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Internal Controls.  SDCERS has established a framework of internal controls to provide reasonable assurance 
that assets are properly safeguarded, transactions are properly executed and the financial statements are 
reliable.  In addition, our Internal Auditor reviews our internal controls and operations and he reports regularly 
to the Audit Committee.  The SDCERS Audit Committee reviews the audit findings and recommendations for 
improvement in internal control and the actions of management to implement these recommendations.

Organization of the CAFR.  This CAFR, which is available upon request and on-line at www.sdcers.org, is 
divided into five sections: 

•	 The Introductory Section contains Transmittal Letters and organizational information.

•	 The Financial Section presents the Independent Auditors’ Report prepared by Macias Gini & O’Connell, 
MD&A, audited financial statements for FY 2008 and FY 2007, and other financial and operational 
information.

•	 The Investment Section contains SDCERS’ Investment Consultant’s Statement, prepared by Callan Associates, 
SDCERS’ asset class investment returns, a list of SDCERS’ external  investment management firms, SDCERS’ 
statement of investment objectives and policies, graphs and schedules depicting asset allocation and asset 
diversification, and ten years of historical investment performance and asset holdings information.

•	 The Actuarial Section includes SDCERS’ Actuary’s Certification Letter, prepared by Cheiron, and supporting 
schedules and information that pertain to SDCERS’ participants and benefits.  

•	 The Statistical Section contains schedules of comparative data related to SDCERS’ revenues and expenses, 
active and inactive members and retirees, average monthly retirement benefits, and a list of participating 
plan sponsors.

Acknowledgments.  I would like to express my personal appreciation to our Trustees and Audit Committee 
members who, without compensation, have provided the leadership, direction and support that have made all of 
our recent achievements possible.  Our plan sponsors, members, and the citizens of our community have been 
well served by their stewardship of SDCERS.

Raymond Ellis and Mark Oemcke, our two newest Trustees, were appointed by the Mayor, confirmed by the City 
Council and sworn in as Trustees at the Board’s October 2008 meeting.  Both bring great financial experience 
and energy to the Board.  Trustee George Murray’s last meeting was in October.  Refusing to abandon his post 
until his successor was sworn in, George served for an additional 19 months after his term expired.  He served 
with great distinction, and we all will miss his wisdom, judgment and humor very much.

Finally, I would like to thank my SDCERS colleagues.  Each one works hard and takes very seriously their role in 
providing for the financial security of our members, retirees and beneficiaries.  While it is fashionable in some 
circles to belittle public employees, SDCERS’ staff is dedicated and committed to ensure the System’s success.  
Their individual efforts, combined with those of a great group of professionals and investment managers, inspires 
me each day.      

As I have said many times, SDCERS has accomplished more over the past few years than any other public pension 
system in the country. If you doubt it, please read the “Progress Report on the San Diego City Employees’ 
Retirement System” on our website.  These achievements, many of which are noted above, are due to the leadership of 
our Trustees, the hard work of SDCERS’ employees and the support of our members, retirees and beneficiaries.  

It is a pleasure and an honor to work with and serve you as SDCERS’ Administrator and CEO.  

Respectfully submitted,

David B. Wescoe    
Administrator/CEO

Introductory Section











2008 2007
Increase/ 

(Decrease)
Percentage 

Change 2007 2006
Increase/ 

(Decrease)
Percentage 

Change

Total Additions (Table 2)  ($165,901)  $945,918,889 ($946,084,790) -100.0%  $945,918,889  $822,060,027  $123,858,862 15.1%

 
Less Total Deductions 
(Table 3)     296,707,473   278,023,121       18,684,352 6.7%   278,023,121   259,987,322     18,035,799 6.9%

 
Net Increase (Decrease) 
in Defined Benefit Pension 
Plan's Net Assets ($296,873,374) $667,895,768 ($964,769,142) -144.4% $667,895,768 $562,072,705 $105,823,063 18.8%

 
Additions as a Percentage of 
Current Year Deductions -0.1% 340.2%                    -   n/a 340.2% 316.2%                    -   n/a



2008 2007

City of San Diego Unified Port District Airport Authority Total Total

ASSETS

Cash and Cash Equivalents

 Cash or Equity in Pooled Cash and Investments with the 
  City of San Diego $4,822,502 $243,078 $56,602 $5,122,182 $490,168

 Cash and Cash Equivalents on Deposit with Custodial Bank 
  and Fiscal Agents 472,065,241 23,794,385 5,540,645 501,400,271 527,795,020

 Total Cash and Cash Equivalents 476,887,743 24,037,463 5,597,247 506,522,453 528,285,188

Receivables

 Plan Sponsors' and Members' Contributions 3,230,740 140,754 83,595 3,455,089 9,025,135 

 Members'  - Purchased Service Contracts 12,089,911 1,463,441 787,443 14,340,795 17,247,817 

