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INDEPENDENT AUDITOR’S REPORT 
 
To the Board of Administration 
Seattle City Employees’ Retirement System 
Seattle, Washington 
 
We have audited the accompanying statements of plan net assets of the Seattle City Employees’ 
Retirement System (the “System”), as of December 31, 2009 and 2008, and the related statements of 
changes in plan net assets for the years then ended. These financial statements are the responsibility of 
the System’s management. Our responsibility is to express an opinion on these financial statements based 
on our audits. 
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audits to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial status of the System as of December 31, 2009 and 2008, and the changes in net assets for the 
years then ended, in conformity with accounting principles generally accepted in the United States 
of America. 
 
Management’s Discussion and Analysis and the Schedule of Funding Progress and Schedule of Employer 
Contributions, which are presented as Required Supplementary Information, are not a required part of 
the basic financial statements but are supplementary information required by the Governmental 
Accounting Standards Board. This supplementary information is the responsibility of the System’s 
management. We have applied certain limited procedures, which consisted principally of inquiries of 
management regarding the methods of measurement and presentation of the required supplementary 
information. However, we did not audit the information and express no opinion on it. 
 
Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken 
as a whole. The schedules of administrative and investment expenses are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. This additional 
information is the responsibility of the System’s management. The schedules of administrative and 
investment expenses have been subjected to the auditing procedures applied in our audits of the basic 
financial statements and, in our opinion, are fairly stated, in all material respects, in relation to the basic 
financial statements taken as a whole. 
 

 
 
Seattle, Washington 
June 7, 2010 
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SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

YEARS ENDED DECEMBER 31, 2009 AND 2008 
 
 
This section presents management’s discussion and analysis of the Seattle City Employees’ Retirement 
System’s (SCERS or the System) financial performance during the year ended December 31, 2009. 
Please read it in conjunction with the accompanying financial statements and the related notes. 
 
The City of Seattle is responsible for establishing and maintaining an internal control structure designed 
to ensure the protection of assets from loss, theft, or misuse, and to ensure the accounting information 
generated is adequate to prepare financial statements in conformity with generally accepted accounting 
principles. The internal control structure is designed to provide reasonable, though not absolute, 
assurance of achieving these objectives. 
 
As a department of the City of Seattle, the Seattle City Employees’ Retirement System is subject to this 
internal control structure. In addition, section 4.36.140.D of the Seattle Municipal Code requires the 
Board of Administration to annually transmit a report of the financial condition of the System to the 
City Council. 
 
This report is prepared in accordance with the principles of governmental accounting and reporting 
promulgated by the Governmental Accounting Standards Board (GASB). Investments are stated at fair 
value, and revenues include the recognition of unrealized gains or losses. The accrual basis of accounting 
is used to record assets, liabilities, revenues and expenses. Revenue recognition occurs when earned 
without regard to the date of collection. Expense recognition occurs when the corresponding liabilities 
are incurred, regardless of payment date. The basis of contributions to the System follows the principles 
of level cost financing, with current service financed on a current basis. Milliman Consultants and 
Actuaries, the consulting actuary, evaluates the funding status of the System. 
 
This report contains the following information: 
 
1. Basic Financial Statements including: 

a. Statements of Plan Assets 
b. Statements of Changes in Plan Net Assets 
c. Notes to the Financial Statements 

 
2. Required Supplementary Information including: 

a. Schedule of Funding Progress 
b. Schedule of Employer Contributions 

 
3. Additional Information including: 

a. Schedule of Administrative Expenses 
b. Schedule of Investment Expenses 



SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
MANAGEMENT’S DISCUSSION AND ANALYSIS  (CONTINUED) 

YEARS ENDED DECEMBER 31, 2009 AND 2008 
 
 

3 

The basic financial statements are described as follows: 
 

The Statement of Plan Net Assets shows the account balances at year-end and includes the net 
assets available for future benefit payments. The liabilities for future benefit payments are not 
included in this statement; however, they are shown in the Schedule of Funding Progress that is 
included in the Required Supplementary Information. 
 
The Statement of Changes in Plan Net Assets shows the sources and uses of funds during the year 
and illustrates the change in net assets from the previous year. 
 
The Notes to the Financial Statements are an integral part of the financial statements and include 
additional detailed information and schedules to provide a better understanding of the financial 
statements. 

 
The required supplementary information provides historical trends that help to reflect the ongoing plan 
perspective and the long-term nature of the defined benefit plan. 
 

The Schedule of Funding Progress contains actuarial information about the status of the plan from 
an ongoing long-term perspective, in the accumulation of sufficient assets to pay future benefits 
when due.  
 
The Schedule of Employer Contributions contains historical trend information regarding the value 
of the total annual contributions the employer must pay and the actual contributions by employers 
in meeting this requirement. 

 
Financial Highlights 
 

SCERS assets that are held in trust for the payment of future benefits do not exceed the estimate of 
actuarial accrued liabilities as of December 31, 2009. 
 
Net assets increased by $168 million (11.4%) during 2009, primarily due to the increase in the 
diversified portfolio invested in the U.S. and equity markets abroad as well as the fixed income and 
alternative investments. 
 
Revenue for 2009 was $288 million which includes member and employer contributions of 
$93.2 million and increases from investment activity totaling $195 million. 

 
Expenses (deductions from net assets) for 2009 increased by $5.3 million (4.4%) from 2008. This 
can be attributed to a $5.4 million increase in retiree benefits. 

 



SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
MANAGEMENT’S DISCUSSION AND ANALYSIS  (CONTINUED) 

YEARS ENDED DECEMBER 31, 2009 AND 2008 
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Plan Net Assets 
 
The table below provides a summary of assets and current liabilities for the years ended December 31: 
 

2009 2008 2007

Cash, Short-term Investments
and Receivables 34,520,842$          31,851,993$          89,803,563$          

Investments at Fair Value 1,624,966,184       1,461,014,814       2,039,406,451       
Securities Lending Collateral 36,491,886            69,838,616            103,323,467          
Equipment 2,273                    2,618                    2,963                    

Total Assets 1,695,981,185       1,562,708,041       2,232,536,444       

Securities Lending Payable 40,437,944            75,393,782            103,323,467          
Other Payables 10,245,892            9,887,781              9,814,866              

Total Liabilities 50,683,836            85,281,563            113,138,333          

Total Net Assets 1,645,297,349$     1,477,426,478$     2,119,398,111$     
 

 
Changes in Plan Net Assets 
 
The table below provides a summary of the changes in plan net assets and reflects the activities of the 
fund for the years ended December 31: 
 

2009 2008 2007
Additions

Member Contributions 46,613,886$         45,986,139$         40,533,554$         
Employer Contributions 46,650,169           45,961,040           40,299,506           
Net Investment and Other 194,905,072         (618,956,502)        139,153,765         

Total Additions
(Deductions) 288,169,127         (527,009,323)        219,986,825         

Deductions
Retiree Benefits 108,138,820         102,703,230         98,391,533           
Refunds of Contributions 9,742,691             10,223,415           11,525,660           
Administrative Expenses 2,416,745             2,035,665             1,825,148             

Total Deductions 120,298,256         114,962,310         111,742,341         

Net Increase (Decrease) 167,870,871$       (641,971,633)$      108,244,484$       
 

 



SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
MANAGEMENT’S DISCUSSION AND ANALYSIS  (CONTINUED) 

YEARS ENDED DECEMBER 31, 2009 AND 2008 
 
 

5 

Revenues - Additions to Net Plan Assets 
 

 In 2009 member contributions increased by $.6 million (1.4%) compared to 2008. In 2008 member 
contributions increased by $5.4 million (13.5%) compared to 2007. 
 
Employer contributions increased by $.7 million (1.5%) compared to 2008. Employer contributions 
in 2008 increased by $5.7 million (14.0%) compared to 2007. 
 
Net investment change and other income was a gain of $195 million in 2009 as compared to a loss 
of $619 million in 2008, and a gain of $139 million in 2007. 

 
Expenses - Deductions from Net Plan Assets 
 

Retiree benefits increased in 2009 by $5.4 million (5.3%) compared to 2008, primarily due to the 
increased number of members making application for retirement in 2009, as well as the mandatory 
COLA increase implemented in 2008. Retiree benefits increased in 2008 by $4.3 million (4.4%) 
compared to 2007, due to the new COLA requirement implemented in late 2007. 
 
Refunds of contributions decreased in 2009 by $.5 million (4.7%) as compared to amounts paid in 
2008. This is likely to residual recessionary economic consequences attributable to the financial 
credit crisis of 2008. Refunds of contributions decreased in 2008 by $1.3 million (11.3%) compared 
to 2007. 

 
Changes in Plan Membership 
 
The table below reflects the active membership and retiree changes for the years ended December 31: 
 

2009 2008 Change

Retirees and Beneficiaries Receiving Benefits 5,304       5,247       1.1%         

Current and Terminated Employees Entitled To,
But Not Yet Receiving Benefits

Current Employee Members 9,071       8,793       3.2%         
Vested Employee Members 2,006       2,038       (1.6%)      

Total 11,077     10,831     
 

 
 



SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
MANAGEMENT’S DISCUSSION AND ANALYSIS  (CONTINUED) 

YEARS ENDED DECEMBER 31, 2009 AND 2008 
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Funding Status 
Schedule of Funding Progress 

Funding Ratio 
As of January 1st Valuation Date 

 

 
 
Funds are accumulated from employer and employee contributions, and investment earnings, and are 
used to pay present and future benefit obligations and administrative expenses. The better the level of 
funding, the larger the ratio of assets accumulated and investment income potential. Although the 
historical level of funding for the System is adequate, we continue to make a constant effort to achieve a 
fully funded status, thereby assuring the participants of a financially sound retirement system. Most 
active members contribute 8.03% of their salaries to the retirement fund and the City contributes 8.03%.  
 



SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
MANAGEMENT’S DISCUSSION AND ANALYSIS  (CONTINUED) 
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Investment Activities 
 
One-year returns on asset classes and comparative benchmarks are presented in the table below for the 
years ended December 31: 
 

2009 2008

Total Portfolio 10.8%       (26.8%)    

Domestic Equities 29.3%       (38.2%)    
Benchmark:  Russell 3000 Index 28.3%       (37.3%)    

International Equities 36.1%       (43.7%)    
Benchmark:  MSCE EAFE Index 32.5%       (43.1%)    

Fixed Income 19.5%       (4.3%)      
Benchmark:  Barclays Capital Aggregate 8.6%         2.4%         

Real Estate (31.3%)    (10.6%)    
Benchmark:  Russell NCREIF Property Index (16.8%)    (6.5%)      

Alternative Investments 14.2%       (16.9%)    
Benchmark:  Treasury Bills + 5% 3.2%         4.9%         

Mezzanine Debt (39.8%)    (12.9%)    
Benchmark:  9% Assumption 9.0%         9.0%         

Cash 2.9%         1.2%         
Benchmark:  91-Day T-bills 0.2%         0.3%          

 
The investments of the System are governed primarily by the prudent person rule. The prudent person 
rule, as set forth by Washington state statute, establishes a standard for all fiduciaries, which includes 
anyone who has authority with respect to the fund. 
 
The recoup of the financial markets in the U.S. and abroad impacted the System’s investments and 
resulted in an increase in plan asset value, compared to the loss experienced in plan asset values in 2008. 
The System invests retirement funds for the long-term, anticipating both good and poor performing 
financial markets. The overall investment portfolio is positioned in a diversified manner to minimize 
investment risk. 



SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
MANAGEMENT’S DISCUSSION AND ANALYSIS  (CONTINUED) 

YEARS ENDED DECEMBER 31, 2009 AND 2008 
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Contacting the Seattle City Employees’ Retirement System 
 
If you have questions about this report or need additional information, please contact us by telephone 
at: 206.386.1293 or by e-mail at: RetireCity@seattle.gov or you may mail your questions to: 
 
Seattle City Employees’ Retirement System 
720 Third Avenue, Suite 1000 
Seattle, WA 98104 
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SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
STATEMENTS OF PLAN NET ASSETS 

DECEMBER 31, 2009 AND 2008 
 
 

2009 2008
Assets:

Cash and equity in pooled investments 18,347,438$         16,126,337$         
Short-term investment funds 11,026,863           6,541,602             
Securities lending collateral held 36,491,886           69,838,616           

Total cash and short-term investments 65,866,187           92,506,555           

Receivables:
Members 1,989,617             3,659,707             
Employer 1,332,367             2,886,243             
Interest and dividends 1,824,557             2,638,104             

Total receivables 5,146,541             9,184,054             

Investments, at fair value:
U.S. Government obligations 178,650,109         93,240,454           
Corporate bonds 108,951,282         156,963,787         
Domestic stocks 631,591,667         482,487,914         
International stocks 305,943,218         225,342,531         
Real estate 183,024,765         216,700,592         
Alternative/venture capital 159,010,143         163,164,971         
Mezzanine debt 57,795,000           123,114,565         

Total investments 1,624,966,184      1,461,014,814      

Equipment and fixtures, at cost, net 
of accumulated depreciation of 
$201,830 and $199,212, respectively 2,273                   2,618                   

Total assets 1,695,981,185      1,562,708,041      

Liabilities:
Pensions payable and other 10,245,892           9,887,781             
Securities lending obligation 40,437,944           75,393,782           

Total liabilities 50,683,836           85,281,563           

Net Assets Held in Trust for Pension Benefits 1,645,297,349$    1,477,426,478$    

(A schedule of funding progress is presented on page 20)  
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SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
STATEMENTS OF CHANGES IN PLAN NET ASSETS 

YEARS ENDED DECEMBER 31, 2009 AND 2008 
 

2009 2008
ADDITIONS:

Contributions:
Employer 46,650,169$       45,961,040$       
Member 46,613,886         45,986,139         

Total Contributions 93,264,055         91,947,179         

Investment Activities:
Investment Income (Loss):

Net change in fair value of investments 183,523,735       (639,878,566)      
Interest 13,405,079         18,009,176         
Dividends 1,127,943           5,543,040           

Net Investment Income (Loss) 198,056,757       (616,326,350)      

Investment Activity Expenses:
Investment management fees (3,015,468)          (3,107,420)          
Performance consultant fees (256,170)             (165,000)             
Investment custodial fees (95,376)              (94,311)              

Total Investment Activity Expenses (3,367,014)          (3,366,731)          

Net Income (Loss) from Investment Activities 194,689,743       (619,693,081)      

Securities Lending Activities:
Securities lending income 361,238 3,522,470
Securities lending expenses:

Borrower rebates (75,156) (2,541,728)
Management fees (70,753) (244,163)

Total Securities Lending Expenses (145,909)             (2,785,891)          

Net Income From Securities Lending Activities 215,329              736,579              

Total Additions (Deductions) 288,169,127       (527,009,323)

DEDUCTIONS:
Benefits 108,138,820 102,703,230
Refunds of contributions 9,742,691 10,223,415
Administrative expenses 2,416,745 2,035,665

Total Deductions 120,298,256       114,962,310       

NET CHANGE 167,870,871       (641,971,633)

NET ASSETS HELD IN TRUST FOR PENSION BENEFITS
Beginning of Year 1,477,426,478 2,119,398,111

End of Year 1,645,297,349$  1,477,426,478$   



SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2009 AND 2008 
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Note 1 - Plan Description 
 
The Seattle City Employees’ Retirement System (the System) is a single-employer defined benefit 
public employee retirement plan, covering employees of the City of Seattle and administered in 
accordance with Chapter 4.36 of the Seattle Municipal Code. The System is a pension trust fund 
of the City of Seattle. 
 
The System is administered by the Retirement System Board of Administration (the Board). The 
Board consists of seven members including the Chair of the Finance Committee of the Seattle 
City Council, the City of Seattle Finance Director, the City of Seattle Personnel Director, two 
active and one retired members of the System who are elected by other system members, and one 
outside board member who is appointed by the other six board members. Elected and appointed 
board members serve for three year terms. 
 
All employees of the City of Seattle are eligible for membership in the system with the exception 
of uniformed police and fire personnel who are covered under a retirement system administered 
by the State of Washington. Employees of METRO and the King County Health Department 
who established membership in the System when these organizations were City of Seattle 
departments were allowed to continue their System membership. There are currently 5,304 
retirees and beneficiaries receiving benefits, and 9,071 active members of the System. There are 
2,006 terminated employees entitled to future benefits. 
 
The System provides retirement, death, and disability benefits. Retirement benefits vest after five 
years of credited service, while death and disability benefits vest after 10 years of service. 
Retirement benefits are calculated as 2% multiplied by years of creditable service, multiplied by 
average salary, based on the highest 24 consecutive months. The benefit is actuarially reduced for 
early retirement. 
 
 

Note 2 - Summary of Significant Accounting Policies and Plan Asset Matters 
 
Basis of Accounting - The financial statements were prepared using the accrual basis of 
accounting. 
 
Cash and Equity in Pooled Investments - The System classifies cash and equity in pooled 
investments as cash on deposit in financial institutions and cash on deposit in the City of Seattle’s 
internal cash management pool. The System also recognizes certain short-term highly liquid 
securities with an original maturity of three months or less as cash equivalents. 
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NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2009 AND 2008 
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Note 2 - Summary of Significant Accounting Policies and Plan Asset Matters 
(Continued) 

 
Method Used to Value Investments - Common stock, international equities, fixed income, 
international fixed income, and short-term investments are reported at fair market value, which is 
based on the quoted market price. Private equity and real estate equities are reported at fair value 
which has been determined by independent appraisers and, to a limited extent, in-house 
appraisers. Investment income consists of realized and unrealized appreciation (depreciation) in 
the fair value of investments, interest income earned, less investment expense, plus income from 
securities lending activities, less deduction for security lending expenses. Securities and securities 
transactions are reflected in the financial statements on a trade-date basis. Investments are made 
in accordance with the Prudent Person Rule as defined by the State of Washington 
RCW 35.39.060. 
 
Contributions - Employee and employer contributions are reported in the period and for the 
calendar year in which the contributions are due. 
 
Equipment and Fixtures - Equipment and fixtures are stated at actual cost less accumulated 
depreciation. Estimated useful lives of major classes include three years for computer equipment 
and 15 year for office furniture and equipment. The straight-line method of depreciation method 
is used. 
 
Benefits and Refunds of Contributions - Benefits and refunds of contributions are recognized 
when due and are payable in accordance with the System’s policy. 
 
 

Note 3 - Contributions 
 
Member and employer contributions rates are established by the Seattle Municipal Code Chapter 4.36. 
 
The employer contribution rate is determined by the actuarial formula identified as the Entry Age 
Cost Method. The formula determines the amount of contributions necessary to fund the current 
service cost, representing the estimated amount necessary to pay for benefits earned by the 
employees during the current service year and the amount of contributions necessary to pay for 
prior service costs. Total required contributions, including amounts necessary to pay 
administrative costs, are determined through biannual actuarial valuations. 
 
Actuarially determined contribution rates are currently 8.03% for most members and 8.03% for 
the employer. There are no long-term contracts for contributions outstanding and currently no 
legally required reserves. 
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Note 3 - Contributions  (Continued) 
 
As of January 1, 2008, the most recent valuation date, the funded status of the fund was 92.4%. 
The schedule of funding progress, immediately following the notes to the financial statements, 
presents multi-year trend information about the funded status, actuarial value of assets, and 
actuarial accrued liability. 
 
The information presented in the required supplementary schedules was determined as part of the 
actuarial valuation at the dates indicated. Additional information as of the latest actuarial valuation 
is as follows: 
 

Valuation date January 1, 2008 
Actuarial cost method Entry age 
Amortization method Level percent 
Remaining amortization period 16.2 years 
Asset valuation method Market 

 
Actuarial assumptions: 

Investment rate of return* 7.75% 
Projected salary increases* 4.00% 
Post-retirement benefit increases  1.50% annual COLA 

and 65% Restoration of 
Purchasing Power 

Funding progress: 
 Actuarial value of assets $ 2,119.4 million 
 Actuarial accrued liability $ 2,294.6 million 
 Unfunded actuarial accrued liability $    175.2 million 
 
* Includes inflation as a cost-of-living adjustment at 3.5%. 

