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(Background Continued)
REPORT SUMMARY

Funded Status

The June 30, 2012 Actuarial Value of Assets (AVA) funded status for the CalPERS Miscellaneous and
Safety Retirement Plans is projected by Bartel Associates, LLC (Bartel) to be 82.4 percent and 85.5
percent, respectively, when Pension Obligation Bonds (POB) of $280 million and $77 million are
included. The June 30, 2012 AVA funded status is estimated at 88.3 percent and 89.2 percent for
Miscellaneous and Safety Plans when the POB is not included. The Market Value of Assets (MVA)
funded status is projected at 76 percent for both Miscellaneous and Safety Plans for the same period,;
the MVA funded status is lower than AVA due to recent investment returns and actuarial smoothing
methods used by CalPERS. Bartel projects a combined Miscellaneous and Safety projected June 30,
2012 Unfunded Accrued Actuarial Liability (UAAL) of $787 million and POB of $357 million; while
assets total $6.095 billion.

Employer Rate Outlook

Pension costs continue to trend upward. Employer Contribution rates for the Miscellaneous plan will
increase from 13.112 percent in FY 2012 to 13.494 percent in FY 2013. Safety Employer Contribution
rates will increase from 21.286 percent in FY 2012 to 22.459 in FY 2013. The combined increase is
projected to be equivalent to $6.1 million. CalPERS estimates FY 2013 Miscellaneous employer
contributions of approximately $127 million and Safety employer contributions of $65 million.

Effective March 14, 2012, CalPERS lowered its discount rate assumptions from 7.75 percent to 7.50
percent. Bartel estimates that this change will increase the County’s employer contribution rate for
Miscellaneous by 1.9 percent and for Safety by 3.2 percent over a two year period, beginning in
FY 2014. Based on current payroll, this change will result in an estimated increase in employer
contributions of $8.2 million in FY 2014 and $20.3 million in FY 2015.

Pension Reform

Pension reform has been a topic of debate at the local and national levels; at the County the Board of
Supervisors has taken the initiative on pension reform. With the Board’s direction, collective bargaining
agreements have been completed with all employee unions to eliminate Employer Paid Member
Contributions (EPMC) and implement the Miscellaneous 2% @ 60 and Safety 2% @ 50 Tier Il (lower
benefit) for new employees. We anticipate that the CalPERS process to implement Tier Il will be
completed in Calendar Year (CY) 2012.

In April 2011, Bartel performed an analysis that projected Tier Il cumulative ten year savings for Safety
and Miscellaneous of $206 million and a first four year savings of $22 million. At PARC’s request, in
May 2012, Bartel performed an updated analysis through FY 2018 based on various payroll growth
scenarios. One payroll scenario Bartel analyzed was payroll growth based on negotiated labor
agreements for represented employees and estimated increases.for non-represented employees.
Bartel’'s updated analysis estimated first four year savings that ranges from $17 million to $24 million for
the different payroll scenarios with a $22 million savings for payroll growth reflective of the negotiated
labor agreements.
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(Background Continued)

In May 2012, CalPERS also performed an actuarial valuation of the County’'s 2% @ 60 Miscellaneous
and 2% @ 50 Safety planned Tier Il pension benefits. CalPERS, calculated that starting July 1, 2014
the new Miscellaneous tier will decrease the employer contribution rate gradually and produce an
ultimate decrease of 4.4 percent (the employee contribution rate will decrease by 1 percent); the new
Safety tier will decrease the employer contribution rate gradually and produce an ultimate decrease of
5.6 percent (no impact on the employee contribution rate). The CalPERS calculations are consistent
with Bartel’s savings projections.

Additionally, the elimination of EPMC is anticipated to save the County $59 million annually when fully
implemented. In his April 2011 report, Bartel estimated cumulative ten year savings from the
elimination of EPMC for the Miscellaneous and Safety plans of approximately $650 million.

Liability Management Fund

The purpose of the Liability Management Fund is to reduce pension costs by accelerating the
repayment of pension liabilities. By Board policy, each year PARC recommends whether the funds
should be used to pay down the CalPERS unfunded liability or to make advance payments toward
outstanding Pension Obligation Bonds. As of the writing of this report, the fund has a balance of
$931,000 but some of this balance will be used to repay PERS prepay bonds. PARC recommends any
remaining balance be paid to CalPERS toward the County’sour outstanding unfunded liability.

Annual Prepayment

CalPERS offers early payment discounts of 3.75 percent in lieu of the normal periodic payments that
coincide with payroll disbursements. PARC first recommended seizing this opportunity in 2004, and the
county has done so each year since then. Cash for the prepayment comes from the county’s yearly
sale of TRAN bonds — the cost of these bonds in FY 2013 will be well below 1.0 percent. The savings in
FY 2012 was $3.1 million and PARC recommends that the county again pay $83.5 million to PERS in
July 2012.
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| Executive Summary

Introduction

The County’s Pension Advisory Review Committee (PARC) was established in 2003 to guide policy
decisions about retirement benefits. PARC is a Brown Act Committee and consists of those members
appointed by the Board of Supervisors, including the Treasurer/Tax Collector, County Finance Director,
and the Assistant County Executive Officer/Human Resources Director.

A key responsibility of PARC is to report to the Board and the Public about important developments
affecting County retirement benefit plans and provide information about projected costs and funding
status. This report includes information from the most recent actuarial report prepared for the County
by John Bartel of Bartel Associates, LLC.

Summary

1. Funding Status: The June 30, 2012 projected actuarial funded status for:

a. The Miscellaneous Plan, including $280 million Pension Obligation Bonds (POB) balance,
as an unfunded liability, is expected to be 82.4 percent; without the POB balance, the
funded status is expected to be 88.3 percent.

b. The Safety Plan, including the $77 million POB balance as an unfunded liability, is
expected to be 85.5 percent; without the POB balance, the funded status is expected to
be 89.2 percent.

The July 2008 State and Local Government Pension Plans report published by the United States
Government Accountability Office states, “Many experts consider a funded ratio based on the
actuarial asset value of 80 percent or better to be sound for government pensions.” Bartel
suggests that in order to increase the funding status, an alternative is to place additional funds
into the pension plan, which would the unfunded liability.

2. Employer Rate Outlook: Pension costs continue to trend upward. Employer Contribution rates
for the Miscellaneous plan will increase from 13.112 percent of payroll in FY 11/12 to 13.494
percent in FY 12/13. Safety Employer Contribution rates will increase from 21.286 percent in FY
11/12 to 22.459 in FY 12/13. The combined increase is projected to be equivalent to $6.1 million
based current payroll. Employer Contribution rates are dependent on CalPERS investment
return performance; lower than expected returns in the future will significantly increase the
County’s pension costs.

Effective March 14, 2012, CalPERS lowered its discount rate assumptions from 7.75 percent to
7.50 percent. Bartel estimates that this change will increase the County’s employer contribution
rate for Miscellaneous by 1.9 percent and for Safety by 3.2 percent over a two year period,
beginning in FY 13/14. This will result in an estimated increase in employer contributions of
$8.2 million in FY 13/14 and $20.6 million in FY 14/15.
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3. Pension Reform: Pension reform has been a topic of debate at local and national levels.
Governor Brown has put forth a bill and proposed constitutional amendment for his pension
reform proposal. If enacted, Governor Brown’s pension reform will impact all California public
employees.

At the County, the Board of Supervisors has taken the initiative on pension reform. With the
Board’s direction, collective bargaining negotiations have been completed, or in the near future
will be completed with all employee unions to implement a Tier Il (lower benefit) for new
employees. Tier Il will be implemented in Calendar Year (CY) 2012.

In April 2011 Bartel performed an analysis that illustrated how Tier Il will reduce the impact of
future CalPERS contribution rate increases; he projected a cumulative ten year savings for Safety
and Miscellaneous of $206 million and savings in the first four years of $22 million. At PARC’s
request, in May 2012 Bartel performed an updated analysis and projected Tier 1l savings through
FY 17/18 based on payroll scenarios with various growth assumptions (see page 17). One
scenario included payroll growth based on negotiated labor agreements for represented
employees and estimated increases for non-represented employees. For the purpose of the
analysis payroll growth only reflects compensation components included by CalPERS for pension
benefit calculations. Bartel’s updated analysis estimates four-year savings for the five payroll
scenarios that range from $17.7 million to $26.4 million (see page 20). Tier Il produces $22.7
million in savings for the payroll growth scenario that is reflective of the negotiated labor
agreements.

In May 2012 CalPERS performed an actuarial valuation on the County’s 2% @ 60 Miscellaneous
and 2% @ 50 Safety Tier Il pension benefits. CalPERS, calculated that starting July 1, 2014 the
new Miscellaneous tier would decrease the employer contribution rate gradually with an
ultimate decrease of 4.4 percent and the employee contribution rate by 1 percent; and the new
Safety tier would decrease the employer contribution rate gradually with an ultimate decrease
of 5.6 percent, with no impact on the employee contribution rate. At current payroll, the full
impact of the Tier Il rate decrease would result in an annual savings of approximately $50
million. However, the employer contribution rate decrease will occur gradually, in proportion to
employees hired in the second tier compared to the first tier. The CalPERS calculations are
consistent with Bartel’s savings projections.

Also, Employer Paid Member Contributions (EPMC) are being eliminated for all represented and
unrepresented employees, mostly in a phased approach. It is anticipated that the County will
realize $59 million annual savings once all EPMC payments are eliminated.
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4. Pension Obligation Bond (POB): The remaining POB debt is $358 million and the bonds have a
remaining 23-year life maturity. Bartel’s analysis shows that as of February 12, 2012, the County
lost $23.1 million as a result of the sale of the bonds in February 2005. Since the POB has a
relatively low break-even rate (4.91 percent) and CalPERS’ expected return is 7.50 percent
(recently changed from 7.75 percent), it is reasonable to expect that the bonds over the

remaining life will produce savings.

5. Liability Management Fund: The purpose of the fund is to reduce pension costs and accelérate
the repayment of pension liabilities. By Board policy, each year PARC recommends whether the
funds should be used to pay down the CalPERS unfunded liability or to buy down the POB. As of
the writing of this report, the fund has a balance of $931,000.

6. Annual Prepayment: CalPERS offers early payment discounts in lieu of periodic payments that
coincide with payroll disbursements. PARC first recommended seizing this opportunity in 2004
and expects to continues to do so if market conditions prove to be favorable in funding the pre-
payment.

7. Other Post-Employment Benefits (OPEB): The County invests its OPEB assets with the
California Public Employers’ Retirement Benefit Trust program (CERBT). Effective January 1,
2011, CalPERS introduced three new investment allocation strategies for CERBT. PARC reviewed
the details of the strategies and adopted Strategy 1, an asset allocation strategy most similar to
the investment allocation strategy followed by CERBT prior to January 1, 2011, with a rate of
return of 7.61 percent. It is anticipated CERBT will lower its investment strategy expected return
in the near future to 7.36 percent.
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Recommendations

1. Receive and file the 2012 PARC Annual Pension Report

2. Adopt the recommendation to use the money in the Liability Management Fund to reduce the
County’s CalPERS liability by transferring the funds to CalPERS. (See page 21)

3. Adopt the recommendation to pre-pay up to two-thirds of the County’s FY 2012/13 pension cost
if, in the judgment of the Chief Executive Officer or his designee, market conditions prove to be
favorable. (See page 22)

- PARC ] Pension Advisory Review Committee



Il Pension Plan Funding Status

Funding status (the value of assets compared to liabilities) has decreased primarily due to lower than
expected investment returns. '

Bartel Associates, LLC (Bartel), PARC’s independent actuary projects that the June 30, 2012 gross
combined actuarial funded status for the Miscellaneous and Safety plans is 88.6 percent; this represents
an unfunded actuarial liability of $787 million. On a net basis, taking into account the outstanding
Pension Obligation Bond (POB) liability of $358 million, the combined actuarial funded status is 83.4
percent.

Funded Status Ratio

The graphs below show the Miscellaneous and Safety Plans’ funded status (without taking into account
POB), using actuarial value of assets (AVA) and market value of assets (MVA) over the last several years
(expressed as a ratio of asset to liability). As a result of CalPERS’ smoothing methodology, AVA has
exceeded MVA in years after the FY 08/09 financial market decline. CalPERS’ actuarial smoothing
spreads the FY 08/09 investment losses over a 15-year period.
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Safety Plan
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Bartel Associates, LLC, January 2012
6/30/11 and 6/30/12 funded status’ are estimated (Excludes POB Debt)

While funded status has declined in recent years, it should be noted that according to a July 2008 State
and Local Government Pension Plans report published by the United States Government Accountability
Office states, “Many experts consider a funded ratio based on the actuarial asset value of 80 percent or
better to be sound for government pensions.” Bartel suggests that in order to increase the funding
status, an alternative is to place additional funds into the pension plan, which would the unfunded
liability.
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Actuarial Value of Assets versus Actuarial Liability

The graphs below compare AVA with actuarial liability for the Miscellaneous and Safety plans. Actuarial
liabilities have exceeded AVA since 2002 and are increasing at a faster rate than AVA.,
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Pension Liabilities

CalPERS uses certain assumptions as a basis for its actuarial valuation. To the extent these assumptions
are not realized, future contributions and unfunded liability will increase. Currently, unfunded liabilities
are amortized over separate payment schedules; unfunded liabilities are separated by “cause”, creating
“bases” that are then amortized and paid for over a specific period of time.

CalPERS requires participating employers to contribute an amount sufficient to cover accruing benefits
on an annual basis. The chart below compares employer contribution rates, which is the Normal Cost
(current accruals) to the payment on the Amortization Bases (liability for past service) over a two year
period. The year-to-year employer rate increase is attributable to the increase of the payment on the
Amortization Bases; the Normal Cost actually declined. '

Miscellaneous Miscellaneous Safety Safety

FY 2012 FY 2013 FY 2012 FY 2013
Normal Cost 10.370% 10.227% 18.395% 18.063%
Amortization Bases 2.742% 3.267% 2.891% 4.396%
Total 13.112% 13.494% 21.286% 22.459%

On an actuarial basis, Bartel projects the amortization period not to decline but to remain at 26 and 24
years respectively. In order to pay down the unfunded liability at a faster rate the County needs to
contribute more to the Plans than the amount required each year by CalPERS.

