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Inre:
CITY OF STOCKTON, CALIFORNIA,
Debtor.

EXHIBITS A — G IN SUPPORT OF “NATIONAL PUBLIC FINANCE
GUARANTEE CORPORATION’S OBJECTION TO THE CITY OF
STOCKTON’S QUALIFICATIONS UNDER SECTION 109(C)”

SF:338121.1

Page 1 of 159

FILED
August 08, 2012

CLERK, U.S. BANKRUPTCY COURT
EASTERN DISTRICT OF CALIFORNIA

0004380709

Case No. 12-32118
D.C. No. OHS-1
Chapter 9

Date: August 23, 2012 (Status

Conference
Time: 10:00 a.m.
Dept: Courtroom 35

Judge: Hon. Christopher M. Klein
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Contidential
* Subject to Material Change -~ For Internal Discussion Purposes Only **

Stockton AB 506 FY 2012-13 Debt Service:

. B . 1
Baseline Expenditures vs Requested Ask Concessions' )

£Y2012-13 Debt Service / Total Lixpenditures EY2012-13 Debt Service Ask / Total Ask

2009 LRBs - Pub Facil Bonds/CIP $1,082,190.5 2009 LRBs - Pub Facil Bonds/CIP $1,082,190.5
2006 I.RBs - Parking (SEB) 794,097.1 2004 & 2006 I.RBs - All Parking 794,097.1 ©
DBW-Debt - Marina 834,701.0 DBW-Debt - Matina 684,701.0
2007 VRDLRB - 400 E.Main 2,580,722.8 2007 VRDLRB - 400 E.Main 2,672,343.8
Debt - Redevelopment 2,224889.0 ¢ 2003 RDA Housing 318,797.5
Pension - Bonds 5,791,009.0 ® 2007 - POBs 5,791,009.0
Debt - Other/Admin 250,000.0

Total Debt Service Expense $13,557,609.3 Total Debt Service Ask $11,343,138.8
Expenditures §177,540,351.9

Total Fiscal Stability Adds 3,179,016.0

Total General Fund Baseline Expenditures $180,719,367.9 Total AB 506 Ask Concessions $25,817,505.0 ©
e £ R T

(1) Source: city of Stockton Ask dated May 7th, 2012; all terms as defined in the Ask.

(2) Ask, page 66, except where noted.

(3) Excludes $312,500 of Matina Tower Settlement expense (Ask, page 67).

@ Ask, page 65.

(5) Ask, page 67, except where noted.

(6) Ask, pages 66 and 762-767. Includes $794,097 of concessions proposed for 2006 LRBs but not listed on Ask page 67; represents General Fund share of debt service obligation only.
(7) Includes §794,097 of concessions proposed for 2006 LRBs but not listed on Ask page 67.

“ MILLER BUCKFIRE 4 of 159
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CalPERS — Facts at a Glance (July 2012)
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400 C Street, Sacramento, C

W .(ﬁili}lﬁﬁ}“ﬁ.(ﬁ&k.,gi)”&

FACTS AT A GLANCE

July 2012

3991 phone - (916) 795-3507 fax

California Public Employees’ Retirement System
External Affairs Branch - Office of Public Affairs

Facts at a Glance is a monthly compilation of information of interest to Board Members, staff, and the general public.
Information is current as of June 30, 2012, unless otherwise noted. Every effort has been made to verify the accuracy

of the information, which is intended for general use only.

INCOME TOTALS OVER THE PAST 10 FISCAL YEARS

YeAR CONTRIBUTIONS CONTRIBUTIONS " OTHER NCOME
2010-2011 $3,600,089,338 $7,465,397,498 $43,907,435,683
2009-2010 $3,378,866,892 $6,955,049,078 $25,577,529,796
2008-09 $3,882,355,341 $6,912,376,563 -$57,363,897,989
2007-08 $3,512,074,936 $7,242,802,001 -$12,492,908,035
2006-07 $3,262,699,076 $6,442,383,868 $40,757,380,692
2005-06 $3,080,878,521 $6,095,029,424 $22,041,265,666
2004-05 $3,176,780,369 $5,774,120,281 $21,894,201,526
2003-04 $2,266,445,429 $4,261,347,422 $24,272,573,281
2002-03 $1,887,925,497 $1,925,043,858 $5,482,731,568
2001-02 $2,154,742,532 $800,964,553 -$9,699,792,798

NUMBER OF EMPLOYEES (AS OF JULY 1, 2011)
2,366

TOTAL CALPERS ADMINISTRATIVE EXPENSES

2007-08 (actual) $530,550,190
2008-09 (actual) $566,913,372
2009-10 (actual) $427,149,512
2010-11 (actual) $306,379,733
2011-12 (budgeted) $334,196,000
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BOARD OF ADMINISTRATION
CalPERS is governed by a 13-member Board of Administration. Visit CalPERS On-Line for Board
structure, composition and responsibilities.

CALIFORNIA EMPLOYERS' RETIREE BENEFIT TRUST FUND

The California Employers’ Retiree Benefit Trust Fund was established by CalPERS in March 2007 to
provide California public agencies with a cost-efficient, professionally managed investment vehicle for
prefunding other post-employment benefits (OPEB) such as retiree health benefits. Prefunding
reduces an agency’s long-term OPEB liability. Participating agencies can use investment earnings to
pay future OPEB liabilities, similar to the CalPERS pension fund in which three out of four dollars

paid in retirement benefits come from investment earnings.

Assets under management in trust fund (as of May 34, 20125 $2.1 billion
Participating public agencies: 338

Six agencies joined the CERBT in June:

Arrowbear Park County Water District

City of Fort Bragg

Eastern Municipal Water District

Sacramento Metropolitan Fire District

Santa Clara County Central Fire Protection District

Water Replenishment District of Southern California

ACTUARIAL INFORMATION
Each year, CalPERS actuaries calculate a funded ratio —the ratio of market value of assets in the fund

to the liabilities for each retirement plan. The funded ratios vary from year to year.

Funded Status of Retirement Plans by Member Category
Member Category 6/30/05 6/30/06 6/30/07 6/30/08 6/30/09 6/30/10

State 85.5% 88.6% 96.6% 84.9% 58.4% 62.8%
School 96.2% 98.7% 107.8% 93.8% 65.0% 69.5%
Public Agency 90.2% 92.7% 102.0% 89.6% 60.0% 65.8%
hotes

e The funded ratios are based on the Market Value of Assets.

e  There were five plans in the State category with funded ratios between 57 percent and 69 percent

as of June 30, 2010. The funded ratio for the State is an aggregate of all five plans.

¢ Asof June 30, 2009, there were 2,039 plans with active members in the public agency category.
There were 1,590 plans in one of nine risk pools and 449 public agencies in non-pooled plans.

For non-pooled plans: about 98 percent of the plans were below 75 percent funded; about 7 of 159
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2 percent of the plans was between 75 and 100 percent funded; and 0 percent

of the plans were 100 percent funded or better. All risk pools were between 57 percent and

70 percent funded.

OVERALL MEMBERSHIP (AS OF JUNE 30, 2011)

Retirees/beneficiaries/survivors receiving a monthly allowance: 536,234
Active & Inactive members: 1,103,426
Total members: 1,639,660

MEMBERSHIP TOTALS BY CATEGORY (ACTIVE/INACTIVE MEMBERS AS OF JUNE 30, 2011)

State employees 30.5 percent
School employees 38.5 percent
Local public agency employees 31 percent
$3.4 billion in employee contributions $6.9 billion in employer contributions

PENSION INFORMATION (AS OF JUNE 30, 2041)

Average monthly service retirement allowance all retirees: $2,332
Average vears of service, all service retirees: 20.3
Average monthly service retirement for 2010-11 retirees: $3,065
Average monthly service retirement allowance for school
miscellaneous members: $1.251
Average years of service school miscellaneous retirees: 16.9
Average monthly service retirement allowance for State misc. members: $2,598
Average vears of service State miscellaneous retirees: 23.2
Average age at retirement, all members: Service: 60
Disability: 50
Industrial Disability: 46

8 of 159
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SERVICE RETIREES BY EMPLOYER TYPE (AS OF JUNE 30, 2011)

EMPLOYER
TOTAL
FY 2006-07 7,528 7,581 7,834 22,943 -6.8%
FY 2007-08 8,105 7,348 7,847 23,300 1.6%
FY 2008-09 8,502 7,690 8,366 24,558 5.4%
FY 2009-10 10,734 9,449 9,936 30,119 22.6%
FY 2010-11 11,566 10,334 10,730 32,630 8.3%

CALPERS EMPLOYERS (AS OF JUNE 30, 2041

Public Agencies 1,573 (2,044 separate retirement plans)
School Districts 1,530
Total: 3,103

CalPERS 457 Plan

The CalPERS Supplemental Income 457 Plan is a deferred compensation retirement savings plan that
public agency and school employers may adopt and offer to their employees to help them reach their
retirement income goals. As of May 31, 2012:

e 26,432 participants

e  $954 million in total assets

e 729 contracting agencies

PEACE OFFICERS’ AND FIREFIGHTERS' (POFF) DC PLAN
The State Peace Oftficers” & Firefighters (POFF) Supplemental Plan is an employer-provided retirement
benefit negotiated between the State of California and employee groups. As of May 31, 2012:

e 37,981 participants

e  $457.4 million in total assets

SUPPLEMENTAL CONTRIBUTIONS PROGRAM

Supplemental Contributions Plan: The Supplemental Contributions Plan is an after-tax supplemental
contributions program available to State employees, and members of the Judges’ Retirement System I
and II. As of May 31, 2012:

e 593 participants

e  $18.2 million in total assets invested

e $14,293 total monthly contributions

9 of 159
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LEGISLATORS’ RETIREMENT SYSTEM (LRS)
The LRS is available to members of the California Legislature serving prior to November 7, 1990; all
elected constitutional officers and legislative statutory officers. (This system was closed to Legislators

after November 7, 1990, by virtue of an initiative passed by the electorate.)

Active Membership: (as of June 30, 20142)

Members of the Legislature: 2
Constitutional officers: 10
Legislative statutory officers: 2
Total: 14

Retirees, Survivors, & Beneficiaries: (as of June 30, 2012)

Members of the Legislature: 209
Constitutional officers: 29
Legislative statutory officers: 5
Total: 243

JUDGES” RETIREMENT SYSTEM (JRS)
The JRS provides benefits for State Supreme and Appellate Court justices, and Superior Court and

Municipal Court judges who were appointed or elected before November 9, 1994.

Membership (as of June 30, 2011)

Active: 400
Deferred retirement: 31
Total: 431

JUDGES’ RETIREMENT SYSTEM Il JRS 1)
Established in 1994, JRS II provides benefits for State Supreme and Appellate Court justices, Superior

Court judges, and Municipal Court judges who were appointed or elected after November 9, 1994.

Membership (as of June 30, 2012)
Active Members 1,273

Retirees, Survivors & Beneficiaries 37

10 of 159
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CalPERS HEALTH PROGRAM
Covers more than 1.3 million active and retired state, local government, and school employees and

their family members

Purchases health benefits for the State of California and more than 1,100 local and government agency

and school employers

Largest employer purchaser of health benefits in California and the second largest employer purchaser

in the nation after the federal government

Spent more than $6.67 billion in 2011 to purchase health benefits

HEALTH CARE PLANS
Three Health Maintenance Organization (HMO) plans — Blue Shield of California (“Blue Shield”)

NetValue, Blue Shield Access+, and Kaiser Permanente

Three self-funded Preferred Provider Organization (PPO) plans administered by Blue Cross — PERS
Select, PERS Choice and PERSCare

Three plans for Association members - California Association of Highway Patrolmen (CAHP) Health
Benefits Trust, (California Correctional Peace Officers Association (CCPOA) and Peace Officers
Research Association of California (PORAC)

11 of 159
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ENROLLMENT EMPLOYEES DEPENDENTS TOTAL MEMBERS
State Employees — 59.11%

State Active 211,034 334,025 545059
State Retired 157,105 106,039 263,144
State Total 368,139 440,064 808,203
Public Agencies (Local Government & School Employees) — 40.89%

Public Agency Active 178,619 243,090 421,709
Public Agency Retired 89,349 48,021 137,370
Public Agency Total 267,968 291,111 559,079
Active— 70.71% 389,653 577,115 966,768
Retired — 29.29% 246,454 154,060 400,514
HMO- 67.26% 414,969 504,700 919,669
PPO- 25.66% 188,643 162,217 350,860
Associations — 7.08% 32,503 64,258 96,761
Total Program 636,115 731,175 1,367,290

ANNUAL HEALTH PROGRAM SPENDING (PER DAY)

2012 $19.3 million
2011 $18.5 million
2010 $16.8 million

TOTAL HEALTH PREMIUM

STATE PREMIUM SHARE ESTIMATES

Estimates (in Total Public Agencies State Actives Retitees
Billlons) Program and Schools Employer Member Employer | Member
2012 $7.03 $2.94 $4.09 $2.234 $0.587 $1.218 $0.049
2011 $6.75 $2.82 $3.93 $2.153 $0.547 | $1.190 $0.046
2010 $6.12 $2.52 $3.60 $2.003 $0.496 $1.054 $0.047
State contribution amounts to monthly 2012 $452/ $905/$1,177* $566/$1,074/$1,382
premiums for single, 2-party and family 2011 $433/$866/$1,129* $542/$1,030/$1326
plan tiers, respectively 2010 $393/$787/$1,024* $493/$936/%$1,202

*State Active Health Premium Contribution for many State Members, but not all. Please check specific contract for

exact detail.

12 of 159



Case 12-32118 Doc 478 Page 13 of 159

HEALTH PREMIUM CHANGES — 2004 TO 2012

PLAN PRODUCT & TYPE 2004 2005% 2006%* 2007* 2008% 2009% 2010%* 2044% 2012%
Overall 16.4% 9.9% 89% 11.9% 6.8% 4.8% 32%  99%  4.6%
Basic ~ HMOs 18.0% 114% 87% 11.6% 74% 6.6% 34%  10.6% 5.3%
Plans — ppos 13.2% 64% 95% 12.6% 42% 00% 33% 87%  3.0%
Assodiations  11.6% 6.8% 83% 12.8% 10.8% 5.0% 09%  72%  27%
Overall 100%  -11.3% 7.0% 135% 3.0% 07% 11%  34%  00%
Medicare HMOs 26.8%  -107% -7.0% 250% -1.6% 1.6% 3;) 029 0%
PR oros 12%  -125% 186%  6.8% 67% 00% 17%  56%  07%

Assaciations  15,0% 05% 00%  02% -23% 13% 2.5% 42%  09%

*Premium changes for public agencies vary depending on geographic location.

CalPERS LONG-TERM CARE PROGRAM
e Provides financial protection from the high cost of extended care, including nursing home care. CalPERS

program is not-for-profit and self-funded; began in January 1995

o All California public employees, retirees, their spouses, parents and parents-in-law, and adult siblings

(age 18-79) are eligible to apply during enrollment periods
eMembers enrolled as of May 31, 2012: 150,710
eMore than $1.0 billion in benefits paid since the program’s inception through May 31, 2012
eBenefits paid in current fiscal year through May 31, 2012: $154.5 million
e Benefits paid during 2011 through December 31, 2011: $160 million
e Benefits paid during 2012 through May 31, 2012: $72 million
e Annual Premiums as of May 31, 2012: $326.5 million

e Average Annualized Premium as of May 31, 2012: $2,166.71
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$236.8 Billion (As of April 30, 2012)

ASSET CLASS BY MARKET VALUE & ALLOCATION
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ASSET CLASS ACTUAL ACTUAL INTERIM % PASSIVE
INVESTMENT INVESTMENT STRATEGIC VS, ACTIVE
{$BILLIONS) % TARGET %*
PASSIVE ACTIVE
Growth $151.9 64.0% 64.0% 56.0% 44.0%
Public Equity $118.6 50.0% 50.0% 71.0% 29.0%
Private Equity $33.3 14.0% 14.0% 0.0% 100.0%
Income $41.2 17.0% 17.0% 0.0% 100.0%
Liquidity $9.2 4.0% 4.0% 0.0% 100.0%
Real $21.8 9.0% 11% 6.0% 94.0%
Real Estate $18.9 8.0% 9% 7.0% 93.0%
roresaney $2.9 1.0% 2% 0.0% 100.0%
Inflation $7.5 3.0% 4.0% 0.0% 100.0%
Simogy | $5.1 2.0% n/a% 0.0% 100.0%
Total Fund $236.8 100.0%  100.0% 36.0% 64.0%

*Target allocation effective July 2011.

GROWTH OF FUND

YEAR YEAR-END 6/30 YEAR-END 12/34
1985 $28.6 billion $32.7 billion
1990 $58.2 billion $57.5 billion
1995 $87.8 billion $96.9 billion
1996 $100.7 billion $108.0 billion
1997 $119.7 billion $128.2 billion
1998 $143.3 billion $150.6 billion
1999 $159.1 billion $171.9 billion
2000 $172.2 billion $165.2 billion
2001 $156.0 billion $151.8 billion
2002 $143.4 billion $133.8 billion
2003 $144.8 billion $161.4 billion
2004 $166.3 billion $182.8 billion
2005 $189.8 billion $200.9 billion
2006 $208.2 billion $230.3 billion
2007 $251.4 billion $253.0 billion
2008 $237.9 billion $183.3 billion
2009 $181.0 billion $203.3 billion
2010 $200.0 billion $225.7 billion
2011 $237.5 billion $225.0 billion
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TOTAL RETURNS*

Fiscal year to date ended 4/30/2012 1.8%
3 years for period ended 4/30/2012 12.1%
5 years for period ended 4/30/2012 0.5%
10 years for period ended 4/30/2012 5.9%

CALIFORNIA INVESTMENTS AND COMMITMENTS
Approximately $23.6 billion—or 10.0 percent of total fund as of April 30, 2012

Growth $15.0 billion
Income $3.8 billion
Real Assets $4.9 billion
Inflation $0.0 billion
Absolute Return Strategy $0.0 billion
Liquidity $0.0 billion

HISTORICAL RATES OF RETURNS?

YEAR YEAR END 6/30  YEAR END 12/31
(%) (%)

1990 8.9 -0.8
1991 6.7 23.0
1992 13.9 6.5

1993 14.6 13.4
1994 2.0 -1.0
1995 16.4 25.3
1996 15.4 12.8
1997 20.2 19.0
1998 19.6 18.5
1999 12.6 16.0
2000 10.8 -14
2001 -7.1 -6.2
2002 -6.0 9.5
2003 3.9 233
2004 16.7 13.4
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2005 12.6 11.1
2006 12.3 15.7
2007 19.1 10.2
2008 -4.9 -27.8
2009 -23.4 12.1
2010 11.6 12.6
2011 20.9 1.1

! Beginning 9/31/2011 performance figures are reported as net of fees. All performance fiqures reported before

9/31/2011 are as gross of fees.

CalPERS CORPORATE GOVERNANCE PROGRAM
For corporate governance and additional investment information, please visit the Corporate
Governance area of our website.

STATE LEGISLATION
CalPERS Governmental Affairs Office provides bill analyses and tracks current status of important

State Legislation. For up-to-date legislation information, visit our website.

16 of 159



Winston & Strawn LLP

101 California Street
San Francisco, CA 94111-5802

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Case 12-32118 Doc 478 Page 17 of 159

Exhibit C

Contract between City Council and CalPERS dated September 1, 1944 and amendments thereto

SF:338121.1

dated July 1, 1948 and March 16, 2002
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STATE ~ ,PLOYEES' RETIREMEN BYSTEM
SACRAMENTO, CALIFORNIA

Contract

BETWEEN

0@/-’ &}/D

GIPY QSUNCIL

Nams or Lecisative Booy

OoF

CiTY Qr L TCGXTON

Naume or Municiral. CoRPORATION

AND THE

BOARD OF ADMINISTRATION

OF THE

CALIFORNIA STATE EMPLOYEES’ RETIREMENT SYSTEM

This AGUECMENE made sbis LETEE__gay of @ tombor 1944, by and between

the Legislative Body of . CIFY ) LROUITON

Name of Municipsl Corporusion
hereafter referred vo as “City,” and the Board of Admuustrauon, California State Employees’ Retirement System, hereafter
referred to as “Board.”

»

WITNESSETH

In consideration of the covenants and agreements hereinafter contained and on the part of both parties to be kept
and peeformed, City and Board hereby agree as follows:

1. City is to participate in'the State Employees Retirement System, subject to the provisions of f_he State Employees’
Retirement Act. Said-Reetiresnentiosis el salronlFomdy roneherefsrenceis i mbrmudeawn*of
thisrpreemenyas: timagh-hevein. set.out. m\£uil.

2. City shall participate in said Retirement System, making its employees members of said System, from and

after_ O tomoar 1 , 1944,

. Employees of City in the following classes shall become members of said Retirement System in accordance with
the provxslons of said Retirement Act, governing membership in said Retirement System, and subject to the further exclusmns
from membership in the next following sentence:

NUMBER OF EMPLOYEES MINIMUM AGE
ELIGIBLE FOR MEMBERSHIP FOR VOLUNTARY
CLASSES OF EMPLOYEES . SERYICE RETIREMENT
o 81 bember 1 4
[

a, City Firemen, as defined in Section 8¢ of the kone

State Bmployees’ Retitement Act . . .
b, City Policemen, as defined in Seccion 86 of NOne

the Srate Employees* Retirement Act .
¢. Employees other thm City Fitemen and City La4d .

Policemen . .\ e e e As provided in the Retirement Act

In addition to the employees excluded from membership by said Retirement Act, the following employees shall not
become members of the Retirement System:

F, 126, tez4z ¢-20 300
STATE FRINTING OFFICE

PERMANENT
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» . ——— e~

_‘__g_g,‘;n oF ADMINISTRATION

EARL W, CHAPMAN
EXXCUYIVE SECRETARY

‘THOB. E. STANTON, PRESIDKNT
H. H. BENEDLOT
JaHN R. CORNWELL
DONALD GALLAGHER
JOHN J, HAMLYN

JOHN F. HASSLER STATE OF CALIFORNIA

RALPH R. NELSON
ACTYUARY

WALTER C, KENNEDY

B State Buploygees” Retivement Syatem

102 STATE OFF‘IqE HBUILDING NO. 1
TENTH AND L. STREETS
SACRAMENTO 14

CONTRACT OF

CITY OF SPOCKTON
(Nama of Subdivision)

1With the

FIRM OF COATES AND HERFURTH, CONSULTING ACTUARIES, for

detarmining approximate contribution
. which would be required of subdivision
by its partilcipation in State Employees! Retirement

i . System
1, THIS AGREEMENT made this  day of » 19, .
by and between the C1TY CoMOIL ™ of the
) (City Council, Baard of Supervisors or Governing Board
CI7Y OF STOCRYOR ¢ 838 party of the first part, and Coates and

(Name of Subdivision)

Herfurth, & co-partnership composed of Barrett Ni Coates and Carl E. Herfurth,
consulting actuaries, parties of the seoond pert.

WITNESSETH:

2e The party of the first part herewith engages and retains the services of
the parties of the second part to make such investigation into the employment ex-
perience of the party of the first part, and such valuation of the benefits and
conbributions provided in the State Employees! Retirement Act, as may be neceasary
to determine the approximate as distinguished from the definitive contribution
whioh would be required of the party of the first part because of said party's
participation in the State Employees! Retirement System, upon the assumptien that
said participation will be effective JULY 1 . 19&& , and upon the further
easumption that the number and classifioation of said pE;fy's employses whose
memberships ere contemplated in said participetion are as follows:

F113-1 1-,¢ 200
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e S D
. {0
s R

«

e

— ¢ -memazare A

3as The provisioms of.Sc¢ .ton 8} of the State Employees' tirement Act Shall CSe
dpply to employees of City, who beoomes members of said Retirement bysrtzam. '

| L 3. Continued. from page 1

| - A1l City Policemen and City Firemen shall be excluded. ' .

