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May 31, 2011

Board of Retirement : '

City.of Sai Jose Police and Fire Departinent Medical and Dental Insurance Plin
1737 Novth Fivet Strert, Suite 580

Son Joge, Cd 95113-4305

Dear Members of the Board:

We are pleased 1o submit this réport on.our actuarial vahation of postemipleyment welfare benefits ax of June 30, 2000, For the purpose of
determining the discount rate, we have continued te follow directions provided previously by the Department.of Retirement Services to
foilow the Municipal Code provisions that speeify how the Sfunding contiibution rates are shared between the City and the members 50 as o

. antticipate that the members will now make contributions that arioun? o those saing proportionoe shares but applied fo the dcerual
accounting expense determined in accordance with-GASB Statements No. 43 -and 45. A summary of the procedures and dssumptions
directed by the Department of Retirement Services are provided.in Section 4, Exhibits IV and V.

The employees represented by the POA have ugreed to phase=in the prefinding of the cost of the OPEB uver & five year period begitming
with the 2009-20.10 fiscal year. The emply yees represented by Fire Fighters Local 230 have agreed to phase-in the préfunding 6f the éost of
the OPEB over afive yeear period beginning with the 201 1-2012 fiscal year.

This report is based on information recetved from the Department of Retirement Services and the data provided is summerized fnthis
report. The qetiarial profections were based on the assumptions and methods described in Exhibit-Il and on the pléo of henefils as
Supmorized [n Exhibit [

We lovk forward to discussing this muterial with you at your converieice.

Sincerely
THE SEGAL COMPANY _ .
~ Panldngelo, FSA, B, MdA4 FCA Andy Yeung, ASA, EA, MAAA, FCA
Senior Viee Presidentand Actiiary Fice President and Assodiate Actuary

Tﬁ/hy
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BECTION1:  Executive Suminafy for The City of Ban Jose Police and Fire Department. WMedical and Dental Insurance
: Plan June 30, 2010 Measurement Under GASB 43 and 45,

PURPOSE

This repart prespits the results of our actuarial valuation of
City of San Jose (the “Employer“’) OPER plan as of

June 30,2010, The resulis are in acoordance with the
Governmental Accounting Standards, which prescrlbe an
aceiual methodology for accumulating the value of other
postemployment benefits (OPEB) over participants’ active
working lifefimes.

Thig report is intended for GASB expense and disclosure
purposes. The setting of funding contribution rates is
addressed n a separdte reporf,

BIGHLIGHTS OF THE VALUATION
> The annual requlred contribution (ARC) for the 9010-

20171 fiscal year is $60.4 miltion, or 24.1% of prO_.J.ﬁG.ted

pay, which s increased from, 19.1% of payioll
détértningd i thé June 30, 2009 valuation for the
2009-2010-fiscal year, This 20102011 ARC is the
City”s net ARC affer reducing the total ARC for the

- expected employee cotiributions Tor the.2010-2011

- fistal year,

> - The increase in costs is-mainly due to increased trend
Tate assumptions and decreased discount rate. Chart 2
provides a detailed reconeilidtion of the Unfunded
Actuatial Accrued Liability. Exhibit F provides 2
teeoncifiation of the ARC from June 30, 200910 June
30, 2010.

> Contributions paid for 2010 ~ 2011 represent the
second year that the phase in is in place for the Police
employees From therprior 10-year cash flow funding
method to full ARC préfunding. Three more vears:
remain until the transition is. complete.

Since the prior valuation, the City and Fire Fighters
Liocal 230 have agreed to phase in from the 10-year
cash. flowr methiod to full prefunding, similar to the
Police, but commeneing with-the 20171 - 2012 fiscal
year.

The emount required to amortize the Unfonded
Actuaiial Acsrued Liability that we. yse to develop the
ARC has been calculated using the 30-year open [non-
decreasing) amortization periotl adopted by the Board
in the June 30, 2006 and 2007 GASB valuations, This
is dlffarent froin the 30-vedr closed (decreasing)
ammortization peried adopted by the Board for
determining the five-year phase-in funding .
contribution rates for the Police employees, beginning
with 2009-2010 fiseal year, and for the Firs employess
begiining with 2011-2012 fiscal year.

The agsumed discount rate nsed in this report is 6.3%
as of June 30, 2010 and is reduced from the 6.7% rate
used in-the Iast valuation as of June 30, 2009.

The derivation of the £,3% discount rafe used in this
study is provided in Section 4, Bxhibit V. Under this
method, we first determine for 2070-2011 the ratio of
the City*s:actual cagh ¢ontributions to the City’s net
ARC. Those contributions include:

¢ The10-year cashflow funding contribution policy
for Fire employees, plus

. © A weighted average (40/60% in-this valuation to

reflect the second year of the five-year phase~in) of
full pre-funding and thi 10-year cashﬂow funding
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SECTION 1:

Executive Summary for The City of San Jose Police and Fire Department Medical’and Dental Insurance
Plan June 30, 2010 Measiirgment Under GASB 43 anil 45

contribution policy for Palice employees fof the
2010-2011 fiscal year, plus

© The entire implicit subsidy to the City’snet ARC
determined using full dccrual accounting.

That fafio Is tsed to weight the return that woulé be

earned.on assets invested by the plan-versus the retum

that the City would earmon its Investments.

> Asdirected by the Départment of Retiremerit Services,

& 7.75% rate is used 1o fepresent the return that the
Police and Fire:System would eam on. contributions
depos;ted with and invested by the plan while'a 4.75%
fate s used 1o represent the return that the City would
garn on its investments. Both rates are redoced fiom
those tised in the June 30, 2009 vdluation. The.
System’s rate had been 8.00%% and the City’s rate had
been 5.00%.

The results ¢f this valuation have been tpdated fo
reflect changes in the-health-care trend rates, per capita-
cosis and other demographm assnmpﬁons The new

The ARC dollar amount wiil generall,y increase wn‘h
payrolligrewth. Other factors such as gains or Tosses, or
changes in trend assumptions will also alter the ARC.




The key valugtion
results for the dirrent
and prior years.are

SHOWR,
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SECTION1:  Executive Summary for The City of San Jose Police and Fire. Department Medical and Denfal Insurance

Plan Jutie 30, 2010 Measurement Under GASE 43 and 45

SUMMARY OF VALUATION RESULTS.

vashflow and fidl ARC funding:
@y

cashflow. enel ﬁzl.’ ARC fimding. -

' June 30,2010 Shune 30, 2008
Actuariat Aeerued Liability (AAL) $946,307,955 $761,604.425
Actuarial Value of Assets. 58,586,443 55,617,900
Unfunded Actnarial Secrwed Lisbility $887,721,512 705,888,525
Funded Ratic - 6.19% 7.30%
Market Value oF Assets $50,820,000 $42,783,000
Axnmual Required Contrihutivn (ARC) for’soming year
Normal ¢ost (beginning of year) ‘ $32,110,600 $25,915,507
Less Employee Contributiogs:
Cash cm;tribuﬁom under everent contribution funding policy, payuble at the beginning of the year (12,175,260 10,945,625
Amotiizdtion of the unfurdeq actuarial aderved Hability 38,693,083 32,300,810
Adjusfmint for triIng 1.818.590 1.557.885
Tatal Annual Required Contribution, payable thronghout the year 560,447,014 $48,828,587
“Covered payroll ' $251,058,473 $155,222,552
ARC a5 a percentage of pay 24.08% 19.13%
Total Pariicipanis 3,831 3.783
Annual OPEB-Cost (AQC) for Coming Year Z010-2011 2009-2018
Asnual Required Contributibns, sith interest 10 end of year $62.322,015 $30,437,825
Interest on.Net OPEB Obligations 6,740,358 4,778,045
ARC Adjustments -4 957,157 -2.481.473
Total Annual OPER Cost 864,105,221 $51,734,451
[0S

Fire employvee funding contributions are based on 10- yem‘ cashflow and:Police funding rates ore based-on a40%4/60% Weighted wverage of 10-vear

Fire employee funding contributions are based.on- I D-year cashfiow aned. Polrce fundzngrcrtes are based oni a 20%/80% weighted tverage of | Oajiear
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SECTION 1:  Executive Summaryfor The City of San Jose Police and Fire Department Medical and Dental Insurance
Plan June 30, 2010 Measurement Under GASB'43 and 45

May-31, 2011
ACTUARIAL CERTIFICATION

This is to certify that The Segal Company has conducted an-actuarial valuafion of certain beneﬁt obligations of The City of San.
Jose Police and Fire Department Medical and Dentl Insurince Plan’s othet postémployment benefit programs as-of June 30,
2010, 1 accordance with generally accepted actuarial pringiples anid prectices. The actuarial calctilations presented in'this
report have been made on a.basis consistent with our understanding of GASB Statements 43 and 45 for the determination of
the Hability for postemployment benefits other than pensions.

The actuarial valuation is based on the plan of benefits. verified by the Plan and on participant, premium, claims and expense
data.provided by the Plan:or from vendors:employed by the Plan.

