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EAST BAY MUNICIPAL UTILITY DISTRICT 
EMPLOYEES’ RETIREMENT SYSTEM 

(A Component Unit of the East Bay Municipal Utility District) 

Management’s Discussion and Analysis 

(Dollars in thousands) 

June 30, 2019 

Overview of the Financial Statements 

The basic financial statements include a statement of plan net position, a statement of changes in plan net 
position, and notes to basic financial statements. The report also contains other required supplementary 
information in addition to the financial statements. 

The system’s financial statements include: 

The Statement of Plan Net Position and the Statement of Changes in Plan Net Position report information 
to assist readers in determining whether the System’s finances as a whole are better off or worse off as a 
result of the year’s activities. These two statements report the net assets of the System and changes in 
them, respectively. 

The Statement of Plan Net Position presents information on all assets and liabilities of the System, with 
the difference between the two reported as net position. Over time, increases or decreases in net position 
may serve as a useful indicator of whether the financial position of the System is improving or 
deteriorating. 

The Statement of Changes in Plan Net Position presents the results of the System's activities over the 
course of the fiscal year and information as to how the net position changed during the year.  This 
statement measures the results of the System's investment performance as well as the System's income 
from contributions and expenses, including the payment of benefits, refunds of contributions, and 
administrative and investment expense.  All changes in net position are reported during the period the 
underlying event giving rise to the change occurs, regardless of the timing of the related cash flows. Thus, 
revenues and expenses are reported in this statement for some items that will result in cash flows in future 
fiscal periods. 

The Notes to the Basic Financial Statements provide additional information that is essential to a full 
understanding of the data provided in the basic financial statements. Effective fiscal year 2017,  
GASB 74 – Financial Reporting for Post-employment Benefit Plans other than Pension Plans, requires 
the System to disclose additional information regarding post-employment health insurance benefits  
(the OPEB Plan). These disclosures can be found in Note 7. The notes to the basic financial statements 
can be found on pages 15 to 37 of this report. 

Other Information. In addition to the financial statements and accompanying notes, this report also 
presents certain required supplementary information concerning the District’s contributions and the 
System’s progress in funding its obligation to provide pension and post-employment healthcare benefits 
to the employees of the District. The required supplementary information can be found on page 40 to 47 
of this report. 
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EAST BAY MUNICIPAL UTILITY DISTRICT 
EMPLOYEES’ RETIREMENT SYSTEM 

(A Component Unit of the East Bay Municipal Utility District) 

Management’s Discussion and Analysis 

(Dollars in thousands) 

June 30, 2019 

Beginning fiscal year 2014, the District is required to present the past 10 years of net pension liability for 
the Employees’ Retirement System pension plan (excluding Other Post-Employment Benefits) as it 
becomes available. The District has provided the past three fiscal years from 2017 through 2019 in the 
footnotes and the past six fiscal years from 2014 through 2019 in the required supplemental information. 
The Net Pension Liability (NPL) was measured as of June 30, 2018 and 2017 have been determined from 
the actuarial valuations as of June 30, 2018 and 2017 respectively. As summarized in Table 4, the NPL 
increased by $17,041 from $487,459 as of June 30, 2018 to $504,500 as of June 30, 2019 primarily due to 
the reflection of salary increases for active employees upon the completion of negotiations between the 
District and the bargaining parties, and changes in actuarial assumptions, offset by the approximate return 
on the market value assets of 9.36% during fiscal year 2018 that was more than the assumption rate of 
7.25% used in June 30, 2017 valuation.  

