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����� $���������)����������%��� ��)����!������!������!���������������������� $ �����&����������%�������
�� ������������#��������������������)����C;H�����<@=H����)��+��������$�����������$���&��"����������
������$�������������$��� ���%��������������������$������������> �������$���������$���"���8����������
�����!������������"����!��)��+&�
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���������������@@C�)����=�H����������> ������ �����%�)���������������������������!��"�������"���!��&������
��������� ������"����"������$���"���������� �������������"�������%��� �������������������8�F<&C���������
��!���$�������������&��������)���������������"��$��������"�����$��+��������������@@C%���"�������)���������
��������+�����F0<0�$���������!���$���������������������/@H��������� �����������&��������������������������
������� ���������������B�@@C�!�� ���!��������������!�����)�&���������� ��%��������"����������$���"����
$ �����"��������������� ����������������!��������"���$8�������(�$����"�F<������������ �� �����������
�!���������(��/@�"����&�������������������"��� ������)������������8����!���$����������� ���������������;&;?H�
��� ������ ���������%�)��������"������ ������"����#�������������������������������(��<@�"����&��	�������
�����(�%����������������"��� �������+���������������$����	����������$���������$�E	��G��������+����
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�������"������$���"����)������������� ��F0.�$�������$������� ���"����� ����$���"���������$����������
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����
���
�

• 	�!���$���������������@@C�$���������������"���$����������/@H��������� ����������$ �����������
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����$�������� ����������� ������������������������������������$�$�����������������)������H���������"�
���������"�������� ��B��$�����"��$���"$���&����������)�"%���$�$����)���)��+������/@�"����������!�����
$�����"����������> ������0@H����������������������!�����������"&������������������ ����������������������
���� ������<&?H�� ��$�������� �������B��B��!������# ��$����E�9��G&���$���"����)���)��+�����������/@�
"�����$�"�������������)�������$�������������%�������������������$�"������� ������$�)������������"�
������$���%���������������������������������$���&������!���� �������������������������B��B���!����
��$����������������������������)�����������&���������������������������������������L���$���
������$���M�����)���� ���� ������������&�����������)������������ �������������"�����������"�������$���&�

����������
��
�2���!	��3��� !�������2��'����!��	 ��	"#�����!	�$�����!����%����!�&�	 �
��'!'��

Any 52 53 54 55 56 57 58 59 60 61 62 63 64 65
30 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 30
29 58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00 58.00 29
28 56.00 56.00 56.00 56.00 56.00 56.00 56.00 56.00 56.00 56.00 56.00 56.00 56.00 56.00 28
27 51.30 54.00 54.00 54.00 54.00 54.00 54.00 54.00 54.00 54.00 54.00 54.00 54.00 54.00 27
26 46.80 49.40 52.00 52.00 52.00 52.00 52.00 52.00 52.00 52.00 52.00 52.00 52.00 52.00 26
25 42.50 45.00 47.50 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 25
24 38.40 40.80 43.20 45.60 48.00 48.00 48.00 48.00 48.00 48.00 48.00 48.00 48.00 48.00 24
23 34.50 36.80 39.10 41.40 43.70 46.00 46.00 46.00 46.00 46.00 46.00 46.00 46.00 46.00 23
22 30.80 33.00 35.20 37.40 39.60 41.80 44.00 44.00 44.00 44.00 44.00 44.00 44.00 44.00 22
21 27.30 29.40 31.50 33.60 35.70 37.80 39.90 42.00 42.00 42.00 42.00 42.00 42.00 42.00 21
20 24.00 26.00 28.00 30.00 32.00 34.00 36.00 38.00 40.00 40.00 40.00 40.00 40.00 40.00 20
19 28.88 30.02 31.16 32.30 33.44 34.58 35.72 36.86 38.00 19
18 27.36 28.44 29.52 30.60 31.68 32.76 33.84 34.92 36.00 18
17 25.84 26.86 27.88 28.90 29.92 30.94 31.96 32.98 34.00 17
16 24.32 25.28 26.24 27.20 28.16 29.12 30.08 31.04 32.00 16
15 22.80 23.70 24.60 25.50 26.40 27.30 28.20 29.10 30.00 15
14 21.28 22.12 22.96 23.80 24.64 25.48 26.32 27.16 28.00 14
13 Not Eligible to Retire 19.76 20.54 21.32 22.10 22.88 23.66 24.44 25.22 26.00 13
12 18.24 18.96 19.68 20.40 21.12 21.84 22.56 23.28 24.00 12
11 16.72 17.38 18.04 18.70 19.36 20.02 20.68 21.34 22.00 11
10 15.20 15.80 16.40 17.00 17.60 18.20 18.80 19.40 20.00 10
9 16.38 16.92 17.46 18.00 9
8 14.56 15.04 15.52 16.00 8
7 12.74 13.16 13.58 14.00 7
6 10.92 11.28 11.64 12.00 6
5 9.10 9.40 9.70 10.00 5

White areas are reduced for early retirement. Green areas represent normal (unreduced) retirement
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�	���!���!	��� �$������������ ���<@&@/H������������$������������������B��(������&���������"����
��> �����������������$����������$���"���������� ����&������@<�%��������"����
������� �����<<&@<H&�

3��� !���''�����
*����!#�!��+�

�H�����"����������!���&�������������������������������$�$���8�����������!������
������ ��!���.�$�����������$���������&���

�	"#�����!	���� !��%� 9��"���� ����E���B�!����$�G���"��� ������)�������������"����� ����������������
������� ������������������&�

��,!"�"�3��� !�� 0@H������������������ ��!���.�$�������!��������$���������P�
-���!�!�2��!	%� ?�"�����������"����!����
�!�!"�"��
��!��"�����!��

• /@�"�����������!����A���"�����
• �@B�=�"�����������!����A�����?��
• <@B<=�"�����������!����A�����?;�
• ?B=�"�����������!����A�����0��

.	�"�����!��"�����!��
*/���%�'�%�3��� !�+�

• /@�"�����������!����A���"�����
• �@B�C�"�����������!����A���������"�����0@%�����������)���������"�������

���!�����������?�&����+����L� ������C@M&��-����=�"�����������!���%�����?�&�
• ?B<=�"�����������!����A�����0?�

��������!��"����
�%�'�!	��0�'�	���

• ?B<=�"�����������!����A�/H���� ����������"��������"�
• �@B�;�"�����������!����A�?H���� ����������"��������"�
• ����������;�"�����A��D��

	������������	��
��"�����	���!���!	���

?&;?H������������ �����������!����������������<�D/<D<<%�����.&.;H�����
������� �����������!���������E��� ��������������$�� �������� ���"G&��������
�����������"���������# �������������� ������������� ���"����������� �����������!���
������<�D/<D<<&�

��������	���	 ��!'!�!�
�%1���"����*�2��+�

<&?H�� ��$����%�� �#���������0?H�� �����������)��������%�)�����"���$�$����
�����!������ �������������E���G���# ��$��������������������������������� ���������
��)����������������������)�0?H�������������������!��&�

3��� !��2#�!	��� �$�������!��$ ���������� ������"��> �!������)�"����������!������������$����
�������%�)���������������� �������������� $�B� $���"$��������������������
��"$��������� �!�!������� ����������������&�

3!�&%��4���	 �
�	���!���!	���

J������$�$�����)������!�����"����!�����������������$����$�"�)������)�������
������� ������)������������&��'��B!������$�$�����)������!�����"����!���������
��> ��������)������)�������������� ������)������������&���������"Q��������� ������
��)�"����$����)������������&�

�!�!"�"����	4��'�� ������� ��"�!�� ���������$�$���8����� $ ������������� ������)�������������
��$����)�&������$�$���������!������������������������ ��"�!�� �����������������
���� ������ �����������������������B��B���!�������������!����������!�&�

P�� �#�������$���$ $�����)����&��-�������$�������������������������!������%������������� �������������
��������.&/0������������������������+&��
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����+%�����%�����������������������
����� $����%�������������� $������"�)����
�����������;&;?H��!��������� ������ ������
��/@B"���������&������� �����������������
���������������)�����-�� ���<���������&�����
��������%��������"�������%��������"�����
�$���"���������$�+��� ������������)�
������� ����������������"���$����� ������
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�@<@&�
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������)���������� �������������� ��������!���$�������$���������������B���$������������ ������"��������
�(���������������������������$%��������� ������"���������$�#����� ������������8�� ����������������
������ �����&�

2���
2�!	��

����"#�	�
.�4�

����"#�!	�
�&��!�

����+������ 8.25% 8.00% -0.25%

����+����� 8.25% 8.00% -0.25%

���K����� ����������" 8.50% 8.25% -0.25%

��������������� 8.00% 7.50% -0.50%

����-������������"������� ��"��� 8.00% 7.75% -0.25%

���������������"���� 8.00% 7.75% -0.25%

������������ ��"���� 8.25% 8.00% -0.25%

������������� 8.50% 8.00% -0.50%

���������-��� 8.00% 7.50% -0.50%

��������������� $������ 7.50% 7.00% -0.50%

1�)������� 8.00% 7.75% -0.25%

������������� 8.50% 7.75% -0.75%

����������,�� 8.50% 7.75% -0.75%

�����������- 7.25% 7.00% -0.25%

����������� 7.50% 7.00% -0.50%

�������������������-������ 7.50% 8.00% 0.50%

���� ��������� 7.50% 7.25% -0.25%

'�)�1�$��������� 8.50% 7.75% -0.75%

'�)��(������� 8.00% 7.75% -0.25%

'G�������������������� 8.00% 7.50% -0.50%

9������������$���"������ 8.00% 7.75% -0.25%

�����"�!��������� 8.50% 8.00% -0.50%

�����"�!��������� 8.50% 8.00% -0.50%

���������������� 8.25% 7.50% -0.75%

,����������$�����"���$ 7.75% 7.50% -0.25%

J��������������$�����"���$ 7.50% 7.00% -0.50%

*������������������ 8.00% 7.90% -0.10%

*���������������$�����"���$ 7.80% 7.20% -0.60%

�9,������������%�������%��$����7���&������������!�����
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�
*������!���$������� ������!���������)��+�����$��������������������������,&�&������$"���������� �������
�������!������$������@@CB@=����������%�������!���$������$$ ���"���������$�������������"������$������
��� ����!���$������� ��������������!���������$����������&��-����(�$���%������8���!���$����
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��� $�����������������!���$�����������&��������)������������ �����������������(�������$����!���$�����
E�����G����$�/&=@H����/&�@H&���(������������������� ���������$�������> ��"�)�������$�;&C@H����;&.@H%�
�������������������> ��"���� ����)������� �������$�;&;?H����;&<@H&������)��������������������������&��
-�� ���<@����)��������� ������ $����������������$�#�����!���$�������� ���������$�%����� ��������%�
� ��������!���$����%�����*�������&�����������$��������"������"���������������<@B"��������K��&����������$�#���
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����@<@%��������#����������������8�� �����������������������)� ������ ���;&;H&����������� �������
��� $���������/&@H����������&������"�������8���@<<���� ������ $����������������$��������$�(���� ����
��������������� ������;&@H%��������)�����&;?H����������&��������������������$�������� ��������)���@&;@H%�
)��������������E���������B��# ����G���� �������������"�@&.?H&�������������������$����!�����������
��!���$������� ������ $������� �������� �����������+�����������
�

<& ������)�����(����������������&�
�& �����$��������������������L���+B���������%M��&�&%������ ����!����������������������$������(�����

���$���$���"�$��+���� ��&�
/& �����$����������������L���+����$� $�M��!����������+B������������������������������&���

�
��+�"����������������8��� ��������� ������ $�������������)���������������������� ���������������8��
� ���������+B����������E�"������"��������������"�<@B"����,&�&������ �"������"�����G����)��������)������������
��!���&������������+����$� $�����������������!��"���)����+B����������"������������!��"�)��+������������� ���
���������������������&��1�)�!��%����+B����������������(����������������!�����$��������������$"��$���!���
��������-������������!�����������������B���$���������������&������������+B�������������� �������������
�(������������������� ������������������������������&�
�
����� ��������� ���������������������������$��+������ $�������������������)�����������!���$����
���������� ������%�����$�����> �������)�����������$ ���)�����������������!��������������(��������&����
�����������$�������� �����������$ ����������)��+�����������������<@�"������������ ��������$�����$��+���
)��+������������<==@���!��B!�� ������������������$����������������!�� ��������!�������"&������� �%������$�"�
� � ������ ����$������������)������������������ ���&���
�

(��)(��)(��)(��)''''���������	����������������������	����������������������	����������������������	�����������������������������������������
�
������� ���������������!�� ���������%�������!���$������$$ ���"8��� �������(����������������!���$����
��� �����!���������(��<@�"������������)������8���� $���������;&;?H�����"����������"���������������������
�������"��������(���$��������������!�����> ��"&��1�)�!��%�����������������������!������$������K���$ ���
�������������<@�"����%��������$�����������+����������B���$����������!�����$���&��-������������������� ����
�������������� ��$�"�������������!�����������$��� $������������$&�������������������"���������������B���$�
!��)���� ��$������������$������������"���$�������%����������"������������8�� ��������� ������!��"�
���$�������"��!���������<@B"�����������&������������"���������L����$��+����������"������������������������
"� ��������"����!���M���$������$���&�
�
�������������������������������+�������������������������%���������$�������!��������������)���������
���������������������������� ���&���������E�@@?G���$��������������,&�&�����+�$��+������ �������������������
<C@�B�@@/&��1���� �������������!��������� ��������E�&�&%����������B��# ����G������������ ����!���������@@�
"�����������)������)����0&?H�����;&@H&��1��������� ����������� ����)����!��"�������������!�����$�%�
�!�����������)����0&?H�����;&@H��!�����"��������������� ������������@@�"����&���������������(�$�����
����+�$��+������ ������������������������������ ��������������!�������������� ����������+��)����)����
��������������������$�����,&�&���� �������&����������� ��������������!�������/&?H��!��������@@�"����
������%��� ���"��������������������� ����������+�&�
�
��!�����������������������> ��"���� �����!�������������)������ ����%�)��������������)����!������(�����
� � ������ ���������!��������$��������������� ���V��9��������������������$����������������$�"��� �����
���)��)����������$������)����������,&�&�������������!��������� ������%���������������+�$��+���
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��� ���������������"������������)���������$������)��%�� � ������ ������ ������������������"�)��+��&������
,&�&���� ��������������$�������������������������)��������������������������������(�������"&���������� ��%�
����)��+����������� �������)�������)�$�������)�"��������� � ��&��������������������� � ���������������
���)��������������������)�$�����!��������"�� ����������"��������������������������������������������������
�����������������&�������������$����$�������"��������������������%������$�"���$���������������������
� � ������������������)��&����������������������$����������$����������!���$������� �����������
����������"������������������"����$����)���������������"����������������������� ���������������$����&��*����
������!��"���)���"� ������$����������� ������� "��������������E����)����"� �������������������!����
������!��"������)�����G%������������������������������ ��������������)�$�������)�"&�
�
����$�#����� ����B��� $����������������+�����������������������������K�����&���������������������!��)�
������� ������������ ���������!�������)��������������������"%�������!��������)��������������������!��"�
"� ��&�������������%�$ ������������!��������)����������)���#�"����������������!��"������������$���
���)��%��������)���������������������� � �������������&��,&�&���$���������!������������������
��!���$����������������������������������%������� ����"��$�������$��+����� ������&�������$�+���,&�&�����+�
$��+������ �����������������������������)����������,&�&������$"�����$�����������������)�����
�����$������)��&�������������%���������� ����������������!������%��������K���������������� ��������)������
��������%���!��������������������������!���$���������������������������%��� ����� ����������������������
���,&�&������$"��������������)��&������������ ���������������)���&��-�����"%�������!��������)���������
� ����������������� ��� ��������������"����)�����������������!��&����!����������$��������� �������$�"�
)����� "�����������,&�&���$������������������������"����$����)��������&�
�
�������� ��%�)����+��)���������������� ���)�����8����������� � ������ ���%������������� ���������
�!��������������� ����������������� ����)�������������������"���)��&������� �������������������������
��!���$������$$ ���"���������������������������������$�����������������������&��1�)�!��%������
������$�����)������!������������������"������!��!�� �������������+�$��+����������������������������
�����������������!����"���������@@CB@=����������&������+�$��+����������������������������!��!�� ��%����
�������� ������!������$��� ����������� � ������ ���&�����)����������$������)�����������!����������������
� ���������������,&�&��������������������> �����%������)��$������(���������B� ���������� ��������> ������
����������$�����������������������������"�����)������������������������0&?H����;&@H&��������������������������
�&?H%����������� ������0&?H�"����������$�������� ������=&@H&����������������� ���)�������������"���
��������������������?&?H%�������$���������������� ���)� ������������C&@H&��
�
�

4����������3 ���������������������������������������������"����������
�
������������ ���������������� ���������� $������������ � �����!���$������� ������������ ���� � ���
�������������������&���������"%�������������!��������������!�� ���������������������������������!���
��������������������������$������$������������������&����������������)� ���!�� ����������������������+B
������������������%�� �������������������������������� �"������&������������������������������������� ��
�������������� ����������� ������������������+������������)�������������������%�������������������������������
� ����������"���)����$���������%��������+B���������������������������������� ���������&��� ������"%�����
�������������������/@B"��������� �"���������/&<H%�����"����������������B� ������������ ���������
������������"���)������������&������������������� �����������;&;?H�)����/&<H������)���)� ������ ���������
�(���$��"�����������������������!�� ����������8������������&��� ���������������)� ����� �����������8��
� �������������������� ����������"%��������$�������������������%�����������> ������������ �������������&���
�
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'�!"B��(������� ��E�@@=G��(�$�������)��)����������������+B���������� ��������)� ��������������
���������������,&�&��������������������&�����"�����$�������������������������@@C%���� $ ������������������
)����F�&C;���������%� ���������������8�����B� ����������� ���������������%��"������"�CH&��*����'�!"B��(�
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Retiring City 
Wage (2011)

 Retirement 
Income 

(All Sources) 

% to 
Health 
Care

 Retirement 
Income 

(All Sources) 

% to 
Health 
Care

 Retirement 
Income 

(All Sources) 

% to 
Health 
Care

 Retirement 
Income 

(All Sources) 

% to 
Health 
Care

$25,000 27,236$       15% 33,249$       21% 40,748$       29% 50,138$       40%
$35,000 36,324$       11% 44,166$       16% 53,907$       22% 66,056$       30%
$45,000 45,411$       9% 55,084$       12% 67,067$       17% 81,973$       24%
$55,000 54,498$       7% 66,001$       10% 80,227$       15% 97,890$       20%
$65,000 63,722$       6% 77,098$       9% 93,623$       12% 114,119$     17%
$75,000 71,267$       6% 85,983$       8% 104,103$     11% 126,504$     16%
$85,000 79,102$       5% 95,249$       7% 115,087$     10% 139,554$     14%
$95,000 86,937$       5% 104,516$     7% 126,071$     9% 152,604$     13%

$105,000 94,772$       4% 113,783$     6% 137,055$     9% 165,654$     12%
$115,000 102,607$     4% 123,050$     6% 148,039$     8% 178,703$     11%
$125,000 110,442$     4% 132,317$     5% 159,023$     7% 191,753$     10%
$135,000 117,243$     3% 140,222$     5% 168,211$     7% 202,436$     10%

2041, Age 95

$19,856

Projected average Medicare Premiums and Out-of-Pocket Costs for a 2011 retiree

 Assumes the SCERS pension and private savings income grow at 1.5% annually, and Social Security income 
grows at 2.8%.  Health care cost projections from Fronstin, Salisbury & VanDerhei, 2010.  EBRI Issue Brief #351 + 
personal communication to  IDT staff. 

