focused on your future

D e b r a Wo o d a r d , C i t y o f S a n D i e g o R e t i r e e , 3 2 y e a r s o f s e r v i c e .

POPULAR annual financial report
O f the S a n D ie g o C ity E m p l oyees ’ Reti r e m e n t S yste m
A component unit of the Cit y of San Diego

for the fiscal year ended j u ne 30, 2009

A Defined Benefit Pension Plan for Employees of the City of San Diego, the Unified Port of San Diego and the San Diego County Regional Airport Authority.

introduction
We are pleased to present this Popular Annual Financial Report to our active and retired members
from the City of San Diego, the Unified Port District and the San Diego County Regional Airport Authority. SDCERS administers the retirement plans for these three plan sponsors.
It should come as no surprise that one of the worst investment periods since 1929 negatively
impacted SDCERS’ investments for the fiscal year ending June 30, 2009, as it did every other
institutional and individual investor. SDCERS’ total return for the fiscal year 2009 was -19.2%
compared to -4.7% for the fiscal year 2008. Our longer-term performance, however, is much better.
SDCERS’ annualized total investment return was -3.5% over the past three years, +2.3% over the
past five years, and +4.6% over the past 10 years, which is in the top 2% for public pension plans.
SDCERS does not invest for the short term. While 2009 was a tough investment year, our philosophy
and strategy remain focused on working and investing for the long haul. Like our members who serve
the public from across a counter, in a uniform, over the phone or behind the scenes, SDCERS is
committed to remaining disciplined and forward thinking.
Investment markets have improved significantly since July 1, 2009, and our investment goals remain
the same as ever: to prudently manage SDCERS’ assets in a manner that ensures our members
receive the retirement benefit they worked so hard to earn.
Focused on the future. It’s a goal we all share, and one that will pay important dividends down the road.
As always, it is a pleasure and honor to serve you.

Mark A. Hovey
Interim Administrator/CEO
Chief Financial Officer

on the cover
Debra Woodard
City of San Diego Retiree - 32 years of service
Debra began her career with the City of San Diego in 1975, in
the Police Department’s clerical pool. She focused her efforts
on how to move up the City ladder, where her rungs would later
include the City Attorney’s office, General Services’ Buildings
Division and finally, Citizen’s Assistance, where she worked until
her retirement providing information and directions to the public
and employees visiting the City Administration Building.

Retired just one year, Debra has embraced retirement with as
much verve as the time she spent serving the public. Line dancing
classes twice a week, Mexico blues festivals, and travels to New
Orleans, Hawaii and Georgia keep her young and her calendar
full. “People I’ve never met stop me randomly, wherever I go, and
still ask me a question or directions,” says Debra. “My husband says
I must have ‘Information’ permanently stamped on my forehead.”

long-term commitment
In order to attain an appropriate level of funding for each member, SDCERS’ actuary specifies a formula to calculate
the amount that would need to be contributed by participating Plan Sponsors and Members each year until retirement.
SDCERS invests these contributions utilizing a long-term investment strategy consisting of a diversified mix of equities,
fixed income and real estate. Plan Sponsor and Member contributions, along with investment earnings, represent the
three funding sources from which SDCERS pays benefits and its operational expenses.
Ta r g e t A s s e t A l l o c a t i o n
As of June 30, 2009

Domestic Equity Strategies
38.0%
International Equity Strategies
17.0%
Domestic Fixed Income Strategies 21.0%
Market Neutral Strategies
9.0%
International Fixed Income Strategies 4.0%
Real Estate Strategies
11.0%
Total
100.0%
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Realized Earnings are depicted in this historical schedule because the payment of certain
benefits are dependent upon the level of annual realized earnings generated on invested
assets. The calculation of realized gains and losses disclosed is independent of the
calculation of net appreciation (depreciation) in the financial statements.
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Elias Uskokovic
Unified Port District,
Harbor Police
With just a year and a half under his belt as a
member of the San Diego Harbor Police, Elias is
focused on a promising career in law enforcement.
Prior to being hired by the Unified Port of San Diego,
Elias was a member of the U.S. Border Patrol.
Today, his time is spent serving as the primary law
enforcement presence for the San Diego Bay and Port
tenants. Elias says he likes the diversity of the job,
thanks to the various services his team provides.
“I can be on a boat one day, spend the next day at
the airport and be making traffic stops the next,” says
Elias. “One day is really never like the one before.”

