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2025-2026 Budget at a Glance

» Development of the budget

» Administrative expense breakdown

» Sources of funds

» Uses of funds

» Proposed administrative budget

» Personnel services analysis

» Non-personnel/equipment analysis

» Professional services analysis

» Medical services analysis

» Analysis and comparisons to other CA plans




Development of the Federated City Employees’
Retirement System FY25-26 Proposed Budget

The Proposed Budget is broken down into the following categories:

»  Sources of Funds

o City contributions - Estimated based on the contribution rates and total covered
payroll shown in the actuarial reports for June 30, 2024

o Participant income - Estimated based on the contribution rates and total covered
payroll shown in the actuarial reports for June 30, 2024
o Investment income - Calculated using the assumed rate of return based on reserve

plus City’s contributions for the whole year and other activities throughout the year

»  Uses of Funds
Benefits and health insurance - pension payments, health insurance subsidy,
return of contributions and death benefits. Amounts were calculated based on the
average increase for the past 5 years
o Administrative expense - this represents the operating expenses for the Office of
Retirement Services. The detail is shown in the following slide.




Administrative Expense Budget FY25-26

The Administrative Expense Budget portion is categorized into the
following line items:

»  Personnel services - 50% of the Office of Retirement Services direct
staff labor costs including salary and benefits based on the City’s
Budget Office labor reports, except for Investments staff which is
split based on market value (40% Fed and 60% PF).

»  Non-personnel/equipment - administrative overhead cost such as
rent, supplies, equipment, etc., excluding professional services.

»  Professional services - non-investment professional services
including actuarial, legal, IT and other professional consulting
services.

»  Medical services - this represents an estimate for independent
medical examiners.

The Administrative Budget does NOT include investment professional
services, consultants and investment manager fees and capitalized
costs.
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(Actual) (Actual) (Actual) (Forecast) (Proposed)

m Investment Income (Loss) (207,415,000) 246,369,000 294,732,000 181,819,000 189,878,000
m Participant Contributions = 37,329,000 40,402,000 43,824,000 44,397,000 49,026,000
- City Contributions 232,385,000 222,437,000 243,670,000 226,801,000 231,452,000



Uses of Funds
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FY 21-22 FY 22-23 FY 23-24 FY 24-25 FY 25-26
(Actual) (Actual) (Actual) (Forecast) (Proposed)
m Administrative Expense 5,304,000 5,600,000 6,519,000 6,299,000 7,377,000
@ Health Insurance 31,088,000 30,869,000 32,635,000 35,587,000 36,576,000
= Pension Benefits 237,273,000 247,356,000 256,565,000 263,653,000 273,782,000

NOTE: Non-cash items such as amortization expense is not included in administrative expense




Federated Proposed Administrative Budget
for FY 2025-2026

2023- 2024~ 2024~ | 5025-2026 | % Increase | % Increase

Acinl | Adopted | Fareesst | Proposed ©) | (Decrease) | (Decrease
5 (») (B to D) (C to D)

(A) (B (©)

Expenses

Personnel

Servi $4,406,995 $5,111,000 $4,507,000 $4,981,000 (2.54%) 10.52%
ervices

EO”.‘PerSO”“e'/ 851,767 894,000 787,481 870,000 (2.68%) 10.48%
quipment

Fliiiessliontl 1,177,174 1,112,000 983,800 1,381,000 24.19%  40.37%

Services
Medical Services 82,816 145,000 20,000 145,000 0.00% 625.0%
Total $6,518,752 $7,262,000 $6,298,281 $7,377,000 1.58% 17.13%

() - Detail for changes provided in the following slides




Personnel Services Analysis

2023- 2024- 2 2025-2026 | % Increase | % Increase

2024 2025 2025
Proposed | (Decrease) | (Decrease)
Actual Adopted Forecast (D) (8 to D) (C to D)

(A) (B) (®)

Expenses

Personnel Services $4,406,995 $5,111,000 $4,507,000 $4,981,000 (2.54%) 10.52%

Authorized positions for

both plans 43.0 45.0 45.0 45.0 0.0 0.0
Full time employee (FTE)

allocated to Plan 20.4 21.4 21.4 21.4 0.0 0.0
Actual filled FTEs for

both plans 41.0 44.0

FTEs allocated to Plan 19.4 20.9

» Personnel Services decreased from last year’s budget due to:
The removal of an overstrength position in the Benefits division for four months
The removal of one month funding for a CEO for the transition and savings in the compensation for new CEO

