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SMMUSD Financial Oversight Committee Minutes
. s===, Date: Thursday, May 10, 2018
‘t‘a Time: 7:00 pm to 9:00 pm
hmm=" |_ocation: Testing Room, SMMUSD Admin Offices

HEAMALIRU LNITIED SEACOLDISTRICT 9 651 16th Street, Santa Monica, CA 90404

Call to Order

Committee Members: Joan Krenik Seth Jacobson arrived @ 7:07 p.m.
Michael Kremer Shawn Landres
Gordon Lee Debbie Mulvaney
Shelly Slaugh Nahass Manel Sweetmore arrived @ 7:07 p.m.

Student Member: Patrick Schmelzer (SAMOHI) departed @ 7:20 p.m.

Staff: Melody Canady Gerardo Cruz
Kim Nguyen
Board Liaisons: Craig Foster Jon Kean

Laurie Lieberman

Absent: Alex Farivar Tom Larmore
Marc Levis-Fitzgerald

Public: Carlos Diaz, DFA via teleconference

Executive Summary — OPEB GASB 75: Carlos Diaz, DFA

Mr. Diaz via teleconference provided the committee an executive summary of the OPEB GASB
75 valuation.

The Executive Summary and OPEB 75 valuation may be found at the end of these minutes.
Certificate of Appreciation — Patrick Schmelzer

The committee presented Mr. Schmelzer with a certificate of appreciation for his service on the
committee as a student representative.

Approval of Minutes

A motion was made by Mr. Landres and seconded by Mr. Kremer to approve the April 18, 2018
meeting minutes as amended.



7:25 pm

VI.

7:48 pm

Under Agenda Item IIl.A. Budget Update, “Mr. Landres indicated that the City of SM is
projecting a decrease of $2M this year in sales transaction and use tax revenue....The FOC
had questions of some of the financials presented. Staff will bring back an updated report
at the next FOC meeting.”

Under Agenda Item V.B. District Budget, “The subcommittee identified a series of data points;
couple and districts to look at with regard to education data and other sources...the
subcommittee will take conduct an in-depth analysis...”

Under Agenda Item V.C. Health Benefits, “This health benefits charge is being put on hold until
the Board gives further direction...the District should consider offering a fixed dollar amount or
lewest-cost median cost plan without naming a specific plan.”

AYES: Six (6) (Mr. Jacobson, Mr. Kremer, Ms. Krenik, Mr. Landres, Ms. Mulvaney, Ms.
Slaugh Nahass)

STUDENT ADVISORY VOTE: None (0)

NOES: None (0)

ABSENT: Five (5) (Mr. Farivar, Mr. Larmore, Mr. Lee, Mr. Levis-Fitzgerald, Mr. Sweetmore)
ABSTAIN: None (0)

Staff Report: Assistant Superintendent, Business and Fiscal Services Melody Canady

A. Clarification to 2" Interim Report Presentation

Ms. Canady provided handouts clarifying the 2" Interim Report Presentation made to the
committee on April 18, 2018. Mr. Cruz provided clarification that the $4.4M was from other
local revenue that includes Bus Pass, E-Rate, ASCIP insurance claims for thefts, Interest
earned, PTA/Booster Club, Gifts, and Small Grants. The committee was emailed permit
information.

The handouts may be found at the end of these minutes. The 2nd Interim report and revised
presentation may be found at:
2nd Interim Report: http://www.smmusd.org/fiscal/BudgetDocs/2ndInterimReport1718.pdf

2nd Interim Presentation: http://www.smmusd.org/fiscal/BudgetDocs/2ndInterimPresentation1718.pdf

Discussion/Action lItems

A. Nominating Subcommittee Report and Possible Action

Ms. Slaugh Nahass reported that the Board of Education approved the appointments of Mr.
Farivar and Mr. Lee to continue to serve on the committee. A press release was sent to the
media and public for applications to fill one (1) vacancy with terms beginning July 1, 2018.
The committee thanked Mr. Sweetmore for his service on the FOC.


http://www.smmusd.org/fiscal/BudgetDocs/2ndInterimReport1718.pdf
http://www.smmusd.org/fiscal/BudgetDocs/2ndInterimPresentation1718.pdf
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7:56 pm

7:57 pm

8:05 pm

8:13 pm

8:15 pm

VII.