Given expected CalPERS investment returns for Miscellaneous and Safety, Bartel projects an indefinite
deferral of the pay down of the unfunded liability on a market value of assets basis through FY 18/19.
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Il Employer Rate Outlook

Employer Contribution

Pension cost for the County’s Miscellaneous Plan will rise from 13.112 percent in FY 11/12 to 13.494
percent in FY 12/13; Safety plan employer contribution rates will rise from 21.286 percent to 22.459
percent. The combined increase is projected to be approximately $ 6.1 million in CalPERS contributions
for FY 12/13 based on current payroll. The charts below show Miscellaneous and Safety Employer
Contribution rate history. The rate increase since FY 10/11 is primarily due to the financial sector
collapse in CY 2008 and the subsequent poor CalPERS investment performance.
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CalPERS Potential Impact on Employer Rates

On March 14, 2012, CalPERS adopted a lower discount rate assumption of 7.5 percent, down from 7.75
percent for all Plans that participate in the Public Employees’ Retirement Fund (PERF) for actuarial
valuations dated June 30, 2011. This assumption change will impact County employer contribution rates
beginning FY 13/14. Bartel estimates the following increase in employer contribution rates, phased over
a two year period (see table below).

Impact on Employer Rate and Cost Due to Assumption Changes

FY 14/15

FY 13/14

Employer
Contribution

Employer
Contribution Rate

Employer Employer

Estimated
County Impact

Miscellaneous

Contribution
Rate Increase

0.60%

Contribution
Dollar Increase

$5.3M

Increase
1.3%

Dollar Increase
$13.3M

Safety

1.00%

$2.9M

2.2%

$7.3M

Bartel Associates LLC, March 2012

CalPERS reviews economic assumptions every four years. Economic assumptions include a review of
price inflation, wage inflation, and the discount rate assumption. The discount rate assumption used for
actuarial valuations is comprised of a real return assumption and inflation assumption. The real return
assumption of 4.75 percent, and prior to the change, the price inflation assumption was 3 percent,
which resulted in the 7.75 percent discount rate.

With its March 14, 2012 action, CalPERS reduced the price inflation assumption to 2.75 percent,
resulting in the discount rate of 7.50 percent. The wage assumption was left unchanged because
CalPERS anticipates public sector salary growth, in light of current economic conditions, to remain
suppressed. In order to minimize the frequency of assumption changes, CalPERS staff will be conducting
another review in two years to review both economic and demographic assumptions.
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CalPERS Historical Investment Performance

CalPERS investment performance since June 30, 2008 has been volatile and resulted in an accumulated
market value loss through June 30, 2011 of 26.3 percent when compared to the previously expected
annual return of 7.75 percent. See the chart below, showing CalPERS investment return history and a
calculation of the accumulated market versus actuarial value loss since June 30, 2008.

Market Actuarial

| June 30, 2008

° Return (5.1)% 8.1%

° Gain/Loss (12.9)% (0.3)%
| June 30, 2009

° Return (24.0)% 6.1%

° Gain/Loss (31.8)% (1.7)%
| June 30, 2010

° Return 13.3% 6.0%

° Gain/Loss 5.5% (1.8)%
| June 30, 2011

) Return 20.7% 6.8%

° Gain/Loss 12.9% (1.0)%
i} " June 30, 2012

° Return through 10/30/11 (2.7)% n/a

° Est. Annualized Return 2.3% 6.9%

° Est. Gain/Loss (5.5)% (0.9)%

Accumulated Market Value Gains/(Losses) through June 30, 2011 = (26.3) percent
[(12.9) percent + (31.8) percent + 5.5 percent + 12.9 percent]
Bartel Associates LLC, January 2012

It should be noted that in February 2012, CalPERS announced a 1.1 percent return on investment for
Calendar year 2011; estimated fiscal year earnings are anticipated to be higher.

CalPERS Investment Performance Projections

At PARC’s request, Bartel modeled projected employer contribution rate increases through FY 17/18
utilizing three CalPERS investment return scenarios: poor, expected, and good. Expected investment
return is an annual return of 7.50 percent, poor investment return is assumed as an annual return
ranging from 0.2 percent to 3.4 percent, and good investment return is assumed as an annual return
ranging from 11.6 percent to 15.1 percent.
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The charts below, for Miscellaneous and Safety respectively, indicate that Employer Contribution rates
remain relatively stable if CalPERS investment returns prove to be as expected or better than expected,
but poor investment returns will result in markedly increased employer contribution rates.

Miscellaneous with Assumption Changes (7.5%)
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Safety with Assumption Changes (7.5%)
Investment Return Varies

Safety Plan Tier 1 Only (Assumes No 2nd Tier)
Includes POB Proceeds But Not Debt Service
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IV Pension Reform

Pension Reform Review

In recent years, Public Sector Pensions have become a focus of national, state, and local debate. On
February 2, 2012, Governor Brown released the text of a Bill and proposed constitutional amendment
on Pension Reform. The proposal follows his prior announced policy and includes a number of limits
that will impact all California public sector employees if the Bill is enacted. Most importantly, the
proposal introduces a hybrid defined contribution/defined benefit plan that targets a 75 percent career
retirement income for new hires after July 1, 2013. According to Hanson Bridgett, LLP provides an
accrual of about 2 percent per year of service for Miscellaneous members and 2.5 percent per year of
service accrual for Safety members. The Pension Reform Proposal requires new and current employees
to cover 50 percent of the normal cost of their pensions. We will update the Board as the legislature
takes action on this proposal.

Recognizing the need for pension reform, the Board in 2011 requested and received a comprehensive
analysis of pension reform options. In April 2011, the Board approved pension reform in concept with
the recommendation of: a Tier Il (lower benefit formula) plan for new employees, three-year final
average earnings for new employees, and the elimination of Employer Paid Member Contributions
(EPMC) for all employees. The Board also directed Human Resources to initiate negotiations with all
employee unions to implement such changes.

As of the time of this writing , the County has successfully reached agreement on pension reform with
the following unions: Service Employees International Union (SEIU), Laborers’ International Union of
North America (LIUNA), Deputy District Attorney Association (DDAA), the Law Enforcement
Management Unit (LEMU), and the Riverside Sheriffs’ Association (RSA) Law Enforcement Unit. The
enactment of the Board directed pension reform is anticipated during CY 2012 for all employees.

In 2011, CalPERS received over 700 requests for the implementation of a Second Tier benefit. The table
below indicates the number of local agencies that adopted a Second Tier over the last two years for
Miscellaneous and Safety plan.

Lower Benefit Lower Final Lower Benefit Formula &

FormulaOnly  Compensation Lower Final
Only GCompensation
Miscellaneous Plans 68 6 5
Safety Plans 43 2 41

CalPERS Update, 2/12/2012

WARC | Pension Advisory Review Committee



The most popular Miscellaneous retirement benefit formula for Second Tier is 2 % @ 60, and for Safety
plans the most popular benefit formula is 3 % @55.

The tables below reflects the proportion of Miscellaneous and Safety plans by formula currently being
offered by the different public agencies. The most popular current Miscellaneous formula is 2 %@ 55
and the most popular current Safety formula is 3 % at 50.

Percentage of All Miscellaneous Plans by Formula
3% @60 [ 5%
27%@5% I 19%
25%@66 [ 6%
2%Q@5 | 5%
2%@¢60 I 19%

CalPERS Update, 2/12/2012

Percentage of All Safety Plans by Formula
3% @ 50 | 509%
3% @55 21%
2% @50 13%
2%@ 55 8%

CalPERS Update, 2/12/2012

PARC | Pension Advisory Review Committee



Employer Contribution Projections with and without Tier Il

Bartel has studied the impact of implementing Tier Il on projected Employer Contribution rate increases
through FY 17/18. Given the following five hypothetical County payroll scenarios, Bartel estimated
projected employer contribution rates through FY 17/18 for the Miscellaneous and Safety plans with
and without the respective 2% @ 60 and 2% @ 55 Tier I, assuming that CalPERS earns its expected

investment return.

Miscellaneous and Safety Payroll Growth Assumptions

2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17 | 2017/18

County #1 -10.00%| -10.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
County #2 -5.00% -5.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
County #3 0.00% 5.00% 13.50% 3.00% 3.00% 3.00% 3.00% 3.00%
County #4

Miscellaneous -7.31% 1.12% 2.23% 4.81% 6.41% 6.56% 3.00% 3.00%
County #4

Safety -1.13% -0.43% 3.78% 8.13% 5.16% 5.33% 3.00% 3.00%
CalPERS 3.25% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%

Bartel Associates, LLC, May 2012

County Payroll scenario #4 illustrates payroll growth based on negotiated labor agreements for
represented employees and estimated increases for non-represented employees. For the purpose of
this illustration, payroll growth only reflects compensation components that are included by CalPERS in
pension benefit calculations.

The charts on page 18 and page 19 show projected employer contribution rate increases through FY
17/18 with and without a Tier Il for new employees. The data shows that Tier Il produces cost savings
starting FY 14/15, when it first has impact (CalPERS has a two year lag after the implementation of Tier
It) through FY 17/18, a four year period. The charts on page 18 reflect projected employer contribution
rates for Miscellaneous and Safety with Tier | only. The charts on page 19 reflect projected employer
contribution rates for Miscellaneous and Safety with Tier | and Tier Il. A comparison of the charts shows
that the implementation of a Tier Il lower pension benefit for new employees produces a reduced rate
of increase for employer contributions.

PARC | Pension Advisory Review Committee



Projected Employer Contribution Rate Increases

Expected Investment Return (7.5%)
Miscellaneous Plan Tier 1 Only (Assumes No 2nd Tier)
Includes POB Proceeds But Not Debt Service

25%

20%

15%

10%
10/11 11/12 12/13 13/14 14/15 15/16 16/17 17/18
~--County Payroll #1 12.2% 13.1% 13.5% 14.8% 16.4% 16.7% 17.0% 17.2%
- County Payroll #2 12.2% 13.1% 13.5% 14.6% 15.9% 16.2% 16.4% 16.6%
County Payroll #3 12.2% 13.1% 13.5% 14.4% 15.3% 15.2% 15.4% 15.5%
--#--County Payroll #4 12.2% 13.1% 13.5% 14.7% 15.8% 16.0% 16.2% 16.3%
—&— CalPERS Payroll 10 Val| 12.2% 13.1% 13.5% 14.3% 15.3% 15.5% 15.7% 15.9%

Bartel Associates, LLC, June 2012

Expected Investment Return (7.5%)
Safety Plan Tier 1 Only (Assumes No 2nd Tier)
Includes POB Proceeds But Not Debt Service

35% 1 —

30%

25%

20%

15%

10%
1011 | un2 | 1213 | 1314 | 1415 | 1516 | 1617 | 1718
-~ County Payroll #1 193% | 21.3% | 22.5% | 24.5% | 26.8% | 27.2% | 27.5% | 27.8%
~---County Payroll #2 193% | 213% | 22.5% | 24.2% | 26.2% | 26.5% | 26.8% | 27.1%
County Payroll #3 19.3% | 21.3% | 22.5% | 23.9% | 25.4% | 25.1% | 25.4% | 25.6%
--+--County Payroll #4 19.3% | 21.3% | 22.5% | 24.0% | 25.7% | 25.9% | 25.9% | 26.0%
—A— CalPERS Payroll 10 Val| 19.3% | 21.3% | 22.5% | 23.8% | 25.3% | 25.6% | 25.8% | 26.1%

Bartel Assaciates, LLC, June 2012
PARC | Pension Advisory Review Committee




Projected Employer Contribution Rate Increases

Expected Investment Return (7.5%)
Miscellaneous Plan Tier 1 and Tier 2
Includes POB But Not Debt Service

25% - —
20%
T S
e EERERRSRR CL R
o /.//’:5#/ * . - &
10%
10/11 11/12 12/13 13/14 14/15 15/16 16/17 17/18
-~ County Payroll #1 12.2% 13.1% 13.5% 14.8% 16.2% 16.3% 16.4% 16.5%
& County Payroll #2 12.2% 13.1% 13.5% 14.6% 15.7% 15.8% 15.9% 15.9%
County Payroll #3 12.2% 13.1% 13.5% 14.4% 15.1% 14.8% 14.8% 14.8%
--*--County Payroll #4 12.2% 13.1% 13.5% 14.7% 15.6% 15.6% 15.6% 15.5%
—&— CalPERS Payroll 10 Val| 12.2% 13.1% 13.5% 14.3% 15.1% 15.1% 15.1% 15.2%

Bartel Associates, LLC, June 2012
Expected Investment Return (7.5%)
Safety Plan Tier 1 and Tier 2
Includes POB Proceeds But Not Debt Service

35% 17— —

30%

25%

20%

15%

10%
1011 | 112 | 12413 | 1314 | 1ans | 1516 | 1617 | 1718
~-#--County Payroll #1 193% | 21.3% | 22.5% | 24.5% | 26.6% | 26.7% | 26.8% | 26.9%
—--County Payroll #2 193% | 21.3% | 22.5% | 24.2% | 25.9% | 26.0% | 26.1% | 26.2%
County Payroll #3 19.3% | 21.3% [ 22.5% | 23.9% | 25.1% | 24.6% | 24.7% | 24.7%
--+--County Payroll #4 193% | 21.3% | 22.5% | 24.0% | 254% | 25.4% | 25.2% | 25.1%
—A—CalPERS Payroll 10 Val| 19.3% | 21.3% | 22.5% | 23.8% | 25.1% | 25.1% | 25.1% | 25.1%

Bartel Associates, LLC, June 2012
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The chart below shows projected Miscellaneous and Safety employer contributions savings in thousands
of dollars as a result of the implementation of a Tier Il lower benefit for new employees over the four
year period for each payroll assumption:

Four Year Cost
Savings From

Payroll Assumptions Misc. Savings Safety. Savings FY 14/15t0 17/18

County Payroll #1 S 14,770 | $ 2,970 | S 17,740
County Payroll #2 S 16,460 | S 3,640 | S 20,100
County Payroll #3 S 21,010 | S 5,430 | S 26,440
County Payroll #4 S 17,910 | $ 4,780 | $ 22,690
CalPERS Payroll 10 Val S 19,390 | S 4,880 | $ 24,270

These savings projections are consistent with Bartel’s April 2011 Pension Reform report presented to
the Board. In that report Bartel estimated a Miscellaneous Tier [ 2% @ 60 cost savings of $2.4 million in
year one, $26.7 million in year ten; a cumulative savings after four years of $22 million and after ten
years of $153.6 million. Similarly, a 2% @ 50 Safety Tier |l was estimated to yield $0.48 million in year
one, $8.7 million in year ten; a cumulative savings after four years of $6 million and ten years of $48
million. The combined Miscellaneous and Safety cumulative ten-year savings, is estimated by Bartel at
$206 million.

Bartel also estimated that the elimination of Employer Paid Member Contributions (EPMC) for
Miscellaneous and Safety employees would result in an annual cost savings of $59 million, resulting in
an accumulated $561 million ten year savings. As of this writing, the elimination of EPMC, or a similar
cost sharing arrangement has been implemented for most represented and all unrepresented
employees in a phased approach.