The actuarial computations made are for purposes.of fulﬁiimg plan accounting requirements. Determinations for purposes
other than meeting fipaneial accounting requirements'may be significanty different from the results reported herg.
Accordingly, additional determinations may beneeded for other purposes, such as Jjudging benefit secuirity at termination of the
plan; or determining short-tetm cash flow requirements.

Tor the best of our knowledge, this tepott is complete and aceurate and in dur opinion preseits the information:necessary to
coinply-with GASB:Statements 43 and 45 with respect.fo the benefit obligations addressed. The signing actuaries are Members
of the Society-of Actuaries, the American Academy of Actuaries, and other professional actuarial organizations and

collectively meet their “General Qualification Standards for Statements of Agtuerial- Opinions™ to render the actuarial opinion
contained hereffs.

gﬁmwz;q i e . | i/j 2/

Andy Veung, ASA. BA. VAAA FCA | Patrick Twomey, ASA, BA, MAAA
Vige President and Associate Actuary - Assistant: Actuary
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SECTION 2:  Valuation Restilts for The City of San Jose Police and Fire Department Medical and Dental Insurfance

Plan June 30,2010 Measurement Under GASB 43 and 45

The actuarial prosent value of total projected benefifs uses
the-actuarial assumiptions disciosed inSection 4 ig
caleulate the value today of all benefits expected to be paid
to current actives and retired plan members. The actuarial
balanoe shget shows the expected breakdowt of how these
benefits will be finaneed.

CHART1

Actuarial Present Value of Total Projected Benefits (APB) and Actuarial Balance Sheet

Actuarial Present Valug
of Total Projected Benefits (APEB}

3 June 30, 2010 June 30, 2009
Participant Category
Current retireey; beneficlaries; and dependents $365,013,138 $433,355,534
Cutrentactive members ' 801,806,205 649,845.238
Terminated members entifled butnot veteligible 3.507.518 2,80351%
Total $1.370,416,862 $1,085,094.287
June 30, 2010 Jure-30, 2009
Actuzrial Balance Sheet.
The agtuarial balancs sheetas of the valuation date is as follows:
Assets
1. Actuariel value of assets, 958, 586,443 $35,617,900
2. Presentvalue of fulyre notmal costs 424,108,907 324,489,862 |
3. Unfunded actuatial accrued Hability 887721512 705,986,525
4, Present value ofcutrent and fuhne assets $1,570,416,862 $1.085,094,287
Linbikities
5; Actuarial Present Value-of toid] Projeced Beénéfits $1.370,416.862. '51.(}'36,094;28?
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SECTION 2:  Valuation Reésults for The City of San Jose Police and Fire Departmerit Medical and Dental Insurance

Plan June 30, 2010 Measuremeant Under GASB 43 and 45

The actuatial accrued liabifity shows that portion of the APB. covered by accumulated plan assets, and.reconciies the
{Chart 1) allocated to periods priorto the valuation date by Unfunded Actuarial Acerued Liability from June 30, 2009 to
the actuarial cost method. The chart below shows the portion. June 30, 2010.

CHART 2

Actuarial Accrued Liabiity (AAL)-and .Un’fuhded AAL (UAAL}

June 30, 2010

June 306; 2009

9 Unfutded actuarial acerved liability as:of Juze 30,2010.(6 + 7 +8a -+ &5)

$887.721.513

Iarticipant Cafegory
Currentrefizees, beneficiaries, and dependentis $365,013,138 $433,355,534
Currentactive members 77,697,300 325355376
Terminatet] memibers entitled but notyet eligible 3.597.517 2893515
Total actuarial accrued ligbitity - $946,307,955 $761,604,425
Avtuatial value of assets 58.586,443 35.617.900°
Unfunded actoerial decrusid liability : 8887721312 $705,986,525
Development of Unfunded Actuarial Acctued Liabiity for the Year Ended June 30, 2010
1) Unfunded #ctuarial acerued lability (JAAL) 96of Fuly-1, 2009 -5705.986.52%
2) . Total nermal'eost a5 e FTiuly 1, 2009 25,015,507
3) Intereston VAAL and normal eost for the twelve-month period ended June.30, 2010 49,037 436
4a) Employer conteibutions from July L 2009 through June 30, 2010 {cash contributions plus implicit sub51dy} 1.5?546,‘435{)-
45)' Employee contribitions:frgm Jnly 1, 2009 titongh Tine 30, 2010 (sash cofitributions) 10,650,000
)| Interest on-pontribytions, payabls throughout the twciva-manth petiod ended June 30, 2010 B63.354-
6). Expocted UAAL as of June 30,2010 (142:+3:40-4b-5). 753,879,664
7) Attuarial experience (gain) loss: 11242429
8] Change in assumptions
a) Trends-and starfing costs 60:691 196
b) Discount rate; 52,‘:9'085_233




SECTION 21 Valuation Results for The City of 8an Jose Police.and Fire Department Medical and Dental Insurance
Plan June 30, 2010 Measurement Under GASB 43 and 458

For purposes of determining the ARC under GASB 43 and.
45, the Unfunded Actuarial Accrued Liability may be
amortized over periods of up to 30 years. Amortization
payments may be caloulated ag lével dollar amounts or-ag
amounts desipnedto remain level as a percent of a gfowing
payroll base, The Board of Retirement-fox the City of San
Jose Police and Fire Department Medical and Dental
Insurance Flan has elected to amortize Unfunded A ctuarial
Accruad Liability using the following rules:

> Open 30-year schedule
> Level percent of pay

CHART 3

Table of Amoriization Bases.

Date Initial Initial Annual Years Qutstanding
Type Established: Year Amount Payment* Remaining Balance
Total Unfunded Actuarial Accrued Liability  06/30/2010 30 $E87 21512 $38,693,083 30 8887721512

¥ Level percantage of pay.

FSEGAL
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SECTION 2. Valuation Results for The City of San Jose Police and Fire Department Medical and Dental Insurance

Plan June 30, 2010 Measurement Under GASE 43 and 45

The Annual Required Contribution (ARC) is the amount
calculated t6 determine the annual cost of the OPEB plan
for accovnting purposes as if the plan were being funded
through:contributions to a trust fund, The GASB standards
canuot require the-contributions actually be made to a trust
fund. The-ARC is simply a device used to measure annyal
plait costs-on an-accriral basis. The calculation consists of
adding the Normal Cost of the plan to an amortization
payment. The resulting sum is then adjusted to'the start of

the accounting period and adjustad as if'the anfual cost

were to be.contributed throughous the vear. -

The amortization payment is based on a 30-yeatr open
amortization of the Unfunded Actuarial Acerued Liability

as level percent of pay.

CHART 4

Determination of Annual Required Contribution (ARC)

Cost Element June 30, 2010 June 30,2008
Percentage of’ Percentage of
Armount Compensation Amount Compensation
© 1, Maormal cest $32,110,601 12.79% 525915507 10:16%
2. Lesvermployes contibutions, payable af beginhing of year (12,173,260} (4:35%) 110,943,625 (4:29%)
3. Amottization of the tnfurided actuarial acerued liability o - o
{30-year open period) 38,693,083 15.42% 32,300,810 12.65%
4. Adjpstment fortiming, payvablethroughout vear 1.818.590 0,72% 1.557.80% 0815
5.. Total Anaval Requirsd Contiibution (ART) §60.447. 014 24089 B48.828.587 19.13%
Total Compensation $251,058,473 $255,222,552
8



SECTION 2: . Valuation Results for The City of $an Jose Police and Fire Departrent Medical and Dental Insuranée
Plan June 30, 2010 Measutement Under GASB 43 and 45

The Annual OPES Cost (AOCY) adjusts. the ARC for timing
differences between the ARC and contributions in relation

© tothe ARC. The ADC is the:cost 6 OPERB actually booked
as an expense for the Fiscal Year under GASB 45,

GH_ART 4 {continued)
Determination of Annual OPEB Cost (AQCY

Cost Element 201041 | 200840

: Amount + Amount
1. Annval Requited Contribution, with interest to end ofyear - §62,322,013 7 850,437,825
4. Interest on Beginning o Year Net CPER Obligation (NOO) 6,740,358 4,718,049
3. ARC adjustirient 4957152 3481423
4. Annuzl OREB Cost : $64.105921 ‘  SLIA4AET

TSEGAL



FSEGAL

SECTION 2:  Valuation Results for The City of San Jose Police and Fire Department Medical and Dental'Insurance
Plan June 30, 2010 Measurement Under GASE 43 and 45

For GASB 43 (plan teporting) purposes, the schedule of schedule of eiployer contribiitions compares actual
gmployer contributions compares actual contributions to eontributions 10.the AQC.
the ARC. For GASB 45 (employer reporting) purposes, the

CHART:5

Required Supplementary Information ~ Schedule:of Employer Contributions

GASB 43

Fiscal Year Ended Annual Reguired Actual Percentage
June 30, Contributions™ ‘Contriblitions! ' Contnbuted

2007 $61,343,928 , $12,056,142 ' 19.65%.

2008 48,191.414 14,055,257 29.16%

2009 50,119,071 13,474,813 26.89%-

2010 50,437,823 16,058,813 31.84%:

2011 62,302,013 ® @

W Inclides interést adjustment 1o end of vear.
) il be ypdited when dctual eomtiibutions become ayailable.