2011, Age 65 2021, Age 75 2031, Age 85

$3,978 $6,859 $11,699
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�������������������������#������������?<�+�����������$������������� �� ����������� ������������
�������%�� ������������!�����+�"����� ���������!��$���"&��������� ������$�����!�������������������"�
����������������$���"�����������<=;?&��,��������������%�$�$�������������!������������������������<&C/H�
����"���%�)����������� �������!���������������� ���������������������������������&�����������������������/@B
"�������������> ������??H���������"&���$�����)� �����!���������������������� ���������������!����
�����������������$����"����%����)��������������"�)� �������������$�(�$ $������������0@&?H&���
�
������������������ ���������$���������$����L� ������C?%M�)�������������"������$�$���������������������
�������)������� ���� ��������������������������0?����)���������������� ���������������!�����> ����C?&�����
�������%������� ��%�)���������������� ���!����������� ������������������%��������!��"������������� ������
���������$���������$�������&��#��������������� �����"�;H����������"�����������"�������$���%��������
��������������� �����������������������������������������������$����������������)��������$�$�����������&�
�
��������������)����)��������$��������������������B��B���!�������������������$����&�
�

52 53 54 55 56 57 58 59 60 61 62 63 64 65
33 60.50 60.50 60.50 60.50 60.50 60.50 60.50 60.50 60.50 60.50 60.50 33
32 58.67 58.67 58.67 58.67 58.67 58.67 58.67 58.67 58.67 58.67 58.67 32
31 56.83 56.83 56.83 56.83 56.83 56.83 56.83 56.83 56.83 56.83 56.83 31
30 55.00 55.00 55.00 55.00 55.00 55.00 55.00 55.00 55.00 55.00 55.00 30
29 49.45 53.17 53.17 53.17 53.17 53.17 53.17 53.17 53.17 53.17 53.17 29
28 44.15 47.74 51.33 51.33 51.33 51.33 51.33 51.33 51.33 51.33 51.33 28
27 39.11 42.57 46.04 49.50 49.50 49.50 49.50 49.50 49.50 49.50 49.50 27
26 34.32 37.66 40.99 44.33 47.67 47.67 47.67 47.67 47.67 47.67 47.67 26
25 29.79 33.00 36.21 39.42 42.63 45.83 45.83 45.83 45.83 45.83 45.83 25
24 25.52 28.60 31.68 34.76 37.84 40.92 44.00 44.00 44.00 44.00 44.00 24
23 21.51 24.46 27.41 30.36 33.31 36.26 39.22 42.17 42.17 42.17 42.17 23
22 17.75 20.57 23.39 26.22 29.04 31.86 34.69 37.51 40.33 40.33 40.33 22
21 14.25 16.94 19.64 22.33 25.03 27.72 30.42 33.11 35.81 38.50 38.50 21
20 11.00 13.57 16.13 18.70 21.27 23.83 26.40 28.97 31.53 34.10 36.67 20
19 15.33 17.77 20.20 22.64 25.08 27.52 29.96 32.40 34.83 19
18 14.52 16.83 19.14 21.45 23.76 26.07 28.38 30.69 33.00 18
17 13.71 15.90 18.08 20.26 22.44 24.62 26.80 28.99 31.17 17
16 12.91 14.96 17.01 19.07 21.12 23.17 25.23 27.28 29.33 16
15 12.10 14.03 15.95 17.88 19.80 21.73 23.65 25.58 27.50 15
14 11.29 13.09 14.89 16.68 18.48 20.28 22.07 23.87 25.67 14
13 Not Eligible to Retire 10.49 12.16 13.82 15.49 17.16 18.83 20.50 22.17 23.83 13
12 9.68 11.22 12.76 14.30 15.84 17.38 18.92 20.46 22.00 12
11 8.87 10.29 11.70 13.11 14.52 15.93 17.34 18.76 20.17 11
10 8.07 9.35 10.63 11.92 13.20 14.48 15.77 17.05 18.33 10
9 10.73 11.88 13.04 14.19 15.35 16.50 9
8 9.53 10.56 11.59 12.61 13.64 14.67 8
7 8.34 9.24 10.14 11.04 11.94 12.83 7
6 7.15 7.92 8.69 9.46 10.23 11.00 6
5 5.96 6.60 7.24 7.88 8.53 9.17 5

White areas are reduced for early retirement. Green areas represent normal (unreduced) retirement
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- ���#�����������E'��$���������$���G� $�������������0?%����� ������C?�E����G�
���!�����������X�C?G��

��� ��������������"�������$���� ;H�����"��������)�� ���������������
���$ $�#���������� ��"� '���&���������������������!�������"�����

���D������B��B���!���������&�
�
�
�������������!��������������� �������������"���$����������������"���������������!��)� ��������� �%�
���� �����?B"����!������%�<&?H�� ��$���������������!������# ��$�����)��������0?H�� �����������)��������%�
� ������!�������)������)���������B������������$���"���������� �����%�������$��������������������
E�����������������!�&�L�M����� ���L:M��������!���������G%��������������"�������$�������!������&�
�
�
�
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• $�)���������� ���������P�
• ���!�����$������������> ��������$��

�������$����������# �������)�����������
��� ���"�

• ��������� ������������������������!����
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�!���������"����%����D������!������������
��$����������
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�������������������������#������������?�������+�����������$������������� �� ����������� ������������
�������&�������������������$�������!�������������!�������������?<%�� ��)����������������������������B����&������
���� �������������!��"���$���������������������*���������8�������������&���
�
,�������������������#������?�%�$�$�������������!�������������������������&@H�����"���%�)���������
��$���������� ������������$ ��������&�����������������������/@B"���������������0@H���������"&���������$���
������$������������ ������L� ������=@%M�)�������������"������$�$�����$�"��������)������� ���� ����
���������������0?����)���������������� ���������������!�����> ����=@&���������%�����������%�<@�"�����������
���������� ����������������&������"�������$������������ ����;H����������"��������"%��������������������
��� �����������������������������������������������$����������������)��������$�$�����������&���
�
��������������)����)��������$��������������������B��B���!�������������������$����&�
�
�
�
�
� �

52 53 54 55 56 57 58 59 60 61 62 63 64 65
30 39.00 43.20 47.40 51.60 55.80 60.00 60.00 60.00 60.00 60.00 60.00 30
29 33.64 37.70 41.76 45.82 49.88 53.94 58.00 58.00 58.00 58.00 58.00 29
28 28.56 32.48 36.40 40.32 44.24 48.16 52.08 56.00 56.00 56.00 56.00 28
27 23.76 27.54 31.32 35.10 38.88 42.66 46.44 50.22 54.00 54.00 54.00 27
26 19.24 22.88 26.52 30.16 33.80 37.44 41.08 44.72 48.36 52.00 52.00 26
25 15.00 18.50 22.00 25.50 29.00 32.50 36.00 39.50 43.00 46.50 50.00 25
24 14.40 17.76 21.12 24.48 27.84 31.20 34.56 37.92 41.28 44.64 48.00 24
23 13.80 17.02 20.24 23.46 26.68 29.90 33.12 36.34 39.56 42.78 46.00 23
22 13.20 16.28 19.36 22.44 25.52 28.60 31.68 34.76 37.84 40.92 44.00 22
21 12.60 15.54 18.48 21.42 24.36 27.30 30.24 33.18 36.12 39.06 42.00 21
20 12.00 14.80 17.60 20.40 23.20 26.00 28.80 31.60 34.40 37.20 40.00 20
19 16.72 19.38 22.04 24.70 27.36 30.02 32.68 35.34 38.00 19
18 15.84 18.36 20.88 23.40 25.92 28.44 30.96 33.48 36.00 18
17 14.96 17.34 19.72 22.10 24.48 26.86 29.24 31.62 34.00 17
16 14.08 16.32 18.56 20.80 23.04 25.28 27.52 29.76 32.00 16
15 13.20 15.30 17.40 19.50 21.60 23.70 25.80 27.90 30.00 15
14 12.32 14.28 16.24 18.20 20.16 22.12 24.08 26.04 28.00 14
13 Not Eligible to Retire 11.44 13.26 15.08 16.90 18.72 20.54 22.36 24.18 26.00 13
12 10.56 12.24 13.92 15.60 17.28 18.96 20.64 22.32 24.00 12
11 9.68 11.22 12.76 14.30 15.84 17.38 18.92 20.46 22.00 11
10 8.80 10.20 11.60 13.00 14.40 15.80 17.20 18.60 20.00 10
9 11.70 12.96 14.22 15.48 16.74 18.00 9
8 10.40 11.52 12.64 13.76 14.88 16.00 8
7 9.10 10.08 11.06 12.04 13.02 14.00 7
6 7.80 8.64 9.48 10.32 11.16 12.00 6
5 6.50 7.20 7.90 8.60 9.30 10.00 5

White areas are reduced for early retirement. Green areas represent normal (unreduced) retirement
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- ���#�����������E'��$���������$���G� $�������������0?%����� ������=@�E����G�
���!�����������X�=@G�

��� ��������������"�������$���� ;H�����"��������)�� ���������������
���$ $�#���������� ��"� '���&���������������������!�������"�����
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���� �����?B"����!������%�<&?H�� ��$���������������!������# ��$�����)��������0?H�� �����������)��������%�
)������)���������B������������$���"���������� �����%�������$��������������������E�����������������!�&�
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• $�)���������� ���������P�
• �$���"������������!��������������������$��
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• ���!�����$������������> ��������$��

�������$����������# �������)�����������
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����������"�� ������!������������������%�
�!���������"����%����D������!������������
��$����������
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• <@�$����"��������������������!�� ���� ����
��������E ���������0?G�

• '������"�������$����� ����"�
• '��L/@�"���������� �M����!������)����

 ���� �����������������"�����
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�
����� �������������������������#�����������������+�����������$������������� �� ����������� ������������
�������%�� ��$�+���$��������� ����������"��������������$��+�"������������!��$���"&���
�
,���������� ������������������#�����%�$�$�������������!������������������������<&00H�����"���&�������
����������������/@B"���������������?@H���������"&���$�����)� �����!���������������������� ����������
���!�����������������(�$����"����%����)��������������"�)� ���������������������������������0@H���������"&��
�������$���������$������������ ������L� ������=@%M�)�������������"������$�$�����$�"��������)�������
 ���� �������������������0?����)���������������� ���������������!�����> ����=@&���������%�����������%�<@�
"��������������������� ����������&������"�������$������������ ����;H����������"��������"%�����������������
������ �����������������������������������������������$����������������)��������$�$�����������&���
�
��������������)����)��������$��������������������B��B���!�������������������$����&�
� �

52 53 54 55 56 57 58 59 60 61 62 63 64 65
36 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 36
35 58.33 58.33 58.33 58.33 58.33 58.33 58.33 58.33 58.33 58.33 58.33 35
34 52.70 56.67 56.67 56.67 56.67 56.67 56.67 56.67 56.67 56.67 56.67 34
33 47.30 51.15 55.00 55.00 55.00 55.00 55.00 55.00 55.00 55.00 55.00 33
32 42.13 45.87 49.60 53.33 53.33 53.33 53.33 53.33 53.33 53.33 53.33 32
31 37.20 40.82 44.43 48.05 51.67 51.67 51.67 51.67 51.67 51.67 51.67 31
30 32.50 36.00 39.50 43.00 46.50 50.00 50.00 50.00 50.00 50.00 50.00 30
29 28.03 31.42 34.80 38.18 41.57 44.95 48.33 48.33 48.33 48.33 48.33 29
28 23.80 27.07 30.33 33.60 36.87 40.13 43.40 46.67 46.67 46.67 46.67 28
27 19.80 22.95 26.10 29.25 32.40 35.55 38.70 41.85 45.00 45.00 45.00 27
26 16.03 19.07 22.10 25.13 28.17 31.20 34.23 37.27 40.30 43.33 43.33 26
25 12.50 15.42 18.33 21.25 24.17 27.08 30.00 32.92 35.83 38.75 41.67 25
24 12.00 14.80 17.60 20.40 23.20 26.00 28.80 31.60 34.40 37.20 40.00 24
23 11.50 14.18 16.87 19.55 22.23 24.92 27.60 30.28 32.97 35.65 38.33 23
22 11.00 13.57 16.13 18.70 21.27 23.83 26.40 28.97 31.53 34.10 36.67 22
21 10.50 12.95 15.40 17.85 20.30 22.75 25.20 27.65 30.10 32.55 35.00 21
20 10.00 12.33 14.67 17.00 19.33 21.67 24.00 26.33 28.67 31.00 33.33 20
19 13.93 16.15 18.37 20.58 22.80 25.02 27.23 29.45 31.67 19
18 13.20 15.30 17.40 19.50 21.60 23.70 25.80 27.90 30.00 18
17 12.47 14.45 16.43 18.42 20.40 22.38 24.37 26.35 28.33 17
16 11.73 13.60 15.47 17.33 19.20 21.07 22.93 24.80 26.67 16
15 11.00 12.75 14.50 16.25 18.00 19.75 21.50 23.25 25.00 15
14 10.27 11.90 13.53 15.17 16.80 18.43 20.07 21.70 23.33 14
13 Not Eligible to Retire 9.53 11.05 12.57 14.08 15.60 17.12 18.63 20.15 21.67 13
12 8.80 10.20 11.60 13.00 14.40 15.80 17.20 18.60 20.00 12
11 8.07 9.35 10.63 11.92 13.20 14.48 15.77 17.05 18.33 11
10 7.33 8.50 9.67 10.83 12.00 13.17 14.33 15.50 16.67 10
9 9.75 10.80 11.85 12.90 13.95 15.00 9
8 8.67 9.60 10.53 11.47 12.40 13.33 8
7 7.58 8.40 9.22 10.03 10.85 11.67 7
6 6.50 7.20 7.90 8.60 9.30 10.00 6
5 5.42 6.00 6.58 7.17 7.75 8.33 5

White areas are reduced for early retirement. Green areas represent normal (unreduced) retirement
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����1"����������$�+������ �� �������������������� ���������������������������&����������$����������������
�������-����������$��������������$���"���������������������*���������8�������/��������������������
�������$���"���&������1"������������$����������������������� �����E��G������)��������������#�������
E�#G������������������� ���"������������K���������� �������������������&����������%������)����������������
��$�������!�����������$�����������$����� ��)����+�"����������������������� ������������"%���!���$�������+%�
���������!��"����+&�
�

����������������0��1������	���	����������������0��1������	���	����������������0��1������	���	����������������0��1������	���	����
�
,����������#���$������%�$�$�������������!������������������������<&@H�����"���&�����������������������
/@H���������������/@�"�����������!���&���$�����)� ����������!����������������)��+���!�������������
"������������������$�(�$ $������������/?H&���������$���������$������������ ������L� ������C?%M�)�����
��������"������$�$�����$�"��������)������� ���� �������������������0?����)���������������� ������������

52 53 54 55 56 57 58 59 60 61 62 63 64 65
35 35.00 35.00 35.00 35.00 35.00 35.00 35.00 35.00 35.00 35.00 35.00 35
34 34.00 34.00 34.00 34.00 34.00 34.00 34.00 34.00 34.00 34.00 34.00 34
33 33.00 33.00 33.00 33.00 33.00 33.00 33.00 33.00 33.00 33.00 33.00 33
32 32.00 32.00 32.00 32.00 32.00 32.00 32.00 32.00 32.00 32.00 32.00 32
31 31.00 31.00 31.00 31.00 31.00 31.00 31.00 31.00 31.00 31.00 31.00 31
30 30.00 30.00 30.00 30.00 30.00 30.00 30.00 30.00 30.00 30.00 30.00 30
29 26.97 29.00 29.00 29.00 29.00 29.00 29.00 29.00 29.00 29.00 29.00 29
28 24.08 26.04 28.00 28.00 28.00 28.00 28.00 28.00 28.00 28.00 28.00 28
27 21.33 23.22 25.11 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27.00 27
26 18.72 20.54 22.36 24.18 26.00 26.00 26.00 26.00 26.00 26.00 26.00 26
25 16.25 18.00 19.75 21.50 23.25 25.00 25.00 25.00 25.00 25.00 25.00 25
24 13.92 15.60 17.28 18.96 20.64 22.32 24.00 24.00 24.00 24.00 24.00 24
23 11.73 13.34 14.95 16.56 18.17 19.78 21.39 23.00 23.00 23.00 23.00 23
22 9.68 11.22 12.76 14.30 15.84 17.38 18.92 20.46 22.00 22.00 22.00 22
21 7.77 9.24 10.71 12.18 13.65 15.12 16.59 18.06 19.53 21.00 21.00 21
20 6.00 7.40 8.80 10.20 11.60 13.00 14.40 15.80 17.20 18.60 20.00 20
19 8.36 9.69 11.02 12.35 13.68 15.01 16.34 17.67 19.00 19
18 7.92 9.18 10.44 11.70 12.96 14.22 15.48 16.74 18.00 18
17 7.48 8.67 9.86 11.05 12.24 13.43 14.62 15.81 17.00 17
16 7.04 8.16 9.28 10.40 11.52 12.64 13.76 14.88 16.00 16
15 6.60 7.65 8.70 9.75 10.80 11.85 12.90 13.95 15.00 15
14 6.16 7.14 8.12 9.10 10.08 11.06 12.04 13.02 14.00 14
13 Not Eligible to Retire 5.72 6.63 7.54 8.45 9.36 10.27 11.18 12.09 13.00 13
12 5.28 6.12 6.96 7.80 8.64 9.48 10.32 11.16 12.00 12
11 4.84 5.61 6.38 7.15 7.92 8.69 9.46 10.23 11.00 11
10 4.40 5.10 5.80 6.50 7.20 7.90 8.60 9.30 10.00 10
9 5.85 6.48 7.11 7.74 8.37 9.00 9
8 5.20 5.76 6.32 6.88 7.44 8.00 8
7 4.55 5.04 5.53 6.02 6.51 7.00 7
6 3.90 4.32 4.74 5.16 5.58 6.00 6
5 3.25 3.60 3.95 4.30 4.65 5.00 5

White areas are reduced for early retirement. Green areas represent normal (unreduced) retirement
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April 9, 2012 

Mr. John McCoy, MPA 
Legislative Analyst, Council Central Staff 
Inter-Departmental Team 
City of Seattle  
Legislative Department  
600 Fourth Avenue, 2nd Floor  
Seattle, WA 98104 
 
Subject: Seattle City Employees’ Retirement System Plan Redesign Study 
 
Dear Mr. McCoy: 
 
In response to rising contribution rates, the City of Seattle has formed an Inter-Departmental Team 
(IDT) to investigate possible alternative pension plan designs for the Seattle City Employees’ 
Retirement System.  The IDT has been charged with developing alternative plan designs for new 
hires that continue to provide a meaningful benefit for employees at reduced cost to employees, the 
City and taxpayers.  The IDT has identified five alternative plan designs for consideration.  This 
study analyzes the potential short and long-term impact of implementing the five alternatives. 
 
All calculations were based on the member and financial data, and the actuarial assumptions and 
methods, used in preparing the January 1, 2011 actuarial valuation except where otherwise 
specifically indicated.  All projections were performed on an open group basis assuming the 
active member population remains stable (rather than grows at one percent per year) and the 
Retirement System’s Board follows an actuarial funding policy (rather than a flat percentage of 
payroll) using a 30-year closed amortization period.   We have assumed that the annual 
administrative costs of 0.40% of payroll contained within the Defined Benefit normal cost rate 
continue for all plans (whether Defined Benefit, Hybrid or Defined Contribution only). 