1 s . .
| . .
34 Cone Board and City agree that, except as provided in paragraph $, no adjustment shall be made in the amount of contributions
tinued, provided in paragraph 5a, on account of prior service, or in the percentage provided in paragraph §b, because of variations

in the numbers of employees who become members of said Retirement System on the effective date hereof, from the numbers
i listed above, due to termination of service by such causes as death, resignation or discharge, ox the employment of individuals
i not included in said numbers,

L ]

g ‘B@R}'ﬁs on account of prior service, that is, service credited hereunder as rendered to City prior to the effective
date hereof, shall be allowed to city firemen and city policemen and to other employees, only as percentages of the respective
average salaties specified in szid Rétirement Act, for each year of such service, and said percentages shall be equal to

100" per cent of the analogous percentages now used under said Retirement System in calculating benefits on account of -

prior-service,-allowed-to-members-of-the-California State Highway Patrol and-to-other employees-of the State-of California,
: respectively.

§. City shall contribute to said Retirement System as follows: - .

. 'The sum of $26,307 496 per annum;, payable in équil monthly or less frequent instaliments as Board shall
require, for a period of ... 2% years, on account of the liability for benefits based on service rendered to
_ City prior to the effective date hereof, S ’
b, L4I52 7 per cent of total salaries paid by City each month to its employees who are members of said
; - Retirement System, provided that only salary earned ds members of said System shall be included in said
i total salaries, and that employses who are members of said System shallinclude employees who become
members upon the effective date hereof and employees who become members thereafter, ‘

v —A reasonable-amount-as—fxed by Board; *payable-in equal monthiy - of-lessfrequent-nstalinents, as Board————
- shall require, to cover the costs of administering said System as it affects the employees of City, not including '
the costs of special valuations or,of ghe periodical investigation and valuation required by law, provided that
) . said amount shall not exceed §tFG-per fiscal year per member, on. the basis of tht number of - employess
n ey, : of Clty_who-are_menbers on_July_Istof the respectivefiscal years, ot witl respeat_to_the firstyrear-of——
"' participation, on the effectivé date of said participation. ' .
d. A reasonable amount as fixed by the Board, payable in one installment from time to time as the occasions
arise, to cover the costs of special valuations on account of employees of City and the costs of the periodical
investigation into the experience under said Retirement System, as it affects said esnployees, and the valua-
tion of the assets and liabilities of said System on account of said employzes, .

f‘nnfvibu.tions_J:cqui:ed..of_City_and.its_employees_sfzalLbuuty'ectio_ad justment by the Board of Administrationon

account of amendments to the State Employees® Retirement Act, and on account of experience under the Retirement System,
“2s determined by the’ periodical investigation, valuation and determination provided for by said Retirement Act.

" 6. Contribytions réquired of Gity under paragraph § immtediately preceding, and contributions requited of City’s
employées who are members of said System, shall be paid by City to the Scite Employees” Retirement System within thirty
days after the end of the month or longer period to which said contributions refer, If more or less than the correct amount
of contribution required of City or its employees is paid for any period, proper adjustment shall be made in connection with
subsequent remittances of the City to the Board, to rectify the errors; or such adjustments on account of errors made in
contributions required of employees, may be made by direct cash payments between the émployee in connection with whom
the error was made, and Board. Paymenits of City to Board may bé made in the form of warrants, bank checks, bank drafts,
—i—e - wemm—mgertified- checlksymoney-ordétsorcash — -——— c—— v e e Ll o L

T g a9k e e |-

Wirness Oux Hanos the day and year first above written.
- BOARD OF ADMINISTRATION

STATE EMPLOYEEZ RETIREMENT SYSTEM
7 ]

’ Prosident

CITY.C.OUNCIL of
. .- Name of Legishative Body

“CITY OF STOCKTON

! Maﬁ or Presidng Officer

By
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AMENDMENT TO CONTRACT BETWEEN ’\E
BOARD OF ADMINISTRATION,
STATE EVPLOYEES' RETTIREVENT SYSTEM

AND
iGoverning Body)

OF THE CITY OF STOCKTON
(Name of Publie Agency)

The Board of Adminlstration, State Employees' Retirement System, end the

CITY. CONNGTL of the GITY. OF STOCKTON )
(Governing Body) (Name of Public Agency)
hereinafter referred to as Agency, having enteyed into a contract under date of

September 1, , 19kl , effective __September 1, -, 19k,
which provides for the participation of said Agency in said aetirement System, and
City Policemen and City Firemen being excluded from said contract, said Board of
Administration and said CITY COMNCIL hereby agree as follows:

(Governing Body) ,

1. "All City Policemen and City Firemen shall be excluded" appeariﬁg
in Paragraph 3, shall be and is hereby amended to read, "No
additional exclusions".

2. Paragraphs 3a, L, 5 and 6 shall be and ‘are hereby stricken from
gaid contract. ,

3. The following paragraphs shall be and are hereby added to sald
' contract: .

L., Age 65 shall be the normal minimum age for retirement for

. service, of persons who are miscellaneous members because of
employment by public agency, that is, members other than Local
Firemen and Local Policemen, and one-seventieth shall be the
fraction of final compensation, as defined in said Retirement
Law, to be provided on the average, for each year of service as
a member, by the members' and Public Agency's normal contributions,
upon retirement at said minimum age,

5, Benefits on account of prior service, that is, service credited
hereunder as rendered to Public Agency prior to-the effective
date hereof, to respective persons who are members becauss of
employment by Public Agency as Local Firemen or Local Policemen,
shall be allowed only as a percentage of the average salary
gpecified in said Retirement Law, for each year of such service,
and said percentage shall be 100 per cent of the fraction of
final compensation, as defined in the State Employees! Retirement
Law, for each year of service rendered after said date, as
determined for said respective members under said law, for
retirement for service at age EE, or upon cualification for
service retirement at a higher age, If a member retires for
service before attaining age 55, his prior service pengion
shall be reduced to that amount which the value of the pension
as deferred to age 55 will purchase at the actual age of retire-
ment. )

F 328-1 (Special) 3-L&
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s~
Prior .vice benefits to persons who miscellaneous members
becaugse of employment by Public Agency, that is members other
than Local Firemen and lLocal Policemen, upon retirement for service
at the normal minimum age entered in Paragraph li hereof, shall be
allowed only as a percentage of the average salary specified in
said Retirement law, for each year of such service, and said
percentage shall be 100 per cent of 1/70. If a member retires for
service before attaining the normal minimum age in item L, his
prior service pension shall be reduced to that amount which the
value of the pension as deferred to said minimum age will purchase
at the actual age of retirement.,

The provisions of Section 21258(¢), and not 21258(b), of the State
Employees! Retirement Law, guaranteeing a minimum retirement allow-
ance under certain conditions shall apply to persons who are mem-
bers because of employment by Public Agency.

The provisions of Section 21367.5 of the State Employees'! Retire-
ment Law, providing a $300 death venefit after retirement shall
apply te persons who are members because of employment by Public
Agency as Local Policemen or Local Firemen, but shall not apply
to persons whe are miscellaneous members because of employment by
Public Agency.

Public Agency shall contribute to said Retirement System as follows:

/

a, The sum of $26,525.83 per annum, payable in equal monthly
or less frequent installments, as the Board may reguire,
for the period of years stated in said contract, less the
time elapsed from the date of participation to the effective
date hereof, plus the sum of 370,276,09"per annum, payable
in equal monthly or less frequent installments, as the
Board may require, for the period of 25 years, all on
account of the liability for benefits based on service
rendered to public agency prior to the date of participation,
with respect to employees'other than Firemen and Policemen,
and service rendered to public agency prior to the effective
date hereof with respect to Firemen and Policemen. ’

b. 9.372 per cent of total salaries paid by Public Agency each
month to its employees who are members of said Retirement
System, provided that only salary garned as members of said
System shall be included in said total salarles, and the
‘employees who are memters of said System shall include
employees who become members upon the effective date hereof
and employees who become members thereafter.

¢c. A reasonable amount per annum, as fixed by Board; payable in
equal monthly or less frequent installments, as Board shall
require, to cover the costs of administering said System as
it affects the employees of Public Agency, not including the
costs of special valuations or of the periodical investigation
and valuation required by law, provided that -said- amount
shall be determined on the basis of the number of employees
of Public Agency who are members on July 1st of the respec-
tive fiscal years, or with respect to the first year of
participation, on the effective date of said participation.

F 328-2 (Special) 3-hB
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d. .. reasonable amount as fixad by

-—"‘\
: Board, payable in one |

installment from time to time as the occasions arise, to
cover the costs of special valuations on account of
employees of Public Agency, and the costs of the periodical
investigation into the experience under said Retirement
System, as it affects said esmployrees, and the valuation of
the assets and liabilities of said System on account of said

employees.

Contributions required of Public Agency and its employees shall be
subject to adjiustment by the Board of Administration on account of .
amendments to the State Employees' Retirement Law, and on account
of experience under the Retirement System, as determined by the
periodical investigation, valuatior and determination provided for

by said Retirement law.
in addition to any asse
to the State Employees'

ts of the local system, W
Retirement System, and are subjiect to

Contributions under this paragraph are

adiustment for variations between tne value of such assets as
determined by Board and the value assumed in the valculation of

such contributions.

10. Contribtuions required of Public Agency under paragraph 9
immediately preceding, and contributiens required of Public
Agency's empleoyees who are members o® said System, shall be paid
by Public Agency to the State Employ es' Retirement System within
thirty days after the end of the mon:ch or longer period to which

said contributions refer.

If more o less than the correct

amount of contribution required of Public Agency or its employees
is paid for any perioed, proper adjus*ment shall be made in con-
nection with subseguent remittances nf Public Agency to the Board,

to rectify the errors;

or such adjus:ments on account of errors

made in contributions reouired of emnloyees, may be made by
direct cash payments between the empioyee in connection with whom
the error was made, and Board. Faymemts of Public Agency to Board
may be made in the form of warrants, bank checks, bank drafts,
certified checks, money orders, or casha.

L, Benefits, including retirement allowances, granted prior to the
effective cdate of this amendment, shall nct be affected by this

amendment.

' S; This amendment shall be attached to said contract and shall be

affective as of

s 19L8 »

Witness our hand this E;?’%i; day of

BLIA

Clerk

TTESTHE? ’ ,,7%
YT . it

] Secfztary

-

F 3283 (Special) 3-LE

July 1,

, 1977

Q’(/L"/\ﬂ -
“

CITY_COUNCIL of
{Tfame of Legislative Dody)

~ GITY OF STOCKTON
{(Name of Pubiic Agency)

3

oy
BY ~loddig f*\rlfrﬁf;ﬁga Y
2 ¢7 Presiding ?ﬁ;uwer

BOARD OF ADMIHISTRATION
STATE EMPLOYEES! RETJAEVENT SYSTEY

By ﬂ)—b/

Fresident, BOARD OF EDVINTSTRATION

hich are transferrec
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CalPERS

california
public Employees’ Retirement gystem

| .
AMENDMENT TO CONTRACT

Between the
Board of Administration
California Public Employees’ Retirement System
and the
City Council
City of Stockton

&>

The Board of Administration, California Public Employees' Retirement System,
hereinafter referred to as Board, and the governing body of the above public agency,
hereinafter referred to as Public Agency, having entered into a contract effective
September 1, 1944, and witnessed September 1, 1944, and as amended effective July
1, 1948, July 1, 1950, February 1, 1952, February 1, 1854, January 1, 1956, January 1,
1960, January 16, 1962, January 1, 1963, January 6, 1968, Octaber 1, 1989, July 1,
1973, August 16, 1973, October 1, 1973, January 1, 1975, July 1, 1978, November 1,
1980, August 1, 1982, January 1, 1993, May 13, 1893, May 12, 1994, March 1, 1997,
June 24, 1997, December 1, 1997, March 16, 1999, November 1, 2000 and December

16, 2001 which provides for participation of Public Agency in said System, Board and
Public Agency hereby agree as follows;

A. Paragraphs 1 through 15 are hereby stricken from said contract as executed

effective December 16, 2001, and hereby replaced by the following paragraphs
numbered 1 through 15 inclusive:

1. Al words and terms used herein which are defined in the Public

Employees' Retirement Law shall have the meaning as defined therein
unless otherwise specifically provided. "Normal retirement age® shall

mean age 55 for local miscellaneous members and age 50 for local safety
members.
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Public Agency shall participate in the Public Employees' Retirement
System from and afier September 1, 1944 making its employees as
hereinafter provided, members of said System subject to all provisions of
the Public Employees' Retirement Law except such as apply only on
election of a contracting agency and are not provided for herein and to all
amendments to said Law hereafter enacted except those, which hy
express provisions thereof, apply only on the election of a contracting
agency.

Employees of Public Agency in the following classes shall become
members of said Retirement System except such in each such class as
are excluded by law or this agreement:

a. Local Fire Fighters (herein referred to as local safety members);
b. Local Police Officers (herein referred to as local safety members);
c. Employees other than local safety members (herein referred to as

local miscellaneous members).

In addition to the classes of employees excluded from membership by
said Retirement Law, the following classes of employees shall not hecome
members of said Retirement System:

a. ALL CENTRAL PARKING DISTRICT EMPLOYEES HIRED ON
OR AFTER AUGUST 16, 1973,

Prior to January 1, 1975, those members who were hired by Public
Agency on a temporary and/or seasonal basis not to exceed 6 months
were excluded from PERS membership by contract. Government Code
Section 20336 superseded this contract provision by providing that any
such temporary and/or seasonal employees are excluded from PERS
membership subsequent to January 1, 1975. Legislation repealed and
replaced said Section with Government Code Section 20305 effective July
1, 1894,

Assets heretofore accumuiated with respect to members in the local
retirement system have been transferred to the Public Employees’
Refirement System and applied against the liability for prior service
incurred thereunder, That portion of the assets so transferred which
represent the accumulated contributions (plus interest thereof) required of

~ the employees under said local system has been credited to the-individual -~ -

membership account of each such employee under the Public Employees'
Retirement System.
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Public Agency and the Stockton Redevelopment Agency have agreed to a
merger of their contracts, and this contract shail be a continuation of the
benefits of the contract of the Stockton Redevelopment Agency, pursuant
to Section 20567.6 of the Government Code. Such merger is effective as
of July 1, 1975. Public Agency, by this contract, assumes the assets and
liabilities accumulated under the former contract of the Stockton

Redevelopment Agency.

January 1, 1988.

a.

Legislation repealed said Section effective

Service performed for the former agency prior to July 1, 1975 shall
be subject to the terms and conditions of the former agency’s
contract as it was in effect at that time. Service performed after
July 1, 1975 shall be subject to the terms and conditions of this
contract. For purposes of computing retirement allowances,
separate calculations shall be made for service performed under

each contract.

The percentage of final compensation to be provided for each year of
credited prior and current service for local miscellaneous members shall
be determined in accordance with Section 21354 of said Retirement Law,
subject to the reduction provided therein for service on and after January
1, 1956, the effective date of Social Security coverage, and prior to June
30, 1978, termination of Social Security, for members whose service has
been included in Federal Social Security (2% at age 55 Full and Modified).

The percentage of final compensation to be provided for each year of
credited prior and current service as a local safety member shall be
determined in accordance with Section 21362.2 of said Retirement Law
(3% at age 50 Full).

Pub]ic Agency elected and elects to be subject to the following optional

provisions:

a. Sections 21624 and 21628 (Post-Retirement Survivor Allowance).

b. Section 21222.1 (One-Time 5% Increase - 1970). Legislation
repealed said Section effective January 1, 1980.

C. Section 20042 (One-Year Final Compensation).
Section 21328 (One-Time 1% to 7% Increase For Local
‘Miscellaneous Members and Local Safety Members Who Retired-or——
Died Prior to July 1, 1974).

e. Section 21024 (Military Service Credit as Public Service), Statutes
of 1976.

f. Section 21027 (Military Service Credit for Retired Persons).
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g. Section 20965 (Credit for Unused Sick Leave).
h. Section 21574 (Fourth Level of 1859 Survivor Benefits).

i. Section 21635 (Post-Retirement Survivor Allowance to Continue
After Remarriage).

J- Section 21551 (Continuation of Pre-Retirement Death Benefits
After Remarriage of Survivor).

k. Section 20692 (Employer Paid Member Contributions Converted to
Payrate During the Final Compensation Period) for local
miscellaneous members and local safety members.

L. Section 21335 (6% Cost-of-Living Allowance, base year 2001) for
local miscellaneous members only.

m.  Section 20903 (Two Years Additional Service Credit).

Public Agency, in accordance with Government Code Section 20790,
ceased to be an "employer" for purposes of Section 20834 effective on
January 1, 1975. Accumulated contributions of Public Agency shall be
fixed and determined as provided in Government Code Section 20834,
and accumulated contributions thereafter shall be held by the Board as
provided in Government Code Section 20834.

Public Agency shall contribute to said Retirement System the contributions
determined by actuarial valuations of prior and future service Hability with
respect to iocal miscellaneous members and local safety members of said
Retirement System,

Public Agency shall also contribute to said Retirement System as follows:

a. Contributions required per covered member on account of the 1959
Survivor Benefits provided under Section 21574 of said Retirement
Law. (Subject to annual change.) In addition, all assets and
liabilities of Public Agency and its employees shall be pooled in a
single account, based on term insurance rates, for survivors of all
local miscellaneous members and local safety members.

b. A reasonable amount, as fixed by the Board, payable in one
: installment within 60 days of date of contract to coverthe costs of ——

administering said System as it affects the employees of Public
Agency, not including the costs of special valuations or of the
periodic investigation and valuations required by law.
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c. A reasonable amount, as fixed by the Board, payable in one
instaliment as the occasions arise, to cover the costs of special
valuations on account of employees of Public Agency, and costs of
the periodic investigation and valuations required by law.

14, Contributions required of Public Agency and its employees shall be
subject to adjustment by Board on account of amendments to the Public
Employees' Retirement Law, and on account of the experience under the
Retirement System as determined by the periodic investigation and
valuation required by said Retirement Law.

15.  Contributions required of Public Agency and its employees shall be paid
by Public Agency to the Retirement System within fifteen days after the
end of the period to which sald contributions refer or as may be prescribed
by Board regulation. f more or less than the correct amount of
contributions is paid for any period, proper adjustment shall be made in
connection with subsequent remittances. Adjustments on account of
errors in contributions required of any employee may be made by direct
payments between the employee and the Board.

A
B.  This amendment shall be effective on the /6 dayof __ Mot | 2002

BOARD OF ADMINISTRATION CITY COUNCIL

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM CITY OF OCKTQ
BY /’%L/ 'Wc st tand B.Aﬁ , b %
/ SIDING OFECEN

KEW? W. MARZION, CHIEF

ACTUARIAL & EMPLOYER SERVICES DIVISION
PUBLIC EMPLOYEES' RETIREMENT SYSTEM

3- 1202

Witness Date

N
. PR

%) M—

S £ -

Bagiovas Uiy Altorzy

AMENDMENT
PERS-CON-702A (Rev 8\96)
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Exhibit D

Press Release — “CalPERS Acts to Ensure Benefits of Terminated Agency Members”

SF:338121.1

(August 17, 2011)

29 of 159




CalPERS Acts to Ensure Benefisiof-Bermipated degamiey Memberso of 159 Page 1 of 2

About CalPERS > Press Room > Archived Press Releases > 2011 Press Releases > Auqust 2011 Press Releases > CalPERS Acts to Ensure Benefits of

Terminated Agency Members

Press Release

August 17, 2011

External Affairs Branch

(916) 795-3991

Robert Udall Glazier, Deputy Executive Officer
Brad Pacheco, C hief, Office of Public Affairs
Contact: Edward Fong, Info rmation Officer

pressroom@calpers.ca.qov
CalPERS Acts to Ensure Benefits of Terminated Agency Members

SACRAMENTO, CA — The California Publi c Employees’ Retirement System (CalPERS) Board of Administration today approved a plan to protect the retirem ent
benefits of workers who belong to a CalPERS pension plan that’s been terminated by a public agency employer.

For various reasons, public agencies occasionally terminate their pension plan or CalPERS will terminate a plan. When this happens , the terminated agency’s
plan assets and liabilities are transferred to the CalPER S Terminated Agency Pool if the employer wants to continue with C alPERS as the plan administrator.
Funds from the pool are used to pay benefits when w orkers retire.

As of June 30, 2009, there were 118 agencies in the terminated agency pool with 4,700 members. The pool is currently very well funded with 240 percent of the
assets required to pay benefits -- $144 million in assets and $60 million in liabilities. However, there is concern that th e funded status of the pool would deteriorate
dramatically in the future if a large un der-funded agency terminated its plan and left its assets and benefit obli gations with CalPERS.

Employers do not make contributions to the pool after their pension plan is terminated. The only source of future pool income is from investment earnings. The
plan approv ed today includes three key elements to reduce the risk of underfunding of the terminated agency pool:

» Terminated agency pool assets will rem ain a part of the Public Employees’ Retirement Fund (PER F) but will be invested m ore conservatively than in the
much larger PERF, more closely reflecting the characteristics of future expected benefit payments from the pool. The new asset allocation policy for the
pool will be determined by the CalPER S investment and actuarial staff, subject to approv al by the CalPERS Board.

» CalPERS will develop a new regulation to ensure inves tment earnings of the pool are allo cated appropriately .

+ The discount rate of the pool i s expected to be significantly lower than the rate for the regular C alPERS pension fund becaus e of lower projected
investment returns from the more conservative asset allocation. The discount rate for the regular CalPER S pension fund will not change; it will remain at
7.75 percent.

“These change s will help ens ure the future financi al security of our members," said CalPERS Board President Rob Feck ner. “They also enhance accountability
and ensure the long-term sustainability of the terminated agency pool.”

A more conservative investment asset allocation and lower discount rate would greatly reduce the risk of assets ever bein g less than liabilities. However, the
changes will also require employers who terminate their plans in the future to deposit more assets into the pool to refl ect updated valuations based on the ass et
allocation and discount rate changes.

“As fiduciaries, we have a respons ibility to act in the best interest of our members,” said George Diehr, Chair of the CalPER S Board Benefits and Program
Administration Committee. “The time to act is now when the pool is in good shape, rather than waitin g and risking a future deterioration of the pool’s funded
status.”

CalPERS, with assets of about $220 billion, is the largest public pension fund in the U.S. The retirement system administers pension benefits for 1.6 million active
and retired California s tate, public school, and local public agency employees and their families, and health benefits for 1.3 million members, on behalf of 3,000
California public employers. The average CalPE RS pension is $2,220 per month. More information is available at www .calpers.ca.gov.

Additional Resources
FAQs - Discount Rate for Terminated Agencies

30 of 159
https://www.calpers.ca.gov/index.jsp?bc=/about/press/pr-archive/pr-2011/aug/benefits-term...  8/2/2012



Winston & Strawn LLP

101 California Street
San Francisco, CA 94111-5802

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Michael Fitzgerald “City has been Paying Illegal Benefits for Years” Recordnet.com

SF:338121.1

Case 12-32118 Doc 478 Page 31 of 159

Exhibit E

April 25, 2012




City has been paying illegal benefits for years | Recordnet.com Page 1 of 9
Case 12-32118 Doc 478 Page 32 of 159

Subscribe Today. See our Special Offers. ) i
Welcome to Recordnet.com. Get Sign up for Off the Clock | Your FREE Log in | Register | Subscribe

Monthly Email Newsletter
Started

HOME | NEWS  SPORTS ENTERTAINMENT  LIFESTYLE BUSINESS A OPINION  YOURTOWN SPECIAL REPORT!

