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SDCERS-CITY OF SAN DIEGO 
JIJNE 30,2006 ACTUARIAI, VALIJATION 

SECTION I11 
LIABILITIES 

Terminated Vesteds 

Present Value of  Future Normal Costs 

Employee Portion 

supplemental COLA reserves, nor did it apply IRC section 41 5 .  
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August 14,2007 

Mr. David Wescoe 
Retirement Administrator 
San Diego City Employees' Retirement System 
401 West A Street, Suite 400 
San Diego, GA 92 10 1 

Dear David: 

When we appeared before the Board in July, we were asked to update our previous 
analysis of the experience of the purchase service credit (PSC) program since inceptiol~ to 
include all categories of participants (e.g., actives, terminated vested) and those in pay- 
status (e.g., retirees, beneficiaries and disabilities). This letter presents the results of our 
update and additional conclusions based on this update. 

Exhibit A (attached) provides a summary of our analysis. 

Our key findings are as follows: 

m Cheiron estimates that the net actuarial deficiency between the additional value of 
benefits due to the additional service credits and the accumulated amounts paid by 
all active participants, retirees (including active DROPS), and term vested for 
such additional credits, as of the June 30, 2006 actuarial valuation, is 
approximately $1 46 million. 

As requested, this amount is coinprised of the following categories: 

a. Pre-2000 $ 20 million 
b. 71112000-613012002 $ 63 million 
c. 71112002-811512003 $ 29 inillion 
d. 811 612003-I013 112003 $ 34 inillion 
e. 1 1/01/2003-613012006 $ 0 million 

Total $146 million 

Our analysis is consistent with Navigant Consulting's January 2006 estimate of 
"more than $1 00 million," which was based 011 the June 30, 2004 actuarial 
valuation. 

As we have previously reported to the Board, the current rates being charged 
today "malce the system whole." As a result, we continue to recommend that 
SDCERS make no change to the current rate structure until we complete our 
experience study in the summer of 2008. At that time, we will likely recommend 
changes to the current pricing methodology and review process. 



Mr. David Wescoe 
August 14, 2007 
Page 2 

a Approximately $20 million of the $140 million liabilities is not part of SDCERS' 
unfunded actuarial liabilities (UAL) as of June 30, 2006. This amount represents 
benefits in excess of IRS limitations (Section 415) and is a direct obligation of the 
City. Until the on-going work in connection the IRS VCP program is finished, we 
will not know the final number for this item. 

Amounts reflected in the City's June 30, 2006 UAL are included in the City 
Annual Required Contribution payment. There would be 110 impact on SDCERS' 
financial condition, current or projected, if responsibility for funding this 
deficiency was transferred from the plan sponsors to others (e.g. current or former 
members). 

With respect to the UPD and Airport Authority, we presented to the board an 
analysis in July which showed an additional net PSC liability of $3.7 million 
attributable to active members as of June 30, 2006. 

Finally, our analysis is based June 30, 2006 actual data and reflects accumulative 
experience gains and losses (people living longer, retiring different than assumed, salary 
increases, etc.) that could not be anticipated at the time any member actually purchased 
service. 

Please let me know if you have any questions. 

Sincerely, 

Gene Kalwarski, FSA 
Consulting Actuary 

Attachment 



Exhibit A 

CITY of San Dieeo Purchase Sewice Credit Analysis 
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Summary of Reported Asset information 

Submitted for the June 30, 2000 Valuation 

Market Value of 

Reported Assets Reserves 

CashIShort-term $232,959,513 

Domestic Stocks 1,064,985,536 

International Stocks 408,202,384 

Bonds 1,005,154,473 

Mortgages 2,784,927 

Real Estate 226,687,071 

Receivables 58,236,241 

Total Market Value $2,999,010,145 

serve 

Employer Reserve 

Retired Members Reserve 

General Reserve 

Undistributed Reserve 

Encumbrance Reserve 

Supplemental Benefit Reserve 

Receivables Reserve 

Fixed Assets Reserve 

Retiree Health Insurance Res 

401 (h) Reserve 

Supplemental COLA Reserve 

City Changes Reserve 

UPD Changes Reserve 

Employee Cont. Rate Inc. 