& Based on schiedide of direct contributians made. by:the City to the OPER trust and imiplicit mbsrdy poid by the eplover 1n the formr of mistithly
premiunis fo-the hiealth insurance providers, These amous herve Been-adfusted with intefestio the end of the year and are summarred in H?e
Jollowing tabla:

Fiscal Year End Contributions to Trugt Tmiplisit Subisidy: Interest Total
B/30/2007 $5,082,000 $2.666:878 - $307,324 512056142
6/30/2008 10;16:135530 3,006,048 429205 14,053557
&/30/2009 u.888.000 317521 411542 13474813
673072010 11,284,000 462,450 : 512363 15,058,813
6730201 1 , @ 43397255 ) @

B Use fuctor of 3,1019% (6.30% discountrate compounded from middle-to:-end of year).

10
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SECTION 2: Valuatlon Results for The City of San Jose Pollce and Fire Department Medical and Dental Insurance
Plan June 30, 2010 Measurement Under GASB 43 zsnd 45

CHART & {continued)
Reguired Supplementary Information — Schedu‘ie of Employer Gontpibutions
GASB 45
Fiscal Year Ended | Ahnual OPEB - Actual Percentage
June 30, | Cost™ Contributions®® Contributed
2008 , 48,191,414, : $14,053,257 29.16%
2009 30,650,825 13,474,813 26.60%
2019 S1.734,451 16.058,813 o 3L04%
2011 64,105,221 : @ @

W poohides interest gdiustiment to end af year,.
@ Wi be-updeted when actydl carifnbuﬂons become available.

& Baved o schedule of direct contrilmtions méde by the Cliy to the OFER trust and. unp.’ic:! subsidy paid by rhe employer ii the form-of monthiy

premivmy fothe health insarance providers, These arauins-have been aijusted with interest to the-eialof the Vearand are stimmarised in the following

table;.
Fisozl Year Bind . Contribuiions fo Trust Implizit Subsidy, Inferest. Tolal
62012008, $10.618,000 . $3,006,048 429,209 $ihs1287
6/301200% o oosgge00  almam 411,543 13474303
§/3012610 11,284,000 47262,450 512368 16,058,813
EE0011L S 43197218 @ . @

@ Hsefactor of % 1019% (6.30% discount rate compownded from middle to end of veary:

11
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SECTION 2:  Valuation Results for The City of San Jose Police and Fire Departiment Medical and Dental Insurance
Plan Jung 30, 2010 Maasurement Under GASRE 43 and 45

This.sehedule of funding progress presents multi-year trend
information about whether the actuarizl valie of plan assets
is increasing or decreasing over time relative fo the
actuarial accrued liability for benefits.

CHART &

Required Supplementary Information — Schedule of Funding Progress
UAAL as a
Actuarial Actuarial Unfunded _ Percenfage of
Actuarial Value Accrued Liability AAL Fundad Covered Covered:
Valuation: of Asséts (AAL) {UAAL} Ratio Payroli Payrall
Date (a) (b) (b) - (a) (a) / (b) (e} I{b) - (&) / {e)
Tume 30, 2006 $38,381.423° $851,217.360 $812.835,937 4,51% $218:521,000. 371.97%
June 30,2007 45,393,375 666,227,637. 620,834;262 BR1% - 227,734,449 272.61%
Jitne 30, 2009 55,617,900 761,604,475 705,986,525 7.50% 235,222,552 276.62%
June 30, 2010: 58,586,443 945,307,955 887,721,512 6.19% 251,038,473 353.59%

12
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SECTION 2:  Valuation Results for The City. of San Jose Police and Fire Department Medzcal and Dental Insurance

Plan June 30, 2010 Measuremernt Under GASB 43 and 45

The Net OPEB abligation meastras the acamnulated
differences befween the annval OPER cost and the aciual
coniritutions in relation to the ARC.

CHART7
Required Supplementary Information —Net OPER Obligatian (NOO)

Annual {nterest on Annual OPEB Actual Net lricrease NOO
Fiscal Requiret - Existing ARC - Cast Contrzhutlon in NOO as of
Year  -Gontribution'® NOO Adjustment  (a) +{b)+ (c) Amount® {d)- () Fistal Year
End™ {a) (b (e} (d). (@) {f) (@)
6/30/2008 548,191,414 30 $0. $48,191414 $14,083,257  $34,138157 $34,138,157
/3072000 26,119,071 2,184.842 -1.653.088 50,650,825 13474813 37,176,012 71:314.168
#130/2010 30;437.825 4778049 3481423 31,734451 15,058,813 35,575,638 106,989 807
£/30/2011 62,322,015 6,740,358 4,957,152 54,108,221 ‘ @ B @

O phite the Plan wasrequived.io disclose the OFEB liakilities effective with the 2006/2007 fiscal year; the Citywas not reguired to disclose such
iabilities yntil the 2007/2008 fiseal year. This sehedle for the Ciny has been prepared to veflect that the City-has not elected garly implémentation of
GASE 43,

B Dckides-interest adfustment to eid-of year,

B Will be-updatédw;h'én aetual contribytions become-available.

B Rased on scheduls of direct coiitribitions made by the City to the OPEB wist and implicitsubyidy paid. by the empliyer in.the form of monthly _
prémiums to the health insurgnce providers. These winonnts have been adiustedwith intzrest to-the end of the year-omd are swmmarized in the following

dgrble:
‘Fiseal Year End Contributions to Trust Implisl Subsidy Tniesrest Total
s/3tizbas §10,61%,000 3,006,048 $429:200 $14,033.257
&/30/2009 9,888,000 1,175,27] 411 542 13.474,813
63072010 1tagd om0 4362,450. 512363 16,058,813
813072011 B 4,939,315 . s @

. Use factor of 3.1019% (6,30% discount rate composmdedfrom middle to end of year). 3




THis. exhibil summdrizes
the: participant data
wsed for the-current and

“priorvalygtions.
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SECTION 3:  Supplemental Valuation Details for The City of San-Jose Police and Fire Departinerit Médical and

Dental Insurance Plan June 30, 2010 Measurement Under GASB 43 and. 45

EXHIBIT A
Summary of Participant Data

June 36,2009

June 30, 2010

Refirees

Nan-disabled 752

Disabled. 801

Total 15530

Averigs age 64.3
Surviving Spouses , :

Number 257

Average dge 64.8
Active Particlpants

Number 2021

Average age ' 402

Average yeard of sérvice ‘ 123

575
1,4519
643

249
B4.6

2.083
40,4
146

m fnalides 1, 504 receiving medicdl benefits-amd 1,524 veceiving dental benefits,
B Fotudes 1,392 receiving tedical benefits and 1 413 receiving dental beriefits.

14



SECTEON 3t Supplemental Valuation Details for The Gity of San Jose Police and Fire Department Medical and.
Dandal Insurance Plan dine 30, 2010 Measureément Under GASE 43 and 45

EXHIBITB
Cash Flow Projections

The ARC generally exceeds the current pay-as=you-go
(“paygo™)-cost of an OPEB plan. Over time the paygo cost
will tend to grow and may even evéntually-excesd the ARC
inra well funded plan. The fotlowing table projects the:
paygo costas the projected net fund payment over the next.

ten years.
. Yehir Ending Projécted _Numbe-’r of R.etiiregs,*‘ Projected Benefit Payménts**

Juns 30 Current Future. Total Cutrent. Futyre Total
2011 0z 7 3084 | $28,095,43) Cgasgol 26,452,045
2012 2975 148 3123 29,862,734 1,093,943 30,956,677
2013 2,933 235 3,188 31,875,746 2135885 34,011,630
2014 2,800 327 3217 33T 3.507.602 37252378
2013 2,843 424 3,267 35,661,644 5,138,372 40,800,017
2815 2,795 336 3,331 34,201,808 4,143,261 44,347,068
2017 2,742 664 3,406 38,779,520 0,606,430 48,476,001
2018 2,688 80 3,488 40,208,191 12836444 53,045,135
019 2,632 G40 3572 | 41,211,659 16:420,792 57,632,451
2020 2,571 1,088~ 3,652 42,080,525 20,410,376 62,490,901

¥ Includes spovses of retirees:

* Adiisted t6 Feflect ihe implicft—i&ﬂbﬁdjl pakdfor members énd spousesunder age 65,

*SEGAL | | | N
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SECTION 3: Supplementa! Valuation Details for The Gity of San Jose Police and Fire Departraent Medlcal and
Dental Insurance Plan June 30, 2010 Measurement Under GASB 43 and .45

EXHIBIT C.

