Every challenge encountered
is an opportunity for

GROWTH

POPULAR ANNUAL FINANCIAL REPORT FOR
THE FISCAL YEAR ENDED JUNE 30, 2020
A defined benefit pension plan trust for employees of
the City of San Diego, the San Diego Unified Port District, and
the San Diego County Regional Airport Authority.
A fiduciary component unit of the City of San Diego, CA.

SDCERS is pleased to present the fiscal year 2020 Popular
Annual Financial Report (PAFR) to members of our three
plan sponsors – the City of San Diego, the San Diego
Unified Port District, and the San Diego County Regional
Airport Authority.

SDCERS employs an independent actuary to conduct
annual actuarial valuations. The most recent valuations,
dated June 30, 2019, show that the City’s plan is 71.6%
funded, the Unified Port District’s plan is 75.6% funded,
and the Airport Authority’s plan is 90.8% funded. All three
plan sponsors paid 100% of their Actuarially Determined
Contributions in FY 2020, continuing to fulfill their strong
commitment to funding plan benefits.

The information provided in this PAFR is a snapshot of
the detailed information contained in the Comprehensive
Annual Financial Report (CAFR). The PAFR provides
a summary of SDCERS’ financial health, investment
performance, and key accomplishments throughout the
fiscal year. For more in-depth information, we encourage
you to read the CAFR, which you can find on SDCERS’
website at www.sdcers.org under the “Financials &
Investments” tab.

I would like to express my thanks to the Board of
Administration, the Board’s Committees, and SDCERS
staff who worked steadfastly in the best interest of our
members and plan sponsors at the onset of the COVID
pandemic and thereafter to ensure SDCERS continues
to successfully deliver accurate and timely benefits and
ensure the Trust fund’s safety, integrity, and growth. While
there were many obstacles to overcome this past fiscal
year, working together with our consultants, providers,
and stakeholder groups, SDCERS successfully transitioned
to a teleworking business plan and continued to deliver
member services and monthly retirement benefit
payments on time and in full. These accomplishments
would not have been possible without the Board and
staff’s commitment and leadership. Their dedication
ensures our plan sponsors, members, and the citizens of
San Diego are well-served.

SDCERS’ fiscal year 2020 investment return (net of fees)
is .5%, which reflects the severe investment market losses
suffered during the onset of the COVID-19 pandemic.
The fiscal year investment return is well below our 6.5%
actuarially assumed return. The net investment return is
5.4% over the past three years, 6.1% over the past five
years, and 8.6% over the past 10 years. Over the past
20 years, SDCERS’ net investment return is 6.6%, which
is in the top 5% for public pension plans. SDCERS’
investment philosophy strategy remains focused on longterm results. Our long-standing, disciplined strategy of a
well-balanced portfolio will continue to provide members
with sustainable benefits for their retirement. As a pension
system, long-term investment performance is much more
important than returns from any single year. Our goal is
to ensure we continue to have sufficient assets to pay
benefits not only for our current retirees, but for our active
members as well when they retire.

SDCERS looks forward to continuing its mission to deliver
accurate and timely retirement benefits to its members
based on a disciplined investment strategy in the coming
year.
Sincerely,

The SDCERS long-term earnings assumption is 6.5%.
This assumed rate of return aligns our actuarial earnings
assumption with future capital market projections from
our investment consultants, and the investment income
combined with contributions from our plan sponsors
and active members ensure adequate funding of future
benefits.

Gregg Rademacher
Chief Executive Officer

INVESTMENTS
This fiscal year, SDCERS conducted a General Investment Consultant search. The General Investment Consultant assists with
a wide range of investment activities including strategic and tactical investment planning, investment manager due diligence,
research and recommendations, market research, portfolio monitoring, and performance calculations. SDCERS is required
to conduct a search to evaluate its existing relationship and assess the services of other firms at least every seven years.
SDCERS utilized Cortex Consulting to assist with this search. After a thorough search process, SDCERS’ Board voted to retain
Aon as the General Investment Consultant.
SDCERS also conducted a Proxy Voting Vendor search this fiscal year. SDCERS utilizes a Proxy Voting Vendor to conduct
research and vote proxies on its behalf and is required to conduct a search to evaluate its existing relationship and assess the
services of other firms at least every five years. SDCERS chose to retain the services of Glass Lewis as its Proxy Voting Vendor.
SDCERS uses State Street as its Custodian Bank. This fiscal year, SDCERS implemented State Street’s Alternative Investment
Services (AIS) to provide support, monitoring, and cash flow management for its private markets (Private Equity, Real Estate,
and Infrastructure) investments. As a result, SDCERS is able to more efficiently monitor its private markets investments and
fund new commitments.
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ACTUAL ASSET ALLOCATION

GROWTH OF INVESTMENTS,
AT FAIR VALUE Periods Ending June 30

As of June 30, 2020

$9,000

Domestic Equity Strategies

17.2%

International Equity Strategies

14.4

$7,000

7.9

Domestic Fixed Income Strategies

22.2

Emerging Market Debt Strategies

5.0

Real Estate Strategies

11.4

Private Equity and Infrastructure Strategies

13.6

Opportunity Fund Strategies

6.3
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2.0

Total

100.0%

$6,000
MILLIONS

Global Equity Strategies

$8,000

$4,000
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$1,000

HISTORICAL INVESTMENT PERFORMANCE
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24.2%
16.8%
13.5%