»  Proposals for FY25-26 included in budget
Deleting the Senior Internal Auditor position
Adding a Program Manager
Continuing over-strength position for 12 months for Admin Staff Specialist
Continuing 50% funding for a Cybersecurity IT Specialist

» Allocation of FTEs are 50/50, except for Investments staff at 40% for Federated
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Non-personnel/Equipment Analysis

22002234_ 22002245_ 2025-2026 | %Increase | % Increase
Proposed (Decrease) (Decrease)
Actual Forecast (D) 8 to D) (C to D)
Expenses (A) (&)
Non-
personnel/ $851,767 $894,000 $787,48]1 $870,000 (2.68%) 10.48%
Equipment

» Non-Personnel/Equipment decreased by $24,000 mostly

> Due to reallocation of $123,000 in pension administration system-related
expenses to professional services

- Due to a reduction in postage and printing of $20,000 for planned electronic
distribution of newsletters and a reduction of $20,000 in insurance to align
with current costs

- Offset by an additional $60,000 for the expansion of the 5th floor, an
increase of $25,000 for travel and additional $15,000 for upgrade to the
document management system

> Plus, CPl-driven cost increases.

» Difference from forecast to adopted budget is mainly due to
conscientious effort to reduce costs

W
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Non-Personnel/Equipment Analysis (cont.)

FY25-26 FY24-25

Minor Budget Proposed | Adopted $Change /
Category Budget Basis Amount Amount % Change
Rent for Office of Retirement Services (ORS)
Rent based on lease amount, as well as Common $1,000 /
Area Maintenance costs $2 50.000 $249 000 0,40%
Insurance Fiduciary and commercial liability insurance ($20,000) /
$208,000 $228,000 (8.77%)
IT hardware / Includes social media, new card keys, new ($24,000) /
Software laptops and iPads $106.000 $130.000 (1 8’.46%)
Postage and Postzillge, shipping_tz;mc_l printing costs flor open
i enrollment, contribution rate, quarterly
P newsletter, and other communication ($20,000) /
$80,000 $100,000 (20.00%)
T Ty AT Board and staff travel including education and
9 conferences, roundtables, due diligence, etc. $25,000 /
$60,000 $35,000 71.43%
. . Includes office supplies and Board meeting
Office Supplies expenses, including food $30.000 $25.000 $25(’)?(())8%/
0 Includes lease, mileage, communication, dues
ther non- . ; .
and subscriptions, equipment/furniture,
personnel and . d a buffer for | hold
equipment .tralnmg, and a burrer OI" ez.zlse (o] $9,000 /
improvements for the building $136,000 $127,000 7.09%
($24,000) /

NON-PERSONNEL / EQUIPMENT TOTAL $870,000 $894,000 (2.68%) 11
.. @ -



Professional Services Analysis

2023-2024 | 2024-2025 2024-2025 2025-2026 | % Increase | % Increase

Adopted Forecast Proposed (Decrease) | (Decrease)
Expenses (B) (@) (D) (B to D) (C to D)
Professional ¢y 177174 $1,112,000  $983,800 $1,381,000 24.19% 40.37%
Services

» Professional Services increased by $269,000 from last year’s adopted budget

$123,000 increase due to reallocation of pension administration system-related
expenses

$90,000 addition for outsourced internal audit

$50,000 increase in governance services due to additional services for Strategic
Planning support

$37,000 increase in legal services to account for new cost proposals from the RFP

$29,000 in other services including Cybersecurity IT specialist consultant, CEM
benchmarking, and CPI increases

$30,000 reduction in temporary staffing agencies
$30,000 reduction in actuarial services due to no experience study

» Other considerations

- Cost associated with the pension administration system are NOT included in the budget as
those costs are being capitalized.

» The following slide is a list of major professional services categories, budget
basis and budget amounts.

i —_ 12




Professional Services - Other Analysis (cont.)

