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To the People of the City of Philadelphia:

The Board of Pensions and Retirement hereby submits the Annual Report of the Retirement System

for City of Philadelphia employees for the fiscal year ending June 30, 2009.

The report consists of three sections:
¢ An introductory section, which contains a brief summary of the Fund and identifies the
administrators, trustees, investment managers and professional consultants of the
Retirement System, and
e An actuarial section which details the methods of costing and funding current and future
benefits to members and beneficiaries of the Retirement System, and
e A financial section, which contains the System’s financial statements, membership pension

data, and investment statistics.
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MISSION STATEMENT

The Board of Pensions and Retirement was charged under the Philadelphia Home Rule
Charter with the creation and maintenance of an actuarially sound Retirement System
providing benefits for all City employees. The Ordinance (Bill No. 907) implementing the
present Retirement System was formally approved by City Council on December 3, 1956,
and the System became operational effective January 1, 1957. The enactment of Bill No. 907
superseded the Act of Assembly approved May 20, 1915, P.L. 566, under which the Pension
Fund had previously been governed.

The Board, as defined in the Home Rule Charter, is composed of the Director of Finance,
who serves as chairperson, the Managing Director, the City Solicitor, the Personnel Director,
the City Controller and four members who are elected by the Civil Service employees of the
City of Philadelphia. The elected members serve a four-year term of office.

The 9-member Board formally approves all benefit applications, but its major role is that of
“trustee”, to ensure that the Retirement System remains actuarially and financially sound
for the benefit of current and future benefit recipients. The Board, with the assistance of its
professional consultants, develops the policies and strategies which will enable the Board to
successfully execute its fiduciary obligations.

The Executive Director, aided by a staff of 75 personnel, administers the day-to-day
activities of the Retirement System, providing services to over 64,000 members.

MEMBERSHIP

The Public Employees Retirement System provides benefits to police, fire and civilian
workers of the City of Philadelphia through the administration of 18 separate plans adopted
from 1915 to the present. In addition, the Board of Pensions administers (but does not fund)
a pension plan for the employees of quasi-public agencies (the Philadelphia Parking
Authority, the Hospitals and Higher Education Facilities Authority of Philadelphia, the
Philadelphia Municipal Authority, the Philadelphia Housing Development Corporation, and
the Philadelphia Regional Port Authority).

In fiscal year 2009, the Public Employees Retirement System had 29,817 active members
and 34,214 retired members, including 8,580 survivors and 4,344 people receiving disability
benefits.

During fiscal year 2009, the Board approved 2,310 pension applications submitted by
retiring employees, surviving spouses, beneficiaries and disabled members. The Board
processed 1,299 refunds of pension contributions to former employees and beneficiaries of
deceased members.

FUNDING

The Municipal Pension Plan Funding Standard and Recovery Act of December 1984 (Act
205) mandated funding methods for all municipal pension plans in the Commonwealth of
Pennsylvania. Under the provisions of Act 205, the Municipal Retirement System is required
to fund the actuarial liability accrued after July 1, 1985 on a level dollar payment method.
In effect, the cost of current pension obligations must be satisfied annually.

The unfunded actuarial liability which had accrued prior to July 1, 1985 is being amortized

over a 40-year period with payments increasing at the rate of 6% per year. This debt portion
will be satisfied on June 30, 2019.
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A class action suit, Dombrowski v. City of Philadelphia, was instituted against the City of
Philadelphia asserting that the funding level was insufficient to maintain an actuarially
sound system as required by the City Charter. The Philadelphia Court of Common Pleas
ordered that the judgment in the Dombrowski case was to be amortized in level dollar
payments over 40 years, ending June 30, 2009.

Act 205 requires that an actuarial valuation be performed annually and that an experience
study, covering a 5-year period, be conducted every 4 years to insure that the pension costs
derived by the actuary are accurate and based on valid historical experience.

In January 1999, the City issued $1.29 billion of 30-year pension obligation bonds having
an overall rate of 6.61% with a goal of reducing the City’s unfunded pension obligation
liability.

The normal cost to the Public Employees Retirement System for fiscal year 2009 was
$88,715,633. The total unfunded accrued liability for fiscal year 2009 was $473,638,875,
including $2,015,000 for the Dombrowski annual payment.

Under the City’s funding policy, the recommended contribution for the City for the current
year amounted to $524,079,305. The City’s actual contribution was $440,003,000. The
City’s contribution did meet the Minimum Municipal Obligation (MMO) as required by the
Commonwealth of Pennsylvania’s Acts 205 and 189.

INCOME

The City of Philadelphia is the largest single contributor to the Public Employees
Retirement System. The City contributed $ 440,003,000 or 73.5 % of the total additions to
the Retirement System’s net assets in fiscal year 2009. Employees contribute a percentage
of their pay, and the percentage varies with plan membership. Employee contributions
totaled $ 54,022,578 or 9 % of additions. Contributions from the quasi-public agencies
amounted to $15,386,006 or 2.6 % of additions.

A major source of income is the earnings of the System’s investment portfolio. Interest and
dividends amounted to $ 75,635,329 or 12.6 % of total additions, while securities lending
revenue increased plan net assets by $ 12,342,274 or 2.1 % of additions. Miscellaneous
sources provided $1,014,880 or 0.2 % towards the additions. Together the contributions
and earnings added $598,404,067 to the plan net assets.

The worldwide credit crisis adversely affected the City’s investment portfolio resulting in a
capital loss of ($912,254,505). Investment expenses of ($12,758,521), securities lending
unrealized loss (20,581,763) and securities lending expenses of ($6,662,875) resulted in a
decrease to the plan net assets of ($40,003,159). Combining the decrease from the
investment activity with other deductions such as investment expenses and security
lending expenses resulted in a decrease to the plan net assets of ($952,257,664).

INVESTMENTS

The 9-member Board of Pensions and Retirement plays an active role in the determination of
investment policy and strategy. All major decisions with regard to the portfolio are approved
by the Board based upon the recommendations of its investment consultants and managers
and the Board’s in-house investment staff. Fiduciary Investment Solutions, Inc., the Board’s
Investment Consultant, oversees the management of the portfolio by investment
management firms (a listing of these firms is presented on Pages 7-11).
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The investment policy developed by the Board provides the framework for the investment of
funds. However, the manner in which the Board invests its funds is constrained by legal
statutes. Investments of the Public Employees Retirement System must be made in
compliance with Section 22-1001 of the Public Employees Retirement Code and the
regulations for the investment of similar State funds as set forth in the Act of March 1, 1974
(P.L. 125, No. 31), as amended (71 Pa. C.S. Section 5931).

As part of its overall investment policy, the Board approved an asset allocation strategy
which has as its goal the identification of the mix of broad asset classes that most efficiently
balances the need for achieving an 8.25% rate of return with the desire to minimize the
possibility of capital loss. This strategy is periodically reviewed by the Board for possible
fine-tuning to ensure that it remains dynamic and reflective of market conditions.

The current portfolio structure is: 24.0% Domestic Equities; 21.0% Non-US Equities; 33.0%
Global Fixed Income; 6.0% Hedge Funds; 12.0% Private Markets; 3.0% Real Estate; and
1.0% Cash.

As of the fiscal year ending June 30, 2009, the total market value of Pension Fund
investments was $3,409,835,089 (a 24% decrease over fiscal year 2008) vs. the value at cost
of $3,685,103,502 (a 16% decrease over fiscal year 2008). Accounting principles require the
recognition of the assets at fair value and the resultant unrealized gain or loss shown as an
addition or deduction to plan net assets.

EXPENSES

Pension benefit payments are the Board’s greatest current normal expense. Of the total
deductions from plan net assets of $694,454,674 in fiscal 2009, $681,086,661 or 98.1%
were pension payments. Other expenses included $4,786,213 for the refund of pension
contributions to employees who left City employment and $8,581,800 for administrative
expenses.

AMENDMENTS TO CITY OF PHILADELPHIA PUBLIC EMPLOYEES RETIREMENT

CODE

Section 22-2202 — Definitions - Bill No. 080930 (Enacted by City Council April 23, 2009)

Section 22-2202 was amended to allow any police or fire employee, appointed to the position
of Commissioner or Deputy Commissioner of the Police or Fire Departments, to retain
membership in the retirement plan covering such member’s prior employment, all under
certain terms and conditions.

PROFESSIONAL SERVICES

AUDIT

Professional consultants are retained by the Board of Pensions and Retirement to provide
expertise and support necessary for the administration of the Public Employees Retirement
System. A list of those firms rendering professional services to the Board is presented on
Page 7.