City has been paying illegal SHARETHIS
beneﬁts for years TODAY'S MOST VIEWED

« Police shoot, kill suspect following early

Print this Article ~ Emall this Article Text Size: A | A | A moming, two-way chase on 1-5
Photo 1 of 1 | Zoom Photo + « Bullets, glass fly in attack on California
Street

- Funeral attendee shot outside service
« Officers cleared in teen's slaying

THIS WEEK'S MOST VIEWED

« Elderly woman slain in city's 35th
homicide

+ Family numb after brutal killing

« Woman slain in Tracy motel identified
(UPDATED 5 p.m.)

« Police shoot, kill suspect following early
morning, two-way chase on I-5

Since 1991, the city of Stockton has illegally enrolled three mayors and 14 THIS MONTH'S MOST VIEWED
council members in the state retirement system. . Man, 24, shot, killed sitting on Weston

CLIFFORD OTO/Record File 2012 Ranch park bench
By Michael Fitzgerald » Brazen daytime slaying
Record Columnist . Boy found dead in park identified

April 25, 2012 12:00 AM
+ Man clings to life after found shot on

Three current Stockton council members - who had to lay off lawn
hundreds of city workers and slash employee compensation - have
unwittingly been accepting illegal cash benefits for years. PHOTO GALLERIES MORE GALLERIES b

i

The mayor and two council members are illegally enrolled in the
state retirement system. The city is paying into that system in
violation of the city charter.

In fact, since 1991, the city of Stockton has illegally enrolled three ek n Photos: July San Joaquin Cdnty

mayors and 14 council members in the state retirement system. 3-9 celebrates

The city has been unlawfully paying them Stocktonians' tax dollars. Independence Day
SPECIAL REPORTS

Amazingly, nobody noticed it was illegal. Council members relied 2012

on city staff. Evidently, city staff, including numerous city attorneys,
never read the city charter.

A total of $276,953.51 was unlawfully contributed.
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At a glance

Stockton mayors and council
members enrolled in the
CalPERS retirement fund,
and the amount the city
illegally contributed:

Mayors

« Joan Darrah: $7,682.62
(collected retirement, now
deceased)

« Ann Johnston: $45, 538.61
(not retired)

* Gary Podesto: $7,018.43
(collecting retirement)

Council members

» Steve Bestolarides:
$15,475.79 (not retired)

» Dan Chapman: $15,561.42
(not vested)

- Dale Fritchen: $12,189.52
(still accruing retirement)

- Gary Giovanetti: $8,326.68
(not vested)

* Ted Gonzales: $3,003.95
(not vested; cashed out his
own money)

* Elbert Holman: $12,189.91
(still accruing retirement)

* Clem Lee: $15,622.18 (not
vested)

* Leslie Martin: $23,599.99
(not retired yet)

» Sylvia Sun Minnick:
$2,269.38 (collcting
retirement)

Worse, the city probably never
will get it back, officials say. The
council members probably get to
keep it.

The revelation is embarrassing to
current leaders who routinely
condemn their predecessors'
sketchy fiscal practices and
proclaim they are better informed.

"Oh, no," said Mayor Ann
Johnston. "Here is another
example of a problem that no one
guestioned over the years."

Because Johnston served both as
council member and mayor, she
is the biggest beneficiary of the
city's mistake. The city has
erroneously paid her retirement
fund $45,405.36.

Johnston vowed immediately to
stop accepting the money. "l will
follow the charter," she said. "This
council and | are determined to
do the right thing for the right
reasons.”

As best as can be determined,
the city's human resources
department since at least 1991
has told all newly elected council
members at orientation they can
join CalPERS, the state Public
Employees' Retirement System.

Council members who joined
CalPERS paid part of their salary
into the system. The city also
made a contribution - clearly a
retirement benefit.

But Section 2602 of Stockton's
city charter says - unambiguously
- council members shall receive
no retirement or death benefits.

A month ago, | asked City
Attorney John Luebberke to give
an opinion on the legality of
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enrolling council members in
- Victor Mow: $4,194.24 CalPERS.

(collecting retirement)
After researching not only the

* Rebecca Nabors: charter but state and federal law,

$15,566.89 (cashed out) Luebberke concluded that the
city's 21 years of contributions

* Richard Nickerson: were illegal - and inexplicable.

$4,486.29 (collecting

retirement) | have no explanation

whatsoever as to why this benefit
» Melvin Panizza: $4,29794 was offered," Luebberke said.
"We've been able to find no
record of when this action was

Source: City of Stockton taken. Or of my office analyzing it.
It is simply undocumented."

(collecting retirement)

Luebberke theorizes the perk was started administratively, that is,
by a city executive who made a gift of public funds without council
approval.

Luebberke theorized that the administrator, ignorant of the charter,
was trying to make the city compliant with changing federal law.

Melvin Panizza, a councilman from 1991 to 2000, believes the error
occurred during the 1988-91 tenure of City Manager Alan Harvey.

"My recollection is that it happened when Alan Harvey was city
manager," Panizza said. "l remember this was part of the package
of stuff they give you."

Told city contributions he received were illegal, Panizza said, "I'm
surprised. | relied on the advice then provided by city staff and the
city attorney."

The benefit's illegality went unnoticed for 21 years because certain
charter provisions are not visited often, Luebberke said, putting it
mildly.

"This is something that | just feel personally terrible about, because
it's so embarrassing,” Luebberke said.

Joan Darrah, mayor from 1990 to 1997, was paid $7,682.62. Gary
Podesto, mayor from 1997 to 2004, was paid $5,822.75.

As the years passed, however, and council and mayor salaries
increased, the city's contributions grew in size.

Fourteen council members received the balance of the illegal
contributions, which grew to $30,000 a year.

The recipients of these funds fall into different categories. Former
council members such as Dan Chapman, who served one four-year
term, do not qualify to receive the retirement money. It takes five

http://www.recordnet.com/apps/pbcs.dil/article? AID=/20120425/A NEWS0803/204250325

Page 3 of 9

34 of 159

7/13/2012



City has been paying illegal benefits for years | Recordnet.com Page 4 of 9
Case 12-32118 Doc 478 Page 35 of 159

years to be vested - or qualified to receive - CalPERS retirement
funds.

The city's contributions to Chapman are sitting in an account. He
could get them if he returns to government and works another year.

But, "If, hypothetically, | ever worked for the city again and became
vested, | wouldn't accept the funds if they were illegal,” Chapman
pledged.

Other former council members, falling short of being vested.
"cashed out" the money they paid in and quit the system.

Two-term council people qualify to receive the money.

Even though this money was paid in error, it probably cannot be
recovered, Luebberke opined.

When an innocent individual relying on an agency's promise takes
actions that are irreversible, or damaging to reverse, courts usually
forbid the agency to renege, Luebberke said.

Besides, "There really isn't any bad actor," Luebberke said. "There
isn't anyone who has taken advantage. Therefore, it is difficult to
recover this far down the road."

Besides Mayor Johnston, the two sitting council members receiving
the illegal benefit are Elbert Holman and Dale Fritchen. They, like
all council members, expressed dismay at the seemingly unending
revelations of fiscal incompetence.

"Every time we turn over a rock, we open up Pandora's box,"
Holman said. "It's really disheartening to believe that our city's been
managed like this all these years."

Fritchen: "We were given misinformation which caused us to accept
something we weren't due. And that has harmed our credibility. And
that is troubling to me."

Leaders of public employee unions were outraged.

"I'm shocked," said Debra Froshaug, president of the Stockton City
Employees' Association.

Steve Leonesio, president of the Stockton Police Officers
Association, decried the benefit's apparent back-room origin. "No
staff report, no vote - someone just decided, 'Hey, this is a pretty
good benefit,' " Leonesio said.

City officials said the benefit will be stopped as soon as possible.
They cannot say when. To date they have been unable to figure out
the proper authority at CalPERS.

A CalPERS spokesperson offered advice.
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"All they need to do is call our customer service line, identify
themselves as an employer and all their questions will be cleared
up," said Amy Norris.

Norris added, "There's actually very little wait time on our customer
service line."

Contact columnist Michael Fitzgerald at (209) 546-8270 or
michaelf@recordnet.com. Visit his blog at
recordnet.com/fitzgeraldblog.

HOME

Reader Reaction Comments (38)
Sort By: Most Recent |

Silencio

There is a scene in the 1942 movie, when the Cheif of Police
comes out of the back gambling room and says. "I am
shocked to learn that there is gambling going on here."
"Here are your winnings, Sir." LOL We need classes in
remedial government and reading comprehension for our all
our City employees.

1 2 Months Ago  Share

Anthony

Well...well... City Administrators are incompetent! ..what a
revelation ... and then Panizza, an architect of backroom
politics , blames it on Alan Harvey ... It started with Gary
Ingraham, L. Patrick Samsell, Dwayne Milnes efc...
period....if this was all they did , it would be peanuts ... ask
Gary Ingraham about the nearly 2 Million dollars of unpaid
Water and Sewer bills that were written off , that happened
during his tenure as Finance Director ... ask L. Patrick
Samsell, how he failed to uphold his fiduciary responsibility ,
by letting Milnes charge Municipal Utilities accounts for 80%
of the City Manager's and the City Attorney's office payroll,
which by the way is "illegal”....and countless other items ....
and oh yes, our illustrious Mayor Ann Johnston, who claims
she didnt know...well she should have known, how else can
you lead a City if you dont even know what's in the City
Charter ... and finally ask Milnes, Ingraham and Samsell ,
why when any employee didnt buy in to their questionable
practices , the employee's would be punished ....

2 Months Ago  Share

David Golen

I don't always agree with the Record's point of views, but
have begged for unbiased articles and opinions for years. I
will actually give you credit this time for putting out facts
even if they are unfavorable to the city. I like old
investigative reporting styles. Search, hunt and dig for the
information, so that the full picture can be told. Keep putting
out information like this and I may start to consider the
record as a reliable source for local news. But like others
have said, follow up and publicize the ones who refuse to
return the money. And if the City refuses to collect make
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sure it is clear why. Don't let the use the high priced
attorneys to keep them from returning the money. No other
City employees would be allowed to use them and would be
forced to get their own representation. As for the City
officials that got the illegal perks, shame on you if you don't
return it. This is why you take from the city workers that
have worked in Stockton for 30 or more years. So that you
can fill your pockets. What else are you stealing?

Kelly Carreno-Jack likes this,

2 Months Ago  Share

1stwatch1ADS

Well, the Asparagus Festival begins this weekend. The
Council will be wasting more of the hard earned tax dollars

of the Citizens of Stockton since the Festival has always
shown a loss of money for the city.

_ Kelly Carreno-Jack likes this.

2 Months Ago  Share

1stwatch1ADS

Could it be that the Council is so ignorant that they beleived
they could enter the process to file for bankruptcy, and at
the same time keep hiding the City finances? That really is
scary!

Kelly Carreno-Jack likes this,

2 Months Ago  Share

Lisa Rocco-Richards

Here is what needs to be done. Cancel all scheduled public
council meetings until further notice. In exchange use the
standard meeting times, Issue a copy of the City Charter to
the Mayor and every councilperson. REQUIRE the Mayor and
each councilperson to read aloud EACH section of the
Charter. This will all be recorded on tape to be preserved so
they can no longer claim ignorance!!!

Anthony, Kelly Carreno-Jack and 1stwatchl1ADS

like this.

2 Months Ago  Share

stocktonmom

Watched the news last night and what I heard from our
mayor was unbelievable. Our mayor is going to weigh her
options on giving the money back - give me a break. She has
over $45,000 of illegally obtained funds and needs to weigh
her options. Mike, please, please follow up on each and
every one of these council members/mayors and keep the
public updated on whether they plan to keep their illegally
obtained funds. Again, I have more respect for Fritchen after
watching the news last night. He talked to his children about
receiving something that was not his and he is giving it back.
Thank you, thank you! The fact that it took Fitz a month to
convince our city attorney that public money was being
given to our elected officials speaks volumes.
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Kelly Carreno-Jack Tikes this,

2 Months Ago  Share
LoriD

I am aware of at least two S] County employees who were
"over paid" because of a County error. After realizing the
error, the County was very quick to collect these monies. In
the case of the employee that was still working, the County
took their money back on each of his paychecks until the
total repayment reached the amount "owed". If a taxpayer
"accidentally" underpaid ANY government agency, there is
NO WAY they would be exempt from repaying. ONLY in
Stockton.

2 Months Ago  Share

fockelimited

The mayor should step down, immediately, our elected
officials should know the charter. The council shouldn't
blame staff for this fupah. Agatn blame it on misinformation,
I wonder if their medical benefits are legal or will
misinformation be the excuse also. A vote for an incumbant
would mean 4 more years of misinformation. Mayor
Johnston I wish you the best, however it's time to go back to
arranging baloons/

Kelly Carreno-Jack likes this.

2 Months Ago  Share

Peggy Jackson

The story behind the story. Mr. Fitzgerald . . . how did you
come about this story? Was it fed to you by administration
so that it would not be discovered by the State audit? I don't
think that Mr. Deis would have a problem throwing Johnston
under the bus as long as he got to Fritchen and Holman, the
two Councilmembers responsible for placing the motion
before the Council that the independent audit be made
rather than have the CM and CA conduct the audit. Had they
conducted the audit, what are the chances this would have
ever come to light? Are they trying to tidy up the house
before Mr. Chiang arrives. Nonetheless, it is still misuse of
taxpayer dollars. For 21 years not a single Councilmember
questioned the Charter language relative to retirement
benefits they were unlawfully receiving?

Kelly Carreno-Jack and 1stwatch1ADS like

this.

2 Months Ago  Share

GM

I have been telling people she was corrupt and a waste of
city money from the beginning. This all confirms what I have
been saying all along. "When the righteous are in authority,
the people rejoice: but when the wicked bears rule, the
people mourn.” Proverbs 29:2 This city is mourning in more
ways than onel!

Page 7 of 9
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Istwatch TADS, stockionmoml and

like: this.

2 Months Ago  Share
angry fem

Never use "government and honest” in the same sentence!
Oxymoron If there ever was one

1stwatch1ADS and Kelly Carreno-Jack like

this.

%1 2 Months Ago  Share

angry fem

Here we go again-- gov't playing hide the bone. When are
we going to get fiscal accounting here. Someone always
knows whats going on. When do the books get balanced?
Where is the city manager or treasurer? We need more
accountability if we are ever going to get out of this mess.
Someone had access to these funds and thats where they
should start looking, and file em-bezzlement charges. That
should prevent future looting of the taxpayers money. When
some of them go to prison it will end.

1stwatchl1ADS, stocktonmoml and Kelly Carrenp-Jack

like: this.

%2 2 Months Ago Share

Kristina

IF we are to believe the explanations of those involved....
the fact that as new hires they were sat down by "someone”
from HR who told them they HAD to choose from 3
programs for retirement ( even though part timers don't earn
retirement- ) then wouldn't that mean that ALL of the council
members are guilty of this ? You have listed the Mayor , and
then Fritchen/Holman - but what did the other council
members pick as their retirement ?77? Where did that money
go 7777 So instead of just throwing a select few under this
bus - make sure they are all on board with the truth ....
EVERY SINGLE ONE OF THEM is responsible to know and
understand THEIR city charter. IF the lawyer is not capable
of doing it and understanding it, then we have someone to
let go. I have heard Mrs. Johnston say in several interviews
it's wrong and she's angry ...yet when asked if she was
giving the money back she responded she had to go over
her options.... OPTIONS??? Option #1 - you're an honest law
abiding person who gives back something that doesn't
belong to you. Option #2 - You are a thief! ........ I can see
why she needs more time for such a tough complicated
option weighing.... (Really ??? Stocktonians would that be
hard for u 7?7 )

1stwatch1ADS, stocktonmoml and __ Kelly Carrenp-Jack

like: this.

% 2 Months Ago Share
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tg956 10Margaret M...Are you joking?? They can recover it.
The people that took it, return it T know a person that was
overpaid (at no fault of her own) and, YES, by the City of
Stockton. When it was discovered she repaid it!! It was not
her fault. It was an error made by her payroll. However, it
was still repaid. We are talking thousands of dollars. I am
sure CalPers will work with the city and take it straight out of
the retirement funds. As for the ones that have cashed out;
they should payback as well. If they have to do it in
reasonable payments, then do it in payments. Hell, they
should all have to pay interest as well!ll If they keep it, that
makes them thieves. Criminals!!

2 Months Ago  Share
More

We reserve the right to remove any content at any time from this Community,
including without limitation if it violates the Community Rules. We ask that you
report content that you in good faith believe violates the above rules by clicking
the Flag link next to the offending comment or fill out this form. New comments
are only accepted for two weeks from the date of publication.
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Exhibit F

CalPERS Actuarial Valuation as of June 30, 2010 at 5 (Miscellaneous Plan of the City of Stockton)
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California Public Employees’ Retirement System
Actuarial Office
P.O. Box 842701

\ ',/ Sacramento, CA 94229-2701
A7 v et 795 3040

(888) 225-7377 phone . (916) 795-2744 fax
CalPERS

www.calpers.ca.gov

October 2011

MISCELLANEOUS PLAN OF THE CITY OF STOCKTON (EMPLOYER # 55)
Annual Valuation Report as of June 30, 2010

Dear Employer,

As an attachment to this letter, you will find a copy of the June 30, 2010 actuarial valuation report of your pension
plan. This report contains Important actuaria!l information about your pension plan at CalPERS. Your CalPERS staff
actuary is available to discuss the report with you.

Changes Since the Prior Year's Valuation

A temporary modification to our method of determining the actuarial value of assets and amortizing gains and losses
was implemented for the valuations as of June 30, 2009 through June 30, 2011. The effect of those modifications
continue in this valuation.

There may also be changes specific to your plan such as contract amendments and funding changes.

Further descriptions of general changes are included in the “Highlights and Executive Summary” section and in
Appendix A, “Statement of Actuarial Data, Methods and Assumptions.” The effect of the changes on your rate is
included in the “Reconciliation of Required Employer Contributions,”

Future Contribution Rates

The exhibit below displays the required employer contribution rate and Superfunded status for 2012/2013 along with
estimates of the contribution rate for 2013/2014 and 201472015 and the probable Superfunded status for 2013/2014.
The estimated rate for 2013/2014 is based solely on a projection of the investment return for fiscal 2010/2011, namely
20.0%. The estimated rate for 2014/2015 uses the valuation assumption of 7.75% as the investment return for fiscal
2011/2012. See Appendix D, “Investment Return Sensitivity Analysis”, for rate projections under a variety of
investment return scenarios. Please disregard any projections that we may have provided to you in the past.

Fiscal Year Employer Contribution Rate Superfunded?
2012/2013 16.881% NO
2013/2014 17.4% (projected) NO
2014/2015 17.9% (projected) N/A

Member contributions (whether paid by the employer or the employee) are in addition to the above rates.

The estimates for 2013/2014 and 2014/2015 also assume that there are no future amendments and no liability gains
or losses (such as larger than expected pay increases, more refirements than expected, etc.). This is a very
important assumption because these gains and losses do occur and can have a significant impact on
your contribution rate. Even for the largest plans, such gains and losses often cause a change in the employer's
contribution rate of one or two percent and may be even larger in some less common instances. These gains and
losses cannot be predicted in advance so the projected employer contribution rates are just estimates. Your actual
rate for 201372014 will ba provided in next year's report.
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CalPERS

ACTUARIAL VALUATION

as of June 30, 2010
for the
MISCELLANEOUS PLAN

of the
CITY OF STOCKTON

(EMPLOYER # 55)

REQUIRED CONTRIBUTIONS
FOR FISCAL YEAR
July 1, 2012 - June 30, 2013
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEQOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

ACTUARIAL CERTIFICATION

To the best of our knowledge, this repart is complete and accurate and contains sufficient information to
disclose, fully and fairly, the funded condition of the MISCELLANEOUS PLAN OF THE CITY OF STOCKTON.
This valuation is based on the member and financial data as of June 30, 2010 provided by the various
CalPERS databases and the benefits under this plan with CalPERS as of the date this report was produced.
It is our opinion that the valuation has been performed in accordance with generally accepted actuarial
principles, In accordance with standards of practice prescribed by the Actuarial Standards Board, and that
the assumptions and methods are internally consistent and reasonable for this plan, as prescribed by the
CalPERS Board of Administration according to provisions set forth in the California Public Employees’
Retirement Law.

The undersigned listed are actuaries for CalPERS, Both are members of the American Academy of Actuaries
and the Society of Actuaries and meet the Qualification Standards of the American Academy of Actuaries to
render the actuarial opinion contained herein.

KELLY STURM, ASA, MAAA
Assoclate Pension Actuary, CalPERS
Plan Actuary

Ny .

ALAN MILLIGAN, MAAA, FCA, FSA, FCIA
Chief Actuary
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HIGHLIGHTS AND EXECUTIVE SUMMARY

¢ PURPOSE OF THE REPORY

» REQUIRED CONTRIBUTIONS
« FUNDED STATUS

« COST AND VOLATILITY

¢ CHANGES SINCE THE PRIOR VALUATION
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Purpose of the Report

This report presents the results of the June 30, 2010 actuarial valuation of the MISCELLANEOUS PLAN OF
THE CITY OF STOCKTON of the California Public Employees” Retirement System (CalPERS). The valuation

was prepared by the Plan Actuary in order to:

»  set forth the actuarial assets and accrued liabilitles of this plan as of June 30, 2010;
» certify that the actuarially required employer contribution rate of this plan for the fiscal year July 1,

2012 through June 30, 2013 is 156.881%);

+ provide actuarial information as of June 30, 2010 to the CalPERS Board of Administration and other

interested parties; and

+ provide pension information as of Juhe 30, 2010 to be used in financial reports subject to Governmental
Accounting Standards Board (GASB) Statement Number 27 for a Single Employer Defined Benefit

Pension Plan.

The use of this report for any other purposes may be inappropriate. In particular, this report does not
contain information applicable to termination or alternative benefit costs. The employer should contact thelr
actuary before disseminating any portion of this report for any reason that is not explicitly described above.

Required Contributions

Fiscal Year Fiscal Year
2011/2012 201272013
Required Employer Contributions
Employer Contribution Required (in Projected Dollars)
Payment for Normal Cost $ 7,227,757 % 6,358,087
Payment on the Amortization Bases 4,382,690 4,095,062
Total (not less than zero) $ 11,610,447 & 10,453,149
Annual Lump Sum Prepayment Option* $ 11,185,111 $ 10,070,209
Employer Contribution Required (Percentage of Payroll)
Payment for Normal Cost 10.546% 10.268%
Payment on the Amortization Bases 6.395% 6.613%
Total {not less than zero) 16.941% 16.881%

Funded Status

June 30, 2009

June 30, 2010

Present Value of Projected Benefits $ 616,224,719 § 622,602,191
Entry Age Normal Accrued Liability $ 535,150,533 $ 548,129,809
Actuarial Value of Assets (AVA) 478,673,431 495,325,729
Unfunded Liability (AVA) $ 56,477,102 % 52,804,080
Market Value of Assets (MVA) $ 345,912,268 § 383,364,117
Unfunded Liability (MVA) 189,238,265 164,765,692
Funded Status (MVA) 64.6% 69.9%
Superfunded Status No No

* Payment must be received by CalPERS before the first payroll of the new fiscal year and after June 30,
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CALPERS ACTUARIAL VALUATION - June 30, 2010

MISCELLANEGUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Cost and Volatility

Actuarial Cost Estimates in General

What will this pension plan cost? Unfortunately, there is no simple answer. There are two major reasons for
the complexity of the answer. First, all actuarial calculations, including the ones in this report, are based on
a number of assumptions about the future. These assumptions can be divided into two categories.

« Demographic assumptions include the percentage of employees that will terminate, dle, become
disabled, and retire in each future year.

