submJt a irnplernen~ed becausl! it..ls not Board ofSUper:vlsors, and not the Co.nttoller's Office. In our 
Charter amendment proposition to the wam1nted or reaso11abJe role as firiandal advisor, the Controller's Office wlll support 
voters to add three additional public {explan~tlon ln nextcolumri) whatever efforts policymakers request to review 
members who are not Retirement governance questions i'egardihg'the Retirer11entBoard. We 
System members ~o the Retirement note, however, that Retiremen.t Board members are 
Board. fiduciaries that have a dutyto the system's parHclpantsarid 

not to "watch o.ut for th~ interests.of the Cjt'/aild its 
residents." This broader responsibllity falls on the Mayor, 
Board of SupeMs\'>tS and othei policymakers. !)rider the City 
Charter ultimately the voters of San Francisco determine 
benefit levels, unlike the majority of governments where 
retirement benefits levels are notsubject to a vote of tpe 
people. 

R3,1 Tliat the Elections Commission and the Controller The recommendation requires Both the Retirement System and the Controller's Office 
Department ofElecti\')ns ensure·that further analysis (explanation of the prepare extensive analyses of any penstoiwelated measure 
future Voter Information Pamphiets scope of that analysis and a placed on the ballot. By necessity, these cost analyses are 
for Retirement .System-related timeframe for discussion, not more brief written statements, with more detailed files 
proj:>osltions provide voters wit!) than six months from the release of maintain.ed and available for Inspection 1:,y members of the 
complete financial details. the report noted In next column) public interested in exploring the iss·ues hi more depth. we 

are open to specific comments and thoughts on ways to 
improve our ballot cost analyses, including those for future 
pension measures. We are open to the possibility of 
providing a background section in the VC1ter lnf!)rmation 
Pamphlet with further information on public pen$ion 
structures and San Francisco's status. We .. currently provide 
a background section regarding debt management, bond 
financing and San Francisco's status in all elections where 
bonds are on.the ballot. 
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2016,17 Civil Grand Jury 
The SF Retirement System-increasing Understanding Adding Voter Oversight: RESPONSES TO CGJ RECOMMENDATIONS 

I 

Respondent 
It Recommendations assigned by CGJ 2017 Responses (implementation) 2017 Response Text 

R3.2 That by the end of 2018, the Con troll.er The recommendation has been The Retirement System, the Controller's Office, and others 
Controller's Office provide SF implemented {summary of how It already produce a wide array of public reports for various 
residents, employees, and retirees was implemented in next column) audiences on the financial health of the Retirement Fund 
with a description of the City's and its implications for both beneficiaries and the City 
Retirement System that enables them government. We have augmented this reporting in recent 
to make informed decisions about lt. years with additional !letalled analysis and discussion in the . . 

City's Five Year Financial Plan. We welcome specific 
suggestions to improv(i these products, bi.It do not believe 
that an additional annual report will improve pubtrc 
knowledge of this topic. As discussed elsewhere, we are 
open to specific means ofimproving our ballot measure 
analysis, lncludlng the possibiHty of providing additional 
background information in the voter information pamphlet 
when pension measures are placed before the voters, 
slmilar to our dlscusslon of debt financing when bond 
at1thoriiations are on the ballot. 

R4.1 That by the end of 2018, the Controller The recommendation will not be This recommendation should be directed to the Retirement 
Retirement System develop and implemented because it Is not system and not the Controller's Office. 
maintain a dataset based on the data warranted or reasonable 
in its actuarial and financial reports of (explanation In next column) 
the last 20 years, and make that 
dataset available to the public. 

R4.2 That by the end of 2018, the Controller The recommendation requires The City's Five.Year Financial Plan Includes clear discussion 
Controller's Office develop and further analysis (explanation of the regan:ling the high-level financial status of the Retirement 
produce an annual Retirement System scope of that analysis and a Fund and Its Implications for future City costs, including 
Report that clearly explains the tlmeframe for discussion, not more analysis of the effects of a downturn in investment returns 
current and projected status of the than six months from the release of t.hat may occur in a recession. The Cify's Comprehensive 
Retirement System and its effect on the report noted in next column) Annual Financial Report also includes discussion ofthe 
the Cit'{'s budget. health and funded status of the Retirement Fund. The 

Retirement System produces various reports detailing 
financial, actuarial, and operational issues, including a 
summary of their financial statements th.at are designed for 
a know!edgable but non-expert audience. We welcome 
comments on specific ways to improve these products to 
ensure that they are useful to a broad array of audiences 
interested in this complex topic. 
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Carroll, John (BOS) 

From: 
Sent: 
To: 

Carroll, John (BOS) 
Friday, June 16, 2017 4:59 PM 
BOS-SupeNisors 

Cc: BOS-Legislative Aides; 'Calvillo, Angela (angela.calvillo@sfgov.org)'; 'civilgrandjury@sftc.org'; 
Elliott, Nicole (MYR); Tugbenyoh, Mawuli (mawuli.tugbenyoh@sfgov.org); Rosenfield, Ben 
(CON); Steeves, Asja (CON); Givner, Jon; Somera, Alisa (BOS); Newman, Debra; Campbell, 
Severin (BUD); Wasilco, Jadie (BUD); Major, Erica (BOS); 'pkilkenny@sftc.org'; 
'klowry@sfcgj.org' 

Subject: PUBLIC RELEASE - 2016-2017 Civil Grand Jury Report - The San Francisco Retirement 
System, Increasing Understanding and Adding Voter Oversight 

Categories: 170662, 170663 

Supervisors: 

Please find linked below the 2016-2017 Civil Grand Jury report released today, Friday, June 16, 2017, entitled: 
The San Francisco Retirement System - Increasing Understanding and Adding Voter Oversight, as well as a press 
release memo from the Civil Grand Jury, and an informational memo from the Clerk of the Board. 

The San Francisco Retirement System - Increasing Understanding and Adding Voter Oversight 

Civil Grand Jury Press Release -June 16, 2017 

Clerk ofthe Board Memo -June 16, 2017 

I invite you to review the entire matter on our Legislative Research Center by following the link below: 

Board of SupeNisors File No. 170662 

Thank you, 

John Carroll 

Assistant Clerk 

Board of Supervisors 
San Francisco City Hall, Room 244 
San Francisco, CA 94102 
(415)554-4445 - Direct I (415)554-5163 - Fax 
iohn.carroll@sfgov.org I bos.legislation@sfgov.org 

@ 

ll:ti Click here to complete 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. 

Disclosures: Personal information .that is provided in communications to the Board of Supervisors is subject to disclosure under the California Public Records Act and 
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying 
information when they communicate with t~e Board of Supervisors and its committees. All written or oral communications that members of the public submit to the 
Clerk's Office regarding pending legislation or hearings will be made available to all members of the public for inspection and copying. The Clerk's Office does n.ot 
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 that members 
of the public may inspect or copy. 

1 

2824 



City and County of San Francisco 
2016-2017 Civil Grand Jury 

FOR IMMEDIATE RELEASE 
Friday, June 16, 2017 
Contacts: Chris Bacon, Civil Grand Juror 
Kathie Lowry, Jury Foreperson 

(415) 931-8157 (Primary Contact) 
(415) 601-2770 

*** PRESS RELEASE *** 

SAN FRANCISCO CIVIL GRAND JURY: 
SAN FRANCISCO'S RETIREMENT SYSTEM NEEDS 

SUBSTANTIAL STRUCTURAL CHANGES AND MORE VOTER 
INVOLVEMENT AND EDUCATION 

San Francisco, CA-The 2016-2017 San Francisco Civil Grand Jury (CGJ) calls upon the 
Mayor and Board of Supervisors to enact substantial structural changes to the City's Retirement 
System, which has entered its second decade of being underfunded, to include more voter 
involvement. 

For its report, The San Francisco Retirement System: Increasing Understanding and Adding 
Voter Oversight, the CGJ reviewed the recent history of the Retirement System and reached two 
main conclusions: 

• The principal underlying cause of the Retirement System's unfunded condition is the 
estimated $3.5 billion in retroactive retirement benefit increases implemented by voter
approved propositions between 1996 and 2008. 

• That when it came to retroactive retirement benefit increase propositions between 1996 
and 2008, the Mayor, Board of Supervisors, Retirement Board, and Controller did not 
fulfill their responsibility to watch out for the interests of the City and its residents. 

The CGJ' s report states that the "fiscal status of San Francisco's Retirement System threatens the 
financial future of the City. As ofJune 30, 2016, the City and County of San Francisco owes its 
Retirement System $5.81 billion; this is more than half of the City's entire 2016 budget ($8.94 
billion)." 

In its boldest recommendation, the CGJ challenges the Board of Supervisors to "establish a 
permanent Retirement System Oversight Committee to develop a comprehensive, long-term 
solution for the Retirement System that is fair to both employees and taxpayers, and present it to 
the voters in a proposition by 2018." 
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The CGJ recommends that this new Retirement System Oversight Committee include 
representatives from the Mayor's office, the Board of Supervisors, the Controller's office, the 
Human Resources Department, and Unions, but that two-thirds of the Committee be public 
members who are not participants in the Retirement System and have financial expertise relevant 
to retirement systems. 

The Superior Court selects 19 San Franciscans to serve year-long terms as Civil Grand Jurors. 
The Jury has the authority to investigate City and County government by reviewing documents 
and interviewing public officials and private individuals. At the end of its investigations, the 
Jury issues reports outlining findings and recommendations. County agencies identified in the 
report receive copies and must respond to these findings and recommendations. The Board of 
Supervisors conducts a public hearing on each CGJ report. 

The public may view this report and others issued by the CGJ online at 
http://civilgrandjury.sfgov.org/report.html. 

### 
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BOARD of SUPERVISORS 

MEMORANDUM 

Date: June 16, 2017 

To: Honorable Members, Board of Supervisors 

From: ~Yngela Calvillo, Clerk of the Board 

Subject: 2016-2017 CIVIL GRAND JURY REPORT - The San Francisco Retirement 
System, Increasing Understanding and Adding Voter Oversight 

The Office of the Clerk .of the Board of Supervisors is in receipt of the San Francisco Civil Grand 
Jury (CGJ) Report, entitled: The San Francisco Retirement System, Increasing 
Understanding and Adding Voter Oversight (attached). Today is the public release date for 
this report. 

Pursuant to California Penal Code, Sections 933 and 933.05, the Board must: 

1. Respond to the report within 90 days of receipt, or no later than September 14, 2017. 
2. For each finding the Department response shall: 

• agree with the finding; or 
• disagree with the finding, wholly or partially, and explain why. 

3. For each recommendation the Department shall report that: 
• the recommendation has been implemented, with a summary of how it was 

implemented; 
• the recommendation has not been, but will be, implemented in the future, with a timeframe 

for implementation;. 
• the recommendation requires further analysis, with an explanation of the scope of the 

analysis and timeframe of no more than six months from the date of release; or 
• the recommendation will not be implemented because it is not warranted or reasonable, 

with ah explanation. 