The City Controller’s Office, which is independent of the City of Philadelphia Administration,
audits all operational transactions of the Board of Pensions and Retirement. For the Fiscal
year ending June 30, 2009, the Board elected to have the annual financial audit of the
Municipal Pension Fund performed by the accounting firm of Clifton Gunderson LLP.
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ACTUARIAL SECTION
INTRODUCTION/CERTIFICATION - CHEIRON

Classic Values, Innovative Advice

LETTER OF TRANSMITTAL

March 24, 2010

City of Fhiladelphia Municipal Fetirement Systern
Two Penn Center Flaza— 16% Floor
Philadelphia, P& 19102-1721

Drear Booard I etnbers:

At your request, we have perfonmed the July 1, 2009 actuarial walvation of the City of
Philadelphia Whud cipal Fetirement Systern,

In preparing our report, we relied without audit, on information (some oral and some written)
supplied by the Systern’s staff  This information includes, bt is oot limdted to, plan
provisions, employee data, and financial infonmation. The results of this report are only
applicable to the System’s contribution for Fiscal Year Ending 2011, and rely on foture plan
experience confortming to the undetdying asaumptions.  To the extent that actual plan
expenience deviates from the unded ving assumptions, the results will vary accardingly.

Thiz report reflectz the funding requirements and determination of the City's Minirmmun
Ilunicipal Ohligation (WIWIOG before recogrition of the amendments made under Act 44 to the
Act 205 fimding requirernents theough the addition of Chapter 100 A separate report will be
prepared ag required under Act 205 Section 100270010 to reflect the WIVID azamended.

We hereby certifyy that, to the best of our lmowledge, this report is complete and accurate and
has been prepared in accordance with genermlly recognized and accepted actuanal principles
and practices which are consstent wath the Code of Professional Conduct and applicatle
Actuarial Standards of Practice zet out by the Actuanal Standards Board, and that we meet the

Cualification Standards, as defined by the Amencan Acadensy of Actuaries, to render the
opinion contained in this report.

Finally, in preparation of this report we have accepted the assumptions and methodologies as
adopted by the Board of Pensions and Fetirement for the City of Philadelphia Dunicipal
Fetirernent System.

Sincerely,
Cheiron

Kenneth & Kent F3A FCA EA MAAA Karen Zangra FEA EA
Con=ulting Actuary Consulting Actuary



BOARD SUMMARY - PRINCIPAL VALUATION RESULTS - JULY 1, 2009

CITY OF PHILADELPHIA MUNICIPAL RETIREMENT SY STEM
JULY 1, 2009 ACTUARTAL YALUATION

SECTIONI
BOARD SUMMARY

The primary purpose of the actuanal valuation and this report 13 to disclose the following as of
the valuation date:

The financial condition of the City of Philadelphia Municipal Eetirement System,
Past trends and expected future trends in the Eetirement System’ s financial condition,

The City's required contribution for Fiscal Year (FY) 2011 before application of the
alternative funding under Chapter 10 of Act 205 pertaining to Cities of the First Class,

The Eetirement Board’s Funding Policy recommended City contribution, and

Information required by the Governmental Accounting Standards Board (GAZE).

In this Section, we present a sumimary of the principal valuation results. Thiz includes the basis
upon which the Tuly 1, 2009 valuation was completed and an examination of the current financial
cotndition of the System. In addition, we present areview of the key historical trends followed by
the System’s projected financial cutlook

A. Valuation Basis

The June 30, 2002 valuation results are based on the same actuanal assumptions and methods
used in the June 30, 2008 valuation except as foll ows:

Interest Rate: The interest rate decreased from 8.75% to 8.25%.

Asset Valuation Method: Investment gains and losses are smoothed over a ten year period
prospectively beginning with investment returns from Tuly 1, 2008 through Tune 30, 2009

Actuarial Funding Method: Amortization petiod of actuarial gains and losses was
extended from 15 years to 20 years.

Administrative Expenses: Expense assumption was increased from 7.5 million to $8.0
million.

Below we highlight significant cutcomes of this valuation. Table I-1 summarizes these results:

Unfunded Actucricel Liahifity (TTAL)}: The TTAT is the excess of the System’s actuanal
liability (ALY over the actuarial value of assets (AVA) The TAL increased from §3.779
billion as of Tuly 1, 2008 to $4.933 hillion as of July 1, 2009 primarily due to asset losses
from July 1, 2008 through June 30, 2002 as well as the increase in the AL due to the 50 basis
point decrease in the interest rate,
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CITY OF PHILADELPHIA MUNICIPAL RETIREMENT SY STEM
JULY 1, 2009 ACTUARTAL VALUATION

SECTIONI
BOARD SUMMARY

Funding Rario: This 1z the ratio of the System’s AV A to AL The funding ratio decreased
from 55.0% az of July 1, 2008 to 45.0% as of July 1, 2009 due to the asset losses and the

interest rate assumption change.

Minimum Municipal Obligation (MMO): The WO is the required minimum amount the
City must contribute under Pennsylvania State law hefore application of amendments
specific to the System. The MBMO provided in thiz report does not reflect pozaible deferrals

of a portion of the MO, as permitted per Act 44, The MMO increased from 5447 4 million
for FY 2010 to $569.3 million for FY 2011

Contribution under the Ciy's Funding Pelicy: The recommended beginning-of-year
contribution under the City’s Funding Policy increased from §545.6 million for FY 2010%
based upon actual FY 2010 payroll to an estim ated $682.3 million for FY 2011

7i1/2009 7f1/2008

Unfunded Actuarial Liakbality | § 4932932 | B 3,778,657
Funding Eatio 45 0% 55 0%

Fiscal Y ear 2011 2010

Minimum Municipal Obligation | § 569,290 | § 447 446
City's Funding Policy Contribution | § 682,335 | & 245,641
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CITY OF PHILADELPHIA MUNICTPAL RETIREMENT 5YSTEM
JULY L, 009 ACTUARTAT VALUATION

SECTIONI
BOARD SUMBMARY

B. Current Financial Condition

CUn the following pages, we sunmarize the key resultz of the July 1, 2009 valuation and how
they compare to the results from the July 1, 2003 walvation.

1. City Membershin:

A chown in Table [-2 below, total membership in the Fetirement System decreazed by 0.3%
from 2005 to 2009

Memb e ship Total
July 1, 2009 July 1, 2008 % Change
Actives 2EA3D 29215
Terminated ¥V esteds 1,336 1,263
Dizahled 4 183 4 349
Fetirees 21,214 20,898

Beneficianies 8.5 54 8.510
DEOF 1638 1,648

Total City Members 65,662 65,883

Annual Falanes 1,463,250 7609 1,456,520491
Average Salary per Active Iember 51,108 48,855

Antmal Betirernent Allowatices f05,992 742 585,670,639
Avwerage Retiremnent Allowance 17,794 17,350

A significant result is that the active participant population decreased 2.0% during the
2008 — 2009 plan years while the inactive population (excluding the DECOFP patticipants)
increased 1%, Furthenmore, the average salary per active member increased by only 2.5% dunng
the plan year, which iz significantly below the assumed 5. 0% slary scale. Due to the decrease in
the active participant population, the total payroll growth was lower than expected at 0.5%
versus the 4% payroll growth assumption. Annual retirement allowaneces continued to inerease
by 3.5% thiz year.
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CITY OF FHILADELFHIA MUNICIPAL RETIREMENT 5YSTEM
JULY 1, 2002 ACTUARTAT VALUA TION

SECTION I
BOARD SUMMARY

2. Tty Agsets and Liahilities

Table [-3 presents a comparison between the July 1, 2009 and July 1, 2008 System assets,
liakilities, DAL, and fimding ratios. The Funding Ratio decreased materially from 55.0% as of
July 1, 2008 to 45.0%0 as of July 1, 2009 due to the decline in assets and increase in liabilities as
a function of the change in the miterest assumption from 8.75% to 2.25% effective July 1, 2009,

Tabhle I-3
Assets and Liabilities
$thousand =
July 1,2009 July 1,2008 % Change

Actuarial Liabilities by Member shap:
Actives 3,164,553 2,946 646

Tetminated ¥ esteds 111,107 100,163

Disatled 644,177 610,402

Retirees 3,268,581 3,627,513

Bereficiar es 433,044 460,275
DROF BE5 958 652,392

N otV ested B efunds 5585 4 829
Total Actuarial Liakility 2,975,045 2402219

Matkeet ¥ alue of Assets(net of PAF)* 3,368 427 4.383,545
4 ctuarial Value of Assets(net of PAF)* 4,042,113 4,623,562

Unfunded Actuarial Liability 4932932 37T 65T
Funding Ratio 45 0% 35.0%

*The PAFs available for dishibotion woder title §23-311 gf the Philadelplia Code. | mnerd the PAF provides
Jor enhayeed benefit Estribution to refivees and bevgficiaries frough the wse of excess eanings. For move detals
o the PAF see Seciom T - F

The market walue of assets (net of the Pension Adustment Fund (PAF)) decreased by 23 2% For
the actoarial value of assets, the experience gans and losses are smoothed ower fotare years,
which yielded an intial inerease in the preliminary actaarial value of assets of 1.5%. Howewet,
the final actaarial of assets 15 Hmited by the 20% corridor around the market vaue of assets
ptohubating the vse of an actuarial asset walue that 18 20% more or less then the moarket walue,
which caused the final actuarial walue of assets to decrease by 12.6% over the prior year.
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CITY OF FHILADELFHIA MUNICTPAL RETIREMENT SYSTEM
JULY 1, 203 ACTUARIAL VALUA TION

SECTIONI
BOARD SUMMARY

3. Components of TAL Change betwreen Julyl, 2002 andJuly 1, 2009;

The Retiremert System’s unfunded actuariad lishility increased by $1,1542 million, from
$3,778.7 million as of July 1, 2008 to $4,9329 million as of July 1, 2009, Table -4 helow

presetits the specific components of this change in the TAL based upon expected IO
cotitriboati ons.