. 2018-19 Meetings in Malibu

The committee set the following meeting schedule for 2018-19:
Thursday, September 13, 2018
Thursday, October 11, 2018 — Malibu City Hall, Zuma Room
Thursday, November 8, 2018
Thursday, December 6, 2018
Thursday, January 24, 2019
Wednesday, February 13, 2019
Wednesday, March 13, 2019 — Malibu City Hall, Zuma Room
Wednesday, May 8, 2019
Thursday, June 13, 2019

TBD (July 2019) *Joint Meeting / Study Session with the Board of Education

. FOC annual report to Board of Education July 19, 2018 joint meeting

Ms. Mulvaney provided the structure of the report format. Each Subcommittee Chair will
present at the July 19, 2018 joint meeting with the Board of Education. The committee will
continue the development of the report at the next FOC meeting.

Ad Hoc Subcommittee Update

. Sustainability: Mr. Jacobson (Chair), Mr. Levis-Fitzgerald, Ms. Slaugh Nahass

Mr. Jacobson reported that the sustainability committee would like the FOC to be involved
with its presentation as there are financial implications. He encouraged the committee to go
to the website and promote the sustainability process. The committee discussed having
District presence at ClimateFest.

. District Budget: Ms. Krenik (Chair), Mr. Farivar, Mr. Lee, Mr. Sweetmore

Ms. Krenik reported that at the last FOC meeting, the subcommittee was given additional
charges related to district budget by the Superintendent. The subcommittee combed through
900 schools and outliers and reduced the list to about 30 schools. Out of six (6) schools
selected, two (2) districts (Clovis USD and Santa Barbara USD) were at the request of the
Superintendent using Santa Monica High School as the baseline. The other schools were
Foothill High in Orange County, Atherton, Palo Alto, and Menlo-San Mateo. The
subcommittee will be contacting the schools next.

. Health Benefits:

Mr. Kremer reported that since this charge was being put on hold, the subcommittee plans to
provide an informational report with no recommendation.

. Bond Oversight: Mr. Lee (Chair), Ms. Mulvaney

There was no report.



VIIl. Receive and File (Limited Discussion)
A. Change in GSH/YY Revenue Projections in 2017-18 reflected in 3™ Budget Revision

B. November 2, 2017 BP & AR 5117 Interdistrict Attendance Presentation

IX.  Public/ Committee Comments
X. Next Meeting: Thursday, June 21, 2018

XI.  Adjournment: The meeting adjourned at 8:15 p.m.



Santa Monica Malibu Unified School District
GASB 75 Actuarial Valuation Report as of July 1, 2017

Executive Summary & Discussion Guide for Financial Oversight Committee

= DFA, LLC (an independent actuarial firm) has prepared an updated actuarial
valuation of Santa Monica Malibu Unified School District's retiree healthcare plan as
of July 1, 2017, the valuation date.

= The District offers retirees healthcare coverage under PERS Health. The District
contributes a statutory minimum contribution ($128.00 per month for 2017) and an
administrative fee of 0.33% of premiums. The District makes supplemental
contributions until age 65 (based on agreements made with its employee groups).
Page 10 of the report includes a summary of benefit plan provisions.

= AsofJuly 1, 2017, the plan covered 399 retirees and 1,399 active employees.

» The actuarial accrued liability for the District's retiree healthcare benefits was
$40,194,946 as of July 1, 2017, as compared to $36,397,922 as of July 1, 2015 (the
prior valuation date). Page 5 provides a summary of factors producing the net
increase in liability.

= The District has adopted an irrevocable trust for the pre-funding of retiree healthcare
benefits. As of June 30, 2017, the trust balance (plan assets) was $4,222,447.

= GASB 75 pertains to accrual accounting for the District's audited financial
statements. GASB 75 replaced GASB 45 for fiscal years beginning after June 15,
2017. Significant changes include: terminology used to identify net liability and
components, determination of discount rate, and additional required supplemental
information.

= Under GASB 75, the Net OPEB Liability (liability on the District's balance sheet) is
equal to the Total OPEB Liability (the actuarial accrued liability) over the Fiduciary
Net Position (plan assets). Pages 2-4 provide a more detail description of the liability
calculations. The Net OPEB Liability replaces GASB 45’s Net OPEB Obligation.