Pursuant to San Francisco Administrative Code, Section 2.10, in coordination with the Committee 
Chair, the Clerk will schedule a public hearing before the Government Audit and Oversight 
Committee to allow the Board the necessary time to review and formally respond to the findings 
and recommendations. 

The Budget and Legislative Analyst will prepare a resolution, outlining the findings and 
recommendations for the Committee's consideration, to be heard at the same time as the hearing 
on the report. 
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Public Release for Civil Grand Jury Report 
The S~n Francisco Retirement System, Increasing Understanding and Adding Voter Oversight 
June 16, 2017 
Page2 

Attachement: Civil Grand Jury Report 

c: Honorable Teri L Jackson, Presiding Judge 
Nicole· Elliott, Mayor's Office 

· Mawuli Tugbenyoh, Mayor's Office 
Ben Rosenfield, Office of the Controller 
Asja Steeves, Office of the Controller 
Jon Givner, Office of the City Attorney 
Alisa Somera, Office of the Clerk of the Board 
Debra Newman, Office of the Budget and Legislative Analyst 
Severin Campbel( Office of the Budget and Legislative Analyst 
Jadie Wasilco, Office of the Budget and Legislative Analyst 
Kathie Lowry, Foreperson, San Francisco Civil Grand Jury 
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CIVIL GRAND JURY I 2016-2017 
CITY AND COUN'IY OF SAN FRf\NCISCO 

j uric 13, 2017 

Board of Supervisors 

Angela Calvillo, Clerk uf the Boar<l 

City Hall, Room 244 

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

Dear Clerk of the Boa.rd Calvillo, 

The 2016-2017 Civil Grand J uty wiil release a report entirlcd "The San Francisco Reriremertt 

System, Increasing Understanding and Adding \'oter Oversight" to the public on Friday, June 16, 

2017. Enclosed is an advance CO[>}' of this report. Please note that by order of the Presiding Judge of 

the Superior Court, Hon. Teri L. Jackson, this report is to be kept confidential until the date of 
release (June 16th). 

California Penal Ct,de ·§933 (c) re9t.1ires a response to be submitted to the Presiding Judge ho 

later than 90 days after the dat1.' of chis .letter. California Penal Code §933.05 states that for .each 
finding in the report, the responding person or entity shall indicate one of.the following: (1) agree 

witl1 the finding; or (2) disagree with ir, wholly or partially, and explain why. 

Further, as to each recommendation; your response mllst either indicate: 

1) That the recommendation has been 1111.plemented, with a summary of how it was 

implemented; 
2) That die recc.immendation has nor been, but will be, implemented in the future, with a 

timeframe for implemei1tation; 
3) That the recommendation tequires further analysis, wirh an explanation of the scc'>pe of that 

analysis and a timeframe for discussion, not ni:ore than SL'i. nwnths from the release of the 

report; <)t 

4) Thar the rccoqimendacion will not be implemented bccau,se it is not warranted or · 

reasonable, with an explanation. 

Please provide your resp.onse to the Presiding Judge 't'cri L. Jackson at the following address: 

400 McAllister Street, Rootn 007 

San Francisco, CA 94102-4512 

Email: CivilGrandJury@sftc.org 

Jr~ rd,ersoJl 
20 l 6- 2017 Civil Grand Jury 
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CIVIL GRAND JURY I 2016-2017 · 
CITY AND COUNTY OF SAN FRANCISCO 

THE SAN FRANCISCO RETIREMENT SYSTEM 

INCREASING UNDERSTANDING AND 

ADDING VOTER OVERSIGHT 

JUNE2017 
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THE CIVIL GRAND JURY 

The Civil Grand Jury is a government oversight 
panel of volunteers who serve for one year. It 
makes findings and recommendations resulting 
from its investigations. 

Reports of the Civil Grand Jury do not identify 
individuals by name. Disclosure of information 
about individuals interviewed by the jury . is 
prohibited. 

California Penal Code, section 929. 

STATE LAW REQUIREMENT 

Each published report includes a list of those 
public entitles that are required to respond to the 
Presiding Judge of the Superior Court within 60 
to 90 days as specified. 

A copy must be sent to the Board of Supervi~ors. 
All responses are made available to the public. 

For each finding, the response mu~t: 
1) agree with the finding, or 
2) disagree with it, wholly or partially, 

and explain why. 

As to each recommendation the responding party 
must report that: 

1) the recommendation has been 
implemented, with a summary 
explanation; or 

2) the recommendation has not been 
implemented but will be within a set 
timeframe as provided; or 

3) the recommendation requires further 
analysis. The officer or agency head 
must define what additional study is 
needed. The Grand Jmy expects a 
progress report within six months; or 

4) the recommendation will not be 
implemented because it is not 
warranted or 
reasonable, with an explanation. 

California Penal Code, Section 933.05 
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EXECUTIVE SUMMARY 

The fiscal status of San Francisco's Retirement System threatens the financial future 
of the City. As of June 30, 2016, the City and County of San Francisco (City) owes 
its Retirement System $5.81 billion; this is more than half of the City's entire 2016 
budget ($8.94 billion). The Retirement System is 77.6% funded .. This means that 
there are not enough funds to pay the benefits to current and future retirees. In 
Fiscal Year 2015-2016, the City's annual contribution to the Retirement System was 
$526.8 million, $377.1 million of which was amortization payments on the unfunded 
pension liability. Where does the money come from to finance the underfunding? 
From the City's General Fund. 

The General Fund pays for the City's services (such as public works, MUNI, police, 
and fire), and employee salaries and benefits. When more of the General Fund is 
spent on the underfunding. of the Retirement System, City services and staff must be 
reduced to ensure a balanced budget. 

There are several causes for the· underfunding of the Retirement System, but the 
main underlying cause is the retroactive retirement benefit increases implemented by 
voter-approved propositions between 1996 and 2008. These retroactive increases 

. were very expensive gifts to employees and retirees from taxpayers, paid for with 
money borrowed at a high interest rate from the Retirement System, and paid back 
over 20 years by taxpayers. The financial details of these retroactive increases were 
not disclosed to voters. As Warren Buffett stated: 

There probab!J is more managerial ignorance on pension costs than af!Y other cost item qf 
remote!J similar magnitude. And, as will become so expensive!J clear to citizens in future 
decades, there has been even greater electorate ignorance qf governmental pension costs. 

The 2016-17 Civil Grand Jury investigated the Retirement Board, the Retirement 
System, Retirement System-related Propositions, and the public pension industry. 
Our purpose was to assess the effects of the costs of the current Retirement System, 
including the unfunded liability, on the City's financial health. Additionally, our 
purpose was to evaluate the ability of residents and voters to understand the financial 
ramifications of pension-related propositions based on information provided by the 
City. We conducted interviews with City staff and reviewed City and other 
documents. Our analysis led us to two major findings ~nd four recommendations: 

Finding Fl: That there are multiple causes for the City's $5.81 billion debt to its 
Retirement System, including investment losses ($1.4 billion), a court ruling on 
Supplemental Cost of Living Adjustments (COLAs) in the 2011 Proposition C ($1.3 
billion), and changes in demographic assumptions ($1.1 billion). However, the 
principal underlying cause is the estimated $3.5 billion in retroactive retirement 
benefit increases. implemented by voter-approved propositions between 1996 and 
2008. 
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Recommendation R1.1: That the 1fayor and Board of Supervisors fully disclose the 
fiha:ncial details of any future retirement benefit increases or decreases to the public. 

Recommendation Rl.2: That by the end of 2018, the Retirement Board produce an 
annual report for the public showing each component of the debt owed by the City 
to the Retirement System, including the full history of each component and 
descriptions of all calculations. 

Finding F2: 1) That the City's Retirement System diligently protects the retirement
related interests of the City's employees and retirees; 2) that the Retirement Board 
has a majority of members who are also members of the Retirement System (they 
receive, or will receive, pensions); 3) that when it came to retroactive tetirement 
benefit increase propositions between 1996 and 2008, the Mayor, Board of 
Supervisors, Retirement Board, and Controller did not fulfill their responsibility to 
watch out for the interests of the City and its residents; and 4) that despite previous 
Retirement System-related propositions (2010 Proposition D and 2011 Proposition 
C) that reduced future pension liabilities, the Retirement System remains seriously 
underfunded, threatening the fiscal status of the City. 

Recommendation R2.1: That the Board of Supervisors establish a permanent 
Retirement System Oversight Committee to develop a co.tnptehensive, long-term 
solution for the Retirement System that is fair to both employees and taxpayers, and 
present it to the voters in a proposition by 2018. All options for reducing pension 
liabilities must be considered, including a hybrid Defined Benefit / Defined 
Contribution plan. (Details about the recommended committee are presented in the 
Findings and Recommendat-ions section of this report.) 

Recommendation R2.2: That the Mayor and Board of Supervisors submit a 
Charter amendment proposition to the voters to add three additional public 
members who are not Retirement System members to the Retirement Board. 
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THE SAN FRANCISCO RETIREMENT SYSTE.l\1- INCREASING UNDERSTANDING & ADDING VOTER OVERSIGHT 

BACKGROUND & METHODOLOGY 

BACKGROUND 

The City's Retirement Board and Retirement System is defined in the San Francisco 
(SF) Charter1 and can only be changed by voter-approved propositions. The 
Retirement System is also known as the SF Employees' Retirement System (SFERS); 
this report will use Retirement System. The Retirement Board appoints an executive 
di.rector, who in turn administer::; the Retirement System. The Retirement Bo3:.td 
administers the Retirement Fund and makes all the investment decisions. 

In the past decade, several attempts, some successful and others not, have been 
made to change the Retirement System. The.re have been two Civil Grand Jury (CGJ) 
reports and five significant propositions placed before the voters. Each of these 
reports and propositions are summarized below in chronological order. 

2000 Proposition C2 

This proposition was placed .on the ballot by the Board of Supervisors and approved 
by the voters. It retroactively increased the retirement benefits for miscellaneous 
employees. The description of the proposed Charter Amendment from the Voter 
Pamphlet said that: 

Proposition C is a Charter amendment that 1vould increase retirement benefits far 
miscellaneo11s empl!!Jees hired after 197 6. An en;plqyec cot1ld get a pension of 1tp to 7 S 
percmt of final salary. The pension amottnt wot1!d be baJed on years of sen:ice and a 
m11ltiplier rangingfrom 1% per year of service at age 50 to 2% at age 60. The employee's 
'Jinal salary" would mean the average monthfy salary duting a one-year period when the 
empb?yee eamed the highest salary. 