The System experienced an $822 4 million irvestment loss based upon the actuarial value of
asgets and a $10.2 million liability loss. There was also a $384.4 million liability increase due to
the assunption change of decreasing the interest rate from 2.75% to 8.25%. Acud FYV 2009
contributions created a $2 4 million gain when compared to the MWD expected contribuations

which was offset by a $4.0 million loss due to the one year deferral of gains and losses under the
MIWVO cotutribuati ofn method.

Tahlke I-4
Change in Unfund ed Actuarial Liahility

zaitl) A oss
Conirthutions

AL change to difference in henefit accrua s, MMO contribstions, and timing § (2.4

JAL change due to one-year delayin MMO contribotions
Assump Hon Change
AL change due to asswn ption change
Total
Totd net overdl chatge: swm 1 through 5
Expected change in AL
Totd unexpected increasefdecrease) inTTAL: 6 +7

The $10.2 millionliakility lossis attritngable to the following:

¢ 343 million demographic gain due to the decreased active population and average pay
inct easing less than expected.

o F14.5 million loss due toretirees
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4. Contribufions:

The contribution under the City’s Funding Policy for Fiscal Year (FY) 2010 was originally
estiraated to be $548 8 million based upon estimated FY 2010 payroll. Using updated payroll the
FV 2010 contribution is $53456. For Fiscal Year 2011, conbibutions mcreased by 7.55% of
payroll, frorn 37.29% to 44545 In dollar terrns, the contnbubons under the City's Funding
Policyincreased from $545 6 million to $682 3 million, a $136.7 million increase. The FY 2011
contributions under the City's Funding Policy will be updated next sear when the FYV 2011
payroll is wvailable. &1 conbibutions for the City's Funding Policsy are provided as of the
beginning of the wear.

The Ilirdrarn Whinicipsl Obligation for Fiscal ¥ear 2011 measured as of the beginning of the
wear increased by TETY of paywroll, frorn 29540 to 37.41% . In dollar terms, the recuired
beginning of year conbibution increased from $447 4 million to $569.3 million, a $121.9 rallion
Increase.

In Section IV of this repaort, we provvide more detail on the development of these contributions.

Conirbutions
(% thousands)
2011 Y ofPa
City s Funding Policy*
Estitnated F¥ Pawyroll 1,521,790 1,443,260

Mormal Cost (with Expenses) 14 473 oI 130,827 B 045
Emplowwe Contributions (522400 34T (A9 2040 | 3 A0,

CityMormal Cost T 6.35% 21,023 5540

Smortization Pasene nt SEST02 | 38499 dad /19 | 31 75
i : BED I35 | 4484% 45642 | 37.29%
Minimum Municipal

Estitrated F¥ Payroll ] 1,521,790 1,514,781

Mormal Cost (with Expenses) $ 140 473 QELS 135,724 5.96%
Emplowee Contributions (S840 347 (51 5587 3.40%
CityMormal Cost § 6,633 635% | % 24,166 5.56%
Lmortization Pawrent 472657 | 31.06% 363280 | 23.98%
Llinironrn Miurdcipal Oklization ] 569200 | 3741% | § 447,446 | 29 54%,

# o s Lmine B lrEne-af year papame .

ek FE NI pawol o the Cips Fumding Policy reflects dased e July I 2008 pay pates ard will &e fralized
Wwhen the FI° 2010 peproll is avalioble, Al atfer powol is cshimated dased oy the pmaor yea's data wee d fovr
the o tumal valiatima
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C. Historical Trends

&lthough most of the attention given o the waluation reflects the most recently cornputed
unfunded actuaral lability, fanding ratio, and contribmtion amounts, it iz Boporant o remember
that each waluation iz merely a shapehot of the long-terrn progress of a pension fand. It is
equally mportant to judge a ewrent year’svaluation result relattee to historcal trends, as well as
trends expected into the fubure.

In the chart below, we present the lastorical trends for the rmarket and actuarial walue of assets
compared to the actuarial labilifies and present walue of future berefits, we also show the
progtess of the Fetirement Syster’s funding ratios (provided above eachbar) sinece 2000,

City of Phildelphia Assets* and Liahilities — 2000 to 2009

* hdoplet vale gf as sets inclades Y PAF, whash s nat avaloblk for fumding puepases.

The System’s fanding ratio has declined significanfly since 2000, In 2007 and 2008, the fanding
ratio increased for the first tirne since 2000, pritnarily due to strong asset perforrmance and the
delaved asset loss recognition methodolog v used for the actuarial walue of assets. In 2009, the
furding ratio declined by 10%% due to the investment losses during the wear and the change in the
actnarial lishility inte rest rate assurnption.
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Thiz histonie trend ernphasizing the funded statis has continued to decline mereasing the nsk of
mmsokeney if contributions coupled with more stable and favorable retwns relattee to the long
terrn asswrnption arve notrealized in the near future.

In this rext chart we present historical tends for the Mlinirarn Mavdeipal Oblization (WD),
the contrbution under the City's Funding Policy, and the actual contibution made for fiscal
weats since 2002, Because there 13 a two-wear lag in the deterranation of the City Funding
Policyand WIWO requirements, we show the contributions to date and the eshmated amounts for
fizral years 2010 and 2011.

City of Philadelphia Coniributions for Fiscal Years 2002-2011

EEEMMO [ City Funding Policy %= Conirdutions

2003 2004 2005 Xo0&6 2007 X0 2000 010 2011
Fizcal Year Ending June 30

The key trend illustrated in this chart 1z the rapid escalation i all three meamres starting i
FY 2004 due in part to investrment losses and m part to the City's fnding decision. Since 2004
the City began to make contrbutions based on the MO rather than the Funding Policy which
has resulted in the Funding Policy amounts diverging more frorm the MO, This 15 especially
evident for FY 2011 contributions, where the City’s Funding Policy contrbutions increased
about $137 million. In addition, the WIVD and City’s Funding Policy amounts for FY 2011
mereased significantly due o the vestment losses and the change i the actuarial lability
mmwvestinent rate asswmption. Possible contrbution deferrals provided for under Act 44 for
FV 2010 are not reflected aboree,
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The chart below shows histoncal amortization and City nomaal cost payrrents ander the IIVO.
&lzo shown is the total beginning-of-wear pavrnent as a percentage of payroll based on the values
in the legend on the nght versus the hne graph, forexargple in 2011 the City cost 15 expected to
be just under 40°% of payroll

MMO Conirihutions by Source for Fiscal Years 2002-2010

Amo niization Payment
City Nomal Cost Paynweni
= == Total Payment as % of Pay at BOY

2002 200F 2004 2005 2006 2007 2008 2002 2010 2011
Fircal Year Ending, June 30

The chart illustrates that the City nomnal cost payroent has remained relatively lewel over the
penod shown except for FY 2011 where there 15 a srnall increase due to the change in the
investrent rate assurptions. The amorbzabon payment to pay off the unfinded actuanal
liahility has increased frorm just under $100 million for F¥ 2002 to just under $500 million for
F¥ 2011 The tofal payment as a percentage of payroll is now nearly 37%, up frora about 11% in
FV 2002. Both the amorbization payient and the fotal paymuent as a percentage of pawoll
mereased from the arnount due i FY 2010 to the arnount due in FY 2011,
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D). Projected Financial Trends

Chir analysis of the City of Pliladelphia Iomecipal Fetirement Syster’s projected financial
trends 15 an mmportant part of this saluation. In this section, we present our assessment of the
waplications of the July 1, 2009 waluation results on the future outlook m terms of benefit
security (assets over liabilities) and the City's expected cost progression.

