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Response to Questions on the 2016 LOBs
Request By: Chairman Bulova Relevant LOB(s): LOB #311

Question: Compare retirement income for a similar employee in the FCPS Supplemental
Retirement System and the County’s Employees’ Retirement System.

Response:

The attached charts include a reproduction of the chart on slide 47 of the LOBs presentation on
compensation (http://www.fairfaxcounty.gov/dmb/lob/2016/lobs-compensation-
presentation.pdf), which illustrates projected retirement benefit payments for a hypothetical
non-uniformed County merit employee covered under Plan D of the Employees’ Retirement
System (ERS), and similar charts illustrating the projected retirement benefit payments if the
same hypothetical employee were covered under the current Fairfax County Public Schools
(FCPS) retirement plans. Three charts are attached, depicting the following:

e Attachment 1 — County retiree under ERS Plan D with an employee contribution of 5.33
percent of salary.

e Attachment 2 — FCPS retiree contributing the minimum employee contribution of 8
percent of salary. It should be noted that only 7 percent of FCPS employees covered
under the VRS Hybrid Plan have opted to contribute more than the minimum amount. As
a result, this chart is the most accurate representation of current enrollees.

e Attachment 3 — FCPS retiree contributing the maximum employee contribution of 12
percent.

It should be noted that the attached charts were constructed using similar assumptions in order
to provide a comparison of retirement income. As the assumptions were developed based on
the County’s pay scale and the County’s typical new hire and retirement demographics, the
hypothetical scenario depicted is not representative of a typical FCPS employee. For example,
the projections utilize a starting salary of $56,750 (24 percent of an S-21 pay grade) with a hire
age of 37. For FCPS, the average new hire in the VRS Hybrid Plan is age 34 with a starting salary
of $47,140. Additionally, because of the differentials in the employee contribution rates, FCPS
employees pay a higher portion of the overall benefit than County employees.

Retirement benefits for County employees under ERS include a base benefit as well as a pre-
Social Security supplement that is payable from retirement until the retiree reaches normal Social
Security retirement age. Employee contributions to ERS are 4 percent for members of Plan C and
5.33 percent for members of Plan D.
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Retirement benefits for FCPS employees are provided through a combination of the Virginia
Retirement System (VRS) Hybrid Plan and the Educational Employees’ Supplementary Retirement
System of Fairfax County (ERFC). VRS Hybrid Plan benefits include a defined benefit (DB)
component with an employee contribution of 4 percent and a defined contribution (DC)
component funded by employee contributions of between 1 and 5 percent with matching
employer contributions of between 1 and 3.5 percent. ERFC benefits are a supplemental DB plan
with an employee contribution of 3 percent. Total retirement contributions to VRS and ERFC by
FCPS employees range between 8 and 12 percent depending on the DC voluntary contribution
level selected by the employee. Due to the range of potential DC contribution levels, the
attached charts for FCPS retirement benefits depicts the retirement income attributable to an
employee contributing only the mandatory 1 percent DC contribution in dark blue, while the
additional retirement income attributable to contributing up to an additional 4 percent in
voluntary DC contributions is shown in light blue.

The scenario used for these charts is an employee hired in 2016 at age 37 with a starting salary
equal to 24 percent of the County’s S-21 pay grade. The employee is assumed to retire in 2043
at age 64, with no promotions during the employee’s 26 years of service and annual market rate
adjustments of 1.5 percent. Contributions to the VRS DC plan are assumed to be invested with 7
percent annual returns during the period of active employment and 3 percent annual returns
during retirement. The DC balance has been added to annual retirement income as a level
amount under the assumption that the balance will be depleted at age 90. Annual retiree cost-
of-living adjustments are assumed to be 1.5 percent for ERS and the DB component of VRS, 3.0
percent for ERFC (the minimum ERFC COLA), and 1.0 percent for Social Security. These
assumptions represent one possible scenario, and others could be constructed based on different
assumptions that would result in alternative projections of retirement income.

