


 

AGENDA 
EBMUD EMPLOYEES’ RETIREMENT SYSTEM 

January 15, 2015 
Training Resource Center (TRC1) 8:30 a.m. 

 
ROLL CALL: 
 
PUBLIC COMMENT:  The Retirement Board is limited by State Law to providing a brief 
response, asking questions for clarification, or referring a matter to staff when responding to 
items that are not listed on the agenda. 
 

ANNOUNCEMENT OF CLOSED SESSION AGENDA: 
 

1. Personnel matter pursuant to Government Code Section 54957: 
a. Application for Disability Retirement of Margaret Birmingham (R.B. Resolution 

No. 6812) 
 

REGULAR BUSINESS MEETING: Upon completion of Closed Session 
 
 
CONSENT CALENDAR: 
 

1. Approval of Minutes – Regular meeting of November 20, 2014 
 

2. Ratifying and Approving Investment Transactions by Counselors for October 2014 and 
November 2014 (R.B. Resolution No. 6813)  

 
3. Ratifying and Approving Short-Term Investment Transactions by Treasurer for October 2014 

and November 2014 (R.B. Resolution No.6814) 
 
4. Treasurer’s Statement of Receipts and Disbursements for October 2014 and November 2014 

 
ACTION: 

 

5.  Adopt the Actuarial Valuation of the Retirement System as of June 30, 2014 – E. Sandler 
 
6. Declaring the interest rate to be credited to Members contributions for period ending 

December 31, 2014 (R.B. Resolution No. 6815) – E. Grassetti 
 

INFORMATION: 
 
7. Draft Retirement Board Training Policy – E. Grassetti 
 

8. Training Opportunities Schedule – E. Grassetti 

9. Employee Retirement System Education Modules – E. Sandler 

10. Training Module - International Equities   



 

11. Presentation from Investment Manager Fisher Investments 

12. Health Insurance Benefit Survey Results – E. Grassetti 

13. Explanation of Purchase of Service Calculation – E. Grassetti 

REPORTS FROM THE RETIREMENT BOARD: 
 
14.  Brief report on any course, workshop, or conference attended since the last Retirement 

 Board meeting. 
 
ITEMS TO BE CALENDARED: 
 
MEETING ADJOURNMENT: 
The next regular meeting of the Retirement Board will be held at 8:30 a.m. on Thursday, 
March 19, 2015. 
  
2015 Retirement Board Meetings 
 

 

March 19, 2015 May 21, 2015                July 16, 2015 
September 17, 2015 November 19, 2015  
   
 



 
 

MINUTES OF THE RETIREMENT BOARD 
November 20, 2014 

 
A regular meeting of the Retirement Board convened on Thursday, November 20, 2014 at 8:40 
a.m. in the Large Training Resource Center (TRC) Room. The meeting was called to order by 
President Doug Higashi. 
 

Roll Call – The following Retirement Board Members were present:  Tim McGowan, 
Doug Higashi, Frank Mellon, William Patterson and Alex Coate.  
 

The following staff members were present: Dari Barzel, Rod Deiter, Elizabeth Grassetti, Peter 
Law, Lourdes Matthew, Eric Sandler and Lisa Sorani. 
 
PUBLIC COMMENT 
 

There was no public comment. 
 

ANNOUNCEMENTS FROM CLOSED SESSION 
 
The Retirement Board approved the disability retirement of Danny Smith (R.B 
Resolution No. 6809) by unanimous vote. 

 
1 - 4. Consent Calendar – A motion was made by Alex Coate and seconded by Doug Higashi 

to approve the Consent Calendar. The motion carried (5-0) by the following voice vote: 
AYES (Coate, Higashi, McGowan, Mellon, Patterson), NOES: (none), ABSTAIN (none), 
ABSENT (none).        

 
ACTION 
 
5. Watch Status Updates – Eric Sandler introduced the three sub-items and Neil Rue from PCA 
provided some comments on each action.  
a) Releasing RREEF II from watch status - RREEF II has a stable team; has recovered from 
the real estate down-turn; and has been producing 5-6% income. 
b) Continue watch status for Barrow Hanley - A value manager which tends to lag market. Is 
now starting to out-perform, returning 0.6% for the quarter and 8.2% for the year, which is 
expected. 
c) Placing Intech on watch status - The motion was moved by Frank Mellon and seconded by 
William Patterson. The motion carried (5-0) by the following voice vote: AYES (Coate, Higashi, 
McGowan, Mellon, Patterson), NOES: (none), ABSTAIN (none) ABSENT (none).   
  
INFORMATION 
 
6. Quarterly Performance Report for Third Quarter 2014 – Neil Rue of PCA presented the 
quarterly performance report. The third quarter saw the first negative market in two years, but 
the portfolio outperformed the median fund due to the strategic shifts made by the Board. The 
portfolio was down 0.7% for the quarter with a value of $1,341.2 million, but was ahead of the 
benchmark for all other time periods. Covered calls returned 1.4% for the quarter; domestic 



 

equities had mixed results, returning 16.9% for the year; and fixed-income were way ahead, 
returning 3.9% for the year. 
 
7.  Annual Retirement System Audited Financial Report – Eric Sandler reviewed the report, 
stating that contributions were up 14% and active members were at 1,952, with 1,497 retirees. 
Funding levels were trending upward.  The system’s net assets were $1,346.89 million as of June 
30, 2014, an increase of $222.56 million (19.79%) for the year. The retirement system received a 
unqualified opinion from its Auditor, Maze & Associates. This year’s financial statements 
implemented GASB 67. 
 
8.  Retirement Board Training Information – Elizabeth Grassetti presented information on a 
survey of training policies from other California public pension plans and a draft training policy. 
The results of the survey showed that all plans had training policies for Board Members; that a 
minimum training requirement was standard; and that costs were considered a plan expense. 
Frank Mellon suggested that the employee tuition reimbursement program could be used to pay 
for board training, but it was pointed out that the program doesn’t reimburse employees for 
conferences. Tim McGowan requested a specific process for getting training approval. Staff was 
asked to add to the draft policy to provide for how training is budgeted, approved and tracked. 
 
9.  Benefit Plan Renewals for Calendar Year 2015 – Lisa Sorani briefly reviewed the medical 
premiums for 2015 – noting that Kaiser and ACWA Blue Cross plans had premium reductions.  
 
10.  Disability Earnings Income Verification for 2014 - Elizabeth Grassetti reviewed the 
memo regarding disability retiree income verification. None of the 36 disability retirees earnings 
exceeded the safeguard which is a disability retiree’s final monthly salary inflated by wage 
increases less their retirement allowance.  
 
11.  Schedule of Retirement Board Meetings for Calendar Year 2015 – Staff presented the 
2015 retirement board meeting schedule. 
 
12.  Brief report on any course, workshop, or conference attended since the last Retirement 
Board meeting – Frank Mellon reported that he attended the International Foundation 
conference in Boston and that there were more sessions on pensions this year. He also 
recommended that staff attend the Affordable Care Act (ACA) Academy.  
 
Doug Higashi said he was interested in attending the CALAPRS General Assembly in Monterey. 
 
Frank Mellon raised an issue regarding Franklin Templeton’s position in regard to the priority of 
pension benefit payments in the City of Stockton bankruptcy proceedings. He encouraged the 
Retirement Board to take some action to respond to Franklin Templeton’s position. The Board 
discussed the issue and requested that staff provide more information and the issue be discussed 
at a future meeting. 
 
Frank Mellon also stated that he had forwarded a ruling from the State Attorney General to 
Jylana Collins, EBMUD’s General Counsel, regarding whether elected Boards of Directors can 
participate in employee pension plans or if that constitutes a conflict of interest.  
 
Tim McGowan asked staff to walk the board through on how the cost to purchase Temporary 
Constuction (TC) time is determined. He was concerned that the rate used was incorrect.  



 

ITEMS TO BE CALENDERED 
 

 Explanation of purchase of service calculation for Temporary Construction (TC) time 
 Information on Franklin Templeton and the City of Stockton 
 Draft Retirement Board Training Policy 
 Training Opportunities Schedule 

 
ADJOURNMENT –William Patterson moved to adjourn the meeting at 10:15 a.m. and Tim 
McGowan seconded the motion; the motion carried (5-0) by the following voice vote: AYES 
(Coate, Higashi, McGowan, Mellon, Patterson), NOES: (none), ABSTAIN (none), ABSENT 
(none).   

 
 

                                     __________________________ 
                                                                              President 
ATTEST: ___________________________ 

  Secretary 
 

 
1/15/2015 
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This report has been prepared at the request of the Retirement Board to assist in administering the 
Fund. This valuation report may not otherwise be copied or reproduced in any form without the consent 
of the Retirement Board and may only be provided to other parties in its entirety. The measurements 
shown in this actuarial valuation may not be applicable for other purposes. 
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100 MONTGOMERY STREET, SUITE 500 SAN FRANCISCO, CA  94104 
T 415.263.8200  www.segalco.com 

January 7, 2015 

Mr. Eric L. Sandler 
Director of Finance 
East Bay Municipal Utility District 
375 Eleventh Street 
Oakland, CA 94607-4240 
 
Re: June 30, 2014 Actuarial Valuations – Supplemental Exhibits 
 
Dear Eric: 
 
Enclosed please find two exhibits that provide supplemental information to the June 30, 2014 actuarial valuations for the 
pension and health insurance benefit (HIB) plans. For the HIB plan, this information is based on our HIB funding valuation 
report dated January 7, 2015 that includes a monthly benefit of $450 ($550 benefit for a retiree with a spouse or qualified 
domestic partner). It does not include the accounting liability for the “implicit subsidy” associated with the pooling of the 
health care premium rate for actives and retirees under age 65. 

Exhibit A provides a summary of results for both the pension plan and HIB plan valuations. In Exhibit B, we have included a 
comparison of the historical Pension Benefit Obligations with the market value of assets for both plans. We look forward to 
discussing this information with you and the Board. 
 
Sincerely, 
 

  
Andy Yeung, ASA, MAAA, FCA, EA 
Vice President and Associate Actuary   
 
DNA/gxk 
Enclosures 
 
5348917v3/10419.001 



 

 

Exhibit A 
 

East Bay Municipal Utility District Retirement System 
Summary of Significant Valuation Results 

   June 30, 2014 June 30, 2013 Percent Change 
 I. Total Membership    

  A. Active Members 1,715 1,666 2.9% 
  B. Pensioners and Beneficiaries 1,497 1,440 4.0% 

 II. Valuation Salary(1)    
  A. Total Annual Payroll $167,195,870 $159,246,357 5.0% 
  B. Average Yearly Salary 97,490 95,586 2.0% 

 III. Total System Assets    
  A. Valuation Value of Pension Plan Assets $1,210,321,029 $1,095,847,440 10.4% 
  B. Valuation Value of HIB Plan Assets        19,634,350               16,522,381        18.8% 
  C. Total Valuation Value (Actuarial Value) $1,229,955,379 $1,112,369,821 10.6% 

  D. Market Value of Pension Plan Assets $1,325,387,000 $1,107,628,000 19.7% 
  E. Market Value of HIB Plan Assets        21,501,000        16,700,000 28.7% 
  F. Total Market Value $1,346,888,000 $1,124,328,000 19.8% 

 IV. Unfunded Actuarial Accrued Liability (UAAL) and Funded Ratio   
  A. Pension Plan $546,385,371 $550,686,687 (0.8)% 
  B. Funded Ratio(2) 68.9% 66.6% N/A 

  C. HIB Plan $90,222,467 $87,853,214 2.7% 
  D. Funded Ratio(2) 17.9% 15.8% N/A 

  E. Pension Plan and HIB Plan $636,607,838 $638,539,901 (0.3)% 
  F. Funded Ratio(2) 65.9% 63.5% N/A 

 (1) Projected payroll. 
(2 Based on valuation value of assets. 

Note:  The health insurance benefits (HIB) information is based on our HIB funding valuation report that includes a monthly benefit of $450 ($550 for a 
retiree with a spouse or qualified domestic partner). It does not include the accounting liability for the “implicit subsidy” associated with the pooling 
of the health care premium rate for actives and retirees under age 65. 



 

 

Exhibit A (continued) 
 

East Bay Municipal Utility District Retirement System 
Summary of Significant Valuation Results 

  June 30, 2014 June 30, 2013 Percent Change 
V. Projected Benefit Obligation    
 A. Pension Plan $1,699,448,000 $1,589,017,000 6.9% 
 B. Funded Ratio(3) 78.0% 69.7% N/A 

 C. HIB Plan $115,901,000 $110,323,000 5.1% 
 D. Funded Ratio(3) 18.6% 15.1% N/A 

 E. Pension Plan and HIB Plan $1,815,349,000 $1,699,340,000 6.8% 
 F. Funded Ratio(3) 74.2% 66.2% N/A 

VI.  Budget Items(4) FY 2015-2016 FY 2014-2015 Change 
  1955/1980 

Plan 
2013 
Tier 

 
Combined(5) 

1955/1980 
Plan 

2013 
Tier 

 
Combined(5) 

1955/1980 
Plan 

2013 
Tier 

 
Combined(5) 

 A. Pension Plan          
     1. Total Normal Cost 23.18% 16.82% 22.81% 22.86% 17.40% 22.54% 0.32% (0.58)% 0.27% 
     2. Employee Contributions -8.32%(6) -8.75% -8.34% -7.84%(7) -8.75% -7.89% -0.48% -0.00% -0.45% 
     3. Employer Normal Cost 14.86% 8.07% 14.47% 15.02% 8.65% 14.65% (0.16)% (0.58)% (0.18)% 
     4. UAAL (paid by Employer) 22.85% 22.85% 22.85% 23.59% 23.59% 23.59% (0.74)% (0.74)% (0.74)% 
     5. Total Employer Contribution  37.71% 30.92% 37.32% 38.61% 32.24% 38.24% (0.90)% (1.32)% (0.92)% 
           

 B. HIB Plan          
     1. Total Normal Cost 1.31% 0.86% 1.29% 1.30% 0.96% 1.28% 0.01% (0.10)% 0.01% 
     2. Employee Contributions -0.09% -0.09% -0.09% -0.09% -0.09% -0.09% -0.00% -0.00% -0.00% 
     3. Employer Normal Cost 1.22% 0.77% 1.20% 1.21% 0.87% 1.19% 0.01% (0.10)% 0.01% 
     4. UAAL (paid by Employer) 4.29% 4.29% 4.29% 4.24% 4.24% 4.24% 0.05% 0.05% 0.05% 
     5. Total Employer Contribution  5.51% 5.06% 5.49% 5.45% 5.11% 5.43% 0.06% (0.05)% 0.06% 
           
 C. Total Contribution           
 1. Employee Contribution (A2 + B2) 8.41% 8.84% 8.43% 7.93% 8.84% 7.98% 0.48% 0.00% 0.45% 
 2. Employer Contribution (A5 + B5) 43.22% 35.98% 42.81% 44.06% 37.35% 43.67% (0.84)% (1.37)% (0.86)% 

 (3) Based on market value of assets. 
      

(4) Contribution rates, payable at the end of each pay period, are expressed as a percentage of pay. 
(5) Aggregated based on June 30, 2014 projected annual payroll. 
(6) The rate of 8.32% payable during fiscal year 2015/2016 is calculated by taking 80% of the total employee rate payable beginning April 20, 2015 

(i.e., 8.33%) and 20% of the total employee rate payable beginning April 18, 2016 (i.e., 8.75%), less the HIB employee contribution rate of 0.09% . 
(7) The rate of 7.84% payable during fiscal year 2014/2015 is calculated by taking 80% of the total employee rate payable beginning April 21, 2014 

(i.e., 7.83%) and 20% of the total employee rate payable beginning April 20, 2015 (i.e., 8.33%), less the HIB employee contribution rate of 0.09% . 

  



 

 

 

Exhibit B 

East Bay Municipal Utility District Retirement System 
Comparison of Projected Benefit Obligation with the Market Value of Assets  

(Dollar Amounts in Thousands) 
 

    
Actuarial  

Valuation Date 
Projected  

Benefit Obligation 
Market Value  
     of Assets      Funded Ratio 

06/30/2002 $749,113 $536,449 71.6% 

06/30/2003 880,054 545,527 62.0% 

06/30/2004 928,434 640,641 69.0% 

06/30/2005 999,231 694,590 69.5% 

06/30/2006 1,068,966 763,455 71.4% 

06/30/2007 1,160,325 911,104 78.5% 

06/30/2008 1,289,236 838,614 65.0% 

06/30/2009 1,366,207 668,750 48.9% 

06/30/2010 1,444,258 769,052 53.2% 

06/30/2011 1,498,879 968,239 64.6% 

06/30/2012 1,606,973 986,972 61.4% 

06/30/2013 1,699,340 1,124,328 66.2% 

06/30/2014 1,815,349 1,346,888 74.2% 
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This report has been prepared at the request of the Retirement Board to assist in administering the 
Fund. This valuation report may not otherwise be copied or reproduced in any form without the consent 
of the Retirement Board and may only be provided to other parties in its entirety. The measurements 
shown in this actuarial valuation may not be applicable for other purposes. 
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100 MONTGOMERY STREET, SUITE 500 SAN FRANCISCO, CA  94104 

T 415.263.8200  www.segalco.com 

January 7, 2015 

Mr. Eric L. Sandler 
Director of Finance 
East Bay Municipal Utility District 
375 Eleventh Street 
Oakland, CA 94607-4240 

Dear Eric: 

We are pleased to submit this Actuarial Valuation and Review as of June 30, 2014 for only the pension plan. The Actuarial Valuation 
and Review for the health insurance benefit (HIB) plan is provided in a separate report. This report summarizes the actuarial data 
used in the valuation, establishes the funding requirements for fiscal 2015/2016 and analyzes the preceding year’s experience.  

This report was prepared in accordance with generally accepted actuarial principles and practices, at the request of the Board to 
assist in administering the Plan. The census and financial information on which our calculations were based were prepared by 
EBMUD. That assistance is gratefully acknowledged.  

The measurements shown in this actuarial valuation may not be applicable for other purposes. 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); and changes in plan provisions or applicable law. 

The actuarial calculations were directed under my supervision. I am a member of the American Academy of Actuaries and I meet the 
Qualification Standards of the American Academy of Actuaries to render the actuarial opinion herein. To the best of our knowledge, 
the information supplied in this actuarial valuation is complete and accurate. Further, in our opinion, the assumptions as approved 
by the Board are reasonably related to the experience of and the expectations for the Plan. 

We look forward to reviewing this report at your next meeting and to answering any questions. 

Sincerely, 

Segal Consulting, a Member of the Segal Group, Inc. 

 
By:  ______________________________ 

Andy Yeung, ASA, MAAA, EA, FCA 
Vice President and Associate Actuary  

JWL/gxk 
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SECTION 1: Valuation Summary for the East Bay Municipal Utility District Retirement System  

i 

Purpose 
 
This report has been prepared by Segal Consulting to present a valuation of the East Bay Municipal Utility District Retirement 
System as of June 30, 2014. The valuation was performed to determine whether the assets and contributions are sufficient to 
provide the prescribed benefits. The contribution requirements presented in this report are based on: 

 The benefit provisions of the pension plan, as administered by the Board; 

 The characteristics of covered active participants, inactive vested participants, and retired participants and beneficiaries as 
of June 30, 2014, provided by EBMUD; 

 The assets of the plan as of June 30, 2014, provided by EBMUD; 

 Economic assumptions regarding future salary increases and investment earnings adopted by the Board for the June 30, 
2014 valuation; and 

 Other actuarial assumptions, regarding employee terminations, retirement, death, etc., adopted by the Board for the  
June 30, 2014 valuation. 

 
One of the general goals of an actuarial valuation is to establish contributions which fully fund the System’s liabilities, and 
which, as a percentage of payroll, remain as level as possible for each generation of active members. Annual actuarial 
valuations measure the progress toward this goal, as well as test the adequacy of the contribution rates. 
 
In preparing this valuation, we have employed generally accepted actuarial methods and assumptions to evaluate the System’s 
assets, liabilities and future contribution requirements. Our calculations are based upon member data and financial information 
provided to us by the System’s staff. This information has not been audited by us, but it has been reviewed and found to be 
consistent, both internally and with prior year’s information. 
 
The contribution requirements are determined as a percentage of payroll. The System’s employer rates provide for both normal 
cost and a payment or credit to amortize any unfunded or overfunded actuarial accrued liabilities. In the valuation, new UAAL 
established on or after July 1, 2011 as a result of actuarial gains or losses and change in actuarial assumptions has been 
amortized over separate declining 20-year and 25-year periods, respectively. The balance of the UAAL established prior to 
July 1, 2011 continues to be amortized in layers over the current respective remaining fixed periods. The rates calculated in this 
report may be adopted by the Board for the fiscal year that extends from July 1, 2015 through June 30, 2016. 



SECTION 1: Valuation Summary for the East Bay Municipal Utility District Retirement System  

ii 

Significant Issues in Valuation Year 
 
The following key findings were the result of this actuarial valuation: 
 
 The results of this valuation reflect changes in the economic actuarial assumptions as recommended by Segal Consulting 

and adopted by the Board on September 18, 2014. These changes were documented in our economic actuarial assumptions 
report dated September 12, 2014 and are also outlined in Section 4, Exhibit V of this report. These assumption changes 
resulted in an increase in the combined (1955/1980 Plan and 2013 Tier) employer contribution rate of 1.00% of payroll. 

 The funded ratio measured on a valuation value of assets basis increased from 66.6% at June 30, 2013 to 68.9% at 
June 30, 2014. The funded ratio if measured on a market value of assets basis increased from 67.3% to 75.4%. The UAAL 
decreased from $550.7 million as of June 30, 2013 to $546.4 million as of June 30, 2014. The decrease in the UAAL is 
primarily due to (a) the higher than expected return on the valuation value of assets (after smoothing), (b) less than 
expected salary increases for actives, and (c) less than expected COLA increases for retirees and beneficiaries, offset 
somewhat by (d) changes in the economic actuarial assumptions, and (e) other actuarial losses (including, primarily, a 
mortality loss from retired members and larger than expected liabilities for new retirees from active service). A complete 
reconciliation of the System’s unfunded actuarial accrued liability is provided in Section 3, Exhibit G. 

 The aggregate employer rate calculated in this valuation has decreased from 38.24% of payroll to 37.32% of payroll. The 
decrease in the employer rate was primarily due to (a) higher than expected return on the valuation value of assets (after 
smoothing), (b) less than expected salary increases for individual active members, (c) more than expected growth in total 
payroll base to amortize the System’s UAAL, (d) less than expected COLA increases for retirees and beneficiaries, and (e) 
the increase in the employee contribution rates for the 1955/1980 Plan members, offset somewhat by (f) the normal one-
year lag in implementing the higher contribution rate calculated in the June 30, 2013 valuation for fiscal year 2014-2015, 
(g) the changes in the economic actuarial assumptions, and (h) other actuarial losses (including, primarily, a mortality loss 
from retired members and larger than expected liabilities for new retirees from active service). 

 The aggregate member rate calculated in this valuation has increased from 7.89% of payroll to 8.34% of payroll mainly 
due to the increase in the member rates for the 1955/1980 Plan members. A reconciliation of the System’s aggregate 
member rate is provided in Section 2, Subsection D (see Chart 15). 