In the charts that follow, we project the Betirement Systerm’s assets and liabalities, and the City’s
contributions as a percent of payroll. Unless otheraise noted we assume the WIVID contibutions
are made each year and the maplications to the System with and without the application of the
peruitted rolling amortization when the funded status reaches 70%. Our dllnstrations assurme the
provisions of &ct 205 as amended by Act 44 remain in force during the projecton period without
consideration of the sunset provisions. Possible deferred contribubions are not reflected in these
projections based on the understanding that the City will be oblgated to contrbute mterest on
the outstanding deferrals, rmaking the transaction relatreely cost neutral as measured against the
artuarial assuraption.

The projechons are provided on two different agset returm assumption bases:
1} Bssurning & 25% retwns each and every year, and

4} Agzurang rehwns shown n the table below. These are rates of rehwn which wary each
year but over the projection penod equal on average the assumed & 25% retwn. We do
this because the City's retam will newver be lewvel from wear to year and the System must
anticipate the implications of asset return volatility to the funded status and contribution
reguire me nts.

Fiecal Tear 2009 211 a1z X135 214 2015 201a 2017 Als
Retxn 2 5%, 11.5%  1535% 13534 105 7.5 550 05% -4.5%

Ficcal Tear 2019 221 azz X235 2024 2025 a02a am7 228
Retam  _0.5% G.5% F5% 115 15.5%  18.5%  155% 11.0% B30

In reviewing each of these projections, it 5 the future trends wersus the actual walues that are
nnportant to consider in your deliberation of the nsks of the Systern and the potental volatilityof
future fanding ratios and Citycontributon lesels.
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Projection Set 1: Assets* and Liabilities

The two charts below show asset measures (green and blue lines) compared to lisbilities (grey
and pink bars). &t the fop of each chart 12 the progression of the Syetem’s funding ratio which
compares the actuarial value of assets (green lines) to the actuarial habibtsy (grevhars). The most
revvealing insizht from these two charts 15 how varang wevestrnent rehuns impact the System’s
funding ratio. In both projections you can see that we applied the 10 year asset srooothing
tnethod adopted by the Board, This has sigraficant indluence on the sraoothing of assets agamst
rnarket walue wolatility.

Chart 1: Projection of Asseis and Liahilites, 8.25% returneach vear and
City males conirdh utions hased on MMO
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Chart 2: Projec tion of Asseis and Liahilities, v arving refurns averaging 8.25% and
City males conirih utions hased on MMO
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Fidfiet value of assets mciades the PAF, winehis nat ovaloble for i g puepose 5.

Chart 2 demonstrates that if the fund can achiewe a long-term rehun rate of 5 25%, the funding
ratio can be adversely ropacted by wolatile retwrns wear by vear, This cormponent of funding nsk
13 dimven by negatree cash flows (where benefit pavrnents and expenses are greater than
confributons). Whern a mature fund pays out more than it receres na year when retums are
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below the assurnption, the assets that get paid ont are no longer in the fund during subseque nt
years of market recovery,

It 15 also waportant to consider the fact that as long as the Systern 13 significantly underfunded,
the financial burden on the City will remain relatmeely gh and the only reason both of these
projections show gradual mmprove rent 13 becanse the confributions will be adjusted to cover any
cost volatility,

Chari 3: Projectionof Assets and Lishilities, 8.25% refurn each year,
and the City males conird uions based onthe Citv’s F ing Polic
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In the dhowe scenano where the City's Funding Policy 13 contributed every sear, the System
reaches a funded ratio of 2% at the end of the projection perod (mirlar to the projections on
the prior page in Chart 1), &lao, prior to 2027 the funding ratio is hagher than the ratio achiewed
each year 1f the IWIVIO contributions are made, because of the lgher assumed contbubons.

Chart 4: Projecton of Asseis and Liahilities, under the MAMO, 8.25% return each vear, and
applic ation of rolling 10 vear amoriization once the Fund is T0% funded
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Under &ct 205, wlhich states that 1f the plan 1z 70% funded or agher, the City can adopt the
policy of aremally re-arnorhzmng the unfinded bability over 10 wears, Chart 4 15 siailar o
Chart 1, except that onee the fund 15 70% funded, contnbutions are made on the basis of 10-year
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rolling arnortzation. The resulting funding ratio atthe end of the projection period is lower than
if the WIWVIC) weas contributed for the entive period (22%, sersns 885

Projection Set 2: Projecied City Coniribution Eate

The chart below shows that the City's composite contrbution rate under the WIVIO which
mcreaszes slowly unhl 2017 after which the IWIVID) decreases shghtly untl 2026 when the mohal
urfunded 15 paid off and the contibution rate drops to less than Q0% of pay roll. The uwnfunded
actuarial lisbility 15 not paid off during fhas projecton penod; thus the projected contnbutions
never revert to the normal cost rate. The decrease m 2019 for the City’s Funding Policy rate is
due to the payrnent 1n full of the 1mbal unfirded liability, This projecton assurees all actuanal
assuraptions are mwet, including the 825% anticipated investment retum assurapton, and the
WIWVIO confributions are made each year.

Chart 5: Projectionof City Conirdhutions, 8.25% return each vear
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Ls shown above, varying rebmms have an bopact on the computed City contnbubion rate,
especlally in the later projection sears. However the wolatility 15 ritigated for two reasons, the
10 wear smoothing of assets and 20 wear amorhzation of experence gains and losses. This
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Ulustrates that the futare contnbutions should be anticipated o be higher to adjust for the market
solathity, Thus, the marke twolatility can prolong the period of pasang down the anfunded when
coupled with the rapact of negatrre cash flows in down markets.

Chari T: Projection o f City Conirih utio ns, 8.25% reiurn each vear,
and the City makes conird utions based on the City's Funding Policy

Thiz chart shows the expected future contribation if the City's Funding Polic v contributions are
tade each year. Since larger contributions are assumed o be made each year up front, projected
confribntions are expected to steadilsy decline when compared to Chart 5.
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Chart 8: Projection of City Contributions, 8.25% reiturn each vear,
and app lic ation of rolling 10-vear amoriization once the Fund is 70% funded

Chart 8 15 similar to Chart 5, except that once the fund 12 70% funded confributions are made
using a l0-wear rolling amorbization (as perrmtted under Aect 205). This creates a smoother
funding recuuirervent than continned funding using the varous amorhzation bases. The following
chart illustrates how this provvision could affect the futore fanding requirerments.

w1 i by [ ¥ [Far)
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G. Asset Gain/(Loss)

SE CTION IT
ASSETS

There was a $1,235.1 million irvestrnent loss on market walue of assets when compared 1o the
expected as of Tuly 1, 2009, Table [1-5 reconciles the 2009 asset loss (expected versus actoal) for
the matket walue of assets both net of the PAF and in total. This 1reestraent loss 15 sroothed
over a ten-year peniod to deterrane the actnanal walue of assets (see Table [1 - 4). Alzo provided
below 15 a reconciliation of the PAF. There was no PAF transfer arnount as of July 1, 2009.

Tah ke II-8

Calulation of Asset Gain{Loss)

Market Vahue
(et of PAF)

PAF

. Marlet Walie of & ssets

as of July 1, 2008

. Trars actiors Durine Han Vear

Faly 1, 2008 to Fare 30, 2009

a Contnbubors

City and Conenorrarealth
Enmplowees
Casi-Fub lie & gencies

. Benefit Payments

. Wathdraerals

. &dnnrs babve Expenses

. Het Trare actices

. Expected Itvrestvent Income From

Jaly 1, 2008 to Jare 30, 2009

. PAF trarefer at Falv 1, 2003

. Expected Market Vahie of Assets

mof fldy ] 2091 + Ze + 5.+ 4]

. Marlet Wahie of Lssets

as of July 1, 2009

. rves trert Gainf(Loss) [5. - 5]

$ 4,383 544,734

$ 440,003,000
34022578
15,556,008

(655973491
(4,785,215
(2581800

40,530,613 T 4424075347

- % 440003000
- 022578
- 15,756 006
(251131700 ' (6810ESEEL)
- (4,756,213
- (5,58 1 200

$ (159529500

¥ I79ERLESE

$

$ 4.803,500,670

t 338pAZT 258

$01,2535075412)

(25115170 §  (185043,000)

(2077625 * %

371,808,231

i3
I3WEE 451030458

F35RE1E 33757707

(12350754 12)

! ITos 15 the amowt F dspilutions made ot of the Pexsioms Adiusteert Famd deine fr Pl Fe
! The PAF {5 credite dwithixvestnert income at the m it pate gf retuem ened Iy pla assets
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Table ITT-3 shows the derivation of the City normal cost as a percent of pay for each Plan in the System.