Summary Statement of Plan Net Assets on an Actuarial Value Basis (Pension and Retirse Health Plans)

Employers may-accumulate assets to pay for future OPEB. c. Plan assets are legally protected from the creditors of
In order to be-treated as plan assets, the funds must be. set the employer and the plan adniinistratos:
?;; ?:WI:DZ 2§;§££i§; équwa] Pt ayrangement that has the The City of San Jose Pelice and Fire Departm&nt Medmai
and Dental Insurance Plan has-an drfangeément that meets
a. Employer contributions arg irrevocable those requirements.
b, Plan asséts are dedicated to OPEB only _
Asof June 30, 2010 As of June 30, 2009°
" Cash equivalents - $204,362,000 5224,998,000
Acebunts véceivable: .
Ermpioyee contributions _ $1,569,000 : 51,366,000
Emmlover conteibutions 3,547,000° : 4:413,000
Buokers and others 28,493,000 : ; 43.673.000
- Adoraed income/other liabilities ' 8:884.000 . 8:011:000 :
Total actounts re¢eivable ' $42:493,000 ' $57.463.000
Investments:
Domestic equity securities and cash $468,971,000 : $621,868,000
Interfiationdl equity: sectiritiss and cagh 422.708.000 1 S19:715.000
. Privite equitty securities 106,298,000 ' 75.905.000
Fixed incofe - domestc’ 954.502,000° 418274000
Fixed ingome ~international : ‘ 25,143,000 407584000
Real esiate 189,670.000: 182,526,000
Otlier investments {5.199.000) : (71,000)
“Tota] investments at market valoe: M_QQQ . $1.858:801:000
Total assets | ' $2,408,348,000 $2,141,262,000

i6
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SECTION 3:  Supplemental Valuation Details for The City of San Jose Police and Fire Department Medical ang
'De-ntai.!ns-urapc:.e Plan June 30, 2040 Measurement Under GASE 43 and 45

EXHIBIT € (cantinued)

Summary Statement of Plan Net:Assets on an Actuarial Value Basis (Pensionand Retiree Health Plans)

As of June 30, 2010

As of June 30, 2009

Lass accpunts payable:

E'éL}{ab'le fo brokerss «$82:330,000 -38 1,3-‘49;_0-50

et securities lending 4,516,000 10,705,000

Qther Tiabilities ' ~6.832.000 " .4,966.000 .
‘ Total aceounts pavable ~$93,478,000 307,020,000
Net assets at market value $2.314:870.000 $2.044.242.000
Net.gssets af actuarial vidue $2.668.634,370 $2.657. 578,600
Net aseets at valustico value (retiree hoslth) $58.586.443 £55.617.900

Nore,. Results may not gdd dueto r‘ozz.’s’zé?}mg_,
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SEGTION 3:  Supplemental Valuation Details for The Gity of San Jose Police and-Fire Department Medical and
Dental-Insurabce Plan June 30, 2010 Measurement Under GASB 43 and 45

EXHIBITD

Summary Statement of Income and Expenses on-an Actuarial Valu’e: Basis (Pension and Retiree Health Plans)

Qne-Year Period
Ended June 30, 2010

Two-Year Period

Lontribution iicoime:

‘Emploeves-contributions
“Employer coniributions;
Wet eontitbtriien income

Ended June 30, 2009
$57.902:000
129,981,000

594,345,000 $187.883.000
Investment. incoirie; l 61.814.770 271.823.512
Tytal income availabic for benefits §156,160,770 $459:706,512-
Less benefit payments:
Retirement benefits $114, 604,000 -$192.067.000
. Healthtare Insirance préminms 20,707,480 -34,013,000
Death benefits ' 6,519,000 <11,449,000
Refund of contributions 196,000, -531,000
Net benefit payments +$142.020,000 ~$238,060,000°
Eess administrative expenses -$3;021.000 ~$%.455,000
{f.ha.h_g'e in assets: held for future benefits $1 1_.119,;"/70 $216,191,512

18
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SECT!ON 3.  Supplemental Valuatipn Details for: The City of SanJose Police and Fire Depattmenit Medica) and
Dental Insuranice Plan June 30, 2010 Measuremeant Under GASE 43 and 45

EXHIBIT E
Determination of the Actuarial Value of Asséts for Years Ended Juné 30, 2010

To minimize volatility in the ealculation ofthe annual

required contribution, the Plan may choose to smeoth out

short-lerm clianges in the market value of plan assets by

use of an actuarial value of assets method. The Board of : -
Rétirement for the City of San Jose Police and Fire

Department Medical and Dental Insurance Plan adopted

the follewing thethod that smoothes such changes over a

five<yegrperiod.

1%



Therchart shows. the
determination of the
acturinl value of assets-
as. of thevahiction dore;
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SECTION &

Supplemental Valuation Details for The City of San Jose Police and Fire Department Medical and
Dental Ingurance Plan June 30,2010 Measurement Under GASB 43.and 45.

EXHIBIT E (confinued)

Detefmination of the Actuarial Value of Assets for Years Ended Jime 30, 2010 {Pensiof-and Retiree Health Plans)

Plin Year Ending . Tct;'?zgtua.[' Ex;:(ged Investment Deferral Deferred
Erom "I'o Market Return  Market Return Gain/{l.oss) Factor Return
© 2142008 B/30/2006 §232,101,000 5167,148,640. $64,952,360 0 $: 0

F/2006 6430/2007 446:,8_6'3,{]00' 183,993,000 262:870,000 {)20 52574000

72007 6/30/2008 (159.466,000) 218,213,440 (377.679,440y 0.40 (151.071,776)

TIL/2008 6/30/2008 (481,764,000 205,451,335 {504,803,408)** 0.75 (378,602.556)

Y2609 6/30/2010. 518,302,000 164,132,047 154,169,953 0.8 123.335.962
1. Total deferred return * $(335.764.370).
2. Netmarket-value of pension and Lealth agsels $2.314,870,000
3, Actuarial value of pension:and health assets

. Preliminary (item 2 — item 1), 32.668.634,570

B Adjistmsnt 1052 within 20% of market vahie 0

c. Final $2,668.634,370
4. Actiarial valug as 4 percentage of market valus:

2. Preliminary (Hem 3a +ftem 2). I15.3%

b, Final{item 3¢ + item 2 115:3%
5. Valuation value of dssets forhealth {market value of $50.820,000 X et 3% + itém 2) $98:586,443

Note:- Resultsmay not add due-ta rounding,.

¥ Theamount of deferred refurn thar will be recognized in sach subsequent year iv s follows:

63072011 87118, 828,749
G012 (170,903 749)
4/30/2013 {95.366.861)
AN : 30:433. 541

#  Based ondirection from the Plan 's.staff, this amaunt-has been culerdated gs e ymrecopmized {defereed) balanee as-of June 30, 2009 of the E¥ 200872008 tnvesprentloss.
aqeljtisted to reflect the immediate recognition of $44,968,860:due 1 the 1303 market value corvidon adfustment from June 30, 2009,
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SECTION 3: Supplemental Valuation Details for The City of San Jose Police and Fire Department Medjca! and

Dental lnsurance Plan Sune 30, 2010 Measurement Under GASE 43 and 45

EXHIBIT F

Estimated Reconciliation of Annual Rgquired Contribution (ARC) from June 30, 2008 to June 30, 2010
{Percent of Payroll)

Contribution Rate

Annual Reguired Contribution [ARC) ag of June 30, 2009 19.13%.
Effect of actparial experience loss: ' 0.25%
Bifect of cobtributions sy than ARC 0.71%
Effect of tolllng 30-year amortlzation period =0.35%
Effect of changss in trend and starting tosts 2.50%
Effect of change. in discount rate 144%
Bffect of Police employee contribution phase-in «0.57%
Effect of paytoll less than projected 1.17%
Effect of charigés in,a'cﬁvesdemqgjrﬂphic profile 0.02%
"Net Changs 4.95%;

Annual Required Contribution (ARC) as of Jurie 35,2010 24.08%
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SECTION 41 Supporting Information for The City of San Jose Policeé and Fire Depariment Medical.and Dental
Insurance Plan

EXHIBITT

Required ‘Supplementary Information

Valuation date Tune 30,2010

Actuarial cost method Eritry dge norinal, level percent of pay

Amprtization miethod 304yearopen (nof-dedreasing) amirtization périod. level perdént of hay

Remaining amortization period 30 yearsasof June 30; 2010

‘Asset valuation method The actiarial valne of sssetsis a fve=year smaothed niarket valys of assete: This method

tecognizes 20 percént of theyear’s investment ¢aiiings i éxtess of {orless than) expected
investment earningsin the current year and sachof the: four prioryears. The actuarial value of
assets Is constrained 1o be- Within 30% of the market value as ofiJune 30, 2069 and Within 20%
on: subsaquem valoation dates.

The expected valvie ol asséts for thevear is the market valve of assets-at the beginning of the
:pripryeqr brought: Forward with- interest at thiassumed rite of retorn 1o this snd o Fthis turrént
“year plus contiibutions minus berefit disbursenients. all adhusféd with ihterest atthe assumed.
rafe of return 1o the, end of the. current ycar.