 As indicated in Section 2, Subsection B (see Chart 7) of this report, the total unrecognized investment gain as of June 30, 
2014 is $116.9 million for the assets for the pension and HIB plans (note that in the previous valuation, this amount was a 
deferred gain of $12.0 million). This investment gain will be recognized in the determination of the actuarial value of 

Ref: Pgs. 29 and 37 

Ref: Pg. 16 

 

Ref: Pg. 5 

 

Ref: Pg. 17 

 

Ref: Pg. 39 



SECTION 1: Valuation Summary for the East Bay Municipal Utility District Retirement System  
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assets for funding purposes in the next few years. This implies that earning the assumed rate of investment return of 7.50% 
per year (net of expenses) on a market value basis will produce investment gains on the actuarial value of assets after 
June 30, 2014. 

The deferred gains of $116.9 million represent 8.7% of the market value of assets as of June 30, 2014. Unless offset by 
future investment losses or other unfavorable experience, the recognition of the $116.9 million market gain is expected to 
have an impact on the System’s future funded percentage and contribution rate requirements. This potential impact may be 
illustrated as follows: 

 If the pension plan portion of the deferred gains were recognized immediately and entirely in the valuation value of 
assets, the funded percentage would increase from 68.9% to 75.4%. 

 If the pension plan portion of the deferred gains were recognized immediately and entirely in the valuation value of 
assets, the aggregate employer rate would decrease from 37.32% to about 32.3% of payroll. 

 The actuarial valuation report as of June 30, 2014 is based on financial information as of that date. Changes in the value of 
assets subsequent to that date are not reflected. Declines in asset values will increase the actuarial cost of the plan, while 
increases will decrease the actuarial cost of the plan. 

 The Governmental Accounting Standards Board (GASB) approved two new Statements affecting the reporting of pension 
liabilities for accounting purposes. Statement 67 replaces Statement 25 and is for plan reporting. Statement 68 replaces 
Statement 27 and is for employer reporting. Statement 68 is effective with the fiscal year ending June 30, 2015 for 
employer reporting. The information needed to comply with Statement 67 was provided in our report dated August 20, 
2014. The information needed to comply with Statement 68 will be provided in a separate report. 

Impact of Future Experience on Contribution Rates 

Future contribution requirements may differ from those determined in the valuation because of: 

 Differences between actual experience and anticipated experience; 

 Changes in actuarial assumptions or methods; 

 Changes in statutory provisions; and 
 Difference between the contribution rates determined by the valuation and those adopted by the Board. 
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(1) Estimated based on June 30, 2014 projected payroll of $167,195,870. 
(2) The rate of 8.32% payable during fiscal year 2015/2016 is calculated by taking 80% of the total employee rate payable beginning April 20, 2015 (i.e., 

8.33%) and 20% of the total employee rate payable beginning April 18, 2016 (i.e., 8.75%), less the HIB employee contribution rate of 0.09%. 
(3) The rate of 7.84% payable during fiscal year 2014/2015 is calculated by taking 80% of the total employee rate payable beginning April 21, 2014 (i.e., 

7.83%) and 20% of the total employee rate payable beginning April 20, 2015 (i.e., 8.33%), less the HIB employee contribution rate of 0.09%. 
(4) Net of HIB plan assets. 

Summary of Key Valuation Results 

     

 June 30, 2014 June 30, 2013 
Employer Contribution Rates:  
(payable at the end of each pay period) 

 
Total Rate 

Estimated 
Annual Amount(1) 

 
Total Rate 

Estimated 
Annual Amount(1) 

1955/1980 Plan 37.71% $59,416,990 38.61% $60,835,056 
2013 Tier 30.92% 2,978,497 32.24% 3,105,652 
Combined 37.32% 62,395,487 38.24% 63,940,708 

Average Member Contribution Rates:  
(payable at the end of each pay period) 

 
Total Rate 

Estimated 
Annual Amount(1) 

 
Total Rate 

Estimated 
Annual Amount(1) 

1955/1980 Plan 8.32%(2) $13,109,238 7.84%(3) $12,352,936 
2013 Tier 8.75% 842,880 8.75% 842,880 
Combined 8.34% 13,952,118 7.89% 13,195,816 

Funded Status:   
Actuarial accrued liability (AAL) $1,756,706,400 $1,646,534,127 
Valuation value of pension plan assets(4) (VVA) 1,210,321,029 1,095,847,440 
Market value of pension plan assets(4) (MVA) 1,325,387,000 1,107,628,000 
Actuarial value of pension plan and HIB plan assets 1,229,955,379 1,112,369,821 
Market value of pension plan and HIB plan assets 1,346,888,000 1,124,328,000 
Funded ratio on VVA basis 68.9% 66.6% 
Funded ratio on pension plan MVA basis 75.4% 67.3% 
Unfunded actuarial accrued liability (UAAL) on VVA basis $546,385,371 $550,686,687 
Unfunded actuarial accrued liability (UAAL) on pension plan MVA basis 431,319,400 538,906,127 
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* Includes terminated participants due a refund of employee contributions only.

Summary of Key Valuation Results (continued) 

     

 June 30, 2014 June 30, 2013 
Employer Contributions:   

Actuarially determined employer contributions $61,660,000 $53,795,000 
Actual contributions 61,660,000 53,795,000 
Percentage contributed 100% 100% 

Demographic Data:   
Number of retired participants and beneficiaries 1,497 1,440 
Number of vested former participants* 237 232 
Number of active participants 1,715 1,666 
Projected total payroll $167,195,870 $159,246,357 
Projected average payroll 97,490 95,586 

Key Economic Assumptions:   
Interest rate 7.50% 7.75% 
Inflation rate 3.00% 3.25% 
Across the board salary increase 0.50% 0.50% 
Cost of living adjustments 3.00% 3.15% 
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The Actuarial Valuation and Review considers the number 
and demographic characteristics of covered participants, 
including active participants, vested terminated 
participants, retired participants and beneficiaries. 

This section presents a summary of significant statistical 
data on these participant groups. 

More detailed information for this valuation year and the 
preceding valuation can be found in Section 3, Exhibits A, 
B, and C. 

 

A. PARTICIPANT DATA 

 

CHART 1 
 

Participant Population: 2005 – 2014 

 

Year Ended 
June 30  

Active 
Participants 

Vested Terminated 
Participants* 

Retired Participants 
and Beneficiaries 

Ratio of Non-Actives 
to Actives 

 

2005 1,801 213 1,052 0.70 
 

2006 1,790 220 1,105 0.74 
 

2007 1,804 223 1,144 0.76 
 

2008 1,795 234 1,199 0.80 
 

2009 1,792 230 1,230 0.81 
 

2010 1,756 222 1,270 0.85 
 

2011 1,702 226 1,325 0.91 
 

2012 1,703 224 1,361 0.93 
 

2013 1,666 232 1,440 1.00 
 

2014 1,715 237 1,497 1.01 
 

     

 

* Includes terminated participants due a refund of employee contributions only. 
    

A historical perspective of 
how the participant 
population has changed 
over the past ten 
valuations can be seen in 
this chart.  
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Active Participants 
Plan costs are affected by the age, years of service and 
payroll of active participants. In this year’s valuation, there 
were 1,715 active participants with an average age of 49.3, 
average service of 14.3 years and average payroll of 
$97,490. The 1,666 active participants in the prior 
valuation had an average age of 49.7, average service of 
14.9 years and average payroll of $95,586.

Inactive Participants 
In this year’s valuation, there were 237 participants with a 
vested right to a deferred or immediate vested benefit 
compared to 232 in the prior valuation. 

 

These graphs show a 
distribution of active 
participants by age and by 
years of service. 

CHART 2 

Distribution of Active Participants by Age as of  
June 30, 2014 

CHART 3 

Distribution of Active Participants by Years of Service as 
of June 30, 2014 
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Retired Participants and Beneficiaries 
As of June 30, 2014, 1,232 retired participants and 265 
beneficiaries were receiving total monthly benefits of 
$6,262,591. For comparison, in the previous valuation, 
there were 1,181 retired participants and 259 beneficiaries 
receiving monthly benefits of $5,770,429. 

These graphs show a 
distribution of the current 
retired participants and 
beneficiaries based on 
their monthly amount and 
age, by type of pension. 

CHART 4 

Distribution of Retired Participants and Beneficiaries by 
Type and by Monthly Amount as of June 30, 2014 

CHART 5 

Distribution of Retired Participants and Beneficiaries by 
Type and by Age as of June 30, 2014 
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Adjustment toward market value

Benefits paid

Net interest and dividends

Contributions

Pension plan funding anticipates that, over the long term, 
both contributions and net investment earnings (less 
investment fees and administrative expenses) will be 
needed to cover benefit payments. 

Pension plan assets change as a result of the net impact of 
these income and expense components. Additional 
financial information, including a summary of these 
transactions for the valuation year, is presented in  
Section 3, Exhibits D, E and F. 

B. FINANCIAL INFORMATION 

The chart depicts the 
components of changes in 
the actuarial value of 
assets over the last nine 
years. Note: The first bar 
represents increases in 
assets during each year 
while the second bar 
details the decreases. 

CHART 6 

Comparison of Increases and Decreases in the Actuarial Value of Assets for Years Ended June 30, 2006 – 2014 
(for pension and HIB benefits) 
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It is desirable to have level and predictable plan costs from 
one year to the next. For this reason, the Board has 
approved an asset valuation method that gradually adjusts 
to market value. Under this valuation method, the full 
value of market fluctuations is not recognized in a single 
year and, as a result, the asset value and the plan costs are 
more stable.  

The amount of the adjustment to recognize market value is 
treated as income, which may be positive or negative. 
Realized and unrealized gains and losses are treated 
equally and, therefore, the sale of assets has no immediate 
effect on the actuarial value. 

 

CHART 7 
 

Determination of Actuarial Value of Assets for Year Ended June 30, 2014 (for pension and HIB plans) 
 

1. Market value of assets:      
 

 (a)  Pension plan     $1,325,387,000 
 

 (b)  HIB plan     21,501,000 
 

 (c)  Total     $1,346,888,000 
 

       
 

  Actual Market Expected Market Investment Deferred Deferred 
 

2. Calculation of deferred return: Return (net) Return (net) Gain / (Loss) Factor Return 
 

 (a)  Year ended June 30, 2008 $(76,707,000) $75,340,031 $(152,047,031)   
 

 (b)  Year ended June 30, 2009 (171,905,000) 69,269,846 (241,174,846) see footnote (1) below 
 

 (c)  Year ended June 30, 2010 95,737,000 55,360,181 40,376,819   
 

 (d)  Year ended June 30, 2011 191,970,000 61,812,840 130,157,160 25% $368,118 
 

 (e)  Year ended June 30, 2012 15,202,000 77,600,360 (62,398,360) 40% (24,959,344) 
 

 (f)  Year ended June 30, 2013 137,318,000 76,491,803 60,826,197 60% 36,495,718 
 

 (g)  Year ended June 30, 2014 218,575,000 87,289,839 131,285,161 80% 105,028,129 
 

 (h)  Total unrecognized return*     $116,932,621 
 

3. Preliminary actuarial value:  (1c) - (2h)     $1,229,955,379 
 

4. Adjustment to be within 30% corridor of market value     0 
 

5. Final actuarial value of assets for pension and HIB plans:  (3) + (4)     $1,229,955,379 
 

6. Actuarial value as a percentage of market value:  (5) ÷ (1c)     91.3% 
 

7. Valuation value of pension plan assets:  (1a) ÷ (1c) x (5)     $1,210,321,029 
 

     

 

(1)  Based on action taken by the Board in 2012, the total deferred gain of $1,472,475 through June 30, 2011 as of that valuation has been recognized in 
four level amounts, with one year of recognition remaining after the June 30, 2014 valuation. 

*  The amount of deferred return that will be recognized in each subsequent valuation is as follows (amounts may not total exactly due to rounding): 

6/30/2015 $26,310,719 
6/30/2016 25,942,600 
6/30/2017 38,422,272 
6/30/2018 26,257,032 
Total $116,932,621 

 

The chart shows the 
determination of the 
actuarial value of assets 
as of the valuation date.  
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The market value, actuarial value, and valuation value of 
assets are representations of EBMUD’s financial status. As 
investment gains and losses are gradually taken into 
account, the actuarial value of assets tracks the market 
value of assets. The valuation value of assets is the 
actuarial value, excluding HIB assets. The valuation value 

of assets is significant because EBMUD’s liabilities are 
compared to these assets to determine what portion, if any, 
remains unfunded. Amortization of the unfunded actuarial 
accrued liability is an important element in determining the 
contribution requirement. 

 

CHART 8 

Market Value, Actuarial Value, and Valuation Value of Assets as of June 30, 2005 – 2014* 

This chart shows the 
change in the actuarial 
value of assets versus the 
market value over the past 
ten years. 

* Market Value and Actuarial Value of Assets are for pension and HIB benefits. Valuation Value of Assets are for pension benefits only. 
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To calculate the required contribution, assumptions are 
made about future events that affect the amount and timing 
of benefits to be paid and assets to be accumulated. Each 
year actual experience is measured against the 
assumptions. If overall experience is more favorable than 
anticipated (an actuarial gain), the contribution requirement 
will decrease from the previous year. On the other hand, 
the contribution requirement will increase if overall 
actuarial experience is less favorable than expected (an 
actuarial loss). 

Taking account of experience gains or losses in one year 
without making a change in assumptions reflects the belief 
that the single year’s experience was a short-term

development and that, over the long term, experience will 
return to the original assumptions. For contribution 
requirements to remain stable, assumptions should 
approximate experience.  

If assumptions are changed, the contribution requirement is 
adjusted to take into account a change in experience 
anticipated for all future years. 

The total gain is $26,406,581, a $27,056,567 gain from 
investments and a $649,986 loss from all other sources. 
The net experience variation from individual sources other 
than investments was 0.04% of the actuarial accrued 
liability. A discussion of the major components of the 
actuarial experience is provided on the following pages. 

C. ACTUARIAL EXPERIENCE 

This chart provides a 
summary of the actuarial 
experience during the past 
year. 

 

CHART 9 
Actuarial Experience for Year Ended June 30, 2014 

 1. Net gain from investments* $27,056,567 
 2. Net loss from other experience** (438,437) 
 3. Net loss from one year delay in implementing the higher contribution rate calculated in 

the June 30, 2013 valuation until fiscal year 2014/2015 
 

(211,549) 
 4. Net experience gain: (1) + (2) + (3)  $26,406,581 
 

   

 

* Details in Chart 10.  
 

** Details in Section 3, Exhibit G.  
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Investment Rate of Return 
A major component of projected asset growth is the 
assumed rate of return. The assumed return should 
represent the expected long-term rate of return, based on 
EBMUD’s investment policy. For valuation purposes, the 
assumed rate of return on the valuation value of assets is 
7.75% (for the June 30, 2013 valuation). The actual rate of 
return on a valuation value basis (after smoothing) for the 
2014 plan year was 10.22%.

Since the actual return for the year was greater than the 
assumed return, EBMUD experienced an actuarial gain 
during the year ended June 30, 2014 with regard to its 
investments. 

 

This chart shows the 
gain/(loss) due to 
investment experience. 

 

CHART 10 
Investment Experience for Year Ended June 30, 2014 – Valuation Value, Actuarial Value, and Market Value of Assets 

 

  Valuation Value 
(includes pension 
plan assets only) 

Actuarial Value 
(includes pension 

and HIB plan assets) 

Market Value 
(includes pension 

and HIB plan assets) 
 

1. Actual return $112,077,589 $113,600,558 $218,575,000 
 

2. Average value of assets $1,097,045,440 $1,114,362,321 $1,126,320,500 
 

3. Actual rate of return:  (1) ÷ (2) 10.22% 10.19% 19.41% 
 

4. Assumed rate of return 7.75% 7.75% 7.75% 
 

5. Expected return:  (2) x (4)  $85,021,022 $86,363,080 $87,289,839 
 

6. Actuarial gain/(loss):  (1) – (5) $27,056,567 $27,237,478 $131,285,161 
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Because actuarial planning is long term, it is useful to see 
how the assumed investment rate of return has followed 
actual experience over time. The chart below shows the 
rate of return on a valuation value, actuarial value, and 
market value basis for the last ten years. 

 

 

CHART 11 
Investment Return – Valuation Value, Actuarial Value, and Market Value: 2005 – 2014* 

 

 
Valuation Value  

Investment Return 
Actuarial Value  

Investment Return 
Market Value 

Investment Return 
 

Year Ended 
June 30 Amount Percent Amount Percent Amount Percent 

 

2005 $28,180,689 4.25% $28,310,592 4.25% $51,008,652 7.94% 
 

2006 45,252,329 6.52% 45,449,540 6.52% 66,439,000 9.55% 
 

2007 84,055,262 11.33% 84,360,520 11.31% 144,934,000 18.95% 
 

2008 71,124,427 8.59% 72,404,538 8.69% (76,707,000) (8.40)% 
 

2009 (40,442,084) (4.49)% (40,593,156) (4.47)% (171,905,000) (20.47)% 
 

2010 51,167,488 5.93% 51,966,871 5.96% 95,737,000 14.27% 
 

2011 33,223,487 3.62% 33,642,654 3.62% 191,970,000 24.85% 
 

2012 64,558,352 6.75% 65,488,807 6.76% 15,202,000 1.57% 
 

2013 75,506,213 7.40% 76,545,489 7.39% 137,318,000 13.91% 
 

2014 112,077,589 10.22% 113,600,558 10.19% 218,575,000 19.41% 
 

Five-Year 
Average Return 

 
6.76%  6.76%  14.53% 

 

Ten-Year 
Average Return 

 
5.93%  5.94%  7.28% 

 

  

            

* Market Value and Actuarial Value of Assets are for the pension plan and the HIB plan. Valuation Value of Assets are for the pension plan only. 
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Subsection B described the actuarial asset valuation 
method that gradually takes into account fluctuations in the 
market value rate of return. The effect of this is to stabilize 
the actuarial rate of return, which contributes to leveling 
pension plan (and HIB plan) costs. 

CHART 12 

Market Value, Actuarial Value, and Valuation Value of Assets:  Rates of Return for Years Ended June 30, 2005 – 2014* 

This chart illustrates how 
this leveling effect has 
actually worked over the 
years 2005 - 2014. 

* Market Value and Actuarial Value of Assets are for pension and HIB benefits. Valuation Value of Assets are for pension benefits only. 
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Other Experience 
There are other differences between the expected and the 
actual experience that appear when the new valuation is 
compared with the projections from the previous valuation. 
These include: 

 the extent of turnover among the participants, 

 retirement experience (earlier or later than expected), 

 mortality (more or fewer deaths than expected),  

 the number of disability retirements, and 

 salary increases different than assumed. 

The net loss from this other experience for the year ended 
June 30, 2014 amounted to $649,986, which is 0.04% of 
the actuarial accrued liability. 
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Employer contributions consist of two components: 

Normal Cost The annual contribution rate that, if paid annually from a member’s first year of 
membership through the year of retirement, would accumulate to the amount necessary 
to fully fund the member's retirement-related benefits. Accumulation includes annual 
crediting of interest at the assumed investment earnings rate. The contribution rate is 
expressed as a level percentage of the member’s compensation. 

Contribution to the Unfunded 
Actuarial Accrued Liability  
(UAAL) The annual contribution rate that, if paid annually over the UAAL amortization period, 

would accumulate to the amount necessary to fully fund the UAAL. Accumulation 
includes annual crediting of interest at the assumed investment earning rate. The 
contribution (or rate credit in the case of a negative UAAL) is calculated to remain as a 
level percentage of future active member payroll (including payroll for new members as 
they enter the System) assuming a constant number of active members. In order to 
remain as a level percentage of payroll, amortization payments (credits) are scheduled to 
increase at the annual rate of 3.50% (i.e., 3.00% inflation plus 0.50% across-the-board 
salary increase). 

  Plan changes, assumption changes, and experience gains/losses prior to July 1, 2011 are 
amortized over separate decreasing 30-year amortization periods. On or after July 1, 
2011, plan changes are amortized over separate decreasing 15-year periods; assumption 
changes are amortized over separate decreasing 25-year periods; and experience 
gains/losses are amortized over separate decreasing 20-year periods. 

  The recommended employer contribution rates are provided on Chart 13. 

Member contributions: 

1955/1980 Plan Members Employee contribution rates for 1955/1980 Plan members are prescribed in the 
Ordinance. Effective April 17, 2006, the rate of member retirement contributions is 
6.83%, and 6.74% of that rate is allocated to pay pension benefits. The rest, or 0.09%, is 
used to pay HIB benefits. The Board of Directors may adjust the employee rates solely 
pursuant to the terms of a negotiated collective bargaining agreement or memorandum 
of understanding with employee bargaining units. 

D. EMPLOYER AND MEMBER CONTRIBUTIONS 
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Based on bargaining unit contract negotiations in 2013, members are contracted to pay 
the following employee rates (as a percentage of pay) beginning April 22, 2013: 

  
 Member Rate 
 

Effective Date 
(a) 

Total 
(b) 

HIB Plan 
(c) = (a) – (b) 
Pension Plan 

April 17, 2006* 6.83%* 0.09% 6.74% 
April 22, 2013 7.33% 0.09% 7.24% 
April 21, 2014 7.83% 0.09% 7.74% 
April 20, 2015 8.33% 0.09% 8.24% 
April 18, 2016 8.75% 0.09% 8.66% 

*  Pursuant to the Ordinance. 
 
 Based on the rates shown above, we have determined the average member rates used in 

calculating the employer’s Normal Cost rate to be as follows: 
 

 Average Member Rate Used in Calculating the Employer’s 
Normal Cost Rate 

 
Fiscal Year 

(a) 
Total 

(b) 
HIB Plan 

(c) = (a) – (b) 
Pension Plan 

2014/2015 7.93%** 0.09% 7.84% 
2015/2016 8.41%** 0.09% 8.32% 

2016/2017 & Beyond 8.75%** 0.09% 8.66% 
** Based on 80% of the rate in effect at the beginning of the fiscal year and 20% of the rate in 

effect at the end of the fiscal year. 

2013 Tier Members Pursuant to Section 7522.30(a) of the Government Code, 2013 Tier members are 
required to contribute at least 50% of the Normal Cost rate. In addition, there are certain 
additional requirements that would have to be met such as requiring the employee rates 
be rounded to the nearest one quarter of one percent and requiring the new employees to 
pay the contribution rate of “similarly situated employees”, if it is greater. (reference: 
Section 7522.30(c)). We further understand that different rules may have to be applied 
for collectively bargained employees, non-represented, managerial or other supervisory 
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employees. (reference: Section 7522.30(e)). In preparing the Normal Cost rates in this 
report, we have assumed that exactly 50% of the Normal Cost would be paid by the new 
members and we have taken into account in this valuation only the requirements of 
Section 7522.30(c), but not requirements of Section 7522.30(e). We have also compared 
the total Normal Cost rates between the current valuation and the initial CalPEPRA 
valuation so that a rate increase (or decrease) of less than 1% of payroll would result in 
no change to the member’s rate (reference: Section 7522.30(d)). In particular, the total 
Normal Cost rate of 17.56% was determined in the first CalPEPRA valuation and has 
been used since then to determine the 50% of the Normal Cost paid by the employees 
because the change in the total Normal Cost has been less than 1% of payroll. 