SECTION III
LIABILITIES

Table ITT-3
Derivation of the Normal Cost as of July 1, 2009
($ thousands)
1967 Plan 1987 Plan
Municipal Police Fire Municipal _ Flected Police Fire Total
Retirement §o1s515| % 02141 % 3630|% 23653 (% 11§ 32720 (% 10383 | % 05426
Death 034 377 163 2,092 13 1,361 465 5405
Dizability 2,159 75 281 4757 17 3430 958 12,377
Termination 5,396 753 75 12,517 92 2,753 730 22,517
Admini strative Expenses 3.212 1,311 463 2,063 5 730 214 3,000
Total Mormal Cost 7217 12429 4,812 45,082 37 40,993 12953 143,724
Fxzpected Emplovee Contributions | § 9T9 |t 430210 % 1E7T| 8 13552 )% 1451 % 16535 % 4868 | $ 50,808
City Marmal Cost $ 17438 % 3127 % 33508 315308 921 24458 (% 8085 % 92915
Current Annval Payroll bo20441 |5 1698 | 27953 | % 674,228 | % 1,592 | § 330,694 |§ 97353 | 1,463,260
City Mormal Cost as % of Pay,
Begimning of Year Payment 6.741% 11.336% 11.215%, 4.676% 4.862% 7.396% 3.305% 6.350%
City Mormal Cost as % of Pay,
End of ¥ ear Payment T.207% 1237 1% 12.141% 5.062% 5.263% 8.006% 8.000% 6.574%
RNofe: Mumbers may nof add due fo rownding.

Table 14 shows changes in the unfunded actuarial liability from July 1, 2008 to July 1, 2009 due to actuanial experience and the

interest rate assumption change; there were no plan changes.

It also shows the development of the expected unfunded actuanal

liabality from July 1, 2009 to July 1, 2010 based upon the City’s Funding Policy, which 15 used to develop the end of year amorfization
amnounts for the City” s Funding Policy in Table IV — 10 and in Appendiz I The actuarial experience of each of the plans 15 calculated
based on the plans” actual asszet and lability values compared to the expected values.

Note: Numbers may nof add due fo rowreding.

Table IT14
Expected Unfunded Actuarial Liahility for the Plan Year Ending June 30, 2010
($ thousands)
1967 Plan 1987 Plan
Mhumicipal Police Fire Municipal Elected Palice Fire Total

1. Expected Unfirded Actuatial Lishility

(ALY as of hulwl, 2000 Basedon

July 1, 2002 Valuation $ 1969374 | $1079.629 | § L3416 | § 37046 | § 4371 | 50026 | § 20,189 | §3,635652
2. Changes in TTAL due to

a. Actyati sl Experience § 3E5427 | § 104806 | § 85935 | § 98213 | § 4260 | § 112331 | § 31250 | § 01ZEa0

b Assrgtion Changes 163,785 T5074 20015 55132 7 47173 12,645 324442

c. Active FlanChanges - - - - - - - -

d. Inactive Plan Changes - - - - - - - -

&, Subtotal § 549212 | § 269880 [§ 115850 | § 153345 | § 4986 | § 159504 | § 44,504 | §1,207.281
3, Actuad UAL asof July 1, 2009 [1.+ 2e] § 2519086 | $1,349509 | 530466 | § 241,291 | § 0357 | 209530 | % 64,693 | §4,932932
4 Expected Changesin AL from

Tuly 1, 2009 toJuly 1, 2000 due to

a. Interest on Changes in UAL § 45310 | § 22265 | § 9558 | $ 12651 | § 411 |4 13159 | § 3672 | § 107026

. FY 2010 Amortizaion Contritntion (104177 (66,491) (21,154 (1,309 1z 119 2 (193125

c. Subtotal 5 (52R6M § @azEn| § A1) 11342 | § 01 | § 13278 | & 3680 |5 (26099
5. Expected UAL as of hids1, 2010 [3. +4c. § 2460219 | $1305284 [ §  RTEAD 0§ 252633 )% 0648 | § 222808 | § 62,373 | §4,246,233
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SECTION IV
CONTRIBUTIONS AND MINIMUM MUNICIPAL OBLIGATION

In Table IV-1 we provide the employee contribution rates as a percent of pay effective for the
plan vear staring July 1, 2010, Table IV-2 shows the quasi-agency funding ratez az a percent of
payroll.

Table TV-1
Employ ee Contribution Rates
for the Plan Y ear Beginning July 1, 2010

Municipal*

1967 Han 375
Flan §7 2.01%%

* For Mumicipal 1967 plan emplopes confribufions are 8% for pay 1 excess of #1e socidl securiiy wage base

This table 1sclates the City Funding Policy requirements for the CQuasi Agencies that participate
in the System based upon rates used to determine the 1967 IWunicipal cost.

Table TV-2
Quasi Agency Funding Rate as a Percent of Payroll

Valuation Date July 1, 2009 July 1, 2008

Fiscal ¥ ear 2011 2010

1. Mormal Cost Rate T2 f.135%
2. Amortization Rate under the City's Funding Policy 25 124%% 9349354
3. Total ¥Vear-End Rate [1. + 2] 132421% EEREELE
4, Adjusted for Quarterly Payments [3. x 0.965377] 128.285% 96.516%%

Table IV-3 below shows the development of the FY 2011 Minimum Municipal Obligation
(WIMIOH for each division. Table IV -4 on the following page shows a schedule of amorization
payments toward the MO bazed upon the MMO amortization periods and the new interest rate.

TahleIV-3
Development of the Minimum Municipal Ohligation for Fiscal Y ear 2011
(% thon sands)
Non-Uniformed Police

Estimated FY 2010-2011 Payroll 072,984 418488 130318 | § 1,521,790
Mormal Cost %o T.189% 127769% 13,6355 027

Norrral Cost 69,047 53438 17,7638 141,153
Amortization Payment 263,206 154 975 54 ATE 472,857
Adrinistrative Fxpenses 5491 2,123 77 2,320

subtatal 335,644 210,535 72951 622,130

Expected Employes Contribntions (24,363 (21,670 (6,807 (52,5403

Iinirmum Wunicipal Obligation 314,281 185,565 66,144 569,290

MNote: Mumbers may not add due fo rowsding,
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Table IV-4
Unfunded Liability Payrments toward the MMO for Fiscal Year 2011
} thousands)
Nunic ipal Police Fire Total
Type of Bas L Bemaining  FY 2011 /L2000  Remaining  FY 2011 NL2009  Remaining  FY 2011 TL2009  Bemaining
Years Payment Balance Years Payment Balince Years Payment Balinwe Years
Original July 1, 195
Unfunded Lighility § 9,772 16 § 0 oTm0|§ ame2es 16 5008 | § 24050 16 § 19043 | § 1783678 16
July 1, 1903
Lctive Plan Change § (143 1 $ (1470 % (95) 1 § 95 $ - - § Bk @3 1
Leaurnption Charge (1,404 1 (1,404 11 1 1 (1) 1 260 % (L6549 1
Subtotal § 0 01,548) § 0 (L%6) § (34 § 24| $ (261) § 260 F (L300
July 1, 1995
Experience (Gain)/Loss | § 930 1 § et 62 1 § 2| % (403) 1 § a0z | § 589 1
Letive Plan Change 232 [ 47 - - - - - - 232 8
Subitotal & 1,162 § wé | § 62 § 2| % (403) § a0z | § 221
July 1, 1996
Expetience (CaimpLoss | 1,234 2 5 642 | & A0 2 5 5% (527 2 5 274 % 1315 2
July 1, 1997
Erpetience (CaindLoss | § (12,495 3 § e s (7099 3 @ (4mM) 3 o Lom s (3031) 3
Legumption Charge 2680 H 4816 3632 2 589 1,530 H 245 [§ 34341 H
Subitotal § 11,134 §oEEF (3466) § 0 0PEn|E (326 § 0 (14600 § 4502
July 1, 1908
Experience (Gain)/Loss | $§ (6,703 4 §oooLEmn (5473 4 §osEm| s anm 4 § 0 (1FEm|F (17090 4
July 1, 1909
Experience (Gain)/Loss | § (65,843 5 (1535 § 424 5 § 13§ (23008 5 § 0 (55M|F (20260 5
Letrve Plan Change 10,538 10 147 - - - - - - 10,538 10
Subitotal (35307 (138§ 424 § 13§ (23008 § 0 (55MmE (7RTI
July 1, 2000
Experience (Gain)/Loss | §  (14,868) [ §ooEmpl s nEw 4 § 4164 | § 43 [ § 25§ 6,234 [
Nofe: Numbers may nof add due fo rourding.
Table IV-4