 
 

Note 4 - Cash and Equity in Pooled Investments 
 
The Federal Deposit Insurance Corporation (FDIC) insures the cash deposits up to $250,000 per 
member of the System. As provided by the State of Washington RCW 43.84, the Washington 
Public Deposit Protection Commission (PDPC) collateralizes deposits in excess of $100,000. The 
bank balances of deposits of a FDIC institution as of the balance sheet date are insured. 
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Note 5 - Investments 
 
The System’s investments include investments that are insured or registered or securities held by 
the System or its agent in the System’s name. 
 
Short-term Investment Funds (STIF) is a collective trust that may include certificates of deposit, 
treasury bills, and mutual funds. The Alternative Investments category currently includes private 
equity and hedge funds. 
 
Custodial Credit Risk - Custodial credit risk is the risk that in the event of the failure of a 
financial institution or a bank, the System will not be able to recover the value of its deposits or 
investments that are in the possession of an outside party. The System mitigates custodial credit 
risk by having its investment securities held by the System’s custodian (BNY Mellon) and the 
investments are registered in the System’s name. The System’s short-term investments are created 
through daily sweeps of excess cash by the System’s custodian, and invested in a vehicle managed 
by the custodian. Additionally, the System keeps on hand with the City of Seattle such cash dollar 
amounts to support two months equivalent of pension payments and other administrative 
expenses. 
 
Credit Risk - Credit risk is the risk that an issuer, or other counterparty, to an investment will not 
fulfill its obligations. In accordance with the System’s Investment Policy, the Retirement Board 
provides each of the System’s investment managers with a set of investment guidelines. These 
guidelines specify eligible investments, minimum diversification standards, and applicable 
investment restrictions necessary for diversification and risk control. Managers do not have 
authority to depart from their guidelines. 
 
Concentration of Credit Risk - Concentration of credit risk is the risk of loss attributed to the 
magnitude of a government’s investment in a single issuer. The System’s operational guidelines for 
investments in any corporate entity are stated in each individual manager’s specific portfolio 
guidelines. In line with policy, the System does not have any investments from a single issuer 
(excluding explicitly guaranteed governments) that represent more than 5% of the System’s 
net assets. 
 
Interest Rate Risk - Interest rate risk is the risk that changes in interest rates over time will 
adversely affect the fair value of an investment. Market or interest rate risk is the greatest risk 
faced by an investor in the debt securities market. The price of a debt security typically moves in 
the opposite direction of the change in interest rates. In accordance with the System’s Investment 
Policy, the Retirement Board provided each of the System’s investment managers with a set of 
investment guidelines. These guidelines specify eligible investments, minimum diversification 
standards, and applicable investment restrictions necessary for diversification and risk control. 
Managers do not have authority to depart from their guidelines. 
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Note 5 - Investments  (Continued) 
 
Foreign Currency Risk - Foreign currency risk is the risk that changes in exchange rates will 
adversely impact the fair value of an investment. The System’s currency risk exposures, or 
exchange rate risk, primarily reside within the international equity investment holdings. The 
System expects these managers to maintain adequately diversified portfolios to limit foreign 
currency and security risk. Per the System’s policy, individual manager guidelines include the 
ranges of acceptable exposure. 
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Note 6 - Securities Lending Transactions 
 
Gross income from securities lending transactions are recorded in the operating statements as well 
as the various fees paid to the institution that oversees the lending activity. The value of the 
collateral that is being held is represented as an asset and a liability on the Statement of Plan 
Net Assets. 
 
Under the authority of State of Washington RCW 41.28.005 and the Seattle Municipal 
Code 4.36.130, the System’s Board of Administration adopted investment policies that define 
eligible investments, which include securities lending transactions. Through a custodial agent, the 
System participates in a securities lending program whereby securities are loaned for the purpose 
of generating additional income to the System. The System lends securities from its investment 
portfolio on a collateralized basis to third parties, primarily financial institutions. The market value 
of the required collateral must meet or exceed 102% of the market value of the securities loaned, 
providing a margin against a decline in the market value of the collateral. The contractual 
agreement with the System’s custodian provides indemnification in the event the borrower fails to 
return the securities lent or fails to pay the System income distribution by the securities’ issuers 
while the securities are on loan. Cash and U.S. government securities were received as collateral 
for these loans. The System invests cash collateral received; accordingly, investments made with 
cash collateral appear as an asset. In 2009, the custodian has been instructed to limit the volume 
of securities that can be lent to less than $75 million. A corresponding liability is recorded as the 
System must return the cash collateral to the borrower upon the expiration of the loan. 
 
As of December 31, 2009, the value of cash collateral received exceeded the fair value of collateral 
held by the System totaled approximately $3.9 million. As of the financial statement report date, 
the System continues to hold the investments in these securities and the fair value of collateral 
held continues to be below the value of cash collateral received balance. 
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Note 6 - Securities Lending Transactions  (Continued) 
 

Fair Value of Fair Value of 
Securities Lent Collateral Securities Lent Collateral

Types of Securities Lent
U.S. Government and Agencies 14,597,822$    14,911,180$   11,359,914$    11,691,164$   
U.S. Corporate Fixed Income 1,211,466        1,228,985      9,809,779        10,043,177    
U.S. Equities 23,557,576      24,297,779    53,017,833      53,659,441    

Total Securities Lent 39,366,864$    40,437,944$   74,187,526$    75,393,782$   

2009 2008
Collateral Report

U.S. Corporate Obligations 20,500,000$   22,500,291$   
Bank Obligations 5,535,035      11,000,000    
Repurchase Agreements 1,875,000      8,428,000      
Asset Backed Securities 7,650,909      9,465,606      
Certificates of Deposits 4,877,000      23,999,885    

Total Collateral 40,437,944$   75,393,782$   

Fair Value of Collateral Held 36,491,886$   69,838,616$   

2009 2008

 
 
 

Note 7 - Commitments 
 
The System has entered into capital commitments to fund partnership interests in certain 
mezzanine debt and alternative investments. At December 31, 2009, the System has unfunded 
commitments of approximately $26.4 million to these partnerships. 
 
 



REQUIRED SUPPLEMENTARY INFORMATION 
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SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
SCHEDULE OF FUNDING PROGRESS 

(Dollar Amounts in Millions) 
YEAR ENDED DECEMBER 31, 2009 

 

Actuarial
Accrued
Liabilities UAAL as a

Actuarial Actuarial (AAL) - Unfunded Percentage
Valuation Value of Entry AAL Funded Covered of Covered

Date Assets Age1 (UAAL)2 Ratio Payroll3 Payroll
January 1 (a) (b) (b-a) (a/b) (c) ((b-a)/c)

2000 1,582.7$  1,403.1$  (179.6)$     112.8%  383.6$   (46.8%)        
  2001 4 1,493.1$  1,490.3$  (2.8)$         100.2%  405.0$   (0.7%)         
2002 1,383.7$  1,581.4$  197.7$      87.5%    405.1$   48.8%          
2004 1,527.5$  1,778.9$  251.4$      85.9%    424.7$   59.2%          
2006 1,791.8$  2,017.5$  225.7$      88.8%    447.0$   50.5%          
2008 2,119.4$  2,294.6$  175.2$      92.4%    501.9$   34.9%          

1 Actuarial present value of benefits less actuarial present value of future normal cost based on Entry 
Age Actuarial Cost Method. 

2 Actuarial accrued liabilities less actuarial value of assets. 
3 Covered Payroll includes compensation paid to all active employees on which contributions are 

calculated. 
4  These amounts were provided by an actuarial study, rather than a full valuation. 
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SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
SCHEDULE OF EMPLOYER CONTRIBUTIONS 

(Dollar Amounts in Millions) 
YEAR ENDED DECEMBER 31, 2009 

 
 

Actual
Year Ended Employer Percentage 

December 31 Contributions Contributed

2004 36.7$              100%
2005 35.9$              100%
2006 37.9$              100%
2007 40.3$              100%
2008 46.0$              100%
2009 46.6$              100%  

 
For additional information regarding employer contributions, see the notes to the financial statements. 
 



ADDITIONAL INFORMATION 
 
 



22 

SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
SCHEDULE OF ADMINISTRATIVE EXPENSES 

YEARS ENDED DECEMBER 31, 2009 AND 2008 
 

Budget
2009 2009 2008

Personnel Services
Salaries 1,009,192$    758,830$       767,418$       
Payroll Taxes and Benefits 311,313        255,545        249,921        

Total Personnel Services 1,320,505      1,014,375      1,017,339      
      

Maintenance and Operations          
Professional Services 256,269        393,623        192,323        
Office Rent 160,290        153,696        142,510        
Data Processing 770,758        681,322        536,955        
Office Supplies 159,224        88,815          61,341          
Postage 55,000          40,093          34,356          
Telephone 34,000          20,171          18,149          
Travel 42,000          13,638          18,534          
Training 30,464          10,667          13,813          
Depreciation -                   345               345               

Total Maintenance and Operations 1,508,005      1,402,370      1,018,326      

Total Administrative Expenses 2,828,510$    2,416,745$    2,035,665$    

Actual Expenses
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SEATTLE CITY EMPLOYEES’ RETIREMENT SYSTEM 
SCHEDULE OF INVESTMENT EXPENSES 

YEAR ENDED DECEMBER 31, 2009 
 

Investment Services
Advent Capital  $         79,387 
Calmos           118,120 
Capital Management             82,019 
Dimensional           473,961 
Earnest           193,398 
Evergreen           161,669 
Maxam Cap           109,620 
Attucks Cap           403,408 
BlackRock           232,114 
Pugh             66,464 
JP Morgan           512,878 
Reams Asset Management           129,942 
Washington Capital Management           104,021 
Western Asset Management           348,467 

       3,015,468 
Performance Measurement

Pension Consulting Alliance           256,170 

Custodial  Services
Bank of New York Mellon             95,376 

Securities Lending  Services
Bank of New York Mellon           145,909 

Total Investment Expenses  $     3,512,923 
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1301 Fifth Avenue 
Suite 3800 
Seattle, WA 98101-2605 
USA 

Tel +1 206 624 7940 
Fax +1 206 623 3485 

milliman.com 

Offices in Principal Cities Worldwide 

June 3, 2008 

Retirement Board 
Seattle City Employees' Retirement System 
720 Third Avenue, Suite 1000 
Seattle, WA  98104 

Dear Members of the Board: 

As requested, we have made an actuarial valuation of the Seattle City Employees’ Retirement 
System (SCERS) as of January 1, 2008.  This report reflects the benefit provisions and 
contribution rates in effect as of January 1, 2008.  The one material change since the prior 
valuation (January 1, 2008) is the reflection of the new COLA provisions that became effective 
in 2007.  New assumptions were also recently adopted, although they only had a minor impact. 