NPO Reserve 

Payables 

Total Reserves 

Unrealized Appreciation 

Total Market Value 

(Continued on Next Page) 

San Diego City Employees' Retirement System 



San D~ego C~ty Employees' Retirement System 

Summary of Reported Asset Information 

Submitted for the June 30, 2001 Valuation 

Market Value of 
Reported Assets 

CashIShort-term $234,194,670 
Domestic Stocks 1,093,158,064 
International Stocks 353,605,176 
Bonds 803,756,585 
Mortgages 1,617,777 
Real Estate 267,515,151 
Receivables 41,595,256 
Miscellaneous 11,903,939 

Total Market Value $2,807,446,618 

Reserves 

Member Deposit Reserve 
DROP Reserve 
Employer Reserve 
Retired Members Reserve 
General Reserve 
Undistributed Reserve 
Encumbrance Reserve 
Supplemental Benefit Reserve 
Receivables Reserve 
Fixed Assets Reserve 
Retiree Health Insurance Reserve 
401 (h) Reserve 
Supplemental COLA Reserve 
City Changes Reserve 
UPD Changes Reserve 
Employee Cont. Rate Inc. 
NPO Reserve 
Corbett Contingency Reserve 
Payables 

Total Reserves $2,715,636,690 
Unrealized Appreciation 91,809,928 
Total Market Value $2,807,446,618 

(Continued on Next Page) 



San Diego City Employees' Retirement System 

Summary of Reporied Asset information 

Submitted for the June 30, 2002 Valuation 

Market Value of 
Reported Assets Reserves 

Cas h/Shot-t-term 
Domestic Stocks 
International Stocks 
Bonds 
Mortgages 
Real Estate 
Receivables 
Miscellaneous 

Total Market Value 

Member Deposit Reserve 
DROP Reserve 
Employer Reserve 
Retired Members Reserve 
General Reserve 
Undistributed Reserve 
Encumbrance Reserve 
Supplemental Benefit Reserve 
Receivables Reserve 
Fixed Assets Reserve 
Retiree Health Insurance Reserve 
401 (h) Reserve 
Supplemental COLA Reserve 
City Changes Reserve 
UPD Changes Reserve 
Employee Cont. Rate Inc. 
NPO Reserve 
Payables 

Total Reserves $2,631,556,452 
Unrealized Appreciation (21,933,180) 
Total Market Value $2,609,623,272 

(Continued on Next Page) 





San Diego City Employees' Retirement System 

Summary of Reported Asset Information 

Submitted for the June 30,2004 Valuation 

Market Value of 
Reported Assets Reserves 

CashlS hort-term $343,851,225 Member Deposit Reserve $481,069,841 
Stocks I ,296,359,749 Drop Reserve 185,107,857 
International Stocks 531,526,719 Employer Reserve 258,796,193 
Bonds 61 7,720,971 Retired Members Reserve 1,690,624,783 * 

Mortgages 17,022 Undistributed Reserve 164,876,711 
Real  state' 277,859,857 Encumbrance Reserve 1,640,732 
Receivables 86,500,203 Receivables Reserve 20,919,415 
Short Term Investments 214,401,OI 8 Fixed Assets Reserve 190,949 

, .  Retiree Health 401 (h) Reserve 7,910,366 

Miscellaneous 2,522 Supplemental COLA Reserve 21,739,416 
Employee Cont. Rate Inc. Reserve 21,391,905 

Total Market value' . $3,368,239,286 Payables 90,665,490 

' * .. 
Total Reserves $2,944,933,658 
Unrealized Appreciation 423,305,625 
Total Market value' $3,368,239,286 

.." . ' Excluding $323,718,683 "wash" item for Securities Lending Collateral. 

We are using this value per the auditor's office. Another figure of $275,358,276 was also reflected in the financials. 
2. J .' 