Unfunded Liability Payments toward the MMO for Fiscal Year 2011 {continmed)

Muni ipal ice Fire Total
Type of Base TiLi2009 Remaining  FY 2011 Tili2002 Bemaining FY 2011 TrL2002 Remaining  FY 2011 T2000 Remaining
Balance Years Payment Balance Years Payment Balance Years Payment Balance Years
July 1,2001
Experience (CainpLoss | § (12,176 (20090 5 (14.581) (184730
Agurption Charge (3,225 (4000 (123 (228) $ (3247
Subtotal § (15400 (2510 5 (18420 5 (2238 3 (28TE
July 1, 2002
Szt (Gan)Loss 5 18,245 1,688 | § 1,047 5 om $ 33174
Ligkility (rairyLoss 104,264 16,520 69,508 1124 A $ 192958
Egsnmption Charge § 12,925 1,531 § 2570 § 1015 $ 23241
Subiotal 135,034 D140 IR 5 13,163 254373

July 1,2003

Bsset (Crain)/Loss 322,038 2,847 169937 15222 565029
Liskility (Cain¥Loss 5808 £,940 8556 127 74750
Lotive Flan Changs B B 082 228 25113
Inactve Plan Change - - 17627 a4va LT
Subtotal 351,366 71,786 216203 BTE F00,759

July 1,2004
Excperiense (ChindLoss 116,494 372 9.7 207,561
Fuly 1, 2005
Experience (Cain)/Loss 150,00 21067 10418 05,856

Eganmption Charge 219,811 . 106,362 1127 368,874
Han Charge 1,927 243 Ei] - 2170

Subtotal 411,236 127671 2198 G76,259

July 1,2007
Experience (Chinifloss | § 130,351 174 2 145087

Note: Numbers may vof add e fo rowding




CITY OF FHILADELPHIA MUNICIPAL RETIREMENT SY STEM
JULY 1, 2009 ACTUARIAL VALUATION

SECTION IV
CONTRIBUTIONS AND MINIMUM MUNICIPAL OBLIGATION

Table IV-4
Unfimded Liability Payroents toward the MMV O for Fiscal Year 2011 (continmed)
(¢ thousands)
Municipal Paolice

Type of Base: T 2009 Remaining FY 2011 TiL2009 Remaining FY 2011 TL2002
July 1, 2009
Experience (Caini/Toss | § 513091 § 2714773 $ 114937 $ 903701

Eggumption Charge 218654 120247 4250

§ 384442
Subtotal 73625 3020 $ 15798 $ 1288143

Fire Total
Remaining FY 2011 TIL/2009 Remaining

Balance Years Payment Balance Years Payment Balance Years Payment Balance Years

Total § 2,769,734 § 1,559,040 § 604158

$ 4932932
Mote: Mumbers may nof add due fo rowding.
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CITY OF PHILADELFPHIA MUNICIPAL RETIREMENT 5Y STEM

JULY 1, 2009 ACTUARTAL VALUATION

SECTION IV
CONTRIBUTIONS AND MINIMUM MUNICIPAL OBLIGATION

Table IV- %a provides the market value of assets excluding the Bond 1ssue assets and excluding

the PAF.

Table IV-9a
Receip s and Dishursements Fxcluding Bond Issue Assets

Municipal

Police

Fire

Total

Aggetsasof July 1, 2008

Receipts
Errployer Contributions
Erployee Contribntions
State fid

Supplernental State Assistarce

Inwvestment Income

{inclndes investment expenses)

Cither Feceipts
Total Receipts

Didmse ments
Be ne fit Payroe nts
Refimd of Contributions
Adrainistrative Expenses
PAF Trareferat Year End
Cther Didarsernents

§

2134544836 §

252748034 %
25,358,172
32,154,743

{442,080, 012)

1,231,4335,993

118,794
21,411,006
20,316,547

(252,778,357

§

$

368,472,027

55,211,943
7,253,400
7,087,794

(77.163,613)

§ 373450665

L26,754.919
54022578
59,559,084

(112,930,988

(132,722,069 §

371,584.205 %
2,591 965
5,671,962

(92,255263) §

195,341,400
1LAR6,40

2174921

(7,610,473)

35,047,777
e
134,917

(E2,504.405)

A55,973,490
4786212
8,521,800

Total Dighurse ments 319,848,222 § 03002760 § 26,490,521 § £69,341,504

Aggetsasof July 1, 2009 1621962345 § 936,2253M § 274377033 § AEILSTOME

Note: Numbers may nof add due fo rownding

Table IV- 9% provides the market value of assets including the Bond 1ssue assets but excluding
the PAF.

Tahle IV-%h
Receip ts and Disbursements Including Bond Issue Assets
Municipal Police Fimwe Total

Aissets as of Tuly 1, 2008 § 2538219538 § 1341828086 $ 0 503497310 4383 544 T34

Receipts
Employer Contribations 220779,%2 § 120775487 § 45,274,520 305,220,000
Employee Contrinrtiones 237358,172 21,411,006 1,253,400 34022578
State Aid 32154 743 20,316,547 7,027, 06 59,558,054
Suppleme ntal State Sesistance - - - -
Irvestnent Incore
fincldes investment e xpenses) (452 A08 06 T) (263,228 679 196,752 810) (853,187,538)
Othe r Bece ipts - - - -
Total Receipts (214313,1289) § (943256897 § BT § 0 (345,775972)

Digburse re nts
Benefit Payrrents 371584205 199 341, 420 25,047,717 655,973,492
Refund of Contributions 2591,%5 1,486,420 T07ELT 4.726,212
Administrative Expenses 557192 2174921 734017 & 581,800
PAF Trarefer at Year End - - - -
Cthe ¥ Dishursernents - - - -

Total Dishurse ree nis 379,245,001 203,002 761 26,490, 521 £65,341, 504

Lissets as of July 1, 2009 1,944,057 927 1,044, 499 36 379,260, 605 3,368,427 258
Nofe: Mumbers may not add due fo rowvding
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GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB)

CITY OF FHILADELFHIA MUNICIFAL RETIRENMENT SXSTEM
JULY 1 2009 ACTUARTAL VALUATION

SECTION V
ACCOUNIING STATEMENT INF ORMATI O

The Govertnental Accowting Standards Board's Statement Mo, 25 (GASE 25) iz effective for
plan years begimming after June 15, 1996, and supersedes Statemert Mo 5. GASB Ho 25
establishes standards for disdoswe of pension information by public employes refirement
systems and governmertal employers i notes to financial statements and supplement oy
information The disdoswe presents the actuaridl liability computed for funding paposes tothe
actuarial walue of assets to determine a fanding ratio (1.e, the EAN liakblity). The actoarid
liability iz determined assuning that paticiparts contite to terminate emplowment, retive, ete,,
i accordatice with the actaarial asswvptions. Lisbilities ate dscounted at the assmed valuation
interest rate of 5.75% per atwown for Fiscal Year 2009, For Fiscal Year 2010, the asmuned
interest rate will change to B25% based upon Iy 1, 2009 liakilities walued at this interedt rate.
GARE Statement Mo, 25 recpures the actuarial liabdlity be compared with the actuarial walue of
assets for Punding paposes  The relevant amounts as of Dy 1, 2008 ad July 1, 2009 are
presertedin Takle V-1 and Table V-2

GARE 25 dso requires for the disdoswe of bero financial statewients and dwo scheddes of
hi storical infiormation:

s Statement of Plan et Assete — tcludes inform ation abot Systetn assets atd lahilities at the
waluation date. This statemerd can be found at the begirming of the Assets section of this
teport, in T able II-1.

e Statement of Chatges in Plan M et & ssets — shows receipts and dishosemernts from the Fund
for the most recerd plan year. This stefement can also be found in the Assets section of this
tepott, in Takle IT-2.

o Fchedude of Funding Progress — discloses historical information dboat the funded status of
the platn This schedde cathe foxdin Table V-3,

e Bchedude of Employer Corntributions — discloses historical information abowt the Arsna
Required Cortritntion (ARCY and the actad contributions made by the employer. This
schedule can be found in Table V-4,

GARE Statement Moo 27 recuires that financial stebements moust include additional discloswes
for pension expendituwresfexpenses. [tis effectiwe for the period begirming after June 15, 1997,
Table V-5 summarizes the remdts of this waluation according to our interpr etation of GASE 27,
The interpretation of the statementsis subject to your anditor’s review. The required discloswes
At e

o Awaal Reguired Contribotion (ARC) —this is the expected contibndion requured baszed on
statem ent-specific vauation methods and assenptions, with the wnfiaded liakbility am ortized
over an itdtial period not to exceed 40 years and thereafter 30 years, either as a level-dollar
anound of ag alevel percentage of pay, and with amortization of contritntions less than or in
excess of the recuired amowt. Historically, the ARC has been shown as the cordribagtion
reouited under the City” s Funding P alicy.
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CITY OF FHILADELFHIA MUNICIFAL RETIREMENT SYSTEM
JULY 1 200 ACTUARTAL VALUATION

SECTION V
ACCOUNTIMG STATEMENT INF ORMATION

Equwalent Hinge Amortization Period — this 15 the munber of years incorporated i a
weighted average amotrtization factor for all amortization componerts combined The
weighted average amortization factor 15 ecual to the total wifandsd actuarial abdlity diva ded
by the sin of the amortization proisions for each of the separately amortized componerds,
Thiz weighted aver age produces 126 yeats.

