
PATTI'S NOTES from 
SDCERS BOARD MEETING 
January 20, 2012 
 
This is my impression of the meetings. 
Thanks to SDCERS CEO Mark Hovey for reviewing my notes for factual 
errors before they go to REA retirees’ web site. 
See SDCERS web site for official information. 
 
SDCERS Comprehensive Annual Financial Report 
(CAFR) is on SDCERS website. 
 
BOARD FIDUCIARY UPDATE 
Trustee Dick Wilken asked who interprets the plan? Outside Fiduciary 
Counsel Ashley K. Dunning of Manatt, Phelps & Phillips, LLP responded that 
Trustees have an independent duty to interpret the plan. Interpretation needs 
to reflect the language of legislative intent, implementation, and historical 
understanding. SDCERS General Counsel Elaine Reagan noted that one 
Council Member’s ideas expressed outside the record do not constitute the 
Council’s intentions as a whole. 
 
Board duties: Probe, question experts, adjust and monitor. Guidelines for 
solving conflict of interest, including retirees’ interests vs. members as a 
whole.  Priority of funding members’ benefits over City interests. 
 
SDCERS ASSETS 
Chief INVESTMENT officer Liza Crisafi reported SDCERS “...reconciled 
valuation of net asset as of November 30th, as reported by the custodial bank, 
was $5,003,003,432.” 
According to Cheiron’s report, SDCERS market value for June 30. 2010 was 
$4,177,242,150, for June 30, 2011 it rose to $5,204,345,684. Actuarial value 
for June 30, 2011 was $$5,085,023,189. 
 
December benefit payments were $25.9 million. 
 
FUNDING RATIO 68.5% in June 30, 2011 VALUATION 
Cheiron’s report:  
2008 - 78.1%, UAL was $1.8 billion. 
2009 - 66.5%, UAL was $2.11 billion. 
2010 - 67.1%, UAL was $2.15 billion. 
2011 - 68.5%, UALL was $2.18 billion. 



 
Referring to SDCERS funding ratio, actuary Gene Kalwarski has noted that 
where the funding ratio is headed is more important than where it is now. He 
wrote: “What is more important to consider is the system’s level of 
conservatism in funding the plan, and the discipline and ability of the plan 
sponsor to consistently contribute the ARC as determined by the plan 
actuary.” (Cheiron’s report on page 12). 
 
Trustee Patrick Lane asked where SDCERS was on the risk scale since the 
Board has approved assumption changes over several years? Kalwarski 
noted that SDCERS had reduced excessive risks, rather than moved to a 
conservative position. Trustee Steve Meyer was concerned about the City’s 
ability to meet the current amortization rate. SDCERS CEO Mark Hovey noted 
that GASB requirements appeared headed to reducing amortization rates to 
15 years or less, and there were mixed opinions at the City on the results of 
the latest actuarial valuation. 
 
Kalwarski asked the Board to about “substantially equal” contributions. 
General Counsel Elaine Reagan suggested that the Board could amend its 
Board Rule 2.100 to state “when” they will re-set contribution rates. Outside 
Fiduciary Counsel Ashley K. Dunning of Manatt, Phelps & Phillips, LLP noted 
SDCERS Board Rule 2.1 and she added that there should be no delay when 
updating rates. Trustee Mark Oemcke asked if SDCERS Board’s acceptance 
of Cheiron’s Valuation would trigger a re-assessment of current substantially 
equal rates? 
In related action, The Board set the new Police Safety members contribution 
rate for those hired on or after Jan 1, 2012. 
 
ACTUARIAL SERVICES GO TO RFP 
Cheiron was hired as outside actuary in 2005 and started recommending 
assumption changes to SDCERS Board in FY 2006. Per City Muni 
Code,which limits time an actuary may serve SDCERS without another RFP, 
the Board approved putting out a bid for new actuarial services and an Ad Hoc 
Committee for the RFP. 
 
LEGAL NEWS 
A judge has been assigned to the City Attorney’s lawsuit against SDCERS for 
the plan’s investment and experience gains/losses to be included in figuring 
“substantially equal” contributions from employees. 
 
PSC PAYMENT PLANS 



Some members have severe financial hardships and requested repayment 
plans longer than 5 years. 
While Trustee Dick Wilken was concerned about some of the 1800 members 
wanting to re-visit their payment plans if this went forward, he also noted the 
high 7.5% interest that hardship cases would have to pay. General Counsel 
Elaine Reagan noted the IRS requirement to offer the same payment options 
to all corrections and some members may die before repaying SDCERS. This 
item died for lack of a motion, after staff requested to pull it from 
consideration. 
 
STAFF CHANGES 
Chief Financial Officer Bob Buscher left SDCERS for another position and a 
replacement for him is in progress. 
 
Closed Session reported out that SDCERS current General Counsel Elaine 
Reagan replaces retiring Bob Wilson as Compliance Officer. The Audit 
Committee will be searching for a full-time Auditor to succeed Bob Wilson who 
is retiring in March. 
 
INVESTMENTS 
Board approved update of Investment Policy. 
 
Real Estate-  
Review behavior in the downturn, develop recommendations to reduce risk 
and upgrade holdings. 
 
DISABILITY 
For the first time in 9 years, Disability is caught up with the normal pace.  
 