. - < -  - - - 3  - ,.,* - * . <  

..i(',% t. ' P I  , - .  . -. 

(Continued on Next Page) 
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SDCERSCXTY OF SAN DIEC33 
30, a 0 5  ACTUARIAL VACUATION 

SECTION 
. . ASSETS 

Table 11-3 below develops both the net market value and net book value of system assets. yet  
assets are those assets available to fund the liabilities valued in detemini2g the System's 
contribution requirements. 

..... 

C. Reserve for ,DROP contributions 
d. Reserve for Employee Contribution Rate Increase 
e. Reserve for Supplemental Cola 
f. Total Excludable: Sum of a through e. . 267,172,329 



SDCERS-CITY OF SAN DIEGO 
,IIlNE 30,2006 ACTLTARIAL VALlJATION 

SECTION 11 
ASSETS 

A. Disclosure 

The market value of assets represents a "snap-shot" value as of the last day of the fiscal year that 
provides the principal basis for measuring financial performance from one year to the next. 
Market values, however, can fluctuate widely with corresponding swings in the marketplace. 
Because these fluctuations would result in volatility in employer contributions, an actuarial value 
of assets is developed. Table 11-1 below discloses the market value by asset class of SDCERS - 
All employers' gross assets on June 30,2006. Table 11-2 which follows, discloses the book value 
of gross assets, by type of book reserve. 

International Stocks 

Short Term Investments 
Fixed Assets 
Miscellaneous 
Accounts Payable 

Table 11-2 
SDCERS - All Employers 

Summary of Book Value of Reserves of Total Defined Benefit Plan Assets 

Member Deposit Reserve $ 567,766.248 
DROP Reserve 225,570,127 
Employer Reserve 1 16,846,660 
Retired Members Reserve 2,126,403,964 
Undistributed Reserve 619,925,093 
Encumbrance Reserve 72 1,973 
Receivables Reserve 20,300,054 
Fixed Assets Reserve 116,125 
Retiree Health 40 1 (h) Reserve 0 
Supplel~~ental COLA Reserve 17,273,016 
Elnployee Contribution Rate Inc. Reserve 0 
Other 0 

Book Value of Reserves - June 30, 2006 $ 3,694,923,260 
Unrealized Appreciation 531,516,541 
Market Value of Assets - June 30, 2006 % 4,226,439,801 
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K \Speoal  Requests\SDCERS415 Testing VCR xls 



ATTACHMENT 6 



SDCERS-CITY OF SAN DIEGO 
JUNE 30,2006 ACTUARIAL VALUATION 

SECTION 111 
LIABILITIES 

I 
1 
I Table 111-la 

3,639,468,040 
135,169,560 
344,346,695 

1,737,804,362 
Beneficiaries / 1 15,456,455 ( 101,112.062 

1,970,655,791 
Terminated Vesteds 189,840,833 

371,327,233 
2,335,419,143 

1 15,456,455 

4,982,699,455 

Market Value of Assets $ 3,98 1,93 1,694 $ I 3,205,72 1,975 
Actuarial Value of Assets $ 3,981,93 1,694 $ 2,983,079,852 

Actuarial Liabilitv - EAN 
Total Present Value of Benefits 1 $ 6,475,469,077 

Present Value of Future Normal Costs 
Employer Portion 705,063,836 
Employee Portion 578.443.905 

Actuarial Liability - EAN $ 5,191,961,336 

2,983,079,852 

supplemental COLA reserves, nor did it apply IRC section 4 15. 



San Diego City Employees' Retirement System 
Funding Process lndicators - Historic Comparison 

($ in Thousands) 

Continuation lndicators 

Valuation Valuation Funded Meinber Ratio to 
Date - Ratio - UAAL - - P a d  Pavroll - Assets AAL 

6130102 $2,448,208 $3,168,921 77.3% 
6130103 $2,375,431 $3,484,832 68.2% 
6/30/034 $2,375,431 $3,532,626 67.2% 
6/30/04 $2,628,680. $3,962,237 66.3% 
6130/045 $2,628,680 $3,997,328 65.8% 

AAL - Actuarial Accrued Liability 

UAAL - Unfunded Actuarial Accrued Liability 

Historic Comparison of Funded Ratio 

Year Ended June 30 

' Reflects revised actuarial and economic assumptions , . .  , . - , -. .. ,. -. " . . . 

