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INFORMATION

On November 14, 2008, I distributed an Information Memorandum to the City Council
forwarding information from the Department of Retirement Services regarding the investment
performance of our retirement funds in light of the significant market decline (Attachment 1).
As of the information available at that time, the retirement funds had experienced a decline of
nearly $1 billion in assets. As noted in my memorandum, the decline in assets will lead, in the
absence of a financial market recovery by the end of the current fiscal year, to higher City
contribution rates in the future. The extent of the impact on the contribution rates was not known
at that time.

Following-up on my memorandum, the Department of Retirement Services provided additional
information regarding the financial status of the retirement plans. A memo dated December 18,
2008, was heard by the City Council at the January 13, 2009, City Council meeting (Attachment
2). ’

The Segal Company, the actuary for the Police and Fire Department Retirement Plan, recently
provided a report to the Department of Retirement Services that contains projected contribution
rates for the City and sworn Police and Fire employees under different scenarios that take into
account the decline in assets as of February 2009 (Attachment 3). This report was initially
presented to the Police & Fire Retirement Board yesterday, April 2, 2009. The Board has not
had an opportunity to fully consider the report, and it will be discussed more fully at the May
Board meeting.

It is important to note that this report contains projections only and not any final determinations
of pension contribution rates. As the report states:

Projections by their nature are not a guarantee of future results. The modeling
projections are intended to serve as illustrations of future financial outcomes that are
based on information available to us at the time the modeling is undertaken and
completed, and the agreed-upon assumptions and methodologies described herein.
Emerging results may differ significantly if the actual experience proves to be different
from these assumptions or if alternative methodologies are used. Actual experience may
differ due to such variables as demographic experience, the economy, stock market
performance and the regulatory environment.
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Although the attached report contains only projected contribution rates that include variables and
assumptions that may change, I believe it is important to share this report with the City Council
immediately.

Please note Exhibit 1 of The Segal Company report. The baseline City pension contribution rate
is shown as 22.5% in “plan year” 2008-2009 and 2009- 2010 The projected contribution rates
begin in plan year 2010-2011. A

Under the scenarios examined, the City's contribution rate for Police and Fire is projected to
increase from 22.5% to the range of 35.3%-57.8% for 2010-2011 and to the range of 54.2%-~
70.1% for 2013-2014. It is important to note that these projections are for Police and Fire
pension benefits only and do noet include retiree healthcare contribution rates.

For reference, Scenario 2 would result in additional costs to the City for Police and Fire pension
of approximately $31 million in 2010-11, $24 million in 2011-12, $22 million in 2012-13 and
$24 million in 2013-14, for a total additional cost of $101 million.

A representative from my ofﬁce was present at the Police and Fire Department Retirement Plan
Board meeting on April 2" and indicated to the Board the City Administration’s desire and
intent to stay engaged with the Retirement Board on this issue, including the various decisions
the Board will be making regarding actuarial assumptions and methodologies.

The projected contribution rates for the current pension benefits are very significant, particularly
considering the City’s fiscal situation. However, we must continue to ensure that the City’s
pension plans are actuarially sound and funded appropriately.

We do not yet have similar projections for the Federated City Employees Retirement System, but
my understanding is that those projections are being developed. I will forward that information
to the City Council as soon as it is available.

City Manager

For questions please contact Russell Crosby, Director of Retirement Services, at (408) 794-1000.

Attachments

1 — Retirement Fund Investment Performance (November 14, 200 8)

2 —Financial Status of the Retirement Plans (December 18, 2008)

3 — Projection of Contribution Rates Under Different Scenarios (March 25, 2009)
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SUBJECT: Retirement Fund DATE: November 14, 2008

Investment Performance

INFORMATION

Attached for your information are two memos recently released by the Department of
Retirement Services regarding the socundness of the Police and Fire Department Retirement
Plan and the Federated City Employees’ Retirement System. As the memos indicate, most
retirement systems are exposed to general market risks, and the City’s pension plans are no
exception,

The total market value of the assets in the two retirement plans has declined by approximately
$950 million since the beginning of the fiscal year. The following chart summarizes the
performance of the Plan’s investment portfolio in the current fiscal year.

Police & Fire Department  Federated City Employees’
Retirement Plan , Retirement System
June 30, 2008 $2.561 Billion oy % $1.774 Billion oLk
October 2008 51926 Bilor | 2+8%" 51459 Bilion® -17.8%
Total Decline in
Market Value $635 Million* ~$315 Million*
Return _ .
Grand Total $950 Million*®

*unaudited data as of 10/27/2008 P&F and 10/31/2008 (Federated)

The Police and Fire Department Retirement Plan assumes an 8% rate of return and the

Federated City Employees’ Retirement System assumes an 8.25% return.  As shown above,
these recent returns are far less than the long-term assumptions.

Although pension plans operate under a long-term investment strategy, this recent significant
decline of nearly $1 billion in assets of the City's pension plans is certainly a concern. Although
employees and retirees should not be concerned about retirement benefits being paid, the
decline in assets will lead, in the absence of a financial market recovery by the end of the

~ current fiscal year, to higher City contribution rates in the future. The extent of the impact on the
contribution rates is not known at this time. '

Future actuarial valuations performed by both Retirement Boards will incorporate pension fund
performance, among other factors. It is these actuarial valuations that result in the contribution
rates that the City and employees pay into the pension plans. The Boards currently perform
actuarial valuations every two years. Performing annual actuarial valuations, rather than
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biannual, would lead to a lower volatility in both the City’s and the employee contribution rates. |
will be requesting that the Boards consider performing annual actuarial valuations rather than
biannual. A

For your information, the current retirement contribution rates are as follows:

Federated | 22.68% 8.93%
Police 24.04% 11.96%
Fire 27.37% 12.40%

The contribution rates listed above include only the current partial pre-funding of retiree
healthcare benefits. For the entire 2008-2009 fiscal year, the City has contributed
approximately $120 million into the retirement plans.

We will continue to be in contact with the Department of Retirement Services and both
Retirement Boards and will provide updated information.

DEBRA FIGO
City Manager

Attachments



CITY OF g* % . « : ' ' P
SAN JOSE | Memorandum

CAPITAL OF SILICON VALLEY

" TO: Police & Fire Department Retirement Plan FROM: Ronald R. Kumar
Board of Administration ' ‘

SUBJECT: Soundness of the Plan DATE: October 28, 2008
Approved ' Date _ ‘
' INFORMATIONAL
BACKGROUND o '

At the October 3, 2008 meeting of the Board of Administration (the “Board”) of the Police & |

Fire Department Retirement Plan (the “Plan”), the Trustees requested a summaty of the Plan’s
asset balance and exposure to the AIG, Lehman Brothers, and Merrill Lynch.