FY25-26 | FY24-25

Minor budget Proposed Adopted | $Change /
category Budget Basis Amount Amount | % Change
General, fiduciary, domestic relations order,
disability and tax legal services - note this $37,000 /
Legal budget line excludes investment legal. $527,000 $490,000 7.55%
Annual valuation and GASB reports for Pension
& OPEB, benefit calculations, including 415 ($34,000) /
Actuary matters, and other miscellaneous consultations $233,000 $267,000 (12.73%)
Other Includes retiree search agency, Cybersecurity IT
Professional specialist, CEM benchmark and communications $55,500 /
Services consultant $114,500 $59,000 94.07%

Pension administration system annual
Pension Admin maintenance fee Ad hoc web changes billed per

System hour; disaster recovery; ad hoc change request $97,500 /
(PensionGold) enhancements; web hosting monthly charge $131,500 $34,000 286.76%
Temporary staffing to fill vacant positions and ($30,000) /
Temp Agencies assist with open enrollment $115,000 $145,000 (20.69%)
Annual financial audit agreement amount and $93,000 /
Audit outsourced internal audit $185,000 $92,000 101.09%

Governance Governance services, CEO/CIO metrics, policy $50,000 /
services review, strategic planning support $75,000 $25,000 200.00%

$269,000 /
PROFESSIONAL SERVICES OTHER BUDGET TOTAL $1,381,000 $1,112,000 24.19% 13
T~ -



Medical Services Analysis

2024- 2025-
2025 2026 % Increase | % Increase

(Decrease) | (Decrease)

Forecast Proposed 8 to D) (C to D)

Expenses (®) (D)
Medical Services $82,816 $145,000 $20,000 $145,000 0.00% 625.0%

» Medical services remained flat compared to prior year

» Other considerations:

Contract with medical advisor has been terminated
Using independent medical examiners

» Below is a summary of medical services provided:
Obtain medical information from disability applicants, attorneys and workers’ compensation
Review all medical reports received
Refer to independent medical examiners

Summarize relevant medical information and prepare medical report regarding causation,
disability, and medical support of injury

Attend monthly Disability Committee hearings, as necessary

14



Administrative Cost Comparison -in $

Administrative Expense in $ Millions — Actual as of 6/30/24 or most recent financial

statement(

“ ” below represents the Federated System, $6,968,000

“ " below represents the Police and Fire Plan, $7,980,000
” below represents the combined San Jose plans, $14,948,000
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Federated City Employees’ Retirement System $7.0M
Police and Fire Department Retirement Plan $8.0 M
Combined San Jose plans $15.0M

Average for other CA public pension plans , including

San Jose plans HlEld
Average for all CA public pension plans with $4.4 M
net assets btw $0B-$5B :
Average for all CA public pension plans with $7.8 M
net assets btw $5B-$10B :
Average for all CA public pension plans with $31.7 M
net assets over $10B :
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$6.2 M

$6.9 M
$13.1 M

$15.7M

$4.1 M

$6.9M

$30.9 M

Admin Cost in $ Millions

! Retirement Services gathered and compiled most recent financial information from 23 public pension plans’ ACFRs (4 plans not shown
since over $20 million in admin costs: LACERS, LACERA, OCERS, San Bernardino CERA)
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Administrative Cost Comparison - in BPS

Administrative Expense in BPS of Market Value of Assets - Actual as of 6/30/24 or most
recent financial statement ("

“ ” below represents the Federated System, $6,968,000

“ " below represents the Police and Fire Plan, $7,980,000
” below represents the combined San Jose plans, $14,948,000

Admin. Expense in BPS of Market Value of Assets AUz ZE iy
Actuals Actuals

Federated City Employees’ Retirement System 20 BPS 19 BPS
45 Police and Fire Department Retirement Plan 15 BPS 14 BPS
Combined San Jose plans 17 BPS 16 BPS
Average for other CA public pension plans,
40 including San Jose plans Lol LB
Average for all CA public pension plans with
2 35 net assets btw $0B-$5B LB BB
o Average for all CA public pension plans with
E 20 net assets btw $5B-$10B 12 L2553
Average for all CA public pension plans with
A
c net assets over $10B L Lo B
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Admin Cost in BPS

1 Retirement Services gathered and compiled most recent financial information from 23 public pension plans’ ACFRs (LACERA not shown
since market value is greater than $50 million)