Actuarial Certification 

In preparing this report, we relied, without audit, on information (some oral and some in writing) 
supplied by SCERS staff.  This information includes, but is not limited to, statutory provisions, 
employee data, and financial information.  In our examination of these data, we have found 
them to be reasonably consistent and comparable with data used for other purposes.  Since the 
valuation results are dependent on the integrity of the data supplied, the results can be 
expected to differ if the underlying data is incomplete or missing.  It should be noted that if any 
data or other information is inaccurate or incomplete, our calculations may need to be revised. 

On the basis of the foregoing, we hereby certify that, to the best of our knowledge and belief, 
this report is complete and accurate and has been prepared in accordance with generally 
recognized and accepted actuarial principles and practices which are consistent with the 
Actuarial Standards of Practice promulgated by the Actuarial Standards Board and the 
applicable Guides to Professional Conduct, amplifying Opinions, and supporting 
Recommendations of the American Academy of Actuaries.  

We further certify that all costs, liabilities, rates of interest, and other factors for SCERS have 
been determined on the basis of actuarial assumptions and methods which are individually 
reasonable (taking into account the experience of SCERS and reasonable expectations) and 
which, in combination, offer our best estimate of anticipated experience affecting SCERS.  
Nevertheless, the emerging costs will vary from those presented in this report to the extent that 
actual experience differs from that projected by the actuarial assumptions.  The Retirement 
Board has the final decision regarding the appropriateness of the assumptions and adopted 
them as indicated in Appendix A. 
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Future actuarial measurements may differ significantly from the current measurements 
presented in this report due to such factors as the following: plan experience differing from that 
anticipated by the economic or demographic assumptions; changes in economic or 
demographic assumptions; increases or decreases expected as part of the natural operation of 
the methodology used for these measurements (such as the end of an amortization period or 
additional cost or contribution requirements based on the plan's funded status); and changes in 
plan provisions or applicable law. 

Actuarial computations presented in this report are for purposes of determining the 
recommended funding amounts for SCERS.  Actuarial computations under GASB Statement 
No. 25 are for purposes of fulfilling financial accounting requirements.  The computations 
prepared for this purpose may differ as disclosed in our report.  The calculations in the enclosed 
report have been made on a basis consistent with our understanding of SCERS’s funding 
requirements as stated under their Interim Funding Policy, the Retirement Benefit Enhancement 
Agreement, and of GASB Statement No. 25.  Determinations for purposes other than meeting 
these requirements may be significantly different from the results contained in this report.  
Accordingly, additional determinations may be needed for other purposes.  

Milliman's work product was prepared exclusively for SCERS for a specific and limited purpose. 
It is a complex, technical analysis that assumes a high level of knowledge concerning SCERS’s 
operations, and uses SCERS’s data, which Milliman has not audited. It is not for the use or 
benefit of any third party for any purpose. Any third party recipient of Milliman's work product 
who desires professional guidance should not rely upon Milliman's work product, but should 
engage qualified professionals for advice appropriate to its own specific needs. 

We would like to express our appreciation to the system staff who gave substantial assistance 
in supplying the data on which this report is based. 

I, Nick Collier, am a member of the American Academy of Actuaries and an Associate of the 
Society of Actuaries, and meet the Qualification Standards of the American Academy of 
Actuaries to render the actuarial opinion contained herein. 
 
Respectfully submitted, 

Nick J. Collier, ASA, EA, MAAA 
Principal and Consulting Actuary 
 
NJC/nlo 
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Section 1 Summary of the Findings 

Contribution 
Sufficiency 

Funding Progress 

 Based on the actuarial valuation of the benefits in effect under 
the Seattle City Employees’ Retirement System as of January 1, 
2008, the current employer contribution rate, 8.03% of members’ 
salaries, is sufficient to maintain current benefits, assuming 
future experience follows the actuarial assumptions.  Note that 
the valuation does not reflect any asset losses that have 
occurred in 2008. 

The combined contribution rate of 16.06% includes a small 
amount that, together with the required $12 annual employee 
and $12 matching employer contribution, finances the $2,000 
death benefit program. 

On the basis of the January 1, 2006 actuarial valuation the 
funding ratio was 88.8%.  Based on the January 1, 2008 
valuation, the funding ratio is 92.4%.  The increase in the funding 
ratio resulted from the difference between actual and expected 
experience over the past two years, primarily asset returns 
greater than the assumed rate of return.  This was somewhat 
offset by the reflection of the new COLA provisions that became 
effective in 2007.  A summary of the historical funding ratio and 
other measurements are shown on Graph 1 and 2. 

All assumptions for the January 1, 2008 actuarial valuation are 
the same as those used for both the January 1, 2006 actuarial 
valuation, except for minor changes in the termination rates, 
probabilities of refund, retirement rates, merit salary scale, and 
administrative expense assumption that were adopted by the 
Board earlier this year.   

A summary of all changes in the funding ratio is shown below. 

Funding
  Sources of Change Ratio

 January 1, 2006 Actuarial Valuation 88.8%

Expected Year-to-Year Change 1.9%
Asset Gain/Loss 3.8%
Salary Variation -0.6%
New COLA Provisions -2.0%
Assumption Changes 0.2%
Other 0.3%

  Total Change 3.6%

 January 1, 2008 Actuarial Valuation 92.4%
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Summary Exhibit 

Impact of Contingent 
COLA  
 

 A summary of the key results of this valuation, along with a 
comparison to the January 1, 2006 valuation is shown in Table 1.
 
 
The Seattle Municipal Code allows for an increase in the cost-of-
living adjustment (COLA) available to current and future retired 
members.  Currently, the Floor COLA is at the 65% level.  The 
enhanced COLA benefit (70% Floor COLA) does not become 
effective until the System attains at least a 100% funding level.  
Since it is unknown when this benefit will become effective, we 
have not included it in the valuation.  However, in Section 8, we 
have shown the hypothetical cost impact if the increased benefits 
had been in effect on the valuation date. 
 
Note that this valuation does reflect the revised COLA provisions 
(1.5% compounding COLA for all members and retirees and a 
65% Floor COLA) that became effective based on the special 
April 30, 2007 actuarial valuation.
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Table 1 Summary of Results 
 

Percentage
January 1, 2008 January 1, 2006 Change

I. Total Membership
A. Active Members 8,842                   8,521                   3.8%           
B. Retired Members & Beneficiaries 5,201                   5,011                   3.8%           
C. Vested Terminated Members 2,050                   1,866                   9.9%           
D. Total 16,093                 15,398                 4.5%           

II. Pay Rate as of January 1, 2008
A.  Annual Total ($millions) 529.1$                 468.1$                 13.0%         
B.  Annual Average 59,835$               54,934$               8.9%           

III. Average Monthly Benefit Paid to
Current Retirees and Beneficiaries
A. Service Retirement 1,781$                 1,576$                 13.0%         
B. Disability Retirement 1,090                   977                      11.6%         
C. Surviving Spouse and Dependents 1,057                   849                      24.5%         
D. Total 1,647$                 1,397$                 17.9%         

IV. Actuarial Accrued Liability
A. Active Members 1,209.7$              1,115.3$              8.5%           
B. Retired Members 959.9                   796.6                   20.5%         
C. Vested Terminated Members 125.0                   105.6                   18.3%         
D. Total 2,294.6$              2,017.5$              13.7%         

V. Assets
A. Market Value of Fund ($millions) 2,119.4$              1,791.8$              18.3%         

VI. Unfunded Actuarial Accrued Liability
or Surplus Funding ($millions) 175.2$                 225.7$                 (22.4)%        

VII. Amortization Period 16.2 years 18.0 years

VIII. Funded Ratio 92.4%                  88.8%                  4.0%           

IX. Normal Cost as a Percent of Salary 13.32% 12.50% 6.6%            
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Graph 1 Historical Asset and Liability Comparison 

($500)

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008

Actuarial Value of Assets Future Normal Costs
Unfunded Actuarial Liability Funding Excess

Graph 2 Historical Funding Ratios 
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(in Millions) Funding

Year PVB Assets PVFNC UAAL Ratio

1990 $1,087.5 $558.8 $349.6 $179.1 75.7%
1992 1,221.2 660.0 410.7 150.5 81.4%
1994 1,358.9 781.8 432.7 144.4 84.4%
1996 1,492.0 980.2 472.3 39.5 96.1%
1998 1,539.3 1,224.6 433.5 (118.8) 110.7%

2000 1,872.4 1,582.7 469.3 (179.6) 112.8%
2002 2,088.7 1,383.7 507.3 197.7 87.5%
2004 2,229.8 1,527.5 450.9 251.4 85.9%
2006 2,448.5 1,791.8 431.0 225.8 88.8%
2008 2,825.8 2,119.4 531.2 175.2 92.4%  
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Section 2 Scope of the Report 
 This report presents the actuarial valuation of the Seattle City 

Employees’ Retirement System as of January 1, 2008. 
 
A summary of the findings resulting from this valuation is 
presented in the previous section.  Section 3 describes the 
assets of the System.  A summary of the assets is set forth in 
Table 2.  Sections 3, 4, and 5 describe how the obligations of the 
System are to be met under the actuarial cost method in use. 
 
Section 6 discloses actuarial information based on the 
requirements of Statements No. 25 and 27 of the Governmental 
Accounting Standards Board.  Section 7 sets forth estimated 
actuarial gains or losses from the various sources.  Section 8 
shows the hypothetical cost impact of the contingent COLA 
benefits, had they been in effect on the valuation date. 
 