2019 2018 Variance %
Net Pension Liability 504,500$       487,459$       17,041$       3.50% 

Plan net position as a percentage 77.28% 76.43% 0.85% 1.11% 
of Total Pension Liability

(Table 4)
Net Pension Liability

Years ended June 30, 2019 and 2018

2018 2017 Variance %
Net Pension Liability 487,459$         604,092$        (116,633)$     (19.31)%

Plan net position as a percentage 76.43% 69.73% 6.70% 9.61% 
of Total Pension Liability

(Table 4)
Net Pension Liability

Years ended June 30, 2018 and 2017
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Assets:

41,794$ 935$ 42,729$ 41,196$
Invested securities lending collateral 47,787 1,070 48,857 47,104
Prepaid expenses - 560 560 536
Receivables:

Brokers, securities sold 1,611 36 1,647 2,424
Employer 1,462 212 1,674 1,360
Plan members 357 - 357 288
Interest, dividends and recoverable taxes 4,206 94 4,300 3,562

Total Receivables 7,636 342 7,978 7,634

Investments, at fair value (Note 5):
U.S. government obligations 93,702 2,097 95,799 107,464
Municipal bonds 1,830 41 1,871 2,464
Domestic corporate bonds 334,564 7,488 342,052 303,506
International bonds 22,781 510 23,291 18,275
Domestic stocks 801,096 17,929 819,025 777,595
International stocks 406,543 9,099 415,642 418,576
Real estate 95,985 2,148 98,133 89,629

Total Investments 1,756,501 39,312 1,795,813 1,717,509

Total Assets 1,853,718 42,219 1,895,937 1,813,979

Liabilities:
Accounts payable and accrued expenses 2,697 60 2,757 2,167
Payables to brokers, securities purchased 11,110 248 11,358 11,468
Securities lending collateral (Note 2B) 47,787 1,070 48,857 47,104

Total Liabilities 61,594 1,378 62,972 60,739

Net position restricted for pension benefits
and post-employment healthcare
benefits 1,792,124 40,841 1,832,965 1,753,240

Total Net Position 1,792,124$ 40,841$ 1,832,965$ 1,753,240$

See Accompanying Notes to Financial Statements

Cash and cash equivalents, at fair value             
(Note 5)

(DOLLARS IN THOUSANDS)

EAST BAY MUNICIPAL UTILITY DISTRICT
EMPLOYEES' RETIREMENT SYSTEM

(A Component Unit of the East Bay Municipal Utility District)

STATEMENT OF PLAN NET POSITION
JUNE 30, 2019

(With summarized comparative financial information as of June 30, 2018)

 2018 
Total 

2019

 Pension plan 
benefits 

 Post-
employment 
healthcare 

benefits  Total 
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Additions:
Contributions:

Employers 74,033$ 10,518$ 84,551$ 81,096$
Plan members 17,681 184 17,865 17,079

Total contributions 91,714 10,702 102,416 98,175

Investment income:
Net appreciation (depreciation)
in fair value investments:

Traded securities 65,986 1,488 67,474 123,096
Real estate 1,630 37 1,667 1,392

Interest 11,046 249 11,295 7,981
Dividends 17,393 392 17,785 22,218
Real estate operating income, net 1,218 27 1,245 1,166

Total investment income 97,273 2,193 99,466 155,853

Less:
Investment expense (4,886) (107) (4,993) (4,037)
Borrowers' rebates and other agent fees

on securities lending transactions (1,193) (26) (1,219) (1,467)

Net investment income 91,194 2,060 93,254 150,349

Total Additions, net 182,908 12,762 195,670 248,524

Deductions:
Benefits paid (Notes 1C & 1D) 105,518 8,650 114,168 105,984
Refunds of contributions (Note 4) 267 - 267 393
Administrative expenses 1,477 33 1,510 1,551

Total Deductions 107,262 8,683 115,945 107,928

Changes in Net Position 75,646 4,079 79,725 140,596

Net Position - Beginning of the Year 1,716,478 36,762 1,753,240 1,612,644

Net Position - End of the Year 1,792,124$ 40,841$ 1,832,965$ 1,753,240$

2019

 Total 
 Pension plan 

benefits 

 Post-
employment 
healthcare 

benefits 

See Accompanying Notes to Financial Statements

EAST BAY MUNICIPAL UTILITY DISTRICT
EMPLOYEES' RETIREMENT SYSTEM

(A Component Unit of the East Bay Municipal Utility District)