In May 2012, CalPERS performed an actuarial valuation on the County’s 2% @ 60 Miscellaneous and 2%
@ 50 Safety Tier Il pension benefits. CalPERS, stated that starting July 1, 2014 the new Miscellaneous
tier would decrease the employer contribution rate gradually with an ultimate decrease of 4.4 percent
and the employee contribution rate by 1 percent; and the new Safety tier would decrease the employer
contribution rate gradually with an ultimate decrease of 5.6 percent, with no impact on the employee
contribution rate. At current payroll, the full impact of the Tier Il rate decrease would result in an annual
savings of approximately $50 million. However, the employer contribution rate decrease will occur
gradually, in proportion to employees hired in the second tier compared to the first tier. The May 2012
CalPERS Tier |l savings calculations are consistent with Bartel’s April 2011 savings projections.

The CalPERS actuarial valuation and the Bartel analysis show that the implementation of Pension Reform
Tier Il for new employees continues to be an important means by which public employee pension costs
can be managed at sustainable levels.

m PARC | Pension Advisory Review Committee



V Financing Status Update

Pension Obligation Bonds (POB)

The County sold $400 million of Pension Obligation Bonds (POB) in February 2005 and made its first
payment on August 15, 2005. Contemporaneous projections show the POB’s were expected to save
$161.8 million over the life of the bonds. The projections assumed CalPERS would earn a 7.75 percent
actuarial rate of return over the life of the bonds. The “break-even” rate for the bond transaction is 4.91
percent, the rate on the POBs.

Based on Bartel’s analysis, the County has lost $23.1 million as a result of the sale of the POB. In recent
years, due to volatile investment returns, net savings have fluctuated from $130 million in CY 2007 to a
net loss of $72 million in 2009. Given the relatively low break-even rate of 4.91 percent, it is reasonable
to believe that over the remaining 23 year life of the bonds, the transaction will eventually produce

savings.

| Net Estimated Losses through February 12, 2012 (Millions):
A. CalPERS Investment Earnings $109.7
B. POB Interest Payments Made 129.7
C. Cost of Issuance _ 34
D. Net [(A) — (B) — (C)] (23.1)

Liability Management Fund

One key aspect incorporated in the POB structure is the Liability Management Fund. The fund collects
an amount representing 50 percent of the projected savings that would otherwise be passed on to
departments. The purpose is to accelerate repayment of the pension liabilities, reducing pension costs
in the long term and reducing the marginal risk associated with issuing POBs.

Board policy dictates that at the end of the year, PARC is to recommend whether the funds should be
used to pay down any liability at CalPERS or buy down POBs. As of this writing the fund has a balance of
$931,000.

In prior years, the Committee has recommended using the captured savings to pay down its unfunded
pension liability. The Unfunded Actuarial Liability’s assumed rate of return is 7.50 percent and is more
expensive than the POB’s interest rate of 4.91 percent (the imputed rate). The Committee recommends
that the balance in the Liability Management Fund be sent to CalPERS to pay down the County’s
unfunded liability.

PARC | Pension Advisory Review Committee



CalPERS Annual Prepayment

CalPERS offers participants a discount for prepaying its projected annual employer’s pension cost in a
lump sum at the beginning of every fiscal year. The discount amounts to 50 percent of CalPERS’ assumed
actuarial return.

For FY 12/13, the County is obligated to pay $192.5 million, which is the employer’s projected
contribution amount for pension costs. The Committee recommends that if, in the judgment of the
County Executive Officer or his designee, market conditions are favorable at the time the pre-payment
must be made, up to two thirds of the projected cost be prepaid.

PARC | Pension Advisory Review Committee



VI OPEB Liability

Other Post Employment Benefits (OPEB)

The liability and annual costs for the County’s contribution and non-pension promises to retirees are
calculated and reported in accordance with GASB 45. Aon’s Actuarial Valuation on Post Retirement
Benefits (dated January 23, 2012) calculates the Annual Required Contribution (ARC) for FY 11/12 at
$2.5 million, assuming actual contributions are made equal to the ARC and the Present Value of Benefits
(PVB) at $49 million. The ARC for FY 12/13 is estimated at $2.58 million.

Although GASB 45 does not require pre-funding, the portion of the ARC that is not funded each year
accumulates as a liability on the County’s financial statements. In order to take advantage of higher
discount rates resulting in lower ARC and PVB, in CY 2007 the Board adopted a policy to pre-fund the
ARC, other than the portion attributable to the “implicit subsidy.”

The implicit subsidy represents the liability that resulted from the pooling of active and pre-65 retirees
for the purpose of health care insurance. The County, as a result of Board action, no longer has an
implicit subsidy. Effective January 1, 2011, all retirees pay premiums based on their “true” retiree only
cost.

On November 19, 2008, the County entered into an agreement with the California Employers’
Retirement Benefit Trust Program (CERBT) and made an initial deposit of $10 million to pre-fund the
County’s OPEB liability. In accordance with Board policy, a rate structure was also developed for OPEB
costs as a percentage of payroll. The rate structure provides funding for the ARC payment.

Effective August 15, 2011, CalPERS Investment Committee adopted three asset allocation strategies for
selection by employers who participate in CERBT. The asset allocation and associated expected asset
return, and thus the assumed discount rate, have considerable impact on valuation results and the
magnitude of liabilities. The following table summarizes financial characteristics of the three strategies*:

Strategy 1 Strategy 2 Strategy 3
Expected Return/Discount Rate 7.61% 7.06% 6.39%
Standard Deviation of Expected Returns 11.73% 9.46% 7.27%

*Source: Aon Hewitt Postretirement Benefits Study dated January 23, 2012

All three asset allocation strategies invest to some extent in each of the five asset classes (Global Equity,
U.S. Nominal Bonds, U.S. Inflation Linked Bonds, Global Public Real Estate and Commodities). The
portion of assets allocated to each asset class varies among the strategies, and thus the long term
expected rate of return and the level of risk of each asset allocation is different for each strategy.

Asset Strategy 1 is the allocation strategy most similar to the CERBT asset allocation strategy previously
used by CERBT. PARC, after reviewing with CALPERS detail on each asset allocation strategy, adopted
asset allocation Strategy 1. PARC will continue to monitor the return versus risk balance of the asset
allocation strategies and update the Board on asset allocation strategy developments.

m PARC | Pension Advisory Review Committee




Based on CalPERS adoption of assumption changes to the Public Employees’ Retirement Fund (PERF),
we anticipate that the CalPERS Actuarial Office will also recommend assumption changes for the CERBT
affiliate fund. PARC will continue to monitor and report on the impact of any proposed changes.

m PARC | Pension Advisory Review Committee



VIl Recommendations

1. Receive and file the 2012 PARC Annual Pension Report

2. Adopt the recommendation to use the money in the Liability Management Fund to reduce the
County’s CalPERS liability by transferring the funds to CalPERS. (See page 21)

3. Adopt the recommendation to pre-pay up to two-thirds of the County’s FY 2012/13 pension cost
if, in the judgment of the Chief Executive Officer or his designee, market conditions prove to be
favorable. (See page 22)

m PARC | Pension Advisory Review Committee
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Definitions

Present Valug of Benefits
June 30, 2010

_ Future Norina)
. Cosx

o Current Narpusl
Cont

Atniurinl
Lishility

PVB - Present Value of all Projected Benefits:
® Discounted value (at valuation date - 6/30/10), of all future expected benefit
‘payments based on various (actuarial) assumptions

Actuarial Liability:

® Discounted value (at valuation date) of benefits earned through valuation date
[value of past service benefit]

® Portion of PVB “earned” at measurement

Current Normal Cost:
® Portion of PVB allocated to (or “carned” during) cutrent year
® Value of employee and employer current service benefit

January 23, 2012 |

e e e ity

L
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Definitions

Present Yalue of Benefits
June 30,2010

Unfunded PYB

iR, oo Avelc

Actiuriel Loy

Target- Have money in the bank to cover Actuarial Liability (past service)
Unfunded Liability - Money short of target at valuation date

Excess Assets / Surplus:
®  Money over and above target at that point in time.
® Doesn’t mean you’re done contributing.

Super Funded:
®  Assets cover whole pie (PVB)

® [feverything goes exactly like PERS calculated, you’ll never have to put another

(employer or employee) dime in.

January 23, 2012 2
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Summary of Demographic Information — Miscellaneous

1994 2001 2009 2010
Actives
m Counts 8,585| 11,562 15,550 15,446
m  Average
o Agey 43 43 43 43
i %.glm\?ba 8 8 8 9
« PERSable Wages $34,000 | $40,400 | $54,100 | $55,400
m Total PERSable Wages (millions) 318.8 521.4 925.8 941.0
Receiving Payments
®m  Counts
s Service 3,278 6,043 6,336
o Disablity 530 585 585
o Beneficiaries 548 s 789
o Total 3,155 4,356 7,385 7,710
M Average Annual City Provided Benefit'
o Service $10,000 | $19,800 | $20,600
o Disability 5,900 7,900 8,100
e Service Retirements in last 5 years 12,300 | 25,500 | 25,900

representative of benefits for long service employees.

* Jaouary 21, 2012

I Average City provided pensions are based on City service & City benefit formula, and are not

3 v
Members Included in Valuation
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Members Receiving Payments
Miscellaneous
8,000 (T
7,000 - -
6,000 -
5,000 - - =
4,000 ]~ = e
3,000 F Wl
2,000 | [ -
1,000 -1 BT I
o L LRS- - T ME SEE SEE SEE DS E
2001 | 2002 | 2003 | 2004 | 2005 | 2006 |.2007 | 2008 | 2009
[C1Service Retirement | 3,278 | 3,367 | 3,665 | 3,946 | 4,300 . 4,642 | 4,969 | 5,268 | 6,043
[ Disability Retirement | 530 | 537 JSSJ 574 | 579 | 588 | 587 I 580 i 585
@ Beneficiaries 548 | 563 | 597 | 626 | 665 | c62 | 683 ! 706 | 757

M Tolal Retirements

|
| 4356 [ 3,467 | 4815 | 5,146 | 5564 | 5,892 | 6239 | 6554 | 7,385 | 7,710

s

B
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Average Annuity
Miscellaneous
20,000 = F
—_— (Tl N -
15,000 - Fl
= i
10,000 - = ]

3,000 4
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=

|

5 [ 2006 :_'2-007_[ S008 113009 T'z—olll

2001 | 2002 | 2003 | 2004 | 200
ClAverage Seeviee Ret 3 10,000
CIAverage Disabled Ret | 5,900 | 6,100 | 6300

10,300 I‘_n','éu_u:l_ti,xoa_ 14,600 | 15600 | 16,700 | 17.600 | 19.890 | 20,600 |
6800 | 7300 | 7.500 | 7.600 | 7800 | 7900 | 8100 |

I Average Ret Anmuiy | 9,400 | 9,700 | 11,500 [ 12,300 | 13,00 | 14,00 | 15,700 | 16,700 | 18,700 | 19,600
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Average Annuity
Miscellaneous

Service Retirement Retirees' Benefit

Years
_Retired 2001 2002 2003 2004 2005 2006 2007 2008 2009 200
Unders $12349 $12,462 $16,831 $ 18,135 $20,680 $21,383 $23,154 $22,930 $25452 $25933
9 11,755 12,175 12,835 13,079 12,996 13,688 13,474 18,143 19,709 22,185
10~14 9,780 10414 11,106 11,844 12,261 12,351 12,996 13,308 13,906 14,618
15-19 8,238 8,486 9,030 9,158 10,059 10,348 10,992  [1,832 12,558 12,874
20-24 4,605 5,780 6,361 7,358 8,098 9,061 9,181 9,818 10,223 10,636
25-29 3,096 3,176 3,321 3,603 5,336 5,590 6,915 7,442 8,311 8,428
Over 30 4,564 3,703 4,247 3,610 5,881 5,387 5,242 5414 5,424 5,372
All Years 9,982 10,312 12,223 13,099 14,560 15,586 16,664 17,631 19,751 20,628
3
@ January 23, 2012
Average Annuity
Miscellaneous
Service Retirement Retirecs' Benefit _]
Attained
Age 2000 2002 2003 2004 2005 2006 2007 2008 2009 2000
50-54  $ 8352 $ 8,270 $11,218 $10,905 $13,909 $15136 $§15599 $15620 $19,486 §19,522
55-59 11,771 11,299 14,832 16,591 17,653 18,881 19,904 20,836 23,886 24,313
60-64 11,791 12,027 16,809 17,708 19,425 20,574 21,735 22,549 24,770 26,059
65-69 11,024 11,945 13,184 14,094 15,593 16,628 18,226 19,717 21,406 22,613
70-74 10,884 10,889 11,224 11,483 12,482 12,874 13,991 14,974 16,200 16,835
75-79 8,957 9,537 10,418 10,954 11,645 12,257 12,310 12,820 12,882 13,835
80-84 7,196 7,640 8,304 9,316 10,352 10,510 10,758 11,762 12,590 12912
83 & over 5,201 5,645 5811 6,016 7,409 8,220 8,929 9,524 9,991 10,394
All Ages 9,982 10,312 12,223 13,099 14,560 15,586 16,664 17,631 19,751 20,628




Plan Funded Status
Miscellaneous

Present Value of Denclits
June 30, 2009

Unfunilcd PVA

¥ (Unfunded

Linhiliy) Actuarisl

Liwbility

Actuarlal
Linhiltiy

June 30, 2009

Present Value of Beaelts
June 30,2010

e
“._ Unlundeil PVR

p U funded
Linbliiy)

June 30, 2010

5 3,790,200,000 Actuarial Liability $ 4,097,200,000
3,401,000,000 Actuarial Asset Value 3,652,900,000
(389,200,000) (Unfunded Liability) (444,300,000)
June 30, 2009 June 30,2010
$ 3,790,200,000 Actuarial Liability 3 4,097,200,000
2,482,300,000  Market Asset Value 2,882,400,000
" (1,307,900,000) (Unfunded Liability) (1,214,800,000)
4 January 23, 2012 9
Plan Funded Status
Miscellaneous
[ What happened between 6/30/09 and 6/30/10?
® Market Value Asset Gain/(Loss) = 148.9 million
® Unfunded Liability (Increase)/Decrease = (55.1) million
| Reasons for Unfunded Liability increase .
e Actuarial Asset gain/(loss): = (55.0) million
d $770 million remaining unrecognized asset losses
o Actuarial gain/(loss): = (2.5) million
| Average Salary $54,100 — $55,400
| Number of Actives 15,550 — 15,446
O Number of Inactives 9,630 — 9,768
O Number of Retirees 7,385 — 7,710
° Golden Handshake ~ (1.0) million
(] Other gain/(loss): =~ 3.4 million
O Contributions

a Other (expected)