Other Comments 

Our calculations are based upon assumptions regarding future events, which may or may not 
materialize.  Please bear in mind that actual results could deviate significantly from our 
projections, depending on actual plan experience. 

All of our work conforms with generally accepted actuarial principles and practices, and with the 
Actuarial Standards of Practice issued by the Actuarial Standards Board. Our work is intended to 
describe the financial and actuarial effect of the proposed plan changes on the retirement plan 
only.  No statement contained herein is intended to be interpreted as a recommendation in favor 
of any of the proposed changes or in opposition to them. 

 



Mr. John McCoy 
Seattle City Employees’ Retirement System 
Page 2 
 

 

The undersigned are members of the American Academy of Actuaries and meet all of the 
Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained herein.  All of the undersigned are experienced in performing valuations for large 
public retirement systems.  This communication should not be construed to provide tax advice, 
legal advice or investment advice.  Please let us know if we can answer any questions regarding 
this analysis. 

Respectfully submitted, 
Gabriel, Roeder, Smith & Company 
 
 
 
 
Mark Randall, FCA, EA, MAAA 
Executive Vice President 
 
 
 
Diane Hunt, FCA, FSA, EA, MAAA 
Consultant 
 

 
Dana Woolfrey, ASA, EA, MAAA 
Consultant 
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A-1 

The five design alternatives developed by the IDT include three standard defined benefit 
alternatives, one hybrid design which has both defined benefit and defined contribution 
components, and one purely defined contribution design.  For the defined benefit portion, the 
main design items that were altered were the: 
 

 Benefit Multiplier 
 Maximum Years of Service used in calculating Retirement Benefit 
 Final Average Salary Calculation Period 
 Retirement Eligibility 
 Age at Which an Employee Reaches Eligibility for Full Benefit and Corresponding Early 

Retirement Reductions 
 Minimum Benefit  
 Employee Contribution Rates 

 
Under the Defined Benefit Alternatives, the employer is assumed to contribute the Annual 
Required Contribution (ARC), assuming a 30 year closed amortization period.   
 
Under the Defined Contribution Alternative, the employer contributes 4.0% of salary and the 
employee contributes 8.0% of salary.  Employee and employer contributions are deposited in an 
individual investment account.  The balance is used to provide benefits at retirement.  The design 
reduces both employee and employer cost.  In addition, the design moves investment risk from 
the employer to the employee.  However, moving the risk from employer to employee may 
provide less predictable income at retirement. 
 
The projections shown in this report are based upon the following assumptions and methods: 

 An open-group 30-year projection method is used with the population count remaining 
stable 

 A 30-year closed amortization funding method is used, assuming 1% population growth. 
 Payroll is assumed to grow at 4% per year, per the current valuation assumption. 
 Implications to the Annual Required Contribution of closing the defined benefit plan to 

new entrants have not been included.   Therefore, additional studies should be performed 
prior to implementation to ensure that all other aspects and implications have been 
considered. 

 
The key components of the benefit design alternatives are summarized on the following page.  
The benefit multipliers provided at retirement based on age and service are shown in the 
appendix. 
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Seattle City Employees’ Retirement System Section A 
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While replacement ratios are useful in evaluating the adequacy of benefits provided to employees, 
other factors such as the cost to the employees and employers of funding the benefits and risk-sharing 
must be considered, as well.   
 
Section B provides a summary of the costs of the alternative plan designs under the current discount 
and investment return assumption of 7.75% per annum, assuming only new entrants enter the 
proposed plan while current active members remain in the existing plan.   
 
Section C provides a summary of the costs of the alternative plan designs under the current discount 
and investment return assumption of 7.75% per annum, assuming new entrants enter the proposed 
plan and current active members are given a one-time option to enter the new plan.  The results show 
the cost sensitivity of assuming 0%, 5%, and 15% of the current entrants choosing to enter the new 
plan and contribute at the new plan level.  The accrued benefits for current active participants who 
choose to enter the new plan would be protected and the accrued liability associated with those 
benefits would be unchanged. 
 
Section D shows the impact of varying the investment return/discount rate assumption on the long-
term employer normal cost, the cumulative dollar savings and the ARC on the various plan designs. 
 
The Appendix provides projection details for the proposed plans under various scenarios for the 
investment/discount rate and current members opting into the new plan. 
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The analysis contained in this section is based on the valuation data as of January 1, 2011, and 
assumes that the alternative benefit provisions affect new entrants only.  Active members hired prior 
to January 1, 2011, continue accruing benefits under the provisions currently in effect.  Although an 
implementation date of January 1, 2011 is not feasible, the results can be translated to an alternative 
implementation date.  The cost savings will be similar based on the number of years from 
implementation.  For example, if the actual implementation date is January 1, 2014, we would 
expect the cost savings five years after implementation (January 1, 2019) to be similar to the cost 
savings at January 1, 2016.   
 
All projections are done using an annual discount rate and investment rate of 7.75 percent; the same 
as the valuation assumption.  Although the 1.00 percent population growth assumption was used in 
the calculation of the amortization payment of the unfunded liabilities, the projection of the 
population assumed that the active population remained stable.  The projections were performed 
assuming a funding policy of paying the actuarially-determined Annual Required Contribution 
based on a 30-year closed amortization period. 
 
In looking at the cost of a particular plan design, it is illustrative to look at the long-term normal 
cost rate.  The normal cost rate is the annual cost as a percentage of pay to provide benefits being 
accrued by active members.  The employee contribution rate and the employer long-term normal 
cost rates shown below represent the normal cost rates in 50 years.  At that point, all of the members 
covered under the current benefit provisions will no longer be in active status and the active 
population will be entirely covered under the new benefit provisions.  If there were no unfunded 
liabilities at that point and all assumptions were met, these annual rates would cover the cost of 
benefits. 
 
Currently there is an unfunded liability of roughly $900 million on a market value basis, and this 
shortfall must be made up through additional contributions.  Projections based on a 30-year closed 
amortization funding policy show that in addition to the normal cost, an additional 8.5-8.7% of 
payroll must be contributed to pay off the unfunded liability. 
 

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

Employee Contribution Rate 10.03% 9.00% 9.00% 8.00% 9.00% 8.00%

Employer Long-Term Normal Cost* 4.96% 2.84% 2.53% 2.04% 3.85% 4.00%

Employer Paid Amortization of Unfunded 
Liability Over 30-Year Funding Period**

8.51% 8.50% 8.49% 8.51% 8.72% 8.73%
 

 
*Employer normal costs include the defined benefit normal cost (net of employee contributions), 0.40% for 
administrative costs, and employer contributions to the defined contribution plan. 
 
**Excludes initial 2 years during phase in of investment losses.  Goes to 0% after 30 years if all actuarial 
assumptions are met and benefit provisions are unchanged. 
 
Comparing these results with the replacement ratios in the prior Section shows the trade-offs 
between cost and benefit adequacy for the various proposals. 
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Another measure that was examined in the projections was a cumulative dollar savings which was 
developed by summing up the required employer (ER) and employee (EE) contributions over time, 
including investment earnings on those contributions.  The two exhibits below show the cumulative 
contribution requirements and then the cumulative contribution savings as compared to the current 
plan.  All scenarios use a level percent of pay amortization of the unfunded liability on the open 
group payroll.  If the Defined Benefit Plan were closed and the Defined Contribution Plan 
implemented for new entrants, it may be necessary to use a level dollar amortization.  That would 
accelerate funding into the Defined Benefit Plan and increase the employer’s contribution 
requirement near-term.  For the current stages of examining the plan designs, we have used a 
consistent amortization methodology for all scenarios for an “apples to apples” comparison of the 
costs of the plan designs.      

 

ER EE ER EE ER EE ER EE ER EE ER EE

5 $555.9 $461.7 $544.8 $453.8 $544.3 $453.8 $540.6 $446.2 $549.3 $453.7 $556.5 $446.0
10 1,429.2 1,135.5 1,371.3 1,101.7 1,368.4 1,101.7 1,349.3 1,069.0 1,395.7 1,100.9 1,407.9 1,067.9
15 2,841.9 2,214.0 2,681.3 2,126.4 2,671.9 2,126.4 2,620.8 2,041.6 2,752.8 2,124.0 2,769.5 2,038.6
20 5,066.6 3,902.3 4,718.4 3,718.5 4,693.6 3,718.5 4,587.3 3,540.4 4,883.6 3,713.0 4,908.7 3,533.7
25 8,497.8 6,502.9 7,836.1 6,158.8 7,779.7 6,158.8 7,587.1 5,825.3 8,174.1 6,148.8 8,221.0 5,812.9
30 13,501.9 10,460.5 12,350.1 9,861.4 12,237.9 9,861.4 11,918.5 9,279.7 12,993.8 9,845.1 13,102.0 9,259.6

 Y
ea

rs
 F

ro
m

 Im
pl

em
en

ta
tio

n Cumulative Dollar Contribution Amounts ($ in millions)

Current
Modest

DB 1
Modest

DB 2 Substantial DB Hybrid* DC*

 

ER EE ER EE ER EE ER EE ER EE

5 $11.1 $7.9 $11.6 $7.9 $15.3 $15.5 $6.6 $8.0 -$0.6 $15.7
10 58.0 33.8 60.8 33.8 79.9 66.5 33.6 34.6 21.4 67.6
15 160.6 87.5 170.0 87.5 221.1 172.4 89.1 90.0 72.4 175.4
20 348.2 183.8 373.0 183.8 479.3 362.0 183.0 189.3 157.9 368.7
25 661.7 344.1 718.1 344.1 910.7 677.7 323.7 354.1 276.8 690.0
30 1,151.7 599.1 1,263.9 599.1 1,583.4 1,180.9 508.0 615.4 399.8 1,200.9

 Y
ea

rs
 F

ro
m

 Im
pl

em
en

ta
tio

n Cumulative Dollar Savings Over Current Plan Provisions ($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid* DC*

 
*Employee contribution savings under the two Modest Change Defined Benefit Plans and Hybrid 
Plan Benefit would be the same (all assume 9% employee contribution rates).  Similarly, the 
employee contribution savings under the Substantial Change Defined Benefit Plan and the Defined 
Contribution would be the same (all assume 8% employee contribution rates).  Minor differences in 
the timing of the pay used in the defined benefit and defined contribution portion of the projection 
result in the differences shown.  
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The following exhibit shows the actuarially-determined Annual Required Contribution based on 
the 30-year closed amortization policy, both as a percent of payroll and a dollar amount.  Since 
we are assuming only new entrants are affected by the new plan designs, all plans start at the 
same contribution requirement at January 1, 2011.  Over time, as the lower new entrant normal 
costs and liabilities become a bigger portion of total costs, the effect of the new plan designs 
becomes more apparent.  In valuation year 2041, it is estimated that the unfunded liabilities have 
been paid off and the observed drop in the required contribution rate from 2036 to 2041 is due to 
the elimination of the amortization payment. 
 