Appendix A is a summary of the actuarial procedures and 
assumptions used to compute the liabilities and contributions 
shown in this report. 
 
The current benefit structure, as determined by the provisions of 
the governing law on January 1, 2008, is summarized in 
Appendix B.  Schedules of valuation data classifying the data 
used in the valuation by various categories of contributing 
members, former contributing members, and beneficiaries make 
up Appendix C. 
 
Comparative statistics are presented on the System’s 
membership and contribution rates.  Appendix D is a glossary of 
actuarial terms used in this report. 
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Section 3 Assets 
 In many respects, an actuarial valuation can be regarded as an 

inventory process.  The inventory is taken as of the actuarial 
valuation date, which for this valuation is January 1, 2008.  On 
that date, the assets available for the payment of benefits are 
appraised.  These assets are compared with the actuarial 
liabilities, which are generally well in excess of the assets.  The 
actuarial process thus leads to a method of determining what 
contributions by members and their employers are needed to 
strike a balance. 
 
This section of the report deals with the asset determination.  In 
the next section, the actuarial liabilities will be discussed.  
Section 5 will deal with the process for determining required 
contributions, based on the relationship between the assets and 
the actuarial liabilities. 
 
Table 2 summarizes the financial resources of the System on 
January 1, 2008.  Of the total assets, a minor portion is set aside 
for the payment of current liabilities and expenses.  Table 2 
shows the market value of assets at January 1, 2008 and 
January 1, 2006.  The actuarial value of assets is equal to the 
market value. 
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Table 2 Summary of Assets  

January 1,2008 January 1,2006
Market Value Distribution Market Value Distribution

Assets
Cash and short-term investments 81,770,726        3.9% 92,342,495        4.6%
Securities lending collateral 103,323,467      4.9% 145,097,240      7.2%

Receivables
Employee 1,029,194          0.0% 1,181,695          0.1%
Employer 4,387,860          0.2% 3,929,995          0.2%
Interest and Dividends 2,615,783          0.1% 2,328,299          0.1%
Total Receivables 8,032,837          0.4% 7,439,989          0.4%

Investments at fair value
US Government obligations 134,906,565      6.4% 139,700,403      6.9%
Domestic corporate bonds 102,791,739      4.9% 71,833,915        3.6%
Domestic stocks 763,843,752      36.0% 970,965,137      48.3%
International stocks 402,965,990      19.0% 212,328,995      10.6%
Real estate 286,646,176      13.5% 237,796,406      11.8%
Alternative/Venture capital 233,789,609      11.0% 199,070,322      9.9%
Mezzanine debt 114,462,620      5.4% 88,390,057        4.4%
Total investments 2,039,406,451   96.2% 1,920,085,235   95.5%

Equiment 2,963                 0.0% 3,308                 0.0%

Total assets 2,232,536,444   105.3% 2,164,968,267   107.6%

Liabilities
Pensions payable 7,586,549          -0.4% 6,398,172          -0.3%
Other payables 2,228,317          -0.1% 2,319,228          -0.1%
Securities lending collateral 103,323,467      -4.9% 145,097,240      -7.2%

Total Liabilities 113,138,333      -5.3% 153,814,640      -7.6%

Market Value of Net Assets
Held in Trust For Pension
Benefits 2,119,398,111   100.0% 2,011,153,627 100.0%
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Section 4 Actuarial Liabilities 

 

 In the previous section, an actuarial valuation was related to an 
inventory process, and an analysis was given of the inventory of 
assets of the System as of the valuation date, January 1, 2008.  
In this section, the discussion will focus on the commitments of 
the System, which will be referred to as its actuarial liabilities. 
 
Table 3 contains an analysis of the actuarial present value of all 
future benefits for contributing members, for former contributing 
members, and for beneficiaries.  The analysis is given by type of 
benefit. 
 
The actuarial liabilities summarized in Table 3 include the 
actuarial present value of all future benefits expected to be paid 
with respect to each member.  For an active member, this value 
includes a measure of both benefits already earned and future 
benefits to be earned.  Thus, for all members, active and retired, 
the value extends over benefits earnable and payable for the rest 
of their lives and, if an optional benefit is chosen, for the lives of 
their surviving beneficiaries. 
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Table 3 Actuarial Present Value of Future Benefits 
 (All dollar amounts in millions) 

 

January 1, 2008 January 1, 2006

A. Active Members

Service Retirement 1,619.6$            1,423.8$            

Vested Retirement 47.1                   38.1                   

Disability Retirement 12.9                   11.7                   

Survivor Benefits 27.3                   24.4                   

Refund of Member Contributions 34.0                   48.3                   

Total 1,740.9$            1,546.3$            

B. Inactive Members and Annuitants

Service Retirement 864.0$               718.8$               

Disability Retirement 9.4                     7.0                     

Beneficiaries 86.5                   70.8                   

Vested Terminated Members 125.0                 105.6                 

Total 1,084.9$            902.2$               

C. Grand Total 2,825.8$            2,448.5$             
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Section 5 Employer Contributions 

Funding

Actuarial Gains and 
Losses

 As shown in Tables 2 and 3, the total actuarial liability exceeds 
the current assets. This is to be expected, because the System 
is anticipating future member and employer contributions.  The 
actuarial valuation develops a contribution method to fund this 
shortfall.  
 
The actuarial cost method utilized is the Entry Age Actuarial Cost 
Method.  This cost method has two components:  

1. A normal cost, and  
2. An amortization of the unfunded actuarial accrued liability. 

Most actuarial cost methods utilize a cost method with these two 
components.  The vast majority of public pension plans utilize 
the entry age (EA) actuarial cost method, as does SCERS.  
 
The normal cost under EA is developed so that benefits are 
funded as a level percentage of payroll for each member from 
the member’s hire date to the member’s termination date.  One 
key feature of this method is that costs tend to be stable from 
year-to-year because most members’ entry age cost 
percentages do not change materially from year-to-year, and 
because the population does not change considerably from year-
to-year.  Normal costs by benefit type are shown in Table 4.  
 
When the present value of future normal costs is subtracted from 
the present value of total benefits, the result is the actuarial 
accrued liability.  This can also be thought of as the present 
value of past normal costs, or the amount which would be in the 
fund if all prior assumptions had been exactly met.  To the extent 
that this actuarial accrued liability exceeds plan assets, an 
unfunded actuarial accrued liability (UAAL) exists.  This is 
currently the situation for the SCERS.  
 
Because a UAAL exists, the total System costs must reflect an 
amortization of this UAAL.  In general, a UAAL exists when 
liabilities increase more than anticipated or assets increase less 
than anticipated.  Both have occurred as benefits were recently 
improved and investment returns fell significantly short of 
expectations earlier in this decade.  
 
When experience is different from actuarial expectation, an 
actuarial gain or loss occurs.  Section 7 illustrates the historical 
actuarial gains and losses by source.  Note that the strong 
investment return during 2006 and 2007 resulted in an actuarial 
gain of $97 million.  Ongoing actuarial gains and losses  
decrease and increase the UAAL.  
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Amortization of 
UAAL

 Table 6 compares the 16.06% total contribution rate with the 
necessary funding components: normal cost and amortization of 
UAAL.  The table shows that the total contribution rate exceeds 
the normal cost, with the remaining contribution going toward an 
amortization of the UAAL.  The resulting amortization payment of 
2.74% results in an amortization period of 16.2 years from 
January 1, 2008.  
 
The current Retirement Board funding policy states that “if the 
Funding Ratio is less than 100% and a UAAL occurs which can 
not be amortized over a period of less than 20 years by the 
combined total contribution rates, additional employer 
contributions may be considered.”  The remaining amortization 
period is now 18.0 years. 
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Table 4 Normal Cost Contribution Rates as Percentages of Salary 
 

 
January 1, 2008 January 1, 2006

Service Retirement 10.23 % 9.21 %

Vested Retirement 1.00 0.82

Disability Retirement 0.17 0.16

Survivor Benefits 0.21 0.15

Refund of Member Contributions 1.31 1.81

Administrative Expenses 0.40 0.35

Total 13.32            % 12.50            %  
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Table 5 Unfunded Actuarial Accrued Liability 
 (All dollar amounts in millions) 

 
 

January 1, 2008 January 1, 2006

A. Actuarial present value of all future
benefits for present and former members
and their survivors (Table 3) 2,825.8$            2,448.5$            

B. Less actuarial present value of total future
normal costs for present members 531.2                 431.0                 

C. Actuarial accrued liability [A - B] 2,294.6$            2,017.5$            

D. Less actuarial value of assets available for
benefits (Table 2) 2,119.4              1,791.8              

E. Unfunded actuarial accrued liability
(Funding Excess, if negative)  [C - D] 175.2$               225.7$               

F. Funding Ratio [D ÷ C] 92.4% 88.8%  
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Table 6 Recommended Contribution Rates as Percentages of Salary 
 
 

January 1, 2008 January 1, 2006

A. Employer contribution rate 8.03 % 8.03 %

B. Member contribution rate 8.03 8.03

C. Total contribution rate 16.06 % 16.06 %

D. Less total normal cost rate 13.32 12.50

E. Excess of contribution rate over 2.74 % 3.56 %
normal cost rate

F. Amortization period 16.2 years 18.0 years

G. Allocation of employer contribution rate*

Normal cost 5.29 % 4.47 %

Amortization payment 2.74 3.56

Total employer contribution rate 8.03 % 8.03 %  
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Section 6 Actuarial Information for Accounting Purposes 
 The Governmental Accounting Standards Board (GASB) has 

issued standards under Statements No. 25 and 27. Statement 25 
is required reporting by the plan (the System) and Statement 27 
is reporting by state and local governmental employers (the 
City).  
 
Statement 25 included certain supplementary information:  

1. A schedule of funding progress, and  
2. A schedule of employer contributions.  

The schedule of funding progress is shown in Table 8 and 
compares assets and liabilities over the years.  In particular, it 
shows the funded ratio and Unfunded Actuarial Accrued Liability 
(UAAL).  As shown by Table 8, the plan was fully funded or 
nearly fully funded from 1996 through 2000.  Because of the 
poor investment returns of 2000 through 2003, the plan remains 
not fully funded.  In this case, “fully funded” means that assets 
exceed actuarial accrued liabilities, so that no positive UAAL 
exists.  This can also be seen as a funded ratio in excess of 
100%.  
 