+ Economic assumptions include future salary increases for each active employee, and the
assumption with the greatest impact, future asset returns at CalPERS for each year into the future
until the last dollar is paid to current members of your plan.

While CalPERS has set these assumptions to reflect our best estimate of the real future of your plan, it must
be understood that these assumptions are very long term predictors and will surely not be realized in any
one year. For example, while the asset earnings at CalPERS have averaged more than the assumed return
of 7.75% for the past twenty year period ending June 30, 2011, returns for each fiscal year ranged from
-24% to +20.7%

Second, the very nature of actuarial funding produces the answer to the question of plan cost as the sum of
two separate pieces.
o The Normal Cost (l.e., the future annual premiums in the absence of surplus or unfunded lability)
expressed as a percentage of total active payroll.
¢ The Past Service Cost or Accrued Liahility (i.e., the current value of the benefit for all credited past
service of current members) which is expressed as a lump sum dollar amount.

The cost is the sum of a percent of future pay and a lump sum dollar amount (the sum of an apple and an
orange if you will). To communicate the total cost, either the Normal Cost (i.e., future percent of payroll)
must be converted to a lump sum dollar amount (in which case the total cost is the present value of
benefits), or the Past Service Cost (i.e., the lump sum) must be converted to a percent of payroll (in which
case the total cost is expressed as the employer’s rate, part of which is permanent and part temporary).
Converting the Past Service Cost lump sum to a percent of payroll requires a specific amortization period,
and the employer rate will vary depending on the amortization period chosen.

Rate Volatility

As Is stated above, the actuarial calculations supplied in this communication are based on a number of
assumptions about very long term demographic and economic behavior. Unless these assumptions
(terminations, deaths, disabilities, retirements, salary growth, and investment return) are exactly realized
each year, there will be differences on a year to year basis. The year-to-year differences between actual
experience and the assumptions are called actuarial gains and losses and serve to lower or raise the
employer’s rates from one vear to the next. Therefore, the rates will inevitably fluctuate, especially due to
the ups and downs of investment returns.

Plans that have higher asset to payroll ratios produce more volatile employer rates due fo investment
return. On the following page we have shown your volatility index, a measure of the plan’s potential future
rate volatility. It should be noted that this ratio increases over time but generally tends to stabilize as the
plan matures.
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEQUS PLAN OF THE CITY OF STOCKTON

EMPLOYER NUMBER 55
Rate Volatility As of June 30, 2010
Market Value of Assets without Receivables $ 382,853,512
Payroll 56,256,198
Yolatility Index 6.8

Chaﬁges since the Prior Valuation

Actuarial Assumptions

There were no changes made to the actuarial assumptions since the prior year's actuarial valuation. The
only exception would be changes necessary to reflect a benefit amendment.

Actuarial Methods

A method change was adopted by the CalPERS Board in June 2009. We are in the second year of a 3-year
temporary change to the asset smoothing method and the amortization of gains and losses in order to
phase in the impact of the -24% investment loss experfenced by CalPERS in fiscal year 2008-2009. The
following changes were adopted:

« Increase the corridor limits for the actuarial value of assets from 80%-120% of market value
to 60%-140% of market value on June 30, 2009

«  Reduce the corridor limits for the actuarial value of assets to 70%-130% of market value on
June 30, 2010

s Return to the 80%-120% of market value corridor limits for the actuarial value of assets on
June 30, 2011 and thereafter

» Isolate and amortize all gains and losses during fiscal year 2008-2009, 2009-2010 and 2010-
2011 over fixed and declining 30 year periods (as opposed to the current roling 30 year
amortization)

A complete description of all methods is in Appendix A. The detailed calculation of the actuarial value of
assets is shown in the *Development of the Actuarial Value of Assets.”

Benefits

The standard actuarial practice at CalPERS is to recognize mandated legislative benefit changes in the first
annual valuation whose valuation date follows the effective date of the legistation. Voluntary benefit
changes by plan amendment are generally included in the first valuation that is prepared after the
amendment becomes effective even if the valuation date is prior to the effective date of the amendment.

This valuation generally reflects plan changes by amendments effective before the date of the report.
Please refer to Appendix B for a summary of the plan provisions used in the valuation. The effect of any
mandated benefit changes or plan amendments on the unfunded liability is shown in the “(Gain)/Loss
Analysis” and the effact on your employer contribution rate is shown in the “Reconciliation of Required
Employer Contributions”. It should be noted that no change in liability or rate is shown for any plan
changes which were already included in the prior year’s valuation.

f 159
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SUMMARY OF LIABILITIES AND RATES

*

DEVELOPMENT OF ACCRUED AND UNFUNDED LIABILITIES
{GAIN) / LOSS ANALYSIS

SCHEDULE OF AMORTIZATION BASES

RECONCILIATION OF REQUIRED EMPLOYER CONTRIBUTIONS
EMPLOYER CONTRIBUTION RATE HISTORY

FUNDING HISTORY
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Development of Accrued and Unfunded Liabilities

1L

Present Value of Projected Benefits

a) Active Members

b) Transferred Members

¢) Terminated Members

d) Members and Beneficiaries Receiving Payments
e) Total

Present Value of Future Employer Normal Costs
Present Value of Future Employee Contributions

Entry Age Normal Accrued Liability

a) Active Members [(1a) - (2) - (3)]

b) Transferred Members (1h)

¢) Terminated Members (1c)

d) Members and Beneficiaries Receiving Payments (1d)
e) Total

Actuarial Value of Assets

Unfunded Accrued Liability [(4e)} — (5)]

&

A &R

265,456,947
21,827,071
8,228,900
327,089,273

622,602,191
43,204,212
31,268,170

190,984,565
21,827,071

8,228,900
327,089,273

548,129,809
495,325,729

52,804,080

=
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEGUS PLAN OF THE CIiTY OF STOCKTON
EMPLOYER NUMBER 55

(Gain)/Loss Analysis 6/30/09 - 6/30/10

To calculate the cost requirements of the plan, assumptions are made about future events that affect the
amount and timing of benefits to be pald and assets to be accumulated. Each year actual experience Is
compared to the expected experience based on the actuarial assumptions. This results in actuarial gains or
losses, as shown below,

A Total (Gain)/Loss for the Year¥

PHND D WN

Unfunded Accrued Liability (UAL) as of 6/30/09

Expected Payment on the UAL during 2009/2010

Interest through 6/30/10 [.0775 x (A1) - {(1.0775)" - 1) x (A2)]
Expected UAL before all other changes [(AL) - (A2) + (A3)]
Change due to plan changes

Change due to assumption change

Expected UAL after all other changes [{A4) + (A5) + (A6)]
Actual UAL as of 6/30/10

Total (Gain)/Loss for 2009/2010 [(AB) - (A7}]

B Contribution {(Gain)/Loss for the Year

1
P
3.
4.
5.
6
7

Expected Contribution (Employer and Employee)
Interest on Expected Contributions

Actual Contributions

Interest on Actual Contributions

Expected Contributions with Interest {(B1) + (B2))
Actual Contributions with Interest [{B3) + (B4)]
Contribution (Gain)/Loss [(B5) - (B6)]

C Asset (Gain)/Loss for the Year

1
2
3
4.
5.
6.
7
8
9

10.
11.
12,

Actuarial Value of Assets as of 6/30/09 Including Receivables
Receivables as of 6/30/09

Actuarial Value of Assets as of 6/30/09

Contributions Received

Benefits and Refunds Paid

Transfers/Misc. Adjustments

Expected Int. [.0775 x {(C3) + ((1.0775)" - 1) x ((C4) + (C5) + (C6))]
Expected Assets as of 6/30/10 [(C3) + (C4) + (C5) + (€8} + (C7))
Recelvables as of 6/30/10

Expected Assets Including Receivables

Actual Actuarial Value of Assets as of 6/30/10

Asset (Gain)/Loss [(C10) - (C11)]

D Liability (Gain)/Loss for the Year

1.

2.
3.
4

Total (Gain)/Loss (A9)

Contribution {Gain)/Loss (B7)

Asset {Gain)/Loss (C12)

Liability (Gain)/Loss [(D1) - (D2) - (D3}]

Development of the (Gain)/Loss Balance as of 6/30/10%%

1.
2.
3.
4.

{Gain)/Loss Balance as of 6/30/09

Payment Made on the Balance during 2009/2010

Interest through 6/30/10 [.0775 x (1) - ({(1.0775) - 1) x (2)]
Scheduled (Gain)/Loss Balance as of 6/30/10 [{1) - (2} + (3)]

$

$

56,477,102
1,631,651
4,314,929

59,160,380

0
0
59,160,380
52,804,080

(6,356,300)

12,911,772
490,996
12,994,105
494,127
13,402,768
13,488,232

(85,464)

478,673,431
567,753
478,105,678
12,994,105

(24,922,266)
33,975
36,600,890
502,812,382
510,605
503,322,987
495,325,729

7,997,258

(6,356,300)
(85,464)
7,997,258

(14,268,094)

17,338,708
138,492
1,338,483

18,538,699

* The Total (Gain)/Loss for 2009/2010 is being amortized over a fixed and declining 30-year period and is

shown as “Spedial (Gain)/Loss" in the “Schedule of Amortization Bases” on the following page.

#*% Thig {Gain)/Loss represents the 6/30/10 balance of the accumulation of (gains)/losses through 6/30/08
and is amortized using a rolling 30-year period. Gains and losses incurred after 6/30/2011 will again
accumulate to this base.
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Reconciliation of Required Employer Contributions

Percentage Estimated $

of Based on
Projected Projected
Payroll Payroll
1. Contribution for 7/1/11 — 6/30/12 (from prior year annual report) 16.941% $ 11,610,447
2. Effect of changes since the prior year annual valuation
a) Effect of unexpected changes in demographics and financial results (0.060%) (36,794)
b) Effect of plan changes 0.000% 0
¢) Effect of changes in Assumptions 0.000% 0
d) Effect of change in payroll - (1,120,504)
e) Effect of elimination of amortization base 0.000% 0
f) Effect of changes due to Fresh Start 0.000% 0
g) Net effect of the changes above [Sum of (a) through ()] {0.060%) {1,157,298)
3. Contribution for 7/1/12 - 6/30/13 {(1)+{2g)] 16.881% 10,453,149

The contribution actually paid (item 1) may be different if a prepayment of unfunded actuarial liability is
made or a plan change became effective after the prior year's actuarial valuation was performed.
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EMPLOYER NUMBER 55

Case 12-32118 Doc 478 Page 55 of 159

CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANECUS PLAN OF THE CITY OF STOCKTON

Employer Contribution Rate History

The table below provides a recent history of the employer contribution rates for your plan, as determined by
the annual actuarial valuation. It does not account for prepayments or benefit changes made in the middle

of the vear.

Required By Valuati

Funding History

Fiscal Employer Total Employer
Year Normal Cost Unfunded Rate Contribution Rate
2008 - 2009 10.825% 2.065% 12.890%
2009 - 2010 10.871% 2.213% 13.084%
2010 - 2011 10.844% 3.243% 14.087%
2011 - 2012 10.546% 6.395% 16.941%
2012 - 2013 10.268% 6.613% 16.881%

The Funding History below shows the recent history of the actuarial accrued liability, the market value of
assets, the actuarial value of assets, funded ratios and the annual covered payroll. The Actuarial Value of
Assets is used to establish funding requirements and the funded ratio on this basis represents the progress
toward fully funding future benefits for current plan participants. The funded ratic based on the Market
Value of Assets is an indicator of the short-term solvency of the plan.

Valuation Accrued Actuarial Market Value Funded Annual
Date Liability Value of of Ratio Covered
Assets (AVA) Assets (MVA) AVA MVA Payroll
06/30/06 421,341,956 $ 370,043,659 $ 393,067,284 87.8% 93.3% % 53,640,119
06/30/07 453,621,297 434,989,302 500,599,835 95.9% 110.4% 57,119,972
06/30/08 491,467,308 460,950,350 467,269,585 93.8% 95.1% 66,743,768
06/30/08 535,150,533 478,673,431 345,912,268 89.4% 64.6% 62,265,227
06/30/10 548,129,809 495,325,729 383,364,117 90.4% 69.9% 56,256,198
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SUMMARY OF ASSETS

RECONCILIATION OF THE MARKET VALUE OF ASSETS

L ]

DEVELOPMENT OF THE ACTUARIAL VALUE OF ASSETS

ASSET ALLOCATION

CALPERS HISTORY OF INVESTMENT RETURNS
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Reconciliation of the Market Value of Assets

PNDU D W

L el =
W N o P

Market Value of Assets as of 6/30/09 Including Receivables
Receivables for Service Buybacks as of 6/30/09

Market Value of Assets as of 6/30/0%

Employer Contributions

Employee Contributions

Benefit Payments to Retirees and Beneficiaries

Refunds

Lump Sum Payments

Transfers and Miscellaneous Adjustments

Investment Return

Market Value of Assets as of 6/30/10

Receivables for Service Buybacks as of 6/30/10

Market Value of Assets as of 6/30/10 Including Receivables

$

345,912,268
567,753
345,344,515
7,924,913
5,069,192
(24,671,196)
(230,347)
(20,723)
33,975
49,403,186

382,853,512
510,605
383,364,117

Development of the Actuarial Value of Assets

W NG WA W

el e e
PCRNOTHIWN D!

Actuarial Value of Assets as of 6/30/09 Used For Rate Setting Purposes
Receivables for Service Buybacks as of 6/30/09

Actuarial Value of Assets as of 6/30/09

Employer Contributions

Employee Conttibutions

Benefit Payments to Retirees and Beneficiaries

Refunds

Lump Sum Payments

Transfers and Miscellanecus Adjustments

Expected Investment Income at 7.75%

. Expected Actuarial Value of Assets
. Market Value of Assets as of 6/30/10
. Preliminary Actuarial Value of Assets [(11) + {((12) - (11)) / 15]

Maximum Actuarial Value of Assets (130% of (12))

. Minimum Actuarial Value of Assets (70% of (12))

Actuarial Value of Assets {Lesser of [(14), Greater of ((13), (15)]}
Actuarial Value to Market Value Ratio

Receivables for Service Buybacks as of 6/30/10

Actuarial Value of Assets as of 6/30/10 Used for Rate Setting Purposes

$

G o

478,673,431
567,753
478,105,678
7,924,913
5,069,192
(24,671,196)
(230,347)
(20,723)
33,975
36,600,890

502,812,382
382,853,512
494,815,124
497,709,566
267,997,458
494,815,124

129.2%

510,605
495,325,729
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON

EMPLOYER NUMBER 55

Asset Allocation

CalPERS follows a strategic asset allocation policy that identifies the percentage of funds to be invested in
each asset class. The current target allocation was adopted by the Board in December 2010.

The asset aflocation and market value of assets shown below reflect the values of the Public Employees

Retirement Fund (PERF) in its entirety as of June 30, 2010.

The assets for CITY OF STOCKTON

MISCELLANEQUS PLAN are part of the Public Employees Retirement Fund (PERF) and are invested

accordingly.
(8) © (D)
(A) Market Value Current Current
Asset Class ($ Billion) Allocation Target
1) Short-term Investments 9.3 4.6% 4.0%
2) Total Global Fixed Income 53.4 26.2% 16.0%
3) Total Equities 91.9 45.1% 49.0%
4) Inflation Linked (ILAC) 5.0 2.5% 4.0%
5) Total Real Estate 15.2 7.5% 13.0%
6) Alternative Investments 28.7 14.1% 14.0%
Total Fund 203.5¢ 100.0% 100.0%
14.1% 4.6% Short-term
Alternative Investments
Investments '

7.5% Real 4
Estate 2

2.5% ILAC

45.1% Total
Equites

26.2% Fixed
Income

! Differences between investment values above and the values on the Summary of Investments on
page 23 of the Comprehensive Annual Financial Report (Year Ended June 30, 2010) are due to

differences in reporting metheds. The Summary of Investments includes Net Investment

Receivables/Payables.

Page 20
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEQUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

CalPERS 20-Year History of Investment Returns

The following is a chart with historical annual returns of the Public Employees Retirement Fund for each
fiscal year ending on June 30. Beginning with June 30, 2002 the figures are reported as gross of fees.
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SUMMARY OF PARTICIPANT DATA

*  SUMMARY OF VALUATION DATA
» ACTIVE MEMBERS

e TRANSFERRED AND TERMINATED MEMBERS

» RETIRED MEMBERS AND BENEFICIARIES
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CALPERS ACTUARIAL VALUATION - June 30, 2010

MISCELLANEOUS PLAN OF THE CITY OF STOCKTON

EMPLOYER NUMBER 55

Summary of Valuation Data

1. Active Members
a) Counts
b) Average Attained Age
¢) Average Entry Age to Rate Plan
d) Average Years of Service
e) Average Annual Covered Pay
f) Annual Covered Payroll

g) Projected Annual Payroll for Contribution Year

h) Present Value of Future Payroll

2. Transferred Members
a) Counts
b) Average Attained Age
¢} Average Years of Service
d) Average Annual Covered Pay

3. Terminated Members
a) Counts
b} Average Attained Age
¢) Average Years of Service
d) Average Annual Covered Pay

4, Retired Members and Beneficiaries
a) Counts
b) Average Attained Age
¢) Average Annual Benefits

5. Active to Retired Ratio

June 30, 2009

1,025
47.37
35.48
11.89

$ 60,747

62,265,227
68,535,527
478,003,811

522
42.61
2.51

$ 75,566

483
43.40
2.46

$ 34,505

1,516
69.64

$ 14,925

0.68

June 30, 2010

894
47.03

35.07

11.96
62,926
56,256,198
61,921,370
446,688,238

494
42.60
2.50
77,496

509
44.02
2.52
36,476

1,622
69.37
15,709

0.55

Counts of members included in the valuation are counts of the records processed by the valuation. Multiple
records may exist for those who have service in more than one valuation group. This does not result in

double counting of labilities.
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CALPERS ACTUARTAL VALUATION - June 30, 2010
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Active Members

Counts of members included in the valuation are counts of the records processed by the valuation. Multiple
records may exist for those who have service in more than one valuation group. This does not result in
double counting of labilities.

Distribution of Active Members by Age and Service

Years of Service at Valuation Date

Attained .
Age 0-4 5-9 10-14 15-19 20-25 25+ Total
15-24 7 ‘ 0 0 0 0 0 7
25-29 57 9 0 0 0 ] 66
30-34 35 13 6 0 0 0 54
35-39 45 26 23 2 0 0 96
40-44 48 24 35 17 5 0 129
45-49 30 20 41 30 21 13 155
50-54 36 24 26 37 26 35 184
55-59 11 22 20 23 25 19 120
60-64 11 13 13 8 6 14 65

65 and over 5 6 3 2 2 0 18
All Ages 285 157 167 119 85 81 894
Distribution of Average Annual Salaries by Age and Service
Years of Service at Valuation Date

Attained
Age 0-4 5-9 10-14 15-19 20-25 25+ Average
15-24 $36,443 $0 $0 $0 $0 $0 $36,443
25-29 47,641 60,691 0 0 0 0 49,420
30-34 53,079 68,355 52,518 0 0 0 56,694
35-39 52,820 60,537 67,103 77,064 0 0 58,837
40-44 53,039 75,461 64,845 69,124 62,320 0 62,893
45-49 56,942 65,640 66,645 72,140 77424 74,755 67,841
50-54 66,183 70,074 68,339 68,727 61,065 66,090 66,766
55-59 57,259 62,605 58,477 65,071 67,276 71,452 64,274
60-64 63,597 75,668 58,680 85,386 71,718 76,507 71,240

65 and over 21,118 46,134 46,766 60,979 63,945 0 42,9189

AllAges  $53,603 $66,575 $64,132 $70,068 $67,827  $70,539 $62,926
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Transferred and Terminated Members

Distribution of Transfers to Other CalPERS Plans by Age and Service

Years of Service at Valuation Date

Attained Average
Age 0-4 5-9 10-14 15-19 20-25 25+ Total Salary
15-24 4 0 0 0 0 0 4 $58,597
25-25 57 ¢ 0 0 0 0 57 70,441
30-34 94 2 1 ] 0 0 97 75,656
35-39 67 5 0 0 0 0 72 78,257
40-44 44 9 1 0 0 0 54 76,142
45-49 44 11 3 2 0 0 60 86,363
50-54 47 11 6 4 0 0 68 81,001
55-59 43 9 0 1 1 0 54 74,024
60-64 18 6 0 1 0 0 25 85,814
65 and over 3 0 0 0 0 0 3 38,769
All Ages 421 53 11 8 1 0 494 77,456

Distribution of Terminated Participants with Funds on Deposit by Age and Service

Years of Service at Valuation Date

Attained Average
Age 0-4 5-9 10-14 15-19 20-25 25+ Total Salary
15-24 12 0 0 0 0 0 12 $27,421
25-29 73 0 0 0 0 73 32,025
30-34 65 1 0 4] 0 66 37,952
35-39 51 1 0 0 0 54 36,784
40-44 51 10 3 0 2 0 66 41,383
45-49 51 2 1 1 0 64 38,698
50-54 48 5 1 1 0 64 38,556
55-59 38 15 1 1 1 0 56 34,657
60-64 24 6 o 0 0 38 32,688
65 and over 14 2 0 0 0 0 16 34,364
All Ages 427 55 19 3 5 0 509 36,476
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MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Retired Members and Beneficiaries

Distribution of Retirees and Beneficiaries by Age and Retirement Type*

Non- Non- Death
Attained Service Industrial Industrial Industrial Industrial After
Age Retirement Disabhility  Disability Death Death Retirement  Total
Under 30 0 0 0 i 0 2 3
30-34 0 0 1 0 0 1 2
35-39 0 0 1 0 0 0 1
40-44 0 6 4 0 0 2 12
45-49 0 2 0 0 0 8 10
50-54 43 8 4 0 0 2 57
55-59 194 11 12 i 0 12 230
60-64 317 20 15 0 0 15 367
65-69 219 12 5 0 0 19 255
70-74 141 6 0 4 0 31 182
75-79 129 15 0 0 0 35 179
80-84 107 4 1 0 0 47 159
85 and Over 87 16 0 1 0 60 164
All Ages 1237 100 43 7 0 234 1,621
Distribution of Average Annual Amounts for Retirees and Beneficiaries by Age
and Retirement Type*
Non- Non- Death
Attained Service Industrial  Industrial  Industrial Industrial After
Age Retirement  Disability  Disability Death Death Retirement  Average
Under 30 $0 $0 50 $3,830 $0 $3,621 $3,690
30-34 0 0 163 0 0 4,244 2,204
35-39 0 0 128 0 0 0 128
40-44 0 13,613 1,225 0 0 7,258 8,424
45-45 0 2,677 0 0 0 15,980 13,320
50-54 9,326 11,169 304 0 0 8,236 8,914
55-59 19,741 10,719 2,297 13,063 0 13,772 18,059
60-64 21,982 9,462 4,646 0 ¢ 9,441 20,079
65-69 21,945 10,144 3,361 0 0 10,256 20,154
70-74 15,401 12,202 0 6,767 0 12,151 14,552
75-79 13,977 6,605 0 0 0 9,597 12,503
80-84 12,200 4,186 54 0 0 9,523 11,131
85 and Qver 9,694 5,628 0 31 0 7,751 8,527
All Ages $17,889 $8,843 $2,803 $6,285 $0 $9,817 $15,715
Page 28
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CALPERS ACTUARIAL VALUATION - June 30, 2010
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Retired Members and Beneficiaries (continued)

Distribution of Retirees and Beneficiaries by Years Retired and Retirement Type*

Non- Non- Death
Years Service Industrial Industrial Industrial Industrial After
Retired Retirement  Disability  Disability Death Death Retirement Total
Under 5 Yrs 435 7 13 2 0 85 542
59 309 10 21 0 0 62 402
10-14 193 21 4 0 0 34 252
15-19 127 29 2 4 0 10 172
20-24 90 14 1 0 0 4 109
25-29 61 8 1 0 0 20 90
30 and Over 22 11 1 1 0 19 54
All Years 1237 100 43 7 0 234 1,621

Distribution of Average Annual Amounts for Retirees and Beneficiaries by Years Retired and

Retirement Type*
Non- Non- Death
Years Service Industrial Industrial Industrial  Industrial After
Retired  Retirement  Disability  Disability Death Death Retirement  Average
Under 5 Yrs $22,677 $13,231 $2,138 $8,447 $0 $11,364 $20,236
5-9 19,139 8,665 4,145 0 0 9,900 16,670
10-14 15,825 13,018 1,223 0 0 8,372 14,354
15-19 13,333 8,879 227 6,767 0 17,057 12,493
20-24 9,534 - 5,392 78 0 0 8,773 8,887
25-29 9,757 3,608 125 0 0 6,579 8,397
30 and Over 6,785 6,350 54 31 0 5,037 5,832
All Years $17,889 $8,843 $2,803 $6,285 $0 $9,817 $15,715

* Counts of members do not include aliernate payees receiving benefits while the member is still working.
Therefore, the total counts may not match information on page 25 of the report. Multiple records may exist for
those who have service in more than one coverage group, This does not result in double counting of liabilities.
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CALPERS ACTUARIAL VALUATION ~ June 30, 2010 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial Data

As stated in the Actuarial Certification, the data which serves as the basis of this valuation has been
obtained from the various CalPERS databases. We have reviewed the valuation data and believe that it is
reasonable and appropriate in aggregate. We are unaware of any potential data issues that would have a
material effect on the results of this valuation, except that data does not always contain the latest salary
information for former members now in reciprocal systems and does not recognize the potential for
unusually large salary deviation in certain cases such as elected officials, Therefore, salary information in
these cases may hot be accurate. These situations are relatively infrequent, however, and when they do
occur, they generally do not have a material Impact on the employer contribution rates,

Actuarial Methods

Funding Method

The actuarial funding method used for the Retirement Program is the Entry Age Normal Cost Method.
Under this method, projected henefits are determined for all members and the associated liabilities are
spread In a manner that produces level annual cost as a percent of pay in each year from the age of hire
(entry age) to the assumed retirement age. The cost allocated to the current fiscal year is called the normal
cost.