Actuarial ASSUMPLions:

Diseobini rafe £.3%

Inflation rafe. 3.5%

Keross-thesbsard pay increass, 0.75%

Projected payroll inereasey 4.25%

Projected salary mereases (8+ vears of service). 6.00%*

Medical Trendg _ See Next Page S
Plan memberskip: June 30,2010 S Fupg 30, 2009

Cureeit retireés and benéficiaries 1810 ' 1.700:

Current active participants 2.021 2.083

Total . 3,851 3,783,

*licludes inflational 3.50%, across-the-bpard fncrease of 0.73%5; plus merit and promotional ?increq&e_s,

22



SECTION 4 Suppomng Information for The City- of San Jose Police and Fire Departmenf Med ical-and Dental
Insurance. Plan

EXHIBITI
Required Supplementary Information (continued)

‘Hlealth care cost trend rates

“Trend is t6 be. app];ed ¢ premium for. shown fiscal yeaito caloulate next fiseal years projécted prémivm
First Fiscal Year (July 1, 1,2010 through :ftme 30, 2011)

‘ . Blue-Shield Blue Siield
Elue Shield PPOMPOS, EPO/POS, Ago Kaiser HMO, Kiiser Senior HMOD,
_ PLAN : Under Age 65 65 and Over Under Age 65 . Advastage Al Apes
| géﬁdﬁc;;i %?f;;ﬁ;"mffr;o 7.11% 7.11% 950% 9.04% 7.11%
- The fiscal year frend-rates are based on the- fo[lowmg calendar year
trend rates;
: Trewd (afpliedto caléntate following
“Figeal Year "Trend (Approximate) Calendar Year year preminm) :
20112042 9.75% 2011 C10.00% -
2012-2013 0.25% 2012 9.50%
20132014 3. 75% 2013 9.00%
20142013 8.25% 2014 £.50%
2015-2016 7.75% _ 2015 8.00%
2016-2017 7.25% 2016 | 7.50%
2017.2018 6.75% ' 2017 ' 7.00%
20182019 6.25% 2018 - 6.50%
2019-2020 _ 5.75% 2019 : 6.00%
20202021 525% 2020 5.50%
2021-2022 and later _5.00% 2021 and Jater | 5.00%
’ Déntal Premium "Trend ' 3.00% for all years
‘Medicare Part B: Premiurn Trend. : The 2071-2012 fiscél year preming is assumed to increase 2.5% fromi the

2010-2011 fiscal year premium (based on the calendar year premium for
2011 remaining. unchanged from 2010}, Premiums-after 2011-2012.are
assymed to increase with $% annual trendl,

FSE@AL o ¥



SECTION-4:  Supporting Information for The City of San Jose Police and Fire Departinerit Medical and Defital
Insuranee Plan '

EXHIBIT I |

Actuarial Assumptions and Actuarial Cost Method.

Data: Detailed census data and financial data for postemployment benefits were provided by

the Plan.

Actuarial Cost Method: Entry age normal, [evel percént of pay.

Administrative Expenses: No administrative expenses were valued separately front the clatni costs:

Dental Premium: 5111.48 per month for calendar year 2010 and $108.62 for calendar year 2011, with the
' same-premium for single-or married coverage.

Medicare Part B Premium: " $96.40 for-calendar years 2010 and 2011,

TSEGAL | | 24




SECGTION 4

Supporting Information for The City of 8an Josg Police and Fire Department Medical and Dental Insiirance Plan

- EXHIBITII

Actuarial Assumptions and Actuarial Cost Method {corifinied) -

. Per C‘a_p.ifa Cost ]}evelop_rﬁeﬁf}

Per Capita Costs and Carrier Election Assumption Under Age 65

For retirees in pay statws, 'we would use the date on record; Future retirees woild have costs assigned according to the following table:

2010 Calendar Year
CARRIER
Kaiser
Blue PPO/POS
Blue Shield HMO
2011 Calendar-Year
CARRIER
Kaiser
Blua PPO or POS
Blue Shisld HMO
20102011 Figeal Year
‘CARRIER: ‘Efection Pereent
‘ .. Recommended
‘ Observed  For Valuation
Keser 50 50
BlusPPOorPOS 258 25
Blue Shizld EMO 24.1 25

*SEGAL

 Sinole Party

Married/With Domestic Partuer Surviving Spouse/Dome ytie Partuer
Monthly Maximum . Monthly Maximum Monthly Maximuom
Premitm Sobsidy Subsidy Premium Suibsidy Subsidy Premioni Suibsidy Subsidy
$484.06 $484.06-] $484.06 | $1,20520 $£,20520 | $1,20520 $484.06 $484.06 $484.06
750,02 B484:06 | §484.06 $1,927.48 $1,20520 | $L208.20 $750,02 $484.06 $484.06
$540.20  $484.06 | $4B4.06 | $1,387.72  $1,20520 | $1208520 |  §540.20 $484.06 $484.06
SBingle Party Marvied/With Domestic Partoer Surviving Spouse/Domestic Partner
Monthly Moximum Monthly Maximfum ' Monthly Maximmin
Premium Subsidy Subsidy Premium Sybsidy Subsidy Premium Subsidy Bubsidy
$527.38 $496.04- 1 $496.,04 31,313,118 $1,235.14'1 81,235.16 $327.3%8 §496.04. $496.04-
§780.84  $496.04 | $496.04 | $2,006.70 3173516 | $1,235.06 | $780.84 $496.04-|  $496.04:
$562.40 $406.04 | §496.04 $1.444.76 $1,235.16 $1,235.16 $562.40 $496.04 | -5496.04.
Single Party Married/With Domestic Partrier Surviving Spouse/Domestic Partner
‘Monthly Maximum. . . Monthly Maxinm o Manthly Maximum
Praviiium Subsidy Subsidy Premiim Bolsidy . Sihsidy Premivm Bubsidy- Suhsu{y
$505.72 $490.05°| 4400.08 1  §1,259.19 $1,220.18 8122018 | $508.72 $490.05 $490,05
F765.43 $490.05 | . 3490.08 $1.967.09 $1,220,18 $1.22008 | $765.43 $490.05 $450.05
$551.30 $490.05 | §490.05 | $L41624 - §1.22008 | $1,220.18 | 955136 $490.05 - $450.05 | -

All'Plans shown have o 3106 co-pay, a5 the 825 co-pay plans were wot available as of the Jime 30, 2010 census date. We note
that the subsidy limits for calendaryedr 2011 are set egital to the premiums for the Kaiser Plans with §25 eo-pay. In this
valuition weswill assunte Ihat fiiture refireés will not.switch Jrom the 810 co-pay plans to'the 525 ca—pau Plans because in
practice even if some retirees were fo switch to the plans with the-$25 co-pdy, there is no ehunge.in the subsledy. atnorrt tkey
would be able toreceive from the City of San.Jose Police and Fire Department Medical Inswrance Program,




SECTION4:  Supporting Information for The City of San Jose Police and Fire Department Medical.and Dental Insurance Plan

EXHIBIT If

Actuarial Assumptions and Actuarial Cost Method (continued)

Per Capita Costs and Carrier Election Assumption Age 65 and Older

2010 Caleridar Year Single Party Married/With Domestic Partner Surviving Spoise/Domestic Partner
_ Monthly  Maximum Monthly  Maximum Monthly  Maximum
CARRIER Premiim Subsidy Subsidy* Promium =~ Sybsidy Subsidy? Prenium Subsidy Subsidy*
Kaiser Senior Advantage $426.78  $484.06 $429.78'| §850.56  §1.205.20. 3859.56 | $429.7%  $484.06 $429.78
Blue Shield PPO or POS §$582.86  $484.06 484,06 $1,185.72  $1,205.20 $1,165.72. | $582.86  $484.06 $484:06
Blue Shield HMO 541246 348406 $412.46. | $824.92 $1,205.20 $824.92 | $412.46 '$484.08 412,46
PacifiCare $395.48 548406 839548 | $790.96 $1.205.46 §790.96 | $395.48 $484.06 $395.48
2011 CalendarYear Single Party Married/With Domestic Partner: Surviving Spouse/Domestic Pariner .
o Monthly ~ Maxiiun Monthly  Masimum o Monthly  Maximum o
- CARRIER Préemiiym Subsidy Substdy* Premium Subsidy Subsidy* Premiom Subsidy’ Subsidy*
Kaiset Senitr Advantage $464.15 $496.16-| 846404 | 892832 S1,235.161  §528.32 $464.16  $496.04 1 $464.16
Blue Shield PPQ or PGS: $606.82  $496.04 | .8496.04 | §1.213.64 $123516 | S1,213.64 | 960682  $496.04 |  $496.04
Blae Shield HMO 5429.41 $496.04- ‘842941 BE5882  81,235.16 3858.82 343240 $496.04 $432.40
PacifiCars: $432:40 BA56.04 | 843240 1 5B6480  SL2356 $864.80 $432:40 $496.04 §432.40
20102011 Fiscal Year
CARRIER -Election Percent Sitple Party Married/With Domestic Partner Surviving Spotse/Damestic Partner
. - Recommended | npondily  Maximum |00 Monthly — Maxitin Monthly  Maxinum

Q”-Sﬁf?‘-‘-’@d For Veluation Premium  Subsidy | Subsidy* Premivm  Subsidy' | Subsidy® | Preminin  Subsidy | Subsidy

Kaiser Senior Advantage 34.1 35 $446.97  $490.05 5446.97 $893.94.  $1.22018 | $893.94 $446:97  $490.05 |  $446.97
Blne Shield PPO er POS; 57.9 60 $554.84 $480.05 | 349_9._0'5-- $1,189.68  $1,220.18 | $1,189.68 §594.84 £490.05 ‘8490.05
Blue Shield HMO 57 5 $42004  $490,05 $420.94 $841.87  $1,220.18 | $841.87 | $420.94  $490.05 | 420,04
PacifiCare 23 0 $413.94 $490.05 $413.94 | - $827.88  $1220018 | $827.88 | F41504  $490.05 841394

.

