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A preliminary analysis shows that most if not all employees who exit the scheme during this
decade will receive a reduction in their benefits. This is because the defined benefit schemes
(SSS, SASS and SANCS) are all based on an individuals’ final average salary and any
reduction in salary i.e. 2.25% rather than 2.5% will reduce the defined benefit.

If the Bill's new accumulation account’s earning rate returned at or higher than historical
averages (last year the fund earning rate was 17.1%, but in 2009 it was -10.3%) then the
accumulation side would out-perform the defined benefit SANCS component, but only over
the longer term.

The attached tables demonstrate that a reduction in salaries will result in inferior
outcomes for SSS and SASS members who retire or defer prior to 2022.

There were 53,064 contributing members of SASS as at 30 June 2012. This was projected
to have fallen to approximately 48,000 by June 2013 and to only 15,000 by 2022. It follows
that while 15,000 SASS members may be unaffected or perhaps even benefit from the Bill’s
changes over the long term, there will nonetheless be 33,000 SASS members (almost 70%)
who will be disadvantaged.

The Bill's impact is even greater for the roughly 12,000 still-contributing SSS members,
almost all of whom are expected to retire over the next decade. Modelling has shown that
any long-term benefit from the Bill's new accumulation account will be more than offset by
their reduced in wages, and therefore pensions. It is expected that the Bill will leave almost
every SSS member worse off.

The attached tables illustrate how the government's approach in the SANCS amendment bill
will impact on SSS and SASS members.

Table A models the current arrangements, leaving the wages of SASS members and the
SANCS legislation both undisturbed.

Table B models the impact of the State Authorities Non-contributory Superannuation
Amendment Bill 2013. reducing the 2013 wage increase to 2.27% and placing an additional
0.25% into a separate accumulation account (here called “SANCS I1”).

Table C models both the current and proposed arrangements, showing a before and after
comparison of a SSS member who retires in 2013 and the impact of the State Authorities
Non-contributory Superannuation Amendment Bill 2013 on their benefits.

All three tables assume:

* An employee with an annual wage in 2012 of $75,000 with 30 years’ service and full
benefit points (for either SSS or SASS, whichever applies);

* annual wage increases of 2.5% except for Table 2’s 2013 increase, which is set at 2.27%;
and

* an additional 0.25% in SANCS be placed into a separate accumulation account (here
called “SANCS II");

* an assumed annual earning rate for the SANCS Il account of 7.5% (which is the SASS
“Growth” fund’s average return over the 10 years to 30 June 2013).

September 2013 1



Unions NSW SANCS Briefing Note

Unionsw
v

TABLE A:

models the current arrangements, leaving the wages of SASS members and the SANCS legislation both undisturbed.

Wage
(wages and gSANCS left SANCS benefit SASS benefit TOTAL BENEFIT
undisturbed)
2013 $ 76,875 $ 69,188 $ 345,938 $ 415,125
2014 $ 78,797 $70,917 $ 354,586 $ 425,503
2015 $ 80,767 $ 72,690 $ 363,451 $ 436,141
2016 $ 82,786 $ 74,507 $ 372,537 $ 447,044
2017 $ 84,856 $ 76,370 $ 381,850 $ 458,220
2018 $ 86,977 $ 78,279 $ 391,397 $ 469,676
2019 $ 89,151 $ 80,236 $ 401,181 $ 481,418
2020 $ 91,380 $ 82,242 $ 411,211 $ 493,453
2021 $ 93,665 $ 84,298 $ 421,491 $ 505,790
2022 $ 96,006 $ 86,406 $ 432,029 $ 518,434
2023 $ 98,406 $ 88,566 $ 442,829 $ 531,395
2024 $ 100,867 $ 90,780 $ 453,900 $ 544,680
2025 $ 103,388 $ 93,049 $ 465,247 $ 558,297
2026 $ 105,973 $ 95,376 $ 476,879 $ 572,254
2027 $ 108,622 $ 97,760 $ 488,801 $ 586,561
2028 $ 111,338 $ 100,204 $ 501,021 $ 601,225
2029 $ 114,121 $ 102,709 $ 513,546 $ 616,255
2030 $ 116,974 $ 105,277 $ 526,385 $ 631,662
2031 $ 119,899 $ 107,909 $ 539,544 $ 647,453
2032 $ 122,896 $ 110,607 $ 553,033 $ 663,640
2033 $ 125,969 $ 113,372 $ 566,859 $ 680,231
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TABLE B: models the impact of the State Authorities Non-contributory Superannuation Amendment Bill 2013, reducing the 2013 wage
increase to 2.27% and placing an additional 0.25% into a separate accumulation account (here called “SANCS II”).
Wage Cumulative .
(deducted by | effect of SANCS SANCS II Cgmg‘gd SASS benefit | _TOTAL | Difference to