 
Accumulation for all members includes crediting of interest at the assumed investment 
earnings rate. The member contribution rates are provided on Chart 13.
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CHART 13 
Recommended Contribution Rates (% of payroll; payable at the end of each pay period) 

  June 30, 2014 Valuation  June 30, 2013 Valuation 

  Rate 
Estimated 

Annual Amount(1)  Rate 
Estimated 

Annual Amount(1) 
1955/1980 Plan       

Total Normal Cost  23.18% $36,523,093  22.86% $36,018,891 
Expected Employee Contributions  -8.32%(2) -13,109,238  -7.84%(3) -12,352,936 
Employer Normal Cost  14.86% $23,413,855  15.02% $23,665,955 
UAAL  22.85% 36,003,135  23.59% 37,169,101 
Total Employer Contribution  37.71% $59,416,990  38.61% $60,835,056 

2013 Tier       
Total Normal Cost  16.82% $1,620,256  17.40% $1,676,127 
Expected Employee Contributions  -8.75% -842,880  -8.75% -842,880 
Employer Normal Cost  8.07% $777,376  8.65% $833,247 
UAAL  22.85% 2,201,121  23.59% 2,272,405 
Total Employer Contribution  30.92% $2,978,497  32.24% $3,105,652 

Combined       
Total Normal Cost  22.81% $38,143,349  22.54% $37,695,018 
Expected Employee Contributions  -8.34% -13,952,118  -7.89% -13,195,816 
Employer Normal Cost  14.47% $24,191,231  14.65% $24,499,202 
UAAL  22.85% 38,204,256  23.59% 39,441,506 
Total Employer Contribution  37.32% $62,395,487  38.24% $63,940,708 
       

(1) Amounts are based on the following June 30, 2014 projected annual payroll: 
1955/1980 Plan $157,562,955 
2013 Tier       9,632,915 
Combined $167,195,870 

(2) The rate of 8.32% payable during fiscal year 2015/2016 is calculated by taking 80% of the total employee rate payable beginning April 20, 2015 (i.e., 
8.33%) and 20% of the total employee rate payable beginning April 18, 2016 (i.e., 8.75%), less the HIB employee contribution rate of 0.09%. 

(3) The rate of 7.84% payable during fiscal year 2014/2015 is calculated by taking 80% of the total employee rate payable beginning April 21, 2014 (i.e., 
7.83%) and 20% of the total employee rate payable beginning April 20, 2015 (i.e., 8.33%), less the HIB employee contribution rate of 0.09%. 



SECTION 2: Valuation Results for the East Bay Municipal Utility District Retirement System  

16 

The employer contribution rates as of June 30, 2014 are 
based on all of the data described in the previous sections, 
the actuarial assumptions described in Section 4, and the 
Plan provisions adopted at the time of preparation of the 
Actuarial Valuation. They include all changes affecting 
future costs, adopted benefit changes, actuarial gains and 
losses, and changes in the actuarial assumptions. 

Reconciliation of Recommended Employer 
Contribution 
The chart below details the changes in the recommended 
employer contribution from the prior valuation to the 
current year’s valuation. 

 Contribution 
Rate 

Estimated 
Amount* 

Recommended Contribution Rate as of June 30, 2013 38.24% $63,940,708 

Effect of actuarial experience during fiscal 2013/2014   
1. Effect of investment gain  (1.17)% $(1,956,192) 
2. Effect of one-year lag in implementing rates 0.01% 16,720 
3. Effect of lower than expected salary increases (0.21)% (351,111) 
4. Effect of higher than expected growth in total payroll (0.31)% (518,307) 
5. Effect of lower than expected retiree COLA increase (0.21)% (351,111) 
6. Effect of other experience losses 0.42% 695,202 
7. Effect of increase in the employee contribution rates for the 1955/1980 Plan members (0.45)% (752,381) 
8. Effect of change in actuarial assumptions 1.00% 1,671,959 

Subtotal (0.92)% $(1,545,221) 

Recommended Contribution Rate as of June 30, 2014 37.32% $62,395,487 

* Based on June 30, 2014 projected annual payroll of $167,195,870. 

The chart reconciles the 
employer contribution 
from the prior valuation 
to the amount 
determined in this 
valuation. 

 

CHART 14 
Reconciliation of Recommended Employer Contribution Rate from June 30, 2013 to June 30, 2014 
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The member contribution rates as of June 30, 2014 are 
based on all of the data described in the previous sections, 
the actuarial assumptions described in Section 4, and the 
Plan provisions adopted at the time of preparation of the 
Actuarial Valuation. They include all changes affecting 
future costs, adopted benefit changes, actuarial gains and 
losses, and changes in the actuarial assumptions. 

Reconciliation of Recommended Employee 
Contribution 
The chart below details the changes in the recommended 
member contribution rate from the prior valuation to the 
current year’s valuation.

The chart reconciles the 
employee contribution 
from the prior valuation to 
the amount determined in 
this valuation. 

 Contribution Rate Estimated Amount* 
Average Contribution Rate as of June 30, 2013 7.89%** $13,195,816 

1. Effect of increase in the employee contribution rates 
for the 1955/1980 Plan members 

 
0.45% 

 
756,302 

Average Contribution Rate as of June 30, 2014 8.34% $13,952,118 

* Based on June 30, 2014 projected annual payroll of $167,195,870. 
** 7.89% is based on a weighted average of the 7.84% rate for members in the 1955/1980 Plan and the 8.75% rate for members in the 2013 Tier 

developed in the June 30, 2013 valuation.  

 

CHART 15 
Reconciliation of Recommended Employee Contribution Rate from June 30, 2013 to June 30, 2014 
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A critical piece of information regarding the Plan’s 
financial status is the funded ratio. This ratio compares the 
actuarial value of assets to the actuarial accrued liabilities 
of the Plan as calculated. High ratios indicate a well-funded 
plan with assets sufficient to cover the plan’s actuarial 
accrued liabilities. Lower ratios may indicate recent 
changes to benefit structures, funding of the plan below 
actuarial requirements, poor asset performance, or a variety 
of other factors.  

The chart below depicts a history of the funded ratios for 
this plan.  

 

E. FUNDED RATIO 

CHART 16 

Funded Ratio for Plan Years Ending June 30, 2005 - 2014 
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Retirement plans are subject to volatility in the level of 
required contributions. This volatility tends to increase as 
retirement plans become more mature.  

The Asset Volatility Ratio (AVR), which is equal to the 
market value of assets divided by total payroll, provides an 
indication of the potential contribution volatility for any 
given level of investment volatility. A higher AVR 
indicates that the plan is subject to a greater level of 
contribution volatility. This is a current measure since it is 
based on the current level of assets. 

For EBMUD, the current AVR is about 7.9. This means 
that a 1% asset gain/(loss) (relative to the assumed 
investment return) translates to about 7.9% of one-year’s 
payroll. Since EBMUD amortizes actuarial gains and 
losses over a 20-year period, there would be a 0.6% of 
payroll decrease/(increase) in the required contribution for 
each 1% asset gain/(loss).

The Liability Volatility Ratio (LVR), which is equal to the 
Actuarial Accrued Liability divided by payroll, provides an 
indication of the longer-term potential for contribution 
volatility for any given level of investment volatility. This 
is because, over an extended period of time, the plan’s 
assets should track the plan’s liabilities. For example, if a 
plan is 50% funded on a market value basis, the liability 
volatility ratio would be double the asset volatility ratio 
and the plan sponsor should expect contribution volatility 
to increase over time as the plan becomes better funded. 

The LVR also indicates how volatile contributions will be 
in response to changes in the Actuarial Accrued Liability 
due to actual experience or to changes in actuarial 
assumptions. 

For EBMUD, the current LVR is about 10.5. This is about 
33% higher than the AVR. Therefore, we would expect 
that contribution volatility will increase over the long-term. 

F. VOLATILITY RATIOS 

 

CHART 17 
Volatility Ratios for Years Ended June 30, 2009 – 2014 

 

 Year Ended June 30 Asset  Volatility Ratio Liability Volatility Ratio 
 

 2009 4.1 8.2 
 

 2010 4.6 8.5 
 

 2011 6.0 9.1 
 

 2012 6.1 9.8 
 

 2013 7.0 10.3 
 

 2014 7.9 10.5 

This chart shows how 
the asset and liability 
volatility ratios have 
varied over time. 
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EXHIBIT A 
Table of Plan Coverage 

i.  All 

 Year Ended June 30   

Category 2014 2013 
Change From 

Prior Year 
Active participants in valuation:    

Number 1,715 1,666 2.9% 
Average age 49.3 49.7 N/A 
Average service 14.3 14.9 N/A 
Projected total payroll $167,195,870 $159,246,357 5.0% 
Projected average payroll $97,490 $95,586 2.0% 
Account balances $151,772,724 $142,761,770 6.3% 
Total active vested participants 1,366 1,379 (0.9)% 

Vested terminated participants*:    
Number 237 232 2.2% 
Average age 49.9 49.8 N/A 

Retired participants:    
Number in pay status 1,174 1,121 4.7% 
Average age 69.3 69.3 N/A 
Average monthly benefit $4,704 $4,519 4.1% 

Disabled participants:    
Number in pay status 58 60 (3.3)% 
Average age 64.5 63.7 N/A 
Average monthly benefit $2,042 $1,985 2.9% 

Beneficiaries:    
Number in pay status 265 259 2.3% 
Average age 75.9 76.0 N/A 
Average monthly benefit $2,345 $2,260 3.8% 
    

* Includes terminated participants due a refund of employee contributions only. 

This exhibit summarizes 
the participant data 
used for the current and 
prior valuations. 
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EXHIBIT A 
Table of Plan Coverage 

ii.  1955/1980 Plan 

 Year Ended June 30   

Category 2014 2013 
Change From 

Prior Year 
Active participants in valuation:    

Number 1,585 1,645 (3.6)% 
Average age 50.3 49.9 N/A 
Average service 15.5 15.1 N/A 
Projected total payroll $157,562,955 $157,851,076 (0.2)% 
Projected average payroll $99,409 $95,958 3.6% 
Account balances $151,306,194 $142,748,194 6.0% 
Total active vested participants 1,366 1,379 (0.9)% 

Vested terminated participants*:    
Number 230 231 (0.4)% 
Average age 50.1 49.8 N/A 

Retired participants:    
Number in pay status 1,174 1,121 4.7% 
Average age 69.3 69.3 N/A 
Average monthly benefit $4,704 $4,519 4.1% 

Disabled participants:    
Number in pay status 58 60 (3.3)% 
Average age 64.5 63.7 N/A 
Average monthly benefit $2,042 $1,985 2.9% 

Beneficiaries:    
Number in pay status 265 259 2.3% 
Average age 75.9 76.0 N/A 
Average monthly benefit $2,345 $2,260 3.8% 
    

* Includes terminated participants due a refund of employee contributions only. 
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EXHIBIT A 
Table of Plan Coverage 

iii.  2013 Tier 

 Year Ended June 30   

Category 2014 2013 
Change From 

Prior Year 
Active participants in valuation:    

Number 130 21 519.0% 
Average age 37.6 38.8 N/A 
Average service 0.7 0.2 N/A 
Projected total payroll $9,632,915 $1,395,281 590.4% 
Projected average payroll $74,099 $66,442 11.5% 
Account balances $466,530 $13,576 3336.4% 
Total active vested participants 0 0 N/A 

Vested terminated participants*:    
Number 7 1 600.0% 
Average age 43.4 48.0 N/A 

Retired participants:    
Number in pay status N/A N/A N/A 
Average age N/A N/A N/A 
Average monthly benefit N/A N/A N/A 

Disabled participants:    
Number in pay status N/A N/A N/A 
Average age N/A N/A N/A 
Average monthly benefit N/A N/A N/A 

Beneficiaries:    
Number in pay status N/A N/A N/A 
Average age N/A N/A N/A 
Average monthly benefit N/A N/A N/A 
    

* Includes terminated participants due a refund of employee contributions only. 
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EXHIBIT B 
Participants in Active Service as of June 30, 2014 
By Age, Years of Service, and Average Projected Payroll 

i. 1955/1980 Plan 

 Years of Service 

Age Total 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40 & over 
Under 25 7 5 2 - - - - - - - - - - - - - - 

 $74,133 $72,878 $77,271 - - - - - - - - - - - - - - 
25 - 29 30 21 9 - - - - - - - - - - - - - - 

 80,005 78,289 84,007 - - - - - - - - - - - - - - 
30 - 34 94 43 45 6 - - - - - - - - - - - - 

 90,424 86,275 93,629 $96,125 - - - - - - - - - - - - 
35 - 39 126 37 56 30 3 - - - - - - - - - - 

 96,206 91,146 96,816 99,905 $110,242 - - - - - - - - - - 
40 - 44 167 28 58 44 30 7 - - - - - - - - 

 97,573 88,490 98,863 97,240 102,113 $105,866 - - - - - - - - 
45 - 49 265 29 71 41 57 44 22 1 - - - - 

 99,442 95,505 98,488 96,650 94,618 104,103 $115,902 $103,599 - - - - 
50 - 54 365 28 54 47 80 80 51 22 3 - - 

 104,671 104,231 103,450 98,796 103,130 105,655 109,376 112,155 $102,775 - - 
55 - 59 292 19 34 32 39 58 70 34 6 - - 

 103,028 99,772 98,206 90,005 99,962 107,592 106,534 108,130 116,117 - - 
60 - 64 179 8 19 15 35 35 34 22 10 1 

 98,422 90,121 98,504 89,768 93,815 103,890 101,626 102,480 94,281 $106,219 
65 - 69 51 1 8 7 13 8 9 4 1 - - 

 94,641 116,121 84,214 85,724 106,526 82,285 100,203 100,065 91,567 - - 
70 & over 9 - - - - - - 2 4 2 - - - - 1 

 71,313 - - - - - - 14,125 91,565 85,142 - - - - 77,026 
Total 1,585 219 356 222 259 236 188 83 20 2 

 $99,409  $91,275  $97,592  $95,879  $98,969  $104,555  $106,983  $107,256  $101,970  $91,623  
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EXHIBIT B 
Participants in Active Service as of June 30, 2014 
By Age, Years of Service, and Average Projected Payroll 

ii. 2013 Tier 

 Years of Service 

Age Total 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40 & over 
Under 25 11 11 - - - - - - - - - - - - - - - - 

 $62,960 $62,960 - - - - - - - - - - - - - - - - 
25 - 29 20 20 - - - - - - - - - - - - - - - - 

 71,705 71,705 - - - - - - - - - - - - - - - - 
30 - 34 26 26 - - - - - - - - - - - - - - - - 

 75,245 75,245 - - - - - - - - - - - - - - - - 
35 - 39 25 25 - - - - - - - - - - - - - - - - 

 76,554 76,554 - - - - - - - - - - - - - - - - 
40 - 44 19 19 - - - - - - - - - - - - - - - - 

 72,969 72,969 - - - - - - - - - - - - - - - - 
45 - 49 14 14 - - - - - - - - - - - - - - - - 

 82,513 82,513 - - - - - - - - - - - - - - - - 
50 - 54 9 9 - - - - - - - - - - - - - - - - 

 71,394 71,394 - - - - - - - - - - - - - - - - 
55 - 59 5 5 - - - - - - - - - - - - - - - - 

 79,460 79,460 - - - - - - - - - - - - - - - - 
60 - 64 1 1 - - - - - - - - - - - - - - - - 

 54,617 54,617 - - - - - - - - - - - - - - - - 
65 - 69 - - - - - - - - - - - - - - - - - - - - 

 - - - - - - - - - - - - - - - - - - - - 
70 & over - - - - - - - - - - - - - - - - - - - - 

 - - - - - - - - - - - - - - - - - - - - 
Total 130 130 - - - - - - - - - - - - - - - - 

 $74,099  $74,099  - - - - - - - - - - - - - - - - 
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EXHIBIT C 
Reconciliation of Participant Data 

 
Active 

Participants 

Vested 
Former 

Participants(1) Disableds 
Retired 

Participants Beneficiaries Total 
Number as of June 30, 2013 1,666 232 60 1,121 259 3,338 

New participants 136 0 0 0 0 136 
Terminations – with vested rights (17) 17 0 0 0 0 
Refund of contributions (2) (2) 0 0 0 (4) 
Retirements (71) (10) 0 81 0 0 
New disabilities 0 0 0 0 0 0 
Return to work 5 (5) 0 0 0 0 
Died with or without beneficiary (2) 0 (2) (28) 6(2) (26) 
Data adjustments 0 5(3) 0 0 0 5 

Number as of June 30, 2014 1,715 237 58 1,174 265 3,449 

(1) Includes terminated participants due a refund of employee contributions only. 
(2) This is the net increase in the number of beneficiaries after subtracting the number of beneficiaries who died during the year. 
(3) Members who were hired and terminated employment during fiscal year 2013/2014. 
 



SECTION 3: Supplemental Information for the East Bay Municipal Utility District Retirement System  

26 

 

EXHIBIT D 
Summary Statement of Income and Expenses on an Actuarial Value Basis for All Pension Plan and HIB Plan Assets 

 Year Ended June 30, 2014  Year Ended June 30, 2013  
Contribution income:     

Employer contributions $70,117,000  $61,567,000  
Employee contributions   12,133,000    10,566,000  

Net contribution income  $82,250,000  $72,133,000 
Investment  income:     

Interest, dividends and other income $23,767,000  $21,286,000  
Recognition of capital appreciation 94,593,558  60,327,489  
Less investment and administrative fees    (4,760,000)     (5,068,000)  

Net investment income  $113,600,558  $76,545,489 
Total income available for benefits  $195,850,558  $148,678,489 

Less benefit payments:     
Benefits paid $(78,149,000)  $(71,760,000)  
Refund of contributions        (116,000)         (335,000)  

Net benefit payments  $(78,265,000)  $(72,095,000) 

Change in amount available for future benefits  $117,585,558  $76,583,489 
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EXHIBIT E 
Summary Statement of Assets for Pension and HIB Plans 

 Year Ended June 30, 2014  Year Ended June 30, 2013  
Cash equivalents  $36,658,000  $34,397,000 
Accounts receivable:     

Brokers, securities sold $2,945,000  $12,127,000  
Employer and employee contributions 3,501,000  2,973,000  
Interest and dividends     2,074,000      2,278,000  

Total accounts receivable  $8,520,000  $17,378,000 
Investments:     

Equities $987,635,000  $812,806,000  
Fixed income investments 251,109,000  230,063,000  
Real estate 68,194,000  53,222,000  
Securities lending collateral 129,511,000  101,523,000  
Other assets         477,000          459,000  

Total investments at market value  $1,436,926,000  $1,198,073,000 
Total assets  $1,482,104,000  $1,249,848,000 

Less accounts payable:     
Accounts payable and accrued expenses $(1,507,000)  $(1,472,000)  
Payables to brokers, securities purchased (4,198,000)  (22,525,000)  
Securities lending collateral (129,511,000)  (101,523,000)  

Total accounts payable  $(135,216,000)  $(125,520,000) 

Net assets at market value  $1,346,888,000  $1,124,328,000 
Net assets at actuarial value  $1,229,955,379  $1,112,369,821 
Net assets at valuation value (pension plan only)  $1,210,321,029  $1,095,847,440 
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EXHIBIT F 
Development of the Fund Through June 30, 2014 for All Pension Plan and HIB Plan Assets 

Year Ended 
June 30 

Employer 
Contributions 

Employee 
Contributions 

Net 
Investment 

Return* 
Benefit 

Payments 

Actuarial Value of 
Assets at 

End of Year 
2006 $35,635,000 $9,426,000 $45,449,540 $42,634,000 $744,230,098 
2007 39,332,000 9,891,000 84,360,520 46,508,000 831,305,618 
2008 44,603,000 10,394,000 72,404,538 50,780,000 907,927,156 
2009 45,803,000 10,740,000 (40,593,156) 54,502,000 869,375,000 
2010 51,756,000 10,918,000 51,966,871 58,109,000 925,906,871 
2011 58,481,000 10,850,000 33,642,654 62,114,000 966,766,525 
2012 59,651,000 10,723,000 65,488,807 66,843,000 1,035,786,332 
2013 61,567,000 10,566,000 76,545,489 72,095,000 1,112,369,821 
2014 70,117,000 12,133,000 113,600,558 78,265,000 1,229,955,379 

      

* Net of investment fees and administrative expenses. 
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EXHIBIT G 
Development of Unfunded Actuarial Accrued Liability for Year Ended June 30, 2014 

   

    

1. Unfunded actuarial accrued liability at beginning of year    $550,686,687 
2. Normal cost at beginning of year    34,987,129 
3. Actual employer and member contributions    (73,628,000) 
4. Interest     
 (a)  For whole year on (1) + (2)   $45,389,721  
 (b)  For half year on (3)   (2,853,085)  
 (c)  Total interest    $42,536,636 

5. Expected unfunded actuarial accrued liability    $554,582,452 
6. Changes due to:*     
 (a)  Gain from investments    $(27,056,567)  
 (b)  Gain on salaries lower than expected   (4,779,553)  
 (c)  Gain from less COLA benefits granted than anticipated   (4,782,581)  
 (d)  Loss from all other sources**   10,000,571  
 (e)  Loss from change in actuarial assumptions   18,421,049  
 (f)  Total changes    $(8,197,081) 

7. Unfunded actuarial accrued liability at end of year    $546,385,371 
      

* Excludes $211,549 loss from contributions less than anticipated due to one-year delay in implementing the higher contribution rate calculated in the 
June 30, 2013 valuation. That loss is already included in the development of item 5. 

** Due to a mortality loss from retired members (about $3.2 M) and larger than expected liabilities for new retirees from active service (about $8.7 M), 
offset somewhat by other actuarial gains (about $1.9 M).  

Note:  The “net loss from other experience” of $438,437 from Section 2, Chart 9 is equal to the sum of items 6(b) through 6(d). 
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EXHIBIT H 
Table of Amortization Bases 

 
Type* 

Date 
Established 

Initial 
Years 

Initial 
Amount 

Outstanding 
Balance 

Years 
Remaining 

Annual 
Payment* 

Experience Gain 6/30/2000 30 $(10,871,830) $(12,633,112) 16 $(1,033,443) 
Change in Assumptions 6/30/2000 30 8,629,891 10,027,972 16 820,332 
Plan Amendments 6/30/2000 30 13,607,265 15,811,700 16 1,293,466 
3.5% COLA Assumption 6/30/2000 30 27,057,441 31,440,863 16 2,571,999 
Experience Loss 6/30/2001 30 2,292,281 2,673,308 17 209,352 
Experience Loss 6/30/2002 30 26,232,251 30,601,432 18 2,301,847 
Plan Amendments 6/30/2002 30 5,111,914 5,963,341 18 448,564 
Experience Loss 6/30/2003 30 43,692,270 50,833,457 19 3,683,685 
Plan Amendments 6/30/2003 30 67,138,578 78,111,891 19 5,660,438 
Experience Loss 6/30/2004 30 32,731,232 37,878,934 20 2,651,445 
New Assumption / Domestic Partners 6/30/2004 30 (9,812,646) (11,355,901) 20 (794,889) 
Experience Loss 6/30/2005 30 26,910,233 30,903,821 21 2,094,526 
Remove Limit Pension Base 6/30/2005 30 27,315,928 31,227,149 21 2,116,439 
Experience Loss 6/30/2006 30 14,160,133 16,102,433 22 1,058,983 
Experience Gain 6/30/2007 30 (3,098,126) (3,481,848) 23 (222,628) 
Experience Gain 6/30/2008 30 (7,800,585) (8,648,855) 24 (538,607) 
Change in Assumptions 6/30/2008 30 51,413,374 57,004,298 24 3,549,938 
Experience Loss 6/30/2009 30 114,894,458 125,473,439 25 7,622,779 
Experience Loss 6/30/2010 30 3,039,098 3,264,211 26 193,746 
Change in Assumptions 6/30/2010 30 8,098,499 8,698,376 26 516,290 
Experience Loss 6/30/2011 30 4,428,038 4,674,660 27 271,452 
Experience Gain 6/30/2012 20 (15,668,764) (15,693,916) 18 (1,180,500) 
Change in Assumptions 6/30/2012 25 53,400,521 54,611,766 23 3,491,852 
Experience Loss 6/30/2013 20 10,858,322 10,881,484 19 788,535 
Experience Gain 6/30/2014 20 (26,406,581) (26,406,581) 20 (1,848,405) 
Change in Assumptions 6/30/2014 25 18,421,049 18,421,049 25 1,119,118 
Total    $546,385,371  $36,846,314 
 

* Beginning of year payment, reflecting level percentage of payroll. 
Note:  The equivalent single amortization period is about 21 years. 
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Section 415 of the Internal Revenue Code (IRC) specifies 
the maximum benefits that may be paid to an individual 
from a defined benefit plan and the maximum amounts that 
may be allocated each year to an individual’s account in a 
defined contribution plan. 

