Response to Questions on the 2016 LOBs

Request By: Supervisor Herrity Relevant LOB(s): LOB #5
Question: Provide the legislative staff per capita compared to other jurisdictions.
Response:

Virginia localities structure their respective legislative functions in diverse ways. Some localities
use contractors almost exclusively for legislative services, whereas others employ full-time staff
in addition to contractors or instead of them. As a result, the cost of legislative functions per
capita by jurisdiction may capture different types of expenditures. The chart below summarizes
the per capita costs for several local jurisdictions.

Per Capita Expenditures for Legislative Functions

Fairfax County _ $0.52
Loudoun County _ $0.57
Prince William County _ $0.83

$0.00 $0.20 $0.40 $0.60 $0.80 $1.00 $1.20 $1.40 $1.60

Note: The 2014 American Community Survey population data for each jurisdiction was used for
the per capita calculations. In addition, based on some variations in how expenses are reported,
the total for Prince William County is based on the FY 2016 Adopted Budget and totals for Fairfax
County, the City of Alexandria and Loudoun County are based on FY 2016 actuals.



Response to Questions on the 2016 LOBs

Request By: Supervisor Gross Relevant LOB(s): N/A

Question: Describe how Volunteer Leave has been used since it was added for County
employees.

Response:

Full-time merit employees are eligible to use up to 16 hours of Volunteer Leave per calendar year
(24 hours for full-time 24-hour shift fire protection employees). Merit employees with less than
full-time scheduled hours are eligible for volunteer activity leave on a pro-rata basis. Volunteer
Leave is used to participate in volunteer activities and initiatives that support the neighborhoods
in which employees live and work, including educational and charitable institutions,
religious/faith-based and community service entities.

In calendar year 2015, 2,458 employees used a total of 26,805 hours of Volunteer Leave. As
shown in the chart below, the number of hours used has increased over the last five years.
Statistics are not available to detail the number of hours used by activity. However, employees
have reported that they have used Volunteer Leave to volunteer with organizations such as the
Fairfax County Animal Shelter, the Fairfax County Office of Elections, and the Fairfax County Park
Authority, and at various events such as the Northern Virginia Senior Olympics, the World Police
and Fire Games, and school activities.

Total Volunteer Activity Leave Hours Used
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Response to Questions on the 2016 LOBs

Request By: Supervisor Foust Relevant LOB(s): LOB#314

Question: Describe the different health care options available to retirees, including
Medicare.

Response:

The County offers a number of health care plans for retirees. These plans work as primary
coverage for pre-Medicare retirees. Retirees and covered dependents that are eligible for
Medicare are required to elect and maintain Medicare Part A and Part B coverage to continue
coverage under any of the County medical plans with Cigna or Kaiser. For Medicare retirees,
Medicare is the retiree’s primary medical payer and the County’s plan is the secondary payer,
meaning that Medicare pays first and anything not covered by Medicare is to a large extent
covered by the County plan. Benefit-eligible retirees can select to be covered under the following
County-sponsored plans:

OAP Co-Pay Plan - A co-pay structure medical plan managed by Cigna. This plan offers both in-
network (with access to a national network of providers and facilities) and out-of-network
benefits. Prescription drug coverage is provided to pre-Medicare retirees through the plan, while
coverage for Medicare retirees is provided through the Cigna HealthSprings Rx Employer
Prescription Drug Plan.

OAP 90% and 80% Co-Insurance Plans - Co-insurance medical plans with an annual deductible
managed by Cigna. These plans offer both in-network (with access to a national network of
providers and facilities) and out-of-network benefits. Prescription drug coverage is provided to
pre-Medicare retirees through the plan, while coverage for Medicare retirees is provided through
the Cigna HealthSprings Rx Employer Prescription Drug Plan.

Kaiser-Permanente HMO - A local, medical center-based plan with a co-pay structure for in-
network services only. There is no coverage for services received from out-of-network providers
who do not work at the Kaiser medical centers.

Kaiser-Permanente HMO for Medicare-Eligible Retirees - Kaiser’s Medicare Advantage Plus plan.
As a Medicare Advantage plan, all services, including Part D prescription drugs, are provided
through Kaiser.

In addition to these health plans, benefits-eligible retirees may elect dental insurance, group
term life insurance, and spouse and dependent life insurance. Vision insurance is included in the
County’s medical program and in the medical premium. Retirees must maintain coverage with
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the County in order to be eligible to participate in the County’s plans. Retirees may not reenter
the County plans if they choose to decline coverage under the County plans at any time.

The County’s health plan design generally offers the same plan choices to retirees as are offered
to active employees. However, prescription drug coverage for Medicare retirees is provided
through a group Medicare Part D drug plan, the Cigna HealthSprings Rx Employer Prescription
Drug Plan. This Employer Group Waiver Plan (EGWP) was implemented at the beginning of the
2016 plan year, allowing the County to take advantage of additional subsidies that are more
favorably reflected in the valuation of the County’s liability for other post-employment benefits
(OPEBs). This resulted in a significant decrease in the County’s annual required contribution to
prefund the OPEB liability.

Similar to the changes made with the implementation of the EGWP for Medicare retiree
prescription drug coverage, there are alternative solutions available that the County could
employ to provide medical coverage to Medicare retirees, either through a group-based
approach or an individual market-based approach. A group-based approach allows the County
to retain control of plan design and costs. For example, a group Medicare Advantage plan would
provide opportunities to manage costs in addition to care coordination for its members. A
Medicare Advantage plan has the potential to reduce complexity for the retiree because it
combines two plans, Medicare and the County plan, into one.

Alternatively, in an individual market-based approach the County would relinquish control of plan
design, though members would have access to a greater selection of coverage options. Stable,
cost efficient markets exist for Medicare retirees. Private administrative platforms, or “private
exchanges,” exist to support individual market enrollment and advocacy. While a similar move
to the individual market could also be considered for pre-Medicare retirees, it would not be
recommended for consideration at this time as pre-Medicare retirees would participate in the
public exchanges, which currently are not stable operationally, economically or politically.

Staff will continue to review these and other alternatives as part of the annual process of
considering adjustments to the design of the County’s health plans. Any changes to the design
of the County’s retiree health benefits would require consideration of the potential cost or
savings to both the County and retirees, the disruption that would be experienced by retirees
due to changes in coverage, and the comprehensiveness of the coverage that would be provided
to retirees.
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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%
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*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.



Fairfax County Public Schools (VRS Hybrid with ERFC)*

aso00  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.