_ super reduced benefit benefit benefit BENEFIT TABLE A

increase) wage
2013 $76,703 -$172 $69,032 $206 $69,238 $345,161 $414,400 -$898
2014 $78,620 -$349 $70,758 $433 $71,191 $353,790 $424,981 -$871
2015 $80,586 -$531 $72,527 $682 $73,209 $362,635 $435,844 -$827
2016 $82,600 -$716 $74,340 $955 $75,295 $371,701 $446,996 -$764
2017 $84,665 -$907 $76,199 $1,254 $77,453 $380,993 $458,446 -$681
2018 $86,782 -$1,102 $78,104 $1,582 $79,685 $390,518 $470,203 -$574
2019 $88,951 -$1,302 $80,056 $1,939 $81,995 $400,281 $482,277 -$443
2020 $91,175 -$1,507 $82,058 $2,330 $84,387 $410,288 $494,676 -$285
2021 $93,455 -$1,717 $84,109 $2,756 $86,865 $420,545 $507,410 -$97
2022 $95,791 -$1,933 $86,212 $3,220 $89,431 $431,059 $520,491 $124
2023 $98,186 -$2,153 $88,367 $3,725 $92,092 $441,836 $533,928 $379
2024 $100,640 -$2,380 $90,576 $4,275 $94,851 $452,881 $547,733 $673
2025 $103,156 -$2,612 $92,841 $4,873 $97,713 $464,204 $561,917 $1,008
2026 $105,735 -$2,850 $95,162 $5,522 $100,684 $475,809 $576,493 $1,389
2027 $108,379 -$3,093 $97,541 $6,228 $103,769 $487,704 $591,472 $1,818
2028 $111,088 -$3,343 $99,979 $6,993 $106,973 $499,896 $606,869 $2,301
2029 $113,865 -$3,599 $102,479 $7,824 $110,303 $512,394 $622,696 $2,842
2030 $116,712 -$3,862 $105,041 $8,724 $113,765 $525,204 $638,969 $3,445
2031 $119,630 -$4,131 $107,667 $9,700 $117,367 $538,334 $655,701 $4,117
2032 $122,620 -$4,406 $110,358 $10,757 $121,116 $551,792 $672,908 $4,862
2033 $125,686 -$4,689 $113,117 $11,902 $125,019 $565,587 $690,606 $5,686
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TABLE C: models the impact of the State Authorities Non-contributory Superannuation Amendment Bill 2013 on SSS members, reducing the
2013 wage increase to 2.27% and placing an additional 0.25% into a separate accumulation account (here called “SANCS II”).
SSS Wage S?:gs SSS Difference .
Wage | SANCS | ammal | JOTAL | (Gedicld | saNcsn | amuel | imamal | OTAL | Cumiaive
pension increase) bem_aflt pension pension
combined
2013 | $76875 | $69188 | $42,084 | $111.271 $i_7$61’;g§’ $69,238 | $41954 $130 | $111,020 | 5251
2014 $43,136 $43,003 -$133 -$384
2015 $44,214 $44,078 -$136 -$521
2016 $45,320 $45,180 -$140 -$660
2017 $46,453 $46,309 -$143 -$804
2018 $47,614 $47,467 -$147 -$950
2019 $48,804 $48,654 -$150 -$1,101
2020 $50,024 $49,870 -$154 -$1,255
2021 $51,275 $51,117 -$158 -$1,413
2022 $52,557 $52,395 -$162 -$1,575
2023 $53,871 $53,705 -$166 -$1,741
2024 $55,218 $55,047 -$170 -$1,911
2025 $56,598 $56,424 -$174 -$2,086
2026 $58,013 $57,834 -$179 -$2,265
2027 $59,463 $59,280 -$183 -$2,448
2028 $60,950 $60,762 -$188 -$2,636
2029 $62,474 $62,281 -$193 -$2,829
2030 $64,036 $63,838 -$197 -$3,026
2031 $65,636 $65,434 -$202 -$3,228
2032 $67,277 $67,070 -$207 -$3,436
2033 $68,959 $68,747 -$213 -$3,648
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