®
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Actuarial Investment Return
Miscellaneous

31.00% (e — — — —
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° 1995 | 1996 { 1997 | 1998 | 1999 2000‘_?.00];2002 2003 | 2004 | 2005 | 2006 | 2007 | 2008 1204w | 2010 {201 | 2012

[a— AVA Modified |82%]87%)9.1% | 9.4% 8.5% | 8.3% | 7.1%! 1.8% |6 8% | 1.6% [ B0% |8 2% | 9.3% |8 196, 5.9% |6 1% [6.9% | 6
—8—MVA Rate ls.:%:s,z%_zo,l%ws%|z.sv,|u.m|-1.2%;-scﬁ 3.7% |16.6%]12.3%]1 19%)18.8%"5.1%! -26.0(12,3%20 7% 2.3%

2 AVA Unmodified | 8.2%8.7%]5.1% [9.4%] 8. 5% 8.3% [ 7.1% | 1.8% [6.6% | 7.0% | 31094 | 8.2% | 9.3 [80% -5. [ 6 9% | 7.7 ] 7394

Above assumes contributions, payments, etc. received evenly throughout year,
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Actuarial Investment Return

Miscellaneous
Market Actuarial

B June 30, 2008

® Retumn (5.1D)% 8.1%

® Gain/Loss A29% 1 (03)%
®  June 30, 2009

® Return (24.0)% 6.1%

® Gain/Loss o (31.8)% 1.7)%
B June 30,2010 :

® Retumn 13.3% 6.0%

® Gain/Loss ; 5.5% (1.8Y%
®  June 30, 2011

® Return 20.7% 6.8%

® Gain/Loss 12.9% (1.0)%
B June 30,2012

® Return through 10/30/11 2.7% n/a

® FEst. Annualized Return 2.3% 6.9%

® Est. Gain/Loss (5.5% (0.9)Y%

M Accumulated Market Value Gains/(Losses) through June 30, 2011 = (26.3)%
[(12.9)% + (31.8)% + 5.5% + 12,9%]

®

Janvary 23, 2012 12




Asset Values (Millions) -

2012

Miscellaneous
4,500 - : =
4,000 -
3,500
3,000 ¥ —
2,500 -] -
2,000 -1
1,500 11
1,000 - !
|
500 - 4 It :
(8
é -
s 96| 1997 1998 2003 2004 ms 2006 20 2507 2008]2009] zmo[zon
D Actuarial | 690 4 [1,026 1,241] 1,469 1,618, 1,721] 1,600 1,668! 1,834 2,365 2,600 2,894 3,175 3401 3,662} 943t 4. 224
Ehdarket | 698 | 808 | 935 | 1,140.1,379] 1564 1,702 1,564 1454 1,517 1,807 2,429 2,754 3,343 3,223]2:487 2,882, 3,509 361

6/30/11 & 6/30/12 asset values estimated.
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Funded Status
Miscellaneous
160% T paes sk =SS Mimia sas
—— e — y I‘I —
140% 41 A7
™ o i
T -
=|| - —— P —
0%k FI |
100% A== =i B B ] s
] 1 :‘ 'i v g
L B L &
sowe| EH U1 EEH BB :
4 il & A -
LR EL g | |
60% - Hulllghimliin - Y
ALE || B i ) ]
- | ‘B
40%- ; [SI" Ll -1 iH
N :
S B AN N H 8
20%-H K1 T FL N B : H EH
HERE e {
o | ELLELLD : 4
R l994 19?: l9961l27 1998 I__!?.OOJ 2001 2003|zoo4|2005 2006 zcm]zoos 2009]2010]2011{2012
UFllndtd Ranc AVA 98% 100%!105%'1 2% IJ$%|J9’/-!IJ7‘/-1{'JS% %1% |3 ]% 82%_96%L95% 96%'95% 90% 9%|89'/a 8%
B Funded Rano- MY, | 98% 10791 13% ) 35%1SO%I1 474l 1459 9% | 83% | 76% .81% owa | |oo%ﬁo% 96% | 65% | 70% | 79% | 76 76%

6/30/11 & 6/30/12 funded status estimated
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Funded Status (Millions)
Miscellaneous

5,000 -

-0l

1994 11995] 1996 1997199811999 2000|2001 2902;2003 20042005

2007]2008
74| 3,02/ 3,35

1,791 4,09] s3] 478

R Actuarial Liability 704 | 757 | 811 | 844 920! 1,05] 1,17 1,57 I,7_Si 1,99] 2.23| 2,47
[ Actuarial Assel Volue | 690 | 760 | 874 | 1,02 124! 1,46] 1,61} 1,72 l.60! 1,66] 1,831 2,36

2,89[3,17

1.40] 3.66| 3.94/4.22

6/30/!_[ & 6/30/12 funded status estimated

January 23,2012 15

Funded Status (Millions)
Miscellaneous
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®

Contribution Rates
Miscellaneous

20% -

15% —_—

10%

5%

%

’gﬁp?lq‘ml 98999 omm 020031 0304 D-IMS'M.‘U{.;I!GI’G?[O?IOS

O8/09 [ 0910 | 10 1 {1 1/12

1271

102%

Ca-TouNC | 75% 7% |30% | 68% | 63% ‘H%! 7.4% [10.8% | 110% 111158 14 1] [T0%[ 103! 11 1%[ 11 1%[ 10:4%
l—_tg_a{pl__@'onl Rate | 7.8% | 7.6% | 4.2% | 0.0% | 0.0% [ 0.0% | 0.0% | 9.8% [13 9%]11.8%(1 1.9%| 120%] 12.1%] 12.0%] 12.2%113.1%
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135%)

Contribution Rates

Miscellaneous
6/30/09 6/30/10

201172012 2012/2013
Normal cost 10.4% 10.2%
Amortization bases: 2.7% 3.3%
Total Contribution Rate 13.3% 13.5%
Amortization period Multiple Multiple

=26 years = 26 years
What Happened from 6/30/09 to 6/30/10:
® 2011/12 Rate 13.3%
@ (Gains)/Losses 0.2
® 2012/13 Rate 13.5%

Janunry 23,2012 18
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Employer Rate Projections
Miscellaneous
B  Market Value Investment Return:
® June 30,2010
® June 30,2011
® June 30,2012* Poor Investment Return:
Expected Investment Ret:
Good Investment Return:
Poor Investment Return:
Expected Investment Ret:

Good Investment Return;

® June 30,2013 -2016

13.3%>
20.7%°
~ -2.44%
2.26%
7.00%
0.4% - 3.6%
7.75%
~11.8% - 15.3%

n un

Q

B No Other: Gains or Losses, Method or Assumption Changes or Benefit

Improvements
B Excludes Employer Paid Member Contributions (EPMC)

* As reported by CalPERS,
' As reported by CalPERS.

' Based on CalPERS actual return -2.7% through 10/31/1 [ and various returns for the remaining 8 months.

" January 23, 2012 19

Employer Rate Projections
Miscellaneous

Investment Return Varies

25% e
20% = ——ers e

I

|

15% . iy i _.__-__-.f_-‘-___’;‘___
.//.’/——k_—.—’_"_-.__ ¢ ) .

0%

10711 | (z |13 1314 | 1415 15/16 16/17 L7/18
- - - B T ST [Pl — o | AR
wpooriR | 122% [ 130% | 135% | 137% | 1o% | 1s2% | 1es% | 1s1%
FaCxpR | 122% | 31% | 135% | 13.7% ; 140% | 42% | 145% | 14.7%
[ T e B e e R e T LU B AL i
|-e-Good IR|_122% | 13.1% | 135% | (37% | 140% | 141% | 141% | 140%

@ 20
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Employer Rate Projcctions
Miscellaneous

This page intentionally left blank.
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Employer Rate Projections
Miscellaneous
Payroll Growth Assumptions o
2010/11 | 2011/12 | 2012/13 | 2012/13/)Kf
County #1 |  -10.00% | -10.00% |  3.25% 3.25%
County #2 -5.00% -5.00% 3.25% 3.25%
County #3 0.00% +5.00% 13.50% 3.25%
| CalPERS 3.25% 3.25% 3.25% 3.25%
E Projected PERSable Wages
(1000)
2009/10 2010/11 2011/12 2012/13 2012/13 /{ Llé
County #1 $854,932| $769,439| $692,495| $715,001| §$73 8,239
County #2 854,932 812,186 771,576 796,652 822,544
County #3 854,932 854,932 897,679| 1,018,865| 1,051,978
CalPERS 854,932 882,717 911,406 941,026 971,610
’ January 23, 2012 21




Employer Rate Projections
Miscellaneous
s Expected Investment Return,

Tier 1 Only (Assumes No 2nd Tier)
2_l;lcludcs POB Proceeds But No Debt Service
3%

20% f-- - - —_ C e —
L4
15% - —~
10%
10/11 (102 ) 12713 | 1314 | 14ns | ts/ii6 | 16117 | 17118
-+ @-- County Payroll #1 12.2% | 13.0% | 13.5% | 14.2% | 15.1% | 155% | 15.8% | 16.1% |
+--x-« County Payroll #2 122% | 13.1% | 135% | 14.0% | 14.6% | 14.9% | 152% | 155%
-~ County Payroll #3 122% | 13.1% | 13.5% | 13.8% | 14.0% | 139% | [4.1% | 143%
l:g__—__ga_m_Engqy_rg_[UQVa| (22% | 13.1% | 135% | 13.7% | 140% | 142% | 14.5% | 147%

January 23, 2012 23

i Employer Rate Projections
' Miscellaneous

Expected Investment Return
Tier 1 + Tier 2
23{,901_2(1_55_1’_'913_Pr0ceeds But No Debt Service

20% T — —— — — |

15% +—— - - —
R 3 e e
/‘.—-—-—"_“ - B Trteeren e 4
10% |
101 | 1z | 120 [ o | s | oisine | e | 1is
[-A - County Payroli #1_ | 122% | (3.1% | 135% | 142% | 147% | 146% | 14.5% | 143%
oAz County Payroli 2 | 122% | 13.1% | 13.5% | 14.0% | 14.2% | 14.1% i 14.0% | (38%
j-®-- County Payroll#3 | 122% | 13.1% | 135% | 13.8% _13.6% | 132% ; 13.0% | 12.9%
|—a— CalPERS Payroll 10 Val| 122% | 13.1% | 13.5% | 13.7% | 136% | 134% | (33% | 13.2%

January 23, 2012 24
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@ County Payroll 1| 14.4% | 154% | 158% | 169% | 18.3% | 186% | 190% | 19.3%

- Counly Payrall #2 Y
-3 County Payrol| #3 | 14.4% | 154% | 15.8% | 162% | 16.4% | I6.1% | 164% | 16.6%

Employer Rate Projections
Miscellaneous

Expected Investment Return
Tier 1 Only (Assumes No 2nd Tier)
2Wlncludes POB Proceeds And Debt Service

20% e
.l___.———-'-'
0, ) M———
5% +——=
10%

1071 112 12/13 13/14 14/15 | “15/16 16/17 1718

| 144% | (54% 15.8% | 16.5% | 17.4% | 17.8% | 18.1% 18.4%

~—4— CalPERS Payroll 10 Val | 144% 15.4%- 158% | 16.0% | 163% | 16.6% | (69% | 17.1%

Jenuary 23,2012

e YA R A N AT N N AR A

k- County Payroll #2 14.4% _._l.5'4%.. __1_5_.&/0___ _16.3% | 17.0% | 16.9% 16.8% | 16.7% B
e :_(,:uunlz Payroll #3 14.4%_‘__1_5._4_%_____[_5.8% I 1_6._2% |6._0_% ls:f‘%’__ | 15.3% LS. %

—4— CalPERS Payroll 10 Val

January 23, 2012
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Employer Rate Projections
Miscellaneous

Expected [nvestment Return
Tier 1 + Tier 2

2s’}ncludes P_OB Proceeds And Debt Service

20% = ———————— —_———— ———— e — —

e
o

ox & =

15% - / B L TRy 2 AP A

10% . e ATV
ol |tz [ e2n3 | e Doans | oisne | o16n7 | ons
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144% | 154% | 158% | 160% | 15.9% | 158% | (5.7% | 15.6%




UAL Amortization Period (Number of Years)
Miscellaneous

Based on Actuarial Value of Assets
(Investment Return > 6/30/11 Varies)

30 s
28 ----_t\\\ i
[l iy =0 —— N * b
2 - Wy —
DY .
20 e e s
[P ] S— . — e
l6 — S— s
4 f— -
12 - T 2
0 |—- -— = -
8 g — -— - p——
6 o — —— — S
4 i - — — = et S Py i ===
2 = —— A kb
T [ nnz [ weis | e | s [ asie [ ien [ uzs [ s
—e-PoorIR | 30 | 26 | 26 5 | 25 | 2 26 2 2%
—+ExplR [ 30 [ 26 | 2 25 25 | 25 | u 214 3
w GoodIR| 30 | 26 | 26 s |25 25 2% 23 J___22__J
(G
L January 23, 2012 27
§ 1] L3 . i
1| UAL Amortization Period (Number of Years)
'l Miscellaneous
; Based on Market Value of Assets
' (Investment Return > 6/30/11 Varies)
100
90
80
70 -
60
50
40
30 - i
20 1
10 |
"o | vz | o l /4 [ wns T asn6 167 | 178 | 18019
I L | RE jlilen) 145 5. -1ono ) 1607 | 1S B L
~e-PoorR i 19 | 99 __29_ 99 | 99 99 99 99 |
—aExplR |19 99 | 9 | 99 | 9 [ 99 | 9 | 9
BT I 0 0 0 O O T T
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Summary of Demographic Information — Safety

1994 2001 2009 2010
Actives
B Counts 1,839 2,385 3,687 3,490
m  Average
o« Age 38 39 38 38
« City Service 10 10 8 9
+ PERSable Wages $44,200 | $53,600 | $71,900 | $76,000
M Total PERSable Wages (millions) 38.8 142.8 | 428+ 291.9
Receiving Payments 2919
m Counts
e Service 353 1,073 1,302
o Disablity 417 505 522
o Beneficiaries 102 150 158
o Total 520 872 1,728 1,982
®  Average Annual City Provided Benefit’
o Service $24,700 | $35,700 | $39,000
« Disability 17,900 | 23,300 | 23,800
e Service Retirements in last 5 years 25,400 | 38,100 [ 42,900

representative of benefits for long service employees.

January 23, 2012 29

S Average City provided pensions are based on City service & City benefit formula, and are not

Members Included in Valuation
Safety

4000

3,500

.