Personnel Services Analysis - in $

Personnel Expense in $ Millions - Actual as of 6/30/24 or most recent financial statement ()
“ 7 below represents the Federated System, $4,407,000
“ 7 below represents the Police and Fire Plan, $4,959,000

” below represents the combined San Jose plans, $9,366,000

Personnel Services in $ Millions 2023-2024 2022-2023
Actual Actual

25 -
‘ Federated City Employees’ Retirement System $4.4 M $3.9M
23 _‘ Police and Fire Department Retirement Plan $5.0 M $4.4 M
[
‘ Combined San Jose plans $9.4 M $8.3 M *
20 --Average for other CA public pension plans, ——
including San Jose plans U 5101y
)
g 18 . Average for other CA public pension plans with $2-4 M s2.6M "
= net assets btw $0B-$5B : )
E 15 Average for other CA public pension plans with QR & $6.0M
c B net assets btw $5B-$10B
d=.) 13 . Average for other CA public pension plans with $21 .8M $213 M
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Personnel Cost in $ Millions

L Retirement Services gathered and compiled most recent financial information from 23 public pension plans’ ACFRs (LACERS and
LACERA not shown since personnel costs are greater than $20 million)
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Personnel Services Analysis - in BPS

Personnel Expense in BPS of Market Value of Assets - Actual as of 6/30/24 or most recent
financial statement (M

“ ” below represents the Federated System, $4,407,000

“ ” below represents the Police and Fire Plan, $4,959,000
” below represents the combined San Jose plans, $9,366,000

. 2023-2024 2022-2023
Personnel Services as a % of Net Plan Assets

Federated City Employees’ Retirement System 12 BPS 12 BPS
45 -
Police and Fire Department Retirement Plan 9 BPS 9 BPS
40 - Combined San Jose plans 10 BPS 10 BPS
Average for other CA public pension plans, including San Jose 9 BPS 9 BPS
v 35 plans
c . . . .
o Average for other CA public pension plans with
= net assets btw $0B-$5B S o
o 30 - Average for other CA public pension plans with
- net assets btw $5B-$10B S Sl
= Average for other CA public pension plans with 8 BPS 8 BPS
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Personnel Cost in BPS

L Retirement Services gathered and compiled most recent financial information from 23 public pension plans’ ACFRs 18




Membership Count Comparison

Membership Count of Market Value of Assets — Actual as of 6/30/24 or most recent financial
statement ()

” below represents the Federated System, 11,089

” below represents the Police and Fire Plan, 4,703
” below represents the combined San Jose plans, 15,792

Membership Count 2023-2024 Actuals

Federated City Employees’ Retirement System 11,089
23 Police and Fire Department Retirement Plan 4,703
Combined San Jose plans 15,792 *
Average for other CA public pension plans , including
20 San Jose plans 30,536
Average for all CA public pension plans with 10.263
2 18 net assets btw $0B-$5B ’ .
o Average for all CA public pension plans with 17.604
= net assets btw $5B-$10B ’
@ 15 Average for all CA public pension plans with 57,994 P
A net assets over $10B
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Membership Count in Thousands

! Retirement Services gathered and compiled most recent financial information from 23 public pension plans’ ACFRs; LACERA'’s
membership count is not shown — 194,742
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Headcount Comparison

Actual Headcount of Market Value of Assets -
Actual as of 6/30/24 or most recent financial statement
“ 7 below represents the Federated System, 20.4

” below represents the Police and Fire Plan, 22.6
” below represents the combined San Jose plans, 43

Actuals

Federated City Employees’ Retirement

20.4
23 System
Police and Fire Department Retirement Plan 22.6
20 Combined San Jose plans 43
" Average for other CA public pension plans , 69
5 18 including San Jose plans .
= Average for all CA public pension plans with 18
@ 15 net assets btw $0B-$5B .
c Average for all CA public pension plans with 32 N
o 13 net assets btw $5B-$10B
% Average for all CA public pension plans with 140 . N
> 10 net assets over $10B ¢
= o ¥
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.
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0
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Headcount

! Retirement Services gathered and compiled most recent financial information from 23 public pension plans’ ACFRs; Three plans With over | o
100 are not shown (LACERS, LACERA, OCERS)
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