The schedule of employer contributions is shown in Table 10, 
and shows that the employer has consistently made 
contributions equal or greater to the ARC.  
 
Table 7 develops the Annual Pension Cost (APC) and Net 
Pension Obligation (NPO).  The NPO can be thought of as the 
accumulated value of APC in excess of employer contributions.  
Because contributions have exceeded the APC in prior years, a 
negative NPO has built up.  The current Board policy is to set the 
Actuarial Required Contribution (ARC) equal to the fixed 
contribution rate, solving for the amortization period. 
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Table 7 GASB Statement No. 27 Annual Pension Cost  
and Net Pension Obligation 

 
For Fiscal Year Ending December 31, 2007 

Based on January 1, 2006 Valuation 
 
 

Fiscal Year Ended December 31
2006 2007

1a Total Normal Cost Rate 12.50% 12.50%
1b Employee Contribution Rate 8.03% 8.03%
1c Employer Normal Cost Rate (1a - 1b) 4.47% 4.47%

2a Total Employer Contribution Rate 8.03% 8.03%
2b Amortization Payment Rate (2a - 1c) 3.56% 3.56%
2c Amortization Period 18.0                 18.0                
2d GASB 27 Amortization Rate 3.56% 3.56%

3 Total Annual Required Contribution (ARC) Rate (1c + 2d) 8.03% 8.03%

4 Covered Employee Payroll** 472,470,212    501,861,843   

5a ARC (3 x 4) 37,939,358      40,299,506     
5b Interest on Net Pension Obligation (NPO) (6,049,964)       (6,064,263)      
5c ARC Adjustment 5,865,455        5,879,319       
5d Annual Pension Cost (APC) (5a + 5b + 5c) 37,754,849      40,114,562     

6 Employer Contribution 37,939,358      40,299,506     

7a Change in NPO (5d - 6) (184,509)          (184,944)         
7b NPO at Beginning of Year (78,064,047)     (78,248,556)    
7c NPO at End of Year (7a + 7b) (78,248,556)     (78,433,500)    

* If the amortization period determined by the actual contribution rate exceeds the maximum amortization period 
required by GASB Statement No. 27, the ARC is determined using an amortization of the UAAL over 30 years.

** Covered payroll includes compensation paid to all active employees on which contributions were made in the 
year preceding the valuation date.
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Seattle City Employees' Retirement System 
Actuarial Valuation 

Table 11 GASB Statement No. 27 Five-Year Trend Information 

Annual Pension Contribution as a Net Pension
Fiscal Year Ending Cost (APC) Percentage of APC Obligation (NPO)

December 31, 2003 31,882,527          107% 74,500,706            

December 31, 2004 34,920,836          105% 76,261,567            

December 31, 2005 34,094,865          105% 78,064,047            

December 31, 2006 37,754,849          100% 78,248,556            

December 31, 2007 40,114,562          100% 78,433,500             
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San Mateo County Employees’ 
Retirement Association 

Section 7 Actuarial Gains or Losses 
 An analysis of actuarial gains or losses was performed in 

conjunction with the January 1, 2004, January 1, 2006 and 
January 1, 2008 actuarial valuations. 
 
The results of our analysis of the financial experience of the 
System in the three most recent actuarial valuations are 
presented in Table 13.  Each gain or loss shown represents our 
estimate of how much the given type of experience caused the 
UAAL to change in the two-year period since the previous 
actuarial valuation. 
 
Gains and losses due to demographic sources are approximate.  
Demographic experience is analyzed in greater detail in our 
periodic assumption studies. 
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Table 13 Analysis of Actuarial Gains or Losses 
(All dollar amounts in millions)* 

 
 
 Gain (Loss) for Period 
 2006-2007 2004-2005 2002-2003 
    
Investment Income.  Investment income was greater 
(less) than expected. 
 

 
$93.7 

 
$ 54.5 

 

 
$ (64.0) 

Pay Increases.  Pay increases were less (greater) than 
expected. 
 

 
(15.2) 

 
23.0 

 
16.1 

Age and Service Retirements.  Members retired at 
older (younger) ages or with less (greater) final average 
pay than expected. 
 

 
 

2.8 

 
 

(6.2) 

 
 

(14.5) 

Disability Retirements.  Disability claims were less 
(greater) than expected. 
 

 
(0.4) 

 
(0.3) 

 
(0.5) 

Death-in-Service Benefits.  Survivor claims were less 
(greater) than expected. 
 

 
0.0 

 
0.9 

 
(0.5) 

Withdrawal from Employment.  More (less) reserves 
were released by withdrawals than expected. 
 

 
7.4 

 
(8.1) 

 
14.0 

Death after Retirement.  Retirees died younger (lived 
longer) than expected. 
 

 
(12.8) 

 
(8.3) 

 
0.4 

Total Gain or (Loss) during Period from Financial 
Experience. 
 

 
$75.6 

 
$ 55.5 

 
$ (49.0) 

Nonrecurring Items: 
 

   

Changes in actuarial assumptions and plan 
amendments caused a gain (loss). 

 
(43.6) 

 
(17.9) 

 
(0.9) 

Change in actuarial asset valuation method  
caused a gain (loss). 

 
  N/A 

 
  N/A 

 
  N/A 

Composite Gain (Loss) during Period. $32.0 $ 37.6 $ (49.9) 
 
 
 
 *   Effects related to losses are shown in parentheses.  Numerical results are expressed as a decrease 

 (increase) in the UAAL. 
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Section 8 Impact of Future Contingent COLAS
 As discussed in Section 1, increased Cost-of-Living Adjustments 

(COLA’s) will become effective when the funding ratio increases 
to a certain level.  Since it is unknown at what point in the future 
this will occur, the cost of these COLA’s is not included in the 
actuarial valuation.  To give the Board an idea of the potential 
impact of these changes, Table 14 shows the cost if these 
adjustments were to have been adopted on January 1, 2008.  
The actual cost will vary depending on when the System reaches 
the required level of funding. 

 
When the System reaches the 100% funding ratio, the 70% Floor 
COLA will become effective. 
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Table 14 Summary of Impact of Future Contingent COLAs   
 (All dollar amounts in millions) 
 
 

January 1, 2008 Actuarial Valuation
Current Provisions With Potential Change

Floor COLA 65% 70%

Funding Ratio Threshold N/A 100%

Normal Cost Rate (with Expenses) 13.32% 13.41%
Change from valuation 0.09%

Actuarial Accrued Liability $2,294.6 $2,324.8
Change from valuation $30.2

NOTE: The information shown above is based on the benefit provisions that were adopted by the City
Council but which will not become effective until SCERS reaches a 100% Funding Ratio. This information
is for disclosure purposes only and assumes that the benefits were effective on January 1, 2008. 
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Appendix A Actuarial Procedures and Assumptions 
 This section of the report describes the actuarial procedures and 

assumptions used in this valuation.  The assumptions used in 
this valuation were adopted by the SCERS Board at their May, 
2008 meeting.  
 
The actuarial assumptions used in the valuation are intended to 
estimate the future experience of the members of the System 
and of the System itself in areas that affect the projected benefit 
flow and anticipated investment earnings.  Any variations in 
future experience from that expected from these assumptions 
will result in corresponding changes in the estimated costs of the 
System’s benefits.  Table A-1 summarizes the actuarial 
assumptions. 
 
Table A-2 presents expected annual salary increases for various 
years of service.  Tables A-3 through A-6 show rates of 
decrement for service retirement, disablement, mortality, and 
other terminations of employment.  Table A-7 shows probabilities 
of vesting upon termination. 

Actuarial Cost 
Method
 

 The actuarial valuation was prepared using the entry age 
actuarial cost method.  Under this method, the actuarial present 
value of the projected benefits of each individual included in the 
valuation is allocated as a level percentage of the individual’s 
projected compensation between entry age and assumed exit.  
The portion of this actuarial present value allocated to a 
valuation year is called the normal cost.  The portion of this 
actuarial present value not provided for at a valuation date by the 
sum of (a) the actuarial value of the assets, and (b) the actuarial 
present value of future normal costs is called the unfunded 
actuarial accrued liability or UAAL.  The UAAL is amortized as a 
level percentage of the projected salaries of present and future 
members of the System. 
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Records and Data  The data used in the valuation consist of financial information; 
records of age, sex, service, salary, and contribution rates and 
account balances of contributing members; and records of age, 
sex, and amount of benefit for retired members and 
beneficiaries.  All of the data were supplied by the System and 
are accepted for valuation purposes without audit. 

Replacement of 
Terminated Members 

 The ages at entry and distribution by sex of future members are 
assumed to average the same as those of the present members 
they replace.  If the number of active members should increase, 
it is further assumed that the average entry age of the larger 
group will be the same, from an actuarial standpoint, as that of 
the present group.  Under these assumptions, the normal cost 
rates for active members will not vary with the termination of 
present members. 

Employer 
Contributions 

 At the time of this valuation, the total employer contribution rate 
for normal costs and amortization of the UAAL was 8.03% of 
members’ salaries.   

Administrative
Expense

 The annual contribution assumed to be necessary to meet 
general administrative expenses of the system, excluding 
investment expenses, is 0.40% of members’ salaries.  This figure 
is included in the calculation of the normal cost rate. 

Valuation of Assets  All assets are valued at market as of the valuation date, 
January 1, 2008. 

Investment Earnings  The annual rate of investment earnings of the assets of the 
System is assumed to be 7.75%.  This rate is compounded 
annually and is net of investment expenses. 

Postretirement 
Benefit Increases 

 Postretirement benefit increases include: 
 Automatic 1.5% Annual COLA – This benefit applies to all 

members. 
 65% Restoration of Purchasing Power (ROPP) – The 

member’s benefit is the greater of 65% of the annual 
initial benefit adjusted for CPI or their applicable benefit.  
This minimum benefit is available to all retirees and 
beneficiaries.  The financial impact of the ROPP benefit is 
valued assuming an annual price inflation rate of 3.5%.  
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Postretirement 
Benefit Increases 
(continued)

 Additional contingent COLA increases that were adopted in 
2001, but not effective until the System reaches at least a 100% 
funding ratio, are not included in the valuation results. 