Anyexcess -b_f-t’he_ maxinm subsidy over the premium can be applied toward the Medicare Part B premivm. The Medicare Part B premium is 89640 per month in 2010
and 2011, ‘before means testing.

*SEGAL %




SECTION 4: Suppor’s:ng Information for The City of San Jose Police and Fire Department Madlcal and Dental

Insurance Plan

EXHIBIT I}

Actuarial Assumptions and Actuarial Cost Method {continued)

Tmiplicit Subsidy

GASB requires that retitees underwritien with actives be valued ag if they had been underwritten separately from the actives,
The difference Ketween the age based cost for retirees only and the Blended active/retiree premitih is the :mphczt subsidy. The:

sample values of this subsidy for the 20102011 plan year for retirees and spouses/dameshc partners at various ages are
shawn below: ‘

Male Retirees.

Kaiser

|| *SEGAL

Blue Shield PPQ/POS Blug Shield HMO
Age~ ' Age- Age-
) Blended | Based | Implicit | Blended | Based. | implicit | Blended | Based | Implicit
_Age | Premium Cost | Subsldy | Premium LCost Subsidy 1+ Premium Cost .| Subsidy
50 36069 | g7am7 | $1218 89,185 | 4930 3116 S6.616 | sgs42 | 1926
55 6,065 8,654 2,585 DIBS | 11,045 1,861 6.616 | 10,144 3,528
60 6,065 10,277 4,308 9,185 13,118 3,033 6616 | 13,047 5,451
64 6,069 11,791 5,732 9,183 15,050 5,865 6,616 13,821 7,205
65+ WA /A NA- KA, WA N/A N/A - NA 7
Female Retirees
Kalser Blue Shield PPOIPOS Blue Shield HMO
Age- Age- | Age- | |
_ Blended | Based | Impliclt | Blended | Based | Implicit | Blended | Based | Implicit
_Age | Premium | Cost | Subsidy | Premium | Cost | Subsidy | Premium | Cost | Subsidy
30- 36,069 | sgano | g2l $9.185 | g10,594 | §y400 [ $6616 | go7m9 | $3.113
33 5,069 8,935 2,866 | 9185 | 11404, 221 6,616, 10,473 3,857
60 6,069 9,636 | 3561 51851 12202 3,107 6616 | 11289 4,675
84 5069 1 10218 4147 5.185 13,040. 3,855 6616 1 11975 5359
65+ N/A NiA N/A. N/A N/A N/A N/A N/A N/A
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SECTION 4:

Insurance Pian

Supporting Information for The City-of San Jose Police and Fire Departient Medical arid Dental

EXHIBIT I

Actuariai Assump.tions-:and Actuarial Cost Method {continued).

 Implicit Subsidy {(Continued)

_Male Spouses/Domestic Partners

Kaiser Blue Shield PPO/POS Blue Shigld HMCG
Age- Age-. -Age-
_ Blended | Based | Implicit | Blended | Based | Implicit | Blended | Based Implicit
Age Premium Cost Subsidy | Premium | Cost | Subsidy | Premium | Cost | Subsidy
T 96069 | 35,000 $979 | $9185 | ¢5497 | 52,688 $6.616 | $5966 | 8650
35 60691 30 2] B g 492 66161 7984 | 1368
60, 6069 | o118 | 5049 D183\ 11538 2453 6616 | 0688 4,072
64 6062 . 11,510 5,441 H185 1 jasey 3:507 6616 | 13,492 6.876
85+ N/A N/A Nra NA N/A. | NA WA N/A- WA
Female 8pouses/Domestic Paitners T
Kaiser Blue Shield PPO/POS Blue Shield HMO
| Age- | Age-. - . Age- o
Blended | Based | Implicit | Blended | Based | Impiicit | Blended | Based | Implicit
Age Premium Cost | Subsidy | Premium | Cost | Subsidy | Premium | Cost | Subsidy
50 $6.069 | g6 £595 $9,185 | g8 506 -3679 $6.616 1 7812 | $1,196
55 6,069 T4 1,645 9185 | gis 661 6618 | 942 2436
60 6,069 8947 | 2,878 95| 1n420 2,235 6616 | 10487 3871
64 6069 1 10,070 4,001 9185 | 12853 3,668 G616 | 11804 | 5188
65+ WA, N/A N/A NiA NA N/A. N/A N/A WA
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SECTION 4:  Supporting Information for The Clty of 8an Jose Pollce and Fire Department Medical and Berital
Insurance Plan

EXHIBITT

Actyarial Assumptions and Actuarial Cost Method (continued)

Spouse Coverage Actives at the tiine of retiternent: 85% of employees assumed to have a. shouse or
domestic pariner electing coverage,

Retirees; Actual datd included with census:

Sponse Age Difference Males are assumed to be 3 years ¢lder than their female spouses/domestic partners.

Participation 05% of the curtent participants are agsumed to efect médical and dental coverage-at
retirement, '

100%. of retirees reaching age 65 arc.assumied.to be-eligible for Medicare.
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SECTION 4¢  Supporting Information for The City of San Jose Police and Fire Department Medical and Dental
insurance Plan

EXHIBIT |
Actuarial Assumptions and Actuarial Cost Method {continued)

Measuremerit Date:  Jume3p, 2010

Discount Rater 6.3%, based orva 7.75% assumed return on assets invested by the Police and Fire Plan:
’ and a.4.75% assurned return on assets invested by the City, The detailed developmen‘c
ig provided in Section 4, Exhibit V.

Post-Retirement Mortality Rates:

Heplthy: | RP-2000 combined. healthy mortality table- (sepdrate table for males-and-females) with
no collar adjustment, projected 10 years. The.male table is set back four years.
Disabled: RP-2000 combined healthy male- mortahty table with no collar adjustment, pmjected

10 years, set back one year of’ age

Termination Rates Before Refirement:

Mortality
. Rate (%)

Age Service-Connected Non Service-Cannected
Male Female Mails Female
25 00140 0,0090 “0.0148 0,009,
5 (:0237 60213 0.0737 00213
45 0.0522 0,0478 00522 0.0478,
55 0,111 10,1254 03011 0.1254



SECTION 4 Supporting Information for The City of 8an Jose Police -ahd Fire Department Medical and Dental
Insutance Plan

EXHIBITH ]
Actuarial Assumptions and Actuarial Cost Method {continued)

-

____Service Connected Disability Rates (%) _
Ade ‘ Police Fire
20 0.064 0.064
25 0,095 0.093
30 , 0,134 0.134
35 0199 0.19%
40 _ 0:314 0314
4. 0.5035 0.505
50 2.138 2,138
55 o 5075, 11.049
60 15.000 20,000:
) Turnover
Years of Service ) .Rate (%)
<1 . o 8.00
1ed 106
=9 ‘ .50
10+ 0:40

T SEGAL




SECTION 4:  Supporting Information for The City of San Jose Police and Fire Department Medical and Déntal
Ingurinie Plan '

EXHIBIT I
Actuarial Assumptions and Actuarial Cost Method (continued)

Retitement Rates:¥

Retirement Rates (%)~

Age Police Fire
5054 | 20,00 17.00

- 55.50 30.00 17.00
60-64 30.00 17.00
65-69 50,00 35.00
70 100.00 100.60

* dpplies to active members eligible for wirediced retirement bepefits:

Retirement Age and Benefit for ‘ _ _
Deferced Vested Members; For current deferred vested members, the retirement assumptiosn is age 55.

Future Benefit Accruals: 1.0-year of service per year.

Inclusion.of Deferred o .
Vested Members: Al deferred vested members are included if the valuation.
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SECTION 4 Supporting infoririation for The City of $an Jose Police and Fire Depariment Medical and Denta[—
Insurance Plan

EXHIBIT I
Actuarial Assumptions and Actuarial Cost Method (continued)

Salary Increases:

Annual Rate of Compensation increase

Inflgtiont 3.50% per year;

plus 0.75% real across-the-board salary increagse;
plus the Tollowing Merit aid Promotion increases based on
completed yeais of service,

Years of Service _ Annual Increase
0-3 5.50%
6-7 2.50
8+ 1.75

Actuarial Value of Assets: Thg actuarial value of assets is & five-vear smioothed matket value of assets. This
method recognizes 20 percent of the year's investment.eamings in excess of (or Jess
fhan) expeeted investment earnings in the current year and each of the four prior
years. The actuarial value of assets is constrained to be within 30% of the market
value as of Jufie 36, 2009 and within 20% on subsequent valuation dates.