Het Pension Obligation (MWPO) — the acoumolated walue of contribution deficiencies (or
ex cesses) over requited contributions from Dy 1, 1987 to July 1, 2009 between the atenial
petsion cost and the employer”s contribastion,

Aywaal Pension Cost — is equal to the ARC plus one yeat's intereg on NPO and ARC
adjastiv ent.

Tahle V1

Funding Status Under GASB Statement No. 25
& thousands)

July 1, 2009 July L2008 % Change

Achanal Lishilibes
a. Members Cunertly Fecelving Payvents 5E53.789 5,350,582
b. Vested Tenninated and Inactive Menbers 116572 1 29
o, Aotive Members 3,164 583 256845

d. Total Actuanal Lishility 2075, M5 2402219
Aciiarial Vale of Assets 442113 4 823 562
Uufinded fetnardal Lishility 49925932 3,7BEST

Fatio of Achiaial Wahie of fssets
to Actarial Lidhilibe (2000100 10005
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FINANCIAL SECTION

Exhibit A-1

STATEMENT OF PLAN NET ASSETS- June 30, 2009

ASSETS

Cash on Deposit and on Hand
Investments at Fair Value

Securities Lending

Allowance for Unrealized Loss
Accounts Receivable

Due from Brokers

Interest and Dividends Receivable
Due from Other Governmental Units

Total Assets

LIABILITIES

Vouchers Payable
Accounts Payable

Salaries and Wages Payable
Due on Securities Lending
Due to Brokers

Accrued Expenses

Deferred Revenue

Monies Held in Escrow
Other Liabilities

Total Liabilities

CITY OF PHILADELPHIA
MUNICIPAL PENSION FUND

Net Assets Held in Trust for Pension Benefits

33,500,864
3,375,757,790
420,344,216
(20,581,763)
5,126,834
732,359,181
8,133,823
4,756,950

4,559,397,895

20,182
3,084,833
152,111
420,344,216
754,826,242
1,621,250
2,644,542
372,708
564,735

1,183,630,819

3,375,767,076
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CITY OF PHILADELPHIA
MUNICIPAL PENSION FUND

SUMMARY OF INVESTMENT TYPE FOR THE FISCAL YEAR ENDED JUNE 30,

U.S. Government Securities

U.S. Government Agency Securities
Corporate Bonds

Corporate Equity

Collateralized Mortgage Obligations
Other Bonds & Investments

Short Term Investment Pools

Real Estate

Financial Agreements

Total

2009

Par

52,103,026
432,320,267
156,954,475
503,152,921
278,692,536
205,516,566
143,865,456

12,709,922
415,323,464

Cost

54,730,349
201,189,896
150,233,073

2,551,290,850

62,380,479

31,240,733
143,865,456

25,659,420
464,513,246

Schedule A-1a

Market

53,579,112
208,981,139
143,079,607

2,377,553,735

64,469,278

27,180,539
143,865,456

14,029,304
377,096,919

_$2200,638,634 _$3,685,103,502 _$3.409,835,089
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CITY OF PHILADELPHIA
MUNICIPAL PENSION FUND

STATEMENT OF CHANGES IN PLAN NET ASSETS FOR THE FISCAL YEARS
ENDED JUNE 30, 2009 AND 2008

Additions:
Contributions:
Employer's Contributions

Employees' Contributions

Total Contributions
Investment Income:
Interest and Dividends

Gain (Loss) from Sale of Investments

(Less) Investment Expenses
Securities Lending Revenue
Securities Lending Unrealized Loss

(Less) Securities Lending Expenses

Net Investment Income
Miscellaneous Operating Revenues

Total Additions

Deductions:
Personal Services
Purchase of Services
Materials and Supplies
Employee Benefits
Pension Benefits
Refunds of Members' Contributions
Indemnities
Other Operating Expenses

Total Deductions

Net Decrease

Net Assets Held in Trust for
Pension Benefits - July 1, 2008

Prior Period Adjustment
Pension Benefits - June 30, 2009

June 30, 2009

Exhibit A-2

June 30, 2008

455,389,006 426,934,483
54,022,578 51,690,163
509,411,584 478,624,646
75,635,329 97,123,132
(912,254,505) (304,924,395)
(12,758,521) (17,105,121)
12,342,274 34,380,021
(20,581,763)
(6,662,875) (26,980,432)
(864,280,061) (217,506,796)
1,014,880 1,068,455
(353,853,597) 262,186,305
3,795,061 3,592,678
2,147,116 1,909,785
89,446 108,203
2,395,631 1,886,284
681,086,661 725,660,618
4,786,213 4,200,154
- 10,760
154,546 97,597
694,454,674 737,466,079
(1,048,308,271) (475,279,774)
4,424,075,347 4,899,355,121
3,375,767,076 4,424,075,347
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CITY OF PHILADELPHIA
MUNICIPAL PENSION FUND

ANALYSIS OF MEMBER’S CONTRIBUTIONS FOR THE PERIOD ENDED- JUNE 30, 2009

Municipal Municipal Fire Police
Division Division Division Division
old New New New

Balance, July 1, 2008 $ 203,351 $ 328,567 $ 48,625,011 $ 91,310,851
Additions

Regular Payroll Deductions - - 1,801,201 4,577,389

Installment Repurchase Deductions - - 20,370 23,602

Payment Through City Treasurer - - 331,688 144,257

Retirees' Pension Payment - - 13 -

Net Change in Liability for Deceased Pensions (21,061) (61,285) (62,941)

Net Change in Liability for Pensioner's Unexpected

Contribution - - (1,872,128) (4,527,122)

Adjustments to Member's Contribution Accounts - - - -

Unclaimed Withdrawal Checks Deposited - - - -

Total Additions - (21,061) 219,859 155,186

Deductions

Withdrawals - 471,630 373,457

Retirements - - 3,968,320 4,238,589

Adjustments to Member's Contribution Accounts - - - -

Total Deductions - - 4,439,950 4,612,046

Net Change in Year - (21,061) (4,220,092) (4,456,860)
Balance, June 30, 2009 $ 203,351 $ 307,506 $ 44,404,919 $ 86,853,992
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Exhibit A-3

Municipal Municipal Municipal Fire Police
Elected Revised Revised Revised Division Division Total
Officials Plan 60 Plan 87 Plan 93 Old Old

$ 2,161,488 $ 237,126,578 $ 7,148,961 $ 86,038,016 $ 33,764,658 $ 127,682,635 $ 634,390,117

147,482 9,997,990 1,699 12,504,645 4,816,101 16,294,570 50,141,076
339 153,777 - 463,650 188,620 178,963 1,029,320
4,498 917,512 590 1,144,699 95,408 188,374 2,827,026

- 6,416 - 14,876 - 3,851 25,156
(102,189) 25,555 2,443 (219,478)

(1,682,454) (8,882) (127,062) 128,892 146,405 7,942,352

152,318 9,291,052 (6,593) 14,000,808 5.254,575 16,814,605 45,860,747
239 937,764 - 1,653,962 236,197 1,112,963 4,786,213
18,178,874 11,443 2,063,345 566,944 1,131,397 30,158,912

239 19,116,638 11,443 3.717.307 803,141 2,244,360 34,945,125
152,079 (9.825,586) (18.037) 10,283,501 4,451,434 14,570,245 10,915,623

$ 2,313,567 $ 227,300,992 $ 7,130,925 $ 96,321,516 $ 38,216,091 $ 142,252,881 $ 645,305,740
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CITY OF PHILADELPHIA
MUNICIPAL PENSION FUND

ANALYSIS OF FUND BALANCE FOR THE PERIOD ENDED JUNE 30, 2009

Balance, July 1, 2008
Additions:
Contributions:
Employees
Quasi-Public Agencies Net Accrual
City Appropriations
Total Contributions

Interest:
Members' Reinstatements
Interest on Long-Term Investments
Interest on Short-Term Investments
Total Interest