STATEMENT OF CHANGES IN PLAN NET POSITION
For the Year Ended June 30, 2019

(With summarized comparative financial information for the year ended June 30, 2018)
(DOLLARS IN THOUSANDS)

 2018 
Total 
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D. Disability and Death Benefits and Allowances 

E. Post-Employment Healthcare Benefits 
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A. Basis of Accounting and Presentation 

B. Investments and Fair Value Measurements 

18



19



C. Allocation of Income and Expenses 

D. Use of Estimates 

20



21



22



23



A. Authorized Investment Strategy 

24



B. Financial Statement Presentation 

25



C. Fair Value Hierarchy 

Cash in Banks

26



D. Interest Rate Risk 

27



EAST BAY MUNICIPAL UTILITY DISTRICT 
EMPLOYEES’ RETIREMENT SYSTEM 

(A Component Unit of the East Bay Municipal Utility District) 

Notes To Basic Financial Statement 
 (Dollars in thousands) 

For the Year Ended June 30, 2019 
 
NOTE 5 – CASH AND INVESTMENTS (Continued) 

 
The System’s investments include the following investments that are highly sensitive to interest rate 
fluctuations to a greater degree than already indicated above: 
 

Highly Sensitive Investments
Fair Value at 

Year End
Government Mortgage - Backed Securities 38,430$      
Commercial Mortgage - Backed Securities 9,542          
Government Issued Commercial Mortgage - Backed Securities 37               
 

E. Foreign Currency Risk 
 

Foreign currency risk is the risk that changes in foreign exchange rates will adversely affect the fair 
values of an investment or deposit. Presented below in US dollars is the fair market value of the 
System’s foreign investments at June 30, 2019: 
 

Foreign Currency
Equity Securities 
Investment Type

Euro 92,700$             
British Pound Sterling 33,678              
Japanese Yen 28,915              
Hong Kong Dollar 19,130              
South Korean Won 10,605              
Swiss Franc 8,140                
Danish Krone 5,530                
Canadian Dollar 5,147                
Australian Dollar 4,382                
Norwegian Krone 3,333                
Indonesian Rupiah 2,487                
Singapore Dollar 1,849                
Thai Baht 206                   
Total 216,102$           

 
 

The Fund’s investment policy permits it to invest 20% of total investment on foreign currency 
denominated investments. The Fund’s current position is 12.03%. 
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F. Credit Risk 

G. Concentration Risk 
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EAST BAY MUNICIPAL UTILITY DISTRICT 
EMPLOYEES’ RETIREMENT SYSTEM 

(A Component Unit of the East Bay Municipal Utility District) 

Notes To Basic Financial Statement 
 (Dollars in thousands) 

For the Year Ended June 30, 2019 

NOTE 5 – CASH AND INVESTMENTS (Continued) 

H. Custodial Credit Risk 

Custodial credit risk for cash on deposits is the risk that, in the event of the failure of a depository 
financial institution, a government will not be able to recover its deposits or will not be able to 
recover collateral securities that are in the possession of an outside party. The custodial credit risk 
for investments is the risk that, in the event of the failure of the counterparty (e.g. broker-dealer) to 
a transaction, the System will not be able to recover the value of its investment or collateral securities 
that are in the possession of another party. 

California Law requires banks and savings and loan institutions to pledge government securities 
with a market value of 110% of the System’s cash on deposit, or first trust deed mortgage notes with 
a market value of 150% of the deposit, as collateral for these deposits. Under California Law this 
collateral is held in a separate investment pool by another institution in the System’s name and places 
the System ahead of general creditors of the institution. 

The System invests in individual investments and in investment pools. Individual investments are 
evidenced by specific identifiable securities instruments, or by an electronic entry registering the 
owner in the records of the institution issuing the security, called the book entry system. In order to 
increase security, the System employs the Trust Department of a bank or trustee as the custodian of 
certain System investments, regardless of their form. 

As of June 30, 2019, and 2018, the System’s brokers/dealers held $0 and $4 respectively, in cash 
exposed to custodial credit risk. 