accomplished
Education and outr e ach
The Member Services team led a great effort to educate and counsel
active Deferred Retirement Option Plan (DROP) members regarding
the change in DROP interest crediting rates that went into effect July
1, 2009. SDCERS held three group sessions for members, providing
an overview and answering questions about the changes being made
and the options available to DROP members. The Member Services
team conducted a record-setting 1,232 counseling sessions and
responded to more than 8,000 phone calls between January and
June of 2009. SDCERS staff went above and beyond to guarantee
that any member who wanted to retire by June 30, 2009 would be
able to do so, and as a result assisted 618 members into retirement
by the June 30 deadline.

B e st practic e s in communicating

Dianne Haynes
San Diego Fire and Rescue,
Firefighter/Paramedic
A San Diego transplant from Virginia, Diane
followed a likely career path toward fire and
rescue, after working as an athletic trainer,
personal trainer, lifeguard and EMT. Working out
of Station 22 in Point Loma, Diane balances her
career with also being the mother of two boys.
“I feel so blessed to have the job I have,” says
Diane. “Most of my memorable calls are bad for
the people involved, but some turn out good.
Just the other day we had a visit from a man
who brought us a snack bag as thanks, following
a call to his house where we used a defibrillator
as he was clinging to life. The biggest reward is
helping people out in their time of need.”

In 2009, SDCERS revamped the way it presented information to its
members by redesigning our communication materials to be more
user-friendly, including the SDCERScoop (newsletter), Retiree
Health Insurance booklet and the Popular Annual Financial Report
(PAFR). In addition, www.sdcers.org now offers an enhanced Board
meeting agenda and video viewing system, which allows visitors
to view Board meeting videos directly from the meeting agenda.
By simply opening a Board agenda and clicking on a particular
agenda item, the visitor is automatically shown the related section
of the video, vastly improving the viewing experience.

C ompr e h e nsiv e
A nnual F inancial
R e port (C A F R)
r e c e iv e s G F O A
C e rtificate of
A chi e v e m e nt
The Government Finance Officers
Association (GFOA) awarded
SDCERS for its fiscal year 2008
Comprehensive Annual Financial
Report (CAFR) with the Certificate
of Achievement for Excellence in
Financial Reporting. This is the first
time SDCERS has received the
award since 2003.

S D C E R S’ G roup Trust R e c e iv e s A noth e r
Favorabl e I R S D ete rmination L e tte r
In September 2009, the IRS issued a Determination Letter
approving SDCERS' Group Trust as tax-exempt under the Internal
Revenue Code. SDCERS applied for this Determination Letter in
2008, after restructuring from a multiple employer plan into a group
trust, with separate participating qualified plans and trusts for each
of our plan sponsors. The group trust allows SDCERS to pool the
assets for all three plan sponsors for investment purposes without
exposing assets of one plan sponsor to claims from the other two.
This restructuring was done to provide maximum protection to our
plan sponsors and plan participants.

S D C E R S impl e m e nts n e w financial
accounting syste m
In June, SDCERS transitioned from using the City's financial
accounting system to a new system of its own. This change
generated an annual cost savings of $100,000. With the new
system, SDCERS has a cleaner, more efficient process to handle
the monthly retiree payroll, maintain its own general ledger, issue
automated financial statements, process its own accounts payable
checks and electronically pay vendors.

C ompl e te d compr e h e nsiv e r e vi e w
of th e Trust F und portfolio and
manag e r structur e
With the assistance of Callan Associates, the Investment division
completed a comprehensive review of SDCERS’ investment
portfolio that included Capital Markets Expectations Projections,
an Asset Allocation Review, and a Manager Structure Review.
As a result of these reviews, the Market Neutral allocation was
reduced from 9% to 5% and reallocated to Domestic Fixed Income.

B O A R D R U LE S R E V I S E D, U P D ATE D
A N D P U B L I S H E D O N S D C E R S WE B S ITE
SDCERS' Legal Services division completed an update and
revision of the Board Charters, Resolutions and Rules book, now
posted on SDCERS' website, giving members and the public
access to SDCERS' policies and rules.