The City Controller provided the following statement on the fiscal impact of 
Proposition C in the Voter Pamphlet: 

Should the proposed Charter amendment be adopted, in my opinion, it would increase the 
cost of government by an atno1mt, estimated. f:y the Retirement System Actuaa1, of $34 
million per year far 20 years and then dropping to $17 million per y(!ar. · 

Even with this proposal, the City does not expect to have to make a 
contribution to the Retirement System for at least the next 15 years. 
(Bolding added) 
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2002 Proposition H 3 

This proposition was placed on the ballot by the Board of Supervisors and approved 
by the voters. It retroactively increased the retirement benefits for police officers and 
firefighters by increasing the amount of pensions to 2.4 percent of salary for each 
year they served if they retired at age SO and 3 percent of salary for each year served 
if they retired at age 55. The description of the proposed Charter Amendment from 
the Voter Pamphlet said that: 

Proposition His a Charter amendment that would change the formula far police and 
firefighter retirement benefits. Police and firefighters who retire at age 50 would receive, far 
each year ef seroice, 2.4 percent if the salary earned at the time if retirement. Police and 
firefighters who retire at age 5 5 would receive, far each year ef seroice, 3 percent ef the salary 
earned at the time if retirement. The maximum retirement benefit police and firefighters 
could receive would be 90 percent ef the salary at the time ef retirement. Police and 
firefighters who retire before January 1, 2003 would not be eligible far this increase .. 

The City Controller provided the following statement on the fiscal impact of 
Proposition H in the Voter Pamphlet: 

Should the proposed amendment be adopted, in my opinion, the cost to the City and 
· County wottld increase, as estimated f?y the Retirement System Actuary, f?y about $2 8 
million per year far the next 20 years, dropping qfter 20 years to an ongoing cost ef 
approximatefy $8.2 million per year. However, no cash wottld be reqttired since the City's 
Retirement System cttrrentfy has a large surplus. While the cost ef this proposal wottld 
redttce that sttrplus, the City nonetheless should not he required to make 
employer contributions to the Retirement System foi: at least the next 
ten years. The Amendment also provides that if the City is required to make emplqyer 
contributions to the Retirement System, the City will negotiate a cost-sharing 
agreement with the police officers and firefighters· to cover all or part of 
the cost of providing the additional retirement benefits through 
employee contributions. 
(Bolding added.) 

Notwithstanding the Controller's statement with respect to both the 2000 
Proposition C and the 2002 Proposition H, the City had to commence contributions 
to the Retirement System in 20054

, and for FY 2016 the City had to make a $526.8 
million contribution, $377.1 million of which was payment towards the unfunded 
pension liability. 
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June 2008 Ptoposition B5 

This proposition was placed on the ballot by the Board of Supervisors and approved 
by the voters. The June 2008 Proposition B included Pension Benefits and Retiree 
Rea.1th Benefits; tbis report addresses only the Pension Benefits. The Voter 
Infonnation Pamphlet described the changes to the Retirement System as follows: 

In addition, Proposition B :vould make the fallowing changes to retirement benefits and 
COLAs far misce/laneol:is Ci!J employees 1vho retire on or after January 10, 2009: 

• The age factor far employees who retire at age 60 wotdd increase to 2.1 % and rise to 
2.3% at age 62. Thtls, employees with 20 years of service would receive 42% of their 
highest annHal salary if th'!) retire at age 60 or 46% if th~, retire at age 62. 

• The basic COLA benefit wo1ild be compo1tnded amtual/y based on the retiremeitt benefits 
pq;1able on J1111e 30th of the prior year.. 

• The s,tpplemental COL-4., which is paid when there is enottgh excess investment 
earnings, also would increase far a total adj11stment of retirement benefits up to 3-1 / 2%. 

The Ci!J would freeze tvages and other economic brmefits for miice!laneous Ci!J employees 
from Jub 1, 2009 through June 30, 2010. 

Tbis propositi.on is described in more detail under Proposition Costs & Disclosures .. 

As a result of the propositions increasing retirement benefits, the declining investment returns experienced 
by the Retirement System and the increasing cost to the City of the Retirement System; two Civil Grand 
Juries investigated the Retirement System: 

2008-2009 CGJ Report: "Pensions Beyond Our Ability to Pay"6 

Tbis CGJ investigated both health care and pension benefits for City employees and 
focused muc.11. attention on pension spiking and a Deferred Retirement Option 
Program. In response to the finclings they :mad.e regarding spiraling pension costs, 
the CGJ recommended: · · 

A task farce should be established tQ evaluate a change to a defi11ed~contribt1tio11 (DC) 
plan fat all new emplqyees of the City and Cotm!J of San Frandsco. By adopting a DC, 
the Mqyor, the [Board of Supervisors], and [San Frandsco Employee Retirement System] 
can do more to restore credibility to the p1iblic Retirement Systems than aljy other action 
thry can tC1ke. 

The Mayor's Office responded7 to the 2008-2009 CGJ report in general and also · 
specifically to the recommendation listed above. The general comment from the 
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Mayor;s office was that the Mayor did not believe that San Fr~cisco was 
experiencing a pension crisis and that the Retirement System was among the most 
well-funded retirement systems in the country with a strong record of superior 
:returns on its investt:nents. Specifically, the Mayor disagreed with the 
recoroniendati.on to convert to ~ DC plan because he befo:ved that tlit:; R.¢rirement 
System,s defined benefit (DB) plan offered a :b:iore secure investment strategy-. 

2009-2010 CGJ Report: Pension Tsunami: The Billion Dollar .B:ubble8 

This CGJ investigated the ever,-focreasing Retirement System unfunded liability itllP. 
its effects on City setvices since th~ City is finari.cially resporisible for the unfunded 
liability, as well as ''pension"".spiking.» The investigation concluded, among other 
issues, that the curre11t DB plan is financially unsustainable without cutbacks in jobs 
and City services. The investigation report recommended that the City cop~der a 
hybrid DB and DC plan for future employees and that no cost-of-living increases 
accrue to retirees unless the plan is fully funded. The Mayor's Office responded9 to 
the finding of the CGJ report regarding the unsustainability of the Retirement 
System that 

San Francisco '.s Defined Benefit P Ian is o.ne of the ,nost ·.wundfy fim/eii atulmanaged 
p1iblic retirement plans in the Uitited States; the fjstemitse!f is sitstaiti4bk, despite thiJ 
impact of the severe economic downturn. The Ciry has faced econot1Jic downt1m1s before, 
and, as it bas .in the pi:1St,. our {YStem will recover. and remain }tnandalfy sound. 

The Mayor's. Office als.o disagreed with the recommendation that a hybrid DB and 
DC plan shouid be consid~ed because of.the ris.ks assqciated with a DC plan. 

2010 Proposjtion D10 

This proposition was placed .on the ballot by the Bqard of Superv.foors and. approved 
by the voters. It changed the formula for detenniru.ng the highest salary on which the 
pension benefits would 1;,e based from the highest average monthly salary within one 
year to the average salary in two consecutive fiscal years or 24 months prior to 
:tetirement. This ptoposition also changed the foimula for City contributions to the 
Retirement System dependh;ig on the Retirement System's investm.ent 
earnings. Specifically. the Voter Pamphlet said that: 

Fore1J1.Plqyees hired on a114 after]ufy 1, 2010, 'Jina/compensation'' 1vottld be calctt!ated 
1,1si1,g a tiilOjlear jo'l'JJlt1la. A11 e111pffyee's final compmscitio11 wo11ld b~ determined by 
averaging monthfy'cotnpmsation d11ri1'!!,: 

• at!} t1vo conseCJititJc fiscal years rf earnings, Dr 

• the 24 zyo11ths imtnediatejy befare riJtimmnt. 
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The final basis for retirement benefits would be the higher ef the ttvo figures. For sqfety 
emplqyees and Ca/PERS members hired on and efter Jufy 1, 2010, the emplqyee 
contribution to SFERS or Ca/PERS would increase to 9.0% ef compensation. In years 
when the City's contribution to SFERS is less than expected because ef large investment 
earnings, the amount saved would be deposited into the Rttiree Health Care Trust Fund 
The participating emplqyers could choose to have this rule appfy to them. 

The City Controller provided the following statement on Proposition D: 

Taken together, the change in the SFERS sqfety and Ca/PERS emplqyee contribution 
rates from 7.5% to 9.0%, and the two year final compensation calculation, are expected to 
reduce the emplqyer long-term cost (called the 'normal' cost) ef pension funding qy 
approximatefy 0.7% over the 25 year period bettveen fiscal year 2011- 2012 and fiscal 

year 2035-2036. Cumulativefy, the savings for that same 25 year period is estimated to 
range between $300 and $500 million depending on future wage and benefit rates for 
emplqyees, and other factors. 

2011 Proposition C11 

This proposition was placed on the ballot by the Board of Supervisors and approved 
by the voters. It changed the pension benefits by increasing the age requirement for 
obtaining maximum retirement benefits and also required that retirement benefits be 
based on an average of the last three years of service, as well as limiting certain cost
of-living increases. Specifically, the Voter Information Pamphlet said that: 

Proposition C is a Charter amendment that would change the wqy the City and c1trrent 
and fitture emplqyees share in funding SFERS pension benefits. The base emplqyee 
contribution rate would remain the same-7.5% for most emplqyees-when the City 
contribution rate is between 11 % and 12% ef City pqyrol!. Emplqyees making at least 
$50,000 would pqy an additional amount up to 6% ef compensation when the City 
contribution rate is over 12% ef City pqyrol!. When the City contribution rate falls beloiv 
11 %, emplqyee contributions wottld be decreased proportionatefy. 

Proposition C would ?1iso create new retirement plans for emplqyees hired on or efter 
January 7, 2012, that would: 

• For miscellaneous emplqyees, increase the minimum retirement age to 53 with 20 
years ef service or 65 with 10 years; 

• For sqfety emplqyees, the minimum retirement age would remain at 50 with five 
years ef service, but the age for maximum benefits would increase to 5 8; 

• For all emplqyees, limit covered compensation, calculate final compensation from a 
three~ear average, and change the multipliers used to calculate pension benefits, 
and 

• For miscellaneous emplqyees, raise the age ef eligibility to receive vesting allowances 
to 53 and reduce f?y ha!f the Ci-fy's contrib11tion to vesting allowances. 

10 

2839 



··· .·. · "THESANFRANCISCO RETIREMENT SYSTEM.-"' INCREASINGDNDERSTANDING & ADDINGVCil'EROVERSIGHT 
.. :.· .. 

The Voter Information Pamphlet also stated that: 

Proposition C ivould limit cost-of living acfjustments far SFERS retirees. 

The City Controller provided the following statement on the fiscal. impact of 
Proposition C: 

Should the proposed Charter amendment be approved f?y the voters and implemented, in my 
opinion, the City's costs to ftmd emplqyee retirement benefits will be reduced !?JI 
approximate!J $40 to $50 million in fiscal year (FY) 2012-13. City costs will be reduced 
!?JI approximate!J $1 billion to $1.3 billion ettmulative!J over the ten years between FY 
2012-13 and FY 2021- 22, of which $85 million is attributable to retiree health benefit 
savings, and the balance .to pension contribution savings. 

Unfortunately, much of the predicted City savings from Proposition C have not 
materialized as a result of litigation between Protect Our Benefits12 and the City 
regarding the interpretation of Proposition C's provisions limiting cost-of-living 
adjustments. 