3,000 - - T =i | o et | il | i

2,500 4— ——HHHHIFHF

2,000 ——s— BN | U N U N O O | ) |}

1,500 e e = e e e e ] e ] —f =

1,000 -

a1

. Ny WE-

C Ll LL. LA L. 4 . L. L l_ a — Ll -
19594 I995] 1996 | 1997 l998!l999|2000'200| 2002 200]'1004 2005 | 2006 | 2007 | 2008 2009

Ei

[CAdie 1,819 |,90t.i 1976 2,01 0] 1,782] 2,172 2.296] 2,385 2,581] 2,708] 2,684 2,670] 2,947] 3,282: 3.467] 3,687 3.9
289 | 292 | 485 636 | 378 | 444 | 444 | 470 ' 479 | 584 | 502 | 563

[qTrnnsfsri 1289|294
@ Vested Terminations ' 100 | 119 | 185 205 | 269 | 189 | 217 | 254 | 274
M Recoiving Paynents | 520 Fse7 ] 586 | 651 , m-j 767 | 785 | 872 | 993

306 | 332 | 360 | 399 | 380

®
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1,090 1,168 1,292] 1,398] 1,521 619, 1,728! 1 982

L 574 | 577 s6d

496 | 537 | 544
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Members Receiving Payments
Safety

2,000 -

1,800 =

1,600 -

1,400 -

1,200 -+

1,000 -

800

600 11

400

200-;

E‘f: g 0 N

) 2003 | 2004 | 2005 | 2006
|CaService Retirement | 353 | 462 | 540 | 592 | 696 | 791 |

O Disability Retirement| 417 | 430 | 442 | d55 | 464 | 477

@ Bencficiaries to2 | 101 | o8 | 121 [ 132 | 130 |

W Total Retirements | 872 | 993 | 1,090 | 1,168 | 1292 | 1,398 [ 1,521 | 1,619 | 1,728 | 1,982 |

®

Tanuary 23,2012 31
Average Annuity
Safety
40,000 1T ' S
!
35,000 (] S,
30,000 1
25,000
20,000 ]
5,000 =
|
10,000 -
5,000
) 2004 | 2005 2009
(OAvergs Servico Ret | 24,700 | 27,300 29,000 | 30,900 | 31,%0 | 33,500 | 34,400 | 35,700 | 39,000
1A vemye Disbled Ret | 17,900 | 18,300 19,700 | 20,800 | 21,200 | 21,960 | 22,600 | 23,300 | 23,800
A vemge Ret Annulty ; 21,000 | 23.000 1 25000 | 26900 | 27,900 | 29,400 | 30,400 | 31,800 | 34,600 |

January 23, 2012 32




Average Annuity

Safety
[ Service Retirement Retivees' Benefit | ( ? I\:v

Years )
Retied 2000 2002 2003 04 2005 2006 2007 208 2000 2010
Under3 § 25410 § 28618 § 29,840 § 31,179 § 33,743 § 34479 § 35472 § 36,745 § 38,145 § 42,927

5~9 26,844 28,779 27,501 27,368 27,163 28,123 33,159 12,663 34,196 36,699

10~14 26,808 26,587 29,249 29,933 30,681 30,133 29,406 32,464 32436 30916

15-19 21,763 27,324 27,928 29,250 26,964 29,224 30,587 31,357 32,982 34,805

20-24 13,781 14,519 12,651 11,994 19,537 20,399 25,012 29,849 34,166 33,624

25-29 10,288 11,069 13,487 15,318 19,288 20,385 20,993 21,005 19,198 20,761

Over 30 15,207 15,511 10,162 16,455 30,776 31,920 28,299 27,267 29,573 28,211
All Years 24,718 27,306 28,111 29,141 30,929 31915 33,481 34,389 35,729 38,956

B,-.l _
"7 january 23,2012 33
Average Annuity
Safety
| Service Retirement Retirees' Benefit |

Attained

__Age 2001 2002 2003 2004 2005 2006 2007 2008 20090 200
50-34 $ 20,025 § 25,957 $ 28,252 $ 26541 §$ 32,567 § 33,130 § 35650 $ 35300 $ 37,007 § 44,173
55-59 30,032 31,824 31,929 34,435 34,387 35,298 36,108 36,764 36,697 40,669
60-64 29,058 30,745 29,848 31,148 32,237 33,440 34,861 36,194 37,904 39,455 _
65-69 24,112 24,239 26,224 25,829 28,826 28,986 29,985 32,552 34,509 35,161 |
70-74 21,428 23,823 24,635 25,451 24,448 24,980 28,068 27,947 30,079 31,361 |
75-79 15,609 16,445 20,918 21,740 23,092 23,810 26,745 28,006 29,780 28,419
80-84 8,264 13,491 10,934 14,589 19,692 21,258 19,489 25,344 27,089 26,978

85 & over 6,621 3,589 6,758 8,475 13,285 13,803 19,099 15,185 18,624 28,647 i
All Ages 24,718 27,306 28,111 29,141 30,929 31,915 33,481 34,389 35,729 38,956

o
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Plan Funded Status

|
Safety !
Present Value of Benelits Present Ynlue of Benefils E
June 30, 2009 June 30, 2000 i
- \u e Unfunded PYD r
i
i!
praci piveim gy it l
e |
June 30, 2009 June 30, 2010
$ 1,642,600,000 Actuarial Liability $ 1,809,500,000
1,511,000,000  Actuarial Asset Value 1,624,700,000
(131,600,000)  (Unfunded Liability) (184,800,000)
June 30, 2009 June 30, 2010
h 1,642,600,000 Actuarial Liability $ 1,809,500,000
1,100,400,000  Market Asset Value ~ 1,279,800,000
(542,200,000) (Unfunded Liability) (529,700,000) ‘
L’;;’l
’ January 23, 2012 35
|
| Plan Funded Status
Safety _
u What happened between 6/30/09 and 6/30/107 !
L Market Value Asset Gain/(Loss) = 66,0 million |
L Unfunded Liability increase = (53.2) million
n Reasons for Unfunded Liability increase
L Actuarial Asset gain/(loss): = (24.6) million
a $345 million remaining unrecognized asset losses
o Actuarial gain/(loss): ~ (18.6) million
O Average Salary $71,900 — $76,000
d Number of Actives 3,687 — 3,490
O Number of Inactives 1,114 — 1,108 {
O Number of Retirees 1,728 — 1,982 |
° Golden Handshake: ~ (11.1) million i
° Other gain/(loss): = 1.1 million
a Contributions
; d Other (expected)
|
I B
% CD January 23, 2012 36




Actuarial Investment Return

Safety
31,00%
23.25%
15.50% -/k\\\ / \l—/ \ f
7.75% sl A
\ \ ‘
0.00% - - u
-1.75%
-15 50% - -
-23.25% — -
=-31.00%
19961997 | 1998 | 1999 | 2000 [ 2001 | 2002 200]_ 2004 700) 200_6 2007|2008 [2009 20\0;20“ 20121
: '_A_;{\Xﬁﬂudiﬁg:l 8.7%|9.2% | 94%|8.9%| 11.2 ?U% 4 054 6.8% 76A| 0% 82% 9.2%| 8,1%| 6.0%{6.4% 6.9% 6.6%!
| m—MVARMe (53 |20.0 |195 ] 12.5] 105 [7.2%-6.0%3.7%, 166[ 12.3] 119 | 18.8]-5.19%]-240] 13.3 [207 [23%
- AVA__UnInodiﬁed 18.7%(9.2%(94%:8.9%] 1.2 } 7.0%-" 40%[6 8‘?;'?6% 8.0%82%|9.2% §,'0°/ 57@6 9%[??% 3%

Above assumes contributions, payments, etc. received evenly throughout year.

January 23, 2012
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Actuarial Investment Return

Safety
Market Actuarial

B June 30, 2008

® Return (5.H)% 8.1%

® Gain/Loss (12.9% (0.3)%
®  June 30, 2009

® Return (24.0)% 6.1%

® Gain/Loss (31.8)% (L.1%
®  June 30,2010

® Return 13.3% 6.0%

® Gain/l.oss 5.5% (1.8)%
®  June 30, 2011

® Retumn 20.7% 6.8%

® Gain/Loss 12.9% (1.0)%
B June 30,2012

@ Return through 10/30/11 (2.7% n/a

® FEst. Annualized Return 2.3% 6.9%

® Est. Gain/Loss (5.5)% (0.9%

B Accumulated Market Value Gains/(Losses) through June 30, 2011 = (26.3)%

[(12.9)% + (31.8)% + 5.5% +

12.9%]

January 23, 2012
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Asset Values (Millions)
Safety

1,800

1,600 ” ]

1,400 +

1,200 -

|
!

1,000 -

e

800

600

400

|
i’
!

4 & - = - 3 -

200

0 - . ], : i [ i I3 jonl_ 1
1994 | 1995 | 1996 l997[ 1998 | 199912000 [2001 {2002 [ 2003 | 2004 | 2005 [3006 I 2007 { 2008 2009] 2010 |
I Actuarial | 315 | 351 | 409 486 | 5911677 1177 809 | 774

o ; 812 | 887 | 1,069 1,170 1,291 1414 1,301] L62s]
@nnker | 314 | 374 | 441|540 | 657 [ 746 [ 812 | 745 [ 704 | 738 | 874 | 1,007 1234 1,487 1,432 1,100] 1,280

6/30/1t & 6/30/12 asset values estimated.
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Funded Status
Safety
0%~ i
| |
ot ——=" o i
120% lf’ T T T
i
-
100%-—T Bl ; Bl
|
i ¢
80% <1 i i ;
R ! | q
R El B
60% 1 1] e ;
L .
40%{ mEtE
i i
20%-71 1 P11 & il i
g, 3
4 F 5
0% ; " L gt b Pl = .
19951996, 1997 | 1998 2000 ! 2001 | 2002 | 2003 ; 2004 | 2005 | 2006 2007 | 2008 | 2009

[OFunded Ratio - AVA {1029 107%{119% 129%| 128%] 13%105%[ 92% | 90% [ 87 [ 95% | 95% | 94% | v6% 92% | 50%
| @Funded Rotio - MV A |109%[116%{133%]194%4! 14191 18%' 97% | 84% | 81% | 86% | 97% 100 03{ 7% [ 67% | 71%

6/30/11 & 6/30/12 funded status estimated
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Funded Status (Millions)
Safety

2,200.0

2,0000 47"

1,800.0

1,600.0 -

1,400.0 7

1,200,0 - =

1,000.0 -1

800.0 -1

600.0 17

!
i

400.0 11

200.0

: i‘?
il i

1995199 | 1997 1999 2000 2001 2004|2005 2006 | 2007 | 2008 | 2009 | 20102011 2012
G Actarial Liabiliy {3424 380.71407.3[ 457.3 526 8] 86.4[ 765.1[ 839 89065 1,011 1,127 1,232 1,369 1,469} 1,642 1,809 1,9501 2098

[Dlctuorinl Asset Value [351.0(408.8 dgs. o 591. 677.5]777.1803 9 774 0 812 887.4] 1,069, 1,170, L.291] L 414 L5t 1624 1.745] 1871

6/30/11 & 6/30/12 funded status estimated
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Funded Status (Millions)
Safety
This page intentionally left blank.
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Contribution Rates

Safety

WY —m—————— e —— e ——————— -
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0%
Ca—TouINC | 15.0%] 50%| 16686 | 134% | 4.7% | 14 7% io_a%[iﬁ?ifiznl% 167% 16.7% | 16 6% | 17.2% | 16.6% | 1H 2% 184% | 18 1%
- Tol Cont Rato | 13.9% | 13.6% | 9.2% | 0.0% | 00% | 24% [15.9% 117 196 20| roef 1s.0% | 18,6 | 19.0% [ 19.6% | 19.9% | 200%  225%
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Contribution Rates

Safety

Normal cgost

. Amortization bases:
Total Contribution Rate
Amortization period

B What Happened from 6/30/09 to 6/30/10:

® 20101/12 Rate
® (Gains)/Losses
® 2012/13 Rate

January 23,2012 44

6/30/09 6/30/10
2011/2012  2012/2013

18.4% 18.1%
2.9% 4.4%
21.3% 22.5%

Multiple Multiple
=28 years =27 years

21.3%
12
22.5%




Employer Rate Projections

Safety
B Market Value Investment Return:
® June 30,2010 13.3%°
® June 30,2011 20.7%’
® June 30,2012%° Poor Investment Return: ~ -2.44%
Expected Investment Ret: = 2.26%
Good Investment Return: = 7.00%

® June 30,2013 -2016 Poor Investment Return: 0.4% - 3.6%
Expected Investment Ret: = 7.75%
Good Investment Return: ~11.8% -15.3%
B No Other; Gains or Losses, Method or Assumption Changes or Benefit
Improvements
B Excludes Employer Paid Member Contributions (EPMC)

u

6 Asreported by CalPERS.
7 Asreported by CalPERS.
¥ Based on CalPERS actual return -2.7% through 10/31/11 end various returns for the remaining 8 months.

(&
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Employer Rate Projections
Safety

Investment Return Varies

40%

35% | FOIUUR— S . ———

30% e —— e e e e e e - —— it - i

25% ' / .