= Asof July 1, 2017, the Net OPEB Liability is $35,972,499. As comparison, the GASB
45 Net OPEB Obligation as of June 30, 2017 was $15,140,355.

= Under GASB 75, the Net OPEB Expense (income statement item) replaces GASB
45’s Annual Required Contribution. For fiscal year 2017-18, the District’s estimated
Net OPEB Expense is $3,778,829. This amount will be adjusted to reflect actual trust
balance and deferred inflows and outflows determined as of June 30, 2018. GASB
45’s Annual Required Contribution for 2016-17 was $4,254,125.

= DFA will provide the District with any additional information necessary to prepare the
June 30, 2018, financial statements. In the meantime, we are available to answer
any questions about the actuarial valuation report.
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May 3, 2018

Ms. Kim Nguyen

Business Services

Santa Monica-Malibu Unified School District
1651 16th Street

Santa Monica, CA 90404
Re:  Santa Monica-Malibu Unified School District ("District™) GASB 75 Valuation

Dear Ms. Nguyen:

This report sets forth the results of our GASB 75 actuarial valuation of the District's retiree
health insurance program as of July 1, 2017.

In June 2004, the Governmental Accounting Standards Board (GASB) issued its accrual
accounting standards for retiree healthcare benefits, GASB 43 and GASB 45. GASB 43/45 require
public employers such as the District to perform periodic actuarial valuations to measure and disclose
their retiree healthcare liabilities for the financial statements of both the employer and the trust, if
any, set aside to pre-fund these liabilities. In June 2015, GASB released new accounting standards for
postretirement benefit programs, GASB 74 and GASB 75, which replace GASB 43 and GASB 45,
respectively.

The District selected Demsey, Filliger and Associates (DF&A) to perform an actuarial
valuation of the retiree health insurance program as of July 1, 2017. This report may be compared
with the valuation performed by DF&A as of July 1, 2015, to see how the liabilities have changed
since the last valuation.

Financial Results

We have determined that the amount of actuarial liability for District-paid retiree benefits is
$60,891,210 as of July 1, 2017. This represents the present value of all benefits expected to be paid
by the District for its current and future retirees. If the District were to place this amount in a fund
earning interest at the rate of 5.00% per year, and all other actuarial assumptions were exactly met,
the fund would have exactly enough to pay all expected benefits.

Demsey, Filliger & Page 1 of 14 5/3/2018
Associates



This valuation includes benefits for 399 retirees as well as 1,399 active employees who may
become eligible to retire and receive benefits in the future. It excludes employees hired after the
valuation date.

When we apportion the $60,891,210 into past service and future service components under
the Entry Age, Level Percent of Pay Cost Method, the Total OPEB Liability is $40,194,946 as of July
1, 2017. This represents the present value of all benefits accrued through the valuation date if each
employee’'s liability is expensed from hire date until retirement date as a level percentage of pay. The
$40,194,946 is comprised of liabilities of $29,435,323 for active employees and $10,759,623 for
retirees.

The District has adopted an irrevocable trust for the pre-funding of retiree healthcare benefits.
As of June 30, 2017, the trust balance or Plan Fiduciary’s Net Position (GASB 75) is $4,222,447.

The Net OPEB Liability, Total OPEB Liability over the Plan Fiduciary’s Net Position, is
$35,972,499.

Discount Rate under GASB 75

For financial reporting purposes, GASB 75 requires a discount rate that reflects the following:

a. The long-term expected rate of return on OPEB plan investments — to the extent that the OPEB
plan’s fiduciary net position is projected to be sufficient to make projected benefit payments and
assets are expected to be invested using a strategy to achieve that return)

b. A yield or index rate for 20-year, tax-exempt general obligation municipal bonds with an average
rating of AA/Aa or higher — to the extent that the conditions in (a) are not met.

The amount of the plan’s projected fiduciary net position and the amount of projected benefit
payments should be compared in each period of projected benefit payments.

Based on these requirements and the following information, we have determined a discount
rate of 5.00% for GASB 75 reporting purposes:

Expected Return on Assets 5.00%
S&P Municipal Bond 20-Year High Grade Rate Index at June 30, 2017 3.13%
GASB 75 Discount Rate 5.00%
Demsey, Filliger & Page 2 of 14 5/3/2018
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Net OPEB Expense

We have determined the following components of the District's Net OPEB Expense for fiscal
year 2017-18: Service Cost, Interest Cost, and Expected Return on Assets. The Service Cost
represents the present value of benefits accruing in the current year. Interest Cost represents the
interest on the Total OPEB Obligation. Expected Return on Assets is the expected return based on a
5.00% investment rate of return. Other components (Deferred Outflows and Inflows) will be
determined based on the Net OPEB Obligation as of June 30, 2018.