The e\cpected value of assets for-the vear is the market value of assets at the bagtnmng
of the prier year brought forweard with interest at the assumed rate of returnfo-the end
of the eurrent year plus confributions minus benefit disbursements, all adjusted with
interest at the assumed rate of return-to the end of the current year. :

Actuarial Cost Method: Entry Age Normal Actuarial Cost Method. Normal Cost and Actuarial Accrued ’
Liability are-calculated on an individual basis and are based on costs allocated as a
level percentage of compensation.
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SECTION 4;  Supporting Information for The City of San Jose Police and Fire Department Medical and Dentall
Insurance Plan

EXHIBIT 11
Actuarial Assumptions and Actuarial Cost Method (continued)

Plan Design: Deveicpment of plan liabilities was based oh the-subsfattive plan of beneﬁts in effect

as deseribed in Exhibit TII.
Adminisfrative: Expenses: No administrative expenses-were-valued separately from the claim costs.
Assumption Changes Since Prior
Valuation: Health care cost ttend rates have been updated Starting premivm costs were revised
to reflect updated data.
Discount rate: Decreased from.6.7% to 6.3%
34
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BECTION 4:  Supporting Information for’ The City-of San Jose Police and Fire Depattment Medical and Dental

!nsuranca Plan

EXHIBIT 1T
Summary of Plan

This exhibit summiarizes the major benefit provisions as included in the valuation, To-the best of our knowlsdge, the summiary
tepredents the substantive plan ag of the measurement date. It is it intended. to be, norshould it be interpreted as, a.complete

statement of all benefit provisions.

Eligibility:

Benefit Types:

Medieal Plon Cholces
Dental Pign
Medical Prepinms

DeniglPremivms .
Benefit

Retired for disability or'service from active service with 15 years of service, 0t
receiving a benefit of at least 37.5% of FAS. Also, if a2 member separates from service
after July 5, 1992, with 20 years of service leaving contributions. in the retirement plan
until the meribet applies for retirsment Senefits.

Kaiser, BlueShield and PacifiCars
Delta Deritdl and Enhanced Delta Deéntal

For retirees not eligible for Medicare, the Plan pays the lowest non-Medicare HMO

premmm rate. For retirees eligible for Medicare, the Plan pays the rétiree’s HMO
preium plis the Medicare Part B fifemiiurs, subject to the Saire haxifmuins that
apply o non-Medicars retirees. For the 2010-2011 fiscal year, the maximum subsidy
iy §490.05 fora single member and $1,220.18 for member with spouse or domestic
partrer.

The Plan-pays the entire premiurm,

The same medical and dental coverage that the City provides an active member.
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SECTION 4:  Supporting Information for The City of San Joss Police and Fire Department Medical and Dental
Insurance Plan

EXHIBIT I
Summary-of Plan (continued).

Active'Plan Funding:
Police ,
Employee's Contribution Contribute 50% of the health premium subsidy and 25% of the dental premium subsidy as
' determined at'each actuarial valuatien based oh a wieighted avérags of:
#  The cash flow requirenient for the next ten’ years, and
e The full prefunding requirement based on: 1)7,75% discount rate, 2) Entry Age

Normal Fiinding Method, 3) 30-year closed amortization of the unfurided actuarial
accrued lability.

For the 2010-2011 fiscal year, the contribution rateis based on-40% of the full prefunding
rate and 60% of the 10-year cash flow Tequirement rate.

City’s Contribution Contribute 50%-of the health premtiura subsidy and 75% of the dental premiim subsidy as:
; determined at each actuarial valuation based on a weighted average.of:
®  The cashflow requirement for the hiext ten years; and

*  The full prefunding requirement based on: 1)-7.75% discourtt rate, 2) Entry Age
Normal Funiding Method; 3) 30-year closed amortization of the unfunded actuarial
acerved jiability.

‘For the 2010-2010 fiscal year, the contribution rate.is based on-40% of the full prefunding
rate and 60% 01’ the l[}-year cash flow requirement rate,
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SECTION4;  Supporting Information for The: City of San Jose Police and Fire Departmerit Medical and Deital

Insurances Plan

Active Plan ¥aundidg (continuéd):

Fire
Employee’y Contribuiion

City’s Contribution

Contribute 50% of the health premzum subsidy and 25% of the dental premium subsidy a3
determined at each actuatial valuation based on 2 weighted average of:

» The cash flow requitemetit for the Text ten years, and

o The full prefinding requirement based on: 1) 7.75% dls.aount rate, 2) Eniry Age
Normal Funding Msthod, 3) 30-year closed amortization nf the unfinded actoarial
accrued Hability,

- For the 2010-2011 fiscal year, the contribution rate is based on 0% of the full prefinding
rate and 100% of the, 19-year-cash flow requirement rate.

Contribute 50% of the health premium subsidy and 75% of the dental premjura subsidy as
determiied 4t each actuarial valuation based on & m1ghted average oft

'»  The cash flow requirement for themnextten vears, and

»  The full prefunding requirement based on: 1) 7.75% discouritrate, 2) Entry Age

Normal Funding Method, 3) 30-year cloget amorfization of the-unfunded actuarial
accrued lability,

For'the 2010-2011 fiscal year, thé-contribution rate is based on 0% of the fisll prefundmg

rate- and 100% of the 10-vear cash fiow requirement rate.



T SEGAL

SECTION4:  Supporting Information for The City of San.Jose Police and Fire Department Medical and Dental
Insurance Plan . _

EXHIBIT IV’

Procedures and Assumptions Directed by the Department of Retirement-Services

For the'purposés of determining the discount rate, we have followed directions from the Departmerit of Retiremetit Services to
follow the Municipal Code provision that specify How the fundihig contribiifion rates are shared between the City.and the
members:so as to-anticipate that the members will niow meke contributions that amourit 1o these safme propertionate shares but
applied to the acorual accounting expense:determined in accerdance with GASB Statements No..43 and 45.

prowdmg the medical premxum submdy, O% of the axpensc: of prov1d1ng the 1mphc1‘c sub51dy, and 25% of the expense for

providing dental benefit.

We also received directions regarding the-earnings assumptions for City ﬁmds and for plan assets. Using thosg assumiptions, it
is-assutned thet the Police:and Fire would earn-an 7.75% annual réttim on contributions deposited with and investéd by the

Plan while the City would:earn 4.75% per year-on its investments. In the prior valuation, the annual Plan: mves’cment return

assumption was 8.00% and the:annual City investment return assumption was 5.00%.
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BECTION 4 Supporting Information for The City of $an Jose Police and Fire Department Medical and Dental
Insurance Plan,

EXHIBITV _
Devslopment of Discount Rate as of June 30, 2010

1) Projected Fmplisit Subsidy Payment for 20102011 34939215

2)  City Contribution Rate for2010-2011 Plan Year¥ 5.36%,

'8} Projected Payroll for 20102011 251,058,475

4} Projected City Cash Contribution [(2) X (3] - 13,532,052

53 Totel Credited City Contributian [(1) + (4)] 18,471,267

' TOTAL  Medical Déintal é‘l‘:{j’:ﬁj

6}y Enfry-Age Normal Actaarial Acctusd Liability Calenlated Using 7.75% Diseount Rate §773,603,520  $618,806,111  §62,715,731 892,371,678

7y Alloeation of Actuarial Value of Assets 58586445 - 52728000 5,838,443 -

8} Unfunded Aetoarial Accrued Lizbility : $715307,077  $366,078.131  $56,857,288 $92,371.678

9y 30-Year Amortization of Unfinded Liability 36,959,206 20248693 2,937,750 4,173,153
10} Nemnal Gost 20.273,75% 17,233,537 1,543,404 3,476,792
11}~ Total ARG af Beginning of Year [(9) + (10)] 55,232,956 46502260 4481164 8,248,545
12)  Interest to Middle of Yeat 2,252,450 1,168,340 170,405 313,705
13} Total ARC payable throughout year 61485400  4R270590 4,651,569 8,563,250
14y City Allocated Percentage of ARC ' 30% 75% 180%
18y City Allozated ARC — Expressed in Dollars §36,187.222 24135205 3,488,677 8,563,350
16) City Allocated ARC—Expressed as Percent of Payroll 14.41% 9.61% 1.39%. 3.41%
17y Employee Allocated ARC—Expressed in. Dollars. 25298187 24135205 1,162,892 -
18)  Emploves Allosaied ARC —Bxpressed as Percent of Payroll 10.08% . 9.61% D.46% 0.00%
119} Shiott-Term Rate 6f Retumn [as ditected by Dept: of Ret:Services) 4.75%
20)  Rate of Return for fully fimded plen {as-directed by Dept, of Ret. Services) 7.75%
21y Actual contribution credifed to City [Lins (5)] 318,471,267
22} ARC sllgeated-to. City [Line (13)] ‘ - 36,187,222
23} Funded percenitage for C]‘ry ARG [(2D2D)] ) 51.04%
243 nghied Axverage Discount Rate [(23) X 201(1: (23]] K9 {Ronnded) 6.3%

* 'Wf;ightad.-;,a,wmga of Police and Fire rates:
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SECTION4:  Supporting Information for the The City of San Jose Police and Fire Department Medical and Dental

insurance Plan

EXHIBIT VI

Definitions of Tarms

The following list defines certain techrical ferme for the convenience of the reader:

Assumptions or Actuarial
Assumptions:.