NOTE 6 – NET PENSION LIABILITY 

The net pension liability (the Plan’s liability determined in accordance with GASB 67 less the 
fiduciary net position) as of June 30, is as shown below: 

2019 2018
Total Pension Liability 2,220,978$   2,068,015$   
Plan Fiduciary Net Position (1,716,478) (1,580,556) 
Employer Net Pension Liability 504,500$     487,459$     

Plan Fiduciary Net Position as a 
   Percentage of Total Pension Liability 77.28% 76.43%
Covered Payroll 193,717$     182,032$     
Liability as a Percentage of Covered Payroll 260.43% 267.79%
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EAST BAY MUNICIPAL UTILITY DISTRICT 
EMPLOYEES’ RETIREMENT SYSTEM 

(A Component Unit of the East Bay Municipal Utility District) 

Notes To Basic Financial Statement 
 (Dollars in thousands) 

For the Year Ended June 30, 2019 

NOTE 7 – NET OPEB LIABILITY (Continued) 

A summary of the actuarial assumptions as of the latest actuarial valuation is shown below: 

Valuation date June 30, 2018
Actuarial cost method Entry Age Normal 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.

Assets 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:
Net Investment Return 5.59%, net of investment and administrative expenses. 
Average projected salary increases* Ranges from 3.75% to 9.25% based on years of service* 
Inflation rate 2.75%
Health Care Trend Non-Medicare: 7.00% graded to ultimate 4.50% over 10 years

Medicare: 6.50% graded to ultimate 4.50% over 8 years
HIB increases 0.00%
Mortality Pre-retirement: Headcount-Weighted RP-2014 Employee Mortality

Table projected 20 years with the two-dimensional improvement scale
MP-2015, set forward two years for males and one year for females.
After Service Retirement and All Beneficiaries: Headcount-Weighted
RP-2014 Healthy Annuitant Mortality Table projected 20 years with the
two-dimensional improvement scale MP-2015, set forward two years for
males and one year for females.
After Disability Retirement: Headcount-Weighted RP-2014 Healthy
Annuitant Mortality Table projected 20 years with the two-dimensional
improvement scale MP-2015, set forward nine years for males and
females.

*Includes inflation of 2.75% plus across the board salary increase of 0.50% plus merit and promotional increases.
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REQUIRED SUPPLEMENTAL INFORMATION 



EAST BAY MUNICIPAL UTILITY DISTRICT 
EMPLOYEES’ RETIREMENT SYSTEM 

(A Component Unit of the East Bay Municipal Utility District) 

Required Supplementary Information 

(Dollars in thousands) 

For the Year Ended June 30, 2019 

(1) Pension Plan 

Schedule of Changes in Employer’s Net Pension Liability: 

2019 2018 2017 2016 2015
Total Pension Liability

Service cost 40,636$      41,106$   37,828$    36,791$   34,987$    
Interest 149,324  144,392  138,135  131,595  127,558  
Change of benefit terms  -   -  -  -  - 
Differences between expected and actual 
experience 48,581  (22,641)   5,278  (1,390)  438  
Changes of assumptions 12,484    - 52,596    - 18,421  
Benefit payments, including refunds of employee 
contributions (98,062)   (90,705)   (83,886)   (77,790)   (71,232)   

Net change in total pension liability 152,963  72,152  149,951  89,206  110,172  

Total pension liability - beginning 2,068,015  1,995,863  1,845,912  1,756,706  1,646,534  

Total pension liability - ending (a) 2,220,978$  2,068,015$  1,995,863$  1,845,912$  1,756,706$  

Plan fiduciary net position

Contributions - employer 71,221$      67,096$   65,218$    64,177$   61,660$    
Contributions - employee 16,860  15,820  14,741  13,260  11,963  
Net investment income 147,424  197,977  13,934  59,288  216,601  
Benefit payments, including refunds of employee 
contributions (98,062)   (90,705)   (83,886)   (77,790)   (71,232)   
Administrative expense (1,521)  (1,403)  (1,289)  (1,269)  (1,233)  