We summarize the valuation results in the table on the next page. We provide results at three
discount rates (the expected return on assets, the S&P Municipal Bond rate index, and the blended
GASB 75 rate, discussed above). All amounts are net of expected future retiree contributions, if any.

When the District begins preparation of the June 30, 2018 government-wide financial
statements, DF&A will be available to assist the District and its auditors in preparing the footnotes
and required supplemental information for compliance with GASB 75 (and GASB 74, if applicable).

In the meantime, we are available to answer any questions the District may have concerning
the report.

Demsey, Filliger & Page 3 of 14 5/3/2018
Associates



Santa Monica-Malibu Unified School District

Net OPEB Liabilities and Expense Under
GASB 75 Accrual Accounting Standard

July 1, 2017
S&P Municipal GASB 75
Actuarial Liability | Bond Rate Index Blended Rate
Discount Rate 5.00% 3.13% 5.00%
Present Value of Future Benefits
Active $50,131,587 $75,059,552 $50,131,587
Retired 10,759,623 12,692,367 10,759,623
Total $60,891,210 $87,751,919 $60,891,210
Total OPEB Liability (Actuarial
Liability)
Active $29,435,323 $38,554,731 $29,435,323
Retired 10,759,623 12,692,367 10,759,623
Total $40,194,946 $51,247,098 $40,194,946
Plan Fiduciary Net Position (Plan Assets) $4,222,447 $4,222,447 $4,222 447
E'f;bﬂﬁs)B Liability (Unfunded Actuarial $35,972,499 $47,024,651 $35,972,499
Components of Net OPEB Expense for
fiscal year 2018
Service Cost at Year-End $2,016,686 $2,934,702 $2,016,686
Interest Cost 1,973,265 1,581,092 1,973,265
Expected Return on Assets (211,122) (211,122) (211,122)
Subtotal $3,778,829 $4,304,672 $3,778,829

Change in Deferred Outflows!

Change in Deferred Inflows?

1. To be determined based on the Total OPEB Obligation and Plan Fiduciary Net Position as of June 30, 2018.
2. To be determined based on the Total OPEB Obligation and Plan Fiduciary Net Position as of June 30, 2018.

Demsey, Filliger &
Associates

Page 4 of 14
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Differences from Prior VValuation

1.

Demsey, Filliger &

The most recent prior valuation was completed as of July 1, 2015 by DF&A. The AL
(Accrued Liability) as of that date was $36,397,922, compared to $40,194,946 as of July 1, 2017. In
this section, we provide a reconciliation between the two numbers so that it is possible to trace the
AL from one actuarial report to the next.

Several factors have caused the AL to change since 2015. The AL increases as employees
accrue more service and get closer to receiving benefits. There are actuarial gains/losses from one
valuation to the next, and changes in actuarial assumptions and methodology for the current
valuation. To summarize, the most important changes were as follows:

There was a gain (a decrease in the AL) of $2,373,765 due to increases in healthcare
premiums, caps and statutory minimum contributions less than expected.

There was a gain (a decrease in the AL) of $9,914 due to an increase in the PERS Health
administrative fee from 0.34% of premium to 0.33% of premium.

We updated the mortality tables which increased the AL by $1,699,660.

We increased the discount rate from 4.0% to 5.0% to reflect the District’s recently adopted

OPEB Trust and funding policy.

We changed the actuarial cost method from Projected Unit Credit to Entry Age, Level Percent

of Pay, as required by GASB 75. This change increased the AL by $4,990,371.

There was a net census loss (an increase in the AL) of $530,715.