ANALYSIS

The following ohart illustrates the fluctuation of the Plan’s assets over the past calendar year:

Balance as of: : Market Value

12/31/2007 $  2,776,959,000
8/30/2008 - ' . $ 2,5661,590,000
9/26/2008  Friday prior to the proposed Financial Bailout Plan  $ 2,449,512,000
9/29/2008*  Monday: Financial Ballout Failure $ 2,356,872,000
9/30/2008 ' . $ 7,348,046.000
10/27/2008* $ 1,926,686,000

-30.6% decline since Calendar Year End 12/31/2007*
-3.8% decline due to the Financlal Bailout Fallure™*
.8,1% decline in the 3rd Quarter* (-8.4% for S&P 500)

.24,8% decline from 6/30/2008 thru 10/27/2008*

Current Exposure to! , Market Value*  Percent of Plan
AG "% 1,078,606 0.06%
Lehman Brothers , , 2,317,203 0.12%
, Merrill Lynch . 5,044,783 . 0.30%
Total Exposure; ' s $ 9,340,492 0.48%

* unaudited dafa as of 10/27/2008 )
w estimated data as of the end of the business day

As is the case with most retirement systems, the Plan is exposed to geﬁeral market risk. In a
pension plan context, the market risk is the risk that the rate of return earned on the pension plan



Police & Fire Department Retirement Plan
Investment Committee -2-

* assets could be below the long term rate of return assumed for the Plan, which is 8.0%. This
general market risk is reflected in asset valuations fluctuating with market volatility, Any impact
from market volatility on the Plan depends in large measure on how deep the market downtuin
is, how long it lasts, and how it fits within fiscal year reporting periods. '

Market tisk could impact the financial condition of the Plan and the City’s required contribution ‘

to the Plan. However, it should be noted that the Plan takes a.Jong term view and invest for the
long term benefits, Market gains and losses are factored into the contribution rates through
biennial actuarial caloulations and “smoothed” or averaged over five years. This smoothing
methodology has the effect of minimizing the possibility of large fluctuations in the contribution
rates, : ‘

Employees and retirees should be assured over the City’s ability to make retirement benefit

payments cither today or in the future. The City has a legal obligation to make these payments, -

and the Plans have investment strategies in place which take into account long-termi market
perspectives and methods are in place to periodically evaluate the various assumptions and make
adjustments in the contribution rates through the biennial actuarial evaluation process.

/’z%zf@% (@@L

M i
Ronald f{ Kumar QC: Ceara O'Fallon
Finaneial Analyst Analyst1l

JASInvestments\Financial Crisis Impuct\PF Soundness of Plan Board§0-27-2008 doc
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TO: Federatéd City Employees’ Retirement System  FROM; Ronald R. Kumar
Board of Administration ' '

SUBJECT: ' Sounduess of the Plan DATE: November 3, 2008

' Approvéd - | ) | Date
) C1f3]ex

INFORMATIONAL

BACKGROUND

At the October 9, 2008 meeting of the Board of Administration (the “Board”) of the Federated
City Employees’ Retirement System (the “Plan”), the Trustees requested a summary of the
- Plan’s asset balance and exposure to the AIG, Lehman Brothers, and Merrill Lynch,

ANALYSIS

The following chart illustrates the fluctuation of the Plan’s assets over the past calendar year:

Balance as of:

Market Value

12/31/2007 $ 1,884,199,000
6/30/2008 : : . $ 1,774,276,000
0/26/2008*  Friday prior to the proposed Flnancial Bailout Plan™* $ 1,709,940,000
9/20/2008* © Monday: Financial Ballout Fallure*” : $ 1,646,625,244
9/30/2008 . o $ 1,654,268,000
10/31/2008* $ 1,459,203,000

.22.6% decline since Galendar Year End 12/31/2007*
-3.8% decline due to the Financlal Ballout Fallura™
-6.8% decline in the 3rd Quarter* (~8.4% for S&P 500)

-17.8% decline from 6/30/2008 thru 10/31/2008*

Market Value*  Percentof Plan -

Current Exposure to;

- AlG ' 3. 916,849 0.06%

Lehman Brothers. " . 368,669 . 0.03%

Merrlll Lynch : , 904,618 0.06%

Total Exposure: $ 2,180,237 0.15%

*unaudifed data as of 10/31/2008
“ gslimated data as of the end of the business day

As is the case with most retirement systems, the Plan is exposed to general market risk, In a
pension plan context, the market risk is the risk that the rate of return earned on the pension plan
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Federated City Employees’ Retirement System . -
Board of Administration ’ :

assets could be below the long term rate of return assumed for the Plan, which is 8.25%. This
general market risk is reflected in asset valuations fluctuating with market volatility. Any impact
from market volatility on the Plan depends in large measure on how deep the market downturn
is, how long it lasts, and how it fits within fiscal year reporting periods.

Market risk could impact the financial condition of the Plan and the City’s required contribution
to the Plan. However, it should be noted that the Plan takes a long term view and invests for the
long term benefits, Market gaing and losses are factored into the contribution rates through
biennial actuarial calculations and “smoothed” or averaged over five years, This smoothing
methodology has the effect of minimizing the possibility of large fluctuations in the confribution
rates.

Bmployees and retirees should be assured over the City’s ability to make retirement benefit
payments gither today or in the future. The City has a legal obligation to malke these payments,
and the Plans have investment strategics in place which take into account long-term market
perspectives and methods are in place to periodically evaluate the various assumptions and make
adjustments in the contribution rates through the biennial actuarial evaluation process.

Ronald ﬁ Kumar ' QC: Ceara O’Fallon
Financial Analyst Analyst 1T

IS Investments\Financial Crisis Impact\FED Soundness ol Plan Board (0-31-2008.doc * v
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'ATTACHMENT 2 .

COUNCIL AGENDA: | ~(3 (09
ITEM: 3,4

SANJOSE . Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR FROM: Russell U. Crosby
| AND CITY COUNCIL . -
SUBJECT: FINANCIAL STATUS OF THE DATE: December 18, 2008
'RETIREMENT PLANS - - -

Approv’ed M‘Z Jz /%W@ - ‘Daté /oz//?'/ﬂg

COUNCIL DISTRICT: City-Wide
RECOMMENDATION ‘ |

Accept’ report on staff’s response to questions raised by the Rules and Open Government
Committee on December 10, 2008 related to the financial status of the retirement plans.

OUTCOME,

Present the financial status of both the Federated Clty Employees Retirement System and the
Police & Fire Department Retuement Plan. ‘

BACKGROUND

A recent report by the City Manager indicated that the total market value of assets. in the two
retirement Plans had declined by approximately $950 million since the beginning of the fiscal
year due to current economic conditions. Regardless of the long-term investment strategy of the
- plans, the decline of nearly $1 billion is of great concern. :

At the December 10, 2008, the Rules and Open Government Committee, Mayor Reed requested
that staff prepare a report forthe January 13, 2009 City Council meeting regarding the status of
the C1ty of San Jose’s (“City”) two Retirement Plans to include:

a) The amount of investment losses in 2008;

b) Report on the impact of the City’s required contribution to make up for the losses;

¢) Benchmark comparisons to performance of other retirement plans, public and private,
over the last five to ten years; and

d) Identify any best practices that might be considered to nnprove the Plans’ investment
performance and to protect the City’s General Ftind from additional losses.

‘This memorandum has been prepared in response 1o that request.
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- ANALYSIS

a) Performance

The following table illustrates the Federated City Employees’ Retirement System’s (‘“Federated
System”) and the Police & Fire Department Retirement Pla,n s (“Pohce & Fire Plan”),
collectively referred to as “the Plans,” performance.