The actuarial accrued fiability for active members is then calculated as the portion of the total cost of the
plan allocated to prior years. The actuarial accrued liability for members currently receiving benefits, for
active members beyond the assumed retirement age, and for members entitled to deferred benefits, is
equal to the present value of the benefits expected to be paid. No normal costs are applicable for these
participants.

The excess of the total actuarial accrued liability over the actuarial value of plan assets is called the
unfunded actuarial accrued liability. Funding requirements are determined by adding the normal cost and
an amortization of the unfunded liability as a level percentage of assumed future payrolls. All changes in
liability due to plan amendments, changes in actuarial assumptions, or changes in actuarial methodology are
amortized separately over a 20-year period. All gains or fosses are tracked and amortized over a rolling 30-
year period with the exception of special gains and losses in fiscal years 2008-2009, 2009-2010 and 2010-
2011. Each of these years’ gains or losses will be isolated and amortized over fixed and declining 30 year
periods (as opposed to the current rolling 30 year amortization). If a plan’s accrued liability exceeds the
actuarial value of assets, the annual contribution with respect to the total unfunded liability may not be less
than the amount produced by a 30-year amortization of the unfunded liability.

Additional contributions will be required for any plan or pool if their cash flows hamper adequate funding
progress by preventing the expected funded status on a market value of assets basis of the plan to either:

* Increase by at least 15% by June 30, 2043; or
« Reach a level of 75% funded by June 30, 2043

The necessary additional contribution will be obtained by changing the amortization period of the gains and
fosses prior to 2009 to a period which will result in the satisfaction of the above criteria. CalPERS actuaries
will reassess the criteria above when performing each future vatuation to determine whether or not
additional contributions are necessary.

An exception to the funding rules above is used whenever the application of such rules results in
inconsistencies. In these cases a “fresh start” approach is used. This simply means that the current
unfunded actuarial liability is projected and amortized over a set number of years. As mentioned above, if
the annual contribution on the total unfunded liability was less than the amount produced by a 30-year
amortization of the unfunded liability, the plan actuary would Implement a 30-year fresh start. However, in
the case of a 30-year fresh start, just the unfunded liability not already in the (gain)/loss base (which
already is amortized over 30 years} will go into the new fresh start base. In addition, a fresh start is needed
in the following situations:
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CALPERS ACTUARIAL VALUATION - June 30, 2010 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

1) when a positive payment would be required on a negative unfunded actuarial lability (or
conversely a negative payment on a positive unfunded actuarial liability); or

2)  when there are excess assets, rather than an unfunded lability, In this situation a 30-year fresh
start Is used, unless a longer fresh start is needed to avoid a negative total rate,

It should be noted that the actuary may choose to use a fresh start under other dircumstances. In all cases,
the fresh start period Is set by the actuary at what he deems appropriate, and will not be less than five
years nor greater than 30 years.

Asset Valuation Method

In order to dampen the effect of short term market value fluctuations on employer contribution rates, the
following asset smoothing technique is used. First an Expected Vaiue of Assets is computed by bringing
forward the prior year’s Actuarial Value of Assets and the contributions recelved and benefits paid during the
year at the assumed actuarial rate of return. The Actuarial Value of Assets Is then computed as the
Expected Value of Assets plus one-fifteenth of the difference between the actual Market Value of Assets and
the Expected Value of Assets as of the valuation date. However in no case will the Actuarial Value of Assets
be less than 80% or greater than 120% of the actual Market Value of Assets.

In June 2009, the CalPERS Board adopted changes to the asset smoothing method in order to phase in over
a three year period the impact of the -24% investment loss experienced by CalPERS in fiscal year 2008-
2009. The following changes were adopted:

¢ Increase the corridor limits for the actuarial value of assets from 80%-120% of market value to
60%-140% of market value on June 30, 2009

s  Reduce the corridor limits for the actuarial value of assets to 70%-130% of market value on June
30, 2010

«  Retumn to the 80%-120% of market value corridor limits for the actuarial value of assets on June
30, 2011 and thereafter

Miscellaneous

‘Superfunded Status

If & rate plan is superfunded (actuarial value of assets exceeds the present value of benefits), as of the
most recently completed annual valuation, the employer may cover their employees” member contributions
(both taxed and tax-deferred) using their employer assets during the fiscal year for which this valuation
applies. This would entail transferring assets within the Public Employees’ Retirement Fund (PERF) from the
employer account to the member accumulated contribution accounts. This change was implemented
effective January 1, 1999 pursuant to Chapter 231 (Assembly Bill 2099) which added Government Code
Section 20816.

Superfunded status applies only to individual plans, not risk pools. For rate plans within a risk pool,
actuarial value of assets Is the sum of the rate plan’s side fund plus the rate plan’s pro-rata share of non-
side fund assets.

Internal Revenue Code Section 415

The limitations on benefits imposed by Internal Revenue Code Section 415 were not taken inte account in
this valuation. The effect of these limitations has been deemed immaterial on the overall results.

Internal Revenue Code Section 401(a)(17)
The limitations on compensation imposed by Internal Revenue Code Section 401(a)(17) were taken into

account in this valuation. Each year the impact of any changes in this compensation limitation since the
prior valuation is included and amortized as part of the actuarial gain or loss base.

A-2
69 of 159



Case 12-32118 Doc 478 Page 70 of 159

CALPERS ACTUARIAL VALUATION - June 30, 2010

STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

APPENDIX A

Actuarial Assumptions

Economic Assumptions

Investment Return

7.75% compounded annually (net of expenses). This assumption is used for all plans.

Salary Growth

Annual increases vary by category, entry age, and duration of service. Sample assumed increases

are shown below.

Public Agency Miscellaneous

Duration of Service Entry Age 20 Entry Age 30 Entry Age 40

0 0.1445 0.1265 0.1005
1 0.1215 0.1075 0.0875
2 0.1035 0.0935 0.0775
3 0.0905 0.0825 0.0695
4 0.0805 0.0735 0.0635
5 0.0725 0.0675 0.0585
10 0.0505 0.0485 0.0435
15 0.0455 0.0435 0.0385
20 0.0415 0.0395 0.0355
25 0.0385 0.0385 0.0355
30 0.0385 0.0385 0.0355
Public Agency Fire
Duration of Service Entry Age 20 Entry Age 30 Entry Age 40
0 0.1075 0.1075 0.1045
1 0.0975 0.0965 0.0875
2 0.0895 0.0855 0.0725
3 0.0825 0.0775 0.0625
4 0.0765 0.0705 0.0535
5 0.0715 0.0645 0.0475
10 0.0535 0.0485 0.0375
15 0.0435 0.0415 0.0365
20 0.0395 0.0385 0.0355
25 0.0375 0.0375 0.0355
30 0.0375 0.0375 0.0355

Public Agency Police

Duration of Service Entry Age 20 Entry Age 30  Entry Age 40

0.1115
0.0955
0.0835
0.0745
0.0675
0.0615
0.0475
0.0435
0.0395
0.0375
0.0375

0.1115
0.0955
0.0835
0.0725
0.0635
0.0575
0.0445
0.0415
0.0385
0.0365
0.0365

0.1115
0.0955
0.0805
0.0665
0.0575
0.0505
0.0365
0.0355
0.0355
0.0355
0.0355

AR of 159



Case 12-32118 Doc 478 Page 71 of 159 .
CALPERS ACTUARIAL VALUATION — June 30, 2010 APPENDIX A

STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Public Agency County Peace Officers
Duration of Service Entry Age 20 Entry Age 30 Entry Age 40

0 0.1315 0.1315 0.1315
1 0.1115 0.1085 0.1055
2 0.0965 0.0915 0.0865
3 0.0845 0.0795 0.0735
4 0.0755 0.0695 0.0635
5 0.0685 0.0625 0.0555
10 0.0485 0.0445 0.0405
15 0.0435 0.0405 0.0385
20 0.0355 0.0385 0.0365
25 0.0375 0.0365 0.0355
30 0.0375 0.0365 0.0355

e The Miscellaneous salary scale is used for Local Prosecutors.
o The Police salary scale is used for Other Safety, Local Sheriff, and School Police.

Overall Payroll Growth
3.25% compounded annually (used in projecting the payroll over which the unfunded liability is
amortized). This assumption is used for all plans.

Inflation
3.00% compounded annually. This assumption is used for all plans.

Non-valued Potential Additional Liabilities
The potential Hability loss for a cost-of-living increase exceeding the 3% inflation assumption, and
any potential liability loss from future member sarvice purchases are not reflected in the valuation.

Miscellaneous Loading Factors

Credit for Unused Sick Leave
Final Average Salary is increased by 1% for those plans with the provision providing Credit for
Unused Sick Leave.

Conversion of Employer Paid Member Contributions (EPMC)
Final Average Salary is increased by the Employee Contribution Rate for those plans with the
provision providing for the Conversion of Employer Paid Member Contributions (EPMC) during the
final compensation period.

Norris Decision (Best Factors)
Employees hired prior to July 1, 1982 have projected benefit amounts increased in order to reflect
the use of “Best Factors” in the calculation of optional benefit forms. This is due to a 1983 Supreme
Court decision, known as the Norris decision, which required males and females to be treated
equally in the determination of benefit amounts. Consequently, anyone already employed at that
time Is given the best possible conversion factor when optional benefits are determined. No loading
is necessary for employees hired after July 1, 1982,
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APPENDIX A

Demographic Assumptions

Pre-Retirement Mortality
Non-Industrial Death Rates vary by age and gender. Industrial Death rates vary by age. See
sample rates in table below. The non-industrial death rates are used for all plans. The industrial
death rates are used for Safety Plans {except for Local Prosecutor safety members where the

corresponding Miscellaneous Plan does not have the Industrial Death Benefit).

Non-Industrial Death

{Not Job-Related)

Industrial Death
{Job-Related)

Age Male Female Male and Female
20 0.00047 0.00016 0.00003
25 0.00050 0.00026 0.00007
30 0.00053 0.00036 0.00010
35 0.00067 0.00046 0.00012
40 0.00087 0.00065 0.00013
45 0.00120 0.00093 0.00014
50 0.00176 0.00126 0.00015
55 0.00260 0.00176 0.00016
60 0.00395 0.00266 0.00017
65 0.00608 0.00419 0.00018
70 0.00914 0.00649 0.00019
75 0.01220 0.00878 0.00020
80 0.01527 0.01108 0.00021

Miscellaneous Plans usually have Industrial Death rates set to zero unless the agency has specdifically
contracted for Industrial Death benefits. If so, each Non-Industrial Death rate shown above will be
split into two components: 99% will become the Non-Industrial Death rate and 1% will become the
Industrial Death rate,

Post-Retirement Mortality
Rates vary by age, type of retirement and gender. See sample rates in table below, These rates
are used for all plans.

Healthy Recipients

Non-Industrially Disabled Industrially Disabled

(Not Job-Related)

(Job-Related)

Age Male Female Male Female Male Female
50  0.00239  0.00125 0.01632 0.01245 0.00443 0.00356
55  0.00474  0.00243 0.01936 0.01580 0.00563 0.00546
60  0.00720 0.00431 0.02283 0.01628 0.00777 0.00798
65 0.01069 0.00775 0.03174 0.01969 0.01388 0.01184
70 0.01675  0.01244 (.03870 0.03019 0.02236 0.01716
75 0.03080 0.02071 0.06001 0.03915 0.03585 0.02665
80 0.05270 0.03749 0.08388 0.05555 0.06926 (0.04528
85  0.09775  0.07005 0.14035 0.08577 0.11799 0.08017
90  0.16747  0.12404 0.21554 0.14949 0.16575 0.13775
95  0.25659  0.21556 0.31025 0.23055 0.26108 0.23331
100  0.34551 0.31876 0.45905 0.37662 0.40918 0.35165
105  0.,58527  0.56093 0.67923 0.61523 0.64127 0.60135
110 1.00000 1.00000 1.00000 1.00000 1.00000 1.00000
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Marital Status
For active members, a percentage married upon retirement is assumed according to the following
table.
Member Category Percent Married
Miscellaneous Member 85%
Local Police 0%
Local Fire 90%
QOther Local Safety 0%
School Police 90%
Age of Spouse

It is assumed that female spouses are 3 years younger than male spouses. This assumption is
used for all plans.

Terminated Members
It is assumed that terminated members refund immediately if non-vested. Terminated members
who are vested are assumed to follow the same service retirement pattern as active members but
with a load to reflect the expected higher rates of retirement, especially at lower ages. The
following table shows the load factors that are applied to the service retirement assumption for
active members to obtain the service retirement pattern for separated vested members:

Age Load Factor
50 450%
51 250%
52 through 56 200%
57 through 60 150%
61 through 64 125%
65 and above 100% (no change)

Termination with Refund
Rates vary by entry age and service for Miscellaneous Plans. Rates vary by service for Safety Plans.
See sample rates in tables below.

Public Agency Miscellaneous

Duration of
Service Entry Age 20 Entry Age 25 Entry Age 30 Entry Age 35 Entry Age 40 Entry Age 45
0 0.1742 0.1674 0.1606 0.1537 0.1468 0.1400
1 0.1545 0.1477 0.1409 0.1339 0.1271 0.1203
2 0.1348 0.1280 0.1212 0.1142 0.1074 0.1006
3 0.1151 0.1083 0.1015 0.0945 0.0877 0.0809
4 0.0954 0.0886 0.0818 0.0748 0.0680 0.0612
5 0.0212 0.0193 0.0174 0.0155 0.0136 0.0116
10 0.0138 0.0121 0.0104 0.0088 0.0071 0.0055
15 0.0060 0.0051 0.0042 0.0032 0.0023 0.0014
20 0.0037 0.0029 0.0021 0.0013 0.0005 0.0001
25 0.0017 0.0011 0.0005 0.0001 0.0001 0.0001
30 0.0005 0.0001 0.0001 0.0001 0.0001 0.0001
35 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001
A-6
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APPENDIX A

Public Agency Safety

Duration of Service Fire Police County Peace Officer
0 0.0710 0.1013 0.0997
1 0.0554 0.0636 0.0782
2 0.0398 0.0271 0.0566
3 0.0242 0.0258 0.0437
4 0.0218 0.0245 0.0414
5 0.0029 0.0086 0.0145
10 0.0009 0.0053 0.0089
15 0.0006 0.0027 0.0045

20 0.0005 0.0017 0.0020
25 0.0003 0.0012 0.0009
30 0.0003 0.0009 0.0006
35 0.0003 0.000% 0.0006

The Police Termination and Refund rates are used for Public Agency Local Prosecutors, Other Safety, Local
Sheriff, and School Police.

Termination with Vested Benefits

Rates vary by entry age and service for Miscellaneous Plans.

Plans. See sample rates in tables below.

Public Agency Miscellaneous

Duration of
Service Entry Age 20 Entry Age 25 Entry Age 30  Entry Age 35  Entry Age 40
5 0.0656 0.0597 0.0537 0.0477 0.0418
10 0.0530 0.0466 0.0403 0.0339 0.0000
15 0.0443 0.0373 0.0305 0.0000 0.0000
20 0.0333 0.0261 0.0000 0.0000 0.0000
25 0.0212 0.0000 0.0000 0.0000 0.0000
30 0.0000 0.0000 0.0000 £.0000 0.0000
35 0.0000 0.0000 0.0000 0.0000 0.0000
Public Agency Safety
Duration of County Peace

Service Fire Police Officer

5 0.0162 0.0163 0.0265

10 0.0061 0.0126 0.0204

15 0.0058 0.0082 0.0130

20 0.0053 0.0065 0.0074

25 0.0047 0.0058 0.0043

30 0.0045 0.0056 0.0030

35 0.0000 0.0000 0.0000

Rates vary by service for Safety

* When a member is eligible to retire, the termination with vested benefits probability is set to

2e50,

o After termination with vested benefits, a miscellaneous member is assumed to retire at age 59
and a safety member at age 54.
e The Police Termination with vested benefits rates are used for Public Agency Local
Prosecutors, Other Safety, Local Sheriff, and School Police.

A% of 159



Case 12-32118 Doc 478 Page 75 of 159

CALPERS ACTUARIAL VALUATION -~ June 30, 2010 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Non-Industrial (Not Job-Related) Disability
Rates vary by age and gender for Miscellaneous Plans.

Rates vary by age and category for Safety Plans.

Miscellaneous Fire Police County Peace Officer
Age Male Female Male and Female Male and Female Male and Female
20 0.0001 0.0001 0.0001 0.0001 0.0001
25 0.0001 0.0001 0.0001 0.0001 0.0001
30 0.0002 0.0002 0.0001 0.0002 0.0001
35 0.0006 0.0009 0.0001 0.0003 0.0004
40 0.0015 0.0016 0.0001 0.0004 0.0007
45  0.0025 0.0024 0.0002 0.0005 0.0013
50 0.0033 0.0031 0.0005 0.0008 0.0018
55  0.0037 0.0031 0.0010 0.0013 0.0010
60 0.0038 0.0025 0.0015 0.0020 0.0006

The Miscellaneous Non-Industrial Disabllity rates are used for Local Prosecutors.
The Police Non-Industrial Disability rates are used for Other Safety, Local Sheriff, and School
Palice,

Industrial (Job-Related) Disability
Rates vary by age and category.

. 2 5 @

Service

Age Fire Police County Peace Officer
20 0.0002 0.0007 0.0003
25 0.0012 0.0032 0.0015
30 0.0025 0.0064 0.0031
35 0.0037 0.0097 0.0046
40 0.0049 0.0129 0.0063
45 0.0061 0.0161 0.0078
50 0.0074 0.0192 0.0101
55 0.0721 0.0668 0.0173
60 0.0721 0.0668 0.0173

The Police Industrial Disability rates are used for Local Sheriff and Other Safety.

Fifty Percent of the Police Industrial Disability rates are used for School Police.

One Percent of the Police Industrial Disability rates are used for Local Prosecutors.

Normally, rates are zero for Miscellaneous Plans unless the agency has specifically contracted
for Industrial Disability benefits. If so, each miscellaneous non-industrial disability rate will be
split into two components: 50% will become the Non-Industrial Disability rate and 50% will
become the Industrial Disability rate.