The estimated changes to the AL from July 1, 2015 to July 1, 2017 are as follows:

Changes to AL AL

AL as of July 1, 2015 $36,397,922
Passage of time 4,556,915
Change in census 530,715
Change in premium rates (3,681,640)
Change in employer cap 1,307,875
Change in administrative fee (9,914)
Change in mortality 1,699,660
Change in discount rate (5,596,958)
Change in cost method 4,990,371
AL as of July 1, 20171 $40,194,946

1. Based on a discount rate of 5.00%.

Associates

Page 5 of 14
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Funding Schedules

There are many ways to approach the pre-funding of retiree healthcare benefits. In the
Financial Results section, we determined the annual expense for all District-paid benefits. The
expense is an orderly methodology, developed by the GASB, to account for retiree healthcare
benefits. However, the GASB 75 expense has no direct relation to amounts the District may set aside
to pre-fund healthcare benefits.

The table on the next page provides the District with three alternative schedules for funding
(as contrasted with expensing) retiree healthcare benefits. The schedules all assume that the retiree
fund earns, or is otherwise credited with, 5.00% per annum on its investments, a starting trust value
of $4,222,447 as of July 1, 2017, and that contributions and benefits are paid mid-year.

The schedules are:
1. A level contribution amount for the next 20 years.
2. A level percent of the Unfunded Accrued Liability.
3. A constant percentage (3%) increase for the next 20 years.
We provide these funding schedules to give the District a sense of the various alternatives

available to it to pre-fund its retiree healthcare obligation. The three funding schedules are simply
three different examples of how the District may choose to spread its costs.

By comparing the schedules, you can see the effect that early pre-funding has on the total
amount the District will eventually have to pay. Because of investment earnings on fund assets, the
earlier contributions are made, the less the District will have to pay in the long run. Of course, the
advantages of pre-funding will have to be weighed against other uses of the money.

The table on the following page shows the required annual outlay under the pay-as-you-go
method and each of the above schedules. The three funding schedules include the **pay-as-you-
go" costs; therefore, the amount of pre-funding is the excess over the "'pay-as-you-go'* amount.

Treatment of Implicit Subsidy

We exclude the implicit subsidy from these funding schedules because we do not recommend
that the District pre-fund for the full age-adjusted costs reflected in the liabilities shown in the first
section of this report. If the District's premium structure changes in the future to explicitly charge
under-age 65 retirees for the full actuarial cost of their benefits, this change will be offset by a
lowering of the active employee rates (all else remaining equal), resulting in a direct reduction in
District operating expenses on behalf of active employees from that point forward. For this reason,
among others, we believe that pre-funding of the full GASB liability would be redundant.

Demsey, Filliger & Page 6 of 14 5/3/2018
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Santa Monica-Malibu Unified School District

Sample Funding Schedules (Closed Group)
Starting Trust Value of $4,222.447 as of July 1, 2017

Fiscal Level Level % of Constant
Year Contribution Unfunded Percentage
Beginning Pay-as-you-go for 20 years Liability Increase

2017 $1,177,377 $3,395,433 $1,743,845 $2,650,496
2018 1,240,837 3,395,433 1,766,915 2,730,011
2019 1,379,387 3,395,433 1,790,909 2,811,912
2020 1,479,339 3,395,433 1,817,159 2,896,269
2021 1,574,766 3,395,433 1,844,757 2,983,157
2022 1,659,398 3,395,433 1,873,486 3,072,652
2023 1,717,741 3,395,433 1,903,031 3,164,831
2024 1,827,075 3,395,433 1,932,840 3,259,776
2025 1,970,830 3,395,433 1,963,681 3,357,569
2026 2,129,475 3,395,433 1,995,955 3,458,296
2027 2,307,446 3,395,433 2,029,684 3,562,045
2028 2,510,643 3,395,433 2,064,926 3,668,907
2029 2,604,887 3,395,433 2,101,785 3,778,974
2030 2,781,280 3,395,433 2,138,430 3,892,343
2031 2,919,314 3,395,433 2,175,848 4,009,113
2032 3,068,556 3,395,433 2,213,277 4,129,387
2033 3,214,227 3,395,433 2,250,660 4,253,268
2034 3,347,888 3,395,433 2,287,735 4,380,867
2035 3,354,117 3,395,433 2,324,151 4,512,292
2036 3,412,438 3,395,433 2,358,292 4,647,661
2037 3,539,448 0 2,390,722 0
2038 3,606,692 0 2,422,066 0
2039 3,712,236 0 2,451,557 0
2040 3,696,645 0 2,479,457 0
2041 3,607,781 0 2,504,546 0
2042 3,626,189 0 2,526,250 0
2043 3,671,458 0 2,545,555 0
2044 3,732,185 0 2,562,636 0
2045 3,691,762 0 3,691,762 0
2046 3,721,195 0 3,721,195 0
2047 3,635,809 0 3,635,809 0
2048 3,634,153 0 3,634,153 0
2049 3,645,459 0 3,645,459 0
2050 3,557,886 0 3,657,886 0
2055 3,067,301 0 3,067,301 0
2060 2,603,689 0 2,603,689 0
2065 2,065,666 0 2,065,666 0
2070 1,434,841 0 1,434,841 0