The California Rule 

Io the 1955 .case of Allen v City of Long Beach13
, the California Supreme Court 

established what became known as "The California Rule" for public employee 
pensions which has been interpreted as constitutionally prohibiting any reduction of 
pension benefits for current employees and retirees as an infringement of the right of 
contract. The Great Recession of 2008-09 drastically diminished the market value of 
pension funds and, along with demographic factors such as longer life expectancy, 
resulted in a nationwide increase in the underfunding of pension plans. Although 
lowering benefits for prospective employees is allowed under the California Rule such a 
lowering of future pension obligations is insufficient to solve the underfunding 
which has been variously estimated nationwide as between two to over four trillion 
dollars and, as a California Court of Appeals sardonically noted, ''As so often occurs 
California was in first place." Under the City's Charter the City is obligated to contribute 
to the Retirement System to compensate for underfunding, but actuarial predictions. 
show that only lowering benefits for current employees can bring the system to full 
funded status14

. 

As that Court of Appeals' decision (which is presently before the California Supreme · 
Court) held, a current public employee's pension may be reduced so long as such 
reduction does not "deprive the emplqyee of a 'reasonable'pension." The final determination 
of the scope of the California Rule remains to be determined by the California 
Supreme Court, but if it upholds the lower court's decision there may be an 
opportunity to begin the process of bringing pension plans in California, including 
the City's Retirement System, into a fully funded condition. 
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Financial Economics and Public Pension Plans 

Financial Econo:rnics and its use with public pension plans is a topic we came across 
late in our investigation. \Zie ·have not been able to study it in detail, but wanted to 
point it out as an important, and controversial, topic. Currently, public pension plans 
use the long-term investment return of assets to value liabilities. This is challenged by 
those who say public pension plan liabilities should 1:>e valued using risk-free interest 
rates. Below are some helpful links on this topic: 

Pensions & Investments 8/3/2016 article: 
Actuarial leaders disband task force, object to paper on public plan liabilities 

The paper mentioned in the article: 
Financial Economics Principles Applied to Public Pension Plans 

Joint AAA (American Academy of Actuaries)/SOA (Society of Actuaries) Task 
Force on Financial Econo:rnics and the Actuarial Model: 
Pension Actuarv's Guide to Financial Econcnnics. 2006 

Hoover Institution essay: Hidden Debt, Hidden Deficits: 2017 Edition. Hm'v 
Pension Promises Are Consuming State and Local Budgets 
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METHODOLOGY 

During our investigation, we reviewed numerous reports and stuclies, and 
interviewed City staff regarding the Retirement System. A list of our sources is 
included in ~'ippendix A. 

We reviewed: 

Prior CGJ reports on the Retire.tnent System~ 
Prior propositions dealing '\VJ.th the Retirement System; 
Retirement System Annual Reports, Actuarial Valuation Repi>tts, 
Government Accounting Standards Board. (GASB) 67 / 68 Reports, 
and Financial Reports . 
San Francisco Comprehensive Annual Financial Reports (CAFR) 
Press articles, academic artldes and sttldies dealing with pension ref?rm 
throughout the United States. · · 

..,. Reform efforts by other public retirement systems. 

We interviewed: 

Present and fo.ttner staff of the .Controller's Office; 
Present and former staff of the Retirement System; 
Present and. former staff of the Mayor's Office; 
Members of the Ret:h:ement Boatd. 

\Ve consulted with outside experts familiar wi~ retirement systems. 
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DISCUSSION & ANALYSIS 

The Retirement System is a defined-benefit pension plan \vhich provides a specified 
.retirement benefit that is based on the member's retirement age, service length, and 
final salary. The Retirement System is governed by a seven-member Retirement 
Board; three .ru:e employees or retirees elected by all employees and retirees, three are 
11ayoral appointees, and one is a Board of Supervisors (BOS) member appointed by 
the BOS President. Elected officials, including the lvfayor, the Board of Supervisors, 
and the Controller, are members of the Retirement System. 

The Retirement Board appoints the Retirement System's Executive Director and an 
Actuary. The Executive Director administers the. Retirement System; the Actuary 
advises the Retirement Board on actuarial matters and monitors an independent 
consulting actuarial finn, Cheiron, which prepares the Retirement System's annual 
Actuarial Valuation and GASB 67 /6815 Reports, and other actµarial analyses. The 
Retirement System publishes. an Annual Report, an annual Financial Statements and 
Required Supplementary Information Report, and the Retirement Systems' CPA, 
MGO Certified Public Accountants, pei:fonns iill. audit of the Financial Statements 
and produces an audit report. 

The Retirement Board receives advice from the Retirement System's Chief 
Investment Office (CIO) and the investment staff, and it makes all the investment 
decisions for the Retirement Fund. 

Health care for the Citys employees and retirees is a significant potiion of benefits, 
but it is not in the scope of this report. The SF Deferred Compensation Plan is also 
not within this report's scope. 

Any defined-benefit pension plan is hard for the ave.rage person to understand. A 
mortgage covers 30 years and is complex; a pension plan can cover 60 years or more, 
and is very complex. Predicting how much an individual makes each year, if or when 
they quit, if they're married or have kids, if they become disabled, when they retire, 
or when they die -is impossible. But for a large group of people, actuaries can, and 
do, make reasonably accurate predictions about these events. Predicting what 
investments will do in the future is far more uncertain. The Great Recession of 10 
years ago is a prime example. 

A pension plan must take the long view, at least 60 yea.rs. Making decisions based on 
a shorter view almost always turns out badly. The sta.ck market booms in the late 
1990s and the 2000s led to some short:.term pension decisions, and we are currently 
facing the results. Any solution to the current situation needs to take the long view. 
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THE CITY & ITS EMPLOYEES 

The chart below provides a 10-year overview of the City's Budget and employees' Salaries and Benefits16
• 

After adjusting for inflation 17, the Buc;lget h~s increased l;>y40%, a:od Salaries and Benefits by 33%, in the l!lst 
10 years. Salaries and Benefits have been 50,.53% of the Budget in each of the last 10 years. Keep in mind 
that in.flati.o:n has been very low for the last 10 years~ but it will likely pick up in the future; T,he 3/23/17 
update ofthe City's FiY¢'-Yea+ Fio.a;nc;ial Plan for FY 2017-18 through FY 2021-2218 estimates Sala:des and 
Benefits increasing by 51% over the next five years. 
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Sala_rie_s + Benefits 2,996.,227,877 3,192,230,671 3,333,905,306 3,415,1144,176. 3,3!12,826,871 3,526.~08,012 3,789,360,557 4,021,165,tl<IO 4,~Q§l,4,97,953 4_,1.;i,5 •. S!l~,464 
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The chart below prov.ides a FY 2007 through FY 2016 overview of the number of City Employees and 
Retireesi9. Employees have .increased by 7.3%, and Retirees by 34.0%, over the last 10 years. As the Baby
Boomers continue to retire, it is possible there will be.more Retirees than Employees in the future. 
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30,000 

25,000 

20,000 

15;000 

10,000 

5,000 

0 

-Employees 

-- Retirees 
"'. ,~ .. -~ ·- , .. ---~ 

2007 2008 

30,190 30,650 

21,116 21,514 

Employees & Retirees 

2009 2010 2011 2012 2013 2014 2015 2016 

29,919 28,222 27,956 28,097 28,717 29,516 30,837 32,406 

22,294 23,500 24,292 25,190 26,034 26,852 27,485 28,286 

-Employees ..... .... Retirees 
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RETIREMENT SYSTEM- FUNDING 

TI1e Retirement System is funded by contributions from the City and its employees, and by investment 
.returns20

• The Citys contdbutlons include amortization payments on the l.l!l,funded liability debt. The chart 
below .shows these funding solJ,tces betwten FY 2007 a:n,d FY 2016, The table below the chart shows the 
amounts. The wide swings in Investment Returns, · and their size iri relation to City arid Employee 
Contributions, illustrate the market's risks and rewards. For example, during the Great Recession in FY 
2008 and FY 2009 the Retirement System lost more than $4.2 billi6n, in FY 2014 it made $3.2 billion, and in 
FY 2016 made only $150 million. 

After· adjusting for inflatiori21, the City'.s Contributions have incr~sed by 71 %, and the Employee 
Contributions by 37%,in thelast10 years. 

4,000,000,000 

3,000,000,000 
' .) 

21000,000,000 

1,0bd,000,000 

0 
2007 

-1,000,000,000 

-2,000,000,000 

-3,000,000,0QO 

-4,000,000,000 

City & Employee Contributions, Investment Returns 

2'008 

\ 

\ 

2009 2010 j 2011 

.l 

2012 2013 2014 

\. 
\ 

2015 

- City Contributions • • • • • • Employee Coritribufions · -= - Investment Returns 

2007 
City Contdbµtions 132,601,000 
Employee Contributions 175,747,000 

i!'"'stmeiij'.Retuii,:S:. . • ).~.~3-~,0.00 

2008 2009 2010 2~11 2012. 2013 2014 
13'!,060,QOO 126,101,000 223,614,000 308,823,oqt) 410,797,000 442,S7q,O<lo ~2.~ai:000 
1!15,1_23,000 J~?,SM,QC:<l ... 1.1:1i.~~.Q()(! . 1_81.7?!i,ll:QO . 198,160,000 ~?8,?.26.~ ~~.Q?O,QC:(l 

(73.M32,_000) (3,512.~50,~) 1,flli_S,101,0CO 2,887,57~,000 80,402,C-OO 2,064,550,000 3,1i5,431,000 
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RETIREMENT SYSTEM - LIABILITY, ASSETS, UNFUNDED LIABILITY 

The chart below shows the Retirement System's Liability, Assets, and Unfunded Liability for FY 2007 to FY 
201622

• Unfunded Liability :::: Liability-Assets. After adjusting for infl.ation23
, Liability has increased by 

35%, and Assets by 3%, over the last 10 yeats. Between FY 2007 a,nd FY 2009, the Retitement System went 
from being $3.4 billion overfunded to $4.6 billion underfunded, an $8.0 billion swing in three years. 
Between FY 2009 and FY 2014, Assets almost caught up with Liability, 1:mtsince then Liability has 
continued to increase while Assets have been relatively flat. 