Reflects Manager's Proposal 
3 Reflects Corbett non-contingent benefit increases 
4 Includes change in benefits for General Members 

Reflects revised actuarial assumptions 

,. . , . 
j , .  
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SDCERS CONTRIBUTION SCHEDULE AND SETTLEMENT AMOUNTS 

7/1/2005 to 6/30/2006 1 6/30/2004 1 GRS 

ARC is for Fiscal 
I Year 

Extra City Contribution 
Received (Note: Cheiron 

replicated 
numbers) 

Valuation 
Report Date 

7/1/2006 to 6/30/2007 1 6/30/2005 1 Cheiron 

Prepared By 

Extra City Contribution 
Received 

Extra City Contribution 
Received 

7/1/2007 to 6/30/2008 1 611012006 I Cheiron 

Extra City Contribution 
Received 

GRANDTOTALS I 

7/1/2005 (Note: Initial IRS filing made 7/12/05 Additional 
filings proposing additional City contributions made 

6/22/2006 4/19/06, 5/9/06, 6/7/06, 6/13/06, 6/19/06, and 6/22/06.)' 

ARC Amount 

401th) for First Period: 
$3 1,618,356 

Retiree Health Adminlstrat~ve Expenses 

71 1 3 98,qJ $2,211,895 

Payment Dates Amount Paid 
to Date 

7/1/2006 

Settlement amounts in this group calculated as of June 30, 2006. Includes interest at 8% to June 30, 2006 
"' Did not include difference between $163 and $156 M slnce paid 7/1/05 prior to first filing with IRS on 7/12/05 
*** Settlement amounts calculated as of June 30,2007. Includes interest at 8% to June 30, 2007. 

6/29/07 

August 20,2007 

Amounts Due from City per IRS 
(Amounts Due Established Per IRS Settlement) 

$162.0 M 

Amount raid 
Over the ARC 
Since 7/12/05 

10% Disability Overpayment: 
$1,221,543 

(Note: IRS filing on 4 15 made 8/6/06) *** 

$6.2 M 415 Excess Benefits: 
$8,160,027 



Exhibit J 

CITY of SAN DIEGO 

MEMORANDUM 

DATE : ~ u l y ' ~ ,  2005 

TO : Larry Grissom, SDCERS Retirement Administrator 
# 

FROM : ~ohn'~orei l ,  Auditor 
Lisa irvine, Dep 

SUBJECT : Employer Retirement Contribution prepayment -Transfer on July 1, 2005 

This is t o  inform you that on July 2,  2005 the City transferred $163,000,000 to the City 
Employees' Retirement System (CERS) Trust Fund. This transfer is made up of a 
calculated advance contribution of $156,000,000 (which includes an estimated amount for 
Corbett amortization) for FY2006 and $7,000,000 as additional contribution towards the 
unfunded actuarial liability. Attached is the spreadsheet for the calculated advance. 

Filename: HRetireWemosL4dvance 



CITY OF S A N  DIEGO 
M E M O R A N D U M  

DATE: .June 28,2004 

TO: San Diego City Employees' Retirenzeni Board 

FROM: Terri Aja Webster, Acting Auditor and' Comptroller 
.. . .',," 

SUBJECT: Transfer on July 1,2004 

This is to inform you that on July I ,  2004 the City will transfer $130,000,000 to the City 
Employees' Retirement Systems (CERS) Trust Fund sis the calculated advance of 
employer contributions for Fiscal Year 2005. 

TERM AJA WEBSTER 



. , . . . . .  
k . .  . . . . . . . .  
, , . . . . . .  i'. ".. 

. ., . . . . .  