A qualified pension plan may not pay benefits in excess of 
the Section 415 limits. The ultimate penalty for non-
compliance is disqualification: active participants could be 
taxed on their vested benefits and the IRS may seek to tax 
the income earned on the plan’s assets. 

In particular, Section 415(b) of the IRC limits the 
maximum annual benefit payable at the Normal Retirement 
Age to a dollar limit of $160,000 indexed for inflation. 
That limit is $210,000 for 2014 and 2015. Normal 
Retirement Age for these purposes is age 62. These are the 
limits in simplified terms. They must be adjusted based on 
each participant’s circumstances, for such things as age at 
retirement, form of benefits chosen and after tax 
contributions. 

Benefits for members in the non-CalPEPRA plan in excess 
of the limits may be paid through a qualified governmental 
excess plan that meets the requirements of Section 415(m). 

Legal Counsel’s review and interpretation of the law and 
regulations should be sought on any questions in this 
regard. 

Contribution rates determined in this valuation have not 
been reduced for the Section 415 limitations. Actual 
limitations will result in actuarial gains as they occur. 

 

 EXHIBIT I 
Section 415 Limitations  
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The following list defines certain technical terms for the convenience of the reader: 

Assumptions or Actuarial 
Assumptions: The estimates on which the cost of the Plan is calculated including: 

(a) Investment return — the rate of investment yield that the Plan will earn over 
the long-term future; 

(b) Mortality rates — the death rates of employees and pensioners; life 
expectancy is based on these rates; 

(c) Retirement rates — the rate or probability of retirement at a given age; and 

(d) Turnover rates — the rates at which employees of various ages are expected 
to leave employment for reasons other than death, disability, or retirement. 

Normal Cost: The amount of contributions required to fund the benefit allocated to the current year 
of service. 

Actuarial Accrued Liability 
For Actives: The equivalent of the accumulated normal costs allocated to the years before the 

valuation date. 

Actuarial Accrued Liability 
For Pensioners: The single sum value of lifetime benefits to existing pensioners. This sum takes 

account of life expectancies appropriate to the ages of the pensioners and the interest 
that the sum is expected to earn before it is entirely paid out in benefits. 

Unfunded Actuarial Accrued 
Liability: The extent to which the actuarial accrued liability of the Plan exceeds the assets of the 

Plan. There is a wide range of approaches to paying off the unfunded actuarial accrued 
liability, from meeting the interest accrual only to amortizing it over a specific period 
of time. 

Amortization of the Unfunded  
Actuarial Accrued Liability:  Payments made over a period of years equal in value to the Plan’s unfunded actuarial 

accrued liability. 

 EXHIBIT J 
Definitions of Pension Terms 
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Investment Return: The rate of earnings of the Plan from its investments, including interest, dividends and 
capital gain and loss adjustments, computed as a percentage of the average value of 
the fund. For actuarial purposes, the investment return often reflects a smoothing of 
the capital gains and losses to avoid significant swings in the value of assets from one 
year to the next.
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The valuation was made with respect to the following data supplied to us: 
1. Retired participants as of the valuation date (including 265 beneficiaries in pay status)  1,497 
2. Participants inactive during year ended June 30, 2014 with vested rights  237 
3. Participants active during the year ended June 30, 2014  1,715 

Fully vested 1,366  
Not vested 349  

The actuarial factors as of the valuation date are as follows:   

1. Normal cost, beginning of  year  $36,790,940 
2. Present value of future benefits  2,037,717,415 
3. Present value of future normal costs  281,011,015 
4. Actuarial accrued liability   
 Retired participants and beneficiaries $969,653,591  
 Inactive participants with vested rights 41,114,103  
 Active participants 745,938,706  
 Subtotal  $1,756,706,400 
5. Valuation value of assets ($1,346,888,000 at market value for pension and HIB plans, as 

reported by the auditor, and $1,229,955,379 at actuarial value for pension and HIB plans) 
  

$1,210,321,029(1) 
6. Unfunded actuarial accrued liability  $546,385,371 
    

(1) Net of HIB assets. 

 EXHIBIT I 
Summary of Actuarial Valuation Results 
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The determination of the recommended contribution at the 
end of each pay period is as follows: 

 
1955/1980 Plan 

 
2013 Tier 

 
Combined 

1. Total normal cost $36,523,093 $1,620,256 $38,143,349 
2. Expected employee contributions -13,109,238 -842,880 -13,952,118 
3. Employer normal cost:  (1) + (2) $23,413,855 $777,376 $24,191,231 
4. Payment on unfunded actuarial accrued liability 36,003,135 2,201,121 38,204,256 
5. Total recommended contribution $59,416,990 $2,978,497 $62,395,487 
6. Projected payroll $157,562,955 9,632,915 167,195,870 
7. Total recommended contribution as a percentage of projected payroll: (5) ÷ (6) 37.71% 30.92% 37.32% 
     

Note:  The contribution amounts shown above are based on the recommended employer and employee contribution rates payable at the end of each pay 
period, multiplied by the projected payroll. 

 

 EXHIBIT I (continued) 

Summary of Actuarial Valuation Results 
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Plan Year 
Ended June 30 

Annual Required  
Contributions(1),(2) 

Actual 
Contributions 

Percentage 
Contributed 

2005 $27,670,000 $27,687,000 100% 
2006 30,600,000 30,600,000 100% 
2007 33,698,000 33,698,000 100% 
2008 37,387,000 37,387,000 100% 
2009 39,485,000 39,485,000 100% 
2010 44,031,000 44,031,000 100% 
2011 50,987,000 50,987,000 100% 
2012 52,156,000 52,156,000 100% 
2013 53,795,000 53,795,000 100% 
2014 61,660,000 61,660,000 100% 

    

(1) Annual required contributions for the year ended June 30, 2008 were based on adopted contribution rates prepared by the System’s prior actuary. 
(2) Prior to plan year ending June 30, 2014, this was the Annual Required Contribution (ARC). 

 EXHIBIT II 
History of Employer Contributions 



SECTION 4: Reporting Information for the East Bay Municipal Utility District Retirement System  

 

37 

Actuarial 
Valuation 

Date 

Valuation 
Value 

of Assets  
(a) 

Actuarial  
Accrued Liability 

(AAL) 
(b) 

Unfunded/ 
(Overfunded) 

AAL 
(UAAL) 
(b) - (a) 

Funded 
Ratio  

(a) / (b) 

Covered 
Payroll 

(c) 

UAAL as a 
Percentage of 

Covered 
Payroll 

[(b) - (a)] / (c) 
06/30/2005 $692,945 $946,616 $253,671 73.2% $139,514 181.8% 
06/30/2006 740,622 1,039,750 299,128 71.2% 142,373 210.1% 
06/30/2007 827,098 1,126,106 299,008 73.4% 153,394 194.9% 
06/30/2008 900,917 1,244,993 344,076 72.4% 158,499 217.1% 
06/30/2009 862,021 1,323,555 461,534 65.1% 161,893 285.1% 
06/30/2010 915,845 1,396,003 480,158 65.6% 164,085 292.6% 
06/30/2011 954,719 1,446,039 491,320 66.0% 159,505 308.0% 
06/30/2012 1,021,546 1,556,696 535,150 65.6% 158,847 336.9% 
06/30/2013 1,095,847 1,646,534 550,687 66.6% 159,246 345.8% 
06/30/2014 1,210,321 1,756,706 546,385 68.9% 167,196 326.8% 

       

 

 

 EXHIBIT III 
Schedule of Funding Progress  
(Dollar Amounts in Thousands) 
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Valuation date June 30, 2014 
Actuarial cost method Entry Age Cost Method 
Amortization method Level percent of payroll 
Remaining amortization period Plan changes, assumption changes, and experience gains/losses prior to July 1, 2011 are 

amortized over separate decreasing 30-year amortization periods. On or after July 1, 2011, 
plan changes are amortized over separate decreasing 15-year periods; assumption changes are 
amortized over separate decreasing 25-year periods; and experience gains/losses are amortized 
over separate decreasing 20-year periods. 

Asset valuation method Market value of assets less unrecognized returns in each of the last five years. Unrecognized 
return is equal to the difference between the actual market return and the expected return on 
the market value, and is recognized over a five year period, further adjusted, if necessary, to be 
within 30% of the market value. 

Actuarial assumptions:  
Investment rate of return 7.50% 
Inflation rate 3.00%* 
Across the board salary increase 0.50% 
Projected salary increases** Ranges from 4.00% to 9.50% based on years of service 
Cost of living adjustments 3.00% 

Plan membership:  
Retired participants and beneficiaries receiving 
benefits 

 
1,497 

 

Terminated participants entitled to, but not yet 
receiving benefits 

 
237 

 

Active participants 1,715  
Total 3,449  

 

* The maximum amount of pensionable compensation that can be taken into account for 2014 of $115,064 for 2013 Tier members is also assumed to 
increase by 3.00% per year. 

** Includes inflation at 3.00% plus across the board salary increase of 0.50% plus merit and promotional increases. See Exhibit V for these increases. 

 EXHIBIT IV 
Supplementary Information Required by GASB 
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Mortality Rates: 
Pre-retirement,  
After Service Retirement, and 
All Beneficiaries 

Males RP-2000 Combined Healthy Mortality Table projected with scale AA to 2016,  
 set back one year for males 

Females RP-2000 Combined Healthy Mortality Table projected with scale AA to 2016,  
 set back two years for females 
After Disability Retirement: 

Males RP-2000 Combined Healthy Mortality Table projected with scale AA to 2016,  
 set forward six years for males 

Females RP-2000 Combined Healthy Mortality Table projected with scale AA to 2016,  
 set forward six years for females 

The tables shown above were determined to contain sufficient provision appropriate to reasonably reflect future mortality 
improvement, based on a review of mortality experience as of the measurement date. 

Disability Rates: 
  Rate (%)  Rate (%) 
  Age Male Female Age Male Female 
  25 0.000 0.000 50 0.256 0.460 
  30 0.006 0.030 55 0.266 0.560 
  35 0.016 0.068 60 0.288 0.660 
  40 0.068 0.212 65 0.360 0.760 
  45 0.190 0.360    

 

 EXHIBIT V 
Actuarial Assumptions and Actuarial Cost Method 
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Termination Rates: 

 
 Rate (%) 

 Ordinary Withdrawal* 

Service Male Female 

0 1.75 2.75 
1 1.50 2.50 
2 1.25 2.25 
3 1.00 2.00 
4 0.50 1.25 
   

 

  Rate (%)  

  Ordinary Withdrawal** Vested Termination 
  Age Male Female Male Female 
  25 0.42 0.94 5.40 7.00 
  30 0.37 0.84 4.40 6.40 
  35 0.32 0.74 3.10 4.80 
  40 0.27 0.52 1.72 3.40 
  45 0.22 0.34 1.02 2.40 
  50 0.17 0.24 0.72 1.40 
  55 0.12 0.20 0.48 0.70 
  60 0.07 0.14 0.34 0.50 

* Applicable for members with less than five years of service. 
** Applicable after five years of service. 
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Retirement Rates: 
 Rate (%) 

 1955/1980 Plan  2013 Tier 

Age Male Female  Male Female 
52 0.00 0.00  2.00 1.00 
53 0.00 0.00  2.00 1.00 
54* 6.00 3.00  3.00 2.00 
55 8.00 6.00  5.00 4.00 
56 8.00 7.00  6.00 5.00 
57 9.00 7.00  6.00 5.00 
58 9.00 8.00  6.00 5.00 
59 11.00 10.00  8.00 7.00 
60 11.00 10.00  8.00 7.00 
61 14.00 15.00  10.00 11.00 
62 25.00 20.00  19.00 15.00 
63 20.00 15.00  16.00 12.00 
64 10.00 15.00  8.00 12.00 
65 30.00 20.00  26.00 17.00 
66 25.00 20.00  25.00 20.00 
67 35.00 25.00  35.00 25.00 
68 35.00 35.00  35.00 35.00 
69 40.00 35.00  40.00 35.00 
70 100.00 100.00  100.00 100.00 

* The rate for 1955/1980 Plan members age 54 with 30 or more years of service (i.e., eligible for unreduced benefits) is 50% for 
males and females. 
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Retirement Age for Inactive  
Vested Participants: 58 
 
Reciprocity: 30% of members who terminate with a vested benefit are assumed to enter a 

reciprocal system. For reciprocals, we assume 4.00% compensation increases per 
annum. 

Unknown Data for Participants: Same as those exhibited by members with similar known characteristics. If not 
specified, members are assumed to be male. 

Percent Married: The Retirement System has indicated the marital status of each member*. 

Age of Spouse: Spouses/domestic partners of male members are 3 years younger than the member. 
Spouses/domestic partners of female members are 3 years older than the member.  

Future Benefit Accruals: 1.0 year of service per year of employment plus 0.036 years of additional service to 
anticipate conversion of unused sick leave for each year of employment. As directed 
by EBMUD, this assumption has been applied to active members in the 1955/1980 
Plan and the 2013 Tier. 

Net Investment Return: 7.50%, net of investment and administrative expenses. 

Interest Credited to Employee 
Accounts: 7.50% 
 
Inflation: 3.00%** 
 
Across the Board Salary Increases: 0.50% 
 
Cost of Living Increases: 3.00% per annum. 

* 75% of active male members and 58% of active female members were married as of June 30, 2014. Based on past practice, this is not necessarily the 
same as the spouse coverage assumption used in the HIB valuation. Some married members may not elect HIB spouse coverage upon retirement due to 
the additional cost to the member. In our next experience study, we will review the appropriateness of aligning this assumption with the spouse 
coverage assumption in the HIB valuation. 

** The maximum amount of pensionable compensation that can be taken into account for 2014 of $115,064 for 2013 Tier members is also assumed to 
increase by 3.00% per year. 
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Salary Increases:  

  

 

Annual Rate of Compensation Increase 
Inflation:  3.00% per year; plus across the board salary increases of 0.50% 
per year; plus the following merit and promotional increases based on 
years of service: 

Years of 
Service 

Merit and 
Promotional Increases 

0 6.00% 
1 5.00% 
2 4.00% 
3 3.00% 
4 2.00% 
5 1.00% 
6 0.80% 

7+ 0.50% 
 

 
Actuarial Value of Assets: Market value of assets less unrecognized returns in each of the last five years. 

Unrecognized return is equal to the difference between the actual market return and 
the expected return on the market value, and is recognized over a five-year period, 
further adjusted, if necessary, to be within 30% of the market value. 
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Actuarial Cost Method: Entry Age Actuarial Cost Method. Entry Age is the age at the member’s hire  
 date. Actuarial Accrued Liability is calculated on an individual basis and is based on 

costs allocated as a level percentage of compensation. The Normal Cost is calculated 
on an individual basis where the Entry Age Normal Cost is calculated as the sum of 
the individual Normal Costs. 

Changes in Actuarial Assumptions: Based on the June 30, 2014 economic actuarial assumptions study, the following 
actuarial assumptions were changed. Previously, these assumptions were as follows: 

Reciprocity: 30% of members who terminate with a vested benefit are assumed to enter a 
reciprocal system. For reciprocals, we assume 4.25% compensation increases per 
annum. 

Net Investment Return: 7.75%, net of investment and administrative expenses. 

Interest Credited to Employee 
Accounts: 7.75% 
 
Inflation: 3.25%* 
 
Cost of Living Increases: 3.15% per annum. 
 

* The maximum amount of pensionable compensation that can be taken into account for 2013 of $113,700 for 2013 Tier members is also assumed to 
increase by 3.25% per year. 
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Changes in Actuarial Assumptions: (continued) 

 
Salary Increases:  

  

 

Annual Rate of Compensation Increase 
Inflation:  3.25% per year; plus across the board salary increases of 0.50% 
per year; plus the following merit and promotional increases based on 
years of service: 

Years of 
Service 

Merit and 
Promotional Increases 

0 6.00% 
1 5.00% 
2 4.00% 
3 3.00% 
4 2.00% 
5 1.00% 
6 0.80% 

7+ 0.50% 
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This exhibit summarizes the major provisions of the EBMUD included in the valuation. It is not intended to be, nor should it 
be interpreted as, a complete statement of all plan provisions. 

Plan Year: July 1 through June 30 

Census Date: June 30 

Membership Eligibility:  

1955/1980 Plan All employees who first become members before January 1, 2013. 
2013 Tier All employees who first become members on or after January 1, 2013. 

Final Compensation for 
Benefit Determination:  

1955/1980 Plan Highest two consecutive years of compensation earnable (FAS2). 
2013 Tier Highest thirty-six consecutive months of pensionable compensation (FAS3). 

Compensation Limit: 

1955/1980 Plan None 

2013 Tier $115,064 for 2014. 

Normal or Unreduced Retirement Eligibility: 

Age and Service Requirement  

1955/1980 Plan Age 65; 
 Age 62 with 5 years of service; 
 Age 59 with 20 years of service; 
 Age 54 with 30 years of service; 
 Other combinations of age and service between ages 54 and 59. 
2013 Tier  Age 67 with 5 years of service (for unreduced benefit). 

 EXHIBIT VI 
Summary of Plan Provisions 
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Early Retirement Eligibility: 

Age and Service Requirement 
1955/1980 Plan Age 54 with 5 years of service. 

2013 Tier Age 52 with 5 years of service. 

Benefit Formula: 

1955/1980 Plan:  
1955 Formula 2.42% (2.82% if member is credited with District Service on or after January 1, 2004) 

times Final Compensation per year of service including all service extension credit. 
1955/80 Formula 2.42% (2.82% if member is credited with District Service on or after January 1, 2004) 

times Final Compensation per year of service up to August 1, 1980 including all 
service extension credit, plus 2.20% (2.60% if member is credited with District 
Service on or after January 1, 2004) times Final Compensation per year of service 
after August 1, 1980. Applies to members who elected to convert to the 1980 Formula 
in 1980. 

1955/90 Formula 2.42% (2.82% if member is credited with District Service on or after January 1, 2004) 
times Final Compensation per year of service up to January 1, 2000 including all 
service extension credit, plus 2.20% (2.60% if member is credited with District 
Service on or after January 1, 2004) times Final Compensation per year of service 
after January 1, 2000. Applies to members who elected to convert to the 1980 
Formula in 1989. 

1980 Formula 2.20% (2.60% if member is credited with District Service on or after January 1, 2004) 
times Final Compensation per year of service including all service extension credit. 
Applies to all members hired on or after January 1, 1980. 

Service Extension Credit 2.42% (2.82% if member is credited with District Service on or after January 1, 2004) 
for members with any service under the 1955 Formula or 2.20% (2.60% if member is 
credited with District Service on or after January 1, 2004) for members with service 
only under the 1980 Formula times Final Compensation per year of Service Extension 
Credit. Service extension credit is the number of unused sick leave days credited to a 
member at the time of retirement converted on a 260-day basis. The number of such 
days is then doubled for the benefit calculation and for service retirements to meet the 
early retirement provision of the Ordinance. 
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Benefit Formula: (continued) 

1955/1980 Plan:  
Benefit Adjustments Reduced by 3% per year under the age of eligibility for an unreduced benefit, based 

on service at retirement, for retirements before age 63 (before age 62 commencing 
November 1, 2000). Effective July 1, 1999, Service Extension Credit is included in 
the years of service calculation of service for determining eligibility for unreduced 
retirement. 

2013 Tier:  
Retirement Age Benefit Formula 

52 1.00% x FAS3 x Years of Service 

55 1.30% x FAS3 x Years of Service 

60 1.80% x FAS3 x Years of Service 

62 2.00% x FAS3 x Years of Service 

65 2.30% x FAS3 x Years of Service 

67 or later 2.50% x FAS3 x Years of Service 
 

Disability: 

Eligibility Eight years of service (not available for Directors). 
Benefit Greater of: 
 1.5% times Final Compensation per year of service. 
 One-third of Final Compensation. 

Vesting:  

Requirements Five years of service, must leave contributions on deposit, reciprocal service counts 
for vesting purposes. 
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Pre-Retirement Death Benefit: 

Eligibility Eligible for retirement. 
Benefit 50% of the unmodified service retirement benefit to eligible surviving spouse plus the 

lump sum payment of accumulated retirement contributions. 
 
 OR 

Eligibility None. 
Benefit Lump sum payment of accumulated retirement contributions. 

Post-Retirement Death Benefit: 
 50% of the unmodified service retirement benefit to surviving spouse or registered 

domestic partner (tied to the implementation of the AB 205 legislation). 

Member Contributions:  

1955/1980 Plan Effective April 17, 2006, retirement system members contribute at a rate of 6.83% of 
pay, as prescribed in the Ordinance. Based on bargaining unit contract negotiations in 
2013, members are contracted to pay the following employee rates (as a percentage of 
pay) beginning April 22, 2013: 

  
 Member Rate 
 

Effective Date 
(a) 

Total 
(b) 

HIB Plan 
(c) = (a) – (b) 
Pension Plan 

April 17, 2006* 6.83%* 0.09% 6.74% 
April 22, 2013 7.33% 0.09% 7.24% 
April 21, 2014 7.83% 0.09% 7.74% 
April 20, 2015 8.33% 0.09% 8.24% 
April 18, 2016 8.75% 0.09% 8.66% 

* Pursuant to the Ordinance. 
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Member Contributions: (continued) 
  
1955/1980 Plan Based on the rates shown above, the average member rates used in calculating the 

employer’s Normal Cost rate are as follows: 
 

 Average Member Rate Used in Calculating the 
Employer’s Normal Cost Rate 

 
Fiscal Year 

(a) 
Total 

(b) 
HIB Plan 

(c) = (a) – (b) 
Pension Plan 

2014/2015 7.93%* 0.09% 7.84% 
2015/2016 8.41%* 0.09% 8.32% 

2016/2017 & Beyond 8.75%* 0.09% 8.66% 
* Based on 80% of the rate in effect at the beginning of the fiscal year and 20% of the rate in 

effect at the end of the fiscal year. 
 

