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City of San Jose

Review of Administrative Fee Scenarios Current Plan Administrative Fee 0.15%
VEBA Plans 2023-2024 Operating Budget $208,369
November 2023 Combined Plan Assets | $61,390,024
Reserve Account Balance $176,108
Plan Budget / Plan Assets 0.3394%
Reserve Account Target $107,092

Plan Asset Data as of 9/30/23, Reserve Account as of 6/30/23

Estimated Annual Budget Surplus/Deficit

% Fee 0.15% 0.32% 0.33% 0.34% 0.35% 0.36%
Assets -15% -$130,097 -$41,388 -$36,170 -$30,952 -$25,734 -$20,516
Current Assets -$116,284 -$11,921 -$5,782 $357 $6,496 $12,635
Asset +15% -$102,471 $17,546 $24,606 $31,666 $38,726 $45,786
This table shows the annual surplus or deficit that would be incurred based on the % Fee listed above applied to Plan Assets and used to
pay the 2023-2024 Plan Budget. The "Assets +/- 15%" rows below assume Plan Assets grow/shrink by this amount.

‘ Reserve Account +/- Target (Before Rebate if Account is Over 125% of the Reserve Target)

% Fee 0.15% 0.32% 0.33% 0.34% 0.35% 0.36%
Assets -15% -$61,081 $27,628 $32,846 $38,064 $43,282 $48,500
Current Assets -$47,268 $57,095 $63,234 $69,373 $75,512 $81,651
Asset +15% -$33,455 $86,562 $93,622 $100,682 $107,742 $114,802
This table shows how much above or below the Reserve Account would be versus its Target level, based on the Surplus/Deficit incurred for
a given % Fee and Plan Asset level.

Estimated Years of Lifetime of Reserve Account

% Fee 0.15% 0.32% 0.33% 0.34% 0.35% 0.36%
Assets -15% 1.4 4.4 5.0 5.9 7.1 9.0
Current Assets 1.5 16.1 36.5 - - -
Asset +15% 1.7 - - - - -

This table shows how many years the Reserve Account can support a given annual deficit. A "-" indicates the administrative account is not
expected to ever be exhausted because the corresponding fee structure results in an annual surplus. An annual interest rate of 1% is

assumed on reserve balances.

Plan asset data in this document is as of September 30, 2023. This document's calculations are estimates only. Actual experience may vary substantially.
Data in this document has been provided by Voya and the City of San Jose.



Important Disclosures:

The material in this Report is not to be reproduced or distributed to any other persons (other than
professional advisors of the investors) and is intended solely for the use of the persons to whom it has been
delivered. This material is not for distribution to the general public.

This information is being provided as a service of your Hyas Group Consultant and does not supersede or
replace your customer account statement provided by your custodian (“Custodial Statement”). Information
in this Report may vary from the information in your Custodial Statement as a result of differences in
accounting procedures, reporting dates, or valuation methodologies of certain securities. The market values
reflected in this Report may vary slightly from the market values in your Custodial Statement. The
information in this Report is as of the date(s) noted and subject to daily market fluctuation.

No Tax or Legal Advice. When Hyas Group, its affiliates and Hyas Group Consultants provide “investment
advice” regarding a retirement or welfare benefit plan account, an individual retirement account or a
Coverdell education savings account (“Retirement Account”), Hyas Group is a “fiduciary” as those terms are
defined under the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and/or the
Internal Revenue Code of 1986 (the “Code”), as applicable. When Hyas Group provides investment
education or otherwise does not provide “investment advice”, Hyas Group will not be considered a
“fiduciary” under ERISA and/or the Code. Tax laws are complex and subject to change. Hyas Group does
not provide tax or legal advice.

Sources of Information. Material in this Report has been obtained from sources that we believe to be
reliable, but we do not guarantee its accuracy, completeness, or timeliness. The performance produced
herein is calculated utilizing custodian data downloads and manually entered material. Although we take
every precaution to ensure accuracy, we are not able to guarantee complete accuracy.