Retirement

Retirement rate vary by age, service, and formula, except for the safety V2 @ 55 and 2% @ 55
formulas, where retirement rates vary by age only.
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Public Agency Miscellaneous 1.5% @ 65
Duration of Service
Age SYears 10Years 15Years 20Years 25Years 30 Years

50 0.008 0.011 0.013 0.015 0.017 0.019
51 0.007 0.010 0.012 0.013 0.015 0.017
52 0.010 0.014 0.017 0.019 0.021 0.024
53 0.008 0.012 0.015 0.017 0.019 0.022
54 0.012 0.016 0.019 0.022 0.025 0.028
55 0.018 0.025 0.031 0.035 0.038 0.043
56 0.015 0,021 0.025 0.029 0.032 0.036
57 0.020 0,028 0.033 0.038 0.043 0.048
58 0.024 0.033 0.040 0.046 0.052 0.058
59 0.028 0.039 0.048 0.054 0.060 0.067
60 0.049 0.069 0.083 0.084 0.105 0.118
61 0.062 0.087 0.106 0.120 0.133 0.150
62 0.104 0.146 0.177 0.200 0.223 0.251
63 0.099 0.139 0.169 0.191 0.213 0.239
64 0.097 0.136 0.165 0.186 0.209 0.233
65 0.140 0.197 0.240 0.271 0.302 0.339
66 0.092 0.130 0.157 0.177 0.198 0.222
67 0.129 0.181 0.220 0.249 0.277 0.311
68 0.092 0.129 0.156 0.177 0.197 0.221
69 0.092 0.130 0.158 0.178 0.199 0.224
70 0.103 0.144 0.175 0.198 0.221 0.248

Public Agency Miscellaneous 2% @ 60
Duration of Service
Age S5Years 10Years 15Years 20Years 25Years 30 Years

50 0.011 0.015 0.018 0.021 0.023 0.026
51 0.009 0.013 0.016 0.018 0.020 0.023
52 0.013 0.018 0.022 0.025 0.028 0.031
53 0.011 0.016 0.019 0.022 0.025 0.028
54 0.015 0.021 0.025 0.028 0.032 0.036
55 0.023 0.032 0.039 0.044 0.049 0.055
56 0.019 0.027 0.032 0.037 0.041 0.046
57 0.025 0.035 0.042 0.048 0.054 0.060
58 0.030 0.042 0.051 0.058 0.065 0.073
59 0.035 0.049 0.060 0.068 0.076 0.085
60 0.062 0.087 0,105 0.119 0.133 0.148
61 0.079 0.110 0.134 0.152 0.169 0.190
62 0.132 0.186 0.225 0.255 0.284 0.319
63 0.126 0.178 0.216 0.244 0.272 0.305
64 0.122 0.171 0.207 0.234 0.262 0.293
65 0.173 0.243 0.296 0.334 0.373 0.418
66 0.114 0.160 0.194 0.219 0.245 0.274
67 0.159 0.223 0.271 0.307 0.342 0.384
68 0.113 0.159 0.193 0.218 0.243 0.273
69 0.114 0.161 0.195 0.220 0.246 0.276
70 0.127 0.178 0.216 0.244 0.273 0.306
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Public Agency Miscellaneous 2% @ 55
Duration of Service
Age S5Years 10Years 15Years 20VYears 25Years 30 Years

50 0.015 0.020 0.024 0.029 0.033 0.039
51 0.013 0.016 0.020 0.024 0.027 0.033
52 0.014 0.018 0.022 0.027 0.030 0.036
53 0.017 0.022 0.027 0.032 0.037 0.043
54 0.027 0.034 0.041 0.049 0.056 0.067
55 0.050 0.064 0.078 0.094 0.107 0.127
56 0.045 0.057 0.069 0.083 0.095 0.113
57 0.048 0.061 0.074 0.0%0 0.102 0.122
58 0.052 0.066 0.080 0.097 0.110 0.131
59 0.060 0.076 0.092 0.111 0.127 0.151
60 0.072 0.092 0.112 0.134 0.153 0.182
61 0.089 0.113 0.137 0.165 0.188 0.224
62 0.128 0.162 0.197 0.237 0.270 0.322
63 0.129 0.164 0.199 0.239 0.273 0,325
64 0.116 0.148 0.180 0.216 0.247 0.294
65 0.174 0.221 0.269 0.323 0.369 0.439
66 0.135 0.171 0.208 0.250 0.285 0.340
67 0.133 0.169 0.206 0.247 0.282 0.336
68 0.118 0.150 0.182 0.219 0.250 0.297
69 0.116 0.147 0.179 0.215 0.246 0.293
70 0.138 0.176 0.214 0.257 0.293 0.349

Public Agency Miscellaneous 2.5% @ 55
Duration of Service
Age 5Years 10 Years 15Years 20Years 25Years 30 Years

50 0.026 0.033 0.040 0.048 0.055 0.062
51 0.021 0.026 0.032 0.038 0.043 0.049
52 0.021 0.026 0.032 0.038 0.043 0.049
53 0.026 0.033 0.040 0.048 0.055 0.062
54 0.043 0.054 0.066 0.078 0.089 0.101
55 0.088 0.112 0.136 0.160 0.184 0.208
56 0.055 0.070 0.085 0.100 0.115 0.130
57 0.061 0.077 0.094 0.110 0.127 0.143
58 0.072 0.091 0.111 0.130 0.150 0.169
59 0.083 0.105 0.128 0.150 0.173 0.195
60 0.088 0.112 0.136 0.160 0.184 0.208
61 0.083 0.105 0.128 0.150 0.173 0.195
62 0.121 0.154 0.187 0.220 0.253 0.286
63 0.105 0.133 0.162 0.190 0.219 0.247
64 0.105 0.133 0.162 0.190 0.219 0.247
65 0.143 0.182 0.221 0.260 0.299 0.338
66 0.105 0.133 0.162 0.190 0.219 0.247
67 0.105 0.133 0.162 0.190 0.219 0.247
68 0.105 0.133 0.162 0.190 0.219 0.247
69 0.105 0.133 0.162 0.190 0.219 0.247
70 0.125 0.160 0.194 0.228 0.262 0.296

A-10

77 of 159



Case 12-32118 Doc 478 Page 78 of 159

CALPERS ACTUARIAL VALUATION - June 30, 2010 APPENDIX A
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Public Agency Miscellaneous 2.7% @ 55
Duration of Service
Age S5Years 10 Years 15Years 20Years 25Years 30 Years

50 0.028 0.035 0.043 0.050 0.058 0.065
51 0.022 0.028 0.034 0.040 0.046 0.052
52 0.022 0.028 0.034 0.040 0.046 0.052
53 0.028 0.035 0.043 0,050 0.058 0.065
54 0.044 0.056 0.068 0.080 0.092 0.104
55 0.091 0.116 0.140 0.165 0.180 0.215
56 0.061 0.077 0.094 0.110 0.127 0.143
57 0.063 0.081 0.098 0.115 0.132 0.150
58 0.074 0.095 0.115 0.135 0.155 0.176
59 0.083 0.105 0.128 0.150 0.173 0.195
60 0.088 0.112 0.136 0.160 0.184 0.208
61 0.085 0.109 0.132 0.155 0.178 0.202
62 0.124 0.158 0.191 0.225 0.259 0.293
63 0.107 0.137 0.166 0.195 0.224 0.254
64 0.107 0.137 0.166 0.195 0.224 0.254
65 0.146 0.186 0.225 0.265 0.305 0.345
66 0.107 0.137 0.166 0.195 0.224 0.254
67 0.107 0.137 0.166 0.195 0.224 0.254
68 0.107 0.137 0.166 0.195 0.224 0.254
69 0.107 0.137 0.166 0.195 0.224 0.254
70 0.129 0.164 0.1%9 0.234 0.269 0.304

Public Agency Miscellaneous 3% @ 60
Duration of Service
Age S5Years 10Years 15Years 20Years 25Years 30 Years

50 0.026 0.033 0.040 0.048 0.055 0.062
51 0.021 0.026 0.032 0.038 0.043 0.049
52 0.019 0.025 0.030 0.035 0.040 0.046
53 0.025 0.032 0.038 0.045 0.052 0.059
54 0.039 0.049 0.060 0.070 0.081 0.081
55 0.083 0.105 0.128 0.150 0.173 0.195
56 0.055 0.070 0.085 0.100 0.115 0.130
57 0.061 0.077 0.094 0.110 0.127 0.143
58 0.072 0.091 0.111 0.130 0.150 0.169
59 0.080 0.102 0.123 0.145 0.167 0.189
60 0.094 0.119 0.145 0.170 0.196 0.221
61 0.088 0.112 0.136 0.160 0.184 0.208
62 0.127 0.161 0.196 0.230 0.265 0.299
63 0.110 0.140 0.170 0.200 0.230 0.260
64 0.110 0.140 0.170 0.200 0.230 0.260
65 0.149 0.189 0.230 0.270 0.311 0.351
66 0.110 0.140 0.170 0.200 0.230 0.260
67 0.110 0.140 0.170 0.200 0.230 0.260
68 0.110 0.140 0.170 0.200 0.230 0.260
69 0.110 0.140 0.176 0.200 0.230 0.260
70 0.132 0.168 0.204 0.240 0.276 0.312
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APPENDIX A

Public Agency Fire 2 @ 55 and 2% @ 55

Age Rate Age Rate
50 0.01588 56 0.11079
51 0.00000 57 0.00000
52 0.03442 58 0.09499
53 0.01990 59 0.04409
54 0.04132 60 1.00000
55 0.07513
Public Agency Police ¥z @ 55 and 2% @ 55
Age Rate Age Rate
50 0.02552 56 0.06921
51 0.00000 57 0.05113
52 0.01637 58 0.07241
53 0.02717 59 0.07043
54 0.0094% 60 1.00000
55 0.16674
Public Agency Police 2%@ 50
Duration of Service
Age SYears 10Years 15Years 20Years 25Years 30 Years
50 0.014 0.014 0.014 0.014 0.025 0.045
51 0.012 0.012 0.012 0.012 0.023 0.040
52 0.026 0.026 0.026 0.026 0.048 0.086
53 0.052 0.052 0.052 0.052 0.096 0.171
54 0.070 0.070 0.070 0.070 0.128 0.227
55 0.090 0.090 0.080 0.090 0.165 0.293
56 0.064 0.064 0.064 0.064 0.117 0.208
57 0.071 0.071 0.071 0.071 0.130 0.232
58 0.063 0.063 0.063 0.063 0.115 0.205
59 0.140 0.140 0.140 0.140 0.174 0.254
60 0.140 0.140 0.140 0.140 0.172 0.251
61 0.140 0.140 0.140 0.140 0.172 0.251
62 0.140 0.140 0.140 0.140 0.172 0.251
63 0.140 0.140 0.140 0.140 0.172 0.251
64 0.140 0.140 0.140 0.140 0.172 0.251
65 1.000 1.000 1.000 1.600 1.000 1.000

These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.
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CALPERS ACTUARIAL VALUATION - June 3@, 2010 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Public Agency Fira 2% @50
Duration of Service
Age 5 Years 10 Years 15Years 20 Years 25Years 30 Years

50 0.007 0.007 0.007 0.007 0.010 0.015
51 0.008 0.008 0.008 0.008 0.013 0.019
52 0.017 0.017 0.017 0.017 0.027 0.040
53 0.047 0.047 0.047 0.047 0.072 0.107
54 0.064 0.064 0.064 0.064 0.098 0.147
55 0.087 0.087 0.087 0.087 0.134 0.200
56 0.078 0.078 0.078 0.078 0.120 0.180
57 0.090 0.090 0.090 0.680 0.139 0.208
58 0.078 0.079 0.079 0.079 0.122 0.182
59 0.073 0.073 0.073 0.073 0.112 0.168
60 0.114 0.114 0.114 0.114 0.175 0.262
61 0.114 0.114 0.114 0.114 0.175 0.262
62 0.1i4 0.114 0.114 0.114 0.175 0.262
63 0.114 0.114 0.114 0.114 0.175 0.262
64 0.114 0.114 0.114 0.114 0.175 0.262
65 1.060 1.000 1.000 1.000 1.000 1.000

Public Agency Police 3%@ 55
Duration of Service
Age 5Years 10Years 15Years 20Years 25Years 30 Years

50 0.019 0.019 0.019 0.019 0.040 0.060
51 0.024 0.024 0.024 0.024 0.049 0.074
52 0.024 0.024 0.024 0.024 0.051 0.077
53 0.059 0.059 0.059 0.059 0.121 0.183
54 0.069 0.069 0.065 0.069 0.142 0.215
55 0.1i6 0.116 0.116 0.116 0.240 0.363
56 0.076 0.076 0.076 0.076 0.156 0.236
57 0.058 0.058 0.058 0.058 0.120 0.181
58 0.076 0.076 0.076 0.076 0.157 0.237
59 0.094 0.094 0.094 0.094 0.193 0.292
60 0.141 0.141 0.141 0.141 0.290 0.438
61 0.094 0.094 0.094 0.094 0.193 0.292
62 0.118 0.118 0.118 0.118 0.241 0.365
63 0.094 0.0%4 0.094 0.094 0.1593 0.292
64 0.094 0.094 0.094 0.094 0.193 0.292
65 1.000 1.000 1.000 1.000 1.000 1.000

« These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.
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Public Agency Fire 3%@55
Duration of Service
Age 5 Years 10Years 15Years 20Years 25Years 30 Years

50 0.012 0.012 0.012 0.018 0.028 0.033
51 0.008 0.008 0.008 0.012 0.019 0.022
52 0.018 0.018 0.018 0.027 0.042 0.050
53 0.043 0.043 0.043 0.062 0.098 0.114
54 0.057 0.057 0.057 0.083 0.131 0.152
55 0.092 0.092 0.092 0.134 0.211 0.246
56 0.081 0.081 0.081 0.118 0.187 0.218
57 0.100 0.100 0.100 0.146 0.230 0.268
58 0.081 0.081 0.081 0.119 0.187 0.219
59 0.078 0.078 0.078 0.113 0.178 0.208
60 0.117 0.117 0.117 0.170 0.267 0.312
61 0.078 0.078 0.078 0.113 0.178 0.208
62 0.098 0.098 0.098 0.141 0.223 0.260
63 0.078 0.078 0.078 0.113 0.178 0.208
64 0.078 0.078 0.078 0.113 0.178 0.208
65 1.000 1.000 1.000 1.000 1.000 1.000

Public Agency Police 3%@ 50
Duration of Service
Age SYears 10Years 15Years 20Years 25Years 30 Years

50 0.070 0.070 0.070 0.131 0.193 0.249
51 0.050 0.050 0.050 0.095 0.139 0.180
52 0.061 0.061 0.061 0.116 0.171 0.220
53 0.069 0.068 0.069 0.130 0.192 0.247
54 0.071 0.071 0.071 0.134 0.197 0.255
55 0.090 0.090 0.090 0.170 0.250 0.322
56 0.069 0.069 0.069 0.130 0.191 0.247
57 0.080 0.080 0.080 0.152 0.223 0.288
58 0.087 0.087 0.087 0.164 0.242 0.312
59 0.090 0.090 0.090 0.170 0.251 0.323
60 0.135 0.135 0.135 0.255 0.377 0.485
61 0.090 0.090 0.090 0.170 0.251 0.323
62 0.113 0.113 0.113 0.213 0.314 0.404
63 0.090 0.090 0.080 0.170 0.251 0.323
64 0.080 0.090 0.090 0.170 0.251 0.323
65 1.000 1.000 1.000 1.000 1.000 1.000

e These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.
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CALPERS ACTUARIAL VALUATION - June 30, 2010 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Public Agency Fire 3% @50

Duration of Service
Age 5 Years 10Years 15Years 20Years 25 Years 30 Years
50 0.034 0.034 0.034 0.048 0.068 0.08C
51 0.046 0.046 0.046 0.065 0.092 0.109
52 0.069 0.069 0.069 0.097 0.138 0.163
53 0.084 0.084 0.084 0.117 0.166 0.197
54 0.103 0.103 0.103 0.143 0.204 0.241
55 0.127 0.127 0.127 0.177 0.252 0.298
56 0.121 0.121 0.121 0.169 0.241 0.285
57 0.101 ¢.101 0.101 0.141 0.201 0.238
58 0.118 0.118 0.118 0.165 0.235 0.279
59 0.100 0.100 0.100 0.140 0.199 0.236
60 0.150 0.150 0.150 0.210 0.299 0.354
61 0.100 0.100 0.100 0.140 0.199 0.235
62 0.125 0.125 0.125 0.175 0.249 0.295
63 0.100 0.100 0.100 0.140 0.199 0.236
64 0.100 0.100 0.100 0.140 0.199 0.236
65 1.000 1.000 1.000 1.000 1.000 1,000
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APPENDIX B

¢ SUMMARY OF MAJOR BENEFIT OPTIONS

» DESCRIPTIONS OF PRINCIPAL PLAN PROVISIONS
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CALPERS ACTUARIAL VALUATION - June 30, 2010 APPENDIX B
MISCELLANEQOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

DESCRIPTION OF PRINCIPAL PLAN PROVISIONS

The following Is a description of the principal plan provisions used in calculating costs and liabilities. We have
indicated whether a plan provision is standard or optional. Standard benefits are applicable to all members while
optional benefits vary among employers. Optional benefits that apply to a single period of time, such as Golden
Handshakes, have not been included. Many of the statements in this summary are general in nature, and are

intended to provide an easily understood summary of the complex Public Employees’ Retirement Law. The law itself
governs in all situations.

Service Retirement

Eligibility

A CalPERS member becomes eligible for Service Retirement upon attainment of age 50 with at least 5 years of
credited service (total service across all CalPERS employers, and with certain other Retirement Systems with which
CalPERS has reciprocity agreements). For employees hired into a plan with the 1.5% at 65 formula, eligibility for
service retirement is age 55 with at least 5 years of service.

Benefit

The Service Retirement benefit is a monthly allowance equal to the product of the benefit factor, years of service,
and flnal compensation.

+ The benefit factor depends on the benefit formula specified in your agency’s contract. The table below shows
the factors for each of the avallable formulas, Factors vary by the member's age at retirement. Listed are the
factors for retirement at whole year ages:

Miscellaneous Plan Formulas

Retirement Age 1.5% at65 2% at 60 2% atb5 2.5% at55 2.7%at55 3%at 60

50 0.5000% 1.092% 1.426% 2.0% 2.0% 2.0%
51 0.5667% 1.156% 1.522% 2.1% 2.14% 2.1%
52 0.6334% 1.224% 1.628% 2.2% 2.28% 22%
53 0.7000% 1.296% 1.742% 2.3% 2.42% 2.3%
54 0.7667% 1.376% 1.866% 2.4% 2.56% 2.4%
55 0.8334% 1.460% 2.0% 2.5% 2.7% 2.5%
56 0.8000% 1.552% 2.052% 2.5% 2.7% 2.6%
57 0.9667% 1.650% 2.104% 2.5% 2.7% 2.7%
58 1.0334% 1.758% 2.156% 2.5% 2.7% 2.8%
59 1.1000% 1.874% 2.210% 2.5% 2.7% 2.9%
60 1.1667% 2.0% 2.262% 2.5% 2.7% 3.0%
61 1.2334% 2.134% 2.314% 2.5% 2.7% 3.0%
62 1.3000% 2.272% 2.366% 2.5% 2.7% 3.0%
63 1.3667% 2.272% 2.366% 2.5% 2.7% 3.0%
64 1.4334% 2.272% 2.366% 2.5% 2.7% 3.0%
65 & Up 1.5000% 2.418% 2.418% 2.5% 2.7% 3.0%
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MISCELLANECUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Safety Plan Formulas

Retirement

Age 2 at 55 * 2% at 55 2% at 50 3% at 55 3% at 50
50 1.783% 1.426% 2.0% 2.40% 3.0%
51 1.903% 1.522% 2.14% 2.52% 3.0%
52 2.035% 1.628% 2.28% 2.64% 3.0%
53 2.178% 1.742% 2.42% 2.76% 3.0%
54 2.333% 1.866% 2.56% 2.88% 3.0%

55 & Up 2.5% 2.0% 2.7% 3.0% 3.0%

* For this formula, the benefit factor also varies by entry age. The factors shown are for members with an entry age
of 35 or greater. If entry age is less than 35, then the age 55 benefit factor is 50% divided by the difference
between age 55 and entry age. The benefit factor for ages prior to age 55 is the same proportion of the age 55
benefit factor as in the above table.

o The years of service is the amount credited by CalPERS to a member while he or she is employed in this group
(or for other periods that are recognized under the employer’s contract with CalPERS). For a member who has
earned service with multiple CalPERS employers, the benefit from each employer is calculated separately
according to each employer's contract, and then added together for the iotal allowance. An agency may
contract for an optional benefit where any unused sick leave accumulated at the time of retirement will be
converted to credited service at a rate of 0.004 years of service for each day of sick leave.

« The final compensation is the monthly average of the member’s highest 36 or 12 consecutive months” full-time
equivalent monthly pay (no matter which CalPERS employer paid this compensation). The standard benefit is 36
months. Employers have the option of providing a final compensation equal to the highest 12 consecutive
months. Final compensation must be defined by the highest 36 consecutive months’ pay under the 1.5% at 65
formula.

» Employees must be covered by Sodial Security with the 1.5% at 65 formula. Social Security is optional for all
other benefit formulas. For employees covered by Social Security, the Modified formula Is the standard benefit.
Under this type of formula, the final compensation is offset by $133.33 (or by one third if the final compensation
is less than $400). Employers may contract for the Full benefit with Social Security that will eliminate the offset
applicable to the final compensation. For employees not covered by Social Security, the Full benefit is paid with
no offsets. Auxiliary organizations of the CSUC system may elect reduced contribution rates, in which case the
offset is $317 if members are not covered by Social Security or $513 if members are covered by Social Security.

+ The Miscellaneous Service Retirement benefit is not capped. The Safety Service Retirement benefit is capped at
90% of final compeansation.

Vested Deferred Retirement

Eligibility for Deferred Status

A CalPERS member becomes eligible for a deferred vested retirernent benefit when he or she leaves employment,
keeps his or her contribution account balance on deposit with CalPERS, and has earned at least 5 years of credited
service (total service across all CalPERS employers, and with certain other Retirement Systems with which CalPERS
has reciprocity agreements).

Eligibility to Start Receiving Benefits
The CalPERS member becomes eligible to receive the deferred retirement benefit upon satisfying the eligibility
requirements for Deferred Status and upon attainment of age 50 (55 for employees hired into a 1.5% @ 65 plan}.
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CALPERS ACTUARIAL VALUATION - June 30, 2010 APPENDIX B
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Benefit

The vested deferred retirement benefit is the same as the Service Retirement benefit, where the benefit factor is
based on the member's age at allowance commencement. For members who have earned service with multiple
CalPERS employers, the benefit from each employer is calculated separately according to each employer’s contract,
and then added together for the total allowance.

Non-Industrial (Non-Job Related) Disability Retirement

Eligibility

A CalPERS member is eligible for Non-Industrial Disability Retirement if he or she becomes disabled and has at least
5 years of credited service (total service across all CalPERS employers, and with certain other Retirement Systems
with which CalPERS has reciprocity agreements). There is no special age requirement. Disabled means the member
is unable to perform his or her job because of an illness or injury which is expected to be permanent or to last
indefinitely. The Hliness or injury does not have to be job related. A CalPERS member must be actively employed by
any CalPERS employer at the time of disability in order to be eligible for this benefit,

Standard Benefit
The standard Non-Industrial Disability Retirement benefit is a monthly allowance equal to 1.8% of final
compensation, multiplied by service, which is determined as follows:

*  serviceis CalPERS credited service, for members with less than 10 years of service or greater than 18.518 years
of service; or

+ service is CalPERS credited service plus the additional number of years that the member would have worked
untii age 60, for members with at least 10 years but not more than 18.518 years of service. The maximum
benefit in this case is 33 1/3% of Final Compensation.

Improved Benefit

Employers have the option of providing the improved Non-Industrial Disability Retirement benefit. This benefit
provides a monthly allowance equal to 30% of final compensation for the first 5 years of service, plus 1% for each
additional year of service to a maximum of 50% of final compensation.

Members who are eligible for a larger service retirement benefit may choose to receive that benefit in lieu of a
disability benefit. Members eligible to retire, and who have attained the normal retirement age determined by their
service retirement benefit formula, will receive the same dollar amount for disability retirement as that payable for
service retirement. For members who have eamned service with multiple CalPERS employers, the benefit attributed to
each employer is the total disability allowance multiplied by the ratio of service with a particular employer to the total
CalPERS service.

Industrial (Job Related) Disability Retirement

All safety members have this benefit. For miscellaneous members, employers have the option of providing this
benefit, An employer may choose to provide the Increased benefit option or the Improved benefit option.

Eligibility

An employee is eligible for Industrial Disability Retirement if he or she becomes disabled while working, where
disabled means the member is unable to perform the duties of the job because of a work-related illness or injury
which is expected to be permanent or to last indefinitely. A CalPERS member who has left active employment within
this group is not eligible for this benefit, except to the extent described below,

Standard Benefit
The standard Industrial Disability Retirement benefit is a monthly allowance equal to 50% of final compensation.
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Increased Benefit (75% of Final Compensation)
The increased Industrial Disability Retirement beneflt Is a monthly allowance equal to 75% of final compensation for
total disability.

Improved Benefit (50% to 90% of Final Compensation)

The improved Industrial Disability Retirement benefit is a monthly allowance equal to the Workman's Compensation
Appeals Board permanent disability rate percentage (if 50% or greater, with a maximum of 90%) times the final
compensation.

For a CalPERS member not actively employed in this group who became disabled while employed by some other
CalPERS employer, the benefit is a return of accumulated member contributions with respect to employment in this
group. With the standard or increased benefit, a member may also choose to receive the annuitization of the
accumulated member contributions.

If a member is eligible for Service Retirement and if the Service Retirement benefit is more than the Industrial
Disability Retirement benefit, the member may choose to receive the larger benefit.

Post-Retirement Death Benefit

Standard Lump Sum Payment
Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree’s designated
survivor(s), or to the retiree’s estate,

Improved Lump Sum Payment
Employers have the option of providing an improved lump sum death benefit of $600, $2,000, $3,000, $4,000 or
$5,000,

Form of Payment for Retirement Allowance

Standard Form of Payment

Generally, the retirement allowance is paid to the retiree in the form of an annuity for as long as he or she is alive.
The retiree may choose to provide for a portion of his or her allowance to be paid to any designated beneficiary after
the retiree’s death. CalPERS provides for a variety of such benefit options, which the retiree pays for by taking a
reduction in his or her retirement allowance. Such reduction takes into account the amount to be provided to the
beneficiary and the probable duration of payments (based on the ages of the member and beneficiary) made
subsequent to the member’s death.

Improved Form of Payment (Post Retirement Survivor Allowance)
Employers have the option to contract for the post retirement survivor allowance.