Future Salaries  Table A-2 illustrates the rates of future salary increases assumed 
for the purpose of the valuation.  In addition to increases in 
salary due to promotions and longevity, this scale includes an 
assumed 4.0% per annum rate of increase in the general wage 
level of the membership. 

Service Retirement  Table A-3 shows the annual assumed rates of retirement among 
members eligible for service retirement or reduced retirement.  
Separate rates are also used during the first year a member is 
eligible for service retirement. 

Disablement  The rates of disablement used in this valuation are illustrated in 
Table A-4.  It is assumed that one-third of all disabilities are duty 
related and two-thirds occur while off duty. 

Mortality  The mortality rates used in this valuation are illustrated in Table 
A-5.  A written description of each table used is included in Table 
A-1. 

Other Terminations 
of Employment  

 The rates of assumed future withdrawal from active service for 
reasons other than death, disability or retirement are shown for 
representative ages in Table A-6.  Note that this assumption only 
applies to members who terminate and are not yet eligible for 
retirement. 

Probability of Refund  Terminating members may forfeit a vested right to a deferred 
benefit if they elect a refund of their accumulated contributions.  
Table A-7 gives the assumed probability, at selected ages, that a 
terminating member will elect to receive a refund of his 
accumulated contributions instead of a deferred benefit. 

If a member terminates with more than 20 years of service, there 
is assumed to be a 20% probability that the member will elect a 
refund. 

Note that the probability of refund assumption only applies to 
members who terminate with a vested benefit and are not yet 
eligible for retirement. 

Interest on Member 
Contributions 

 Interest on member contributions is assumed to accrue at a rate 
of 5.75% per annum, compounded annually. 
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Portability  The cost of portability with other public retirement systems is not 
included in this valuation.   

Probability of 
Marriage

 We assumed 60% of the active members are married or have a 
registered domestic partner. 

Commencement for 
Terminated Vested 
Members

 Vested members who terminate but elect to leave their 
contributions in the System are assumed to commence receiving 
benefits at age 62. 
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Table A-1 Summary of Valuation Assumptions as of January 1, 2008 
 
 
 I. Economic assumptions 
 
  A. Price inflation 3.50% 

  B. General wage increases 4.00 

  C. Investment return 7.75 

  D. Increase in membership 0.00 

  E. Interest on member accounts 5.75 
 
 II. Demographic assumptions 
 
  A. Salary increases due to promotion and longevity Table A-2 

  B. Retirement Table A-3 

  C. Disablement Table A-4 

  D. Mortality among contributing members Table A-5 
   Men 50% of the rates from the 1994 Group Annuity 

Mortality (GAM) Table for Males, with ages set  
forward one year. 

   Women 75% of the rates from the 1994 GAM Table for Females, 
with ages set forward one year. 

  E. Mortality among service retired members and beneficiaries Table A-5 
   Men 1994 GAM Table for Males, with ages set forward 

one year. 
   Women 1994 GAM Table for Females, with no age adjustment. 

  F. Mortality among disabled members Table A-5 
   1992 Railroad Retirement Board Disabled Annuitants Ultimate  

Mortality Table, with ages set back four years  
(minimum rate of 2%). 

  G. Other terminations of employment Table A-6 

  H. Probabilities of vesting on termination Table A-7 
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Table A-2 Future Salaries 
 

Annual Rate of Increase 

Years of Service 
Promotion and 

Longevity Total
   

0 to 1 5.75% 9.98% 
1 to 2 4.75 8.94 
2 to 3 3.75 7.90 
3 to 4 2.75 6.86 
4 to 5 2.25 6.34 

   
9 to 10 1.00 5.04 

14 to 15 0.50 4.52 
19 to 20 0.29 4.30 
24 to 25 0.25 4.26 
29 to 30 0.25 4.26 

   
35 or more 0.25 4.26 
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Table A-3 Retirement 
 
 

Annual Probability 
Men Women 

Eligible for Full Benefits Eligible for Full Benefits 

Age

Eligible for 
Reduced 
Benefits 

Less than 
30 years 

of service 

30 years 
or more of 

service 

Eligible for
Reduced 
Benefits 

Less than 
30 years 

of service 

30 years 
or more of 

service 
       

Less than 
50 

0.0% 10.0% 8.0% 0.0% 10.0% 10.0% 

       
50 6.0 10.0 10.0 5.0 10.0 12.0 
51 6.0 10.0 10.0 5.0 10.0 12.0 
52 6.0 12.0 12.0 5.0 12.0 12.0 
53 6.0 10.0 12.0 5.0 12.0 12.0 
54 6.0 10.0 12.0 5.0 12.0 15.0 

       
55 6.0 12.0 15.0 5.0 12.0 20.0 
56 6.0 10.0 12.0 5.0 12.0 15.0 
57 6.0 10.0 12.0 5.0 12.0 15.0 
58 6.0 10.0 15.0 6.0 15.0 15.0 
59 7.0 12.0 15.0 8.0 15.0 15.0 

       
60 10.0 18.0 20.0 10.0 18.0 20.0 
61 15.0 18.0 20.0 14.0 18.0 20.0 
62 18.0 35.0 35.0 24.0 35.0 35.0 
63 15.0 25.0 25.0 15.0 25.0 25.0 
64 15.0 25.0 25.0 15.0 25.0 25.0 

       
65  50.0 50.0  50.0 50.0 
66  30.0 30.0  30.0 30.0 
67  30.0 30.0  30.0 30.0 
68  30.0 30.0  30.0 30.0 
69  30.0 30.0  30.0 30.0 

       
70  * *  * * 

 
* Immediate retirement is assumed for every person age 70 or over. 
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Table A-4 Disablement* 
 
 

Annual Rates 
Age Men Women 

   
20 .00% .00% 
25 .00 .00 
30 .05 .05 
35 .05 .05 
40 .07 .07 

   
45 .07 .07 
50 .10 .10 
55 .10 .10 
60 .10 .10 
65 .00 .00 

 
*It is assumed that one-third of all disabilities are duty 
 related and two-thirds are non-duty related.  
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Table A-5 Mortality 
 
 
 

Annual Probability 

Contributing Members 
Members Retired for Service 

and Beneficiaries of Members 
Disabled
Members

Age Men Women Men Women Men & Women 
      

22 .03% .02% .06% .03% 2.00% 
27 .04 .02 .08 .03 2.00 
32 .04 .03 .08 .04 2.00 
37 .05 .04 .09 .06 2.00 
42 .07 .07 .14 .08 2.00 

      
47 .11 .09 .21 .11 2.00 
52 .18 .14 .36 .17 2.00 
57 .32 .25 .63 .29 2.00 
62 .58 .50 1.15 .58 2.00 
67 1.00 .89 1.99 1.08 3.40 

      
72 N/A  N/A 3.12 1.65 5.52 
77 N/A  N/A 5.02 2.84 8.56 
82 N/A  N/A 8.25 4.92 12.75 
87 N/A  N/A 12.70 8.40 18.30 
92 N/A  N/A 19.84 14.20 25.43 
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Table A-6 Other Terminations of Employment Among Members Not Eligible to Retire 
 
 

Years of 
Service 

Annual Rates for 
Men

Annual Rates for 
Women 

   
0 to 1 11.0% 13.0% 
1 to 2 10.0 12.0 
2 to 3 9.0 10.0 
3 to 4 8.0 9.0 
4 to 5 7.0 8.0 

   
5 to 6 6.0 7.0 
6 to 7 5.3 6.3 
7 to 8 4.6 5.7 
8 to 9 4.0 5.1 

9 to 10 3.5 4.5 
   

10 to 11 3.1 4.0 
11 to 12 2.8 3.5 
12 to 13 2.5 3.0 
13 to 14 2.3 2.6 
14 to 15 2.0 2.3 

   
15 to 16 1.8 2.0 
16 to 17 1.6 1.8 
17 to 18 1.4 1.5 
18 to 19 1.3 1.3 
19 to 20 1.1 1.1 

   
20 to 21 1.0 1.0 
21 to 22 0.9 0.9 
22 to 23 0.9 0.9 
23 to 24 0.8 0.8 
24 to 25 0.8 0.8 

   
25 to 26 0.7 0.7 
26 to 27 0.7 0.7 
27 to 28 0.6 0.6 
28 to 29 0.6 0.6 
29 to 30 0.5 0.5 

30 and up 0.5 0.5 
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Table A-7 Probability of Refund 
 
 

Age
Probabilities of Refund 

upon Termination* 
  

25 85.0% 
30 75.0 
35 65.0 
40 55.0 

  
45 45.0 
50 40.0 
55 35.0 
60 30.0 

 
*If service is 20 or more years at termination,  
probability of refund is equal to 20%. 
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Appendix B Provisions of Governing Law 

 
 

 All actuarial calculations are based upon our understanding of 
the provisions governing the Seattle City Employees’ Retirement 
System, Chapter 4.36 of the Seattle City Code.  The benefit and 
contribution provisions are summarized briefly below, along with 
corresponding references to the City code.  This summary 
encompasses the major provisions of the System; it does not 
attempt to cover all of the detailed provisions. 

Effective Date  The effective date of the retirement system was July 1, 1929. 
 (Section 4.36.080) 
 

Members’
Contribution Rate 

 The members’ contribution rate is currently 8.03% of salary.  
Certain members who were contributing at a lower rate on 
June 23, 1972 continue to contribute at a lower rate. 
 (Section 4.36.110A) 
 

City Contribution 
Rate 

 The City contribution rate is the amount that is actuarially 
determined to be necessary to fund that portion of the retirement 
allowances not covered by the members’ contributions.  This 
amount shall be at least the members’ contribution rate and is 
currently 8.03%. 
 (Sections 4.36.110C and 4.36.170) 
 

Final Compensation  Final compensation is based on highest average compensation 
(excluding overtime) during any consecutive 24 months. 
 (Sections 4.36.040C and 4.36.050B) 
 

Service Retirement  Eligibility 30 years of service; 
 
 Age 52 and 20 years of service; 
 
 Age 57 and 10 years of service; or 
 
 Age 62 and 5 years of service. 
 
