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REQUEST FOR COUNCIL ACTION

000001

CITY OF SAN DIEGO

1. CERTIFICATE NI;JMBER
{FOR AUDITOR’S USE ONL

200
02/23

Council President Hueso

2. FROM {ORIGINATING DEPARTMENT):

Council President Hueso

3. DATE:
February 3, 2009

4. SUBJECT:

INFORMATIONAL REPORT FROM THE SDCERS ACTUARY ON THE CITY’S JUNE 20, 2008 ACTUARIAL
VALUATION

5. PRIMARY CONTACT (NAME, FHONE & MAIL STA))

Ana Molina-Rodriguez (x 66688, MS l(A)

6. SECONDARY CONTACT (NAME, PHONE & MAIL 5TA)

Jake van den Akker (X 66688, MS 10A)

7. CHECK BOX IF REPORT TO
COUNCIL IS ATTACHED D

8.COMPLETE FOR ACCOUNTING PURPOSES

oD 3. ADDITIGNAL INFORMATION { ESTIMATED COST:
,
DEPT. )
CRGANIZATION
OBJECT ACCOUNT
JOB ORDER
C.1.P. NUMBER
AMOUNT
10. ROUTING AND APPROVALS

ROUTE APPROVING DATE ROUTE APPROVING 'DATE

{#) AUTHORITY APPROVAL SIGNATURE SIGNED ) AUTHORITY APPROVAL SIGNATURE SIGNED

ORIGINATING
! DEPARTMENT N ) 8 |DEPUTY CHIEF
CHIEF GF STAFF )
AUGITOR AND ;
? | cOMPTROLLER 8 |coo
3 |eas 10 |CITY ATTORNEY
ORIGINATING
:  |uaison oFfIcE M | DepARTMENT 7/-1M
CHIEF OF STAEE 42 Q .
& DOCKET COORD:; COUNCIL LIAISON:
a J COUNCIL [] spoB [] consent M ADOPTION
PRESIDENT
T [ RerER TO: COUNCIL DATE: 2 23 ) Dﬁ

11. PREPARATION OF:

] RESOLUTION(S)

1 ORDINANCE(S)

" [ AGREEMENT(S)

INFORMATIONAL REPORT FROM THE SDCERS ACTUARY ON THE C] TY’S JUNE 30, 2008 ACTUARIAL
VALUATION

[} DEED(S)

11A. STAFF RECOMMENDATIONS:
Hear the Informational Report

12, SPECIAL CONDITIONS:

COUNCIL DISTRICT(S):

COMMUNITY AREA(S):

ENVIRONMENTAL IMPACT:

HOUSING IMPACT:

OTHER ISSUES:

N/A
N/A
N/A
N/A
N/A

Ch-1472

MSWORD2003 (REV.3-1-2008)
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EXECUTIVE SUMMARY

CITY OF SAN DIEGO
DATE: February 11, 2009
ORIGINATING DEPT.: Council President Ben Hueso
SUBIJECT: SDCERS Actuarial Valuation
COUNCIL DISTRICT(S): -Citywide ‘ :
STAFF CONTACT: Ana Molina-Rodriguez, (619) 236-6688

REQUESTED ACTION:

Accept an informational report from the SDCERS Actuary regarding the City’s June 30,
2008 actuarial valuation.

STAFF RECOMMENDATION:
Hear the informational report.
FiscaL CONSIDERATIONS:

None with this item.

e M /)<
Originating Department E

Ana Molina-Rodriguez for
Council President Ben Hueso
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June 30 2008

Actuanal Valuatlon“

Presentation to the
San Dlego City Council
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"~ Topics

The Actuarial Valuation Process

SDCERS City - Historical Trends

SDCERS City- 2008 Actuarial Valuation
— Valuation report contents

— Valuation changes from 2007

— Key 2008 results

— Causes for change in UAL and ARC

A Look Ahead

Closing Remarks
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he Actuarial Valuation Process
In General

1. Collect data
— Participants
— Plan provisions
— Financial

2. Apply assumptions
— Demographic
— Economic

3. Project all future benefit
payments

4. Determine a present
value of the benefits

5. Compare to assets

6. Calculate employer
contribution

AR

I T Invesimeat Earnings I

Emplayee

Contributions|g
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Timing

The June 30, 2008 valuation results are used‘

to determine the FY 2010 Annual Required
Contribution (ARC) for the City.
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Historical Trends

Assets and Liabilities
($ in billions)

~®— Assets-Smoothed

IZA3 Actuarial Liability

T

kL

LR

—2— Assets at Market Value

T e

2003 2004 2005 2006

2007 2008

Funding Ratio| 93.6%| 93.2%| 97.3%| 89.9%| 77.3% | €7.2%| 65.8%| 68.2%| 79.9%

78.8%] 78.1%

UAL $013|$015]|$ 007 [$028|%$072)%116]% 1.37|8% 1.39|$ 1.00

$ 11818 1.30|"
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Historical Trends
Contributions