20% —

15% T T T 1
10/11 II/12 1 l2/l3 o134 145

: :
1/t6 ' 16107 | 17418
I
j—r T o =
“w-PoorlR . 193% | 213% | 2% | 2% | 2% | 249% | 204% | 29.4%
i L

Fapxpim | 19% | 203% | 25% | 220% | 2% | 234% | 2% | 24l%
-#-Good IR|  19.3% | 2% | 225% [T229% | 23% | 22% |

283% | 2.1%




Employer Rate Projections

o
\\_,u
—_——

January 23,2012

Safety
Payroll Growth Assumptions
2010/11 2011/12 2012/13 | -2012/13
County #1 ~10.00% -10.00% 3.25% 3.25%
County #2 -5.00% -5.00% 3.25% 3.25%
County #3 0.00% +5.00% 13.50% 3.25%
CalPERS 3.25% 3.25% 325%|  3.25%|
Projected PERSable Wages
s (£000)
2009/10 2010/11 2011/12 2012/13 2012/13
County #1 | § 265,165 | $238,649 | $214,784 | $221,764 228,972
County #2 265,165 | 251,907 239,312 247,089 255,120
County #3 265,165 | 265,165 278,424 316,011 326,281 |
CalPERS 265,165 | 273,783 282,681 291,868 301,354
“ % Januery 23,2012 47

Employer Rate Projections
Safety

This page intentionally left biank.
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Employer Rate Projections
Safety
Expected Investment Return R

~ Tier 1 Only (Assumes No 2nd Tier) i
JIpcludes POB Proceeds But Not Debt Service

30% f—————- - =

25%

20% -

15% T

10711 /12 l 12/13 || 13/14 14/15 15/16 16/17 17/18

--m-- County Payroll #1 193% | 21.3% 225% | 234% | 24.6% 25.1% | 25.5% | 26.0%
[~ Counly Payroll #2 | 19.3% 21.3% | 22.5% | 23.1% | 24.0% | 244% | 24.8% | 25.2% |
*-4 - County Payroll #3 | 193% 21,3%_'i 225% | 22.9% | 23.1% 23.0% | 23.3% | 23.6% |
—&— CalPERS Payroll (0 Val| 193% | 21.3% ‘ 22.5% | 227% | 23.1% | 23.4% | 23.7% 24.\%
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Employer Rate Projections
Safety
Expected Investment Return

Tier 1+ Tier 2
3wﬂcludes POB Proceeds But Not Debt Service

30%,. v - o — - —————

25% b —— e —— ——— ———

20% ..f..‘%._ = Pea—p— o ——— i —————— o — e, B |

15% ——

ol | w2 | 1213 | 1yid | ens | oasis | o167 | i
[ 9 Couny Payroll ¥ | 193% | 21.3% | 22.5% | 234% | 24.1% | 23.9% | 238%  23.6% |
a--County Payroll #2 | 193% | 21.3% | 22.5% | 23.1% i 234% | 233% | 23.1% | 23.0% |

| - County Payroli #3___ 19.3% | 213% | 22.5% | 229% 22.6% : 220% | 219% | 21.7%

i
e CalPERS Payroll 10 Val | 19.3% | 213% | 22.5% | 22.7% | 2.6% | 22.5% | 222% [ 21.9%

\ELJ_‘J)
[
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Employer Rate Projections
Safety
E’xpected Investment Return

Tier 1 Only (Assumes No 2nd Tier)
35%]ncludes POB Proceeds And Debt Service

30% - - - -

25% +— -
20% = o= ST —_— ———
15%
ol | iz boens | i | tans | asie | olenr | ins
[ - County Payroll #1 205% | 233% | 24.5% | 258% | 27.4% | 27.9% | 28.4% | 28.8%
lowo County Payroll#2 | 215% | 23.3% | 245% | 254% | 26.5% | 269% | 27.3% | 27.7%

205% | 233% | 24.5% | 250% | 253% | 250% | 25.3% | 256%

- @ County Payrolt #3 !
—a— CalPERS Payroll 10 Val | 21.5% | 23.3% | 24.5% | 24.8% | 25.2% | 25.5% § 25.9% | 26.2%
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Employer Rate Projections
Safety

Expected Investment Return
Tier 1 + Tier 2
js‘ylm:lude}s POB Proceeds And Debt Service
9

30% —e e ——— - s ——— et
ool . CETTT R a
P R
25% o A
200/° e — o m—— — -_— t———
[5% - T
10/11 L1/12 12/13 13/14 14/15 15/16 1617 17/18
@ County Payroll AL | 21.5% | 23.3% | 24.5% | 25:8% | 268% | 267% | 26.6% | 26.5%
- County Payroll #2 21.5% | 233% | 24.5% | 254% | 25.9% | 25.8% | 25.1% | 25.5%
. County Payroll #3 | 215% | 23.3% | 24.5% | 25.0% | 24.8% | 240% | 23.8% | 23.7%
—A—CalPERS Payroll 10 Val | 21.5% | 233% | 24.5% | 24.8% | 24.7% | 246% | 24.3% | 24.1% |

January 23, 2012 52




UAL Amortization Period (Number of Years)
Safety

Based on Actuarial Value of Assets
(Investment Return > 6/30/11 Varies)
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UAL Amortization Period (Number of Years)
Safety

Based on Market Value of Assets
(Investment Return > 6/30/11 Varies)
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Contribution Policy

W Consider policy implications of not increasing CalPERS contributions:

'® UAL not being paid off
® Generational shift of Unfunded Liability

B Similar to minimum payment on credit card balance

January 23, 2012

Contribution Policy

B Consider one of the following:
I ® Adjust contribution to get rate

modification ,
O Requires changing amortization period each year

O Asking CalPERS to use “Fresh Start”
O Higher rates 2011/12 and beyond

® Use one time money to buy down the UAL
[0 Requires discussing with CalPERS before sending money

close to rate prior to asset smoothing

Janusry 23,2012




POB (Millions) _
Bond Proceeds Balance

Safety Misc. Total
B POB @ 2/16/05 $85.7 $311.2  $396.9
M Earnings to 6/30/05° 3.8 13.8 17.6
B Amortization Payment through 6/30/05 0 0.0. 0.0 0.0
B Balance @ 6/30/05 89.5 325.0 414.5
W Earnings to 2/15/06° 6.5 23.7 30.3
B Amortization Payment through 2/15/06' (34) (12.2) (15.6)
B Balance @ 2/15/06 92.7 3365 429.2
W Earnings 2/16 - 6/30/06° $ 40 $ 145 $ 18.5
B Amortization payment through 6/30/06 [ 2.0) (1.3) (9.3)
B Balance @ 6/30/06 94,7 3437 438.4

? E;timated based on CalPERS market value returns: 12.2% for 04/05, 11.9% for 05/06, 18.8% for 06/07, -5.1% for
07/08, -24.0% for 2008/09, 13.3% for 2009/10, 20.7% for 2010/L1, and an estimated 2.3% for 2011/12,
19 Based on a rolling 30-year amortization except CalPERS 6/30/04 reports show no reduction in 04/03 contribution
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POB (Millions)
Bond Proceeds Balance

‘ Safety Misc,
B Balance @ 6/30/06 94,7 343.7
W Earnings 7/1/06 - 2/15/07° 10.8 39.1
W Amortization payment through 2/15/07" (3.6) _(12.9)
B Balance @ 2/15/07 101.9 369.9
m  TBarnings 2/16 - 6/30/07° 6.8 24,7
B Amortization payment through 6/30/07'° (2.3) (8.3)
B Balance @ 6/30/07 106.4  386.3
B Earnings 7/1/07- 2/15/08> " 34) (24
B Amortization payment through 2/15/08'° (4.0) _(14.5)
B Balance @ 2/15/08 99.0 359.4
W Earnings 2/16 - 6/30/08’ (1.9) (7.0
W Amortization payment through 6/30/08"° (2.2) (8.1)
B Balance @ 6/30/08 94.8 344.3

Total
438.4
499

(16.5)
471.8
31.5

(10.6)
492.7
(15.9)

(18.5)
458.4
(8.9)

(10.3)
439.1

""" February 4, 2008 discussion outline showed $37.1 estitmated earnings. Adjusted because CalPERS does not credit

eamings except at fiscal year end (June 30).
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POB (Milli
Bond Proceeds

Balance @ 6/30/08
Earnings 7/1/08- 2/15/09”
Amortization payment through 2/15/09'°
Balance @ 2/15/09

Earnings 2/16 - 6/30/09°

Amortization payment through 6/30/09'
Balance @ 6/30/09

Earnings 7/1/09- 2/15/10>

Amortization payment through 2/15/1 0'°
Balance @ 2/15/10

Earnings 2/16 - 6/30/10°

Amortization payment through 6/30/09'°
Balance @ 6/30/10

Earnings 7/1/10- 2/15/11%
Amortization payment through 2/15/1

Balance @ 2/15/11

110
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POB (Milli
Bond Proceeds

Earnings 2/16 - 6/30/11°

Amortization payment through 6/30/10"°
Balance @ 6/30/11

Earnings 7/1/11- 2/15/12%

Amortization payment through 2/15/12"

Balance @ 2/15/12

January 23, 2012 60

ons)
Balance
Safety Misc,
94.8 344.3
(14.9) (54.3)
(3.6) (12.9)
76.3 277.1
(7.5) 27.1)
1.7 (6:2)
67.1 243.8
5.5 19.8
(2.5) 0.1
70.1 254.4
34 12.2
71.9 260.9
9.0 32.6
2.7 9.8)
78.1 - 283.6
ons)
Balance
Safety Misc.
7 24
(2.9) (10.6)
75.9 2754
1.1 3.9
(2.8) (10.3)
74.1 269.




POB (Millions)
Bond Proceeds Balance

Payments

Principal Interest Total Balance
m 2/17/05 n/a n/a nfa  $400.0
W 8/15/05 n/a 9.4 9.4 400.0
B 2/15/06 3.2 9.5 12.7 396.8
W 8/15/06 n/a 9.5 9.5 396.8
m 2/15/07 4.0 9.5 13.4 392.9
m 8/15/07 n/a 9.4 9.4 392.9
m 2/15/08 4.9 9.4 14.3 388.0
W 8/15/08 na 9.3 9.3 388.0
m 2/15/09 5.9 9.3 15.2 382.1
m 8/15/09 wa 92 - 9.2 382.1
N 2/15/10 7.0 9.2 16.2 375.1
m 8/15/10 n/a 9.1 9.1 375.1
" 2/15/11 8.2 91 172 366.9
@ Jonuary 23, 2012 6«1 Tt

POB (Millions)
Bond Proceeds Balance

Payments
Principal Interest ‘Total Principal
| R/15/11 n/a 8.9 - 8.9 366.9
m 2/15/12 9.4 8.9 18.3 357.5

®
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POB (Millions)
Estimated Savings

B Net Estimated Losses through February 12, 2012:
A. CalPERS Estimated Balance $343.1
B. Bond Proceeds Balance 357.5
C. Cash Flow Savings/(Deficit)
[Payments that would have been paid

to CalPERS less POB debt service] (8.7)
D. Net [(A)—(B)+ (C)] (23.1)
B Net Estimated Losses through February 12, 2012:
E. CalPERS Investment Earnings $109.7
F. POB Interest Payments 129.7
. G. Cost of Issuance 3.1

] H. Net [(E) - (F) - (G)] (23.1)

B Above estimates based on market rate of return. Savings (losses) based on
actuarial rate of return would be higher (lower).
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POB (Millions)

Safety
Proj. Proj.
6/30/05  6/30/06  6/30/07  6/30/08  6/30/09  6/30/10 6/30/11" 6/30/12°

(1) AAL $ 1,127 $1,232 $ 1,370 $ 1469 $ 1,643 $ 1,810 $ 1,950 § 2,098
(2) AVA 1,069 1,170 1,291 1414 31t 1,625 1,746 1,872
()  UAAL[()-@) 58 62 79 55 132 185 204 226
(4) Funding Ratio

@yl 94.9%  95.0%  94.2%  963%  92.0%  89.9%  89.5%  89.2%
(5) POB Balance $ 8 % 8 $ 8 $ 8 $ 8 $ 8 § 79 %3 77
(6) NetAVA .

[(2)-G) 983 1,084 1,206 1,330 1,428 1,544 1,667 1,795
(7) Net Funding Ratio

[®71uI 87.2%  88.0%  88.0%  90.5%  86.9%  853%  85.5%  85.5%

"2 /30/11 CalPERS published rate 20.7%.

" Projected 6/30/12 AVA based on modified asset smoothing method and estimated 2011/12 CalPERS investment
return 2,3%, which is based on CalPERS 10/31/1 1 published rate of return of -2,7%, and 7.75% from 11/1/11
through 6/30/12,
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POB (Millions)

Miscellaneous
Proj, Proj.

6/30/05  6/30/06 6/30/07  6/30/08  6/30/09  6/30/10 6/30/11" 6/30/12"
AAL $2472 $2742 $3,029 $3350 $3,790 4,097 §$4432 $ 4,785
AVA 2365 _ 2600 _ 2894 _ 3175 __ 3401 3,662 3943 4224
UAAL [(1) - (2)] 107 142 135 (75 389 435 489 561
Funding Ratio
[yl 95.7%  94.8%  95.5%  94.8% . 89.7%  B89.4%  89.0%  88.3%
POB Balance $ 314 $ 311 $ 308 § 304 $ 300 $ 294§ 288 § 280
Net AVA
-G 2,051 2289 2586 2,871 3,101 3368 3,655 3,944
Net Funding Ratio
[(®)(1)] 83.0%  B3.5%  85.4%  857%  81.8%  822%  825%  82.4%

W 6/30/11 CalPERS published rate 20.7%.

15 Projected 6/30/12 AVA based on modified asset smoothing method and estimated 2011/12 CalPERS investment
return 2.3%, which is based on CalPERS 10/31/11 published rate of return of -2.7%, and 7.75% from 11/1/11
through 6/30/12. 2

1® 6/30/11 CalPERS published rate 20.7%.
N Projected 6/30/12 AV A based on modified asset smoothing method and estimated 2011/12 CalPERS investment
return 2.3%, which is based on CalPERS 10/31/1 1 published rate of return of -2.7%, and 7.75% from 11/1/11

hrough 6/30/12.
B

January 23, 2012
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POB (Millions)
Total . i
Proj. Proj. f
6/30/05  6/30/06  6/30/07  6/30/08  6/30/09  6/30/10 6B/ eB012" |
() AAL $3599 $3974 $439 $4819 §$5433 $5907 $6382 $683 |
(2) AVA 3,434 3,770 4,185 4,589 4912 5,287 5,689 6,096
© (3 UAAL[(1)- )] 165 204 214 230 521 620 693 787
(4) Funding Ratio
(@Y 95.4%  94.9%  95.1%  95.2%  90.4%  89.5%  89.0%  88.6%
(5)  POB Balance $ 400 $ 397 § 393 $ 388 $ 38 § 375 § 367 § 358
(6) NetAVA[(2)-()] 3034 3373 3,792 4,201 4,529 4912 5,322 5.738
(7)  Net Funding Ratio
([(6)/(1)] 84.3%  84.9%  862%  872%  83.4%  832%  83.4%  83.4%
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CalPERS Smoothing Method

6/30/2009:
Market Value
Actuarial Value

6/30/2010:-
Market Value
Actuarial Value:

1. Project @ 7.75%
2. Adjust:[(MV-AV) x (1/15)]

3. Limited by corridor
[Unmodified: 120%,
Modified: 130%]

Actuarial Rate of Return
Ratio of Actuarial Value to Market Value

T January 23,2012 67

Unmodified Modified
100.0% 100.0%
120.0% 137.0%

13.3% 13.3%
113.3% 113.3%
129.3% 147.6%
128.2% 145.3%
128.2% 145.3%

6.9% 6.1%
113.2% 128.2%

CalPERS Smoothing Method

Actuarial Asset Values
® Project Assets forward
® Asset Gain/Losses Recognized

@ Ratio of Actuarial to Market Value
of Assets

Actuarial Asset Methods

® Amortization
o Years

o Factor

® Minimum

@)
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_Unmodified Modified
7.75% 7.75%
15 Years 15 Years
80-120% 60-140%