The attached charts show a 12 year projection of retirement benefits for the hypothetical County
and FCPS employees.

e The projected benefit for the County retiree (Attachment 1) is smoothed as a result of the
pre-Social Security supplement, so that the initial benefit of $94,993 at age 64 is similar
to the total benefit including Social Security of $101,693 at age 67. This employee
contributed 5.33 percent of salary during their active employment.

e The projected benefit for the FCPS employee contributing the minimum amount to the
VRS defined contribution plan (Attachment 2) is $61,275 at age 64. The benefit increases
to $100,017 when Social Security is included at age 67. A Social Security leveling option
is available to FCPS retirees that would increase the VRS DB annuity before receiving
Social Security benefits and decrease it after, resulting in a more level total retirement
income over time. This employee contributed 8.00 percent of salary during their active
employment.

e The projected benefit for the FCPS employee contributing the maximum amount to the
VRS defined contribution plan (Attachment 3) is $82,037 at age 64. The benefit increases



to $120,779 when Social Security is included at age 67. The Social Security leveling option
is also available for this employee, resulting in a more level total retirement income over
time. This employee contributed 12.00 percent of salary during their active employment.



Attachment 1

Fairfax County (Employees' Retirement System)*

160,000 Projected Retirement Benefit with Employee Contribution of 5.33%

$150,000
$140,000
$130,000

$38,030

$120,000
431,664 31,664 $31,664

R TX I 1 16,430>118.227 i
$100,000
$90,000
$80,000
$70,000
$60,000 $63,329 [l 64,279 [l 565,243
$50,000
$40,000
$30,000
$20,000
$10,000
S0

2040- 2041- 2042- 2043- 2044- 2045- 2046- 2047- 2048- 2049- 2050- 2051- 2052- 2053- 2054 -
Age 61 Ageb62 Age63 Age6d4d Ageb65 Age66 Age67 Age68 Age69 Age70 Age71 Age72 Age73 Age74 Age75

$73,496

Annual Salary/Benef

HSalary M Base Retirement Benefit Pre-SS Supplement M Social Security

*Assumes new hire in 2016 at age 37 with a starting salary of $56,750. Assumes no promotions during the employee’s 26 years of service and annual market rate adjustments of 1.5 percent. Retirement
is assumed at age 64 in 2043. Annual retiree cost-of-living adjustments are assumed to be 1.5 percent for ERS and 1.0 percent for Social Security.
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Fairfax County Public Schools (VRS Hybrid with ERFC)*
Projected Retirement Benefit with Employee Contribution of 8%
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Attachment 2
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*Does not represent a typical FCPS retiree. Assumes new hire in 2016 at age 37 with a starting salary of $56,750. Assumes no promotions during the employee’s 26 years of service and annual market
rate adjustments of 1.5 percent. Retirement is assumed at age 64 in 2043. Annual retiree cost-of-living adjustments are assumed to be 1.5 percent for the DB component of VRS, 3.0 percent for ERFC
(the minimum ERFC COLA), and 1.0 percent for Social Security. Contributions to the VRS DC plan are assumed to be invested with 7 percent annual returns during the period of active employment and
3 percent annual returns during retirement, and the balance has been added to annual retirement income as a level amount under the assumption that the balance will be depleted at age 90.



Attachment 3

Fairfax County Public Schools (VRS Hybrid with ERFC)*

160,000 Projected Retirement Benefit with Employee Contribution of 12%
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*Does not represent a typical FCPS retiree. Assumes new hire in 2016 at age 37 with a starting salary of $56,750. Assumes no promotions during the employee’s 26 years of service and annual market
rate adjustments of 1.5 percent. Retirement is assumed at age 64 in 2043. Annual retiree cost-of-living adjustments are assumed to be 1.5 percent for the DB component of VRS, 3.0 percent for ERFC
(the minimum ERFC COLA), and 1.0 percent for Social Security. Contributions to the VRS DC plan are assumed to be invested with 7 percent annual returns during the period of active employment and
3 percent annual returns during retirement, and the balance has been added to annual retirement income as a level amount under the assumption that the balance will be depleted at age 90.