2013 Tier Initial member contribution rate is set at 50% of the total 2013 Tier Normal Cost rate, 
rounded to the nearest quarter of 1%. Once established, the member contribution rate 
will be adjusted annually to reflect the change in the 2013 Tier Normal Cost rate, but 
only if the change is more than 1% of payroll. 

Cost of Living: Payable July 1 of each year, the basic minimum COLA benefit is the lesser of 3% and 
the actual change in the cost of living index. 

 Excess of the actual change of cost of living index over 3% is accumulated in 
individual retiree COLA banks. 

 Withdrawals from the bank are made in years when the index increases less than 3%. 

 Increases of up to 5% are granted in years when the Retirement Board determines that 
the System is more than 85% funded on a Projected Benefit Obligation basis. In those 
years when the System is more than 85% funded and the cost of living index exceeds 
5%, any excess cost of living over 5% is accumulated in the COLA bank. 
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Cost of Living: (continued) Effective October 1, 2000, in those years when the system is more than 85% funded 
on a Projected Benefit Obligation basis and the cost of living is less than 4%, 
withdrawals from the bank are made to allow cost of living increases up to 4%. 

 

Changes in Plan Provisions: None during July 1, 2013 to June 30, 2014. 

 

 

NOTE: The summary of major plan provisions is designed to outline principal plan benefits as interpreted for purposes 
of the actuarial valuation. If the System should find the plan summary not in accordance with the actual 
provisions, the System should alert the actuary so that both can be sure the proper provisions are valued. 
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January 7, 2015 
 

Mr. Eric L. Sandler 
Director of Finance 
East Bay Municipal Utility District  
375 Eleventh Street 
Oakland, California 94607-4240 
 
Dear Eric: 
 
We are pleased to submit our Health Insurance Benefit Valuation as of June 30, 2014 for the prefunded $450 ($550 for a 
retiree with a spouse or qualified domestic partner) monthly health insurance subsidy. The Governmental Accounting 
Standards Board (GASB) requires employers, such as EBMUD, that pool health insurance premium rates for actives and 
retirees under age 65 to also calculate the liability associated with such pooled premiums for retirees under age 65 on an 
accrual basis. While that liability referred to as the implicit subsidy has to be disclosed, it is not required to be prefunded. The 
contribution rate developed in this report only includes the prefunding requirement for the $450/$550 benefit. The obligation 
required for disclosure purposes will be provided in a separate report. 
 
This valuation is based on financial statements and census data furnished by EBMUD. The actuarial calculations were 
completed under the supervision of Thomas Bergman, ASA, MAAA, Enrolled Actuary. The undersigned are Members of the 
American Academy of Actuaries and meet the qualification requirements to render the actuarial opinion contained herein. 
 
Sincerely, 
 
Segal Consulting, a Member of the Segal Group, Inc. 
 
 
By:    
 Andy Yeung, FCA, ASA, MAAA, EA 

Vice President and Associate Actuary 
 Thomas Bergman, ASA, MAAA, EA 

Assistant Actuary 

JWL/bqb 
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SECTION 1: Valuation Summary for EBMUD Health Insurance Benefit Valuation 

i 

CONTRIBUTION RECOMMENDATIONS AND FUNDING STATUS 
 
 The contribution rate recommended in the June 30, 2014 valuation has been calculated with the layered amortization 

approach as explained in Section 2A. In the aggregate, the total payment from all the UAAL layers was about the same as 
amortizing the entire UAAL over a period of about 18 years. 

 The recommended contribution rate increased from 5.43% of payroll in the June 30, 2013 valuation to 5.49% of payroll in 
the June 30, 2014 valuation. This was primarily the result of the lowering investment return assumption from 7.75% to 
7.50%, recommended in the Review of Economic Actuarial Assumptions for the June 30, 2014 Actuarial Valuations and 
adopted by the Board on September 18, 2014. We have maintained the allocation of 0.09% of the member contribution to 
the HIB plan used in last year’s valuation. 

 This report assumes the HIB subsidy limit will remain at the current levels of $450/$550. Future increases in the HIB 
subsidy will increase the cost of the plan as a percent of pay. 

 For this valuation, we have provided of HIB contribution rates for each of the following: 

• For non-CalPEPRA tier (“1955/1980 Plan”) 

• For CalPEPRA tier (“2013 Tier”) 

• For all tiers combined. 
 



SECTION 1: Valuation Summary for EBMUD Health Insurance Benefit Valuation 

ii 

 The following table summarizes the contribution rate recommendations for the employer and the employee: 
 June 30, 2014 June 30, 2013 
Employer Contribution Rates:  
(payable at the end of each pay period) 

 
Total Rate 

Estimated 
Annual Amount(1) 

 
Total Rate 

Estimated 
Annual Amount(1) 

1955/1980 Plan 5.51% $8,685,000 5.45% $8,587,000  

2013 Tier 5.06% $488,000 5.11% $492,000  

Combined 5.49% $9,173,000 5.43% $9,079,000  
Average Member Contribution Rates:  
(payable at the end of each pay period) 

 
Total Rate 

Estimated 
Annual Amount(1) 

 
Total Rate 

Estimated 
Annual Amount(1) 

1955/1980 Plan 0.09% $141,000 0.09% $141,000  

2013 Tier 0.09% $9,000 0.09% $9,000  

Combined 0.09% $150,000 0.09% $150,000  
(1) Based on June 30, 2014 projected payroll of $167,195,870, $157,562,955 for 1955/1980 Plan members and $9,632,915  for 

2013 Tier members. 

 The following table compares the valuation value of assets and liabilities for the Health Insurance Benefit as of  
June 30, 2014 and June 30, 2013: 

 
 June 30, 2014 June 30, 2013 
1. Valuation Value of Assets $19,634,350 $16,522,381 
2. Actuarial Accrued Liabilities:   
  Current Recipients  $72,034,745  $67,642,679 
  Future Recipients $37,822,072  $36,732,916 
   Total  $109,856,817  $104,375,595 
3.  Liabilities minus Valuation Value of Assets (2) – (1)  $90,222,467   $87,853,214  
4.  Funding Ratio (1) ÷ (2) 17.87% 15.83% 

 

 



SECTION 2: Valuation Results for EBMUD Health Insurance Benefit Valuation 

1 

Pursuant to Section 36 of the Ordinance, the Retirement 
Board is authorized to administer a Health Insurance Benefit 
(HIB) through an IRC Section 401(h) account. The HIB may 
be used for the payment of sickness, accident, hospitalization, 
and medical expenses as permitted under the IRC and as 
authorized by the Retirement Board. In particular, the 
Retirement Board has authorized the use of the HIB towards 
the payment of medical insurance premiums. 
This report does not provide information required for 
disclosure under GASB Statements 43 and 45. Such 
information will be provided in a separate report. 
In this valuation, we have used a layered amortization 
approach to determine the contribution rate to fund the 
Unfunded Actuarial Accrued Liability (UAAL). Plan 
changes, assumption changes, and experience gains/losses 
prior to July 1, 2011 are amortized over separate decreasing 
30-year amortization periods. On or after July 1, 2011, plan 
changes are amortized over separate decreasing 15-year 
periods; assumption changes from the experience study are 
amortized over separate decreasing 25-year periods; and 
experience gains/losses (including year-to-year health 
assumption changes) are amortized over separate decreasing 
20-year periods. The above payments would continue to be 
expressed as a level percent of a growing payroll base. 

The cost of the HIB is funded by both employer and 
employee contributions. The contribution rates for the 
employer are calculated to provide for the ongoing normal 
cost, plus any amounts necessary to fund any shortfall 
between the valuation value of assets and the actuarial 
accrued liabilities. 
A summary of the Health Insurance Benefit provisions is 
displayed in Section 3, Exhibit III.
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It is desirable to have level and predictable plan costs from 
one year to the next. For this reason, the Board has approved 
an asset valuation method that gradually adjusts to market 
value. Under this valuation method, the full value of market 
fluctuations is not recognized in a single year and, as a result, 
the asset value and the plan costs are more stable. 

The amount of the adjustment to recognize market value is 
treated as income, which may be positive or negative. 
Realized and unrealized gains and losses are treated equally 
and, therefore, the sale of assets has no immediate effect on 
the actuarial value. 

B. FINANCIAL INFORMATION 

The chart shows the 
determination of the 
actuarial value of assets 
as of the valuation date.  

 

CHART 1 
 

Determination of Actuarial Value of Assets for Year Ended June 30, 2014 (for pension and HIB plans) 
 

1. Market value of assets:      
 

 (a)  Pension plan     $1,325,387,000 
 

 (b)  HIB plan     21,501,000 
 

 (c)  Total     $1,346,888,000 
 

       
 

  Actual Market Expected Market Investment Deferred Deferred 
 

2. Calculation of deferred return: Return (net) Return (net) Gain / (Loss) Factor Return 
 

 (a)  Year ended June 30, 2008 $(76,707,000) $75,340,031 $(152,047,031)   
 

 (b)  Year ended June 30, 2009 (171,905,000) 69,269,846 (241,174,846) see footnote (1) below 
 

 (c)  Year ended June 30, 2010 95,737,000 55,360,181 40,376,819   
 

 (d)  Year ended June 30, 2011 191,970,000 61,812,840 130,157,160 25% $368,118 
 

 (e)  Year ended June 30, 2012 15,202,000 77,600,360 (62,398,360) 40% (24,959,344) 
 

 (f)  Year ended June 30, 2013 137,318,000 76,491,803 60,826,197 60% 36,495,718 
 

 (g)  Year ended June 30, 2014 218,575,000 87,289,839 131,285,161 80% 105,028,129 
 

 (h)  Total unrecognized return*     $116,932,621 
 

3. Preliminary actuarial value:  (1c) - (2h)     $1,229,955,379 
 

4. Adjustment to be within 30% corridor of market value     0 
 

5. Final actuarial value of assets for pension and HIB plans:  (3) + (4)     $1,229,955,379 
 

6. Actuarial value as a percentage of market value:  (5) ÷ (1c)     91.3%. 
 

7. Valuation value of HIB assets:  (1b) ÷ (1c) x (5)     $19,634,350 
 

     

 

(1)  Based on action taken by the Board in 2012, the total deferred gain of $1,472,475 through June 30, 2011 as of that valuation has been recognized in 
four level amounts, with one year of recognition remaining after the June 30, 2014 valuation. 

*  The amount of deferred return that will be recognized in each subsequent valuation is as follows (amounts may not total exactly due to rounding): 

6/30/2015 $26,310,719 
6/30/2016 25,942,600 
6/30/2017 38,422,272 
6/30/2018 26,257,032 
Total $116,932,621 
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C. FUNDING RATIO 

The funding of the Health Insurance Benefit comes from the following sources:   
1. The valuation value of HIB assets, which equals $19,634,350 as of June 30, 2014;  
2. Contributions from the employer; and  
3. Contributions from the employees. 
 
The following table provides the funding status of the Health Insurance Benefit as of June 30, 2014 and June 30, 2013: 
 

 June 30, 2014 June 30, 2013 

1. Valuation Value of Assets $19,634,350 $16,522,381 

2. Actuarial Accrued Liabilities:   

  Current Recipients  $72,034,745  $67,642,679 

  Future Recipients $37,822,072  $36,732,916 

   Total  $109,856,817  $104,375,595 

3.  Liabilities minus Valuation Value of Assets (2) – (1) $90,222,467   $87,853,214  

4.  Funding Ratio (1) ÷ (2) 17.87% 15.83% 

 

The contribution requirements are determined based on the Entry Age Funding Method. The excess of the actuarial accrued 
liability over assets (Item 3 in the above table) is amortized as a level percentage of payroll for current active members. The 
employer contribution rates are derived on the following page. 
 



SECTION 2: Valuation Results for EBMUD Health Insurance Benefit Valuation 

 

4 

D. RECOMMENDED CONTRIBUTION 

The amount of annual contribution required to fund the 
HIB is comprised of a net employer normal cost payment 
and a payment on the unfunded actuarial accrued liability. 
This total amount is then divided by the projected payroll 
for active members to determine the contribution rate of 
5.49% of payroll for this year’s valuation compared to 
5.43% for last year’s valuation. 

 
 
 
 

 

CHART 2 
Recommended Contribution (% of payroll) Payable at End of Pay Period 

    
  June 30, 2014 June 30, 2013 

  1955/1980 
Plan 

2013 
Tier Combined 

1955/1980 
Plan 

2013 
Tier Combined 

1. Total Normal Cost 1.31% 0.86% 1.29% 1.30% 0.96% 1.28% 

2. Expected employee contributions -0.09% -0.09% -0.09% -0.09% -0.09% -0.09% 

3. Employer normal cost: (1) + (2) 1.22% 0.77% 1.20% 1.21% 0.87% 1.19% 

4. Unfunded/(overfunded) actuarial accrued liability 4.29% 4.29% 4.29% 4.24% 4.24% 4.24% 

5. Total recommended contribution, end of each pay 
period 

5.51% 5.06% 5.49% 5.45% 5.11% 5.43% 

        
    

The chart compares 
this valuation’s 
recommended 
contribution with the 
prior valuation. 
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EXHIBIT I 
Table of Amortization Bases 

Amortization Bases 

 
Type 

Date 
Established 

Initial 
Years 

Initial 
Amount 

Outstanding 
Balance 

Years 
Remaining 

Annual 
Payment* 

Initial HIB Base 6/30/1997 30 $15,829,000 $17,745,796 13 $1,696,674 
Combined Base 6/30/1998 30 (195,000) (222,296) 14 (20,081) 

Combined Base 6/30/1999 30 6,467,754 7,460,098 15 639,908 
Combined Base 6/30/2000 30 5,543,694 6,441,792 16 526,967 

Combined Base 6/30/2001 30 794,097 926,093 17 72,524 

Combined Base 6/30/2002 30 18,413,242 21,480,109 18 1,615,739 

Combined Base 6/30/2003 30 6,628,441 7,711,811 19 558,842 
Combined Base 6/30/2004 30 1,942,176 2,304,021 20 161,277 

Combined Base 6/30/2005 30 8,019,739 9,014,085 21 610,935 

Combined Base 6/30/2006 30 (1,769,952) (2,012,728) 22 (132,368) 

Experience Loss 6/30/2007 30 2,878,105 3,234,577 23 206,817 
Combined Base 6/30/2008 30 12,125,015 13,443,544 24 837,196 

Combined Base 6/30/2009 30 (1,240,538) (1,354,761) 25 (82,305) 
Combined Base 6/30/2010 30 463,026 497,323 26 29,518 
Combined Base 6/30/2011 30 (60,151) (63,501) 27 (3,687) 
Experience Gain 6/30/2012 20 (1,251,821) (1,253,831) 18 (94,313) 
Assumption Changes 6/30/2012 25 3,374,832 3,451,381 23 220,680 
Experience Gain 6/30/2013 20 (1,155,658) (1,158,123) 19 (83,924) 
Experience Loss 6/30/2014 20 21,287 21,287 20 1,490 
Assumption Changes 6/30/2014 25 2,555,790 2,555,790 25 155,270 
Total    $90,222,467   $6,917,159 
 

* Level percentage of payroll 

Note: The equivalent single amortization period is about 18 years. 
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EXHIBIT II 
Actuarial Assumptions/Methods 

Mortality Rates: 
Pre-retirement and 
After Service Retirement: RP-2000 Combined Healthy Mortality Table projected with Scale AA to 2016, set back 

one year for males 
 RP-2000 Combined Healthy Mortality Table projected with Scale AA to 2016, set back 

two years for females 
After Disability Retirement: RP-2000 Combined Healthy Mortality Table projected with Scale AA to 2016, set 

forward six years for males 
 RP-2000 Combined Healthy Mortality Table projected with Scale AA to 2016, set 

forward six years for females 

 The tables shown above were determined to contain sufficient provision appropriate to 
reasonably reflect future mortality improvement, based on a review of mortality 
experience as of the measurement date. 

Disability Rates: 
  Rate (%) 
   Age Male Female 
   25 0.000 0.000 
   30 0.006 0.030 
   35 0.016 0.068 
   40 0.068 0.212 
   45 0.190 0.360 
   50 0.256 0.460 
   55 0.266 0.560 
   60 0.288 0.660 
   65 0.360 0.760 
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Termination Rates: 

 
 Rate (%) 

 Ordinary Withdrawal* 

Service Male Female 

0 1.75 2.75 
1 1.50 2.50 
2 1.25 2.25 
3 1.00 2.00 
4 0.50 1.25 
   

  Rate (%)  

  Ordinary Withdrawal** Vested Termination 
  Age Male Female Male Female 
  25 0.42 0.94 5.40 7.00 
  30 0.37 0.84 4.40 6.40 
  35 0.32 0.74 3.10 4.80 
  40 0.27 0.52 1.72 3.40 
  45 0.22 0.34 1.02 2.40 
  50 0.17 0.24 0.72 1.40 
  55 0.12 0.20 0.48 0.70 
  60 0.07 0.14 0.34 0.50 
* Applicable for members with less than five years of service. 

** Applicable after five years of service. 
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Retirement Rates: 
 Rate (%) 

 1955/1980 Plan  2013 Tier 

Age Male Female  Male Female 
52 0.00 0.00  2.00 1.00 
53 0.00 0.00  2.00 1.00 
54* 6.00 3.00  3.00 2.00 
55 8.00 6.00  5.00 4.00 
56 8.00 7.00  6.00 5.00 
57 9.00 7.00  6.00 5.00 
58 9.00 8.00  6.00 5.00 
59 11.00 10.00  8.00 7.00 
60 11.00 10.00  8.00 7.00 
61 14.00 15.00  10.00 11.00 
62 25.00 20.00  19.00 15.00 
63 20.00 15.00  16.00 12.00 
64 10.00 15.00  8.00 12.00 
65 30.00 20.00  26.00 17.00 
66 25.00 20.00  25.00 20.00 
67 35.00 25.00  35.00 25.00 
68 35.00 35.00  35.00 35.00 
69 40.00 35.00  40.00 35.00 
70 100.00 100.00  100.00 100.00 

* The rate for 1955/1980 Plan members age 54 with 30 or more years of service (i.e., eligible for unreduced benefits) is 50% for males 
and females. 
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Retirement Age for Inactive  
Vested Participants: 58 

Unknown Data for Participants: Same as those exhibited by members with similar known characteristics. If not 
specified, members are assumed to be male. 

Spouse Coverage: 80% of males and 50% of females are assumed to elect spouse HIB coverage at 
retirement*. For current retirees, we relied upon the coverage indicated in the data. 

Age of Spouse: Spouses/domestic partners of male members are 3 years younger than the member.  

 Spouses/domestic partners of female members are 3 years older than the member. 

Future Benefit Accruals:  1.0 year of service per year. 

Net Investment Return: 7.50%, net of investment and administrative expenses. 

Inflation: 3.00% 

Across the Board Salary Increases: 0.50% 

Payroll Growth: 3.50% 

 

 

 

* Based on past practice, this is not necessarily the same as the percent married assumption used in the pension valuation. Some married 
members may not elect HIB spouse coverage upon retirement due to the additional cost to the member. In our next experience study, we 
will review the appropriateness of aligning this assumption with the percent married assumption in the pension valuation. 
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Salary Increases:  

Annual Rate of Compensation Increase 
Inflation: 3.00% per year; plus across the board salary increases of 0.50% per 
year; plus the following merit and promotional increases based on years of 
service: 

Years of Service Merit and Promotional Increases 

0 6.00% 
1 5.00 
2 4.00 
3 3.00 
4 2.00 
5 1.00 
6 0.80 
7+ 0.50 

 
Actuarial Value of Assets: Market value of assets less unrecognized returns in each of the last five years. 

Unrecognized return is equal to the difference between the actual market return and the 
expected return on the market value, and is recognized over a five-year period, further 
adjusted, if necessary, to be within 30% of the market value. 

Actuarial Cost Method: Entry Age Actuarial Cost Method. Entry Age is the age at the member’s hire date. 
Actuarial Accrued Liability is calculated on an individual basis and is based on costs 
allocated as a level percentage of compensation. The Normal Cost is calculated on an 
individual basis where the Entry Age Normal Cost is calculated as the sum of the 
individual Normal Costs.  
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Participation in Health Insurance 
Benefit Plan: 

 
95% of future eligible retirees are assumed to enroll in the HIB plan. All current 
pensioners and beneficiaries with a retiree health insurance cash subsidy were valued. 

47.5% of current and future deferred vested members are assumed to enroll in the 
HIB plan (50% of the future retiree election percent). 

Average HIB subsidy: For current retirees, we have used the HIB benefit on record. For future retirees, we 
have assumed that: 
Retirees under age 65 with single HIB coverage will receive an average $450 monthly 

benefit as of July 1, 2014, 
Retirees under age 65 with spouse HIB coverage will receive an average $540 

monthly benefit as of July 1, 2014, 
Retirees age 65 and over with single HIB coverage will receive an average $427 

monthly benefit as of July 1, 2014, 
Retirees age 65 and over with spouse HIB coverage will receive an average $531 

monthly benefit as of July 1, 2014. 

Projected HIB subsidy increase: We have projected the HIB medical benefit to increase with medical trend until it 
reaches the limits described in the Summary of Plan Provisions. The benefit limits are 
projected to remain unchanged at the current levels of $450/$550. 
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Carrier Election And Monthly Premiums – Participant Under Age 65: 
 

 

2014 Calendar Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER  Monthly Premium Monthly Premium Monthly Premium 
        
Kaiser  $598.98 $1,197.96 $598.98 
     
Blue Cross  $720.57 $1,645.36 $720.57 
     
Health Net  $982.28 $1,964.56 $982.28 
                 
2015 Calendar Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER  Monthly Premium Monthly Premium Monthly Premium 
        
Kaiser  $572.53 $1,145.06 $572.53 
     
Blue Cross  $742.90 $1,512.57 $742.90 
     
Health Net  $1,079.32 $2,158.63 $1,079.32 
           
2014-2015 Fiscal Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER 
Election 
Percent Monthly Premium Monthly Premium Monthly Premium 

      
Kaiser 70 $585.57 $1,171.14 $585.57 
     
Blue Cross 20 $731.74 $1,578.97 $731.74 
     
Health Net 10 $1,030.80 $2,061.60 $1,030.80 
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Carrier Election and Monthly Premiums – Participant Age 65 and Older: 
 
 

* We assume all future Kaiser Medicare retirees will elect the High option. 