Liability, Assets, Unfunded Liability 
30,000,000,000 

25,000,000,000 

20,000,000,000 --1s,o60,ooo,oo6 

10,000,000,000 

5,000,000,000 

(j .. 
I• 

2007 • , · ' 2008 
.., ~:, ~ 

2009 2010 2011 2012 2.013 2014 2015 2016 

-5,000,000,000 

- Liabrlity -. ..... Assets •••••·Unfunded Liability 

--· ·------ -----. l\007 ···- ... -- 2008. - •.. - "2ii"~ ··-·--·2010 . 201f •. . 2012 . .. . 2013 • . 2014 • . 2015 ....... 2016 __ _ 

L~aiiiilix _ .. 1s:ii41.?{iii.ooo 1s,i3ss.a:is,ooo _1sl49a;s:1s:ooo 1.1,643:s94,ooo 1a.soo,72a,ooo 1s,aiia;ii54;ooo 20:224:ns:aoo 21. 122:66r:000·22;!iiii:aii2.ooo 24,400;-iiazooo 
Assets 16,952,043,000 15,832,521,000 11,886,729,000 13,136,786,000 15,59"8,839,000 15,293,724,000: 17,011,500,000 19,920,607,000 20,428,100,000 20,154,503,000 
Qnru.ri.~g{LJa.gili_ty 1,11Q,!l!i~,Q!12 -:!?M~?.qgg_ 1.smgQ,l/99d,q!J§,EiPS,(l(l9 2.sss,S8ll,Ci00 4, 10g.1ao,Ci00_ 3,21s.2.gOQO 1.2.01,!100,CiOO 2,?42,~2.a,pqo 4,2.'\~.a7s.oo_o 
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PROPOSITION COSTS & DISCLOSURES 

For most pension :retirement benefits,. the City and its employees trmke payments 
each pay perioq during the employees' time of sei."Vice. Those paym~ts are invested 
and · earn money oye,t' tinie. Retroactive pension int1:eases do not work the same. 
The total projected futute costs of a proposition's retroactive pension increase are 
calculated for all e.mployees at?-4 1=etitees for thcit lifetime;. this is usually a. la1-ge 
amount. \Vb.en the proposition's pension increase goes into effect, that total 
becomes a ptoposition debt owed by the City to the Retiremeht System - employees 
and :reti,tees owe nothing. The proposition debt is added to the Unfµnded Actuarial 
Liability24 of the Retirement System. The ptoposition debt ls expressed as a 
percentage of the City's · payroll, ~o it inqeases each year based upon the Salary 
Io.crease Rate15 percentage (3.75% - 4.50%\ and increases ot decreases in the 
number of employees. The proposition debt is paid back over 20 years at the 
Discount Rate (7.50% - S.00%). · 

A list of retroactive retirement benefit increase propositions from 1996 - 2008 can 
be found in Appendix B. 

The Little Hoover Commission ls an independent state .oversight agency tliat was 
created in 1962. The Commission's mission is to investigate 'state government 
operations and - through reports, recommendations and legislative propps~s -
p.totnote efficiency, econpmy and improved service. The Commission published a 
report, "Public Pensions for Retirement Security"26 on February 24, 2011. The 
report's cover letter starts with: 

California's pe1isio11 plans are dangerotlf/y 1inde,ftmded, the result ef owrfy_genero11s benefit 
prqmises, wislfu! thinking and an 11mvillingness to plan prndentfy. Unlrlss aggressi11e 
re.farms are impleme;Jted 11d1v, the problem will getf ar 111orse1 farcing counties dild cities fq 
severefy red11ce sef'llt(es and Jqyojf employees fti meet pension obligations. 

As part of the report's Recommendations 3 and 4, it states: 

To winif,Jize ri.fh .to ta,'cjJqyers, the responsibi/itJ far fimding 4 sustainabkpe11siQ1! .fjstem 
mttst be spreadmore·eq11alfy amimgparties. . . 

• The Legislature m1tst prohibit retroactive pension increases. 

To imprpve tra11.rparct1fj and t1tco1111tability, more injortllafton abot1t pension cost; mu.st b(I 
provided reg,ttlarfy to thf/p11b!ic. · 

• The Legit!atrm: »mst n.qnircgovemm(lnt rctit1J1JJMt boards to rcstmct11re their 
boards to add a mqjori& ora substantial minotify efindpeitdent, public members 
to mstm: greater represent(ltion ef ta>.pqyer intmsts. 

• All proposedpension increases 1mtst be SJthmitted to vo.tcr.r in their reipective 
jtttisdiction:r. The bt1llot meaft1rcs must .f?y accompanied l?J stmnd actrtarial 
i,iformation, written in a clear and coni:ise format. · · 
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Governor Brown published a "Twelve Point Pension Reform Plan" on October 27, 
201127

• One of the points was to ''Prohibit Retroactive Pension Increases." It states: 

In the past, a nttmber of pttblic emplqyers applied pension benefit enhancements like earlier 
retirement and increased benefit amounts to work alreacfy peifotmed ry current emplqyees 
and retirees. OJ course, neither emplqyee nor emplqyer pension contributions for those past 

years of work accotmted for those increased benefits. As a result, billions of dollars in 
unfunded liabilities continue to plague the -!)!Stem. My plan will ban this 
irresponsible practice. 
(Bolding added) 

June 2008 Proposition B - Changing Qualifications for Retiree Health and 
Pension Benefits and Establishing a Retiree Health Care Trust Fund28 

The June 2008 Proposition B includes Pension Benefits and Retiree Health Benefits; 
this report addresses only the Pension Benefits. The Voter Information Pamphlet for 
the June 2008 Proposition B includes the standard· Controller's statement on the 
fiscal impact of Proposition B: 

Should the proposed charter amendment be approved ry the voters, in my opinion, the City 
will have both significant added costs in the near and medium term for the cost of emplqyee 
pension benefits and significant savings in the near term under its labor contracts and in the 
long tetm for the cost of retiree health benefits. 

Pension Bene.its: The Charter amendment wmt!d increase the maximum retirement 
benefit available to City miscellaneous emplqyees from the current 2% of final pqy at 60 
jears of age, up to 2.3% of final pqy at age 62 and enhance cost of living increases for 
pension recipients. These changes would add approximate/y 3.5% of salary to the cost of 
funding an average emplqyee's retirement benefits, or an ongoing anm,al cost to the City of 
approximate/y $84 million for the next 20 years, dropping after 20 years to an ongoing 
annual cost of 1.1% of salary or approximate/y $27 million at current rates. 

To partial/y pqy for this increased retirement benefit, the amendment freezes ,vages for 
the 2009-2010 fiscal year. This provision is estimated to save the City approximatefy 
2.1 % of salary or an estimated $35 million on an annual basis. These savings estimates· 
are based on an assumption that the City would otherwise have provided wage increases at 
percentage rates at or near the prrjected consumer price index for that period and is 
consistent with the City's historical experience in negotiated labor contracts. Finalfy, the 
Charter amendment specifies that the City's· ongoing expenditures for improved retirement 
benefits under this proposal must be considered the equivalent of wages in fitture labor 
arbitration proceedings. Note that these provisions do not app/y to the labor contracts for 
police, firefighters, sheriffs, nurses and transit operators. 

The actuary's analysis of Proposition B29 prior to the election shows an estimated 
increase in Unfunded Liability of $67 4 million. When Proposition B came into effect, 
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the Unfunded Llability was increased by $750 million, a debt that 8 years later the 
City has paid $595 million on, $542 million in interest and $53 million in principal. 
The debt will not be paid off until 2028. · 

Reviewing the Voter Information Pamphlet's arguments for and against Proposition 
B, it's clear that they focused on the Retiree Health Benefits and the Retiree Health 
Care Trust Fund, and considered the Pension Benefits to be a minor change. Several 
of the proponents stated that it would save $1.4 billion in healthcare costs over 30 
years. No one noted that the pension increases would cost $1.68 billion over 20 
years. Some quotes from the arguments: · 

Increases Cost of Living Acfjustments (COLA) for retirees and modest!J improves 
pensions for emplqyees who retire at or cifter age 60 

Proposition B is just the latest minor proposal to appear on the ballot in a City Charter 
election, costing taxpqyers a mountain of monryfor a molehill of municipal emplqyee law 
change. · 
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The June 2008 Proposition B chart below shows the Outstanding Balance due to be paid by the City to the 
Retirement System, the Cumulative Interest paid, and the Cumulative Principal paid30

• Note that after eight 
years the City has paid $542 million in Interest, $53 million in Principal, and has an Outstanding Balance of 
$697 million. The Outstanding Balance increased during the first four years, and over the next tweive years 
it will be paid down to zero~ 

All retroactive pension increase proposition:s will have a siinil1:tr pattern of interest and principal costs over 
time. 
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RETIREMENT SYSTEM REPORTS 

Each fiscal year there ate five financial documents published by the Contt¢llet and 
SFERS that describe the City's Retirement System: l) 'the Controller's 
Comprehensive Annual Financial Report (CAFR); 2) the SPERS Annual Report; 3) 
the SFERS Financial Statements; 4) the SFERS Actuarial Valuation Repor~ and 5) 
the SFERS GASB 67 / 6$ Report. These reports are described below. 

An actuarial report was produced by the SFERS Actuary and sent to the Board of 
Supervisors, the Mayor, and the Conttoller for each proposition th.at retroactively 
increased retirement benefits.. Each actuariai report estimated the detailed costs of 
the propositiori and was the basis of the Controller's estimate provided in the Voter 
Infoµnaticm Pam,phlet. These actuarial reports could not be found online. 

For the mos:t p~ these reports are not meant for the average City taiq,ayer, 
employee, or retiree. There are no ,other.:readily availible sources ofinfotmatioi;l 
about the Retirement System's finances. This results in. there being little 

. transparency or accountability to the public for the Retirement System's finances; 
Taxpayers have not had the info::trnation needed to make an. informed dedsioo about 
the retroactive retirement benefit increase . propositions. However, the Mayor, the 
Board -of Supervisors, and the _Controller understood these_ reports~ but failed to 
communicate it to voters in a dear and complete manner. · 

Comprehensive Annual Financial Report 
Produced by: Conttoller's Office 
Audience: Accountantli, auditors 
Complexity: Very High 
Size: 235 pages, ...,...25 pages on the Retirement System 
Notes: · 
This report describes ill the finances for the City. 

SFERS Annual Report 
Produced by: SFERS 
Audience: Employees, .retltees, public 
Complexity: MedJ.um/High 
Size: 79 pages 
Notes: 
Its Financial, Investment, Statlstical, and Deferred Compensation Plan Sectiops are 
cleat, and much of the Actuarial Section is is well, but the "Actuarial Artalysis of 
Financial Experience'\ "Schedule of Funding Progress", and ''Actuarial Solvency 
Test'' tables have no descrl.pti.on of the tables, the data they contain, or why the data 
ends with the previous Fiscal Y eat. 
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SFERS Financial Statements 
Produced by: SFERS 
Audited by: MGO Certified Public Accountants 
Audience: Accountants, auditors 
Complexity: High . 

· Size: 52 pages 

SFERS Actuarial Valuation Report 
Produced by: Cheiron, the SFERS' Actuary 
Audience: SFERS, actuaries, auditors 
Complexity: Extremely High 
Size: 94 pages 
Notes: 
This report is for funding purposes, i.e., to determine the City's annual contribution. 
It contains many tables, most of which are clear and understandable, but there are 
many that have no description of the tables or the data they contain. 