For retirement allowances with respect to service subject to the modifled formula, 25% of the retirement allowance
will automatically be continued to certain statutory beneficiaries upon the death of the retiree, without a reduction in
the retiree’s allowance. For retirement allowances with respect to service subject to the full or supplemental formula,
50% of the retirement allowance will automatically be continued to certain statutory beneficiaries upon the death of
the retiree, without a reduction in the retiree’s allowance. This additional benefit Is often referred to as post
retirement survivor allowance (PRSA) or simply as survivor continuance.

In other words, 25% or 50% of the allowance, the continuance portion, is paid to the retiree for as long as he or she
is alive, and that same amount is continued to the retiree’s spouse (or if no eligible spouse, to unmarried children
untif they attain age 18; or, if no eligible children, to a qualifying dependent parent) for the rest of his or her lifetime.
This benefit will not be discontinued in the event the spouse rematries.
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The remaining 75% or 50% of the retirement allowance, which may be referred to as the option portion of the
benefit, is paid to the retiree as an annuity for as long as he or she is alive. Or, the retiree may choose to provide for
some of this option portion to be paid to any designated beneficlary after the retiree’s death. Benefit options
applicable to the option portion are the same as those offered with the standard form. The reduction is calculated in
the same manner but is applied only to the option portion.

Pre-Retirement Death Benefits

Basic Death Benefit

This is a standard benefit.

Eligibility

An employee’s beneficiary (or estate) may receive the Basic Death benefit if the member dies while actively
employed. A CalPERS member must be actively employed with the CalPERS employer providing this benefit to be
eligible for this benefit. A member’s survivor who is eligible for any other pre-retirement death benefit may choose
to receive that death benefit instead of this Basic Death benefit.

Benefit

The Basic Death Benefit is a lump sum in the amount of the member’s accumulated contributions, where interest is
currently credited at 7.75% per year, plus a lump sum in the amount of one month's salary for each completed year
of current service, up to a maximum of six months' salary. For purposes of this benefit, one month's salary is defined
as the member’s average monthly full-time rate of compensation during the 12 months preceding death.

1957 Survivor Benefit

This is a standard benefit.

Eligibility

An employee’s eligible survivor(s) may receive the 1957 Survivor benefit if the member dies while actively employed,
has attained at least age 50, and has at least 5 years of credited service (total service across all CalPERS employers
and with certain other Retirement Systems with which CalPERS has reciprocity agreements). A CalPERS member
must be actively employed with the CalPERS employer providing this benefit to be eligible for this benefit. An eligible
survivor means the surviving spouse to whom the member was married at least one year before death or, if there is
no eligible spouse, to the member's unmarried children under age 18. A member's survivor who is eligible for any
other pre-retirement death benefit may choose to receive that death benefit instead of this 1957 Survivor benefit,

Benefit

The 1957 Survivor benefit is a monthly allowance equal to one-half of the unmodified Service Retirement benefit that
the member would have been entitled to receive if the member had retired on the date of his or her death. If the
benefit is payable to the spouse, the benefit is discontinued upon the death of the spouse. If the benefit is payable
to a dependent child, the benefit will be discontinued upon death or attainment of age 18, unless the child is
disabled. The total amount paid will be at least equal to the Basic Death benefit.

Optional Settlement 2W Death Benefit

This is an optional benefit,

Eligibility

An employee's efigible survivor may receive the Optional Settlement 2W Death benefit if the member dies while
actively employed, has attained at least age 50, and has at least 5 years of credited service (total service across ali
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CalPERS employers and with certain other Retirement Systems with which CalPERS has reciprocity agreements). A
CalPERS member who is no longer actively employed with any CalPERS employer is not efigible for this benefit. An
eligible survivor means the surviving spouse to whom the member was married at least one year before death. A
member’s survivor who is eligible for any other pre-retirement death benefit may choose to receive that death benefit
instead of this Optional Settlement 2W Death benefit.

Benefit

The Optional Settlement 2W Death benefit is a monthly allowance equal to the Service Retirement benefit that the
member would have received had the member retired on the date of his or her death and elected Optional
Settlement 2W. (A retiree who elects Optional Settlement 2W recelves an allowance that has been reduced so that it
will continue to be paid after his or her death to a surviving beneficiary.) The allowance is payabie as long as the
surviving spouse lives, at which time it is continued to any unmarried children under age 18, if applicable. The total
amount paid will be at least equal to the Basic Death Benefit.

Special Death Benefit

This is a standard benefit for safety members. An employer may elect to provide this benefit for miscellaneous
members.

Eligibility

an employee's eligible survivor(s) may receive the Special Death benefit if the member dies while actively employed
and the death is job-related. A CalPERS member who is no longer actively employed with any CalPERS employer is
not eligible for this benefit. An elgible survivor means the surviving spouse to whom the member was married prior
to the onset of the injury or illness that resulted in death. If there is no eligible spouse, an eligible survivor means
the member's unmarried children under age 22. An eligible survivor who chooses to receive this benefit will not
receive any other death benefit.

Benefit

The Special Death benefit is a monthly allowance equal to 50% of final compensation, and will be increased
whenever the compensation paid to active employees is increased but ceasing to increase when the member would
have attained age 50. The allowance is payable to the surviving spouse until death at which time the allowance is
continued to any unmarried children under age 22. There is a guarantee that the total amount paid will at least
equal the Basic Death Benefit.

If the member's death is the result of an accident or injury caused by external viclence or physicai force incurred in
the performance of the member’s duty, and there are eligible surviving children (eligible means unmarried children
under age 22) in addition to an eligible spouse, then an additional monthly allowance is paid equal to the
following:

« if 1 eligible child: 12.5% of final compensation
« if 2 eligible children: 20.0% of final compensation
e if 3 or mere eligible children: 25.0% of final compensation

AHernate Death Benefit for Local Fire Members

This is an optional benefit available only {o local fire members.

Eligibility

An employee’s eligible survivor(s) may receive the Alternate Death benefit in lieu of the Basic Death Benefit or the
1957 Survivor Benefit If the member dies while actively employed and has at least 20 years of total CalPERS service.
A CalPERS member who is no longer actively employed with any CalPERS employer is not eligible for this benefit. An
ellgible survivor means the surviving spouse to whom the member was married prior to the onset of the injury or
ilness that resulted in death. If there is no eligible spouse, an eligible survivor means the member's unmarried
children under age 18.
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Benefit

The Alternate Death benefit is a monthly allowance equal to the Service Retirement benefit that the member would
have received had the member retired on the date of his or her death and elected Optional Settlement 2W. (A
retiree who elects Optional Settlement 2W receives an allowance that has been reduced so that it will continue to be
paid after his or her death to a surviving beneficiary.) If the member has not yet attained age 50, the benefit is
equal to that which would be payable if the member had retired at age 50, based on service credited at the time of
death. The allowance is payable as long as the surviving spouse lives, at which time it is continued to any unmarried
children under age 18, if applicable. The total amount paid will be at least equal to the Basic Death Benefit.

Cost-of-Living Adjustments (COLA)

Standard Benefit

Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be annually
adjusted on a compound basis by 2%. '

Improved Benefit
Employers have the option of providing an improved cost-of-fiving adjustment of 3%, 4% or 5%. An improved COLA
is not available in conjunction with the 1.5% at 65 formula.

The cumulative adjustment may not be greater than the cumulative change in the Consumer Price Index since the
date of retirement.

Purchasing Power Protection Allowance (PPPA)

Retirement and survivor allowances are protected against inflation by PPPA. PPPA benefits are cost-of-living
adjustments that are intended to maintain an individual’s allowance at 80% of the initial allowance at retirement
adjusted for inflation since retirement. The PPPA benefit will be coordinated with other cost-of-living adjustments
provided under the plan.

Employee Contributions

Each employee contributes toward his or her retirement based upon the retirement formula. The standard employee
contribution is as described below,

The percent contributed below the monthly compensation breakpoint is 0%.

The monthly compensation breakpoint is $0 for full and supplemental formula members and $133.33 for
employees covered by the modified formula.

The percent contributed above the monthly compensation breakpoint depends upon the benefit formula, as
shown in the table below.

Benefit Formula Percent Contrib bove the
Breakpoint
Miscellaneous, 1.5% at 65 2%
Miscellaneous, 2% at 60 7%
Miscellaneous, 2% at 55 7%
Miscellaneous, 2.5% at 55 8%
Miscellaneous, 2.7% at 55 8%
Miscellaneous, 3% at 60 8%
Safety, 1/2 at 55 Varies by entry age
Safety, 2% at 55 7%
Safety, 2% at 50 9%
Safety, 3% at 55 9%
Safety, 3% at 50 9%
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The employer may choose to “pick-up” these contributions for the employees (Employer Pald Member Contributions
or EPMC). An employer may also indude Employee Cost Sharing in the contract, where employees contribute an
additional percentage of compensation based on any optional benefit for which a contract amendment was made on
or after January 1, 1979,

»  Auxiliary organizations of the CSUC system may elect reduced contribution rates, in which case the offset is $317
and the contribution rate is 6% if members are not covered by Social Security. If members are covered by
Social Security the offset is $513 and the contribution rate is 5%.

Refund of Employee Contributions

If the member’s service with the employer ends, and if the member does not satisfy the eligibility conditions for any
of the retirement benefits above, the member may elect to receive a refund of his or her employee contributions,
which are credited annually with 6% interest,

1959 Survivor Benefit

This is a pre-retirement death benefit available only to members not covered by Sodial Security. Any agency joining
CalPERS subsequent to 1993 was required to provide this benefit if the members were not covered by Sodial
Security. The benefit is optional for agencies joining CalPERS prior to 1994. Levels 1, 2 and 3 are now dlosed. Any
new agency or any agency wishing to add this benefit or increase the current level must choose the 4% or Indexed
Level.

This benefit is not included in the results presented in this valuation. More information on this benefit is available on
the CalPERS website at www.calpers.ca.gov.
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Under GASB 27, an employer reports an annual pension cost (APC) equal to the annual required contribution (ARC)
plus an adjustment for the cumulative difference between the APC and the employer’s actual plan contributions for
the year. The cumulative difference is called the net pension obligation (NPO). The ARC for the period July 1, 2012
to June 30, 2013 has been determined by an actuarial valuation of the plan as of June 30, 2010. The contribution
rate for the indicated period is 16.881% of payroll. In order to calculate the dollar value of the ARC for inclusion in
financial statements prepared as of June 30, 2013, this contribution rate, as modified by any amendments for the
year, would be multiplied by the payroll of covered employees that was actually paid during the period July 1, 2012
to June 30, 2013. The employer and the employer’s auditor are responsible for determining the NPO and the APC.

Note: If an agency elects the Annual Lump Sum Prepayment Option, the ARC for the period July 1, 2012 through
June 30, 2013 is $10,070,209, If any amendments are enacted during the year the ARC will include the increase in
the employer contribution due to amendment multiplied by the payroll from the effective date of the amendment.

A summary of principal assumptions and methods used to determine the ARC is shown below.

Retirement Program
June 30, 2010

Entry Age Normal Cost Method
Level Percent of Payroli

22 Years as of the Valuation Date
15 Year Smoothed Market

Valuation Date
Actuarial Cost Method
Amortization Method
Average Remaining Period
Asset Valuation Method
Actuarial Assumptions
Investment Rate of Return
Projected Salary Increases
Inflation
Payroll Growth
Individual Salary Growth

7.75% {(net of administrative expenses)

3.55% to 14.45% depending on Age, Service, and type of employment
3.00%

3.25%

A merit scale varying by duration of employment coupled with an assumed
annual inflation growth of 3.00% and an annual production growth of 0.25%.,

Initial unfunded liabilities are amortized over a closed perlod that depends on the plan’s date of entry into CalPERS.
Subsequent plan amendments are amortized as a level percentage of pay over a closed 20-year period. Gains and
losses that occur in the operation of the plan are amortized over a 30 year rolling period, which results in an
amortization of about 6% of unamortized gains and losses each year. If the plan's accrued liability exceeds the
actuarial value of plan assets, then the amortization payment on the total unfunded liability may not be lower than
the payment calculated over a 30 year amortization pericd. More complete information on assumptions and methods
is provided in Appendix A of this report. Appendix B contains a description of benefits included in the valuation.

The Schedule of Funding Progress below shows the recent history of the actuarial accrued fiability, actuarial value of
assets, their relationship and the relationship of the unfunded actuarial accrued liability to payroll.

Valuation Accrued Actuarial Value Unfunded Funded Ratios Annual UL Asa
Date Liability of Assets (AVA) | Liability (UL) Covered % of
(AVA) | Market Payroll Payroll
(a) {(b) (a)-(b) (b)/(a) | Vvalue () [{(a)-(b)1/ (<)
06/30/06 421,341,956 § 370,043,659 $ 51,298,297 87.8% 93.3% 53,640,118 95.6%
06/30/07 453,621,297 434,989,302 18,631,995 95.9% | 110.9% 57,119,972 32.6%
06/30/08 491,467,308 460,950,390 30,516,918 93.8% 95.1% 66,743,768 45.7%
06/30/09 535,150,533 478,673,431 56,477,102 89.4% 64.6% 62,265,227 90.7%
06/30/10 548,129,809 495,325,729 52,804,080 90.4% 69.9% 56,256,198 93.9%
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Iinvestment Return Sensitivity Analysis

In July 2011, the investment return for fiscal year 2010-2011 was estimated to be 20.7%. Note that this return is
before administrative expenses and also does not reflect final investment return information for real estate and
private equities. The final return information for these two asset classes is expected to be available later in October.
Our estimated preliminary 20.0% return for the 2010-2011 fiscal year is good news as it will help reduce the impact
of the -24% return in 2008-2009 and the impact of the three year phase in adopted by the Board in June 2009. For
purposes of projecting future employer rates, we are assuming a 20% investment return for fiscal year 2010-2011,

The investment return realized during a fiscal year first affects the contribution rate for the fiscal year 2 years later.
Specifically, the investment return for 2010-2011 will first be reflected in the June 30, 2011 actuarial valuation that
will be used to set the 2013-2014 employer contribution rates, the 2011-2012 investment return will first be reflected

in the June 30, 2012 actuarial valuation that will be used to set the 2014-2015 employer contribution rates and so
forth.

Based on a 20% investment return for fiscal year 2010-2011 and assuming that all other actuarial assumptions will
be realized and that no further changes to assumptions, contributions, benefits, or funding will occur between now
and the beginning of the fiscal year 2013-2014, the effect on the 2013-2014 Employer Rate is as follows:

Estimated 2013-2014 Employer Rate Estimated Increase in Employer Rate
between 2012-2013 and 2013-2014
17.4% 0.5%

As part of this report, a sensitivity analysis was performed to determine the effects of various investment returns
during fiscal years 2011-2012, 2012-2013 and 2013-2014 on the 2014-2015, 2015-2016 and 2016-2017 employer
rates. Once again, the projected rate increases assume that all other actuarial assumptions will be realized and that
no further changes to assumptions, contributions, benefits, or funding will occur,

Five different investment return scenarios were selected,

«  The first scenario is what one would expect if the markets were to give us a 5™ percentile return from July
1, 2011 through June 30, 2014. The 5™ percentile return corresponds to a ~3.64% return for each of the
2011-2012, 2012-2013 and 2013-2014 fiscal years. ‘

+  The second scenario is what one would expect if the markets were to give us a 25" percentile return from
July 1, 2011 through June 30, 2014. The 25™ percentile return corresponds to a 2.93% return for each of
the 2011-2012, 2012-2013 and 2013-2014 fiscal years.

+ The third scenario assumed the retumn for 2011-2012, 2012-2013, 2013-2014 would be our assumed
7.75% investment return which represents about a 49" percentile event.

e The fourth scenario is what one would expect if the markets were to give us a 75" percentile return from
July 1, 2011 through June 30, 2014. The 75 percentile return corresponds to a 12.25% return for each of
the 2011-2012, 2012-2013 and 2013-2014 fiscal years.

e Finally, the last scenario is what one would expect if the markets were to give us a 95" percentile return
from July 1, 2011 through June 30, 2014. The 95" percentile return corresponds to a 19.02% return for
each of the 2011-2012, 2012-2013 and 2013-2014 fiscal years.

The table below shows the estimated projected contribution rates and the estimated increases for your plan under
the five different scenarios.

Estimated Increase in
2011-2014 Estimated Employer Rate Emplover Rate
ploy
Investment Return between 2013-2014
Scenario 2014-2015 2015-2016 2016-2017 and 2016-2017
-3.64% ( 5th percentile) 21.8% 27.7% 32.9% 15.5%
2.93% { 250 percentile) 18.1% 20.9% 23.6% 6.2%
7.75% 17.9% 18.4% 18.8% 1.4%
12.25%(75" percentile) 17.7% 17.9% 18.0% 0.6%
19.02%(95% percentile) 17.5% 17.3% 16.6% -0.8%
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Glossary of Actuarial Terms

Accrued Liability (afso cafled Actirarial Accrued Liabfity or Entry Age Normal Accruved Liability)

The total dollars needed as of the valuation date to fund all benefits earned in the past for current
members.

Actuarial Assumptions
Assumptions made about certain events that will affect pension costs. Assumptions generally can be broken
down into two categories: demographic and economic. Demographic assumptions include such things as

mortality, disability and retirement rates. Economic assumptions include investment return, salary growth
and inflation.

Actuarial Methods
Procedures employed by actuaries to achieve certain goals of a pension plan. These may include things

such as funding method, setting the length of time to fund the past service liability and determining the
actuarial value of assets.

Actuarial Valuation
The determination, as of a valuation date, of the normal cost, actuarial accrued lability, actuarial value of
assets and related actuarial present values for a pension plan. These valuations are performed annually or
when an employer is contemplating a change to their plan provisions.

Actuarial Value of Assets
The actuarial value of assets used for funding purposes is obtained through an asset smoothing technique

where investment gains and losses are partially recognized in the year they are incurred, with the remainder
recognized in subsequent years,

This method helps to dampen large fluctuations in the employer contribution rate.

Amortization Bases
Separate payment schedules for different portions of the unfunded liability. The total unfunded liability of a
risk pool or non-pooled plan can be segregated by “cause", creating “bases” and each such base will be
separately amortized and paid for over a specific period of time. This can be fikened to a home mortgage
that has 24 years of remaining payments and a second on that morigage that has 10 years left. Fach base
or each mortgage note has its own terms (payment period, principal, etc.)

Generally in an actuarial valuation, the separate bases consist of changes in unfunded Hability due to
amendments, actuarial assumption changes, actuarial methodology changes, and gains and losses.
Payment periods are determined by Board policy and vary based on the cause of the change.

Amortization Period
The number of years required to pay off an amortization base.

Annual Required Contributions (ARC)
The employer's periodic required annual contributions to a defined benefit pension plan as set forth in GASB
Statement No. 27, calculated in accordance with the plan assumptions. The ARC is determined by
multiplying the employer contribution rate by the payroll reported to CalPERS for the applicable fiscal year,
However, if this contribution is fully prepaid in a lump sum, then the dollar value of the ARC is equal to the
Lump Sum Prepayment.

Entry Age
The earliest age at which a plan member begins to accrue benefits under a defined benefit pension plan or
risk pool. In most cases, this is age of the member on their date of hire.

Entry Age Normal Cost Method
An actuarial cost method designed to fund a member's total plan benefit over the course of his or her
career. This method is designed to vield a rate expressed as a level percentage of payroll.
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(The assumed retirement age less the entry age is the amount of time required to fund a member’s total
benefit. Generally, the older a member on the date of hire, the greater the entry age normal cost. This is
mainly because there is less time to earn investment income to fund the future benefits.)

Fresh Start
A fresh start is the single amortization base created when multiple amortization bases are collapsed into one
base and amortized over a new funding period.

Funded Status
A measure of how well funded a plan is. Or equivalently, how "on track" a plan is with respect to assets vs.
accrued liabilities. A ratio greater than 100% means the plan or risk poo! has more assets than liabilities
and a ratio less than 100% means liabilities are greater than assets. A funded ratio based on the Actuarial
Value of Assets Indicates the progress toward fully funding the plan using the actuarial cost methods and
assumptions. A funded ratio based on the Market Value of Assets indicates the short-term solvency of the
plan.

GASB 27
Statement No. 27 of the Governmental Accounting Standards Board. The accounting standard governing a
state or local governmental employer’s accounting for pensions.

Lump Sum Contribution
A payment made by the employer to reduce or eliminate the unfunded liability.

Normal Cost
The annual cost of service accrual for the upcoming fiscal year for active employees. The normal cost
should be viewed as the long term contribution rate,

Pension Actuary
A person who is responsible for the calculations necessary to properly fund a pension plan.

Prepayment Contribution
A payment made by the employer to reduce or eliminate the year’s required employer contribution.

Present Value of Benefits
The total dollars needed as of the valuation date to fund all benefits earned in the past or expected to be
earned in the future for current members.

Rolling Amortization Period
An amortization period that remains the same each year, rather than dedlining.

Superfunded
A condition existing when the actuarial value of assets exceeds the present value of benefits. When this
condition exists on a given valuation date for a given plan, employee contributions for the rate year covered
by that valuation may be waived.

Unfunded Liability or Unfunded Accrued Liability {(UAL)
A plan with an actuarial value of assets below the accrued liability is said to have an unfunded liability and
must temporarily increase contributions to get back on schedule,

99 of 159



Winston & Strawn LLP

101 California Street
San Francisco, CA 94111-5802

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Case 12-32118 Doc 478 Page 100 of 159

Exhibit G

CalPERS Actuarial Valuation as of June 30, 2010 at 5 (Safety Plan of the City of Stockton)

SF:338121.1

100 of 159




Case 12-32118 Doc 478 Page 101 of 159

California Public Employees’ Retirement System
Actuarial Office
P.O. Box 942701

\ ’,/ Sacramento, CA 94228-2701
AN v e16) 7053240

(888) 225-7377 phone - (916) 795-2744 fax
CalPERS

www.calpers.ca.gov

October 2011

SAFETY PLAN OF THE CITY OF STOCKTON (EMPLOYER # 55)
Annua! Valuation Report as of June 30, 2010

Dear Employer,

As an attachment to this letter, you will find a copy of the June 30, 2010 actuarial valuation report of your pension
plan. This report contains important actuarial information about your pension plan ‘at CalPERS. Your CalPERS staff
actuary is available to discuss the report with you.

Changes Since the Prior Year’s Valuation

A temporary modification to our method of determining the actuarial value of assets and amortizing gains and losses
was implemented for the valuations as of June 30, 2009 through June 30, 2011. The effect of those modifications
continue in this valuation.

There may also be changes specific to your plan such as contract amendments and funding changes.

Further descriptions of general changes are included in the “Highlights and Executive Summary” section and in
Appendix A, “Statement of Actuarial Data, Methods and Assumptions.” The effect of the changes on your rate is
included in the “Recondiliation of Required Employer Contributions.”

Future Contribution Rates

The exhibit below displays the required employer contribution rate and Superfunded status for 2012/2013 along with
estimates of the contribution rate for 2013/2014 and 2014/2015 and the probable Superfunded status for 2013/2014,
The estimated rate for 2013/2014 is based solely on a projection of the investment return for fiscal 2010/2011, namely
20.0%. The estimated rate for 2014/2015 uses the valuation assumption of 7.75% as the investment return for fiscal
201172012, See Appendix D, “Investment Return Sensitivity Analysis”, for rate projections under a variety of
investment return scenarios. Please disregard any projections that we may have provided to you in the past.

Fiscal Year Employer Contribution Rate Superfunded?
2012/2013 31.790% NO
2013/2014 32.5% (projected) NO
2014/2015 33.2% (projected) N/A

Member contributions {whether paid by the employer or the employee) are in addition to the above rates.