Federated System A17% | 23.7%] 94% | 67 | 57 | 140% ] 39 | 31 | 27% | 40 | 47 | 68% | 42 | 47
Policy Index~FED- | -11.9% | -224% | -7.0% | 16 | 12 |-121% | 14 | 156 | 33% | 25 | 28 | 69% | 40 | 40
Police & Fire Plan «13.2% | 27.2%| 9.6% | 79 | 68 | -165% | 8 | 79 | 3.0% [ 39 | 34 | 7.3% [ 19 | 3B
Policy Index~P&F ~12.9% |-26.0% | -86% | 60 | 45 |-153% | 62 | 58 | 36% | 23 | 23 | 74% 17 | 32
Public Funds® - -8.0% -14.2% 2.7% 6.5%
Corporate Funds? - 82% | - - | -14.4% 24% 6.7%
S&P 500 | -16.8% | -32.8% | -84% | 46 22.0% 1 57 02% |83 52% | 77
MSCI EAFE (Intn'l Equity) | -20.2% | -43.5% | -20.6% | 62 305% | 73 11% | 82 97% | 84
Barclays Capital Aggregate+ | -4.5% | -1.7% | -05% | 16 | - 3% | 22 42% | 31 3.8% | 39
NCREIF Real EstateIndex | 06% | 20% | -02% | 67 | - ] 53% | 28 132% | 38 | - | 142% | 42

*as of 10/31/2008 ** as of 9/30/2008  + Formerly Lehman Brothers Aggregate Bond Index
A Median Data Source: ICC & TUCS (not available for 10/31/2008) '

The Independent Consultants Cooperative (“ICC”) uses systems supported by State Street Bank to delzver detailed performdnce and asset allocation
rankings. The Wilshire's Trust Universe Comparison Service (“TUCS”) Is a collaborative effort between Wilshire Associates and custodian banks to
provide comprehensive information on the effects of visk, allocation, and style.

The Federated System has consistently ranked in the second and third quartiles of the ICC and
TUCS universes. A more diversified portfolio including alternative investments would have
improved the Federated System’s quartile ranking. The Policy Index return is the return that the
“asset allocation would have achieved with passive managers who attempt to replicate and not
outperform their benchmarks. For all time periods considered, except the month of October, the
Federated System underperformed its Policy Index. In other words, active management has
consistently detracted value.

The Police & Fire Plan has ranked in different quartiles in the various time periods considered.
The reason for the volatility of returns is a heavy allocation to equity investments. A more
diversified portfalio including alternative investments would have improved the Plan’s quartile
ranking, For all time periods considered, the Police & Fire Plan underperformed its Policy
Index. Again, active management has consistently detracted value.

More important than perfprmaﬁce against other plans, however are the Plans’ progress towards
full funding. Progress towards full funding is achieved by performing at least as well as the

“actuarial assumptions. The following discussion will explaln the potential impact of falhng short

of the actuarial assumptions.
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The following table illustrates the Plans’ balances as of recent dates and a year-to date percent
- change, which is calculated without accounting for cash flows:

Federated System $1,398,610,000 | $1,457,774,000 | $1,654,258,000 | $1, 774, 276,000 | $1,884,199,000
YTD § Loss ($485,589,000) | ($426,425,000) | ($229,941,000) | ($109,923,000) -
YTD % Loss -25.8% -22.6% -12.2% -5.8% -
Police & Fire Plan $1,992,396,000 | $2,031,499,000 | $2,348,046,000 | $2,561,590,000 | $2,776,959,000
YTD $ Loss ($784,563,000) | ($745,460,000) | ($428,913,000) | ($215,369,000) -

1YTD % Loss -28.3% -26.8% -15.4% -7.8% -
* unaudited data

As illustrated above, as of November 30, 2008, the market values of the Federated System and
Police & Fire Plan have declined 25.8% and 28.3%, respectively, since the beginning of the
calendar year. The decline in the third quarter is slightly understated due to the C1ty 8
prepayment of the retirement contributions for fiscal year 2008-09.

b) The impact of the Plans’ investment Josses on the City of San Jose

' , The impact of the Plans’ investment losses on the City’s contribution rate will be determined

. through an actuarial valuation. The City’s required pension contribution, determined as a
percentage of payroll, is based on an actuarial valuation report that is currently performed on a
biennial basis for both Plans. The current pension contribution rates are based on the June 30,
2007 actuarial valuation and will be effective through June 30, 2010, unless the Retirement
Boards modify the current blenmal valuation process. :

The following table illustrates the two Plans’ normal valuation schedule:

—6/30/2007

June 2008 Fiscal Year 2008-09

: Fiscal Year 2009-10

6/30/2009 . June 2010 Fiscal Year 2010-11
Fiscal Year 2011-12

Given the current process, new rates based on the June 30, 2009 actuarial valuation will be
implemented beginning July 1, 2010. These rates will reflect the largely smoothed actuarial
investment losses incurred to the valuation date. The Police & Fire Plan has a “corridor” trigger,
which ceases smoothing of losses when the losses exceed certain levels. Retirement Services has
requested additional information from the actuary relating to the level at which the “corridor”
trigger stops the smoothing of losses. ~

The actuarial loss or experience loss due to investment performance is defined as the difference
between the “expected investment income” that the actuarial valuation assumed would be earned
on the Plan’s assets, based on an 8.75% gross rate of return assumption for Police & Fire (8.00%



HONORABLE MAYOR AND CITY COUNCIL
December 18, 2008

Subject: Financiai Status of the Retirement Plans
Page 4

net) and 9.00% gross rate of return for Federated (8.25% net), and the realized investment
income. Actuarial losses are smoothed over five years except when Iosses exceed the ‘corridor”
trigger for the Police & Fire Plan.

The current pension funding arrangement provides for the following cost shéring of benefits:

1. The current service cost or Normal Cost is the cost of funding an additional year of
service for all the current active participants Current service rate cost sharing is
eight-to-thiree between the city and the employees. This year the City’s portion of the
normal cost was paid in full at the beginning of the fiscal year whereas, members pay

through payroll deductions during the year; and

2. The current service and past service deficiency cost is the cost of funding the
Unfunded Actuarial Liability (“UAL”), which is the difference between the Plans’
assets and liabilities. Current service deficiency cost refers to service accrued by
members on and after July 1, 1975 while the past service deficiency cost refers to
service prior to July 1, 1975. In other words, this deficiency cost pays for experience
gains or losses relative to the assumptions in the actuarial valuation. Deficiency cost
is amortized over 30 years, similar to a 30-year mortgage, and for pension benefits,
entirely paid for by the City.

Contributions for retiree medical benefits are made by the City and employees in the ratio of
one-to-one for both Plans. Contributions for retiree dental benefits are made by the City and
employees in the ratio of three-to-one in the Police and Fite Plan and in the ratio of eight-to-three
in the Federate System. :

The following table 1llustrates the two Plans Schedule of Funding Progress as of the most recent
actuanal valuation.