SFERS GASB 67 / 68 Report 
Produced by: Cheiron, the SFERS' Actuary 
Audience: SFERS, actuaries, auditors 
Complexity: Very High 
Size: 35 pages 
Notes: 
This report is for financial reporting purposes. It is required by the Government 
Accounting Standards Board (GASB) Statement No. 67, "Financial Reporting for 
Retirement Systems", and Statement No. 68, "Accounting and Financial Reporting 
for Pensions." 
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FINDINGS & RECOMMENDATIONS 

Finding Fl: That there are multiple causes for the City's $5.81 billion debt to its 
Retirement System, including investment losses ($1.4 billion), a court ruling on 
Supplemental Cost of Living Adjustments (COLAs) in the 2011 Proposition C ($1.3 
billion), and changes in demographic assumptions ($1.1 billion) 31

• However, the 
principal underlying cause is the estimated $3.5 billion32 in retroactive retirement 
benefit increases implemented by voter-approved propositions between 1996 and 
2008. 

Recommendation R1.1:. That the Mayor and Board of Supervisors fully disclose the 
financial details of any future retirement benefit increases or decreases to the public. 

Recommendation R1.2: That by the end of 2018, the Retirement Board produce an 
annual report for the public showing each component of the debt owed by the City 
to the Retirement System, including the full history . of each component and 
descriptions of all calculations. · 

Finding F2: 1) That the City's Retirement System diligently protects the retirement
related interests of the City's employees and retirees; 2) that the Retirement Board 

· has a majority of members who are also members of the Retirement System (they 
receive, or will receive, pensions); 3) that when it came to retroactive retirement 
benefit increase propositions between 1996 and 2008, the Mayor, Board of 
Supervisors, Retirement Board, and Controller did not fulfill their responsibility to 
watch out for the interests of the City and its residents; and 4) that despite previous 
Retirement System-related propositions (2010 Proposition D and 2011 Proposition 
C) that reduced future pension liabilities, the Retirement System remains seriously 
underfunded, threatening the fiscal status of the City. · 

Recommendation R2.1: That the Board of Supervisors establish a permanent 
Retirement System Oversight Committee to develop a comprehensive, long-term 
·solution for the Retirement System that is fair to both employees and taxpayers, and 
present it to the voters in a proposition by 2018. All options for reducing pension 
liabilities must be considered, including a hybrid Defined Benefit / Defined 
Contribution plan. The details of the committee are: 

1. _Name: Retirement System Oversight Committee· 
2. Purpose 

a. Develop a comprehensive, long-term solution for the Retirement 
System's unfunded liabilities that is fah to both employees, retirees, 
and taxpayers, and present it to voters in a proposition by the end of 
2018. All options should be on the table, including a Hybrid Defined 
Benefit / Defined Contribution plan. 

b. Inform and educate the public concerning the finances of the 
Retirement System. 
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c. As needed, develop solutions to future problems the Retirement 
System encounters and, if necessary, present them to voters in a 
proposition. All options should be on the table, including a Hybrid 
Defined Benefit / Defined Contribution plan. 

d. The Committee shall provide oversight to ensure that: (1) actions 
taken by the Retirement System are in the best interest of the 
residents of San Francisco; (2) all propositions that modify the 
Retirement System are adequately described to voters in the Voter 
Information Pamphlet. 

e. In furtherance of its purpose, the committee may engage in any of 
the following activities: 

1. Inquire into the actions of the Retirement System by 
reviewing reports, analyses, financial statements, actuarial 
reports, or other materials related to the Retirement System. 

ii. Holding public meetings to review the effect on San 
Francisco residents of actions taken by the Retirement 
System. 

3. Public Meetings 
a. The Board of Supervisors shall provide the committee with any 

necessary technical assistance and shall provide administrative 
assistance in furtherance of its purpose and sufficient resources to 
publicize the conclusions of the committee. 

b. All committee proceedings shall be subject to the California Public 
Records Act (Section 6254, et seq., of the Government Code of the 
State of California) and the City's Sunshine Ordinance (Chapter 67 of 
this Code). The committee shall issue regular reports on the results of 
its activities. A report shall be issued at least once a year. Minutes of 
the proceedings of the committee and all documents received and 
reports issued shall be a matter of public record and be made 
available on the Board's website. 

4. Membership 
a. Two-thirds of the members will be Public members and one-third 

will be Representative members. 
b. Public members. 

1. Public members must be voters. 
ii. Public members cannot be members of the Retirement 

System. 
iii. Each Supervisor will appoint a single Public member. 
1v. The Mayor will appoint all other Public members. 
v. Public members can only be removed for cause. 
vi. Public members shall be experienced in life insurance, 

actuarial science, employee pension planning, investment 
portfolio management, labor negotiations, accounting, 
mathematics, statistics, economics, or finance. 

vii. Public members will receive no compensation. 
viii. Four-year term, staggered so that one-fourth of the Public 

members' terms expire each year. 
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ix. No more than two consecutive terms. 
c. Representative members 

i. Mayor's Office representative. 
ii. Board of Supervisors' representative. 
iii. Controller's Office representative. 
iv. Human Resources Department representative. 
v. Safety Unions' representative. 
vi. Miscellaneous Unions' representative. 

5. Committee Costs 
a. The Board of Supervisors will decide how best to fund the 

Committee. 

Recommendation R2.2: That by the end of 2018, the Mayor and Board of 
Supervisors submit a Charter amendment proposition to the voters to add three 
additional public members who are not Retirement System members to the 
Retirement Board. 

FINDING F3: That the Voter Information Pamphlets for retroactive retirement· 
benefit increase propositions between 1996 and 2008 did not prqvide voters with 
complete estimates of the propositions' costs, who would pay those costs, how those 
costs were financed, and what the interest rates were. 

RECOMMENDATION R3.1: That the Elections Commission and the 
· Department of Elections ensure that future Voter Information Pamphlets for 
Retirement System-related propositions provide voters with complete financial 
details. 

RECOMMENDATION R3.2: That by the end of 2018, the Controller's Office 
provide SF residents, employees, and retirees with a description of the City's 
Retirement System that enables them to make informed decisions about it. 

FINDING F4: The Controller and the Retirement System provide extensive reports 
about the Retirement System, but they are too complex for the average citizen, 
employee, or retiree to understand. The data in the Retirement System reports is not 
available to the Retirement System or the public in a dataset, making research and 
analysis more difficult. 

RECOMMENDATION R4.1: That by the end of 2018, the Retirement System 
develop and maintain a dataset based on the data in its actuarial and financial reports 
of the last 20 years, and make that dataset available to the public. 

RECOMMENDATION R4.2: That by the end of 2018, the Controller's Office 
develop and produce an annual Retirement System Report that clearly explains the 
current and projected status of the Retirement System and its effect on the City's 
budget. 
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REQUEST FOR RESPONSES 

FINDING Fl 
That there are multiple causes for the City's $5.81 billion debt to its Retirement 
System, including investment losses ($1.4 billion), a court ruling on 
Supplemental Cost of Living Adjustments (COLAs) in the 2011 Proposition C 
($1.3 billion), and changes 1n demographic assumptions ($1.1 billion). 
However, the principal underlying cause is the estimated $3.5 billion in 
retroactive retirement benefit increases implemented by voter-approved 
propositions between 1996 and 2008. 

RECOMMENDATION R1.1 
That the Mayor and Board of Supervisors fully disclose the financial details of 
any future retirement benefit increases or decreases to the public, 

RECOMMENDATION R1.2 
That by the end of 2018, the Retirement Board produce an annual report for 
the public showing each component of the debt owed by the City to the 
Retirement System, including the full history of each component and 
descriptions of all calculations. 

FINDINGF2 
1) That the City's Retirement System diligently protects the retirement-related 
interests of the City's employees and retirees; 2) that the Retirement Board has 
a majority of members who are also members of the Retirement System (they 
receive, or will receive, pensions); 3) that when it came to retroactive 
retirement benefit increase propositions between 1996 and 2008, the Mayor, 
Board of Supervisors, Retirement Board, and Controller did not fulfill their 
responsibility to watch out for the interests of the City and its residents; and 4) 
that despite previous Retirement System-related propositions (2010 
Proposition D and 2011 Proposition C) that reduced future pension Jj.abilities, 
the Retirement System remains seriously underfunded, threatening the fiscal 
status of the Citv. 
RECOMMENDATION R2.1 
That the Board of Supervisors establish a permanent Retirement System 
Oversight Committee to develop a comprehensive, long-term solution for the 
Retirement System that is fair to both employees and taxpayers, and present it 
to the voters in a proposition by 2018. All options for reducing pension 
liabilities must be considered, including a hybrid Defined Benefit / Defined 
Contribution plan. The details of the committee are: 

· 1. Name: Retirement System Oversight Committee 
2. Purpose 

a. Develop a comprehensive, long-term solution for the 
Retirement System's unfunded liabilities that is fair to both 
employees, retirees, and taxpayers, and present it to voters in a 
proposition by the end of 2018. All options should be on the 
table, including a Hybrid Defined Benefit/ Defined 
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Contribution plan. 
b. Inform and educate the public concerning the finances of the 

Retirement System. 
c. As needed, develop solutions to future problems the 

Retirement System encounters and, if necessary, present them 
to voters in a proposition. All options should be on the table, 
including a Hybrid Defined Benefit / Defined Contribution 
plan. 

d. The Committee shall provide oversight to ensure that (1) 
actions taken by the Retirement System are in the best interest 
of the residents of Sau Francisco; (2) all propositions that 
modify the Retirement System are adequately described to 
voters in the Voter Information Pamphlet. 

e. In furtherance of its purpose, the committee may engage in any 
of the following activities: 

i. Inquire into the actions of the Retirement System by 
reviewing reports, analyses, financial statements, 
actuarial reports, or other materials .related to the 
Retirement System. 

ii. Holding public meetings to review the effect on San 
Francisco residents of actions taken by the Retirement 
System. 

3. Public Meetings 
a. The Board of Supervisors shall provide the committee with any 

necessary technical assistance and shall provide administrative 
assistance in furtherance of its purpose and sufficient resources 
to publicize the conclusions of the committee. 

b. All committee proceedings shall be subject to the California 
Public Records Act (Section 6254, et seq., of the Government 
Code of the State of California) and the City's Sunshine 
Ordinance (Chapter 67 of this Code). The committee shall 
issue regular reports on the results of its activities. A report 
shall be issued at least once a year. Minutes of the proceedings · 

. of the committee and all documents received and reports 
issued shall be a matter of public record and be made available 
on the Board's website. 

4. Membership 
a. Two-thirds of the members will be Public members and one

third will be Representative members. 
b .. Public members. 

1. Public members must be voters. 
ii. Public members cannot be members of the Retirement 

System. 
iii. Each Supervisor will appoint a single Public member. 
1v. The Mayor will appoint all other Public members. 
v. Public members can only be removed for cause. 
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Vl. Public members shall be experienced in life insurance, 
actuarial science, employee pension planning, 
investment portfolio management, labor negotiations, 
accounting, mathematics, statistics, economics, or 
:finance. 

vu. Public members will receive no compensation. 
Vlll. Four-year term, staggered so that one-fourth of the 

Public members' terms expire each year. 
ix. No niore than two consecutive terms. 

c. Representative members 
1. Mayor's Office representative. 
ii. Board of Supervisors' representative. 
iii. Controller's Office representative. 
iv. Human Resources Department representative. 
v. Safety Unions' representative. 
vi. Miscellaneous Unions' representative. 