 Accrued Interest Receivable 15,840,017 798,414 185,915 16,824,346 13,730,628 

 Securities Sold 94,213,670 4,748,827 1,105,789 100,068,286 79,153,778 

  Total Receivables 125,374,338 7,151,436 2,162,742 134,688,516 119,157,358 

Investments, at Fair Value

 Short-Term Investments 39,794,883 2,005,856 467,074 42,267,813 52,998,771 

 Domestic Fixed Income Securities 940,203,733 47,390,842 11,035,202 998,629,777 810,554,203 

 International Fixed Income Securities 172,407,762 8,690,189 2,023,556 183,121,507 176,388,316 

 Domestic Equity Securities 1,676,650,767 84,511,354 19,678,905 1,780,841,026 2,021,799,800 

 International Equity Securities 771,564,513 38,890,605 9,055,878 819,510,996 900,229,222 

 Mortgages -   -   -   - 2,674 

 Directly-Owned Real Estate Assets and Real Estate Equity Securities 459,007,003 23,136,186 5,387,380 487,530,569 440,972,250 

  Total Investments 4,059,628,661 204,625,032 47,647,995 4,311,901,688 4,402,945,236 

Securities Lending Cash Collateral 634,647,061 31,989,299 7,448,873 674,085,233 854,630,428 

  Total Investments Including Securities Lending Cash Collateral 4,694,275,722 236,614,331 55,096,868 4,985,986,921 5,257,575,664 

Prepaid Expenses 14,748 743 173 15,664 62,918 

Capital Assets at Cost, Net of Accumulated Depreciation of 
 $379,862 and $317,783, respectively 492,240 24,812 5,777 522,829 201,470 

TOTAL ASSETS $5,297,044,791 $267,828,785 $62,862,807 $5,627,736,383 $5,905,282,598 

LIABILITIES

     Accounts Payable $726,306  $36,609    $8,525    $771,440    $2,552,199 

     Investment Related Fees Payable 4,976,294 250,829 58,407 5,285,530 5,413,448 

     Accrued Wages and Benefits 663,715 33,454 7,790 704,959 572,026 

     DROP Liability 305,299,867 5,889,582 566,924 311,756,373 271,595,956 

     Pension Liability  776,222 -   -   776,222 776,222 

     Securities Purchased 234,911,682 11,840,692 2,757,166 249,509,540 88,021,859 

     Securities Lending Obligations for Cash Collateral 634,647,061 31,989,299 7,448,873 674,085,233 854,630,428 

TOTAL LIABILITIES $1,182,001,147 $50,040,465 $10,847,685 $1,242,889,297 $1,223,562,138 

NET ASSETS HELD IN TRUST FOR PAYMENT OF PENSION BENEFITS $4,115,043,644 $217,788,320 $52,015,122 $4,384,847,086  $4,681,720,460 

(A Schedule of Funding Progress for each plan sponsor is presented in the Required Supplementary Information section which follows the Notes to the Financial Statements.)

 
For a full understanding of the Statements of Plan Net Assets, please see the accompanying Summary of Significant Accounting Policies and Notes to the Financial Statements, 
which follow.



2008 2007

City of San Diego Unified Port District Airport Authority Total Total

ADDITIONS 

Contributions

 Plan Sponsor  $165,580,938          $6,900,000 
        

$2,520,000  $175,000,938  $181,388,065 

 Members' Portion Paid by Plan Sponsor 15,737,432 2,829,220 1,649,827 20,216,479 22,728,577 

 Members' 45,203,311 1,343,753 739,950 47,287,014 43,927,921 

 Members' for Purchased Service 6,790,375 442,790 28,953 7,262,118 6,042,961 

 Earned Interest on Purchased Service Installment Contracts 832,177 125,366 64,704 1,022,247 1,352,182 

  Total Contributions 234,144,233 11,641,129 5,003,434 250,788,796 255,439,706 

Investment Earnings

 Net Appreciation (Depreciation) in Fair Value of Investments

  Equity (377,899,855) (19,786,635) (4,517,880) (402,204,370) 492,378,369 

  Fixed Income 40,712,529 2,081,554 472,272 43,266,355 25,703,535 

  Real Estate Equity and Real Estate Securities (28,333,716) (1,491,484) (340,886) (30,166,086) 39,493,059 

   Total Net Appreciation (Depreciation) in Fair 
   Value of Investments

       
(365,521,042)      (19,196,565)

           
(4,386,494)

      
(389,104,101)

        
557,574,963 

 Investment Income (Loss)

  Equity - Dividends 67,177,716 3,513,742 802,292 71,493,750 63,459,329 

  Fixed Income - Interest 72,016,432 3,760,225 858,219 76,634,876 79,741,577 

  Real Estate - Income 7,832,467 409,248 93,430 8,335,145 9,035,075 

   Total Investment Income  147,026,615   7,683,215   1,753,941  156,463,771 152,235,981 

 Less Investment Expenses  (22,528,620) (1,177,270) (268,749) (23,974,639) (21,681,992)