Asset and plan activity information provided by plan recordkeeper. Vendor bids and corresponding
information sourced from Request for Proposal responses. Expense information sourced from Morningstar.
This document may contain forward-looking statements within the meaning of the federal securities laws.
Forward-looking statements are those that predict or describe future events or trends and that do not relate
solely to historical matters. Actual results could and likely will differ, sometimes materially, from those
projected or anticipated. We are not undertaking any obligation to update or revise any forward looking
statements whether as a result of new information, future events or otherwise. You should not take any
statements regarding past trends as a representation those trends or activities will continue in the future.
Accordingly, you should not put undue reliance on these statements.

Results of any sample client analyses, audits, case studies, or otherwise are representative only and are not
necessarily indicative of all client results. Any fee savings, perceived favorable results, positive outcomes or
otherwise are not guaranteed to and should be expected by any prospective client.

Hyas Group is a separate business unit within Morgan Stanley Institutional Investment Advisors LLC.
©Morgan Stanley, 2023
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This presentation is provided by the Hyas Group, LLC and should not be construed as legal advice or legal opinion on any specific facts or circumstances. The contents are intended for general information purposes only, and you are urged to consult a lawyer
concerning your own situation and any specific legal questions you may have. Hyas Group is a business of Morgan Stanley.

2023 Morgan Stanley.



OLD SITUATION (pre-RFP)

Voya rebated its 0.20% annual fee on variable assets
» $42,000 annually across both plans

The Plans were also collecting its 0.15%
administrative fee on all assets

» $92,000 annually across both plans

Lastly, the Plans received the reimbursement
» $90,000 annually across both plans

In total, the Plans would have received $225,000
» based on assets as of September 30, 2023



POST-RFP

CONSIDERATIONS

There is an excess in the Reserve Account in
the amount of $70,000

The current administrative fee of 0.15% may
not be enough

There is now a 0.03% revenue requirement
for Voya to administer the plans

Therefore, 0.03% would need to be added to
the administrative fee across all options



PLAN DATA

As of September 30, 2023

0.15%

$208,369

$61,390,024

$176,108

0.3394%

$107,092

Current Administrative Fee

2023-2024 Operating Budget

Combined Plan Assets

Reserve Account Balance

Plan Budget / Plan Assets

Reserve Account Target



Option 1 Option 2 Option 3

Increase the administrative fee by Increase the administrative fee by Increase the administrative fee by
0.17% to 0.32%. 0.19% to 0.34%. 0.21% to 0.36%.



Option 1

Increase the administrative fee by

0.17% to 0.32%.

Considerations:

» Based on current asset levels, there
would be an annual shortfall of
$12,000

» If plan assets grew by 15%, there
would be a surplus of $17,000

» If plan assets dropped 15%, the
shortfall would amount to $41,000

» Participants would see a total annual
charge of 0.35%

Option 2

Increase the administrative fee by
0.19% to 0.34%.

Considerations:

» Based on current asset levels, there
would be a small annual surplus of
S400

» If plan assets grew by 15%, the surplus
would increase to $32,000

» If plan assets dropped 15%, the
shortfall would amount to $31,000

» Participants would see a total annual
charge of 0.37%

Option 3

Increase the administrative fee by
0.21% to 0.36%.

Considerations:
» Based on current asset levels, there
would be an annual surplus of $13,000

» If plan assets grew by 15%, the surplus
would increase to $46,000

» If plan assets dropped 15%, the
shortfall would amount to $20,000

» Participants would see a total annual
charge of 0.39%



» As noted in a previous slide, fee collection
was very complex and prone to error

» Under this new structure, the fee collection

ADDITIONAL CONSIDERATIONS

model is much cleaner

» One key benefit is the crediting rate of the
Voya Fixed Account increased




» Increase the administrative fee by 0.17% from
0.15% to 0.32% (Option 1)

» There will be a shortfall early on but the
reserve Account Balance is $70,000 more
HYAS GROUP than the Reserve Account Target

RECOMMENDATION

» The VEBA plans are growing very quickly

» The VAC can always revisit the assumptions
and make appropriate changes in 2024 and
beyond




THANK YOU.

Vincent Galindo | Senior Consultant

vgalindo@hyasgroup.com
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