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 21.1% 21.1% 21.1% 21.1% 21.1% 21.1%
2016 23.4 22.3 22.3 21.7 22.6 22.2
2021 23.6 21.8 21.7 20.8 22.3 21.6
2026 23.7 21.4 21.3 20.1 22.2 21.3
2031 23.8 21.1 20.9 19.5 22.1 21.2
2036 23.5 20.6 20.4 19.0 22.0 21.3
2041 14.3 11.3 11.0 9.6 12.5 11.9

Annual Required Contribution as a Percent of Total Payroll
(DB and DC Components Combined)

Valuation 
Year

 
 

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 $102.8 $102.8 $102.8 $102.8 $102.8 $102.8
2016 159.5 153.2 153.1 149.5 154.8 153.3
2021 195.4 181.3 180.8 173.2 185.3 180.6
2026 239.1 216.3 215.1 203.2 223.6 216.0
2031 291.6 259.0 256.6 240.4 271.0 261.1
2036 352.5 309.7 305.6 285.1 328.9 317.9
2041 259.3 206.3 200.9 175.3 227.6 216.0

Annual Required Contribution ($ in millions)
(DB and DC Components Combined)

Valuation 
Year
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Under the assumed contribution policy (annual required contribution is contributed, 30-year-
closed amortization), the funded ratio projection shown below does not provide a lot of 
information on which to distinguish the plans.  All designs trend to 100% in 30 years in a similar 
manner.  The exhibits above, which show the cost of getting to 100% funded, are more 
illustrative. 
 

Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 74.8% 74.8% 74.8% 74.8% 74.8% 74.8%
2016 70.7 70.6 70.6 70.6 70.4 70.3
2021 75.1 74.8 74.8 74.6 73.8 73.1
2026 79.9 79.2 79.2 78.8 77.5 75.6
2031 85.7 84.7 84.6 84.0 82.3 79.0
2036 92.5 91.7 91.6 91.0 89.5 85.5
2041 100.3 100.2 100.2 100.2 100.2 100.1

Funded Ratio of Defined Benefit Plan
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In addition to covering new hires under the alternative benefit designs, the IDT would consider 
allowing a one-time election for current active members into the new plan.  The benefits accrued to 
date under the current provisions would be protected, and they would accrue benefits under the new 
plan, prospectively.  The members electing the lower benefits under the new DB plan provisions 
would do so in order to contribute the lower employee rate, or in the case of the Hybrid or DC 
options, to be able to invest their contributions and receive a portable benefit.  At the request of the 
IDT, we have analyzed the impact to the plans if 5% or 15% of current active members opt into the 
new plans.  It is our opinion that 5% election into the plan is the more likely scenario.  It may be the 
case that very few members opt into the new plans, and that the costs would be very similar to the 
“Only New Entrants Affected Scenario”.   
 
We have shown the cumulative dollar savings and projected annual required contribution rates 
assuming the various election percents (0%/5%/15%).  The long-term normal cost rates would not 
change from the current active member election. 
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ER EE ER EE ER EE ER EE ER EE
5 $11.1 $7.9 $11.6 $7.9 $15.3 $15.5 $6.6 $8.0 -$0.6 $15.7

10 58.0 33.8 60.8 33.8 79.9 66.5 33.6 34.6 21.4 67.6
15 160.6 87.5 170.0 87.5 221.1 172.4 89.1 90.0 72.4 175.4
20 348.2 183.8 373.0 183.8 479.3 362.0 183.0 189.3 157.9 368.7
25 661.7 344.1 718.1 344.1 910.7 677.7 323.7 354.1 276.8 690.0
30 1,151.7 599.1 1,263.9 599.1 1,583.4 1,180.9 508.0 615.4 399.8 1,200.9

 Y
ea

rs
 F

ro
m

 Im
pl

em
en

ta
tio

n Cumulative Dollar Savings Over Current Plan Provisions
Only New Entrants Affected ($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid DC

 

ER EE ER EE ER EE ER EE ER EE
5 $15.6 $9.5 $17.6 $9.5 $21.8 $19.1 $9.8 $9.6 $1.0 $19.3

10 70.4 37.3 77.7 37.3 97.7 74.1 42.4 38.1 29.6 75.1
15 184.5 93.6 203.0 93.6 255.3 185.3 106.2 96.0 90.5 188.2
20 388.8 193.3 430.1 193.3 537.5 382.1 212.4 198.5 190.9 388.5
25 727.0 358.3 810.8 358.3 1,004.4 707.9 371.6 367.8 332.3 719.6
30 1,252.4 620.1 1,407.8 620.1 1,727.6 1,225.2 582.5 635.5 487.5 1,244.2

 Y
ea

rs
 F

ro
m

 Im
pl

em
en

ta
tio

n Cumulative Dollar Savings Over Current Plan Provisions if 
5% of Current Active Members Elect Into New Plan ($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid DC

 

ER EE ER EE ER EE ER EE ER EE
5 $24.8 $12.6 $29.8 $12.6 $34.8 $26.2 $16.3 $12.8 $4.2 $26.3

10 95.3 44.4 111.6 44.4 133.2 89.4 60.1 45.1 46.0 90.3
15 232.2 105.8 269.1 105.8 323.6 211.3 140.5 107.9 126.7 213.9
20 470.1 212.3 544.1 212.3 653.8 422.5 271.4 217.0 256.9 428.3
25 857.7 386.8 996.3 386.8 1,191.7 768.3 467.6 395.3 443.5 778.7
30 1,453.8 662.0 1,695.5 662.0 2,016.2 1,313.8 731.5 675.8 662.8 1,330.8

 Y
ea

rs
 F

ro
m

 Im
pl

em
en

ta
tio

n Cumulative Dollar Savings Over Current Plan Provisions if 
15% of Current Active Members Elect Into New Plan ($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid DC
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Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 21.1% 21.1% 21.1% 21.1% 21.1% 21.1%
2016 23.4 22.3 22.3 21.7 22.6 22.2
2021 23.6 21.8 21.7 20.8 22.3 21.6
2026 23.7 21.4 21.3 20.1 22.2 21.3
2031 23.8 21.1 20.9 19.5 22.1 21.2
2036 23.5 20.6 20.4 19.0 22.0 21.3
2041 14.3 11.3 11.0 9.6 12.5 11.9

Annual Required Contribution as a Percent of Total Payroll
Only New Entrants Affected

(DB and DC Components Combined)

 
 

Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 21.1% 20.9% 20.8% 20.7% 20.9% 20.8%
2016 23.4 22.2 22.1 21.5 22.5 22.0
2021 23.6 21.7 21.5 20.6 22.2 21.5
2026 23.7 21.3 21.1 19.9 22.1 21.2
2031 23.8 21.0 20.7 19.4 22.0 21.1
2036 23.5 20.6 20.2 18.9 21.9 21.2
2041 14.3 11.3 11.0 9.6 12.5 11.9

Annual Required Contribution as a Percent of Total Payroll If
5% of Current Active Members Elect Into New Plan

(DB and DC Components Combined)

 
 

Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 21.1% 20.4% 20.3% 20.1% 20.6% 20.4%
2016 23.4 21.8 21.6 21.0 22.2 21.6
2021 23.6 21.4 21.2 20.2 22.0 21.2
2026 23.7 21.1 20.8 19.6 21.9 21.0
2031 23.8 20.8 20.5 19.1 21.9 20.9
2036 23.5 20.4 20.0 18.7 21.8 21.0
2041 14.3 11.3 11.0 9.6 12.5 11.9

Annual Required Contribution as a Percent of Total Payroll If
15% of Current Active Members Elect Into New Plan

(DB and DC Components Combined)
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The analyses shown in sections B and C assume a discount rate and investment earnings of 7.75 
percent.  The 7.75 percent return is based on the expected long-term return on plan assets.  However, 
if the assets earn more or less than the assumptions, then the actual cost to provide benefits will vary 
accordingly.  In addition, if the discount rate is increased or decreased from the current assumption, 
the DB plan liabilities will decrease or increase, respectively, impacting the ARC and therefore, the 
timing of the defined contributions into the plans.  At the request of the IDT, we have performed 
similar analyses assuming alternative discount rate and investment earnings assumptions: 
 

 7.75% (same as those results shown in Section B) 
 4.00% 
 6.00% 
 7.00% 
 8.00% 
 9.00% 

 
At lower investment earnings rate assumptions, the plans containing a Defined Contribution 
component will look more attractive from an employer cost perspective.  However, the tradeoff comes 
in the form of lower benefits to employees at retirement.  
 