2014 Calendar Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER  Monthly Premium Monthly Premium Monthly Premium 
     
Kaiser  $312.80 $625.60 $312.80 
     
Blue Cross  $518.75 $1,228.56 $518.75 
     
Health Net  $539.52 $1,079.04 $539.52 
                 
2015 Calendar Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER  Monthly Premium Monthly Premium Monthly Premium 
        
Kaiser*  $311.35 $622.70 $311.35 
     
Blue Cross  $484.74 $985.84 $484.74 
     
Health Net  $566.50 $1,133.00 $566.50 
           
2014-2015 Fiscal Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER 
Election 
Percent Monthly Premium Monthly Premium Monthly Premium 

      
Kaiser 60 $312.08 $624.15 $312.08 
     
Blue Cross 28 $501.75 $1,107.20 $501.75 
     
Health Net 12 $553.01 $1,106.02 $553.01 
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Health care cost trend rates  

Trends to be applied in following fiscal years, to all health plans 
Trends to be applied to premium for shown fiscal year to calculate next fiscal year’s projected premium 
First Fiscal Year (July 1, 2015 through June 30, 2016) 
 

PLAN Kaiser HealthNet Blue Cross 

Trend to be applied to 2014-2015 Fiscal Year premium 1.16% 8.37% 5.08% 

  
The fiscal year trend rates are based on the following 
calendar year trend rates: 

Fiscal Year Trend Calendar Year 
Trend (applied to calculate 
following year premium) 

   Non-Medicare Medicare 

2015-2016 6.875% 2015 7.00% 7.00% 

2016-2017 6.625% 2016 6.75 6.75 

2017-2018 6.375% 2017 6.50 6.50 

2018-2019 6.125% 2018 6.25 6.25 

2019-2020 5.875% 2019 6.00 6.00 

2020-2021 5.625% 2020 5.75 5.75 

2021-2022 5.375% 2021 5.50 5.50 

2022-2023 5.125% 2022 5.25 5.25 

2023-2024 and later 5.000% 2023 and later 5.00 5.00 

 

Changes in Actuarial Assumptions Medical election assumption, trends and premiums were updated. 
 The average HIB subsidy for future retirees was updated. 
 The investment return assumption was lowered from 7.75% to 7.50% 
 The inflation component of the salary increase assumption was lowered from 3.25% to 

3.00%. 
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EXHIBIT III 
Summary of Plan 

Plan Year: July 1 through June 30 

Census Date: June 30  
 

Normal or Unreduced Retirement Eligibility: 

Age and Service Requirement  

1955/1980 Plan Age 65; 
 Age 62 with 5 years of service; 
 Age 59 with 20 years of service; 
 Age 54 with 30 years of service; 
 Other combinations of age and service between ages 54 and 59. 
2013 Tier  Age 67 with 5 years of service (for unreduced benefit). 

Early Retirement Eligibility: 

Age and Service Requirement 
1955/1980 Plan Age 54 with 5 years of service. 

2013 Tier Age 52 with 5 years of service. 
 
Covered Members: All members with at least 5 years of service. 
 
Member Contribution Rate: 0.09% 
 
Employer Contribution Rate: 100% of total cost net of the 0.09% rate paid by the employee. 
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Benefit Formula: For members entering the System prior to July 1, 1996, a monthly allowance of up to 
$450 ($550 for married retirees and retirees with financially dependent registered 
domestic partners) is paid to retirees with at least five years of full-time service to 
reimburse employee-paid medical expenses. 

 For members entering the System after June 30, 1996, the members shall receive the 
full monthly allowance multiplied by the applicable percentage below based on years 
of full-time service.  

Years of Full-time Service Percent of HIB 
Less than 5 0% 

5-9 25% 
10-14 50% 
15-19 75% 

20 or more 100% 

 An eligible surviving spouse may receive a Health Insurance Benefit of up to $450 per 
month. 
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100 Montgomery Street, Suite 500 San Francisco, CA  94104 
T 415.263.8200  www.segalco.com 

 
January 7, 2015 
 
Mr. Eric L. Sandler 
Director of Finance 
East Bay Municipal Utility District 
375 Eleventh Street 
Oakland, California 94607-4240 
 
Dear Eric: 
 
We are pleased to submit this Actuarial Valuation and Review of Other Postemployment Benefits (OPEB) as of June 30, 2014  
under Governmental Accounting Standards Board Statements 43 and 45. The report summarizes the actuarial data used in the 
valuation, discloses the Net OPEB obligation (NOO) as of June 30, 2014, establishes the Annual Required Contribution (ARC) 
for the 2015/2016 plan year, and analyzes the preceding year’s experience. This report was based on the census and financial 
data and the terms of the Plan as provided by the District. The actuarial calculations were completed under the supervision of 
Thomas Bergman, ASA, MAAA, EA.  
This actuarial valuation has been completed in accordance with generally accepted actuarial principles and practices. To the 
best of our knowledge, the information supplied in this actuarial valuation is complete and accurate. Further, in our opinion, 
the assumptions used in this valuation and described in Exhibit II are reasonably related to the experience of and the 
expectations for the Plan. The actuarial projections are based on these assumptions and the plan of benefits as summarized in 
Exhibit III. 
Sincerely, 
 
Segal Consulting, a Member of The Segal Group, Inc. 
 
 
 
 
By: Andy Yeung, ASA, MAAA, FCA, EA 

Vice President and Associate Actuary  
 Thomas Bergman, ASA, MAAA, EA 

Assistant Actuary  
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PURPOSE 
This report presents the results of our actuarial valuation of 
East Bay Municipal Utility District (the “District”) OPEB 
plan as of June 30, 2014. The results are in accordance 
with the Governmental Accounting Standards, which 
prescribe an accrual methodology for accumulating the 
value of other postemployment benefits (OPEB) over 
participants’ active working lifetimes.  

HIGHLIGHTS OF THE VALUATION 
 A separate report provides the funding requirement for 

a monthly health insurance subsidy of $450 ($550 for 
married retirees or retirees with qualified domestic 
partners). GASB requires employers, such as EBMUD, 
that pool health insurance premium rates for actives 
and retirees under age 65 to also calculate on an 
accrual basis the liability associated with such pooled 
premiums for retirees under age 65. That liability, 
referred to as the implicit subsidy, is included in this 
valuation in addition to the liability for the $450/$550 
subsidy. 

 According to GASB, the discount rate used to 
determine the accrual rate should be based on an 
analysis of the amount of assets currently held to pay 
for retiree health benefits relative to the retiree health 
liability. GASB Statement 45 paragraph 13 (c) states 
“…the investment return assumption (discount rate) 
should be the estimated long-term investment yield on 
the investments that are estimated to be used to finance 
the payment of benefits, with consideration given to 
the nature and mix of current and expected 
investments…” The 7.00% discount rate used in this 
valuation is based on a weighted average of a 7.50% 
discount rate for a fully funded plan with 4.50% 

discount rate assuming no prefunding of any liabilities 
and only District’s assets are available to pay these 
benefits.  This rate is unchanged from that we used in 
the last valuation as of June 30, 2013.1 

 It is our understanding that the Annual Required 
Contribution (ARC) for the valuation as of June 30, 
2014 will be used for the 2015/2016 fiscal year and the 
ARC for each subsequent fiscal year would follow 
with a similar 12-month lag between the date of the 
valuation and the date of the rate implementation. 
Please note that this is consistent with the time lag that 
is in place for the payment of cash contributions for the 
pension plan and the $450/$550 subsidy. 

 The unfunded actuarial accrued liability (UAAL) as of 
June 30, 2014 is $120,781,571 and the UAAL from the 
prior valuation was $121,597,635. 

 As of June 30, 2014, the ratio of actuarial value of 
assets to the AAL (the funded ratio) is 13.98%. Last 
year, the funded ratio was 11.96%. The funded ratio on 
a market value of assets basis increased from 12.09% 
to15.31% in this valuation. 

 Based on prior input provided by the Plan’s auditor, we 
have included only cash payments made explicitly to 
fund the $450/$550 subsidy as contributions. In 
particular, we have excluded as contributions, all the 
implicit subsidies that the District has paid. 

                                                 
1  Before rounding to the nearest 0.25%, the weighted of average 

discount rate calculations of June 30, 2014 is 6.92%. Before rounding 
to the nearest 0.25%, the weighted average discount rate calculated 
as of June 30, 2013 is 7.09%. 
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 The Annual Required Contribution (ARC) increased 
to $11,204,813 this year. The ARC was $10,879,347 
last year. Both numbers have been adjusted with 
interest to the middle of the year.  

 We have provided the results of the HIB funding 
valuation in a separate report. 

 Based on prior directions from the District, we have 
not included in this valuation any projected excise tax 
that may be imposed by the Affordable Care Act and 
other related statutes. 
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SUMMARY OF VALUATION RESULTS 
 June 30, 2014 June 30, 2013 
Actuarial Accrued Liability (AAL) $140,415,921 $138,120,016 
Actuarial Value of Assets (AVA) 19,634,350 16,522,381 
Unfunded Actuarial Accrued Liability 120,781,571 121,597,635 
Funded Ratio 13.98% 11.96% 
Market Value of Assets (MVA) $21,501,000 $16,700,000 
Funded Ratio on MVA Basis 15.31% 12.09% 
   

Annual Required Contribution (ARC) for Fiscal Years 2015/2016 2014/2015 
Normal cost (beginning of year) $3,522,321 $3,514,495 
Amortization of the unfunded actuarial accrued liability 7,309,780 7,002,966 
Adjustment for timing 372,712 361,886 
Total Annual Required Contribution, including adjustment for timing* $11,204,813 $10,879,347 
Covered payroll $167,195,870 $159,246,357 

   

Total Participants 3,316 3,212 
   

Annual OPEB Cost (AOC) for Fiscal Years 2015/2016 2014/2015 2013/2014 
Annual Required Contributions $11,590,348 $11,253,683 $11,195,860 
Interest on Net OPEB Obligations N/A 1,532,758 1,362,216 
ARC Adjustments N/A -1,545,755 -1,373,767 
Total Annual OPEB Cost N/A $11,240,686 $11,184,309 

 

* The ARCs, when adjusted with interest to end of year, are $11,590,348 and $11,253,683 for 2015/2016 and 2014/2015, respectively. 

The key valuation 
results for the current 
and prior years are 
shown. 
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January 7, 2015 

ACTUARIAL CERTIFICATION 
 

This is to certify that Segal Consulting, a Member of The Segal Group, Inc. has conducted an actuarial valuation of certain 
benefit obligations of East Bay Municipal Utility District’s other postemployment benefit programs as of June 30, 2014, in 
accordance with generally accepted actuarial principles and practices. The actuarial calculations presented in this report have 
been made on a basis consistent with our understanding of GASB Statements 43 and 45 for the determination of the liability 
for postemployment benefits other than pensions. 

The actuarial valuation is based on the plan of benefits verified by the District and reliance on participant, premium, claims and 
expense data provided by the District or from vendors employed by the District. Segal Consulting has not audited the data 
provided. The accuracy and comprehensiveness of the data is the responsibility of those supplying the data. Segal Consulting, 
however, has reviewed the data for reasonableness and consistency. 

The actuarial computations made are for purposes of fulfilling plan accounting requirements. Determinations for purposes 
other than meeting financial accounting requirements may be significantly different from the results reported here. 
Accordingly, additional determinations may be needed for other purposes, such as judging benefit security at termination of the 
plan, or determining short-term cash flow requirements. 

To the best of our knowledge, this report is complete and accurate and in my opinion presents the information necessary to 
comply with GASB Statements 43 and 45 with respect to the benefit obligations addressed. The signing actuary is a member of 
the Society of Actuaries, the American Academy of Actuaries, and other professional actuarial organizations and meets the 
“General Qualification Standards for Statements of Actuarial Opinions” to render the actuarial opinion contained herein. 

 

 

   

Thomas Bergman, ASA, MAAA, EA 
Assistant Actuary 
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The actuarial present value of total projected benefits uses 
the actuarial assumptions disclosed in Section 4 to 
calculate the value today of all benefits expected to be paid 
to current actives and retired plan members. The actuarial 
balance sheet shows the expected breakdown of how these 
benefits will be financed. 

 

 

 

CHART 1 

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

 
Actuarial Present Value 

of Total Projected Benefits (APB) 
 

 June 30, 2014 June 30, 2013 
 

Participant Category   
 

Current retirees, beneficiaries, and dependents $83,428,329 $80,781,571 
 

Current active members 76,767,015 76,858,141 
 

Terminated members entitled but not yet eligible 5,798,646 5,863,047 
 

Total  $165,993,990 $163,502,759 
 

   

 

 June 30, 2014 June 30, 2013 
 

Actuarial Balance Sheet   
 

The actuarial balance sheet as of the valuation date is as follows:   
 

 Assets   
 

1. Actuarial value of assets $19,634,350 $16,522,381 
 

2. Present value of future normal costs 25,578,069 25,382,743 
 

3. Unfunded actuarial accrued liability 120,781,571 121,597,635 
 

4. Present value of current and future assets $165,993,990 $163,502,759 
 

 Liabilities   
 

5. Actuarial Present Value of total Projected Benefits $165,993,990 $163,502,759 
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The actuarial accrued liability shows that portion of the 
APB (Chart 1) allocated to periods prior to the valuation 
date by the actuarial cost method. The chart below shows 
the portion covered by accumulated plan assets, and 
reconciles the unfunded actuarial accrued liability from last 
year to this year. 

 
 

CHART 2 

Actuarial Accrued Liability (AAL) and Unfunded AAL (UAAL) 
 

 June 30, 2014 June 30, 2013 
 

Participant Category   
 

Current retirees, beneficiaries, and dependents $83,428,329 $80,781,571 
 

Current active members 51,188,946 51,475,398 
 

Terminated members entitled but not yet eligible 5,798,646 5,863,047 
 

Total actuarial accrued liability $140,415,921 $138,120,016 
 

   
 

Actuarial value of assets 19,634,350 16,522,381 
 

Unfunded actuarial accrued liability $120,781,571 $121,597,635 
 

   

 

Development of Unfunded Actuarial Accrued Liability  
 

1. Unfunded actuarial accrued liability as of June 30, 2013  $121,597,635 
 

2. Employer normal cost at beginning of year  3,514,495 
 

3. Total District and member contributions, payable throughout year, including implicit subsidy    -10,670,288 
 

4. Interest  8,390,705 
 

5. Expected unfunded actuarial accrued liability [(1) + (2) + (3) + (4)]  122,832,547 
 

6. Change due to the combined effect of experience gains*, updated assumptions and methods  -2,050,976 
 

7. Unfunded actuarial accrued liability as of June 30, 2014 [(5) + (6)]  $120,781,571 
 

  * Experience gains due in part to average premium increases less than expected, resulting in lower than expected implicit subsidy liability. 
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The unfunded actuarial accrued liability may be amortized 
over periods of up to 30 years. Amortization payments may 
be calculated as level dollar amounts or as amounts 
designed to remain level as a percent of a growing payroll 
base.  

Consistent with the amortization periods used for the 
prefunding valuation, the unfunded actuarial accrued 
liability for this GASB valuation has been amortized using 
the following rules: Plan changes, assumption changes, and 
experience gains/losses prior to July 1, 2011 are amortized 
over separate decreasing 30-year amortization periods. On 
or after July 1, 2011, plan changes are amortized over 
separate decreasing 15-year periods; assumption changes 

from the experience study are amortized over separate 
decreasing 25-year periods; and experience gains/losses 
(including year-to-year health assumption changes) are 
amortized over separate decreasing 20-year periods. The 
above payments would continue to be expressed as a level 
percent of a growing payroll base. 
 

 

CHART 3 
 

Table of Amortization Bases 
 

Type 
Date 

Established 
Initial 
Year 

Initial 
Amount 

Outstanding 
Balance 

Years 
Remaining 

Annual 
Payment* 

 

Combined Base 06/30/2007 30 $101,200,454 $111,887,590 23 $6,845,658 
 

Combined Base 06/30/2008 30 26,703,483 29,071,034 24 1,729,422 
 

Combined Base 06/30/2009 30 -9,453,057 -10,191,644 25 -590,483 
 

Combined Base 06/30/2010 30 422,554 449,508 26 25,403 
 

Combined Base 06/30/2011 30 -3,887,456 -4,074,677 27 -224,916 
 

Experience Gain 06/30/2012 20 -3,441,091 -3,427,752 18 -248,920 
 

Assumption Changes    06/30/2012 25 2,470,490 2,513,651 23 153,794 
 

Experience Gain 06/30/2013 20 -3,613,560 -3,611,415 19 -252,193 
 

Experience Gain 06/30/2014 20 -2,308,275 -2,308,275 20 -155,422 
 

Assumption Changes 06/30/2014 25 473,551 473,551 25 27,437 
 

Total    $120,781,571  $7,309,780 
 

 

 

  * Level percentage of pay. 
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The Annual Required Contribution (ARC) is the amount 
calculated to determine the annual cost of the OPEB plan 
for accounting purposes as if the plan were being fully 
funded through contributions to a trust fund. The GASB 
standards cannot require the contributions actually be made 
to a trust fund. The ARC is simply a device used to 
measure annual plan costs on an accrual basis. The 
calculation consists of adding the Normal Cost of the plan 
to an amortization payment. The resulting sum is then 
adjusted to the start of the accounting period and adjusted 
as if the annual cost were to be contributed at the end of the 
fiscal year. 

The amortization payment is based on the methodology 
described on the previous page. 

 

 

 

CHART 4 

Determination of Annual Required Contribution (ARC) – Payable at End of Fiscal Year 
 

  
 

Cost Element 

Fiscal Year Beginning 
July 1, 2015 and Ending 

June 30, 2016 

Fiscal Year Beginning 
July 1, 2014 and 

Ending June 30, 2015 
 

  Amount Amount 
 

1. Normal cost $3,522,321 $3,514,495  
 

2.  Amortization of the unfunded actuarial accrued liability  7,309,780 7,002,966 
 

3. Adjustment for timing 758,247 736,222 
 

4. Total Annual Required Contribution (ARC) $11,590,348 $11,253,683  
 

5. Covered Payroll $167,195,870 $159,246,357 
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The Annual OPEB Cost (AOC) adjusts the ARC for timing 
differences between the ARC and contributions in relation 
to the ARC. The AOC is the cost of OPEB actually booked 
as an expense for the Fiscal Year under GASB 45. 
 

 

CHART 4 (continued) 
Determination of Annual OPEB Cost (AOC) – Payable at End of Fiscal Year 

 

  
 

Cost Element 

Fiscal Year Beginning 
July 1, 2014 and Ending 

June 30, 2015 

Fiscal Year Beginning 
July 1, 2013 and 

Ending June 30, 2014 
 

  Amount Amount 
 

1. Annual Required Contribution $11,253,683 $11,195,860 
 

2.  Interest on Beginning of Year Net OPEB Obligation 
(NOO) 1,532,758 1,362,216 

 

3. ARC adjustment -1,545,755 -1,373,767 
 

4. Annual OPEB Cost $11,240,686 $11,184,309 
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For GASB 43 (plan reporting) purposes, the schedule of 
employer contributions compares actual contributions to 
the ARC. For GASB 45 (employer reporting) purposes, the 

schedule of employer contributions compares actual 
contributions to the AOC. 

 

CHART 5 
Required Supplementary Information – Schedule of Employer Contributions 

GASB 43 

Fiscal Year Ended 
June 30 

Annual Required  
Contributions * 

Actual 
Contributions *, ** 

Percentage 
Contributed 

2010 $11,775,082 $8,000,132 67.94% 
2011 10,869,456 7,760,904 71.40% 
2012 11,289,088 7,761,940 68.76% 
2013 11,145,169  8,039,419  72.13% 
2014 11,195,860 8,747,989 78.14% 
2015 11,253,683 Not Made Yet N/A 

    

* Includes an interest adjustment to the end of the year. 
 

Required Supplementary Information – Schedule of Employer Contributions 
GASB 45 

Fiscal Year Ended 
June 30 

Annual OPEB 
Cost * 

Actual 
Contributions *, ** 

Percentage 
Contributed 

2010 $11,870,830 $8,000,132 67.39% 
2011 11,037,119 7,760,904 70.32% 
2012 11,517,619 7,761,940 67.39% 
2013 11,443,477  8,039,419  70.25% 
2014 11,184,309 8,747,989 78.22% 
2015 11,240,686 Not Made Yet N/A 

    

*  Includes an interest adjustment to the end of the year. 
** Based on prior input provided by the Plan’s auditor, we have included only cash payments made explicitly to fund the $450/$550 subsidy as 

contributions. In particular, we have excluded as contributions, all the implicit subsidies that the District has paid. 
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This schedule of funding progress presents multi-year trend 
information about whether the actuarial value of plan assets 
is increasing or decreasing over time relative to the 
actuarial accrued liability for benefits. 

 

CHART 6 

Required Supplementary Information – Schedule of Funding Progress 

Actuarial 
Valuation 

Date 

Actuarial 
Value 

of Assets  
(a) 

Actuarial  
Accrued Liability 

(AAL)  
(b) 

Unfunded 
AAL 

(UAAL) 
 (b) – (a) 

Funded 
Ratio  

(a) / (b) 

Covered 
Payroll 

(c) 

UAAL as a 
Percentage of 

Covered 
Payroll 

[(b) – (a) / (c)] 
06/30/2009 $7,354,100 $130,244,834 $122,890,734 5.65% $161,893,313 75.91% 
06/30/2010 10,061,483 135,379,496 125,318,013 7.43% 164,084,580 76.37% 
06/30/2011 12,047,650 135,359,929 123,312,279 8.90% 159,504,853 77.31% 
06/30/2012 14,240,105 138,239,551 123,999,446 10.30% 158,847,491 78.06% 
06/30/2013 16,522,381 138,120,016 121,597,635 11.96% 159,246,357 76.36% 
06/30/2014 19,634,350 140,415,921 120,781,571 13.98% 167,195,870 72.24% 
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The Net OPEB obligation measures the accumulated 
differences between the annual OPEB cost and the actual 
contributions in relation to the ARC. 

 

 

CHART 7 

Required Supplementary Information – Net OPEB Obligation (NOO) 
 

Fiscal 
Year 
End 

Annual 
Required 

Contribution * 
(a) 

Interest on 
Existing 

NOO 
(b) 

ARC 
Adjustment 

(c) 

Annual OPEB 
Cost 

(a) + (b) + (c) 
(d) 

Actual 
Contribution 
Amount * ** 

(e) 

Net Increase 
in NOO 
(d) - (e) 

(f) 

NOO 
as of 

Fiscal Year 
(g) 

 
 

6/30/2009 $9,475,504 $142,234 -$108,009 $9,509,729 $6,318,000 $3,191,729 $5,153,573 
 

6/30/2010 11,775,082 373,634 -277,886 11,870,830 8,000,132 3,870,698 9,024,271 
 

6/30/2011 10,869,456 654,260 -486,597 11,037,119 7,760,904 3,276,215 12,300,486 
 

6/30/2012 11,289,088 891,785 -663,254 11,517,619 7,761,940 3,755,679 16,056,165 
 

6/30/2013 11,145,169 1,164,072 -865,764 11,443,477 8,039,419 3,404,058 19,460,223 
 

6/30/2014 11,195,860 1,362,216 -1,373,767 11,184,309 8,747,989 2,436,320 21,896,543 
 

6/30/2015 11,253,683 1,532,758 -1,545,755 11,240,686 Not Made Yet N/A N/A 
 

6/30/2016 11,590,348 N/A N/A N/A N/A N/A N/A 
 

 

 

*  Includes an interest adjustment to the end of the year. 
** Based on prior input provided by the Plan’s auditor, we have included only cash payments made explicitly to fund the $450/$550 subsidy as contributions. In 

particular, we have excluded as contributions, all the implicit subsidies that the District has paid. 
N/A: To be completed when actual contribution amount is known. 
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EXHIBIT A 
Summary of Participant Data 

i. All 
 

 Year Ended June 30  

Category 2014 2013 
Active participants in valuation:   

Number 1,715 1,666 
Average age 49.3 49.7 
Average service 14.3 14.9 
Projected total covered payroll $167,195,870 $159,246,357 
Projected average covered payroll $97,490 $95,586 

Vested terminated participants*:   
Number 237 232 
Average age 49.9 49.8 

Retired participants:   
Number in pay status 1,174 1,121 
Average age 69.3 69.3 
Number receiving a health subsidy 1,116 1,065 

Disabled participants:   
Number in pay status 58 60 
Average age 64.5 63.7 
Number receiving a health subsidy 54 56 

Beneficiaries:   
Number in pay status 265 259 
Average age 75.9 76.0 
Number receiving a health subsidy 194 193 
   

* Includes terminated participants due a refund of employee contributions only.