Note to auditor: when calculating the employer OPEB contribution for the year ending on the
statement date, we recommend multiplying the actual District-paid premiums on behalf of retirees by

a factor of 1.2392 to adjust for the implicit subsidy.

Demsey, Filliger & Page 7 of 14
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Actuarial Assumptions

To perform the valuation, the actuary must make certain assumptions regarding such items as
rates of employee turnover, retirement, and mortality, as well as economic assumptions regarding
healthcare inflation and interest rates. Our assumptions are based on a standard set of assumptions
we have used for similar valuations, modified as appropriate for the District. Retirement rates are
based on recent District retirement patterns.

The discount rate of 5.00% is based on our best estimate of expected long-term plan
experience for partially funded plans such as the District's. As discussed above, for financial
reporting purposes under GASB 75, a discount rate of 5.00% reflects the required blend between
discount and municipal bond rates. The healthcare trend rates are based on our analysis of recent
District experience and our knowledge of the healthcare environment.

A complete description of the actuarial assumptions used in the valuation is set forth in the
"Actuarial Assumptions™ section.

Projected Annual Pay-as-you go Costs

As part of the valuation, we prepared a projection of the expected annual cost to the District to
pay benefits on behalf of its retirees on a pay-as-you-go basis. These numbers are computed on a
closed group basis, assuming no new entrants, and are net of retiree contributions. Projected pay-as-
you-go costs for selected years are as follows:

FYB Pay-as-you-go
2017 $1,177,377
2018 1,240,837
2019 1,379,387
2020 1,479,339
2021 1,574,766
2022 1,659,398
2023 1,717,741
2024 1,827,075
2025 1,970,830
2026 2,129,475
2030 2,781,280
2035 3,354,117
2040 3,696,645
2045 3,691,762
2050 3,557,886
2055 3,067,301
2060 2,603,689
2065 2,065,666
2070 1,434,841
Demsey, Filliger & Page 8 of 14 5/3/2018
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Implicit Subsidy and ASOP 6

When premiums charged for retiree healthcare are lower than expected claims, an implicit
subsidy is realized. This occurs, for example, when pre-Medicare retirees are afforded medical
coverage at the same rates as active employees.

Actuarial Standard of Practice No. 6 (ASOP 6), revised in May 2014, provides guidance in
measuring OPEB obligations and determining periodic costs or actuarially determined contributions.
The standard specifies that in (almost all instances), the actuary must include the value of this implicit
subsidy in the GASB 45/75 liabilities.

This valuation reflects the value of the implicit subsidy equal to $7,759,099.
Certification

The actuarial certification, including a caveat regarding limitations of scope, if any, is
contained in the "Actuarial Certification" section.

We have enjoyed working with the District on this project and are available to answer any
questions you may have concerning any information contained herein.

Sincerely,
DEMSEY, FILLIGER AND ASSOCIATES

il =

Carlos Diaz, ASA, EA, MAAA
Actuary

Demsey, Filliger & Page 9 of 14 5/3/2018
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Benefit Plan Provisions

Active Employee Coverage

The District sponsors healthcare coverage under the California Public Employees Medical and
Hospital Care Act ("PEMHCA"), commonly referred to as PERS Health. PEMHCA provides health
insurance through a variety of Health Maintenance Organization (HMO) and Preferred Provider
Organization (PPO) options. Participation in PEMHCA is financed in part by the District through
contributions of amounts up to the premiums for either of the PEMHCA HMOs (including dependent
coverage), plus coverage under one of the District's dental plans (Delta Dental and Delta Care). This
contribution includes the statutory minimum ($128.00 per month for 2017) that the District
designates for PEMHCA. The $128.00 per month is scheduled by law to be indexed with medical
inflation (CPI) for years 2016 and thereafter. The District also contributes the PEMHCA
administrative fee of 0.33% of premium for all active employees.