~Schedule of Funding Progress

6/30/2006

$ 702,839,000

621,651,000

" 6/30/2007

E

Federated $ 81,288,000 $
P&F 6/30/2006 38,381,000 851,217,000 812,836,000 5.0%
Total $ 119,669,000 | $ 1,554,156,000 | $° = 1,434,487,000 8.0%

338 092 000

82.8%

Federated $ 1,622,851,000 | $ 1,960,943,000
P&F 6/30/2007 2,365,790,000 2,372,386,000 6,596,000 99.7%
Total $ 3,988,641,000 | $ 4,333,329,000 | $ 344,688,000 92.0%

* Includes gain/loss smoothing, If any. ' .
Source: P&F Healthcare: CAFR 2006-07, Segal Report 2/21/2007; P&F Penslon: Segal Actuarial Valuation 1/31/2008

Federated Healthcare: CAFR 2006-07, GRS Report 2/28/2007; Federated Pension: GRS Actqan‘al Valuation 1/2/2008
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‘While all actuarial assumptlons could generate deﬁc1en01es the two actuarial assumpt1ons
that typically generate the most significant deficiencies are:

1. Investment risk, which is the risk that the plan will not achieve its stated rate of return
~ assumption, 8.75% gross rate of return assumption for the Police & Fire Plan and
9.00% gross rate of return for the Federated System;

2. Mortality risk, which is the risk that retired members survive and receive pensions for
longer than anticipated by the actuary.

Deficiency cost is amortized over 30 years, similar to a 30-year mortgage, and for pension
" benefits, paid entirely by the City. The following paragraphs illustrate how the deficiency cost
could affect the City’s contribution level. Admittedly the following is an oversimplification of
actuarial methodology and calculations; however, the 1l]ustrat10n is valid.

For the last ten years endlng September 30, 2008, combined, the Plans underperformed the
actuarially assumed rates of return by roughly $1.7 billion, of which roughly $0.7 billion predate
the stock market crash of the third quarter of 2008, Normally, large underperformance over
periods such as ten years or longer is an indication that the actuarial assumption, in this case the
rates of return, 8.75% gross rate of return assumption for Police & Fire Plan and 9.00% gross
rate of return for the Federated System, are inappropriately high,

An UAL relating to the actuarial rate of return assumption of roughly $1.7 billion would be
created once all the investment losses are smoothed in; the total UAL consists of surpluses or
deficiencies relating to all assumptions. ~ The City Wlll be responsible for making annual
payments sufficient to pay interest on the UAL and to amort1ze the UAL over approxtmately 30
years.

The adoption of a more conservative investment return assumptien will increase Normal Cost of
the Plans, but decrease the total cost of the Plans and reduce the potential for additional increases
- in the UAL,

c) Dlscussmn on Best Practices

Academic studies show that pension plans that follow best practices deliver the promised
benefits at a lower cost. On a typical pension plan, an industry rule of thumb is that if the annual
investment rate of return can be increased by 0.1%, the plan’s liability decreases by roughly
$100 million for plans with total liability of approximately $5.0 billion. Using this rule of
thumb, the City’s contribution rate would drop by about 1.0% of payroll and the employees

contrrbutlon rate would drop by roughly 0.2%.

Pension plan best pract1ces fall into the followmg three categories: governance, investments, and
administration.

1. Governance is by. far the most irnportant area to focus a study of best practices since it
“directly impacts both investments and administration.
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Techm'cal"_skiljls are required to understand the complex issues that are present in the
governance of the Plans. The combination of highly technical rules for pension
administration and the need to understand the use of actuarial science in the measurement
of present and future pension plan liabilities requires an experienced and highly tramed
Board member to effectively govern the plan

Whﬂe some may argue that the purpose-of the Board is to set policy and that technical
aspects are handled by trained professionals, a lack of understanding of the finer points of
governance, administration, or investments. means that a Board member may not be able
to ask meaningful questions or fully understand the implications of a recommended
course of action. Consequently, ineffective policies and inferior plan governance result,
Inferior plan governance always leads to suboptimal decisions and higher costs for the
City. :

Recent court cases also highlight problems with the current construct of the Plans’ Board
membership. The ongoing Lexin (San Diego) case involves a Board with composition
similar to the existing Police & Fire and Federated Boards and demonstrates issues that
arise with Boards whose membership have potential conflicts of interest. Issues of
potential conflict of interest can be resolved through changes to Board membership and
improved internal Board governance procedures.

 Over the years, there have been numerous conflicts between the Boards and City

Administration that highlight the perception that the Board membership represents
various constituencies rather than plan participants as a whole. Board members are
currently perceived as being “representative” of a particular nominating group, even
though each trustee must act as a fiduciary on bebalf of all participants and beneficiaries

 rather than a “representative” of a particular nominating group. In addition, requirements

for Trustees to be a “member” of the nominating group rather than “nominated by” the

"underlymg group leads to potential conflicts of interest and limits the expertise and
quality of trustees to 1nd1v1duals in the member pools who are willing to serve on the

Boards,

One exampie of governance leading to suboptimal decisions and hi ghér costs for the City
is the issue of active money manager performance. This memo has pointed out in the -

‘ performanco section that active managers have detracted from the Plans’ performance.

Typically investment consultants are reluctant to recommend the termination of an active
manager without making the same’recommendation to all clients, which often implies
that the consultant will allow the manager to underperform for a length of time.
Knowledgeable Trustees can provide direction to the consultant on this issue to ensure no
underperforming managet is retained for an excessive period of time.

Since proper governance is the key. that leads to professionalism and excellence in all
areas of practice a consultant who has seen the governance structures of many different
plans is in the best position to advise the City as the plan sponsor regarding the necessary
govemanco changes.
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The two retirement plans have made a number of changes toward best practices in their
investment programs during the past year. The Federated System expanded the contract
with its investment consultant to include full service consulting and adopted a new asset
allocation in January 2008. The new allocatmn increases the allocation to alternatwe
investments. '

- The Police & Fire Plan replaced their investment consultant in Aﬁn’] 2008 and adopted a

new asset allocation in June 2008. The new asset allocation increases the allocation to
alternative investments, and includes absolute return, real assets, private equity, and
opportunistic strategies.

' Had the Plans previously diversified their asset allocations to include alternative
investments their rankings would very likely have been top quartile across the
time periods considered. For example, the San Bernardino County Eriployees’
Retirement Association (“SBCERA”), which began implementing an alternative

- investments strategy in 2003, outperformed its Policy Index by 1,9% and ranked
in the 18™ percentile at one-year, 2.0% at three-years (ranked in the 3%
percentile), and 0.9% at five-years (ranked in the 3™ percentile). - SBCERA’s
nine-member Board consists of the County Treasurer (ex officio member), four
members appointed by the San Bernardino County Board of Supervisors, two

_members elected by “General” members, one member elected by the “Safety”
members (along with an Alternate), and a member elected by “Retired” membets.
SBCERA outperformed the San Jose Plans’ returns by significant margins. Best

- practices do in fact translate into ‘higher investment returns and lower
contributions for all parties.

During the year, the San Jose Plans hired a Chief Investment Officer, an Investment
Officer, and a Senior Accountant. The Chief Investment Officer is an actuary and a

former investment consultant. The Investment Officer is a Ph.D. and a former Director
. of Research for an investment consulting firm. The Senior Accountant is a former

accounting manager of a private cq}iity-owned firm.