30 Years 30 Years
6% 6%
Normal Cost Normal Cost
less 30 Year less 30 Year
Amortization  Amortization
of Surplus of Surplus




COUNTY OF RIVERSIDE

RARTEL MISCELLANEOUS AND SAFETY PLANS

ISSOCTATES, LIC

CalPERS Actuarial Issues — 6/30/10 Valuation

Preliminary Results

Presented by John E. Bartel, President

Prepared by Bianca Lin, Assistant Vice President & Actuary

Tina Haugbro, Actuarial Analyst

Bartel Associates, LLC
May 29, 2012

Agenda
Topic
Miscellaneous Plan:
Contribution Rates & Projections
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Employer Rate Projections

Miscellaneous
B Market Value Investment Return:
® June 30,2010 13.3%
® June 30, 2011 21.7%'
® June 30,2012 Poor Investment Ret: =~ 1.4%
Expected Investment Ret: = 3.9%
Good Investment Ret = 6.2%
® June 30,2013 -2015 Poor Investment Ret: = 0.2%-3.4%
Expected Investment Ret: = 7.5%
Good Investment Ret =~ 11.6%-15.1%
B No Other: Gains or Losses, Method or Assumption Changes or Benefit

Improvements
B Excludes Employer Paid Member Contributions (EPMC)
B Impact of 0.25% reduction in price inflation assumption
® Assuming phase in over two years
® 2013/14 0.7%
® 2014/15+ 1.4%

! Asreported by CalPERS.
2 Based on CalPERS actual return 1.3% through 2/29/12 and various returns for the remaining 4 months.

g
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Employer Rate Projections
Miscellaneous
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Employer Rate Projections
Miscellaneous

Payroll Growth Assumptions

2010/11 [2011/12 [2012/13 [2013/14 [2014/15
County #4° | -7.31% | +1.12% | 2.23%| 4.81%| 6.41%
2015/16 |2016/17 |2017/18
County #4 | 6.56% [3.00% |3.00%
Projected PERSable Wages
(*000)
2009/10 | 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15
County #4 | $854,932| $792,479| $801,358| $819,474| $858,890| $913,932
2015/16 | 2016/17 | 2017/18
County #4 $1,003,11 | $1,033,21
$973.899 |6 0

3

l\
| May 29, 2012

25%

20%

15%

10%

Based on County provided budget costs/savings dated 5/29/12.

3

Employer Rate Projections
Miscellaneous

Investment Return Varies
Miscellaneous Plan Tier 1 Only (Assumes No 2nd Tier)

Includes POB Proceeds But Not Debt Service

10/11

11/12

12/13

13/14 14/15 15/16

16/17

17/18

—#-County Paryoll #4 - Poor IR

12.2%

13.1%

13.5%

14.7% | 158% | 17.2%

18.8%

20.0%

——County Paryoll #4 - Exp IR

12.2%

13.1%

13.5%

14.7% | 15.8% | 16.0%

16.2%

16.3%

—i—County Paryoll #4 - Good IR

12.2%

13.1%

13.5%

14.7% | 15.7% | 15.8%

15.7%

15.3%

I'}
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Employer Rate Projections

Safety
B Market Value Investment Return:
® June 30,2010 13.3%
® June 30,2011 21.7%"
® June 30,2012° Poor Investment Ret: =~ 1.4%
Expected Investment Ret: = 3.9%
Good Investment Ret = 6.2%
® June 30, 2013 - 2015 Poor Investment Ret: ~ 0.2%-3.4%
Expected Investment Ret: = 1.5%
Good Investment Ret = 11.6%-15.1%
B No Other: Gains or Losses, Method or Assumption Changes or Benefit

Improvements
B Excludes Employer Paid Member Contributions (EPMC)
B Impact of 0.25% reduction in price inflation assumption
@ Assuming phase in over two years
® 2013/14 1.1%
® 2014/15+ 2.3%

?  As reported by CalPERS.
> Based on CalPERS actual return 1.3% through 2/29/12 and various retutns for the remaining 4 months.

g o
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Employer Rate Projections
Safety
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Employer Rate Projections

Safety
Payroll Growth Assumptions
2010/11 2011/12 2012/13 2013/14 2014/15
County #4° -1.13% -0.43% 3.78% 8.13% 5.16%
2015/16 2016/17 2017/18
County #4 5.33% 3.00% 3.00%
Projected PERSable Wages
(*000)
2009/10 | 2010/11 | 2011/12 | 2012/13 | 2013/14 2014/15
County #4 | $265,165| $262,176| $261,044| $270,912| $292,934 $308,062
2015/16 | 2016/17 | 2017/18
County #4 | $324,473| $334,207| $344,234

b Based on County provided budget costs/savings dated 5/29/12

q
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Employer Rate Projections
Safety

Investment Return Varies
Safety Plan Tier 1 Only (Assumes No 2nd Tier)
Includes POB Proceeds But Not Debt Service

35%

30%

25%

el

[l

20%

15%

9,
10% 15/16

27.6%
25.9%
25.6%

16/17
29.5%
25.9%
25.2%

17/18
31.1%
26.0%
24.8%

12/13
22.5%
22.5%
22.5%

13/14
24.0%
24.0%
24.0%

14/15
25.8%
25.7%
25.6%

11/12
21.3%
21.3%
21.3%

10/11

19.3%
19.3%
19.3%

—#-County Payroll #4 - Poor IR
——County Payroll #4 - Exp IR
—&—County Payroll #4 - Good IR

3
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Employer Rate Projections

Miscellaneous
M Market Value Investment Return:
® June 30,2010 13.3%
® June 30,2011 21.7%!
® June 30,2012 Expected Investment Ret: 3.9%

® June 30, 2013 -2015 Expected Investment Ret: = 1.5%
M No Other: Gains or Losses, Method or Assumption Changes or Benefit
Improvements

B Excludes Employer Paid Member Contributions (EPMC)
B Impact of 0.25% reduction in price inflation assumption
® Assuming phase in over two years
® 2013/14 0.7%
® 2014/15+ 1.4%
B 2" Tier 2%@ 60 effective 10/1/2011

' As reported by CalPERS,
2 Based on CalPERS actual return 1.3% through 2/29/12 and various returns for the remaining 4 months.

D
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Employer Rate Projections
Miscellaneous
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Employer Rate Projections

Miscellaneous

Payroll Growth Assumptions

B Based on County provided budget costs/savings dated 5/29/12.

[3
‘ June 5, 2012

4

2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15
County #1 [ -10.00% | -10.00% 3.00%| 3.00%| 3.00%
County #2 [ -5.00% | -5.00% 3.00%| 3.00%| 3.00%
County #3 0.00% | +5.00% | 13.50%| 3.00% 3.00%
County #43 | -7.31% | +1.12% 2.23%| 4.81% 6.41%
CalPERS 3.25% 3.00% 3.00%| 3.00% 3.00%
2015/16 | 2016/17 | 2017/18
County #1 | 3.00% 3.00% 3.00%
County #2 | 3.00% 3.00% 3.00%
County #3 | 3.00% 3.00% 3.00%
County #4 | 6.56% 3.00% 3.00%
CalPERS 3.00% 3.00% 3.00%
) Based on County provided budget costs/savings dated 5/29/12.
7 | June 5, 2012 3
Employer Rate Projections
Miscellaneous
Projected PERSable Wages
(*000)
2009/10 | 2010/11 | 2011/12 2012/13 2013/14 2014/15
County #1 $854,932| $769.,439| $692,495| $713,270| $734,668| $756,708
County #2 854,932| 812,186 771,576 794,724 818,565 843,122
County #3 854,932 854,932 897,679 1,018,865| 1,049,431 1,080,914
County #4* 854,932 792,479 801,358 819,474 858.890 913,932
CalPERS 854,932 882,717 909,199 936,475 964,569 993,506
2015/16 | 2016/17 | 2017/18
County #1 $779,409| $802,792| $826.875
County #2 868,416| 894,468 921,302
County #3 1,113,342 | 1,146,742| 1,181,144
County #4 973,899(1,003,116 | 1,033,210
CalPERS 1,023,311 1,054,011 | 1,085,631




Employer Rate Projections
Miscellaneous
Expected Investment Return (7.5%)

Miscellaneous Plan Tier 1 Only (Assumes No 2nd Tier)
Includes POB Proceeds But Not Debt Service

25%

20%

15%

10%
10/11 11/12 12/13 13/14 14/15 15/16 16/17 17/18
--#--County Payroll #1 12.2% | 13.1% | 13.5% | 14.8% | 16.4% | 16.7% | 17.0% | 17.2%
—&--County Payroll #2 122% | 13.1% | 13.5% | 14.6% | 15.9% | 16.2% | 16.4% | 16.6%
County Payroll #3 122% | 13.1% | 13.5% | 14.4% | 153% | 15.2% | 154% | 15.5%
--4---County Payroll #4 122% | 13.1% | 13.5% | 14.7% | 15.8% | 16.0% | 16.2% | 16.3%
—&— CalPERS Payroll 10 Val| 12.2% | 13.1% | 13.5% | 14.3% | 15.3% | 15.5% | 15.7% | 15.9%

[3
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Employer Rate Projections
Miscellaneous
Expected Investment Return (7.5%)

Miscellaneous Plan Tier 1 Only (Assumes No 2nd Tier)
Includes POB Proceeds But Not Debt Service

$200.000 {$0003) |

$180,000

$160,000

140,000

£120.000 +

5100.000

$80.000

$60,000

$40,000

$20.000

$0
W | iz | 12013 | 1304 | 1aas | 1sne | 1617 | 1118
—=—County Payroll #1 112,690 | 113.510 | 109,860 | 115,950 | 121,910 | 127,750 | 133,700 | 139,780
« County Payroll 2 112,690 | 113,510 | 115,110 | 121,087 | 131,770 | 137,870 | 141,130 | 150,520
- CounlyPayrollUJ 112,690 | 113,510 ] 129,570 | 136,290 | 154,770 | 165,750 | 172,830 | 140,080
"0"(Tmm!yl'ayr0I|#4 112,690 | 113,510 | 116,710 | 124,280 | 138,370 | 146.970 | 154.140 | 162,000
—A— CalPERS Payroll 10 Val| 112,690 | 113,510 | 124,250 | 129,910 | 118,880 | 155,500 | 162,280 | 169.210

e 10/11 is shown the same as CalPERS reports, without lump sum prepayment.
11/12 is based on actual contribution through 5/17/2012 and projected contribution for the last 3 pay period.

" Prepayment percentage is assumed the same as in the 11/12 (52.2%).

13
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Employer Rate Projections
Miscellaneous

Expected Investment Return (7.5%)
Miscellaneous Plan Tier 1 and Tier 2
Includes POB But Not Debt Service

25% =
20%
-
15% — r + .
10%
111 | 12 [ 1213 | 1314 | 14ns | 1506 | 1617 [ 1748
—#--County Payroll #1 12.2% | 13.1% | 13.5% | 14.8% | 162% | 163% | 164% | 16.5%
-+ County Payroll #2 12.2% | 13.1% | 13.5% | 14.6% | 15.7% | 15.8% | 159% | 15.9%
County Payroll #3 12.2% | 13.1% | 13.5% | 14.4% | 15.1% | 14.8% | 14.8% | 14.8%
-+~ County Payroll #4 12.2% | 13.1% | 13.5% | 14.7% | 156% | 15.6% | 156% | 15.5%
—&—CalPERS Payroll 10 Val| 12.2% | 13.1% | 13.5% | 143% | 15.1% | 15.1% | 15.1% | 15.2%
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Employer Rate Projections
Miscellaneous

Expected Investment Return (7.5%)
Miscellaneous Plan "Uler 1 and lier 2
Includes POB But Nat Debt Service

$250,000 - (50005)

$200,000

€140,000

$100.000

$50.000

0
o1 | nnz | 1203 | 13aa | 1aas | 1516 | ten7 | 1718
= Couty Payroll 1 112,690 | 113,510 | 109,360 | 115,950 | 120,460 | 124,750 | 129.290 | 133.900
+ County Payroll 42 112.690 | 113.510 | 115.110 | 121,087 | 130.110 | 134,510 | 139.210 | 143.970
= County Payroll #3 112,690 | 113,510 | 129,570 | 136.290 | 132.710 | 161.460 | 166.530 | 171,650
o= County Payroll £1 112,690 | 113,810 | 116,710 | 124.280 | 136,600 | 142,380 | 148.800 | 154,790
—a— Cal'ERS Payroll 10 Val| 112,690 | 113,510 | 124.250 | 129,910 | 116,930 | 151,560 | 156,190 | 161,500

! 10/11 is shown the same as CalPERS reports, without lump sum prepayment.
11/12 is based on actual contribution through 5/17/2012 and projected contribution for the last 3 pay period.
Prepayment percentage is assumed the same as in the 11/12 (52.2%).