Post-Retirement Coverage

The District also offers PEMHCA to its retirees. The District contributes the statutory
minimum ($128.00 per month for 2017) as well as the administrative fee of 0.33% of premium to
PEMHCA on behalf of each retiree eligible for and participating in PEMHCA. Furthermore, the
District makes supplemental contributions towards eligible retirees' premiums until age 65 according
to provisions of the District's agreements with its various employee groups, as described below.

Certificated and Management employees with at least 10 years of full-time equivalent service
and age 55 or over may retire with District-paid medical and dental benefits. The Classified
agreement does not specific a minimum age and service for retirement; for purposes of this valuation,
we have assumed that Classified will be subject to the same provisions as the other groups. The
District contribution each year is set equal to the Blue Shield HMO or Kaiser HMO retiree-only
premium plus the retiree-only premium for Delta Dental or Delta Care Dental. For retirees electing
PERS Choice or PERS Care, the District contribution is limited to the Kaiser retiree-only premium.
The supplemental District contributions end at age 65, at which point retirees may elect to continue
coverage for their further lifetime under PEMHCA and receive the statutory minimum District
contribution (currently $128.00/month).

The following table shows January 1, 2017 monthly PERS Health (PEMHCA) premiums for
retirees within the Los Angeles Area region, and Delta Dental premiums for all areas:

Blue Shield Kaiser PERS Choice PERS Care Delta
HMO HMO PPO PPO Dental
Basic Plan
Retiree $675.98 $573.89 $637.53 $715.88 $59.41
Retiree + 1 1,351.96 1,147.78 1,275.06 1,431.76 N?A
Family 1,757.55 1,492.11 1,657.58 1,861.29 N/A
Demsey, Filliger & Page 10 of 14 5/3/2018
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Active and Retiree Census

Valuation Data

Age distribution of retirees included in the valuation

Dental
Age Medical Only Total
Under 50 0 0 0
50-54 0 0 0
55-59 14 1 15
60-64 42 4 46
65-69 87 4 91
70-74 99 0 99
75-79 64 0 64
80-84 35 0 35
85-89 35 0 35
90+ _14 0 _14
All Ages 390 9 399
Average Age 73.10 63.56 72.88

Age/Years of service distribution of active employees included in the valuation

Years—> 0-4 59 10-14 15-19 20-24 25-29 30-34 35+ Total
Age

<25 12 0 12
25-29 90 10 0 100
30-34 90 41 11 3 145
35-39 62 33 58 15 12 180
40-44 61 30 58 57 15 2 223
45-49 34 33 40 58 38 12 0 215
50-54 23 31 31 32 41 29 0 0 187
55-59 16 24 15 30 29 22 10 2 148
60-64 9 14 9 22 27 17 12 6 116
65+ _3 _6 _1 _14 _14 _18 _4 i _13
All Ages 400 222 229 231 176 100 26 15 1399

Average Age: 47.78

Average Service: 12.00

Demsey, Filliger &
Associates
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Actuarial Assumptions

The liabilities set forth in this report are based on the actuarial assumptions described in this

section.

Valuation Date:
Actuarial Cost Method:
Discount Rate:
Accrued Liability
GASB 75
Return on Assets:
Salary Increases:
Pre-retirement Turnover:

Pre-retirement Mortality:

Post-retirement Mortality:

Demsey, Filliger &
Associates

July 1, 2017
Entry Age, Level Percent of Pay

5.00% per annum
5.00% per annum
5.00% per annum
3.00% per annum

According to Crocker-Sarason Table T-5 less mortality, without
adjustment. Sample rates are as follows:

Age Turnover (%)
25 7.7%
35 6.3
45 4.0
55 0.9

RP-2014 Employee Mortality, without projection. Sample
deaths per 1,000 employees are as follows:

Age Males Females
25 0.48 0.17
35 0.52 0.29
45 0.97 0.66
55 2.79 1.67

RP-2014 Healthy Annuitant Mortality, without projection.
Sample deaths per 1,000 retirees are as follows:

Age Males Females
55 5.74 3.62
60 7.78 5.19
65 11.01 8.05
70 16.77 12.87
75 26.83 20.94
80 44.72 34.84
85 77.50 60.50
90 135.91 107.13
Page 12 of 14 5/3/2018



Actuarial Assumptions
(Continued)

Claim Cost per Retiree or Spouse:

Age | Medical/Rx Dental
50 $8,117 $713
55 9,410 713
60 10,909 713
64 12,278 713

65+ 4,132 713

Retirement Rates:
Age Percent Retiring
50-58 5.0%
59 8.0
60 10.0
61 12.0
62 15.0
63 18.0
64 20.0
65 100.0

* The percentage refers to the probability that an active employee who has reached
the stated age will retire within the following year.