13.6%

15.00%

8.2%
3.3%

5.00%

0.9%

*Total Fund returns are shown net
of investment management fees
beginning FY 2011.
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SDCERS’ Long-Term Earnings Assumption Rate for the year ended June 30, 2020 is 6.5%
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FINANCIALS

2015

2016

2017

2018

Plan Sponsor

Unified Port District

Airport Authority

2020

Total Fund*

FUNDED RATIO AND UNFUNDED ACTUARIAL LIABILITY (UAL)
City of San Diego

2019

2019

As of June 30

2018

2017

2016

2015

Funded Ratio

71.6%

70.8%

71.2%

71.6%

75.6%

UAL (billions)

$3.0

$3.0

$2.8

$2.6

$2.0

Funded Ratio

75.6%

74.2%

74.3%

74.4%

78.8%

$146.1

UAL (millions)
Funded Ratio

90.8%

UAL (millions)

$20.3

$149.2
89.0%
$22.4

$138.4
89.2%
$19.8

$129.5
89.4%
$17.6

$96.2
97.2%
$3.9

The chart summarizes key information from the most current independent actuarial valuation performed for SDCERS. The Funded Ratio is the relative percentage of actuarial assets
to actuarial liabilities. The UAL (Unfunded Actuarial Liability) is the difference in dollars between actuarial assets and actuarial liabilities. Data for FY 2019 is the most recent available
from SDCERS’ actuary.
Agency funds that do not represent the assets of SDCERS are excluded from the financial summary.
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FINANCIALS

(Continued)

STATEMENT OF FIDUCIARY NET POSITION

As of June 30 (Dollars in Thousands)

2020

2019

2018

Total

Total

City of
San Diego

Unified Port
District

Airport
Authority

Custodial
Funds

$206,629

$35,937

$60,067

$55

$302,688

$351,168

$290,147

222,906

12,814

4,389

-

240,109

569,105

181,881

7,604,445

433,819

150,873

-

8,189,137

8,296,129

8,083,419

106,656

6,442

2,850

-

115,948

142,430

171,321

3,630

206

52

-

3,888

4,558

5,145

TOTAL ASSETS

$8,144,266

$489,218

$218,231

$55 $8,851,770

$9,363,390

$8,731,913

Current Liabilities

388,853

22,047

7,472

10

418,382

773,170

473,615

Supplemental Benefits Payable

11,450

304

67

-

11,821

11,778

11,788

Securities Lending Obligations

106,678

6,442

2,849

-

115,969

142,439

171,306

$506,981

$28,793

$10,388

$10

$546,172

$927,387

$656,709

$7,637,285

$460,425

$207,843

$45 $8,305,598

$8,436,003

$8,075,204

Cash & Cash Equivalents
Receivables
Investments, at Fair Value
Securities Lending Collateral
Capital Assets plus Prepaid Expenses

TOTAL LIABILITIES
FIDUCIARY NET POSITION

Total

This table depicts a summary presentation of the assets and liabilities of SDCERS and reflects the resources available to pay benefits to members and beneficiaries at the end of
the fiscal year. The Statement of Fiduciary Net Position is presented with a more detailed analysis in SDCERS’ Comprehensive Annual Financial Report (CAFR).

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION For the Years Ended June 30 (Dollars in Thousands)
2020

2019

2018

Total

Total

Total

City of
San Diego

Unified Port
District

Airport
Authority

Custodial
Funds

$352,060

$19,306

$8,356

$-

$379,722

$350,319

$351,337

66,363

3,634

3,253

-

73,250

67,061

61,853

4,578

267

138

-

4,983

5,099

5,521

-

-

-

44,466

44,466

-

-

19,006

1,106

390

-

20,502

518,191

644,214

$442,007

$24,313

$12,137

$44,466

$522,923

$940,670

$1,062,925

532,620

27,695

6,502

-

566,817

540,467

516,216

-

-

-

43,633

43,633

-

-

7,641

265

167

-

8,073

5,588

5,676

Administrative Expenses

10,688

721

387

828

12,624

11,267

11,579

DROP Interest Expense

21,576

580

65

-

22,221

22,549

23,008

$572,525

$29,261

$7,121

$44,461

$653,368

$579,871

$556,479

CHANGES IN FIDUCIARY NET POSITION

(130,518)

(4,948)

5,016

5

(130,445)

360,799

506,446

FIDUCIARY NET POSITION AT JULY 1*

7,767,803

465,373

202,827

40

8,436,043

8,075,204

7,568,758

FIDUCIARY NET POSITION AT JUNE 30

$7,637,285

$460,425

$207,843

$45 $8,305,598

$8,436,003

$8,075,204

Plan Sponsor Contributions
Member Contributions and Other Contributions
DROP Contributions
Healthcare and POB Contributions
Net Investment Earnings
TOTAL ADDITIONS
Benefit Payments
Healthcare and POB Benefits
Refunds of Member Contributions