5. Committee Costs 
a. The Board of Supervisors will decide how best to fund the 

Committee. 

RECOMMENDATION R2.2 
That by the end of 2018, the Mayor and Board of Supervisors submit a Charter 
amendment proposition to the voters to add three additional public members 
who are not Retirement System members to the Retirement Board. 

FINDINGF3 
That the Voter Information Pamphlets for retroactive retirement benefit 
increase propositions between 1996 and 2008 did not provide voters with 
complete estimates of the propositions' costs, who would pay .those costs, how 
those costs were :financed, and what the interest rates were. 

RECOMMENDATION R3.1 
That the Elections Commission and the Department of Elections ensure that 
future Voter Information Pamphlets for Retirement System-related 
propositions provide voters with complete :financial details. 

RECOMMENDATION R3.2 
That by the end of 2018,. the Controller's Office provide SF residents, 
employees, and retirees with a description of the City's Retirement System that 
enables them to make informed decisions about it. 
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FINDINGF4 
The Controller and the Retirement System provide extensive reports about the 
Retirement System, but they are too complex for the average citizen, employee, 
or retiree to understand. The data in the Retirement System reports is not 
available to the Retirement System or the public in a dataset, making research 
and analysis more difficult. RESPONDERS 
RECOMMENDATION R4.1 
That by the end of 2018, the Retirement System develop and maintain a Retirement Board 
dataset based on the data in its actuarial and financial reports of the last 20 Controller 
years, a.nd make that dataset available to the public. 

RECOMMENDATION R4.2 
That by the end of 2018, the Controller's Office develop and produce an 
annual Retirement System Report that clearly explains the current and 

. projected status of the Retirement System and its effect on the City's budget. 
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Appendix A: Sources 

CITY AND COUNTY OF SAN FRANCISCO 

San Francisco Charter (http://www.amlegal.com/codes/client/san-francisco c§{J 

1\rticle XII: Employee Retirement and Health Service Systems 

AppendL"i.'. A: Employment Provisions 

San Francisco Employees' Retirement System 

Website Home Page: http://mysfers.org 

Agendas & :Minutes: http://mysfers.org/about-sfers/agendas-minutes/ 

Publications -Annual Reports: htto:1/mysfers.org/resources/oublications/annual-reoorts/ 

Publications - Actuarial V aluatlon Reports: 
http://mysfers.org/resources/oublications/sfers-actuarial-valuations/ 

Publications-Audited Financial Statements: 
htto://mysfers.org/resources/publications/sfers-audited-financial-statements/ 

Office of the Controller 

Comprehensive Annual Financial Reports (CAFR): 
http://openbook.sfqov.org/webreports/search.aspx?searchString=&year=1986&year2=2017&type=CAFR&index 
=O&index2=4&index3=0 

City Budgets & Reports: . 
http:/ iopenbook. sf gov. org/web reports/search.asox?searchString=& year=1986&year2=2017&type=City8 udqets 
&index=O&index2=3&index3=0 

SF OpenBook: htto://ooenbook.sfqov.org/ 

Proposed Five'."Y eat Financial Plan, FY 2017-18 - 2021-22, 12/ 16 / 2016: 
http:// sfcontrollec orq/sites/default/fi les/Documents/Budget/Five%20Y ear%20Finalicial%20P Ian %20 FY 17 -
18%2Dthrough%20FY21-22%20%28Proposed%29%20FINALodf 

The City's Five Year Financial Plan Update, 3/23/2017: 
http://sfcontroller.org/sites/d efa u It/files/Documents/Budget/FY 17 -
18%20Five%20Year%20PJan%20Uodate%20FINAL%203.23.pdf 
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San F.tancisco Civil Gtand Jw:y 

2008-09 Pensions Beyond Our Ability to Pay: http://civilgrandjury.sfgov.org/2008 2009.html 
2009-10 Pension Tsunami: The Billion Dollar Bubble: http://civilgrandjury.sfgov.org/2009 2010.htrill 

OTHER RESOURCES 

California Actuarial Advisory Panel (CAAP): http://www.sco.ca.gov/caao.html 

Calpensions: https://cafpensions.com/ 

Hoover instltutlon. Hidden Debt, Hidden Deficits: io17 Edition, How Pension Ptomises Ate Consuming 
State ~d Local Bt1dgets: · 
htto://www. hoover.orq/sites/default/files/research/docs/rauh hiddendebt2017 final webreadypdf1 .pdf 

Joint AAA (American Academy of Actu,aries)/SOA (Society of Actuaries) Task Forte on Financial 
Economics and the Actuarial Model, Pension Actuary's Guide to Financial Economics, 2006: 
https://www.soa.org/Files/Sections/actuary-journal-final.pdf 

League of California Cities - Pension Information Center: 
http://www.cacities.org/Policy-Advocacy/Hot-lssues/Pension-lnformation-Center 

tittle Hoover Commission - Pµqlic Pensions for Retirement Security: 
http://www.lhc.ca.gov/studies/204/report204.html 

Los Angeles Times - The Pension Gap: 
htto://www.latimes.com/projects/la-me-pension~crisis-davis-deal/ 

Pension Finance Institute, Financial Economics Ptiri.ciples Applied to Public Pension Plans: 
www.pensionfinance.org/papers/PubPrin.pdf · 

Rockefeller Institute of Government - Governn;ient Finance - Pension Reform: 
http://www.rockinst.org/government finance/pension.aspx 
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Appendix B: Retirement System Propositions 
These are the retroactive retitement benefit increase propositions placed on the ballot by the Board of 
Supervisors between 1996.and 2008. The dollat amounts are the City Controller estimates from the Voter· 
Information Pamphlet for each proposition. The actual costs for the propositions are not reported by the 
Retitement Board or by the Controllds Office. 

Year-Mon Ltr Title $/Year Total $/Year· 
20Years 20Ye~ after 20 

1996 Nov C Recited Employee Benefits n/a n/a n/a 
1996 Nov D Firefighters Retirement Benefits 3;500,000 70,000,000 1,750,000 

1998 Nov A Police Retitei:nent Benefits 3,900,000 78,000,000 2,300,000 

1998 Nov C Paramedic Retirement Benefits 485,000 9,700,000 

2000 Nov C City Worker Retirement Benefits (1fisc) 34,000,000 680,000,000 · 17,000;000 

2002Mar B Cost of living Benefits 19,100,000 382,000,000 7,400,000 

2002 Nov H Police & Fitefightet Retitement Benefits 28,000,000 560,000,000 8,200,000 

2003 Nov F Targeted Eady Retirement n/a n/a n/a 
(Misc 3+3, 1 of 3) 

2003 Nov F Targeted Early Retirement n/a n/a n/a 
(.Misc3+3, 2 of3) 

2003Nov F Targeted Early Retitement n/a n/a rt/a 
(Misc 3+ 3, 3 .of 3) 

2004Nov E Police and Fire Survivor Benefits· 1,000,000 20,000,000 

2008June B New Misc Ret Bfts and Compound COLA 84,000,000 1;680,000,000. 27,000,000 

Totals: 3,479,700,000 63,650,000 

Year-Mon Ltr Title Voter Information Pamphlet 
1996 Nov C Retired Employee Benefits httQs://sfpl4.sfQl.org/pdf/main/gic/elections/November5 

1996short.odf 
1996 Nov .D Firefighters Retirement Benefits httQs://sfQl4.sfQl.org/Qdf/main/gic/elections/November5 

1996short.odf 
1998 Nov A Police Retirement Benefits htt12s://sfQl.org/Qdf/main/aic/elections/November3 1998 

short.ni:lf 
1998 Nov C Paramedic Retitement Benefits https://sfQl.org/Qdf/main/gic/elections/November3 1998 

short;ndf 
2000Nov C City Worker Retirement Benefits htt12s://sfQl.org/12df/main/gic/elections/November7 2000 

(Misc) .pdf 

2002Mar B Cost of living Benefits https://sfQ!4.sfpl.org/Qdf/main/gic/elections/March5 200 
2.odf 

2002 Nov H Police & Firefighter Retirement htt12://sfQl.org/Qdf/main/gic/elections/November5 2002. 

Benefits Qfil 
· 2003 Nov F Targeted Early Retirement httQs'./fsfQl.org/Qdf/main/giclelections/November4 2003 

.ndf 
2004Nov E Police and Fite Survivor Benefits http:/lsfpl. org/Qdf /main/gic/elections/Novern ber2 2004. 

ndf 
2008June B New Misc Ret Bfts.and httQs://sfgl4.sfQLorg/Qdf/main/giclelections/June3 2008. 

Compound COLA Qfil 
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ENDNOTES 

1 San Francisco Charter, Article XII:.Employee Retirement and Heaith Service Systems, and Appendix A: Employment 
Provisions. http://librarv.amle!!al.com/nxt/e:atewav.dll?f=templates&fn=default.htm&vid==amlega[:sanfrancisco ca 

2 :2000 Prop6sition C, Voter Information Pamphlet: https://sfi,1.org/pdf/main/gic/electionstNovember7 2000.odf 

s 2002 Proposition H, Voter Infortnation Pamphlet: hnp://sfpl.org/pdt)main/e:ic/elections/November5 2002.pdf 

4 SFERS Audited Financiai Statements 2006! p11ge 8. ''In order to maintain uie :fi~cal lloµndness of the Plan, employer 
contdbutions were required from the City and County during the yeat ended June 30, 2005. This was the first year: since the 
year ended June 30, 1997 in which employer contributions were required. 

5 June 2008 Proposition B, Voter Information Pamphlet: https://sfpl4.sfpl.ondpdf/main/ek/elections/June3 2008.pdf 

6 SF CGJ 2008-2009 Report: Pensions, Beyond Our ,Ability to Pay: 
http://qivilgrandjury.sfgov .prg/2008 _ 2Q09/Pensions _B,eyond.pdf 

· 7 Office ofthe Controller, Status of the Recommendations by the Civil Grand Jury:2008-09, 2010 t>epartmenfResporises, 
page 11: http://civilgrandjury.sfgov.org/2008_2009/Contro1lersAudit_2008-2009_Report,pdf 

·s SF CGJ 2009~:io l O Report: Pension Tsunami, The Billion Dollar B l!bble: 
http://civilgraridjury .sf gov .org/2009_2010/Pension_Tsunanii.pdf 

9 Office of the Controller, Status of the Recommendations by the Civil Grand Jury2008-09, 2010 Department Responses, 
page 15: http://civilerandjurv.sfaov.org/2009 2010/Controllers Audit 2009-'.WIO Reports.pdf · 

10 2010 Proposition D, Voter Information Pamphlet: https://sfpl4.sfpl.org/pdf/main/aic/elections/June8 2010.pdf 

11 2011 Proposition C, Voter fufonnation Pamphlet: https://sfpl4.sfpl.org/pdf7main/e:ic/elections/november8 2011.pdf 

12 Protect Our Benefits, http://www.protectourbenefits.org/ 

n Allen v. City qf LongBeach (1955) 45 Cal.2d 128, 131 

14 Little Hoover Coi:nmission. Public Pensions for Retirement Security, page v, 
http://,vww.lhc.ca.eov/studies/204/report204.html 

15 GASB 67/()8 i$ the Government Accounting Standards Board Statement No. 67, "Financial Reporting for Retirement. 
Systems", and Statement}{o. 68:f "Accounting and Financial Reporting f'orPe11sio~." 