35% —— EXZEES GASB ARC =¥ City Contributions
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Historical Trends
Experience Gains and Losses

5400

Investment G/(L) B Liability G/ (L)

Net Experience G/(L)

Millions

$300

$200 -~

5100

$0

($100) -
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(5200)

($300)

($400)
: Plan Year Ending

7 -
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Report Contents

Letter of Transmittal

Section | — Board Summary

Section |l — Assets

Section Il — Liabilities

Section IV — Contributions

Section V — Accounting Statement Information

Appendi‘x A — Membership Information

Appendix B — Actuarial Assumptions and Methods
Appendix C — Summary of Plan Provisions
Appendix D — Glossary of Terms
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Changes in Actuarial Procedures

2006-2008
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Assets |

1. Discontinued use of Book Value in asset measurement (2006)
2. Eliminated “waterfall” calculations (2006)

3. Implemented new asset smoothing method (2007)

4. Changed asset apportionment method for plan sponsors (2007)
Liabilities |

5. Excluded benefits paid in excess of IRS limits (2006)

6. Full recognition of “contingent liabilities” (2006)

7. Corrected disability benefit calculations under Corbett (2006)
Funding

8. Reduced amortization of the UAL to 20 years (2007)

9. Insured no negative amortization (2007)

10. Changed actuarial funding method from PUC to EAN (2007)
11. Revised actuarial assumptions (2008)

10
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2008 Assumptlon Changes

(and impact on 2008 costs)

Increased the rates of retirement and base the assumption
on service as opposed to age- increased costs

Increased the rates of termination across all ages and service
groups- decreased costs

Slightly decreased the diSabiIity rates- decreased costs
Increased rates of mortality for pensioners- decreased costs

Lowered the 8% investment assumption to 7.75%- increased
costs |

Lowered the inflation assumption from 4.25% to 4.0%-
decreased costs
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Key Valuation Results
Table I-1
SDCERS - City of San Diego
"~ Valuation Date[ 6/30/2008 6/30/2007
Unfunded Actuarial Liability (millions)-EAN | $ 1,303.2 $ 1,184.2
Funding Ratio - EAN 78.1% 78.8%
City Contribution Rate - EAN 27.73% 30.45%
Fiscal Year 2010 2009

Annual Required Contribution (GASB):
-if paid at the beginning of the year
-1f paid throughout the year

15 154.2 million
$ 160.1 million

$ 161.7 million
$ 168.1 million
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Changes Since Last Valuation
On City’s ARC

FY 2010 ARC Change due to (millions §)
1 Annual Required Contribution FY 2009 $ 161.7
2 Expected increase due to passage of time $ 6.9
3 Net experience (gain)/loss in fiscal year ending 6/30/08 $ 1.2
4 Impact of assumption changes on UAL $ 4.8
5 Decline in negative amortization cost component $ (6.8)
6 Impact of assumption change on the Normal Cost $ (12.9)
7 Other factors $ (0.7)
8 Annual Required Contribution FY 2010 $ 154.2

Numbers may not add due to rounding
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Changes Since Last Valuation
On City’'s UAL

2008 UAL Change due to

(millions $)

1 UAL 6/30/2007

$

1,184.2

Expected UAL change due to passage of time
Investment loss

Purchased service credit

Contributions in excess of expected
- Change in demographic actuarial assumptions
Change in economic actuarial assumptions

$

21.6
81.3
1.5

(32.9)
(36.4)
(45.8)
129.6

2
3
4
5 Overall liability gain
6
7
8
9

UAL 6/30/2008

$

1,303.2

Numbers may not add due to rounding
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- 2007 UAL in 2008 19 |
B Futu.rc Gmns/Losscc?

sﬂ/_., 85.5% | 9:‘@* , 26% 958%

Aasser smoothing 25%
{ MinAVA/MVA| 80%
" Max AVA/MVA].

Aceuaarial Liability == Actuarial Value of Assets
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Closéng Remarks

From 2005 through this 2008 valuation SDCERS has

experienced relatively stable valuation results (ARCs,
UALSs, and funding ratios)

Due to investment climate, the City’'s June 30, 2009

valuation (FY 2011) will be challenging

Keep in mind: o

— Actuarial valuations are just a snapshot of the financial status
of a retirement plan taken on one day

— A public retirement system’s focus should be on the long-term

— Undue focus on the short-term results can lead to poor
decisions that may hurt a plan in the long run
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SDCERS
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Compared to Other Large Public Plans
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Actuarial Funding Ratios for 125 large Public Pension Plans
FY 2007

SDCERS FY07
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