Actuarial Pres&_aﬁtﬁ Valne of Total
Projected Benefits (APB):

Normai Cost:

Actuarml Accrued anb:hty
For Achves

Actuarial Acerued Liability

For Retirecs:

"The estimates oni‘which the cost of the Plan is calcuiated including:

(8 Invesiment return — therate of investrent yield that the Plan will earn over
the long-term future; :

(b}  Mortality rates — the death rates of employees and petisioners; life

expectaney is based on thess rafes;,

{©) Retirement rates — the rate or probability of retirement at & given age; and

{d) Turngver rates — the rates 4t twhich employees of various.ages ave-expected

torleave employment forreasons-other than death, disability, or retirement.

Present valug 6f all futtre bengfit payments for current retiress and active employess
taking inte account assinptions about demiographics, fufnover, mortality, disability,

retirement, hedlth care trends; and other actuarial assumptions;

The-ameunt of contributions required to fund the benefit allocated t the current yvear-

of service,

‘The equivalent of the accumula‘red norfial cests allocated to the years before the-
valuation date:

The-single sum value of lifetime benefits to existing retirees, T!ms s takes accoumt
of lifé-expectancies appropriate to the ages of the retitess and of the interest which the

sum {5 expected to earn before it is-entirely paid out:in benefits.
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SECTION 4;  Supporting Information for the:"rh-ead’ity' of San Jose Police and Fire Department Medical and Dental

Insurance Plan

Actuarial Value of Assets (AVA):

Funded Ratip:

Unfunded Actuarial Acerued
Liability {UAAL):

Amortization of the Unfanded
© Actuarial Acerued Liability:

Tnvestment Return (discount rate):

Covered Payroll:

ARC as a Percentage of Covered
Payrolk

Health Care Cost Trend Rates:

Annual Required

Contribution (ARC):

The value of assets used By the actuary in-the valution. These may ‘be at'market value

or some other method uscd to smooth wvariations in market value froni one valuation to
the next,

The fatio A VAAAL.

The extentto which the actiarial éccrued liabifity of the Plan exceeds the assets of the:
Plan, There is a wide rahge of approaches to paying off the unfunded aetuirial acerued
liability, from meeting the interest accrual only to-amortizing it over-a specific period
of time,

Payments made over a perwd of years equal in value to the Plan’s unfunded-actoarial
accrued lability.

Thie rate of 2arnings of the Plan fiom s imes'ﬁﬁents, méluding interest, dividends and

capital gain and loss adjustments, computed as a percentege of the average value, of

the-fund. For actuarial purposes, the investmerit return often reflects a'smoothing of
the capital gains and Tusses to avoid significant swings in the valie of assets from orie

year to the next. If the'plan is funded on 2 pay-as-you-go basis, the discciiht rate is
tied to the expected rate of return on day-to-day employer finds.

- Annual reported salaries for all active participants on the valuation date.

The ratio of the annval required contribution to covered payroll.

The annual rate of in-crehsa in net clairis costs per individial benefiting from thé Plan.

"The ARC 15 equal to the sum of the normal cost and the zmortization of the unfurided

actuarial accrned: hablh‘cy
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SECTION 4:  Supporting Information for the The Gity.of San Jose Police and Fire Department Medical-and Derital
' Insurance Plan

Net OPEB.Obligation (NOO): The NOOis the ¢uriiiltative differehce betwget the ARC. and actual contributions
. niade, If the plan is not pre-funded, the. actual contribution would be-equal to the
anrual benefit payments less retiree contributions: There are additional adjustments in
the NOO calculations to adjust for timing differences between:cash-and acerual
accounting, and to prevent double counting of OPER plan costs..
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ZSEQTJON 4:  Supporting Information for the The City of 8an Jose Police and Fire Department Medlca] and Dental

insurance Plan

EXHIBIT VI
Accounting Requirements

The Governmental Accounting Standards Board (GASE)
tssyed Statement Number 43 -- Financial: Reporting far
Postemployment Benefit Plans:Other Than Pension Plans,
and Statement Number 45 — dccounting and Finanzial
Repcrﬂng by. Empioyers Jor Postemploymerit Benefits
Other Than Pensiorns. Under thege statements, all state and
local gevernment entities that provide other post
employment benefits (OPEB) are required to report the

‘vost af these bensfits on their financial statements. The

acco,untmg standards.supplement ¢ash accoun‘fmg, under
which the expense for posternployment benefits is equal to

‘benefit and administrative costs paid on behalf of retirees
and thelrdependents (ie., a pay—as~you-go basi),

. The satements cover postemployment benefits of health,

preseription drug, dental, vision and life insurance

coverage fof refirees; long-term care coverage, life

insirance and death benefits that are not offered as part
af a.pe..nsio,n,pian; and long-term disability insurance for
etiployees. The benefits vatued in this repert are limited.
to-those described in Exhibit [I1 of Section 4, which are
besed on those provided vhder the tertis of the -

substantive plan in effett at the time of the valuation and

onthe pattern of sharing costs between the employer and
plan merbers, The projeetion of benafits is not limited
by legal or contractual Timits on fiinding the plan unless
thage limits clearly translate intd benefit limits on the
substantive plar being valued. :

. The new standards introduce.an accruat-basis accounting

requirement, thereby recognizing the employer-cost of
posfemploymt:n’r benefits over an employes’s career. The-
standards alsp introduce a consistent accounting
retjuirement for both pension and non-pénsion henefits,

The total cost of providing postemployment benefits is
projected, taking into account assumptions about
demographics; turnover, mortality; disability, retirerent,
health care trends, and other actuatial assumiptions, These
assumptions are summerized in Bxhibit I of Section 4.
This embimt is then discounted to determine the actusrial
present value of the total pIDJGOtEsC] benefits (APB). The
actuarial accrued liability (AAL)-is the portion of the
present value of the fotal projected benefits allocated:to.
years of emiployment prior to the measurement date. The
unfunded actuarial dcorued Hability (UAAL) s the:
difference between the AAL and actuarial value ofassets

-in the Plasi.

Oncee the AAL s determined, the Annual Requtred
Contribution (ARC) is determined a5 the normal cost (the
APB allgeated to the current yéar of service) and the
arortization of'the TTAAL. This ARC Is oompared 10
actpal contributions mede and any difference is reported as
the Net OPEB Obligation (NOQ). In addifion, Reguired
Suppiementary Information (RSI) must be report&d,‘
including historical information about the UAAL ahd the
progressin funding the Plan. Bxhibits IV and VI of Section
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SECTION 4:-  Supporting Information for the The City of San Jose Police: and Fire Department Medical and Dental

Insurance Plan

4.contain a definition of terms ag well as more inforinati on
about GASB43/45 coiitepts.

The-calculation of an accouniting obligation does not, in
and of itself, imply that there is-any legal liability to

provide the benefits valued, nor is there any implication

thatthe Empleyer is rrf:qun“ed to implement a funding
policy to-satisfy theprojected expense.

Actuarial calculations reflect a long-term perspective, and

the methods and assumptlons use techmques desagned 10

reduce short term volatility in aceried liabilitics and the

actuarial value of assets, if any.

Actuarial valuations involve estimates of the vilde of
reporied amoiints and-assumptions-about the probability of”
‘events far info the future, and the actuarially:deterimined

amounts are subject fo continual revision as actual results
are compared o past expectations and riewestimates are
made about the future.
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SECTION 4: Supp-drting Information for the The City of San Jose Police and Fire Department Medical and Dental
Instrance Plan ‘

EXHIBIT VI

‘GASB 43/45 Cancepts

The following graph illustratés why a sigrificant subsicy for these retirees. The Zccounting standard tequires
accounting obligation may exist even though the retiree the Planto identify and account for'this implicit subsidy as
contributes most or all of the. blended premium cost of'the well as any éxplicit subsidies the Plan:may-provide.

plan. The average cost for retirees is 1ikely to. exceed the
average cost forthe whole group, leading to an implisit

Hypothetical Cost Cuive.

i L Cprojected Cost)
ot Blended Cost
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SECTION4:  Supporting information for the The City of'San_Jbs‘e Police and Fire Department Medical and Dental

insurance Plan

This graph shows how the actuarial present valte of the
total projected bensfits (APB) s broken down and
allocated to varjous accotnting periods. The exact
breakdown depends.on the actuarial cost method and
amortization methods selected by the emplover.

GASB 43/45 Meas&rement.
Elements Using Actuarial Cost Methods

4 Present Value
of Future Benefits Future

Accounting
Periods:

Current Period

Historical
Accounting
Periods.

Normal Cost
o . .
30 Years Amortization
of Unfunded Actuarial Accrued Liability

Net OPEB Obiligation'= ARC1+ARC2+ ARCs* ...,

~Confribution:  Contributionz  Contributions = ......

5134785v2/09381.0086,

Annual Required Contribution (ARC).
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