This exhibit summarizes 
the participant data 
used for the current and 
prior valuations. 
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EXHIBIT A 
Summary of Participant Data 

ii. 1955/1980 Plan 

  Year Ended June 30 
Category  2014 2013 
Active participants in valuation:    

Number  1,585 1,645 
Average age  50.3 49.9 
Average service  15.5 15.1 
Projected total covered payroll  $157,562,955 $157,851,076 
Projected average covered payroll  $99,409 $95,958 

Vested terminated participants*:    
Number  230 231 
Average age  50.1 49.8 

Retired participants:    
Number in pay status  1,174 1,121 
Average age  69.3 69.3 
Number receiving a health subsidy  1,116 1,065 

Disabled participants:    
Number in pay status  58 60 
Average age  64.5 63.7 
Number receiving a health subsidy  54 56 

Beneficiaries:    
Number in pay status  265 259 
Average age  75.9 76.0 
Number receiving a health subsidy  194 193 
    

* Includes terminated participants due a refund of employee contributions only. 
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EXHIBIT A 
Summary of Participant Data 

iii.  2013 Tier 

  Year Ended June 30 
Category  2014 2013 
Active participants in valuation:    

Number  130 21 
Average age  37.6 38.8 
Average service  0.7 0.2 
Projected total covered payroll  $9,632,915 $1,395,281 
Projected average covered payroll  $74,099 $66,442 

Vested terminated participants*:    
Number  7 1 
Average age  43.4 48.0 

Retired participants:    
Number in pay status  N/A N/A 
Average age  N/A N/A 
Number receiving a health subsidy  N/A N/A 

Disabled participants:    
Number in pay status  N/A N/A 
Average age  N/A N/A 
Number receiving a health subsidy  N/A N/A 

Beneficiaries:    
Number in pay status  N/A N/A 
Average age  N/A N/A 
Number receiving a health subsidy  N/A N/A 
    

* Includes terminated participants due a refund of employee contributions only. 
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The ARC generally exceeds the current pay-as-you-go 
(“paygo”) cost of an OPEB plan. Over time, the paygo cost 
will tend to grow and may even eventually exceed the ARC 
in a well-funded plan. The following table projects the 
paygo cost as the projected net fund payment over the next 
ten years. 

 EXHIBIT B 
Cash Flow Projections  

 

Year Ending 
June 30 

Projected Number of Retirees* Projected Benefit Payments** 
 

Current Future Total Current Future Total 
 

2015 2,167 186 2,353 $9,073,791 $845,273 $9,919,064 
 

2016 2,114 338 2,452 8,805,592 1,583,639 10,389,231 
 

2017 2,059 481 2,540 8,545,952 2,347,094 10,893,046 
 

2018 2,004 626 2,630 8,259,736 3,099,769 11,359,505 
 

2019 1,948 766 2,714 7,974,384 3,844,795 11,819,179 
 

2020 1,889 897 2,786 7,665,243 4,580,954 12,246,197 
 

2021 1,831 1,028 2,859 7,322,980 5,237,855 12,560,835 
 

2022 1,773 1,148 2,921 7,017,119 5,850,686 12,867,805 
 

2023 1,712 1,264 2,976 6,703,988 6,487,987 13,191,975 
 

2024 1,652 1,369 3,021 6,341,274 7,060,823 13,402,097 

* Includes spouses/domestic partners of retirees. 
** Includes implicit subsidy. 
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 Year Ended June 30, 2014  Year Ended June 30, 2013  
Contribution income:     

Employer contributions $70,117,000  $61,567,000  
Employee contributions   12,133,000    10,566,000  

Net contribution income  $82,250,000  $72,133,000 
Investment  income:     

Interest, dividends and other income $23,767,000  $21,286,000  
Recognition of capital appreciation 94,593,558  60,327,489  
Less investment and administrative fees    (4,760,000)     (5,068,000)  

Net investment income  $113,600,558  $76,545,489 
Total income available for benefits  $195,850,558  $148,678,489 

Less benefit payments:     
Benefits paid $(78,149,000)  $(71,760,000)  
Refund of contributions        (116,000)         (335,000)  

Net benefit payments  $(78,265,000)  $(72,095,000) 

Change in amount available for future benefits  $117,585,558  $76,583,489 
     

 
 

 EXHIBIT C 
Summary Statement of Income and Expenses on an Actuarial Value Basis for All Pension Plan and HIB Plan Assets 
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EXHIBIT D 
Summary Statement of Assets for Pension and HIB Plans 

 Year Ended June 30, 2014  Year Ended June 30, 2013  
Cash equivalents  $36,658,000  $34,397,000 
Accounts receivable:     

Brokers, securities sold $2,945,000  $12,127,000  
Employer and employee contributions 3,501,000  2,973,000  
Interest and dividends     2,074,000      2,278,000  

Total accounts receivable  $8,520,000  $17,378,000 
Investments:     

Equities $987,635,000  $812,806,000  
Fixed income investments 251,109,000  230,063,000  
Real estate 68,194,000  53,222,000  
Securities lending collateral 129,511,000  101,523,000  
Other assets         477,000          459,000  

Total investments at market value  $1,436,926,000  $1,198,073,000 
Total assets  $1,482,104,000  $1,249,848,000 

Less accounts payable:     
Accounts payable and accrued expenses $(1,507,000)  $(1,472,000)  
Payables to brokers, securities purchased (4,198,000)  (22,525,000)  
Securities lending collateral (129,511,000)  (101,523,000)  

Total accounts payable  $(135,216,000)  $(125,520,000) 

Net assets at market value  $1,346,888,000  $1,124,328,000 
Net assets at actuarial value  $1,229,955,379  $1,112,369,821 
Net assets at valuation value (HIB only)  $19,634,350  $16,522,381 
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To minimize volatility in the calculation of the annual 
required contribution, the Employer may choose to smooth 
out short-term changes in the market value of plan assets 

by use of an actuarial value of assets method. East Bay 
Municipal Utility District adopted the following method 
that smoothes such changes over a five-year period. 

 EXHIBIT E 
Actuarial Value of Assets  

 

CHART 8 
 

Determination of Actuarial Value of Assets for Year Ended June 30, 2014 (for pension and HIB plans) 
 

1. Market value of assets:      
 

 (a)  Pension plan     $1,325,387,000 
 

 (b)  HIB plan     21,501,000 
 

 (c)  Total     $1,346,888,000 
 

       
 

  Actual Market Expected Market Investment Deferred Deferred 
 

2. Calculation of deferred return: Return (net) Return (net) Gain / (Loss) Factor Return 
 

 (a)  Year ended June 30, 2008 $(76,707,000) $75,340,031 $(152,047,031)   
 

 (b)  Year ended June 30, 2009 (171,905,000) 69,269,846 (241,174,846) see footnote (1) below 
 

 (c)  Year ended June 30, 2010 95,737,000 55,360,181 40,376,819   
 

 (d)  Year ended June 30, 2011 191,970,000 61,812,840 130,157,160 25% $368,118 
 

 (e)  Year ended June 30, 2012 15,202,000 77,600,360 (62,398,360) 40% (24,959,344) 
 

 (f)  Year ended June 30, 2013 137,318,000 76,491,803 60,826,197 60% 36,495,718 
 

 (g)  Year ended June 30, 2014 218,575,000 87,289,839 131,285,161 80% 105,028,129 
 

 (h)  Total unrecognized return*     $116,932,621 
 

3. Preliminary actuarial value:  (1c) - (2h)     $1,229,955,379 
 

4. Adjustment to be within 30% corridor of market value     0 
 

5. Final actuarial value of assets for pension and HIB plans:  (3) + (4)     $1,229,955,379 
 

6. Actuarial value as a percentage of market value:  (5) ÷ (1c)     91.3%. 
 

7. Valuation value of HIB assets:  (1b) ÷ (1c) x (5)     $19,634,350 
 

     

 

(1)  Based on action taken by the Board in 2012, the total deferred gain of $1,472,475 through June 30, 2011 as of that valuation has been recognized in 
four level amounts, with one year of recognition remaining after the June 30, 2014 valuation. 

*  The amount of deferred return that will be recognized in each subsequent valuation is as follows (amounts may not total exactly due to rounding): 

6/30/2015 $26,310,719 
6/30/2016 25,942,600 
6/30/2017 38,422,272 
6/30/2018 26,257,032 
Total $116,932,621 

 

The chart shows the 
determination of the 
actuarial value of assets 
as of the valuation date.  
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EXHIBIT I 
Summary of Required Supplementary Information 

Valuation date June 30, 2014 
Actuarial cost method Entry age, level percent of pay 
Amortization method Level percent of payroll 
Remaining amortization periods Plan changes, assumption changes, and experience gains/losses prior to July 1, 2011 

are amortized over separate decreasing 30-year amortization periods. On or after  
July 1, 2011, plan changes are amortized over separate decreasing 15-year periods; 
assumption changes are amortized over separate decreasing 25-year periods; and 
experience gains/losses are amortized over separate decreasing 20-year periods. 

Asset valuation method Market value of assets less unrecognized returns in each of the last five years. 
Unrecognized return is equal to the difference between the actual market return and 
the expected return on the market value, and is recognized over a five year period, 
further adjusted, if necessary, to be within 30% of the market value. 
 

Actuarial assumptions:  
Discount rate 7.00%, based on the understanding that the District is fully prefunding the Health 

Insurance Benefit and is not prefunding the implicit subsidy. The discount rate for a 
fully funded plan is assumed to be 7.50%. The discount rate for an unfunded plan is 
assumed to be 4.50%. 

Inflation rate 3.00% 
Across the board salary increases: 0.50% 
Projected payroll increases 3.50% 
Assumed increase in the $450/$550 HIB 
subsidy maximum 

None 

Medical Trends for Implicit Subsidy See Exhibit II 
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EXHIBIT II 
Actuarial Assumptions and Actuarial Cost Method 

Mortality Rates: 
Pre-retirement and 
After Service Retirement: RP-2000 Combined Healthy Mortality Table projected with Scale AA to 2016, set back 

one year for males 
 RP-2000 Combined Healthy Mortality Table projected with Scale AA to 2016, set back 

two years for females 
After Disability Retirement: RP-2000 Combined Healthy Mortality Table projected with Scale AA to 2016, set 

forward six years for males 
 RP-2000 Combined Healthy Mortality Table projected with Scale AA to 2016, set 

forward six years for females 

 The tables shown above were determined to contain sufficient provision appropriate to reasonably reflect future mortality 
improvement, based on a review of mortality experience as of the measurement date. 

Disability Rates: 
  Rate (%) 
   Age Male Female 
   25 0.000 0.000 
   30 0.006 0.030 
   35 0.016 0.068 
   40 0.068 0.212 
   45 0.190 0.360 
   50 0.256 0.460 
   55 0.266 0.560 
   60 0.288 0.660 
   65 0.360 0.760 
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Termination Rates: 

 
 Rate (%) 

 Ordinary Withdrawal* 

Service Male Female 

0 1.75 2.75 
1 1.50 2.50 
2 1.25 2.25 
3 1.00 2.00 
4 0.50 1.25 
   

  Rate (%)  

  Ordinary Withdrawal** Vested Termination 
  Age Male Female Male Female 
  25 0.42 0.94 5.40 7.00 
  30 0.37 0.84 4.40 6.40 
  35 0.32 0.74 3.10 4.80 
  40 0.27 0.52 1.72 3.40 
  45 0.22 0.34 1.02 2.40 
  50 0.17 0.24 0.72 1.40 
  55 0.12 0.20 0.48 0.70 
  60 0.07 0.14 0.34 0.50 
* Applicable for members with less than five years of service. 

** Applicable after five years of service. 
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Retirement Rates: 
 Rate (%) 

 1955/1980 Plan  2013 Tier 

Age Male Female  Male Female 
52 0.00 0.00  2.00 1.00 
53 0.00 0.00  2.00 1.00 
54* 6.00 3.00  3.00 2.00 
55 8.00 6.00  5.00 4.00 
56 8.00 7.00  6.00 5.00 
57 9.00 7.00  6.00 5.00 
58 9.00 8.00  6.00 5.00 
59 11.00 10.00  8.00 7.00 
60 11.00 10.00  8.00 7.00 
61 14.00 15.00  10.00 11.00 
62 25.00 20.00  19.00 15.00 
63 20.00 15.00  16.00 12.00 
64 10.00 15.00  8.00 12.00 
65 30.00 20.00  26.00 17.00 
66 25.00 20.00  25.00 20.00 
67 35.00 25.00  35.00 25.00 
68 35.00 35.00  35.00 35.00 
69 40.00 35.00  40.00 35.00 
70 100.00 100.00  100.00 100.00 

* The rate for 1955/1980 Plan members age 54 with 30 or more years of service (i.e., eligible for unreduced benefits) is 50% for males 
and females. 

 



SECTION 4: Supporting Information for the East Bay Municipal Utility District June 30, 2014 Measurement Under 
GASB 43 and 45 

  24 

 

Retirement Age for Inactive  
Vested Participants: 58 

Unknown Data for Participants: Same as those exhibited by members with similar known characteristics. If not 
specified, members are assumed to be male. 

Spouse Coverage: 80% of males and 50% of females are assumed to elect spouse HIB coverage at 
retirement*. For current retirees, we relied upon the coverage indicated in the data. 

Age of Spouse: Spouses/domestic partners of male members are 3 years younger than the member. 
 Spouses/domestic partners of female members are 3 years older than the member. 

Future Benefit Accruals:  1.0 year of service per year. 

Net Investment Return: 7.00%, net of investment and administrative expenses. 

Inflation: 3.00% 

Across the Board Salary Increases: 0.50% 

Payroll Growth: 3.50% 

 

* Based on past practice, this is not necessarily the same as the percent married assumption used in the pension valuation. 
Some married members may not elect HIB spouse coverage upon retirement due to the additional cost to the member. In our 
next experience study, we will review the appropriateness of aligning this assumption with the percent married assumption in 
the pension valuation. 
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Salary Increases:  

Annual Rate of Compensation Increase 
Inflation: 3.00% per year; plus across the board salary increases of 0.50% per 
year; plus the following merit and promotional increases based on years of 
service: 

Years of Service Merit and Promotional Increases 

0 6.00% 
1 5.00 
2 4.00 
3 3.00 
4 2.00 
5 1.00 
6 0.80 
7+ 0.50 

 
Actuarial Value of Assets: Market value of assets less unrecognized returns in each of the last five years. 

Unrecognized return is equal to the difference between the actual market return and the 
expected return on the market value, and is recognized over a five-year period, further 
adjusted, if necessary, to be within 30% of the market value. 

Actuarial Cost Method: Entry Age Actuarial Cost Method. Entry Age is the age at the member’s hire date. 
Actuarial Accrued Liability is calculated on an individual basis and is based on costs 
allocated as a level percentage of compensation. The Normal Cost is calculated on an 
individual basis where the Entry Age Normal Cost is calculated as the sum of the 
individual Normal Costs.
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Participation in Health Insurance 
Benefit Plan: 

 
95% of future eligible retirees are assumed to enroll in the HIB plan. All current 
pensioners and beneficiaries with a retiree health insurance cash subsidy were valued. 

80% of future eligible retirees are assumed to enroll in EBMUD medical insurance 
plans and receive the implicit subsidy. 

For deferred vested members, we assume an election equal to 50% of the future 
retiree election percent. 

Average HIB subsidy: For current retirees, we have used the HIB benefit on record. For future retirees, we 
have assumed that: 
Retirees under age 65 with single HIB coverage will receive an average $450  

monthly benefit as of July 1, 2014, 
Retirees under age 65 with spouse HIB coverage will receive an average $540 

monthly benefit as of July 1, 2014, 
Retirees age 65 and over with single HIB coverage will receive an average $427 

monthly benefit as of July 1, 2014, 
Retirees age 65 and over with spouse HIB coverage will receive an average $531 

monthly benefit as of July 1, 2014. 

Projected HIB subsidy increase: We have projected the HIB medical benefit to increase with medical trend until it 
reaches the limits described in the Summary of Plan Provisions. The benefit limits are 
projected to remain unchanged at the current levels of $450/$550. 
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Carrier Election And Monthly Premiums – Participant Under Age 65: 
 
 

 

2014 Calendar Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER  Monthly Premium Monthly Premium Monthly Premium 
        
Kaiser  $598.98 $1,197.96 $598.98 
     
Blue Cross  $720.57 $1,645.36 $720.57 
     
Health Net  $982.28 $1,964.56 $982.28 
                 
2015 Calendar Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER  Monthly Premium Monthly Premium Monthly Premium 
        
Kaiser  $572.53 $1,145.06 $572.53 
     
Blue Cross  $742.90 $1,512.57 $742.90 
     
Health Net  $1,079.32 $2,158.63 $1,079.32 
           
2014-2015 Fiscal Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER 
Election 
Percent Monthly Premium Monthly Premium Monthly Premium 

      
Kaiser 70 $585.76 $1,171.51 $585.57 
     
Blue Cross 20 $731.74 $1,578.97 $731.74 
     
Health Net 10 $1,030.80 $2,061.60 $1,030.80 
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Carrier Election and Monthly Premiums – Participant Age 65 and Older: 
 
 

 
*We assume all future Kaiser Medicare retirees will elect the High option. 

 

2014 Calendar Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER  Monthly Premium Monthly Premium Monthly Premium 
     
Kaiser  $312.80 $625.60 $312.80 
     
Blue Cross  $518.75 $1,228.56 $518.75 
     
Health Net  $539.52 $1,079.04 $539.52 
                   
2015 Calendar Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER  Monthly Premium Monthly Premium Monthly Premium 
        
Kaiser*  $311.35 $622.70 $311.35 
     
Blue Cross  $484.74 $985.84 $484.74 
     
Health Net  $566.50 $1,133.00 $566.50 
           
2014-2015 Fiscal Year Single Party Married/With Domestic Partner Eligible Survivor 

CARRIER 
Election 
Percent Monthly Premium Monthly Premium Monthly Premium 

      
Kaiser 60 $312.08 $624.15 $312.08 
     
Blue Cross 28 $501.75 $1,107.20 $501.75 
     
Health Net 12 $553.01 $1,106.02 $553.01 
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Health care cost trend rates  

Trends to be applied in following fiscal years, to all health plans 
Trends to be applied to premium for shown fiscal year to calculate next fiscal year’s projected premium 
First Fiscal Year (July 1, 2015 through June 30, 2016) 
 

PLAN Kaiser HealthNet Blue Cross 

Trend to be applied to 2014-2015 Fiscal Year premium 1.16% 8.37% 5.08% 

  
The fiscal year trend rates are based on the following 
calendar year trend rates: 

Fiscal Year Trend Calendar Year 
Trend (applied to calculate 
following year premium) 

   Non-Medicare Medicare 

2015-2016 6.875% 2015 7.00% 7.00% 

2016-2017 6.625% 2016 6.75 6.75 

2017-2018 6.375% 2017 6.50 6.50 

2018-2019 6.125% 2018 6.25 6.25 

2019-2020 5.875% 2019 6.00 6.00 

2020-2021 5.625% 2020 5.75 5.75 

2021-2022 5.375% 2021 5.50 5.50 

2022-2023 5.125% 2022 5.25 5.25 

2023-2024 and later 5.000% 2023 and later 5.00 5.00 
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Implicit Subsidy Retiree under age 65 and active health insurance premiums have been underwritten together. 
Under GASB, the health care costs must be valued as if the under age 65 retirees had been 
underwritten separately from the actives. Any excess of the retiree only per capita costs over the 
blended active/retiree premiums is the implicit subsidy. The tables below show the annual 
implicit subsidies for sample ages under different carriers. No implicit subsidy exists for retirees 
over age 65. 

KAISER  

Annual Blended Active/Retiree Premium $7,029 

 

 

Annual Per Capita Costs   Annual Implicit Subsidy Rates   

Age 
Retiree Spouse 

Age 
Retiree Spouse 

Male Female Male Female Male Female Male Female 
50 $7,734 $8,810 $5,402 $7,074 50 $705 $1,781 -$1,627 $45 
55 9,185 9,483 7,229 8,188 55 2,156 2,454 200 1,159 
60 10,908 10,222 9,678 9,496 60 3,879 3,193 2,649 2,467 
64 12,515 10,843 12,217 10,688 64 5,486 3,814 5,188 3,659 

 
HEALTH NET  

Annual Blended Active/Retiree Premium $12,370  

Annual Per Capita Costs   

 

Annual Implicit Subsidy Rates   

Age 
Retiree Spouse 

Age 
Retiree Spouse 

Male Female Male Female Male Female Male Female 
50 $12,519  $14,260  $8,744  $11,450  50 $149 $1,890 -$3,626 -$920 
55 14,868 15,350 11,701 13,253 55 2,498 2,980 -669 883 
60 17,657 16,545 15,665 15,371 60 5,287 4,175 3,295 3,001 
64 20,257 17,552 19,775 17,300 64 7,887 5,182 7,405 4,930 
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Implicit Subsidy (Continued) 
 
BLUE CROSS 

Annual Blended Active/Retiree Premium $8,781  

Annual Per Capita Costs   

 

Annual Implicit Subsidy Rates   

Age 
Retiree Spouse 

Age 
Retiree Spouse 

Male Female Male Female Male Female Male Female 
50 $8,277  $9,427  $5,781  $7,570  50 -$504 $646 -$3,000 -$1,211 
55 9,829 10,148 7,736 8,762 55 1,048 1,367 -1,045 -19 
60 11,673 10,939 10,356 10,162 60 2,892 2,158 1,575 1,381 
64 13,392 11,604 13,074 11,438 64 4,611 2,823 4,293 2,657 

 
WEIGHTED AVERAGE, Use for future retirees 

Annual Blended Active/Retiree Premium $7,914  

Annual Per Capita Costs   

 

Annual Implicit Subsidy Rates   

Age 
Retiree Spouse 

Age 
Retiree Spouse 

Male Female Male Female Male Female Male Female 
50 $8,321  $9,478  $5,812  $7,610  50 $407 $1,564 -$2,102 -$304 
55 9,882 10,203 7,778 8,809 55 1,968 2,289 -136 895 
60 11,736 10,997 10,412 10,217 60 3,822 3,083 2,498 2,303 
64 13,464 11,666 13,144 11,499 64 5,550 3,752 5,230 3,585 

 



SECTION 4: Supporting Information for the East Bay Municipal Utility District June 30, 2014 Measurement Under 
GASB 43 and 45 

  32 

Changes in Actuarial Assumptions The per capita costs, medical election assumption, trends and premiums for 
calculating the implicit subsidy were updated. 

 The average HIB subsidy assumed for future retirees was updated. 

