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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)
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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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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
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