Discount 
Rate

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

4.00% 35.02% 27.34% 26.32% 23.00% 21.73% 12.00%
6.00% 21.85% 17.14% 16.58% 14.46% 15.89% 12.00%
7.00% 17.54% 13.81% 13.41% 11.68% 13.98% 12.00%
7.75% 14.99% 11.84% 11.53% 10.04% 12.85% 12.00%
8.00% 14.25% 11.27% 10.98% 9.57% 12.53% 12.00%
9.00% 11.71% 9.31% 9.12% 7.95% 11.41% 12.00%

Long-Term Total Normal Costs*

 
 
*Includes employer normal cost and employee contributions. 
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ER EE ER EE ER EE ER EE ER EE
5 $11.1 $7.9 $11.6 $7.9 $15.3 $15.5 $6.6 $8.0 -$0.6 $15.7

10 58.0 33.8 60.8 33.8 79.9 66.5 33.6 34.6 21.4 67.6
15 160.6 87.5 170.0 87.5 221.1 172.4 89.1 90.0 72.4 175.4
20 348.2 183.8 373.0 183.8 479.3 362.0 183.0 189.3 157.9 368.7
25 661.7 344.1 718.1 344.1 910.7 677.7 323.7 354.1 276.8 690.0
30 1,151.7 599.1 1,263.9 599.1 1,583.4 1,180.9 508.0 615.4 399.8 1,200.9

 Y
ea

rs
 F

ro
m

 Im
pl

em
en

ta
tio

n Cumulative Dollar Savings Over Current Plan Provisions Using 7.75% Discount Rate 
($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid DC

 

ER EE ER EE ER EE ER EE ER EE
5 $31.2 $7.4 $34.0 $7.4 $47.0 $14.5 $58.6 $7.5 $93.5 $14.7

10 153.8 29.5 167.6 29.5 231.4 58.1 287.4 30.3 481.8 59.0
15 398.9 71.2 437.4 71.2 600.3 140.2 741.9 73.3 1,259.8 142.8
20 808.1 138.6 893.6 138.6 1,216.9 272.8 1,493.6 142.8 2,549.1 278.0
25 1,430.9 239.1 1,597.6 239.1 2,156.7 471.0 2,626.3 246.2 4,494.6 479.7
30 2,306.9 381.8 2,598.7 381.8 3,479.2 752.9 4,202.2 392.0 7,204.3 765.5

 Y
ea

rs
 F

ro
m

 Im
pl

em
en

ta
tio

n Cumulative Dollar Savings Over Current Plan Provisions Using 4% Discount Rate 
($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid DC

 

ER EE ER EE ER EE ER EE ER EE
5 $18.2 $7.6 $19.5 $7.6 $26.6 $15.0 $25.3 $7.8 $33.3 $15.2

10 92.8 31.7 99.7 31.7 135.5 62.4 127.8 32.5 192.7 63.4
15 249.3 79.4 269.6 79.4 363.7 156.3 339.6 81.7 529.6 159.1
20 523.1 160.7 571.4 160.7 763.6 316.3 703.5 165.5 1,112.0 322.3
25 960.3 289.0 1,060.8 289.0 1,403.0 569.2 1,272.2 297.5 2,023.8 579.6
30 1,609.7 482.1 1,795.7 482.1 2,352.0 950.3 2,091.2 495.1 3,334.8 966.3
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n Cumulative Dollar Savings Over Current Plan Provisions Using 6% Discount Rate 
($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid DC
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ER EE ER EE ER EE ER EE ER EE
5 $13.8 $7.8 $14.6 $7.8 $19.6 $15.3 $13.7 $7.9 $12.3 $15.5

10 71.3 32.9 75.7 32.9 101.3 64.7 70.1 33.7 87.8 65.7
15 195.0 83.9 208.6 83.9 276.7 165.3 187.9 86.3 253.0 168.2
20 416.8 173.4 450.8 173.4 591.4 341.4 392.1 178.6 541.9 347.8
25 780.2 319.0 854.1 319.0 1,107.6 628.2 712.4 328.3 994.5 639.7
30 1,335.8 545.0 1,477.7 545.0 1,895.5 1,074.2 1,171.4 559.8 1,633.1 1,092.4

 Y
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rs
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m

 Im
pl

em
en

ta
tio

n Cumulative Dollar Savings Over Current Plan Provisions Using 7% Discount Rate 
($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid DC

 

ER EE ER EE ER EE ER EE ER EE
5 $10.2 $7.9 $10.7 $7.9 $14.0 $15.6 $4.5 $8.1 -$4.5 $15.8

10 54.0 34.1 56.3 34.1 73.4 67.1 22.5 34.9 1.1 68.2
15 150.2 88.8 158.3 88.8 204.2 174.8 58.6 91.3 16.5 177.9
20 327.1 187.5 349.1 187.5 444.5 369.1 117.0 193.0 36.5 376.0
25 624.6 353.0 675.8 353.0 848.7 695.3 198.4 363.3 44.9 707.9
30 1,093.3 618.7 1,196.4 618.7 1,483.2 1,219.3 289.1 635.5 -8.3 1,240.0
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m

 Im
pl

em
en
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tio

n Cumulative Dollar Savings Over Current Plan Provisions Using 8% Discount Rate 
($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid DC

 

ER EE ER EE ER EE ER EE ER EE
5 $7.4 $8.0 $7.5 $8.0 $9.5 $15.9 -$3.0 $8.2 -$18.1 $16.1

10 39.7 35.3 40.5 35.3 50.5 69.6 -17.4 36.2 -71.7 70.7
15 112.5 94.0 116.1 94.0 142.8 185.1 -53.9 96.6 -189.8 188.3
20 249.7 203.0 261.5 203.0 316.5 399.7 -132.2 209.0 -423.0 407.0
25 486.5 391.7 517.4 391.7 615.8 771.5 -288.5 403.0 -858.5 785.4
30 871.0 705.1 938.2 705.1 1,098.2 1,389.5 -589.2 724.3 -1,650.3 1,413.2
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m

 Im
pl

em
en

ta
tio

n Cumulative Dollar Savings Over Current Plan Provisions Using 9% Discount Rate 
($ in millions)

Modest
DB 1

Modest
DB 2 Substantial DB Hybrid DC
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Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 21.1% 21.1% 21.1% 21.1% 21.1% 21.1%
2016 23.4 22.3 22.3 21.7 22.6 22.2
2021 23.6 21.8 21.7 20.8 22.3 21.6
2026 23.7 21.4 21.3 20.1 22.2 21.3
2031 23.8 21.1 20.9 19.5 22.1 21.2
2036 23.5 20.6 20.4 19.0 22.0 21.3
2041 14.3 11.3 11.0 9.6 12.5 11.9

Annual Required Contribution as a Percent of Total Payroll
Only New Entrants Affected - 7.75% Discount Rate and Investment Return

(DB and DC Components Combined)

 
 

Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 48.2% 48.2% 48.2% 48.2% 48.2% 48.2%
2016 50.5 48.1 47.9 46.7 46.2 43.0
2021 50.8 46.6 46.3 44.2 43.5 38.0
2026 51.2 45.7 45.1 42.5 41.6 34.4
2031 51.4 44.9 44.2 41.2 40.3 31.9
2036 51.1 44.0 43.1 40.0 39.2 30.2
2041 33.7 26.5 25.5 22.3 21.4 12.3

Annual Required Contribution as a Percent of Total Payroll
Only New Entrants Affected - 4.00% Discount Rate and Investment Return

(DB and DC Components Combined)

 
 

Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 31.5% 31.5% 31.5% 31.5% 31.5% 31.5%
2016 33.8 32.3 32.2 31.5 31.9 30.5
2021 34.2 31.6 31.4 30.1 30.8 28.4
2026 34.5 31.0 30.8 29.1 30.1 27.1
2031 34.7 30.6 30.2 28.3 29.7 26.2
2036 34.5 30.1 29.6 27.6 29.3 25.8
2041 20.9 16.5 16.0 14.0 15.6 12.0

Annual Required Contribution as a Percent of Total Payroll
Only New Entrants Affected - 6.00% Discount Rate and Investment Return

(DB and DC Components Combined)

 



Seattle City Employees’ Retirement System Section D 
Plan Redesign Study  
 

 
 

D-6 

Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 25.2% 25.2% 25.2% 25.2% 25.2% 25.2%
2016 27.5 26.3 26.3 25.6 26.3 25.5
2021 27.8 25.7 25.6 24.5 25.8 24.4
2026 28.0 25.3 25.1 23.7 25.4 23.8
2031 28.1 24.9 24.7 23.1 25.2 23.4
2036 27.9 24.5 24.1 22.5 25.1 23.3
2041 16.8 13.3 12.9 11.2 13.6 11.9

Annual Required Contribution as a Percent of Total Payroll
Only New Entrants Affected - 7.00% Discount Rate and Investment Return

(DB and DC Components Combined)

 
 

Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 19.8% 19.8% 19.8% 19.8% 19.8% 19.8%
2016 22.0 21.1 21.0 20.5 21.4 21.1
2021 22.2 20.6 20.5 19.6 21.2 20.7
2026 22.4 20.2 20.0 18.9 21.1 20.5
2031 22.4 19.8 19.6 18.4 21.1 20.5
2036 22.1 19.4 19.1 17.8 21.0 20.6
2041 13.6 10.8 10.5 9.2 12.2 11.9

Annual Required Contribution as a Percent of Total Payroll
Only New Entrants Affected - 8.00% Discount Rate and Investment Return

(DB and DC Components Combined)

 
 

Valuation 
Year

Current Modest
DB 1

Modest
DB 2

Substantial 
DB

Hybrid DC

2011 15.0% 15.0% 15.0% 15.0% 15.0% 15.0%
2016 17.1 16.3 16.3 15.9 17.0 17.0
2021 17.2 15.9 15.8 15.1 17.0 17.1
2026 17.2 15.4 15.4 14.4 17.0 17.2
2031 17.1 15.1 14.9 13.9 17.1 17.5
2036 16.8 14.6 14.4 13.4 17.0 17.7
2041 11.1 8.9 8.7 7.6 11.1 11.8

Annual Required Contribution as a Percent of Total Payroll
Only New Entrants Affected - 9.00% Discount Rate and Investment Return

(DB and DC Components Combined)
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2011 - 2012 Statement of Legislative Intent 
Approved 

 
Tab Action Option Version 
108 2 A 2 

Budget Action Title:  Develop a Sustainable Retirement Benefit 
 

Councilmembers:  Budget Committee; Godden 
 

Staff Analyst: John McCoy 
 
 

Budget Committee Vote: 
Date Result SB BH SC TR JG NL RC TB MO 

11/12/2010 Pass  9- Y Y Y Y Y Y Y Y Y 
 
 

Statement of Legislative Intent: 

The City of Seattle needs to find ways to make its employee retirement benefits more sustainable 
and affordable to the taxpayers and to employees themselves.  The 2011-2012 Budget raises 
contributions from 16.06% of regular payroll to 20.06%, a dollar increase of nearly $24 million per 
year across all City funds.  Employees will pay half of this, contributing 10.03% of their pay.  The 
increase, while necessary, is probably insufficient to amortize the Retirement Fund's long-term 
shortfall, and future budgets are likely to require further increases. 