Net Appreciation (Depreciation) Fair Value of Investments
Net Income (Loss) from Investment Managers
Members' Contributions Transferred to
Reserve for Retirements

Adjustments for Liability to Deceased Pensioners
Adjustments to Members' Unexpended Contributions
Adjustments for Accrued Death Benefits
Adjustment for Employees Unexpended Vacation Time
Other Additions:

Unclaimed Withdrawal Checks Deposited

Refunds and Cancelled Checks -

Prior Years' Pensions
Miscellaneous Receipts
Miscellaneous Fund Balance Adjustments
Total Other Additions

Total Additions

Deductions
Withdrawals
Retirements
Administrative Expenses
Payments of Pensions and Benefits
Investment Manager Expenses
Monies Held In Escrow
Adjustments for Liability to Deceased Pensioners
Adjustments to Members' Unexpended Contributions
Adjustments for Accrued Death Benefits
Adjustment for Employees Unexpended Vacation Time
Reversal of Prior Year Accruals
Miscellaneous Fund Balance Adjustments
Total Deductions

Balance, June 30, 2009

Reserve for

Member Contributions

$ 634,390,117

54,022,578

54,022,578

(219,478)
(7,942,352)

(8,161,830)
45,860,748

4,786,213
30,158,912

34,945,125

$ 645,305,740

Exhibit A-4

Reserve for

Payment of Pensions

$

and All Other Purposes

3,789,685,230

15,386,006
440,003,000
455,389,006

96,000
74,416,067
1,123,263
75,635,330

(360,946,930)
(571,895,022)
30,158,912

(218,328)

382,051
6,313,227

(896,206,090)

(365,181,754)

8,143,635
681,086,661
12,758,521
372,708

(7,942,352)
(218,328)
64,141
(377,392)
154,546
694,042,140

2,730,461,336
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Police Division - Old

Police Division - New

Fire Division - Old

Fire Division - New
Municipal Revised - Plan 60
Municipal Revised - Plan 87
Municipal Revised - Plan 93
Municipal Division - New
Civilian - Elected Officials

Operating Fund

TOTAL

CITY OF PHILADELPHIA
MUNICIPAL PENSION FUND

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS BY DIVISION FOR THE

FISCAL YEAR ENDED JUNE 30, 2009

Employee Pension Miscellaneous  Operating
Contributions Benefits Withdrawals Revenue Expenses
16,665,757 7,745,787 1,112,963 9,843 -
4,745,249 197,960,167 373,457 36,789 -
5,100,128 2,101,760 236,197 3,970 -
2,153,272 85,096,625 471,630 17,972 -
11,075,695 376,023,135 937,764 311,825 -
2,289 300,921 - -
14,127,870 10,283,999 1,653,962 1,557 -
- 356,006 -
152,318 1,218,262 239 95 -
- - - 632,829 8,247,283
54,022,578 681,086,661 4,786,213 1,014,880 _8,247,283



Folice - 1967 Plan

Folice - 1987 Plan

Fire - 1967 Plan

Fire - 19287 Plan

municipal - 1967 Plan
municipal - 1987 Plan
Municipal Elected - 1987 Plan

Cluasi-Governmental Agencies

Payroll Used
To Determine

CITY OF PHILADELPHIA
YEAR-END PENSION CONTRIBUTION
PENSION CONTRIBUTIONS BY DIVISION FOR THE FISCAL YEAR ENDED JUNE 30, 2009

bMormal Cos{ Nonmal Costs

75,924,384.00
324,051,887.99
30,251,380.78
95,764,637, 96
258,180,106.07
634,136,429.77

1,836,621.28

41,306,243.75

7.694,615.49
22,093,857.72
3,094,717.28
£,938,145.02
16,035,473.16
30,007,335.86
95,976.73

2,655 555.43

Unfunded
Liabili

152,456,625.00
3,812,325.00
54,376,067.50
764,512 50
256,001,850.00
5,759,400.00

AT ATA.00

Less Quasi

Contributions

(12,830,450 56)

2,555 55543

Plus Total
Interest

Charges
(6,710, 275.96)
(1,088,311 46)
(2,405,002 .44)

(32233614

(10,847 12779

(1,496 74405

(19,395 3%

Tota
Pension

Contribution
153,640,964 53
24,918,371.26
55,065,502.34
7,380,324.38
248,359,744.85
34,269,991.78
444,105.40

0.00

1,462,450,711.449

88,715 63265

473 638,875.00

(15, 356,005.99)

(22889197 .16

524,079,304.53
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MUNICIPAL PENSION FUND
FISCAL 2009 INFORMATION

Cash and Accrued Contributions from the City - Fiscal 2009 *

Category

Cash received $

Accrued 6/30/09 -

Amount

440,003,000

Cash and Accrued Contributions from Quasi-Agencies - Fiscal 2009

Cash received
Accrued 6/30/2009

Total City & Quasi Agencies

Contribution from the Commonwealth

Total Contribution requirement

15,426,949

(40,943)

440,003,000

15,386,006

455,389,006

455,389,006

* Analysis of Contributions from the City - Fiscal 2009

Date Amount
08/09/2009 $ 440,003,000
$ 440,003,000
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DIVISION

Municipal
Fire
Police

Grand Total

DIVISION

Municipal
Fire
Police

Grand Total

STATISTICAL INFORMATION

CITY OF PHILADELPHIA
MUNICIPAL RETIREMENT SYSTEM

APPLICATIONS PROCESSED DURING JULY 2007 THROUGH JUNE 2008

WITHDRAWAL APPLICATIONS

PENSION APPLICATIONS

SURVIVORS OF

MEMBERS  DEATHS TOTAL REGULAR DISABLED EMPLOYEES PENSIONERS TOTAL
1369 26 1395 1354 53 36 194 1637
55 0 55 165 13 2 35 215
96 2 98 302 31 98 440
1,520 28 1,548 1,821 97 47 327 2,292
APPLICATIONS PROCESSED DURING JULY 2008 THROUGH JUNE 2009
WITHDRAWAL APPLICATIONS PENSION APPLICATIONS
SURVIVORS OF
MEMBERS  DEATHS  TOTAL REGULAR DISABLED EMPLOYEES PENSIONERS TOTAL
1169 26 1195 1291 65 42 209 1607
18 18 246 11 7 26 290
84 86 267 43 12 91 413
1,271 28 1,299 1,804 119 61 326 2,310

GRAND TOTAL
APPLICATIONS

3032
270
538

GRAND TOTAL

APPLICATIONS

2,802
308
499
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CITY OF PHILADELPHIA
MUNICIPAL RETIREMENT SYSTEM
COMPARATIVE STATEMENT OF RETIREMENT BENEFITS IN FORCE AS OF JUNE 30, 2008 AND
JUNE 30, 2009

NUMBER RECEIVING BENEFITS MONTHLY RATE OF PENSION BENEFITS IN FORCE
Retired Members Retired Members
Regular Disabled Survivors Total Regular Disabled Survivors Total
June 30, 2008
MUNICIPAL 13,224 2,004 5,475 20,703 $ 20,974,153 $ 2,654,722 $ 3,027,595 $ 26,656,470
FIRE 2,069 443 883 3,395 $11,662,424 $ 2,869,725 $ 1,494,480 $ 16,026,629
POLICE 5,878 1,937 2,255 10,070 $ 4,814,149 $ 719,881 $ 617,716 $ 6,151,746
GRAND TOTAL 21,171 4,384 8,613 34,168 $ 37,450,726 $6,244,328 $5,139,791 $ 48,834,845
NUMBER RECEIVING BENEFITS MONTHLY RATE OF PENSION BENEFITS IN FORCE
Retired Members Retired Members
Reqular Disabled Survivors Total Regular Disabled Survivors Total
June 30, 2009
MUNICIPAL 13,379 1,980 5,468 20,827 $ 21,841,690 $ 2,671,403 $ 3,131,887 $ 27,644,980
FIRE 5,826 1,916 2,251 9,993 $ 11,664,103 $ 2,923,267 $1,539,629 $ 16,126,999
POLICE 2,085 448 861 3,394 $ 4,914,985 $ 753,011 $ 630,787 $ 6,298,782

GRAND TOTAL 21,290 4,344 8,580 34,214 $ 38,420,778 $ 6,347,680 $5,302,303 $ 50,070,761




CITY OF PHILADELPHIA

PUBLIC EMPLOYEES RETIREMENT SYSTEM

DIVISION
MUNICIPAL
FIRE

POLICE

TOTAL

ANALYSIS OF MEMBERSHIP

ACTIVE MEMBERS

6/30/08
21,185
2,295

6,773

30,253

6/30/09
20,734
2,230

6,853

29,817
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Cover photo provided by courtesy of the Office of the City Representative, City of Philadelphia
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