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2. Potential Pension Solution Scenario 
The focus of this report is to identify viable options to increase the funded ratio of the 
Retirement System to help restore fiscal stability to the system.  Accordingly, this report 
discusses the use of labor concessions, POBs issuance, sale of under-utilized City lands, 
securitizing lease income or other City revenues, and additional solutions. Thus, this report 
presents a list of potential solutions for the City Council to consider and provide further direction 
to the City Manager to amend and/or implement select solutions or identify new options for 
consideration.    
 
By combining different pension solution sources as presented below, projections reflect that by 
Fiscal Year 2008, the pension funded ratio can be significantly increased. 
 

Solution ($M) FY 06 FY 07 FY 08 Total
Securitization $100 $0 $0 $100
Land Sales 50 -        50 100
POBs -      300 100 400
Total $150 $300 $150 $600  

 
The Pension Solution Scenarios (Declining and Rolling) below show the actuarial results with a 
total of $600 million additional contributions as specified in the above table.  These additional 
contributions are over and above the actuarially required contributions that cover both the 
normal cost and amortization cost of the UAAL.  Note also that the timing of the additional 
contributions in each fiscal year plays a major role on the amortization of the resulting UAAL.  
In other words, the sooner the additional contributions are infused into the Retirement System, 
the greater the positive impact on the funded ratio.  If in fact there are any changes to the 
contributions or the assumed timing, the projected results would differ from these estimates.   
 
The Pension Solution Declining Scenario is shown below: 
 
PENSION SOLUTION DECLINING SCENARIO FY 04 FY 05 FY 06 FY 07 FY 08 FY 09 FY 10 FY 11 FY 12 FY 13 FY 14

Normal Cost Rate 13.1% 13.1% 13.1% 13.1% 13.1% 13.1% 13.1% 13.1% 13.1%
Amortization of UAAL 13.7% 15.7% 14.3% 16.3% 15.5% 17.4% 21.2% 25.1% 28.7%

Total Annual Employer Contribution Rate 13.4% $130M (1) 26.9% 28.9% 27.4% 29.5% 28.6% 30.5% 34.3% 38.2% 41.8%
Normal Cost ($M) $75.3 $75.2 $78.6 $82.0 $85.5 $89.1 $92.8 $96.8 $100.9
Amortization Cost of UAAL ($M) $87.7 $90.1 $85.5 $101.8 $100.5 $117.6 $149.8 $184.6 $220.4

Total Annual Employer Contribution ($M) $73.2 $130.0 $163.0 $165.3 $164.1 $183.8 $186.0 $206.7 $242.6 $281.4 $321.3
Additional City Contribution ($M) -         -          $150.0 $300.0 $150.0 -        -        -        -        -        -        
Total Employer and Additional Contribution ($M) $73.2 $130.0 $313.0 $465.3 $314.1 $183.8 $186.0 $206.7 $242.6 $281.4 $321.3
UAAL ($M) $1,369 $1,540 $1,396 $1,090 $1,022 $1,128 $1,347 $1,548 $1,708 $1,875 $2,052
Funded Ratio 65.8% 65.6% 71.0% 79.0% 81.9% 81.7% 80.0% 79.0% 78.6% 78.4% 78.2%
Net Total Operating Budget (2) ($M) $1,800 $1,901 $2,017 $2,077 $2,140 $2,204 $2,270 $2,338 $2,408 $2,480 $2,555
% of Net Total Operating Budget 4.1% 6.8% 8.1% 8.0% 7.7% 8.3% 8.2% 8.8% 10.1% 11.3% 12.6%
(1) Fixed amount per Gleason Settlement terms.
(2) Assumes 3% growth rate from FY07 through FY14.  
 
The actuarial projections recognize the higher assets resulting from these additional 
contributions, which are in addition to the anticipated regularly scheduled contributions based on 
the normal cost and amortization of the UAAL.  The estimated funded ratio improves from 
approximately 66% currently to approximately 82% as of 6/30/2008 due to these additional 
contributions and then declines gradually to approximately 78% as of 6/30/2014.  Under the 
Pension Solution Declining Scenario, City annual contributions toward normal cost and 
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