MEMORANDUM 

' DATE : J u n e  27,2003 

' TO : San Diego City ~mplo iee  Retirement Board 

- FROM : Teiri Aja Webster, Assistant Auditor and, Comptroller 

SUBJECT : . Transfei on July I, 2003 . . 

This is to inform you that on July 1,2003 the City will transfer - $80,937,000 to the  City 
Employees'. Retirement System (CERS) Trust Fund as the calculated advance , . . .  contributions for FY2004. 



MEMORANDUM . , . . . 
. .: . . . . . . .  . . . .  

FILE NO.:. WCARE401 

,DATE : June 28,2002 

TO : , S a n  Diego City Employee Retirement Board 

FROM : Terri Aja Webster, Assistant Auditor and Comptroller 

SUBJECT : Transfer on July 1,2002 

This is to inform you that on July 1, 2002.the City will make the fbllowing transfers. 

1% calculated advance contributions of $54,306,000.00 to the City Employees' 
Retirement System (CERS) Twst Fund for N2003. 

2. . As required by the San Diego Municipal Code Section 24.1203(b)(5) $14,317,073 
of the above amount was credited to the account  8720 'Reserve,for Post Retirement 
Health Care 401(h)' which is.io be solely used for health benefits. . , , 



' MEMO DUM 

San Diego C i t y  Employee ~etirament ~'oard -. 

OM : ~ e r r i  A j a  Webster, Assistant Auditor and ~orn~trol1e-r 

EJECT : Transfer on 2, 2001 

This is.to inform you tha t  on J u l y  2 .  2001 the City will make the 
following transfers. 

1. Calculated advance contributions of $48,026,000.00 to. the 
C i t y  Employees' Retirement System (CERS) Trust Fund f o r  

2 .  As required by the San Diego ~unicipal Code Section 
24.1203 (b) (5) $12,771,254.00 of the above amount was credited 
t o  the account 8720 'Reserve for Post Retirement Health Care 
401 (h )  ' which i s  t o  be s o l e l y  used for heal th  beiief its. 



P X L ~  NO.: H C A R E ~  0  1 

CITY sC SMI D I E M  

' I  

w 
t 

DXTE : June  30,2000 

TO : San Diego C i t y  Employee Retirement  Board 

FUOH : Tersi Aja Webster , A s s i s t a n t  Auditor  and ~ o m ~ t r o l l e r '  

SVBJ~CT : Transfer  on J u l y  3 ,  2000 

T h i s  is t o  inform you t h a t  on J u l y  3 ,  2000 t h e  City w i l l  make t h e  
following t r a n s f e r s .  

1. c a l c u l a t e d  advance c o n t r i b u t i o n s  of $42,801,000.00 t o  the 
City Employees1 Retirement System (CERS) Trus t  Fund f o r  
FY2001. 

2 .  As r e q u i r e d  by t h e  San Diego Municipal Code S e c t i o n  
24.1203 (b) ( 5 )  $11,374,263.00 of t h e  above amount was c r e d i t e d  
t o  t h e  account  8720 'Reserve for P o s t  Retirement Heal th C a r e  
40f(h)' which is t o  be s o l e l y  used  f o r  h e a l t h  b e n e f i t s .  



PILg m.: 

DATE : 

m :  

mOH : 

smaJeC+: 

. . 
' . -. 

CITY of SAN DIEGO d 

r n M 0  UM 

June 25,1999 

San Diego City Employee Retirement Board 

Terri Aja ~ebstei, ~ssistant Auditar and Comptroller 

Transfer on July X, 1999 

This is to inform you that on July 1, 1999 the City will make the 
following transfers. 

1. calculated advance contributions of $38,908,000.00 to the 
City Employees1 Retirement System (CERS) Trust Fund for 
FY2000. 

2. As required by the San Diego Municipal Code Section 
24.1203 (b) (5) $9,000,000.00 of the above amount was credited 
to the account 8720 'Reserve for Post Retirement Health Care 
401 (h) which is to be solely used for health. benaf its. 
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