Hi Budget, Salaries and Benefits data is from SF OpenBook: 
http://openbook.sfoov.or!!/openbooks/c2i-
bin/cognosisapi.dll?b action=cognosVicwcr&ui.action=run&ui.object==/content'foldcr'/oSB%40name%3D%27Reports%,27%, 
5D/repo11%5B%40name%3D%27Bud!!et%27%5D&ui.name:20Bud!!et&run.outputFormat=&run.prompl"'fa1se. 

17 The cumulative rate ofinflation between FY 2007 and FY2616 is 15.8%, according to the US Inflation Calculator . 
(www.usinflationcalculator.com), The 2007 amount is multiplied by 1.158 to adjust it to it.s 2016 equivalent, and th¢n the 
percentage increase is calculated. · · 
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18 The City's Five Year Financial Plan Update, 3/23/2017, page 2: 
http:// sfcontro 11 er .orn:/sites/ default/tiles/Documents/Budget/FY I 7 -
I 8%20Five%20Year%20Plan%20 Update%20 FrNAL<%203 .? 3 .pdf 

· 19 Employee and Retiree counts are from the 2007-2016 .SFERS A,ctuarial Valuation Reports. 
http://mvsfers.onr/resources/publicatiohs/sfcrs-actuarial-valuations/ 

20 City and. Employee Contributions, and Investment Returns are from the 2007~2016 SFERS Actuarial Valuation Reports. 
http://mvsfers.orn/resources/publications/sfers-actuarial-valuations/ 

21 The cumulative rate of inflation between FY2007 and FY 2016 is 15.8%, according to the US Inflation Calculator 
(www.usinflationcakulator.com). The 2007 amount is multiplied by l.158 to adjust it to its 2016 equivalent, and then the 
percentage increase is calculated. 

22 Liability, Assets, and Unfunded amounts are from the 2007-2016 SFERS Actuarial Valuation Reports. 
http://mvsfers:org/resources/oublications/sfers-actuarial-valuations/ . . 

23 The cumulative rate of inflation between FY 2007 and FY 2016 is 15.8%, according to theUS Inflation Calculator 
(ww\v.usinflationcalculator.com). The 2007 amount is multiplied by 1.158 to adjust itto its 2016 equivalent, and then the 
percentage increase is calculated. · 

24 Actuarial Liability is the. differertce between the present value of all future system benefits and the present value of total 
future normal .costs. This is also referred to by some actuaries as the "accrued liability" or ''actuarial accrued liability.'' 
Unfunded Actuarial Liability represents the difference between Actuarial Liability and valuation assets. Thls value is 
sometimes referred to as "unfunded actuarial accrued liability." 

25 The Salary Increase Rate is a combination of the Wage Inflation and Merit Increase percentages; these are Actuarial 
Assumptions. All Actuarial Assumptions are reviewed and set by the Retirement Board each year. 

26 Little Hoover Commission- Public Pensions for Retirement Security: http://www.lhc.ca.gov/studies/204/report204.html 

27 http://gov.ca.gov/docs/Twelve Point Pension Reform l.0.?7.11.pdf 

23 June 2008 Proposition B, Voter lnformation Pamphlet: https://sfpl4.sfpl.org/pdVmain/cic/elections/June3 2008.pdf 

29 SFERS letter from the Executive Director and Acting Actuary tp the Clerk of the Board, 2/11/2008, Re: File No. 071663, 
with attached letter from Towers Perrin, "Estimated Costs of Potential Changes to SFERS Plan Provisions." File name: 
"20080211 _ActuarialAnalysis. pdf." Could not find it online. Request it from the Retirement Board's Secretary. 

30 The Outstanding Balance, Cumulative Interest, and Cumulative Principal are from the 2007-2016 SFERS Actuarial 
Valuation Reports. http://mvsfers.org/resources/publications/sfers-actuarial-valuations/ 

31 SFERS FY 2016 GASB 67/68 Report, page 2. 

32 See Appendix B: Retirement Svstem Propositions. 
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Prepared l :Ben Lee Zhou Contact: ellenzhou8i yyahoo.com 
SEIU 1021 Bargaining Team Member, Retiremend::ommittee 

· Wednesday, October 18th, 2017 

Dear SEIUI 021 members, thank you for trusting me to lead our Retirement Committee. I have 
read seyeral articles written by a retired San Francisco public employee that appear in the 
Westside Observer. Many of his articles are on our Deferred Comp plan, which is also known as a 
457 (b) Plan.· The San Francisco Employees Retirement System (SFERS) selects and monitors 
the company that manages our plan. Currently Prudential Retirement Insurance and Annuity 
Company (PRIAC) acts as our record keeper. Please take your time to study these problems, 
Ifoµnd several facts alarming about our 457 (b) deferred compensation plan: 

L SFERS has never audited our plan, so they really do not know whether Prudential (PRIAC) 
ensured our investments actually were purchased.· If Prudential is just the record keeper, it is 
unclear who or where our assets are actually held. · 
2. Every year SFERS prepares an annual report that includes the values of our deferred comp 
plan. Earlier this year, a retired employee made a public records request to get a copy of the 
deferred comp statements from each mutual fund component. It !Vas learned that SFERS does 
not even receive mutual fund account statements to backup the numbers SFERS reports in 
the annual report. http://mysfers.org/wp-content/uploads/SFERS _AnnualReporl _FYI 6 _ web.pdf 
3. Our plan allows Prudential to buy investments other than the investments you instruct them to 
invest in. Prudential is allowed to buy options, futures, and other derivatives that you may not 
want them to invest in, 
4. When our account was tr~sferred from ING to Great West in 2009, our Stable Value fund 
was deficient over $100 million dollars. Great W~st paid off this deficit by not giving city 
employees their full interest until the $100 millid: loan was paid -off, · 
5. Prudential is charging U:s a fee based on how IDifilY assets we have. If Prudential is charging . 
us a fee based on the alternative investments that Prudential has made with our money, then they 
are overcharging us, 
6. Our fellow San Francisco employees have almost three billion dollars with Prudential. Our 
$3 billion account is not segregated from other cities and corporations accounts. Our account is 
commingled in a pool. Unlike other pooled ~vestments like mutual funds, with our Prudential 
account, every city has a separate contract and agreement with Prudential. SFERS does not get to 
review the other cities' contracts, so SFERS is blind to allowances or restrictions the other cities 
might have given to Prudential. In theory, another city could allow Prudential to invest in salt 
and that salt now becomes partially ours because our investments are not segregated from the 
other cities in the Prudential pooled fund, 
7. Banks proviqe FDIC Insurance and mutual fund investors are protected by SIPC insurance. 
Because our shares are not held at the mutual fund companies, we do ~ot receive the $500,000 
SIPC Insurance protection. 
8.Prudential does not even assign you an account number. This makes it easier for identity 
thieves to access your account 
9. 401k Plan investments are monitored by the Department of Labor. Our deferred comp plan 
is not protected by the Department of Labor and the ERISA law that the Department of 
Labor enforces. 

I found our retired coworkers articles to be complex but frightening. You can go to this link and 
then scan down to his articles on Deferred Comp. How can we advocate to protect our money? 
http://www.westsideobserver.com/news/barberini.html#oct 17 

Prepared by Ellen Lee Zhou_ Contact: ellenzhou888@yahoo.com 
Behavioral Health Clinician, Department. Public Health 
SEIU I 021 Bargaining Team Member, Retirement Committee 
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Carroll, John (BOS) 

- .. om: 
mt. 

(o: . 
Cc: 
Subject: 

Categories: 

Dear Supervisors: 

claire zvanski <czvanski@hotmail.com> 
Wednesday, January 17, 2018 3:42 AM 
Kim, Jane (BOS); Peskin, Aaron (BOS); Breed, London (BOS) 
Carroll, John (BOS) . 
GAO item #3 Grand Jury report 

2018.01.17 - GAO, 170662 

The Retired Employees of the ·city and County of San Francisco (RECCSF) has been representing ALL 

retirees from the City, the Unified School District, the Community College District and the Superior Court since 
the 1950s. We find that the latest Civil Grand Jury Report on the SF Retirement System (SFERS) is sc_heduled 
for review at your committee this morning. 

The RECCSF urges you to reject the findings of the Civil Grand Jury. The SFERS was among the top 5% in 
the nation for returns during the 2016-17 year and is now among the top 2 pension plans in the nation in the 
2017-18 year. The fund is one of the inost stable'and best funded public pension plans in the nation. Clearly, 
the Grand Jury report does. not accurately reflect the investment returns and stability of the fund. 

Unlike a number of other local public pension plans, the SFERS has not changed it's rate of return nor has 
it seen a need to do so since it is easily reaching its rate of return. That also means that 
contribution rates from both employers and employees remain stable and wHI not be increasing. 

We follow the performance of the SFERS very carefully and were dismayed by the clearly skewed report 
of the Civil Grand Jury. RECCSF rejects the findings and recommendations of the report. The Civil Grand Jury 
"port does not accurately reflect the condition, performance and stability of the SFERS and should be 
_jected by you. 

Thank you very much for your consideration of ou_r position and recommendation, 
Claire Zvanski 
President, RECCSF 
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Introduction Form 
By a Member of the Board of Supervisors or the Mayor 

Time stamp 

I hereby submit the following item for introduction (select only .one): or meeting date . 

D · l. For reference to Committee. (An Ordinance, Resolution, Motion, or Charter Amendment) 

D 2. Request for next printed agenda Without Reference to Committee. 

~ 3. Request for hearing on a subject matter at Committee . 

D . 4. Request for letter beginning "Supervisor inquires" ~---------~-------.., 
D 5. City Attorney request. 

D . 6. Call File.No . .-1-------...... , from Committee. 

D 7. Budget Analyst request (attach written motion). 

D 8. Substitute Legislation File No. ~' --'-----~ 

D 9. Reactivate File No.-'-----~ 

D 10. Question(s) submitted for Mayoral Appearance before the BOS on .__ ____________ __, 

Please check the appropriate boxes. The proposed legislation should be forwarded to the following: 

D Small Business Commission D Youth Commission D Ethics Commission 

D Planning Commission D Building Inspection Commi·ssion 

~ote: For the Imperative Agenda (a resolution not on the printed agenda), use a Imperative Form. 

Sponsor(s): 

!clerk of the Board 

Subject: 

Hearing- Civil Grand Jury Report-·The San Francisco Retirement System - Increasing Understanding and Adding 
Noter Oversight 

The text is listed below or attached: 

Hearing on the recently-published 2016-2017 Civil Grand Jury report; entitled "The San Francisco Retirement 
.System- Increasing Understanding and Adding Voter Oversight." 
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