 The inflation component of the salary increase assumption was lowered from 3.25% 
to 3.00%. 
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EXHIBIT III 
Summary of Plan 

Plan Year: July 1 through June 30 

Census Date: June 30  
 

Normal or Unreduced Retirement Eligibility: 

Age and Service Requirement  

1955/1980 Plan Age 65; 
 Age 62 with 5 years of service; 
 Age 59 with 20 years of service; 
 Age 54 with 30 years of service; 
 Other combinations of age and service between ages 54 and 59. 
2013 Tier  Age 67 with 5 years of service (for unreduced benefit). 

Early Retirement Eligibility: 

Age and Service Requirement 
1955/1980 Plan Age 54 with 5 years of service. 

2013 Tier Age 52 with 5 years of service. 
 
Covered Members: All members with at least 5 years of service. 
 
Member Contribution Rate: 0.09% 
 
Employer Contribution Rate: 100% of total cost net of the 0.09% rate paid by the employee. 
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Benefit Formula: For members entering the System prior to July 1, 1996, a monthly allowance of up to 
$450 ($550 for married retirees and retirees with financially dependent registered 
domestic partners) is paid to retirees with at least five years of full-time service to 
reimburse employee-paid medical expenses. 

 For members entering the System after June 30, 1996, the members shall receive the 
full monthly allowance multiplied by the applicable percentage below based on years 
of full-time service.  

Years of Full-time Service Percent of HIB 
Less than 5    0% 

5-9   25% 
10-14   50% 
15-19   75% 

20 or more 100% 

 An eligible surviving spouse may receive a Health Insurance Benefit of up to $450 per 
month. 

 



SECTION 4: Supporting Information for the East Bay Municipal Utility District June 30, 2014 Measurement Under 
GASB 43 and 45 

  35 

The following list defines certain technical terms for the convenience of the reader: 

Assumptions or Actuarial 
Assumptions: The estimates on which the cost of the Plan is calculated including: 

(a) Investment return — the rate of investment yield that the Plan will earn over 
the long-term future; 

(b) Mortality rates — the death rates of employees and pensioners; life 
expectancy is based on these rates; 

(c) Retirement rates — the rate or probability of retirement at a given age; 

(d) Turnover rates — the rates at which employees of various ages are expected 
to leave employment for reasons other than death, disability, or retirement. 

Actuarial Present Value of Total  
Projected Benefits (APB): Present value of all future benefit payments for current retirees and active employees 

taking into account assumptions about demographics, turnover, mortality, disability, 
retirement, health care trends, and other actuarial assumptions. 

Normal Cost: The amount of contributions required to fund the benefit allocated to the current year 
of service. 

Actuarial Accrued Liability 
For Actives: The equivalent of the accumulated normal costs allocated to the years before the 

valuation date. 

Actuarial Accrued Liability 
For Retirees: The single sum value of lifetime benefits to existing retirees. This sum takes account 

of life expectancies appropriate to the ages of the retirees and of the interest which the 
sum is expected to earn before it is entirely paid out in benefits. 

 EXHIBIT IV 
Definitions of Terms 
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Actuarial Value of Assets (AVA): The value of assets used by the actuary in the valuation. These may be at market value 
or some other method used to smooth variations in market value from one valuation to 
the next. 

Funded Ratio: The ratio AVA/AAL. 

Unfunded Actuarial Accrued  
Liability (UAAL): The extent to which the actuarial accrued liability of the Plan exceeds the assets of the 

Plan. There is a wide range of approaches to paying off the unfunded actuarial accrued 
liability, from meeting the interest accrual only to amortizing it over a specific period 
of time. 

Amortization of the Unfunded  
Actuarial Accrued Liability:  Payments made over a period of years equal in value to the Plan’s unfunded actuarial 

accrued liability. 

Investment Return (discount rate): The rate of earnings of the Plan from its investments, including interest, dividends and 
capital gain and loss adjustments, computed as a percentage of the average value of 
the fund. For actuarial purposes, the investment return often reflects a smoothing of 
the capital gains and losses to avoid significant swings in the value of assets from one 
year to the next. If the plan is funded on a pay-as-you-go basis, the discount rate is 
tied to the expected rate of return on day-to-day employer funds. 

Covered Payroll: Annual reported salaries for all active participants on the valuation date. 

ARC as a Percentage of Covered  
Payroll: The ratio of the annual required contribution to covered payroll.  

Health Care Cost Trend Rates: The annual rate of increase in net claims costs per individual benefiting from the Plan. 

Annual Required 
Contribution (ARC): The ARC is equal to the sum of the normal cost and the amortization of the unfunded 
 actuarial accrued liability. 
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Net OPEB Obligation (NOO): The NOO is the cumulative difference between the ARC and actual contributions 
made. If the plan is not pre-funded, the actual contribution would be equal to the 
annual benefit payments less retiree contributions. There are additional adjustments in 
the NOO calculations to adjust for timing differences between cash and accrual 
accounting, and to prevent double counting of OPEB plan costs. 
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The Governmental Accounting Standards Board (GASB) 
issued Statement Number 43 – Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans, 
and Statement Number 45 – Accounting and Financial 
Reporting by Employers for Postemployment Benefits 
Other Than Pensions. Under these statements, all state and 
local government entities that provide other post 
employment benefits (OPEB) are required to report the 
cost of these benefits on their financial statements. The 
accounting standards supplement cash accounting, under 
which the expense for postemployment benefits is equal to 
benefit and administrative costs paid on behalf of retirees 
and their dependents (i.e., a pay-as-you-go basis). 

The statements cover postemployment benefits of health, 
prescription drug, dental, vision and life insurance 
coverage for retirees; long-term care coverage, life 
insurance and death benefits that are not offered as part 
of a pension plan; and long-term disability insurance for 
employees. The benefits valued in this report are limited 
to those described in Exhibit III of Section 4, which are 
based on those provided under the terms of the 
substantive plan in effect at the time of the valuation and 
on the pattern of sharing costs between the employer and 
plan members. The projection of benefits is not limited 
by legal or contractual limits on funding the plan unless 
those limits clearly translate into benefit limits on the 
substantive plan being valued. 

The new standards introduce an accrual-basis accounting 
requirement, thereby recognizing the employer cost of 
postemployment benefits over an employee’s career. The 
standards also introduce a consistent accounting 
requirement for both pension and non-pension benefits. 

The total cost of providing postemployment benefits is 
projected, taking into account assumptions about 
demographics, turnover, mortality, disability, retirement, 
health care trends, and other actuarial assumptions. These 
assumptions are summarized in Exhibit II of Section 4. 
This amount is then discounted to determine the actuarial 
present value of the total projected benefits (APB). The 
actuarial accrued liability (AAL) is the portion of the 
present value of the total projected benefits allocated to 
years of employment prior to the measurement date. The 
unfunded actuarial accrued liability (UAAL) is the 
difference between the AAL and actuarial value of assets 
in the Plan. 

Once the UAAL is determined, the Annual Required 
Contribution (ARC) is determined as the normal cost (the 
APB allocated to the current year of service) and the 
amortization of the UAAL. This ARC is compared to 
actual contributions made and any difference is reported as 
the Net OPEB Obligation (NOO). In addition, Required 
Supplementary Information (RSI) must be reported, 
including historical information about the UAAL and the 
progress in funding the Plan. Exhibits IV and VI of 

 EXHIBIT V 
Accounting Requirements 
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Section 4 contain a definition of terms as well as more 
information about GASB 43/45 concepts.  

The calculation of an accounting obligation does not, in 
and of itself, imply that there is any legal liability to 
provide the benefits valued, nor is there any implication 
that the Employer is required to implement a funding 
policy to satisfy the projected expense. 

Actuarial calculations reflect a long-term perspective, and 
the methods and assumptions use techniques designed to 
reduce short term volatility in accrued liabilities and the 
actuarial value of assets, if any. 

Actuarial valuations involve estimates of the value of 
reported amounts and assumptions about the probability of 
events far into the future, and the actuarially determined 
amounts are subject to continual revision as actual results 
are compared to past expectations and new estimates are 
made about the future.
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Hypothetical Cost Curve
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The following graph illustrates why a significant 
accounting obligation may exist even though the retiree 
contributes most or all of the blended premium cost of the 
plan. The average cost for retirees is likely to exceed the 
average cost for the whole group, leading to an implicit  

subsidy for these retirees. The accounting standard requires 
the employer to identify and account for this implicit 
subsidy as well as any explicit subsidies the employer may 
provide. 

 EXHIBIT VI 
GASB 43/45 Concepts 
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Normal Cost
+

30 Years Amortization
of Unfunded Actuarial Accrued Liability

Annual Required Contribution (ARC)

GASB 43/45 Measurement

Future 
Accounting 
Periods 

Present Value
of Future Benefits

Net OPEB Obligation = ARC1 + ARC2 + ARC3 + ……                                  
                                    - Contribution1 - Contribution2 - Contribution3 - …... 

This graph shows how the actuarial present value of the 
total projected benefits (APB) is broken down and 
allocated to various accounting periods. The exact 
breakdown depends on the actuarial cost method and 
amortization methods selected by the employer. 
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EAST BAY MUNICIPAL UTILITY DISTRICT 
 

 
 
DATE:            January 15, 2015 
 
MEMO TO:    Members of the Retirement Board 
 
FROM:         Elizabeth Grassetti, Sr. Human Resource Analyst 
 
THROUGH:  Lisa Sorani, Manager of Employee Services 
 
SUBJECT:      Crediting Interest Rate on Member Contributions 
 
ACTION:        Vote on Resolution No. 6815 
 
 
RECOMMENDATION 
 
Approve Resolution No. 6815 
 
BACKGROUND 
 

The Retirement Ordinance, Section 4(d), directs the Retirement Board to semi-annually declare 
the rate of interest to be credited to accumulated Member contributions. 
 
In accordance with Retirement Board Rule B-9, the annual rate of interest credited to member 
contributions will be the lesser of the actuarially assumed rate of interest or the five (5) year 
average rate of return on Retirement System investments for the period ending June 30, 2014. 
The actuarially assumed rate of interest is 7.75%, and the five year average rate of return as of 
June 30, 2014 was 15.00%. 
 
Therefore, Resolution No. 6815 declares that on December 31, 2014, interest will be credited to 
the balance of member contributions as of June 30, 2014 at the annual rate of 7.75%. 
 
The rate credited to the member’s account will be prorated to a semi-annual rate of 3.875%.   
 
 
EG:ls 
 
 
 
 
 
 
 

 



R.B. RESOLUTION NO. 6815 
 

DECLARING THE INTEREST RATE 
 
 
Introduced by:       ; Seconded by:   
 
 
 
WHEREAS, section 4(d) of Ordinance, as amended, provides that the Retirement  
Board shall semi-annually declare the rate of interest for the preceding six (6) months to be 
credited on accumulated contributions of members, which rate shall be based upon criteria to be 
established by the Retirement Board; and 
 
WHEREAS, the crediting rate shall be the actuarial assumed rate of seven and three quarters 
percent (7.75%) but not to exceed the actual five (5) year earnings rate of the fund, determined to 
be fifteen percent (15.00 %) for the period ending June 30, 2014; 
 
NOW THEREFORE, BE IT RESOLVED that the Retirement Board does hereby declare a seven 
and three quarters percent (7.75%) annual interest rate. The rate credited to member’s account 
will be three and eighty-seven and a half percent (3.875%) for the six (6) month period ending 
December 31, 2014 in accordance with Rule B-9 of Retirement Board.  
 
 
 
 
 
        _______________________ 
               President 
 
 
ATTEST: 
 
 
 
 
 
__________________________ 
             Secretary 
 

 
 
 
01/15/2015 
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Section 1:  International Equity Asset Class 
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• The International Equity asset class is composed of stocks issued by 
corporations domiciled outside the United States 
 

• International equities represents a large and important segment of 
the global capital markets 

– Over half of the global equity market is comprised of foreign stocks 
 

  

International Equity Asset Class 
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• Investing in International Equities opens up a much larger 
opportunity set then would be available to a US-only investor 
 

• Many large, household name, companies are headquartered 
outside the US 
 

• Not having exposure to these companies greatly limits an investor’s 
opportunities 

 
  

International Equity Asset Class 
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• International Equities enables investors to gain exposure to different 
markets each with their own market dynamics  

– Different market conditions 
– Different economic growth trends 
– Different monetary and fiscal policy 
– Different business cycle 
– Different demographics  
– Different industry concentrations 

 
• As economic globalization continues, there is strong evidence that 

global market integration continues to unfold 
 

• Market liberalization has systematically reduced the barriers to 
capital mobility and enhanced the quality of market information 
and execution 
 

• ¾ of world GDP and 95% of world population is outside the US  
 
 
 

International Equity Asset Class 
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• International equities are divided into segments:  developed and 
emerging 

– Developed markets are economies that exhibit relatively high income, openness to 
foreign ownership, ease of capital movement, and efficiency of market institutions   

– Emerging markets are economies that exhibit intermediate relative income, moderate 
openness in capital controls , and institutional development 
 

• Emerging market economies have experienced rapid growth over 
the past 30 years and now represent half of the global economy 

– Exposure to international equities, both developed and emerging, allow investors to 
invest in this growth 
 

• Emerging market equities experience significantly more volatility 
than developed equities 

– Due to:  
  Less stable political environments 
  Less developed capital markets 
  More concentrated industry exposure 
  Contagion  
  Capital controls / capital flight      

 
 
 

International Equity Asset Class 
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• The universe of international equities includes more than 6,000 
publically traded stocks listed on major international exchanges 
 

• The universe market capitalization is split approximately 80/20 
between developed markets and emerging markets, respectively 
 

 
 
 

 
  

International Equity Asset Class 
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• The International Equity asset class’ role within a diversified portfolio is 
similar to that of US Equity  – to provide high long-term returns   
 

• In addition, International Equities also exhibit an important 
diversification benefit since International Equities are not completely 
correlated with other asset classes 
 

• Allocating a portion of a portfolio to international stocks reduces 
volatility without impacting long-term returns 
 

 
  

International Equity Asset Class 

Risk vs. Reward
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• There are a unique set of risks associated with investing internationally 
1. Non-US markets tend to be more volatile than the US market due to unstable 

political and economic factors 
2. Non-US investments are also subject to currency risk for US-based investors 
3. Risk of non-US investments underperforming US investments for significant periods of 

time  
4. Capital controls and information quality/availabil ity issues 

 

• The diversification benefit of investing in international equities has 
lessened over time as globalization has increased the correlation 
of international markets 
  

International Equity Asset Class 

36 Month Rolling Correlation
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Section 2:  EBMUD International Equity Allocation 



EBMUD   •   Review of the International Equity Asset Class 12  

• EBMUD currently gains exposure to international equities through two 
active investment managers 

– Franklin Templeton 
– Fisher Investments 

 

• Both managers invest in developed and emerging market equities 
 

• The objectives of the asset class are to: 
– Achieve a total return, net of fees, which exceeds the MSCI AC World ex US Index 
– Exceed inflation by 5% annually 
– Peer group results in the top third 

 

• EBMUD has invested in international equities for over 20 years 
– Early exposure initially with Franklin Templeton and Wellington 
– Replaced Wellington with Putnam in 1997 
– Terminated Putnam in 2003 
– Hired Fisher in 2004 
– Changed benchmark from MSCI EAFE ND to MSCI ACWI ex US in 2007 

 
 

 

EBMUD International Equity Allocation 
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EBMUD International Equity Allocation 

On a regular basis, it is important to review the structure and 
performance of the different asset classes that comprise the EBMUD 
portfolio. 
 
This review should focus on the three factors listed below in order to 
determine if the asset class under review is accomplishing its role within 
the greater EBMUD portfolio. 

 
1. Market Exposure:  Are the managers providing the desired 

capital market exposure (e.g. to foreign equities) that they were 
hired to provide?  
 

2. Diversification:  Are the managers complementary to the other 
asset classes and to one another (exhibiting low correlation)? 
 

3. Performance:  Has the asset class produced satisfactory returns 
and have active managers outperformed their benchmarks? 
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• EBMUD’s international equity managers have consistently provided 
the desired capital market exposure 

– This is the most important characteristic due to the asset allocation process 
– Through the asset liability study process the Board determined an asset allocation that 

is best able to meet the liabilities of the System given the Plan’s unique characteristics 
– As such, managers are hired to provide specific capital market exposure 
– If managers do not provide the desired exposure then the asset allocation will deviate 

from the policy allocation 
 

 

EBMUD International Equity Allocation 

Asset Loadings - Manager
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• EBMUD’s international equity asset class exhibits low correlation to 
other asset classes within the portfolio – providing diversification 

 

EBMUD International Equity Allocation 

24 Month Rolling Correlation
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• Franklin Templeton and Fisher Investments have low active correlation 
to one another providing enhanced diversification benefit 

 

EBMUD International Equity Allocation 

12 Month Rolling Excess Correlation
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EBMUD International Equity Allocation 

International Equity Portfolio vs. Policy 
Growth of $1 (as of 12/31/14) 
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• The EBMUD portfolio has generated high returns over time and the 
active management of the portfolio has added value over time 
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DISCLOSURES:  This document is provided for informational purposes only. It does not constitute an offer of securities of any of the issuers that may be described herein. Information 
contained herein may have been provided by third parties, including investment  firms providing information on returns and assets under management, and may not  have been 
independently verified.  The past performance information contained in this report is not necessarily indicative of future results and there is no assurance that the investment in 
question will achieve comparable results or that  the Firm will be able to implement  its investment  strategy or achieve its investment  objectives. The actual realized value of current ly 
unrealized investments (if any) will depend on a variety of factors, including future operating results, the value of the assets and market  conditions at the time of disposition, any 
related transaction costs and the t iming and manner of sale, all of which may differ from the assumptions and circumstances on which any current unrealized valuations are based. 
 
Neither PCA nor PCA’s officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy or completeness of the information 
contained in this document  or any oral information provided in connection herewith, or any data subsequently generated herefrom, and accept  no responsibility, obligation or 
liability (whether direct  or indirect , in contract , tort  or otherwise) in relation to any of such information.  PCA and PCA’s officers, employees and agents expressly disclaim any and all 
liability that  may be based on this document  and any errors therein or omissions therefrom.  Neither PCA nor any of PCA’s officers, employees or agents, make any representation of 
warranty, express or implied, that  any transaction has been or may be effected on the terms or in the manner stated in this document, or as to the achievement  or reasonableness 
of future projections, management  targets, estimates, prospects or returns, if any.  Any views or terms contained herein are preliminary only, and are based on financial, economic, 
market and other conditions prevailing as of the date of this document and are therefore subject to change.   
 
The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks, uncertainties and other factors beyond the 
control of the Firm, which may result in material differences in actual results, performance or other expectations. The opinions, estimates and analyses reflect  PCA’s current  judgment, 
which may change in the future. 
 
Any tables, graphs or charts relating to past  performance included in this report are intended only to illustrate investment  performance for the historical periods shown. Such tables, 
graphs and charts are not intended to predict future performance and should not  be used as the basis for an investment decision. 
 
All trademarks or product  names mentioned herein are the property of their respective owners.  Indices are unmanaged and one cannot  invest  direct ly in an index.  The index data 
provided is on an “as is” basis.  In no event shall the index providers or its affi liates have any liability of any kind in connection with the index data or the port folio described herein.  
Copying or redistributing the index data is strictly prohibited. 
 
The Russell indices are either registered trademarks or t rade names of Frank Russell Company in the U.S. and/or other countries.  
 
The MSCI indices are trademarks and service marks of MSCI or its subsidiaries.  
 
Standard and Poor’s (S&P) is a division of The McGraw-Hill Companies, Inc.  S&P indices, including the S&P 500, are a registered t rademark of The McGraw-Hill Companies, Inc. 
 
CBOE, not S&P, calculates and disseminates the BXM Index. The CBOE has a business relationship with Standard & Poor's on the BXM.  CBOE and Chicago Board Options Exchange 
are registered trademarks of the CBOE, and SPX, and CBOE S&P 500 BuyWrite Index BXM are servicemarks of the CBOE. The methodology of the CBOE S&P 500 BuyWrite Index is 
owned by CBOE and may be covered by one or more patents or pending patent applications. 
 
The Barclays Capital indices (formerly known as the Lehman indices) are t rademarks of Barclays Capital, Inc. 
 
The Cit igroup indices are t rademarks of Cit icorp or its affi liates. 
 
The Merrill Lynch indices are trademarks of Merrill Lynch & Co. or it s affi liates. 
 
 













































































KAISER (7002) PREMIUM
Retiree <65 572.53
Retiree < 65 +1 1145.06
Retiree <65 +2 1620.26
>65 without Part A & B - Single Rate 1701.09
Senior Advantage - HIGH OPTION PLAN PREMIUM
Single Rate 311.35
Double (1Sr. Adv + 1 < 65) 883.88
Couple (both with Senior Advantage) 622.70
Family (1 Sr. Adv + 1 <65 + dep(s) <65) 1359.08
Couple (both Sr Adv) + dep(s) < 65 1097.90
Senior Advantage - LOW OPTION PLAN PREMIUM
Single Rate 254.64
Double (Sub. Sr. Adv + 1 < 65) 827.17
Couple (both with Senior Advantage) 509.28
Family (Sub Sr. Adv + 1 <65 + dep(s) <65) 1302.37
Couple (both Sr Adv) + dep(s) < 65 984.48
HEALTH NET (74006A-F) PREMIUM
Retiree <65 1079.32
Retiree < 65 +1 2158.63
Retiree <65 +2 3054.41
Health Net Seniority Plus PREMIUM
Single Rate 566.50
Double (1 Senior Plus + 1 <65) 1645.82
Double - both Seniority Plus 1133.00
Family (Sub Sr. Plus + 1 <65 + dep(s) <65) 2541.61
Family (Couple both Sr. Plus) + dep(s) < 65 2212.32
Health Net Medicare COB PREMIUM
Single Rate 775.43
Double (Ret w/Medicare COB + 1 <65) 1854.75
Double (2 w/Medicare COB) 1550.86
Family (Sub Med COB + 1 <65 + dep(s) <65) 2750.52
Family (Couple both Med COB + dep(s) <65 2630.18
BLUE CROSS - PBC (65460B) PREMIUM
Retiree Under 65 742.90
Retiree <65 + 1 Dep 1512.57
Retiree < 65 + 2 Dep 2033.02
BC Medicare Coordinated Plan PREMIUM
Retiree with Medicare 484.74
Retiree with Medicare + 1 Dep 985.84
Retiree with Medicare + 2 Dep 1358.50
Group number for retirees is 65460B - under 65 and 65460M over 65

EBMUD
Health Plan Rates

Effective January 1, 2015

W:\ES\RETIREMENT SYSTEM  -  ORG 366 FILES\RATES\2015 Retiree Rates final 10/22/2014



Health Plan Rates
Effective January 1, 2015

DELTA PREMIER (7314-0014) PREMIUM
Retiree 39.50
Retiree + 1 71.06
Retiree + 2 or more 100.72
DELTA CARE (00438-0001) PREMIUM
Retiree 29.25
Retiree + 1 49.05
Retiree + 2 or more 72.25

NOTE:  Retirees/spouses 65+ required to have Part A and Part B Medicare

W:\ES\RETIREMENT SYSTEM  -  ORG 366 FILES\RATES\2015 Retiree Rates final 10/22/2014
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