Recent administrative best practices include the retention of the Segal Company in April
2008 to perform a review of Retirement Services administrative practices and HIPAA
compliance; an ongoing audit of City payroll contributions to the retirement plans by the
Plans’ independent auditor, Macias Gini & O’Connell, LLP; approval of a staff request to
conduct a review and develop a request for proposals to determine whether the Pension.
Gold processing software used by the Retirement Services Department is the best and
lowest cost solution going forward; and a review of all insurance coverage for the Plans
and their assets. Additionally, thete has been renewed emphasis on ensuring that all
calculations and procedures are in compliance with the Municipal Code. This lead to the

" recalculation of the Federated Supplemental Retirement Benefit Reserve (“SRBR”) to at

least 2005 and possibly further back in time to account for excessive transfers and

potentlal overpayments in prior years.
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‘As noted above, best practices in plan governance will yield the greatest benefits. Governance
impacts all aspects of pension plan operations and leads to professionalism, excellence, and
ultimately increased returns for the Plans.

EVALUATION AND FOLLOW-UP

This memorandum is provided as an informational item and may be updated upon the City
Council’s request. :

PUBLIC OUTREACH/INTEREST (Not Applicable)

D Criterion 1: Requires Councll actlon on the use of public funds equal to $1 million or greater
(Required: Website Posting) v

—
led  Criterion 2: Adoption of a new or revised policy that may have implications for pubhc '

health, safety, quality of life, or financial/economic vitality of the City.
(Required: E~-mail and Website Posting)

D Criterion 3: Consideration of proposed changes to service delivery, programs, staffing
- that may have impacts to community services and have been identified by staff, Council or
a Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

COORDINATION

This memorandum has been coordinated with the City Manager’s Office, the City Auditor’s
Office, the City Attorney’s Office, the Office of Employee Relations, and Human Resources.

CEQA
Not a project. -
‘/’W CL/—\

. Russell U. Crosby, DIRECTOR
Retirement Services

For questions please contact Ronald R. Kumar, Financial Analyst, at (.4'08) 392-6708.
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ATTACHMENT 3

SEGAL

THE SEGAL COMPANY
120 Montgomery Street Suite 500 San Francisco, CA 94104-4308
1°415.263.8200 F 415,263.8290 www.segalco.com

March 25, 2009

Mr. Russell Crosby

Director

City of San Jose Police and Fire Department Retirement Plan
1737 North First Street, Suite 580

San Jose, CA 95112-4505

Re:  Projection of Contribution Rates Under Different Scenarios
(Retirement Plan Only)

Dear Russell:

As requested by your office, we have projected the employer and the employee’s contribution
rates under different future market rates of return as well as different investment return
assumptions for the Retirement Plan. The projected contribution rates under the Bascline
scenario (discussed below) for the Retiree Health Plan are provided in a separate report,

Description of the Scenarios Studied

In order to have level and predictable plan costs from one year to the next, the Board of

* Retirement has approved an asset valuation method that gradually adjusts to market value.
Under this valuation method, any market value returns that are either below or above the
assumed rate of investment return (currently 8% per year) are recognized over five years and as
a result, the asset value and the resulting contribution rates are more stable, In addition, to
avoid the smoothed Actuarial Value of Assets (AVA) from getling too far away from the
Market Value of Assets (MVA), there is a market value corridor that limits the AVA to be no
greater than 120% and no less than 80% of the MVA.

In this report, we have analyzed the impact of: (1) increasing contribution rate requirements
brought about by unfavorable past and hypothetical future market rates of return since the last
valuation date as of June 30, 2007; (2) increasing contribution rate requirements that would
result if the current 8% assumed rate of investiment return assumption used in the June 30, 2007
valuation were to be changed to 7.5% starting with the June 30, 2009 valuation; and (3)
eliminating the 80% to 120% market value corridor starting with the June 30, 2009 valuation.

Bonefits, Compensaiion and MR Consutling ATLAMIA BOSTON CHICAGO CLEVELAND NEMVER HARTEORD BOUSTON LOG ANGUELES MIHREAEOL G

MEMW ORLEANS MEW YORK PHILADELPHIA PHOENP. SAN FRAMGISUO TORONTO WASHINGTON, DG

Multinational Group of Actuaries and Consultants  BARCELOMA BRUSBELS DUBLIN GCMEYA HAMBURG JOHANMESBURG [ONOOR

MELBOURNE MEXIUO CITY QSLO PATUS
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A description of the scenarios studied is summarized in the chart below.

Rate of Net Rate of Return (Plan Year)
Investment
Return MVA
Assumed in 10/11 and Corridox
Valuation 07/08  _ 08/09 09/10  thereafter  Applied
Baseline 8.00% 5.89%0  .30,00%P  8.00%%  800% . Yes
Scenurio 1 7.50% -5.89% -30.00% 7.50% 7.50% Yes
Scenario 2 7.50% -5.89% -30.00% 7.50% 7.50% No
Scenario 3 7.50% -5.89% -35.00% 0.00% 7.50% Yes
Scenario 4 7.50% -5.89% -35.00% 0.00% 7.50% No

(1) This was the net rate of return for plan year 07/08 as provided by the Retirement
Department and used by Segal without review. According to the Retirement
Department, it was calculated by taking the -5.10% gross rate of return, reduced by
0.55% in administrative and investment expenses and by 0.24% in benefit related
payments from the Supplemental Retiree Benefit Reserve (SRBR).

(2) This was the net rate of return from July 1, 2008 through February 28, 2009 as provided
by the Retirement Department and used by Segal without review. According to the
Retirement Department, it was calculated by taking the -29.31% gross rate ofreturn for
the first eight months of plan year 08/09, reduced by 0.55% in administrative and
investment expenses and by 0.14% in benefit related payments from the SRBR. Implicit
in the -30.00% net rate of return assumption was that the market return would be flat
(i.., 0%) for the last four months of plan year 08/09.

(3) According to the Retirement Department, the Plan has (o earn an 8.90% gross rate of
return in order to yield an 8.00% net rate of return because the 8.90% gross return has to
be reduced by 0.60% in administrative and investment expenses and by 0.30% in
benefit related payments from the SRBR.

Actuarial Assumptions Used in the Projection

Other than the investment return assumptions described above, it is assumed that all future
actuarial experience would match the assumptions adopted by the Board of Retirement for the
June 30, 2007 retirement plan valuations. For the purpose of the projection, we have also made
a simplifying assumption that an annual (rather than the current biennial) actuarial valuation

5026063v2/09381.110
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would be performed effective with the June 30, 2009 valuation and that the valuation would
establish the contribution rate requirements for the plan year that begins 12 months following
the date of the valuation,

Results

For the Baseline and each of the four scenarios, we have provided the following results:

> Projection of the employer rates from the June 30, 2007 to the June 30, 2027 actuarial
valuations. The results are separated into two exhibits based on the rate of return used
under each scenario for plan year 08/09. Exhibit 2a includes the results for the Baseline
and Scenarios 1 and 2 (assuming a net rate of return of -30% for pian year 08/09), and
Exhibit 2b includes the results for Scenarios 3 and 4 (assuming a net rate of return of
-35% for plan year 08/09).

> Projection of the Unfunded Actuarial Accrued Liability (UAAL) for the retirement plan
from the June 30, 2007 to the June 30, 2027 actuarial valuations. These results are
displayed separately in Exhibit 3a for the Baseline and Scenarios 1 and 2 and in Exhibit
3b for Scenarios 3 and 4. In cach year, any additional UAAL as a result of the
unfavorable investment return experience has been amortized over the Board of
Retirement’s current policy of 16 years,

> Projection of the funded percentage for the retirement plan from the June 30, 2007 to
the June 30, 2027 actuarial valuations. These results are displayed separately in Exhibit
4a for the Baseline and Scenarios 1 and 2 and in Exhibit 4b for Scenarios 3 and 4.