SDCERS M e m b e r s h ip
As of June 30, 2009
City of San Diego
Active & Inactive Members		 11,100
Retired Members and DROP Participants		 7,371
Unified Port District
Active & Inactive Members		
Retired Members and DROP Participants		

845
391

Airport Authority
Active & Inactive Members		
Retired Members and DROP Participants		

406
22

Total SDCERS Membership 		20,135

financials
s tat emen t of pl a n ne t asse t s
As of June 30, 2009 (dollars in thousands)
        2009

Cash & Cash Equivalents
Receivables
Investments, at Fair Value
Securities Lending Cash Collateral
Fixed Assets & Prepaid Expenses
Total Assets
Current Liabilities
DROP Liabilities
Securities Lending Obligations
Total Liabilities
PLAN Net Assets

City of San Diego
$350,583
101,158
3,224,178
369,424
1,260
$4,046,603
$197,822
353,227
369,424
$920,473
$3,126,130

Unified Port District
$19,454
6,235
178,915
20,500
70
$225,174
$18,109
7,001
20,500
$45,610
$179,564

2008

Airport Authority
$4,898
1,940
45,042
5,161
18
$57,059
$2,746
530
5,161
$8,437
$48,622

Total
$374,935
109,333
3,448,135
395,085
1,348
$4,328,836
$218,677
360,758
395,085
$974,520
$3,354,316

Total
$506,522
134,688
4,311,902
674,085
539
$5,627,736
$257,048
311,756
674,085
$1,242,889
$4,384,847

S t a t e m e n t o f C h a n g e s i n  P l a n  N e t  A s s e t s
For the year ended June 30, 2009 (dollars in thousands)
        2009

Plan Sponsor Contributions
Member Contributions & Other Contributions
Net Investment Losses
     TOTAL ADDITIONS
Benefit Payments
Refund of Member Contributions
Administrative Expenses
DROP Interest Expense
     TOTAL DEDUCTIONS
NET DECREASE
NET ASSETS BEGINNING OF YEAR
NET ASSETS END OF YEAR

City of San Diego Unified Port District
$162,475
$7,340
67,363
5,035
(897,544)
(47,530)
($667,706)
($35,155)
$265,477
$10,997
3,840
186
13,763
696
26,504
540
$309,584
$12,419
($977,290)
($47,574)
$4,103,420
$227,138
$3,126,130
$179,564

2008

Airport Authority
$3,035
3,342
(11,023)
($4,646)
$657
43
267
54
$1,021
($5,667)
$54,289
$48,622

2009 Total
$172,850
75,740
(956,097)
($707,507)
$277,131
4,069
14,726
27,098
$323,024
($1,030,531)
$4,384,847
$3,354,316

Total
$175,001
75,788
(250,955)
($166)
$254,014
3,866
15,776
23,051
$296,707
($296,873)
$4,681,720
$4,384,847

F unde d S tat u s a nd Ac t u a r i a l Me t hod s a nd A s s ump t ions
As of June 30, 2008 (dollar amounts in thousands)

CITY
PORT
AIRPORT

Actuarial Value of
Assets (AVA) (a)

Actuarial Accrued
Liability (AAL) (b)

Unfunded AAL
(UAL) (b-a)

Funded Ratio
(a / b)

$4,660,346
245,580
58,096

$5,963,549
267,036
56,808

$1,303,203
21,456
(1,288)

78.1%
92.0%
102.3%

The funded ratio is a snapshot of the relative status of SDCERS’ assets and liabilities
and measures the ratio of actuarial assets against actuarial liabilities. For more detailed
information on the table above, refer to Page 43 of the 2009 Comprehensive Annual
Financial Report (CAFR) at www.sdcers.org.

401 West A Street, Suite 400, San Diego, CA 92101-7991
Toll Free (800) 774-4977 Local (619) 525-3600

w w w . s d c e r s . o rg
This summary annual report is derived from the information contained in
SDCERS’ Comprehensive Annual Financial Report (CAFR). This summary
does not represent our financial information in a manner to conform to
Generally Accepted Accounting Principles (GAAP). However, SDCERS’
CAFR, which conforms to GAAP, provides a comprehensive overview of
SDCERS’ financial and operating results. SDCERS’ CAFR is available
for review at www.sdcers.org, or at our office.