Net change in plan fiduciary net position 135,922  188,785  8,718  57,666  217,759  

Plan fiduciary net position - beginning 1,580,556  1,391,771  1,383,053  1,325,387  1,107,628  

Plan fiduciary net position - ending (b) 1,716,478$  1,580,556$  1,391,771$  1,383,053$  1,325,387$  

Plan's net pension liability - ending (a) - (b) 504,500$    487,459$    604,092$    462,859$    431,319$    

Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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EAST BAY MUNICIPAL UTILITY DISTRICT 
EMPLOYEES’ RETIREMENT SYSTEM 

(A Component Unit of the East Bay Municipal Utility District) 

Required Supplementary Information 

(Dollars in thousands) 

For the Year Ended June 30, 2019 

(2) Pension Plan 

Schedule of Employer’s Net Pension Liability: 

2019 2018 2017 2016 2015 2014

Total Pension Liability 2,220,978$    2,068,015$    1,995,863$    1,845,912$    1,756,706$    1,646,534$    
Plan fiduciary net position (1,716,478)    (1,580,556)    (1,391,771)    (1,383,053)    (1,325,387)    (1,107,628)    
Net pension liability 504,500$    487,459$      604,092$    462,859$      431,319$      538,906$      

Plan fiduciary net position as a percentage of 
total pension liability 77.28% 76.43% 69.73% 74.93% 75.45% 67.27%
Covered payroll* 193,717$    182,032$      174,586$    166,886$      159,513$      153,707$      
Plan net pension liability as a percentage of 
covered payroll 260.43% 267.79% 346.01% 277.35% 270.40% 350.61%

Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.

*In accordance with GASB 82, the covered payroll amounts are defined as the payroll on which contributions to a pension plan are based. The
covered payroll amounts for fiscal year 2014 through fiscal year 2016, were updated to adopt the provisions of GASB 82.
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Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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EAST BAY MUNICIPAL UTILITY DISTRICT 
EMPLOYEES’ RETIREMENT SYSTEM 

(A Component Unit of the East Bay Municipal Utility District) 

Notes to Required Supplementary Information 

(Dollars in thousands) 

For the Year Ended June 30, 2019 

The pension-related information presented in the required supplementary schedules was determined as part 
of the Pension actuarial valuation at the date indicated. Additional information as of the latest Pension 
actuarial valuation is as follows: 

Valuation date June 30, 2016
Actuarial cost method Entry Age Normal Cost Method
Amortization method Level percent of payroll
Remaining amortization period 

Assets valuation method 

Actuarial assumptions:
Investment Rate of Return 7.25%, net of investment and administrative expenses
Average projected salary 
increases* Ranges from 4.00% to 9.50% based on years of service*
Inflation rate 3.00%
Cost-of-living adjustments 3.00% per annum
Mortality 

*Includes inflation of 3.00% plus across the board salary increases of 0.50% plus merit and
promotional increases.

After Disability Retirement:  Headcount-Weighted RP-2014 Healthy 
Annuitant Mortality Table projected 20 years with the two-dimensional 
improvement scale MP-2015, set forward nine years for males and 
females.

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; assumptions
changes 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.
Market value of assets less unrecognized returns in each last five years.
Unrecognized return is equal to the difference between the actual
market return and the of 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.

Pre-retirement : Headcount-Weighted RP-2014 Employee Mortality
Table projected 20 years with the two-dimensional improvement scale
MP-2015, set forward two years for males and one year for females.
After Service Retirement and All Beneficiaries : Headcount-Weighted
RP-2014 Healthy Annuitant Mortality Table projected 20 years with the
two-dimensional improvement scale MP-2015, set forward two years for
males and one year for females. 
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Includes inflation of 3.00% plus across the board salary increases of 0.50% plus merit and promotional
increases.

After Disability Retirement:

Pre-retirement

After Service Retirement and All Beneficiaries
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