Exhibit 1 provides a consolidated summary of the projected results for the current and the next
five years. This summary shows the employer rate, the UAAL and the funded percentage listed
above for the baseline and the four scenarios. We have also included the employee’s '
contribution rates for the next five years, as well as the ratio of AVA to MVA, This last ratio is
used to show the effect of the market value corridor.

Below is a summary of the key results from the projections:
1. Under the Baseline scenario, it is anticipated that the AVA would be limited to 120% of
the market value corridor in the June 30, 2009 valuation. This means that any market

losses after the AVA exceeds 120% of the MV A would have to be fully recognized in
developing the employer’s contribution rate as of the June 30, 2009 valuation.

5026063v2/09381.110
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Under the Baseline scenario, the employer contribution rate for the retirement plan is
expeeted to almost double from 22.5% of payroll developed in the June 30, 2007

~ valuation to 44.6% developed in the June 30, 2009 valuation for an increase of 22.1% of

payroll,

Please note that in projecting the confribution rates for the employer, we have not taken
into account a provision in the Municipal Code that would allow the transfers of up to

. 5% of the accrued principal balance of the SRBR to buydown one-tenth of the increase

in the City’s contribution rate caused by poor market/investment return of the Fund.
Those transfers would have a negligible impact on the results of this study.

Under Scenario 1, if the Board of Retirement were to decrease the 8.0% assumed rate of
investment return assumption used in the June 30, 2007 valuation to 7.5% effective with
the June 30, 2009 valuation, there would be an immediate increase in the employer and
the employee contribution rates of 8.2% and 1.1% of payroll, respectively.

The Secnario 1 contribution rates are expected to be higher in the short-term when

compared to the Baseline. However, in the long term, the contribution rates under
Scenario 1 are about the same as thosc under the Baseline, in spite of the assumption
under Scenario 1 that the Plan would eam an annual market return of 7.5% eflective
09/10 and is 0.5% less than that assumed under the Baseline.

Under Scenario 2, we have removed the 80-120% market value corridor that we have
applied in determining the maximum amount that the AV A is allowed to deviaté from
the MVA in Scenario 1. Note that, relative to Scenario 1, the June 30, 2009 contribution
rate is smaller by 17.5% of payroll. However, in the long term, the contribution rates
under Scenario 2 will end up higher than those of Scenario 1 to recover the market
losses as well as to make up for the time value of money due to the delay in
contributions,

Under Scenario 3, the contribution rates will be higher than those under Scenario 1
because of the more unfavorable market rates of return assumed for plan years 08/09
and 09/10 assumed for Scenario 3.

Under Scenario 4, the MV A corridor has been removed. Note that, relative to Scenario
3, the June 30, 2009 confribution rate is smaller by 21.6% of payroll. However, in the
long term the contribution rates under Scenario 4 will be higher than those under
Scenario 3 for the same reasons stated in item 4.

Note that we include results under Scenarios 2 and 4 with no MV A corridor to illustrate
the impact of the MVA corridor, and not because removing the MV A corridor is
necessarily a viable policy option.

50260063v2/09381.110
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Market Value Corridor and the Actuarial Standard of Practice

In 2007, the Actuarial Standards Board adopted Actuarial Standard of Practice (ASOP) No. 44,
That standard requires that the “actuary should select an asset valuation method that is designed
to produce actuarial values of assets that bear a reasonable relationship to the corresponding
market values.”

In particular, the ASOP goes on to say that the qualities of an asset valuation method should
include the following:

“3.3(b) The asset valuation method is likely to produce actuarial values of assets that, in the
actuary’s professional judgment, satisfy both of the following:

1. The asset values fall within a reasonable range around the corresponding market .
values. For example, there might be a corridor centered at market value, outside of
which the actuarial value of assets may not fall, in order to assure that the differcnce
from market value is not greater than the actuary deems reasonable.

2. Any differences between the actuarial value of assets and the market value are
recognized within a reasonable period of time. For example, the actuary might use a
method where the actuarial value of assets converges toward market value at a pace
that the actuary deems reasonable, if the investment return assumption is realized in
future periods.

Tn lieu of satisfying both (1) and (2) above, an asset valuation method could satisfy section
3.3(b) if, in the actuary’s professional judgment, the asset valuation method either (i)
produces values within a sufficiently narrow range around market value or (ii) recognizes
differences from market value in a sufficiently short period.”

The application of this standard in relation to recent market events is still under review and
discussion.

Other Considerations

As the Retirement Department is aware, even though removing the Market Value Corridor
would reduce contribution rate volatility for the next couple of the plan years, a change in the
~asset smoothing method (or any other funding methodology change) will not have a long-term
impact on Plan costs (except for the time value of money effect noted above). The Plan’s
ultimate costs are determined by the benefits and expenses paid less actual investment income.
Since an asset smoothing method affects neither benefits nor expenses, it will not reduce the
Plan’s true costs. The table of projected contribution rates shows that any short term current
contribution savings will have to be made up in the future, plus interest.

5026063v2/09381.110
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Finally, we emphasize that projections, by their nature, are not a guarantee of future results.
The modeling projections are intended to serve as illustrations of future financial outcomes that
are based on the information available to us at the time the modeling is undertaken and
completed, and the agreed-upon assumptions and methodologies described herein. Emerging
results may differ significantly if the actual experience proves to be different from these
assumptions or if alternative methodologies are used. Actual experience may differ due to such
variables as demographic expérience, the economy, stock market performance and the
regulatory environment.

Except as noted, all the calculations are based on the June 30, 2007 actuarial valuation results
including the participant data and actuarial assumptions on which that valuation was based. The

valuation and these projections were completed under the supervision of Andy Yeung, ASA,
MAAA. '

Please let us know if you have any question regarding this letter and/or the enclosures.

Sincerely,

. Wi /
Lﬁ / /,féc/; AN i N
v = D %{TJT‘«\J;?\,GM A Qi

(A S

Paul Angelo, FSA, MAAA, FCA Andy Yeung, ASA, MAAA >
Senior Vice President & Actuary Vice President & Associate Actuary

/bgb

Enclosures

5026063v2/09381.110



Exhibit 1: Summary of Projected Results for Next 5 Years

(3 in miltions)
Valuatlon Date (6/30) 2007 2008 2009 2010 2011 2012
Plan Year 08/09 09/10 10111 1112 12/13 13114

‘Baseline: Assumed Rate of Investment Reiurn at 8% per year, 120% MVA corrider applied
Net Rate of Return at -5.89% for plan year 2007/2008, -30% for 2008/2009, and 8% per year thereafter

Employer Rate 22.5% 22.5%* 44,6% 46.8% 46.9% 54.2%
Employee Rate 8.3% 8.3%" 8.3% 8.3% 8.3% 8.3%
UAAL ' $ 78 (64) $ 642 $ 699 § 694 $ 917
Funded Percentage 100% 103% 76% 75% 77% 71%
Ratio of AVA to MVA (before corridor) 89% 104% 150% 138% 123% - 109%