In 2011, the City Council wishes to develop alternative policy options for the Seattle City Employees' 
Retirement System (SCERS).  These policies will involve benefit changes for new hires and other 
system improvements designed to bring down the cost of the retirement benefit while maintaining 
the City's competitiveness as an employer.  To that end: 

 Council requests the creation of an Inter-Departmental Team (IDT), with representation from 
Council Central Staff, the City Budget Office, the Retirement Office, Finance and 
Administrative Services, and the Personnel Department. 
 

 The IDT is directed to consult with relevant stakeholders in 2011, including the Mayor, the 
City Council, employees, labor unions, the SCERS Board of Administration and taxpayers 
about the cost and features of the retirement benefit.   
 

 The IDT is directed to deliver a report to the Mayor, City Council, and SCERS Board of 
Administration no later than February 15, 2012 outlining system improvements and possible 
policy changes for new hires, along with the potential cost savings they would bring.  
 

 The SCERS Board of Administration is requested to deliver its recommendations for policy 
changes by March 15, 2012. 
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 The report’s findings and Board policy recommendations will be considered for legislation in 
2012 and implementation effective January 1, 2013. 
 

 A related budget action adds $250,000 of General Subfund appropriation to the Finance 
General Reserves Budget Control Level in 2011.  These funds are for the IDT’s costs of 
developing the report, including specialized consulting resources that may be required, such 
as actuarial scoring of alternate benefit designs.  The Retirement Office is requested to 
devote whatever staff resources are necessary to participate actively in the process.  A future 
budget supplemental may allocate these or additional costs to other City funds, such as the 
utilities, which have the largest share of SCERS enrollment. 
 

Background 

SCERS provides retirement and disability benefits to most City employees who are not in a separate 
Police or Firefighter pension system.  The Retirement Fund is supplied by City contributions and 
payroll deductions from City employees.  These funds are invested by the SCERS Board of 
Administration in a variety of stock, bond, real estate and other instruments in order to grow and 
provide sufficient resources to pay the promised benefits.  The Retirement Fund currently has about 
$1.7 billion in assets invested. 

Following the market dislocations of 2008 and the recent economic recession, state and local 
jurisdictions across the country are finding that their retirement funds are not as well capitalized as 
they should be.  SCERS is no exception, having fallen from a 92% funding ratio at the beginning of 
2008 to a 62% funding ratio at the beginning of 2010.1  As a result of these market losses and longer 
employee lifespans, the system's unfunded liabilities for already-earned benefits total about $1 
billion.  While there is no near-term risk of running out of money to pay promised benefits, the City 
must take steps to address these long-run liabilities.  The 2011-2012 Proposed Budget raises 
contributions to the Retirement Fund from the current 16.06% of regular payroll to 20.06% over the 
biennium, an increase of nearly $24 million per year over 2010 contribution rates.  This contribution 
is currently paid in equal shares by employees and the City.   

Actuarial projections show that this proposed increase will not amortize the system's unfunded 
liabilities over 30 years.2 To do that, contributions would need to increase to over 25% of payroll.  
And even that calculation assumes that the SCERS investment portfolio will earn average annual 
returns of 7.75% going forward.  Nationally, analysts are questioning the return rates that 
retirement systems can realistically achieve in the current market.   

                                                      
1 To put this statistic in context, retirement analysts regard a funding ratio above 80% and stable or improving as a "safe" 
level.  SCERS is still better capitalized than many comparable major city systems.  Also, SCERS faced a similar funding 
ratio coming out of the early 1980s recession.  Contribution rates were increased at that time, and the funding ratio 
improved slowly over more than a decade, buoyed by strong investment performance, eventually surpassing 100%.   
2 A 30-year amortization is not a requirement.  Rather, it is one possible accounting standard recommended by the 
SCERS Actuary. 
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SOURCE: Retirement office annual reports and records.

 

Over the past 30 years, the Retirement Fund has earned an annual average return of 9.3%.  
However, most of the strongest years were back in the 1980s.  Over the past 20 years, the average 
return was just 6.8%, and over the past 10 years, which saw two major market downturns, the 
return has averaged just 2.0%, lower even than the inflation rate over the same period.  In the wake 
of 2008, the SCERS Board of Administration is redesigning its investment allocation strategy to 
improve returns and reduce risk.  It is noteworthy that all of the potential portfolios that the Board 
had to choose from at a recent Investment Committee meeting were projected to earn slightly less 
than the actuarial assumption of 7.75% on a 30-year compounded basis. 

A sensitivity analysis in the 2010 Actuarial Report showed that the investment return is by far the 
most important factor driving the City’s retirement costs.  Should the investment portfolio continue 
to fall short of 7.75% to a significant degree and over a significant length of time, it is not unrealistic 
to expect that the SCERS pension contributions would rise to more than 25% of payroll.  At today's 
staffing levels, each 1% of payroll requires about $12 million per year in combined contributions 
from employees and the City.  

CONCLUSION:  The contribution rate increases in the 2011-2012 Proposed Budget take a significant 
step toward amortizing the City's unfunded pension liabilities, but they do not guarantee success.  
Significant risks remain that the City's unfunded retirement liabilities will increase, placing additional 
burden on City budgets.  A new approach is needed.
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Cost Containment Study Workplan 

As the IDT conducts its research and consults with stakeholders, the City Council is interested in 
answering the following questions and generating the following analyses: 

 How does Seattle’s retirement benefit compare to those offered by other public and private 
entities?  What level of benefits is necessary to make the City competitive as an employer? 
 

 What market return can SCERS reasonably expect to earn going forward, and what implications 
does that have for the affordability of retirement benefits?  Essentially, how much are 
employees, the City, and the taxpayers willing to pay for retirement benefits? 
 

 Since any changes made now are likely to endure for future generations, what employment 
patterns are young people entering the workforce today likely to experience, and what style of 
retirement benefit would serve them best?  How can the City optimize any tradeoffs between 
flexibility/portability and retirement security? 
 

 What percentage of pre-retirement income should the City’s retirement benefit aim to replace? 
Given increasing employee lifespans, what is a reasonable age to begin receiving retirement 
benefits?  
 

 What alternate plan designs appear promising?  The City Council would like to approach plan 
design holistically, taking into account the multiple sources of retirement income (pension, Social 
Security, and other retirement accounts) available to employees as part of a complete retirement 
package.  Among the alternatives, Council would like see presented: 
 

1. An option with modest changes to the current SCERS defined benefit (DB) plan on such 
policy dimensions as: 
 

� The minimum retirement age and length-of-service combinations at which 
employees are eligible to begin receiving benefits, perhaps including incentives 
for later retirement; 

� The percentage of pay provided in retirement; 
� The interest rate paid on employee contributions; 
� Adjustments to annual cost-of-living updates. 

 
2. An option with more substantial policy changes to the SCERS defined benefit plan. 

 
3. One or more hybrid plans such as the one available to Federal employees.  These would 

feature both a defined benefit pension and a defined contribution (DC) account, like the 
Thrift Savings Plan, possibly with a City match on employee contributions.  The 
guaranteed pension component would replace a lower level of pre-retirement income 
than SCERS currently does, to be supplemented by the DC account, which would provide 
employees with more control over their savings level and desired retirement income. 
 

4. A defined contribution-only plan with a City match on employee contributions.  The 
report should present the likely investment options that would be available to 
employees, a discussion of how this plan shifts the burden of investment performance 
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risk, and a discussion of the added portability/flexibility that such plans bring. 
 

 What savings could be achieved by changing the retirement policy? What transition costs must 
be planned for?  For each plan design, the report should present actuarial analyses that project 
the City's required total contribution rate as a percentage of regular payroll over a range of 
investment performance scenarios.  The result would be a chart in the following style (the figures 
below are for illustrative purposes only): 3 
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 Should some employees (particularly newer members of SCERS who are not yet vested) have the 
option to choose between the old and new systems?  

The Council expects that the IDT will have convened stakeholders and selected its consultants for this 
report by June 1, 2011.  The report to Mayor and Council is due February 15, 2012.  The SCERS Board of 
Administration should make its recommendations to Mayor and Council by March 15, 2012.  Mayor and 
Council will consider legislative proposals in Spring-Summer 2012, with a potential effective date on or 
about January 1, 2013. 

                                                      
3 The chart is meant to represent the future “normal” cost of various retirement benefit designs over a range of 
investment performance scenarios.  Such plan changes, if implemented for new hires, would not change the costs 
associated with unfunded liabilities on already-earned benefits for current SCERS members and retirees.  Any overall 
savings to the City would be gradual and incremental, as a generation of employees cycles through the new benefit. 
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