TOTAL DEDUCTIONS

This table reflects the financial activity of SDCERS for the fiscal year and presents information to illustrate how SDCERS’ fiduciary net position changes as a result of this activity.
Contributions from both Sponsors and Members, Healthcare and POB Contributions and Net Investment Earnings are the main additions to the pension system. The payment
of retirement benefits accounts for the majority of deductions from the trust funds. This is a summarized version of the data presented and analyzed in SDCERS’ CAFR.
* Beginning Fiduciary Net Position for the Custodial Funds was restated. See SDCERS’ FY 2020 CAFR for further details.
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SELECTED ACCOMPLISHMENTS
COVID-19 & the Transition
to a Remote Workplace
In March of 2020, the COVID-19
pandemic and resulting quarantine
required the large majority of
SDCERS’ staff to quickly adapt to
a remote working environment.
SDCERS rose to the challenge and
successfully continued processing
retirements and paying pension
benefits accurately and on time.
SDCERS was also forced to cancel
all planned in-person retirement
educational seminars. However,
rather than cancel these seminars
entirely, they were swiftly turned
into online webinars, which active
members could attend remotely. All
of SDCERS’ retirement counseling
appointments, which used to take
place in the office, had to be adapted
to take place over the phone.
One of the most significant
challenges SDCERS faced was
how to handle customer service
while staff was unable to come into
the office. Initially, SDCERS had
to shut down its main phone line
and could not receive incoming
calls from March 20 through May
26, due to the fact that our Call
Center was configured to operate in
SDCERS’ physical offices. SDCERS’
members were immediately alerted
and directed to the “Contact Us”
feature on the website, which allows
members to submit questions
electronically. With this workaround,
the Call Center was able to answer
member questions remotely, via
email or by calling them directly
from their personal cell phones.
SDCERS was able to partially
re-open the Call Center on June 1,
and then implemented a new
remote Call Center that allowed
SDCERS representatives to receive
calls while working from home.

SDCERS’ Awards
The Public Pension Coordinating
Council awarded SDCERS the 2020
Public Pension Standards Award for
Funding and Administration. This
is the third year in a row SDCERS
has received this award, which was
granted in part because our three
plan sponsors pay their Annual
Required Contributions in full and
on time every year.
SDCERS also received the Municipal
Information System Association
of California (MISAC) Quality
Information Technology Practices
Award for the third consecutive
year. This award acknowledges
SDCERS is following best practices
in IT administration, audit, network,
and security. Receiving the MISAC
Quality IT Practices Award is an
honor and tribute to the dedication
and performance of SDCERS’ IT
staff and contractors.

New Educational Videos
In the first half of the fiscal
year, SDCERS added two new
educational videos to its website.
The first video, titled “SDCERS
101,” explains what SDCERS is,
how a pension benefit is generally
calculated, and how to begin the
retirement process. This video was
well-received and shown at the
beginning of several Pre-Retirement
Seminars. The second video, titled
“How DROP Works,” was released
in December 2019. This video is
approximately six minutes long
and explains what the Deferred
Retirement Option Plan (“DROP”)
is, who is eligible to participate
in DROP, and how to begin the
DROP entry process. “How DROP
Works” was shown at the beginning
of several DROP Entry Seminars.
Within one year of publication, both
videos had amassed thousands
of views on SDCERS’ YouTube
channel.
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Government Finance Officers Association

Award for
Outstanding
Achievement in
Popular Annual
Financial Reporting
Presented to

San Diego City
Employees' Retirement System

Text38:
Text53:

California
For its Annual
Financial Report
for the Fiscal Year Ended

June 30, 2019

Executive Director/CEO

SDCERS' MEMBERSHIP
as of June 30, 2020
CITY OF SAN DIEGO

Active & Inactive Members:
8,433
Retired Members & DROP Participants:
10,409
		

UNIFIED PORT DISTRICT

Active & Inactive Members:
620
Retired Members & DROP Participants:
628
		

AIRPORT AUTHORITY

Active & Inactive Members:
Retired Members & DROP Participants:

TOTAL SDCERS MEMBERSHIP

538
157

20,785

PRESORTED
STANDARD
U.S. POSTAGE
PAID
SAN DIEGO, CA
PERMIT 134

401 West A Street, Suite 400
San Diego, CA 92101

This Popular Annual Financial Report (PAFR) is a summary
depiction of SDCERS’ audited financial statements and other
information contained in SDCERS’ Comprehensive Annual
Financial Report (CAFR). The complete audited financial
statements and pertinent notes to the financial statements can
be found in SDCERS’ 2020 CAFR. SDCERS’ PAFR provides
summary financial information and does not conform to Generally
Accepted Accounting Principles (GAAP); the SDCERS’ CAFR
conforms to GAAP and provides a comprehensive overview of
the System’s financial and operating results.
SDCERS’ CAFR is available for review at www.sdcers.org within
the “Financials & Investments” section or at the SDCERS office.
facebook.com/SanDiegoCityEmployeesRetirementSystem
linkedin.com/company/sdcers

@SDCERS