)
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Employer Rate Projections
Miscellaneous

Expected Investment Return (7.5%)
‘Tier 1 Only (Assumes No 2nd 'Lier)
Includes POB Proceeds And Debt Service

25% =

30%

15%

10%
10/11 11/12 12/13 13/14 11/15 15/16 16/17 17/18
= County Payroll #1 14.4% | 15.4% | 15.8% | 17.6% | 19.6% | 199% | 20.2% | 20.5%
«— County Payroll #2 14.4% | 15.4% | 158% | 17.2% | 18.7% | 19.0% | 19.3% | 19.6%
=~ - County Payroll #3 14.4% | 15.4% 15.8% | 16.9% | 17.7% | 17.4% | 17.6% | 17.8%
County Payroll #4 14.4% | 15.4% | 158% | 17.4% | 18.5% | IB.R% | 18.9% | 18.9%
—a— CalPERS Payroll 10 Val| 14.4% | 15.4% | 158% | 16.7% | 17.7% | 17.9% | 18.1% | I8.4%

a ©
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Employer Rate Projections
Miscellaneous

Expected Investment Return (7.5%)
Tier 1 Only (Assumes No 2nd Tier)
Includes POB Proceeds And Debt Service

$250,000 1 —(S000s)

$200,000

$150.000

$100.000

$50,000

$0
YO/TL | L2 | 12413 | 1314 | 1415 | 156 | 1617 | 1748
“& County Payroll #1 112,690 | 113,510 | 117.840 | 125.500 | 145.320 | 152.100 | 159.040 | 166.140
- County Payroll #2 112.690 | 113,810 | 124.010 | 131,168 | 185,150 | 162,220 | 169,470 | 176,880
= County Payroll #3 112.690 | 113,510 | 140,980 | 148.567 | 179.300 | 190.090 | 198.170 | 206.450
- - County Payroll 4 112,690 | 113,510 | 125,880 | 135,120 | 162,240 | 172.350 | 180,330 | 188,820
—a— CalPERS Payroll 10 Val| 112,690 | 113.310 | 134,740 | 140,810 | 172,260 | 179.840 | 187.620 | 195.580

& 10/11 is shown the same as CalPERS reports, without lump sum prepayment.
11/12 is based on actual contribution through 5/17/2012 and projected contribution for the last 3 pay period.
Prepayment percentage is assumed the same as in the 11/12 (52.2%).

g
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Employer Rate Projections
Miscellaneous

Expected Investment Return (7.5%)
Tier 1 + Tier 2
Includes POB Proceeds And Debt Service

25% - —

20%

15%

10%
10/11 11/12 12/13 13/14 14/15 15/16 16/17 17/18
—#--County Payroll #1 144% | 154% | 158% | 17.6% | 19.4% | 19.5% | 19.6% | 19.7%
i County Payroll #2 14.4% | 154% | 158% | 17.2% | 18.5% | 18.6% | 18.7% | 18.8%
County Payroll #3 144% | 154% | 158% | 16.9% | 17.5% | 17.0% | 17.0% | 17.1%
--+-- County Payroll #4 14.4% | 154% | 158% | 17.4% | 18.3% | 18.4% | 18.4% | 18.2%
—a— CalPERS Payroll 10 Val| 14.4% | 15.4% | 15.8% | 16.7% | 17.5% | 17.5% | 17.6% | 17.6%

|"=|

June 5, 2012 11 O

Employer Rate Projections
Miscellaneous
Expected Investment Return (7.5%)

Tier 1 + Tier 2
Includes POB Proceeds And Debt Service

$250,000 (3000s)

$200,000

$150,000

$100.000

$50,000

0
10 | a2 | 123 | 1304 | 1ais | asne | 1en7 | 1ns
#— County Payroll #1 112,690 | 113,510 | 117,840 | 125,500 | 143,830 | 149,100 | 154.620 | 160.270
» - County Payroll #2 112,690 | 113.510 | 124.010 | 131168 | 153.490 | 158.880 | 164.560 | 170.350
= Couty Payroll #3 112,690 | 113,510 | 140,980 | 148,867 | 177.260 | 183,810 | 191,870 | 198.070
<&~ County Payroll #4 112,690 | 113,510 | 125,880 | 135,120 | 160.470 | 168,760 | 174,990 | 181,610
—&— CalPERS Payroll 10 Val| 112.690 | 113.510 | 134.740 | 140.840 | 170,310 | 175,910 | 181.830 | 187.880

* 10/11 is shown the same as CalPERS reports, without lump sum prepayment.
11/12 is based on actual contribution through 5/17/2012 and projected contribution for the last 3 pay period.
Prepayment percentage is assumed the same as in the 11/12 (52.2%).

Q
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Employer Rate Projections

Safety
B Market Value Investment Return:
® June 30,2010 13.3%
® June 30,2011 21.7%’
® June 30,2012° Expected Investment Ret: = 3.9%
® June 30, 2013 - 2015 Expected Investment Ret: = 15%

B No Other: Gains or Losses, Method or Assumption Changes or Benefit
Improvements

B Excludes Employer Paid Member Contributions (EPMC)
B Impact of 0.25% reduction in price inflation assumption
® Assuming phase in over two years
® 2013/14 1.1%
® 2014/15+ 2.3%
B 2" Tier 2%@ 50 effective 10/1/2011

5 As reported by CalPERS.

¢ Based on CalPERS actual return 1.3% through 2/29/12 and various returns for the remaining 4 months.

Q
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Employer Rate Projections
Safety
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Employer Rate Projections

Safety
Payroll Growth Assumptions
2010/11 2011/12 2012/13 2013/14 2014/15
County #1 -10.00% -10.00% 3.00% 3.00% 3.00%
County #2 -5.00% -5.00% 3.00% 3.00% 3.00%
County #3 0.00% +5.00% 13.50% 3.00% 3.00%
County #4' -1.13% -0.43% 3.78% 8.13% 5.16%
CalPERS 3.25% 3.00% 3.00% 3.00% 3.00%
2015/16 2016/17 2017/18
County #1 3.00% 3.00% 3.00%
County #2 3.00% 3.00% 3.00%
County #3 3.00% 3.00% 3.00%
County #4 5.33% 3.00% 3.00%
CalPERS 3.00% 3.00% 3.00%
7 Based on County provided budget costs/savings dated 5/29/12
‘I\
m June 5, 2012 15
Employer Rate Projections
Safety
Projected PERSable Wages
(000)
2009/10 | 2010/11 | 2011/12 2012/13 2013/14 2014/15
County #1 $265,165| $238,649| $214,784| $221,227| $227.864| $ 234,700
County #2 265,165| 251,907 239,312 247,089 253,886 261,502
County #3 265,165| 265,165 278,424 316,011 325,491 335,256
County #4° 265,165 262,176 261,044 270,912 | 292,934 308,062
CalPERS 265,165 273,783 281,997 290,457 299,170 308,145
2015/16 | 2016/17 | 2017/18
County #1 $241,741| $248,993| $256,463
County #2 269,348 277,428 285,751
County #3 345,314 355,673 366,343
County #4 324,473 334,207 344,234
CalPERS 317,390 326,912 336,719

¥ Based on County provided budget costs/savings dated 5/29/12

@
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Employer Rate Projections
Safety

Expected Investment Return (7.5%0)
Safety Plan Tier 1 Only (Assumes No 2nd Tier)
Includes POB Proceeds But Not Debt Service

35% 7

30%

25%

20%

15%

10%
10/11 11/12 12/13 13/14 14/15 15/16 16/17 17/18
—#-County Payroll #1 19.3% | 21.3% | 22.5% | 24.5% | 26.8% | 27.2% | 27.5% | 27.8%
--i—County Payroll #2 19.3% | 21.3% | 22.5% | 24.2% | 26.2% | 26.5% | 26.8% | 27.1%
County Payroll #3 19.3% | 21.3% | 22.5% | 23.9% | 25.4% | 25.1% | 25.4% | 25.6%
--#--County Payroll #4 19.3% | 21.3% | 22.5% | 24.0% | 25.7% | 25.9% | 25.9% | 26.0%
—&— CalPERS Payroll 10 Val| 19.3% | 21.3% | 22.5% | 23.8% | 25.3% | 25.6% | 25.8% | 26.1%

Q ©
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Employer Rate Projections
Safety

Expected Investment Return (7.5%)
Safety Plan Tier 1 Only (Assumes No 2nd Tier)
Includes POB P'roceeds But Not Debt Service

$125.000 7 (50005)

$100,000

$75,000

$50.000

$25,000

$0
Wi | iz | 12n3 | 134 | 1as | isne | 1en7 | 1ins
=~ County Payroll #1 51,240 | $9.290 | 55,930 | 59.200 | 61,910 | 61.610 | 67.100 | 70.220
o~ Conuty Payroll #2 54.240 | 59.290 | $8.970 | 62.240 | 67.310 | 70.170 | 73.100 | 76.090
"+ County Payroll #3 51.210 | $9.290 | 67.350 | 71.100 | 80.100 | 85,190 | 88.770 | 92.240
-~ County Payroll #1 51,210 | 59,290 | 61,920 | 67,000 | 75190 | 79.110 | 83,560 | 87.280
—&— CalPERS Payroll 10 Val| 54,240 | $9.200 | 64.270 | 67.470 | 76.650 | 79.600 | 83.010 | 86.310

& 10/11 is shown the same as CalPERS reports, without lump sum prepayment.
11/12 is based on actual contribution through 5/17/2012 and projected contribution for the last 3 pay period.
Prepayment percentage is assumed the same as in the 11/12 (46.3%).

@
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Employer Rate Projections
Safety
Expected Investment Return (7.5%)

Safety Plan Tier 1 and Tier 2
Includes POB Proceeds But Not Debt Service

35% — =
30%
. J
—_—
25% .
20%
15%
10%
10/11 1112 12/13 13/14 14/15 15/16 16/17 17/18
--#-County Payroll #1 19.3% 21.3% 22.5% 24.5% 26.6% | 26.7% 26.8% 26.9%
—&—County Payroll #2 19.3% 21.3% 22.5% 24.2% 259% | 26.0% | 26.1% | 26.2%
County Payroll #3 19.3% 21.3% | 22.5% 23.9% 25.1% | 24.6% | 24.7% | 24.7%
--4--County Payroll #4 19.3% 21.3% 22.5% 24.0% 254% | 254% | 25.2% | 25.1%
—4— CalPERS Payroll 10 Val| 19.3% 21.3% 22.5% 23.8% 25.1% | 25.1% 25.1% | 25.1%
[ June 5, 2012 19 .l
Employer Rate Projections
Safety
Expected Investment Return (7.5%)
Safety Plan Tier | and Tier 2
Includes POB Proceeds But Not Debt Service
$125.000 (5000y)
$100,000
575,000
$50,000
$25.000

*

@

80 1011 11712 12/13 13/14 14/15 15/16 16/17 17/18

& County Payroll #1 54.240 | 62,140 | 55,930 | 59,200 | 61,350 | 63,160 | 65,660 | 67,910
=~ County Payroll #2 54,240 | 62,140 | 38,970 | 62,290 | 66,650 | 68,850 | 71,160 | 73,520

+ County Payroll #3 54,240 | 62,140 | 67,350 | 71,100 | 79,290 | 83,710 | 86,290 | 88,930
=-*--County Payroll #4 54,240 | 62,140 | 61,920 | 67,000 | 74,450 | 77,910 | 81,270 | 84,210
—aA— CalPERS Payroll 10 Val| 51,210 | 62.110 | 61,270 | 67.470 | 75.960 | 78.310 | 80,660 | 83,080

10/11 is shown the same as CalPERS reports, without lump sum prepayment.
11/12 is based on actual contribution through 5/17/2012 and projected contribution for the last 3 pay period.
Prepayment percentage is assumed the same as in the 11/12 (46.3%).

June 5, 2012
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Employer Rate Projections
Safety

Fxpected Investment Return (7.5%)

Tier 1 Only (Assumes No 2nd Tier)

Includes POB Proceeds And Debt Service

35% 17—
30%
25%
20%
15%
10%
10/11 11/12 12/13 13/14 14/15 15/16 16/17 17/18
—&-- County Payroll #1 21.5% 23.3% 24.5% 26.9% 29.6% 30.0% 30.4% 30.7%
- County Payroll #2 21.5% 23.3% 24.5% 26.5% 28.7% 29.0% 29.4% 29.7%
County Payroll #3 21.5% 23.3% 24.5% | 26.1% | 27.5% | 27.1% | 27.4% | 27.6%
--+-- County Payroll #4 21.5% 23.3% 24.5% | 26.2% | 28.0% | 28.2% | 28.1% | 28.2%
—&— CalPERS Payroll 10 Val| 21.5% | 23.3% 24.5% 259% | 27.4% | 27.7% | 28.0% | 28.3%
™
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Employer Rate Projections
Safety
Expected Investment Return (7.5%)
Tier 1 Only (Assumes No 2nd Tler)
Includes POB Pruceeds And Debt Service
$125.000 1 -(50005)
$100,000
$75,000 - .
$50,000
§24,000
s0
1011 | 1tz [ oa2as | s | s | asne | 1enr | 1918
-@- County Payroll #1 54,240 | 62,140 | 58,400 | 62,150 | 68,390 | 71,360 [ 74.400 | 77.500
s County Payroll #2 54.240 | 62.140 | 61,730 | 65.360 | 73,760 | 76,890 | 80.100 | 83.380
« County Payroll #3 51.240 | 62,140 | 70.880 | 71900 | 86,910 | 92,120 | 95,770 | 99.520
-+ &= County Payroll #4 $4.240 | 62,140 | 64,940 | 70,460 | 81,930 | 86,510 | 90,720 | 94,640
—a— CalPERS Payroll 10 Val| 34.240 | 62,140 | 67.520 | 70.850 | 83.110 | 86,510 | 90.010 | 93.590

*

10/11 is shown the same as CalPERS reports, without lump sum prepayment.

11/12 is based on actual contribution through 5/17/2012 and projected contribution for the last 3 pay period.

Prepayment percentage is assumed the same as in the 11/12 (46.3%).

~ June 5, 2012
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Employer Rate Projections

Safety
Expected Investment Return (7.5%)
Tier 1 + Tier 2
Includes POB Proceeds And Debt Service
35% 77— —
30%
25%
20%
15%
10%
1011 | 112 | 1213 | 13/14 | 1445 | 1516 | 1617 | 1718
—B--County Payroll #1 21.5% | 23.3% | 24.5% | 26.9% | 29.4% | 29.5% | 29.7% | 29.8%
—aCounty Payroll #2 21.5% | 23.3% | 24.5% | 26.5% | 28.4% | 28.5% | 28.6% | 28.7%
County Payroll #3 21.5% | 23.3% | 24.5% | 26.1% | 27.3% | 26.6% | 26.7% | 26.7%
--+--County Payroll #4 21.5% | 23.3% | 24.5% | 262% | 27.7% | 27.71% | 27.4% | 27.3%
—a— CalPERS Payroll 10 Val| 21.5% | 23.3% | 24.5% | 25.9% | 27.2% | 27.2% | 27.3% | 27.3%
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Employer Rate Projections
Safety
Expected Investment Return (7.5%)
Tier 1 + Tler 2
Includes POB Proceeds And Debt Service
$125,000 (S0008)
$100,000
$75.000 —— B
$50.000
$25,000
50
100 | unz [ 23 [ na | owns | oasne | 1enr [ 1s
& Counlyl’aymllﬂl 54,240 | 62,1490 | 58,400 | 62,150 | 67,800 70,180 72,660 75,190
« County Payroll #2 54.240 | 62.110 | 61.730 | 65360 | 73.110 | 75.570 | 78.160 | s0.800
» County Payroll #3 54,240 | 62.140 | 70.880 | 74.900 | 86.110 | 90430 | 93.290 | 96,220
--#- County Payroll #4 54,240 | 62.140 | 64.940 | 70.460 | 81.190 | 84.950 | 88.430 | 91.570
—4— CalPERS Payroll 10 Val| 34.240 | 62,140 | 67.520 | 70.850 | 82.410 | 85.060 | 87.650 | 90,360

10/11 is shown the same as CalPERS reports, without lump sum prepayment.

11/12 is based on actual contribution through 5/17/2012 and projected contribution for the last 3 pay period.
Prepayment percentage is assumed the same as in the 11/12 (46.3%).
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