Normal Form Straight life benefit. 
 
Optional Forms Actuarial equivalent according to the mortality 

and interest basis adopted by the Retirement 
Board for such purposes. 

 

291078-City_Retirement-working.indd   87 9/30/09   10:40:22 AM
Process CyanProcess MagentaProcess YellowProcess Black



Appendix B 
Continued

 

This work product was prepared solely for SCERS for the purposes described herein and may not be appropriate 
to use for other purposes.  Milliman does not intend to benefit and assumes no duty or liability to other parties 
who receive this work. 

B-2 

sera0225e.doc 
25 003 SER 38/25.003.SER.10.2008 / NJC/nlo 

Service Retirement 
(continued) 

 Amount of Allowance The total monthly allowance is generally 
2% times final compensation times total 
years of creditable service. 

 
 However, if the member does not qualify in 

one of the following ways, the 2% factor is 
reduced by 0.1% for each year that 
retirement precedes the earliest date the 
member would be: 

 
(a) any age with 30 years of service; 
 
(b) age 51-59, providing the member’s 

age and years of service total 80 or 
more; 

 
(c) age 60 or older with 20 years of 

service; or 
 
(d) age 65 or older with 5 years of service. 

 
 The reduction is somewhat less than 0.1% 

for members with less than 20 years of 
service. 

 
 For those hired on or after January 1, 

1988, creditable service excludes the first 
six months of service. 

 
Maximum Allowance The retirement allowance of any member 

shall be limited to 60% of final 
compensation. 

 
Minimum Allowance A monthly benefit based on twice the 

actuarial value of accumulated member 
contributions.  This is not subject to the 
60% of final compensation maximum. 

 (Sections 4.36.200, 4.36.210 and 4.36.260) 
 

291078-City_Retirement-working.indd   88 9/30/09   10:40:22 AM
Process CyanProcess MagentaProcess YellowProcess Black



Appendix B 
Continued

 

This work product was prepared solely for SCERS for the purposes described herein and may not be appropriate 
to use for other purposes.  Milliman does not intend to benefit and assumes no duty or liability to other parties 
who receive this work. 

B-3 

sera0225e.doc 
25 003 SER 38/25.003.SER.10.2008 / NJC/nlo 

Disability Retirement  Eligibility Ten years of service credited within the 15 
years preceding disability retirement.  If 
disablement occurs in the course of City 
employment, there is no service 
requirement. 

Normal Form Modified cash refund annuity.  An optional 
survivor’s benefit is available if the spouse 
is the beneficiary. 

Amount of Allowance The total monthly disability allowance is 
the greater of: 

(a) 1.5% times final compensation times 
completed years of creditable service; 
and 

(b) 1.5% times final compensation times 
total years of creditable service that 
could have been earned to age 62, but 
not to exceed one-third of final 
compensation. 

Maximum Allowance The maximum disability allowance is 60% 
of final compensation. 

Minimum Allowance The minimum disability allowance is $140 
per month. 

 (Sections 4.36.220 and 4.36.230) 

Death Benefits  Retired Members Death benefits to retired members are 
payable according to the form of 
retirement allowance elected. 

Active Members (a) Payment to the beneficiary of 
accumulated contributions, including 
interest; or 

 (b) If the member had completed 10 
years of service at the time of death, a 
surviving spouse or a registered 
domestic partner may elect to receive, 
in place of (a) above, either: 

(1) a monthly allowance for life equal 
to the benefit the spouse would 
have received had the member just 
retired with a 100% contingent 
annuitant option in force; or 

(2) a cash payment of no more than 
one-half of the member’s 
accumulated contributions, along 
with a correspondingly reduced 
retirement allowance. 

 (Section 4.36.270) 
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Withdrawal Benefits  Form Payment of accumulated contributions, 
with interest. 

 (Section 4.36.190) 

Vested Withdrawal 
Benefits 

 Eligibility Five years of service. 
 
Amount of Allowance Same as service retirement benefit. 
 
Benefits Commence Age 52, if 20 or more years of service; 
 
 Age 57, if 10 - 19 years of service; or 
 
 Age 62, otherwise. 
 (Section 4.36.200) 

Postretirement 
Benefit Increases 

 Provisions Effective January 1, 2007, the City Council 
adopted a 65% Restoration of Purchasing 
Power benefit and an automatic 1.5% 
annual COLA to all members. 

If the System reaches a 100% funding 
ratio, the restoration amount increases to 
70%. 

 (Sections 4.36.155 and 4.36.215) 

Death Benefit 
System 

 Eligibility Mandatory for all active members; optional 
for retired members. 

Benefits $2,000 upon the death of an active 
member or a participating retired member. 

Assessment Members pay an assessment of $12 per 
year; the City pays a matching amount.  If 
these assessments are not adequate, 
additional amounts may be transferred 
from the interest earnings in the retirement 
fund. 

 (Sections 4.36.320 and 4.36.330) 

Additional
Contributions 

 Provisions Members may voluntarily make 
contributions in excess of the regular 
8.03% rate. 

Retirement Benefit A monthly annuity which is the actuarial 
equivalent of accumulated additional 
contributions with interest. 

Other Benefits Accumulated additional contributions, with 
interest, generally become payable upon 
termination other than retirement. 

 (Sections 4.36.030 and 4.36.210) 
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Seattle City Employees’ Retirement System 
Actuarial Valuation 

Appendix C Valuation Data 
 This valuation is based upon the membership of the system as of 

January 1, 2007.  Membership data were supplied by the System 
and accepted for valuation purposes without audit.  However, 
extensive tests were performed to ensure that the data are 
sufficiently accurate for valuation purposes. 
 
The data for all contributing members, former contributing 
members, and their survivors are summarized in Table C-1. 
 
Tables C-2 through C-4 present distributions of members 
receiving service retirement benefits, members receiving 
disability retirement benefits, and survivors receiving benefits.  
Shown in the tables are the numbers of persons receiving 
benefits, the total annual benefits received (including payments 
for the annual bonus), and the average annual benefit per 
recipient. 
 
Table C-5 contains summaries of the data for contributing 
members.  Values shown in the tables are the numbers of 
members and their total and average annual salaries. 
 
The valuation also includes liabilities attributable to members 
who have terminated employment but have neither retired nor 
withdrawn their contributions.  There are 2,050 such members.  
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Seattle City Employees’ Retirement System 
Special Actuarial Valuation 

Appendix D  Glossary 
 The following definitions are largely excerpts from a list adopted 

in 1981 by the major actuarial organizations in the United States.  
In some cases the definitions have been modified for specific 
applicability to the Seattle City Employees’ Retirement System.  
Defined terms are capitalized throughout this Appendix. 
 

Accrued Benefit  The amount of an individual’s benefit (whether or not vested) as 
of a specific date, determined in accordance with the terms of a 
pension plan and based on compensation and service to that 
date. 
 

Actuarial Accrued 
Liability 

 That portion, as determined by a particular Actuarial Cost 
Method, of the Actuarial Present Value of pension plan benefits 
and expenses which is not provided for by future Normal Costs. 
 

Actuarial
Assumptions 

 Assumptions as to the occurrence of future events affecting 
pension costs, such as:  mortality, withdrawal, disablement, and 
retirement; changes in compensation, rates of investment 
earnings, and asset appreciation or depreciation; procedures 
used to determine the Actuarial Value of Assets; and other 
relevant items. 
 

Actuarial Cost 
Method

 A procedure for determining the Actuarial Present Value of 
pension plan benefits and expenses and for developing an 
actuarially equivalent allocation of such value to time periods, 
usually in the form of a Normal Cost and an Actuarial Accrued 
Liability. 
 

Actuarial Gain (Loss)  A measure of the difference between actual experience and that 
expected based upon a set of Actuarial Assumptions during the 
period between two Actuarial Valuation dates, as determined in 
accordance with a particular Actuarial Cost Method. 
 

Actuarial Present 
Value

 The value of an amount or series of amounts payable or 
receivable at various times, determined as of a given date by the 
application of a particular set of Actuarial Assumptions. 
 

Actuarial Valuation  The determination, as of a valuation date, of the Normal Cost, 
Actuarial Accrued Liability, Actuarial Value of Assets, and related 
Actuarial Present Values for a pension plan. 
 

Actuarial Value of 
Assets

 The value of cash, investments and other property belonging to a 
pension plan, as used by the actuary for the purpose of an 
Actuarial Valuation. 
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Actuarially 
Equivalent

 Of equal Actuarial Present Value, determined as of a given date 
with each value based on the same set of Actuarial 
Assumptions. 

Amortization
Payment 

 That portion of the pension plan contribution that is designed to 
pay interest on and to amortize the Unfunded Actuarial Accrued 
Liability or (UAAL). 
 

Entry Age Actuarial 
Cost Method 

 A method under which the Actuarial Present Value of the 
Projected Benefits of each individual included in an Actuarial 
Valuation is allocated on a level basis over the earnings of the 
individual between entry age and assumed exit ages.  The 
portion of this Actuarial Present Value allocated to a valuation 
year is called the Normal Cost.  The portion of this Actuarial 
Present Value not provided for at a valuation date by the 
Actuarial Present Value of future Normal Costs is called the 
Actuarial Accrued Liability. 
 

Normal Cost  That portion of the Actuarial Present Value of pension plan 
benefits and expenses which is allocated to a valuation year by 
the Actuarial Cost Method. 
 

Projected Benefits  Those pension plan benefit amounts which are expected to be 
paid at various future times under a particular set of Actuarial 
Assumptions, taking into account such items as the effect of 
advancement in age and past and anticipated future 
compensation and service credits. 
 

Surplus Funding  The excess of the Actuarial Value of Assets over the Actuarial 
Accrued Liability. 
 

Unaccrued Benefit  The excess of an individual’s Projected Benefits over the 
Accrued Benefits as of a specified date. 
 

Unfunded Actuarial 
Accrued Liability 

 The excess of the Actuarial Accrued Liability over the Actuarial 
Value of Assets. 
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