Trend Rate: Healthcare costs were assumed to increase according to the
following schedule:
FYB Medical/Rx Dental/Vision Medical CPI
2017 6.0% 4.0% 4.0%
2018+ 5.0 4.0 4.0
Percent Waiving Coverage: 30% (applies to future retirees only)
Administrative Fees: 0.33% of PEMHCA premium

Percent of Retirees with Spouses:  Future Retirees: 50% of future retirees were assumed to have
spouses. Female spouses assumed three years younger than
male spouses. Current Retirees: Based on actual spousal data.

Demsey, Filliger & Page 13 of 14 5/3/2018
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Actuarial Certification

The results set forth in this report are based on our actuarial valuation of the health and
welfare benefit plans of the Santa Monica-Malibu Unified School District ("District™) as of July 1,
2017.

The valuation was performed in accordance with generally accepted actuarial principles and
practices. We relied on census data for active employees and retirees provided to us by the District.
We also made use of claims, premium, expense, and enrollment data, and copies of relevant sections
of healthcare documents provided to us by the District, and (when applicable) trust statements
prepared by the trustee and provided to us by the District.

The assumptions used in performing the valuation, as summarized in this report, and the
results based thereupon, represent our best estimate of the actuarial costs of the program under GASB
74 and GASB 75, and the existing and proposed Actuarial Standards of Practice for measuring post-
retirement healthcare benefits.

Throughout the report, we have used unrounded numbers, because rounding and the
reconciliation of the rounded results would add an additional, and in our opinion unnecessary, layer
of complexity to the valuation process. By our publishing of unrounded results, no implication is
made as to the degree of precision inherent in those results. Clients and their auditors should use
their own judgment as to the desirability of rounding when transferring the results of this valuation
report to the clients' financial statements.

The undersigned actuary meets the Qualification Standards of the American Academy of
Actuaries to render the actuarial opinion contained in this report.

Certified by:

il =

Carlos Diaz, ASA, EA, MAAA
Actuary
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Santa Monica-Malibu Unified School District
GASB 75 Valuation Results By Employee Group

7/1/2017 7/1/2017 7/1/2017 7/1/2017
Certificated Classified M gmt/Conf/Adm Total All Groups

District-paid Present Value of Benefits

Actives $ 25,350,266 $ 21,254,463 $ 3,526,858 $ 50,131,587

Retirees 6,728,387 3,177,978 853,258 10,759,623
Total District-Paid PVFB: $ 32,078,653 $ 24,432,441 $ 4,380,116 $ 60,891,210
District-paid Total OPEB Liahility:

Actives $ 15,284,063 $ 12,314,288 $ 1,836,972 $ 29,435,323

Retirees 6,728,387 3,177,978 853,258 10,759,623
Total District-Paid AL: $ 22,012,450 $ 15,492,266 $ 2,690,230 $ 40,194,946
Assets* (2,312,390) (1,627,450) (282,607) (4,222,447)
District-paid Unfunded Accrued Liability ("UAL") $ 19,700,060 $ 13,864,816 $ 2,407,623 $ 35,972,499
Components of Net OPEB Expense
Service Cost at Year-end $ 905,720 $ 960,421 $ 150,545 $ 2,016,686
Interest Cost 1,080,643 760,552 132,070 1,973,265
Expected Return on Assets (115,620) (81,373) (14,129) (211,122)
Total** $ 1,870,743 $ 1,639,600 $ 268,486 $ 3,778,829

*Assets, if any, allocated in proportion to AL for illustration purposes only; GASB 75 does not provide authority for this calcul ation.

**Does not include Deferred Inflows/Outflows components that may apply at fiscal year-end.



	ADPE83F.tmp
	SMMUSD Financial Oversight Committee Minutes