Scenario 1: Assumed Rate of Investment Return at 7.5% per year, 120% MVA corrider applied
Net Rate of Return at -5.89% for plan year 2007/2008, -30% for 2008/2009, and 7.50% pet year thereafter

Employer Rate 22.5% 22.5%* 52.8% 55.6% 55.8% 62.8%
Employee Rate 8.3% 8.3%" 9.4% 9.4% 9.4% 9.4%
UAAL $ 7 9% (64) $ 820 $ 897 $ 888 $ 1,105
Funded Percentage 100% 103% 71% 70% 72% 68%
Ratio of AVA to MVA (before corridor) 89% 104% 150% - 137% 123% 109%

Scenario 2: Assumed Rate of Investment Return at 7.5% per year, no MVA corrider
Net Rate of Return at -5.89% for plan year 2007/2008, -30% for 2008/2009, and 7.50% per year thereafter

Employer Rate 22.5% 22.5%" 35.3% 44.,9% 53.8% - 63.4%
Employee Rate 8.3% 8.3%* 9.4% 9.4% 9.4% 9.4%
UAAL $ 78 64) $ 302 § 593 $ g72 § 1,177
Funded Percentage . 100% 103% 89% 80% 73% 66%
Ratio of AVA to MVA 89% 104% 150% 137% 123% 109%

Scenario 3: Assumed Rate of Investment Return at 7.5% per year, 120% MVA corrider applied
Net Rate of Return at -5.89% for plan year 2007/2008, -35% for 2008/2009, 0% for 2009/2010,
and 7.50% per year thereafter

Employer Rate 22.5% 22.5%* 57.8% . 65.6% 66.1% 89.3%
Employee Rate . 8.3% 8.3%" 9.4% 9.4% 9.4% 9.4%
UAAL $ 7 % (64) $ 969 $ 1,198 § 1,196 $ 1,282
Funded Percentage 100% 103% 66% 61% 63% 63%
Ratlo of AVA to MVA (before corridor) 89% 104% 160% 153% 134% 114%

Scenario 4: Assumed Rate of Investment Return at 7.5% per year, no MVA corridor
Net Rate of Return at -5.89% for plan year 2007/2008, -35% for 2008/2009, 0% for 2009/2010,
and 7.50% per year thereafter

Employer Rate 22.5% 22.5%" 36.2% 47.6% 58.6% 70.1%
Employee Rate . 8.3% 8.3%" 9.4% 9.4% 9.4% 9.4%
UAAL $ 7 % (64) $ 326 % 676 $ 1,020 $ 1387
Funded Percentage 100% 103% 89% . 78% 68% 59%
Ratio of AVA to MVA . 89% 104% 160% 153% 134% 114%

*Contribution rate calculated in the June 30, 2007 valuation.

5026063v2/09381.110



Ty oH3aAs 011 L8EB0/ZAES09205

syeatay Jeak jad %08 2 PUR (60/80) %08~ "(BO/L0) %68°S- (WNSI {0 BIR. 18NIBU 18N Z OUBUBIG
rayesay seak sad 2405 2 pue '{60/80) %%60S- “(BO/L0) %68°G- [UIMSI 1O SjBI I3NIBW 19N 11 oMeus9g
“seljealsy) Jeak 13d %8 LUB '(60/80) %0E- '(BO/L0) 9668'S- (UMY JO SlB IoMBW 18N auljzsEg

%ol W %e 1S %819 %6 1L %S 1L %S89 %588 %UllL %S HL %E L. %LLL %L 0L %I 0L %S0L %00L %P EY %BES %bhy %HESE %SG T %S S [HOO VAW ON pemSsy %L B Ueas
%S LE %8LE %63F %0 L. %I0BL %Y LO %TLY %8 0. %90L %V 0L % 0L %8BI %BEY %LE3 %L69 %BEY %BEE %I°GS %BES %S TE %G ST | N0 VAN RIUNSSY %L 1L UedS
%E'SE %8 GE %BEE %829 %1 TY %065 %185 %S9 %ECS %l cd %619 %I L9 %S10 %b 19 %60E %EVS %6'Or %I % TP %G 2T %SG EE |HOO VAW Reunssy g ieulosed
g0z 020z Se0¢  ve0Z  Se0c  2e0T 120z 020z 6L0¢ 810  ZL08 9L0e SLOZ  vLOZ €102 2ZL0Z L10Z 0l02  600¢ 800z 00T  [{0E/90) a1eq uoneniep

{0gsa) s1eQ UonENIEA

4202 9202 £20¢C 202 £e0e 2302 2oz 0oz 6102 8LozT 2102 gloe gLoe ¥LoT £10T fAR A 3374 0L02 6002 8002 4002
%02

“HIOQ YA ON 'PIUNSSY %E"L 12 "UBIS arpem ez
2

L0 VAW PIUINSSY %G L 11 USIS e
%0E

130D VAN ‘PIUINSSY %R JOUIISEY wnne

WHEC

%05

lo4Ag JO JUBDIAY

YSE

%S9

%0L

WRGL

sajey JAordury pojoeload ey JIqmyxy




Tvs3s 011 LBEB0/ZNE00920S

“seyeasau seak sad %05 L puB (01/60) %0 (60720} %SE- (80/£0) %68 S~ 1UINIR) JO BRI 1B 10N ¥ OLRUSDS
“seyeareyy 12ak sad %405°2 PUB *(01/60) %0 (60780} %SE- (B0/L0) %68°S- (WAl Jo ATR) JaNIEW JoN ¢ OURUDS

%8 Gr Yl 86 9l 0/ %l 18 %o 18 %} 8. %l 8L %cC 18 %608 %908 %P 08 %108 %6 6L %86L %P 8L %1L0L %I8G %Ly %TIE %G ET %G E |0 VANON pauinssy 5L 7 s
%8 VE %o 95 %8 97 %k 08 %9 6L %S 9L %G 9L %l6L %V 6L %l6L %B8L %98L %V'8L %EBL %69L %E69 %L'98 %S9 %G LS %G T %S CC |HOO VAN POUNSSYHTL £ ueos
720z 920c  Sebz  vele ©c0Z  220¢ 1202 0202 6K02  BE0Z  Zi0Z 9L0Z GILOZ +vi0Z  €L0¢  €LOZ  LI0C 00T 600% 8002 L00Z |(0£/80) oyeq uoueniea

{0g/9) @1eQ UOREN[EA

4202 jterA s202 veoe ezoe 2202 1202 0z0T 6102 8ioz 210z 9102 5102 102 £102 zioe L0z 0102 5002 8002 4002

%02

4O YA ON 'POWNSSY %52 i "USIS., %82

1103 VAN ‘PRWNSSY %S°L 1T “USIS %0E

%S

%0y

%Sy

%08

%SE

fjaaheg jo juaaiad

%09

%0L

%SL

%08

%58

- sayey Jolojdury padsload :q7 NqIUXH



Ivods

“1ayesisL) Jesh Jad %4057, PUB (50/80) %08~ (80/L0) %E8'S- inial JO ARl 1siew 18N
“1eratayy 1eak sad 940G L PUB "(60/80) %0E- "(80/20) %68°G- MINRs jO AIRY JaYJRW 18N
“eyeassyl 1eak 1ad 94,9 PUB {60/80) %08- (80/L0) %68 'S~ LINa1 JO 3lB) 1SYIBW I8N