   Total Net Investment Income (Loss) (241,023,047) (12,690,620) (2,901,302) (256,614,969) 688,128,952 

 Securities Lending Income

  Gross Earnings 35,099,127 1,832,646    418,276  37,350,049 35,579,779 

  Borrower Rebates (28,314,169) (1,478,380) (337,420) (30,129,969) (33,216,240)

  Administrative Expenses (Lending Agent)   (1,780,814)   (92,982)     (21,222) (1,895,018)  (632,352)

   Net Securities Lending Income         5,004,144          261,284           59,634          5,325,062       1,731,187 

  Total Net Investment Earnings (236,018,903) (12,429,336) (2,841,668) (251,289,907) 689,860,139 

  Other Income 314,839  16,580 3,791 335,210 619,044 

TOTAL ADDITIONS ($1,559,831) ($771,627) $2,165,557 ($165,901) $945,918,889 



2008 2007

City of San Diego Unified Port District Airport Authority Total Total

DEDUCTIONS

Benefit Payments

 Monthly Retirement and Disability Allowances  $232,880,929 $10,048,165 $404,745 $243,333,839 $224,669,237 

 13th Check 4,527,141 168,975 4,014 4,700,130 4,522,573 

 Corbett Benefit 5,524,855 -   -   5,524,855 5,613,906 

 Death Benefit 444,932 10,000 -   454,932  457,035 

  Total Benefit Payments 243,377,857 10,227,140 408,759 254,013,756 235,262,751 

Refunds of Members' Contributions 3,581,254 71,249 214,187 3,866,690 3,393,507 

 Administrative Expenses 15,108,211 630,024 38,111 15,776,346 19,103,395 

 DROP Interest Expenses 22,634,121 378,501 38,059 23,050,681 20,263,468 

TOTAL DEDUCTIONS 284,701,443 11,306,914 699,116 296,707,473 278,023,121 

NET ASSETS HELD IN TRUST FOR PAYMENT OF PENSION BENEFITS

BEGINNING OF YEAR   4,401,304,918 229,866,861 50,548,681 4,681,720,460 4,013,824,692 

NET INCREASE (DECREASE) (286,261,274) (12,078,541) 1,466,441 (296,873,374) 667,895,768 

END OF YEAR $4,115,043,644        $217,788,320 $52,015,122 $4,384,847,086  $4,681,720,460 



ASSETS 
Cash and Cash Equivalents   

 Cash or Equity in Pooled Cash and Investments with the City of San Diego $ 14,607   

 Cash and Cash Equivalents on Deposit with Custodial Bank and Fiscal Agents 111,413  

 Total Cash and Cash Equivalents 126,020  

Receivables   

 Accrued Interest Receivable 714   

Total Receivables 714   

TOTAL ASSETS  $ 126,734

LIABILITIES  
 Accounts Payable $ 331   

 Sundry Trust Liability  126,403   

TOTAL LIABILITIES $ 126,734   

NET ASSETS $ (0)  









As of June 30, 2008 As of June 30, 2007

City 
General 

Members

City 
Safety 

Members

Port         
All 

Members

Airport 
All 

Members

 City 
General 

Members

City 
Safety 

Members

Port         
All Mem-

bers

Airport 
All 

Members

Members
2008:
2007:
Increase:

12,474 
12,289 
    185 

Active Vested 3,392   1,417   372         164      3,449     1,439       371          139 

Deferred Vested     734     168    70    22    685    161   61   18 

Active Non-Vested   2,588  1,090   193     177   2,623     983  188   185 

Inactive Non-Vested  1,521     320  206     40    1,472    288  193    34 

Retirees
2008:
2007:
Increase:

7,318 
 7,040 
    278 

Retired  3,560  2,341    322     11    3,402   2,232  314    9 

DROP Participants     609     430    39     6     602    443    35      3 

Total Members 
and Retirees
2008:
2007:
Increase:

19,792 
19,329 
    463 

Totals 12,404  5,766 1,202 420  12,233  5,546  1,162   388 



June 30, 2008 June 30, 2007

Cash or equity in pooled cash and investments 
on deposit with the City of San Diego $5,122,182 $490,168          

Cash and cash equivalents on deposit with 
Custodial Bank and Fiscal Agents1 501,400,271 527,795,020

Total Cash and Cash Equivalents $506,522,453 $528,285,188       

1 Includes cash collateral from market neutral portfolios (defensive, domestic fixed income strategy) that totaled $432,367,755 as of June 30, 2008 and $433,414,612 as of June 30, 2007.  This 
amount also includes residual cash of $69,032,516 as of June 30, 2008 and $94,380,408 as of June 30, 2007, held in each manager’s portfolio, which is invested overnight by SDCERS’ custodial 
bank. SDCERS does not have a target allocation to cash; any cash or cash equivalent balances on deposit are reserved for paying benefits and SDCERS’ operational expenses.