0L 1718€60/2A£90820%

g OURUSS
1| GURUSIS
suleseg

8/E  I¥S 0L} 6L} evel 166t lwel G/} ¥Be ) ZILL /8 e66 €0t (¥9) £ S5 VRN POLRESY 51 g 6o5s
Sz oV €66 ¥/0°L eylL [Ogt OGel 89zl locL S0L'L 9888 /6B  Oes  (¥9) £ 00 YN POUIMSY 5L 7L 9995
9z ese /8 ¥¥6 0007, 8y0't 980F OLL'L lgl'L ZI6 69 669 g9  (¥9] £ 05 VAN PR 18 D0osed
5202 v202 6l0c  8LOZ [10c  Ql0t  Slbg  vi0Z €10z 2l0z L0z OM0Z 6002 800z 2002  [(0S/30) o¥eq Uoueniea
(0e/s9) s1eq uonengep )
9202 $20T azoz 5102 8102 L102 810z §102 ¥ioe €102 zZie Loz 0102 5002 2002 1002
oozs-
3300 VAW ON ‘PIUNSSY %G L 12 UGS elfpemn
08
HOD VAR POWNSSY %L 1] "USDS swlffin
"LOJ YAW ‘POWNSSY %f 1UI0SPH curie 002s
[l
00ss
008%
000'1$
002'1s
o0op1$

(suonpui u1 §)

TVV paslog eg nquyxy



vo3Ss i 0l 1" LBEBO/ZAE90920S

aleaIay Jeah sad %05 L puR (04/60) %G "(60/80) %SE- (80/L0) %68°G- [uINtes o STl 1B JaN ‘¥ ouBURDS
“saljeasay) ek sad 94087, PuB (01/60) %G (B0/80) %Se- (80/20) %6R'S- [iM3! JO B]BI IANIBW IBN £ OUBUBOS
39 3G9 £8v [F43] 1 $8 SB6 YZL'L vye'h BPETE BEVE VIS 448 B2YL  Z89'F  1S9°L Z8€1 050} 849 acg (19) 2 553 VAN O Tpatnesy gL - Haas
(82) Vi 85Z g9y £€9 g8L €86 2901 ¥II'L 1ML PSSl eevk @8p'l  9gSl  ZIST) 282} 96LL 861l 696 (y9) L 00 VAW POUINSSY 55, '€ U5

120z 920 Ge0T  veOer £20¢  2g0C  le0T 0202 6L0C IOz Z10Z 9102 SI0Z  VIOC  €L0Z  2i0z  LL0Z  OL0Z 6003 B800T 2002  |(0£/90) 3ied uonen|ep

(0g/3) s1eQ UORENEA

1202 9202 520T vehe £202 ezene 12oe g20z , 61L0T 8102 2102 910z SHoT ¥ioz £10e 20T Lo o1z 6002 800T £00z

00Zs-

1100 YA ON ‘PIUNSSY %G'L b “UBIB cinn

"M VAN ‘PRUNSSY %G7L 1§ U305

00zs

00rs

0098

008§

oop'is

002'ts

oor'Ls

003°1S

008'Ls
(suoypw ur §)

TVV patosfoag :q¢ nqryxy




avoe3as Ol L1 8E60/2hE909205

“1pyeasy) seal Jad %0e L PUB (B0/B0) %0E- (B0/LD) %68 G- [UINB) 10 arel 1@yieul jaN 2 ouBURDS
-1ayeasayl s2ak Jad %405 pue (60/80) %0E- ‘(80/40) %6S'S- (UINIS! 10 Sle: layLeu JoN 1L OUBUSOS
1ayeasay) real 19¢ %8 pue (50/BD) %0E- “(80/L0) %BSS- UINIDI JO 1R 19JBwl JBN Bulleseg

%00L %i8 %P6 %16 %68 %98  %E8 %18  %BL  WSL %L %DL %48 %Y9  %E9 %99 %EL %08 %68  %EQL %00 [0 VAW ON'RSURSSY 3¢ T UeS
%l0lL %68 %96  %¥E %16 %88 %08  %UE8 %08  %il %SL %l  %6S %99 %P8 %89  %al %04 %LL  SAE0L %6001 {00 VAN 'DUUINSSY 56511 weos
%001 %66 %96  %vE %l6  %B8 %98 %P8  %l8 %EL  WDL  WhL %L B9  %lI  %IL  %ll  %SL %Y. %EOL %00} [BO0 VAN pelnssy g buleseg
J20% 920C S20¢ vl €202 2202 Le0e  020E 6102 2102 2102 9102 SlOZ pLOZ €102 2LloZ  LLOZ OLOZ 6002 8002 /00T [(0S/90) 9i2C uonenjep

(o£/9) @180 UOHENIEA :
fraiA g9z0e $202 yeoe £Z02 Zz0e 1202 oZoe Bl0Z 8Loz 2102 j: 18174 sz viog groe F4Rer Loz OLUZ 6002 8002 2002
%09

CLIGD YA ON ‘PRUNSSY %4572 T “UBOS sonion
%S9

L0 YA ‘POWINSSY %6°L 1L “UDOG e

%L
“1100 VAW ‘PAUNSSY %8 ‘SUROSLE nctonn

%WSL

%08

%6001

%6801

33813019 popun pajdafoid :ep Iqryxsy




voHds

011" 18E60/2AE309205
“Jsljeasay) Jeah 1ad %05 L PUR ‘(G1L/60) %0 (60/80) %SE- (80/20) %68"G- (UIMaI JO BIRI IaiRL 1N P OURUSIG
. ~sayeasal Jeak tad %4057 PUR (01/60) %0 (60/80) %SE- (B0/20) %68°S- 1WIMas 10 SjE! j@YRW 18N £ OUBUIG
%66 %06 %E6 %68 %98 %ER %08 %S.  %EL  %0. %99 %ES %08 %BS  %PS %8BS %88  %8L %68 %EOL  %L00L U0 YAWONPIUINSSY gL i Ui
%I0L %00L %96 %E6 %08 %98 %E8 %08 %Ll  %EL  %0L %I9  %EY %09  %BS  %ES  %EI  %IS %99 %EOL %001 [HeO VAW PNy %g e uas
7202 9c0z G202 bz0c £20¢ 220Z 1202 0202 6L02Z 8102 JZL0Z 9OlL0C GLOZ vLOZ E£102 g@l0Z 1L0Z 0102 6002 8002 /002 |(0£/90) S}e(] uoneniep
(og/9) |1eQ UOnENIEA
202 9202 5202 ye0z . €202 2202 1202 ozoz 5102 8102 1102 9108 5102 7102 €102 zZp0z L0z 0102 6002 8002 200%
%08
‘105 AW ON “PIWASSY %G"L 3 "UBIS iy .
1O YAN ‘PIUNSSY %E7L I UD0G m
%09
%88
%0L
W .,
@ %G
i
[
1 %08
|
m }
! %88
\
|
ﬁw %06
|
%G
%001
u%ﬂwﬂoohmm papun,y mumuoo_.chm.m gy qIUEy

%E0L