The estimates for 2013/2014 and 2014/2015 also assume that there are no future amendments and no liability gains
or losses (such as larger than expected pay increases, more retirements than expected, etc.). This is a very
important assumption because these gains and losses do occur and can have a significant impact on
your contribution rate. Even for the largest plans, such gains and losses often cause a change in the employer's
contribution rate of one or two percent and may be even larger in some less common instances. These gains and
losses cannot: be predicted in advance so the projected employer contribution rates are just estimates. Your actual
rate for 2013/2014 will be provided in next year’s report.
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SAFETY PLAN OF THE CITY OF STOCKTON (EMPLOYER # 55)
October 2011
Page 2

We are very busy preparing actuarial valuations for other public agencies and expect to complete all such valuations by
the end of October. We understand that you might have a number of questions about these results. While we are very
interested in discussing these results with your agency, in the interest of allowing us to give every public agency their
result, we ask that, if at all possible, you wait until after October 31 to contact us with questions. If you have
questions, please call (888) CalPERS (225-7377).

Sincerely,

/. é%,./

ALAN MILLIGAN, MAAA, FCA, FSA, FCIA
Chief Actuary
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D

CalPERS

ACTUARIAL VALUATION
as of June 30, 2010
for the
SAFETY PLAN
of the
CITY OF STOCKTON

(EMPLOYER # 55)

REQUIRED CONTRIBUTIONS
FOR FISCAL YEAR
July 1, 2012 — June 30, 2013
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CALPERS ACTUARIAL VALUATICN - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

ACTUARIAL CERTIFICATION

To the best of our knowledge, this report is complete and accurate and contains sufficient information to
disclose, fully and faitly, the funded condition of the SAFETY PLAN OF THE CITY OF STOCKTON, This
valuation is based on the member and financial data as of June 30, 2010 provided by the various CalPERS
databases and the benefits under this plan with CalPERS as of the date this report was produced. It is our
opinion that the valuation has been performed in accordance with generally accepted actuarial principles, in
accordance with standards of practice prescribed by the Actuarial Standards Board, and that the
assumptions and methods are internally consistent and reasonable for this plan, as prescribed by the
CalPERS Board of Administration according to provisions set forth in the California Public Employees’
Retirement Law.

The undersigned listed are actuaries for CalPERS. Both are members of the American Academy of Actuaries
and the Society of Actuaries and meet the Qualification Standards of the American Academy of Actuaries to
render the actuarial opinion contained herein,

KELLY STURM, ASA, MAAA
Assoclate Pension Actuary, CalPERS
Plan Actuary

Mo fs

ALAN MILLIGAN, MAAA, FCA, FSA, FCIA
Chief Actuary
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HIGHLIGHTS AND EXECUTIVE SUMMARY
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CALPERS ACTUARIAL VALUATION - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Purpose of the Report

This report presents the results of the June 30, 2010 actuarial valuation of the SAFETY PLAN OF THE CITY
OF STOCKTON of the California Public Employees” Retirement System (CalPERS). The valuation was
prepared by the Plan Actuary in order to:

set forth the actuarial assets and accrued liabilities of this plan as of June 30, 2010;
certify that the actuarially required employer contribution rate of this plan for the fiscal year July 1,
2012 through June 30, 2013 is 31.790%;

»  provide actuarial information as of June 30, 2010 to the CalPERS Board of Administration and other
interested parties; and

« provide pension information as of June 30, 2010 to be used in financial reports subject to Governmental

Accounting Standards Board {GASB) Statement Number 27 for a Single Employer Defined Benefit
Pension Plan.

The use of this report for any other purposes may be inappropriate. In particular, this report does not
contain information applicable to termination or alternative benefit costs. The employer should contact thelr
actuary before disseminating any portion of this report for any reason that is not explicitly described above.

Required Contributions

Fiscal Year Fiscal Year
201172012 201272013
Required Employer Contributions
Employer Contribution Required (in Projected Dollars)
Payment for Normal Cost $ 13,063,744  § 12,470,419
Payment on the Amortization Bases 5,704,029 6,704,208
Total (not less than zero) $ 18,767,773  § 19,174,627
Annual Lump Sum Prepayment Option* $ 18,080,236 ¢ 18,472,186
Employer Contribution Required (Percentage of Payroll)
Payment for Normal Cost 20.255% 20.675%
Payment on the Amortization Bases 8.844% 11.115%
Total (not less than zero) 29.095% 31.790%

Funded Status

June 30, 2009 June 30, 2010

Present Value of Projected Benefits $ 889,036,852 § 914,777,607
Entry Age Normal Accrued Liability $ 724,324,197  § 758,325,561
Actuarial Value of Assets (AVA) 644,939,577 662,601,684
Unfunded Liability (AVA) $ 79,384,620 $ 95,723,877
Market Value of Assets (MVA) $ 461,800,556 ¢ 509,873,530
Unfunded Liability (MVA) 262,523,641 248,452,031
Funded Status (MVA) 63.8% 67.2%
Superfunded Status No No

* Payment must be received by CalPERS before the first payroll of the new fiscal year and after June 30.
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CALPERS ACTUARIAL VALUATION - June 30, 2010

SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Cost and Volatility

Actuarial Cost Estimates in General

What will this pension plan cost? Unfortunately, there is no simple answer, There are two major reasons for
the complexity of the answer. First, all actuarial calculations, including the ones in this report, are based on
a number of assumptions about the future. These assumptions can be divided into two categories.

+ Demographic assumptions include the percentage of employees that will terminate, die, become
disabled, and retire in each future year.

« FEconomic assumptions include future salary increases for each active employee, and the
assumption with the greatest impact, future asset returns at CalPERS for each year into the future
until the last dollar is paid to current members of your plan.

While CalPERS has set these assumptions to reflect our best estimate of the real future of your plan, it must
be understood that these assumptions are very long term predictors and will surely not be realized in any
one year. For example, while the asset earnings at CalPERS have averaged more than the assumed return
of 7.75% for the past twenty year period ending June 30, 2011, returns for each fiscal year ranged from
-24% to +20.7%

Second, the very nature of actuarial funding produces the answer to the question of plan cost as the sum of
two separate pieces.
« The Normal Cost (i.e., the future annual premiums in the absence of surplus or unfunded Hlability)
expressed as a percentage of total active payroll,
o The Past Service Cost or Accrued Liability (i.e., the current value of the benefit for all credited past
service of current members) which is expressed as a lump sum dollar amount.

The cost is the sum of a percent of future pay and a lump sum dollar amount (the sum of an apple and an
orange if you will). To communicate the total cost, either the Normal Cost (i.e., future percent of payroll)
must be converted to a lump sum dollar amount (in which case the total cost is the present value of
benefits), or the Past Service Cost (i.e., the lump sum) must be converted to a percent of payroll (in which
case the total cost is expressed as the employer’s rate, part of which is permanent and part temporary).
Converting the Past Service Cost lump sum to a percent of payroll requires a specific amortization period,
and the employer rate will vary depending on the amortization period chosen.

Rate Volatility

As is stated above, the actuarial calculations supplied in this communication are based on a number of
assumptions about very long term demographic and economic behavior. Unless these assumptions
(terminations, deaths, disabilities, retirements, salary growth, and investment return) are exactly realized
each year, there will be differences on a year to year basis. The year-to-year differences between actual
experience and the assumptions are calfed actuarial gains and losses and serve to lower or raise the
employer's rates from one year {o the next. Therefore, the rates will inevitably fluctuate, especially due to
the ups and downs of investment returns,

Plans that have higher asset to payroll ratios produce more volatile employer rates due to investment
return. On the following page we have shown your volatility index, a measure of the plan’s potential future
rate volatility. It should be noted that this ratio increases over time but generally tends to stabilize as the
plan matures.

Page 6
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CALPERS ACTUARIAL VALUATION - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON

EMPLOYER NUMBER 55
Rate Volatility As of June 30, 2010
Market Value of Assets without Receivables $ 509,093,846
Payroll 54,798,082
Volatility Index 9.3

Changes since the Prior Valuation

Actuarial Assumptions

There were no changes made to the actuarial assumptions since the prior year's actuarial valuation. The
only exception would be changes necessary to reflect a benefit amendment.

Actuarial Methods

A method change was adopted by the CalPERS Board in June 2009. We are in the second year of a 3-year
temporary change to the asset smoothing method and the amortization of gains and losses in order to
phase in the impact of the -24% investment loss experienced by CalPERS in fiscal year 2008-2009, The
following changes were adopted:

» Increase the corridor limits for the actuarial value of assets from 80%-120% of market value
to 60%-140% of market value on June 30, 2009

¢ Reduce the corridor limits for the actuarial value of assets to 70%-130% of market value on
June 30, 2010

s  Return to the 80%-120% of market value corridor limits for the actuarial value of assets on
June 30, 2011 and thereafter

« Isolate and amortize all gains and losses during fiscal year 2008-2009, 2009-2010 and 2010~
2011 over fixed and dedining 30 year periods (as opposed to the current rolling 30 year
amortization)

A complete description of all methads is in Appendix A. The detailed calculation of the actuarial value of
assets is shown in the "Development of the Actuarial Value of Assets.”

Benefits

The standard actuarial practice at CalPERS is to recognize mandated legislative benefit changes in the first
annual valuation whose valuation date follows the effective date of the legislation. Voluntary benefit
changes by plan amendment are generally included in the first valuation that is prepared after the
amendment becomes effective even if the valuation date is prior to the effective date of the amendment.

This valuation generally reflects plan changes by amendments effective before the date of the report.
Please refer to Appendix B for a summary of the plan provisions used in the valuation. The effect of any
mandated benefit changes or plan amendments on the unfunded lability is shown in the “(Gain)/Loss
Analysis” and the effect on your employer contribution rate is shown in the “Reconciliation of Required
Employer Contributions”, 1t shouid be noted that no change in liability or rate is shown for any plan
changes which were already included in the prior year’s valuation.
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SUMMARY OF LIABILITIES AND RATES

DEVELOPMENT OF ACCRUED AND UNFUNDED LIABILITIES
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EMPLOYER CONTRIBUTION RATE HISTORY

FUNDING HISTORY
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CALPERS ACTUARIAL VALUATION - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Development of Accrued and Unfunded Liabilities

1.

Present Value of Projected Benefits

a) Active Members

b) Transferred Members

¢} Terminated Members

d) Members and Beneficlaries Receiving Payments
e) Total

Present Value of Future Employer Normal Costs
Present Value of Future Employee Contributions

Entry Age Normal Accrued Liability

a) Active Members [(1a) - (2) - (3)]

b) Transferred Members (1b)

¢) Terminated Members (1c)

d) Members and Beneficiaries Receiving Payments (1d)
e) Total

Actuarial Value of Assets

Unfunded Accrued Liability [(4e) — (5)]

& B R i

B B -

402,601,036
6,031,518
2,902,889

503,242,164

914,777,607
108,408,015
48,044,031
246,148,990
6,031,518

2,902,889
503,242,164

758,325,561
662,601,684

95,723,877
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CALPERS ACTUARIAL VALUATION - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

(Gain)/Loss Analysis 6/30/09 - 6/30/10

To calculate the cost requirements of the plan, assumptions are made about future events that affect the
amount and timing of benefits to be paid and assets to be accumulated, Each year actual experience is
compared to the expected experience based on the actuarial assumptions. This results in actuarial gains or
losses, as shown below.

A Total (Gain)/Loss for the Year*

NOUAWNRO VONOUAWNE

Unfunded Accrued Liability (UAL) as of 6/30/09

Expected Payment on the UAL during 2009/2010

Interest through 6/30/10 [.0775 x (A1) - ((1.0775)% - 1) x (A2)]
Expected UAL before all other changes [(Al) - (A2) + (A3)]
Change due to plan changes

Change due to assumption change

Expected UAL after all other changes [(A4) + (A5) + (A6)]
Actual UAL as of 6/30/10

Total (Gain)/Loss for 2009/2010 [(A8) - (A7)}

ontribution (Gain)/Loss for the Year

Expected Contribution (Employer and Employee)
Interest on Expected Contributions

Actual Contributions

Interest on Actual Contributions

Expected Contributions with Interest [{B1) + (B2)]

.Actual Contributions with Interest [(B3) + (B4)]

Contribution (Gain)/Loss [(B5} - (B6)]

C Asset {Gain)/Loss for the Year

1
2
3
4.
5.
6
7
8
9

10.
11
12.

Actuarial Value of Assets as of 6/30/09 Including Receivables
Receivables as of 6/30/09

Actuarial Value of Assets as of 6/30/09

Contributions Received

Benefits and Refunds Paid

Transfers/Misc. Adjustments

Expected Int. [.0775 x (C3) + ((1.0775)" - 1) x ((C4) + (C5) + (C6))]
Expected Assets as of 6/30/10 [(C3) + (C4) + (C5) + (C6) + {C7)]
Receivables as of 6/30/10

Expected Assets Including Recelvables

Actual Actuarial Value of Assets as of 6/30/10

Asset (Gain)/Loss [(C10) ~ (C11}]

D Liability (Gain)/Loss for the Year

P

Total (Gain)/Loss (A9)

Contribution (Gain)/Loss (B7)

Asset (Gain)/Loss (C12)

Liability (Gain)/Loss [(D1) - (D2) - (D3}]

Development of the (Gain)/Loss Balance as of 6/30/10%*

1,
2.
3.
4,

(Gain)/Loss Balance as of 6/30/09

Payment Made on the Balance during 2009/2010

Interest through 6/30/10 [.0775 x (1) - ((1.0775)4% - 1) x (2)]
Scheduled (Gain)/Loss Balance as of 6/30/10 {(1) - (2) + (3)]

$

A

$

79,384,620
669,130
6,126,863
84,842,353
0

0
84,842,353
95,723,877

10,881,524

18,368,399
698,495
18,304,662
696,071
19,066,894
19,000,733

66,161

644,939,577
909,447
644,030,130
18,304,662
(36,608,009)
135,047
49,221,450
675,083,280
779,684
675,862,964
662,601,684

13,261,280

10,881,524
66,161
13,261,280

(2,445,917)

18,492,200
67,811
1,430,567

19,854,956

* The Total {Gain)/Loss for 2008/2010 is being amortized over a fixed and declining 30-year period and is

shown as “Special (Gain)/Loss” in the “Schedule of Amortization Bases” on the following page.

*% This (Gain)/Loss represents the 6/30/10 balance of the accumulation of (gains)/losses through 6/30/08
and is amortized using a rolling 30-year period. Gains and losses incurred after 6/30/2011 will again
accumulate to this base.
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CALPERS ACTUARIAL VALUATION - June 30, 2010

SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Reconciliation of Required Employer Contributions

Percentage Estimated $

of Based on
Projected Projected
Payroll Payroll
1. Contribution for 7/1/11 - 6/30/12 {from prior year annual report) 29.099% $ 18,767,773
2. Effect of changes since the prior year annual valuation
a) Effect of unexpected changes in demographics and financial results  2.691% 1,623,182
b) Effect of plan changes 0.000% 0
¢) Effect of changes in Assumptions 0.000% 0
d) Effect of change in payroli - (1,216,328)
e) Effect of efimination of amortization base 0.000% 0
f) Effect of changes due to Fresh Start 0.000% 0
g) Net effect of the changes above [Sum of (&) through ()] 2.691% 406,854
3. Contribution for 7/1/12 - 6/30/13 [(1)+(2¢)] 31.790% 19,174,627

The contribution actually paid (item 1) may be different if a prepayment of unfunded actuarial liability is
made or a plan change became effective after the prior year’s actuarial valuation was performed.

Page 14
114 of 159

Rl



Case 12-32118 Doc 478 Page 115 of 159

CALPERS ACTUARIAL VALUATION - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Employer Contribution Rate History

The table below provides a recent history of the employer contribution rates for your plan, as determined by
the annual actuarial valuation. It does not account for prepayments or benefit changes made in the middle
of the year.

Required By Valuation

Fiscal Employer Total Employer
Year Normal Cost Unfunded Rate Contribution Rate
2008 - 2009 19.289% 2.232% 21.521%
2008 - 2010 19.053% 2.308% 21.361%
2010 - 2011 19.193% 4.078% 23.271%
2011 - 2012 20.255% 8.844% 29.099%
2012 - 2013 20.675% 11.115% 31.790%

Funding History

The Funding History below shows the recent history of the actuarial accrued liability, the market value of
assets, the actuarial value of assets, funded ratios and the annual covered payroll. The Actuarial Value of
Assets is used to establish funding requirements and the funded ratic on this basis represents the progress
toward fully funding future benefits for current plan participants. The funded ratic based on the Market
Value of Assets is an indicator of the short-term solvency of the plan.

Valuation Accrued Actuarial Market Value Funded Annual
Date Liability Value of of Ratio Covered
Assets (AVA) Assets (MVA) AVA MVA Payroll
06/30/06 ¢ 579,610,838 § 462,052,280 $ 492,922,590 79.7% 85.0% $ 52,289,374
06/30/07 619,816,290 592,315,427 677,896,511 95.6% 109.4% 54,127,744
06/30/08 664,028,434 625,633,414 630,768,567 94.2% 95.0% 56,811,031
06/30/09 724,324,197 644,939,577 461,800,556 89.0% 63.8% 58,595,623
06/30/10 758,325,561 662,601,684 509,873,530 87.4% 67.2% 54,798,082
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CALPERS ACTUARIAL VALUATION - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Reconciliation of the Market Value of Assets

Do OOENDU AWM

Market Value of Assets as of 6/30/09 Including Receivables
Receivables for Service Buybacks as of 6/30/09

Market Value of Assets as of 6/30/09

Employer Contributions

Employee Contributions

Benefit Payments to Retirees and Beneficiaries

Refunds

Lump Sum Payments

Transfers and Miscellaneous Adjustments

Investment Return

Market Value of Assets as of 6/30/10

Receivables for Service Buybacks as of 6/30/10

Market Value of Assets as of 6/30/10 Including Receivables

$

461,800,556
909,447
460,891,109
12,260,454
6,044,208
(36,449,013)
(158,996)

0

135,047
66,371,037

509,093,846
779,684
509,873,530

Development of the Actuarial Value of Assets

1. Actuarial Value of Assets as of 6/30/09 Used For Rate Setting Purposes $ 644,939,577
2. Receivables for Service Buybacks as of 6/30/09 909,447
3. Actuarial Value of Assets as of 6/30/09 ' 644,030,130
4. Employer Contributions 12,260,454
5. Employee Contributions 6,044,208
6. Benefit Payments to Retirees and Beneficiaries (36,449,013)
7. Refunds (158,996)
8. lump Sum Payments 0
9. Transfers and Miscellaneous Adjustments 135,047
10, Expected Investment Income at 7.75% 49,221,450
11. Expected Actuarial Value of Assets $ 675,083,280
12. Market Value of Assets as of 6/30/10 $ 509,083,846
13. Preliminary Actuarial Value of Assets [(11) + ((12) — (11)) / 15] 664,017,318
14. Maximum Actuarial Value of Assets {130% of (12)) 661,822,000
15. Minimum Actuarial Value of Assets (70% of (12)) 356,365,692
16. Actuarial Value of Assets {Lesser of [(14), Greater of ({13), (1501} 661,822,000
17. Actuarial Value to Market Value Ratio 130.0%
18. Receivables for Service Buybacks as of 6/30/10 779,684
19, Actuarial Value of Assets as of 6/30/10 Used for Rate Setting Purposes $ 662,601,684
Page 19
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Asset Allocation

CalPERS follows a strategic asset allocation policy that identifies the percentage of funds to be invested in
each asset class. The current target allocation was adopted by the Board in December 2010,

The asset allocation and market value of assets shown below reflect the values of the Public Employees
Retirement Fund (PERF) in its entirety as of June 30, 2010. The assets for CITY OF STOCKTON SAFETY

PLAN are part of the Public Employees Retirement Fund {(PERF) and are invested accordingly.

(B) ©) (D)
(A) Market Value Current Current
Asset Class (% Billion) Allocation Target
1) Short-term Investments 9.3 4.6% 4.0%
2) Total Global Fixed Income 53.4 26.2% 16.0%
3) Total Equities 91.9 45.1% 49.0%
4) Inflation Linked (ILAC) 5.0 2.5% 4.0%
5) Total Real Estate 15.2 7.5% 13.0%
6) Alternative Investments 28.7 14.1% 14.0%
Total Fund 203.5! 100.0% 100.0%
14.1% 4.6% Short-term
Alternative Investments
Investments
7.5% Real 4 26.2% Fixed
Estate /08 Income
2.5% ILAC

45.1% Total
Equites

! Differences between investment values above and the values on the Summary of Investments on
page 23 of the Comprehensive Annual Financial Report {Year Ended June 30, 2010) are due to
differences in reporting methods. The Summary of Investments includes Net Investment

Receivables/Payables.
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CALPERS ACTUARIAL VALUATION - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

CalPERS 20-Year History of Investment Returns

The following is a chart with historical annual returns of the Public Employees Retirement Fund for each
fiscal year ending on June 30. Beginning with June 30, 2002 the figures are reported as gross of fees.
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« SUMMARY OF VALUATION DATA
» ACTIVE MEMBERS

*» TRANSFERRED AND TERMINATED MEMBERS

» RETIRED MEMBERS AND BENEFICIARIES
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CALPERS ACTUARIAL VALUATION - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Summary of Valuation Data

1, Active Members
a) Counts
b} Average Attained Age
c) Average Entry Age to Rate Plan
d) Average Years of Service
e) Average Annual Covered Pay
f} Annual Covered Payroll

g) Projected Annual Payroll for Contribution Year

h) Present Value of Future Payroll

2. Transferred Members
a) Counts
b) Average Attained Age
¢) Average Years of Service
d) Average Annual Covered Pay

3. Terminated Members
a) Counts
b) Average Attained Age
¢) Average Years of Service
d) Average Annual Covered Pay

4. Retired Members and Beneficiaries
a) Counts
b) Average Attained Age
c) Average Annual Benefits

5. Active to Retired Ratio

June 30, 2009

644
38,41

27.34

11.07

$ 90,987
58,595,623
64,496,383
569,763,419

89

40.32

293

$ 80,605

9

38.62

2.46

$ 50,954

655
64.36
$ 51,976

0.98

June 30, 2010

589

38.74

27.25

11.49

$ 93,036
54,798,082
60,316,418
533,822,630

94

40.18

2.83

$ 80,540

104

39.11

2.27

$ 52,918

690
64.44
$ 54,891

0.85

Counts of members included in the valuation are counts of the records processed by the valuation. Multiple
records may exist for those who have service in more than one valuation group. This does not result in

double counting of liabilities.
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Active Members

Counts of members included in the valuation are counts of the records processed by the valuation. Multiple
records may exist for those who have service in more than one valuation group. This does not result in
double counting of liabilities,

Distribution of Active Members by Age and Service

Years of Service at Valuation Date

Attained

Age 0-4 5-9 10-14 15-19 20-25 25+ Total
15-24 4 0 0 0 0 0 4
25-29 47 24 0 0 0 0 71
30-34 39 67 11 0 0 0 117
35-39 21 52 49 19 0 0 141
40-44 5 24 23 53 20 0 125
45-49 0 7 i1 39 32 13 102
50-54 0 1 4 5 10 5 25
55-59 0 0 1 2 0 1 4
60-64 0 0 0 0 0 0 0

65 and over 0 0 0 0 0 0 0

All Ages 116 175 99 118 62 19 589
Distribution of Average Annual Salaries by Age and Service
Years of Service at Valuation Date
Attained
Age 0-4 5-9 10-14 15-19 20-25 25+ Average

15-24 $64,802 $0 $0 $0 $0 $0 $64,802
25-25 68,513 81,372 0 0 0 0 72,859
30-34 70,008 84,605 96,356 0 0 0 80,844
35-39 69,559 87,321 98,216 110,548 0 0 91,592
40-44 75,563 84,731 94,947 104,205 117,970 0 99,819
45-49 0 82,879 95,705 105,192 124,055 127,475 111,395
50-54 0 90,138 97,998 106,632 106,825 127,326 108,807
55-59 0 0 114,146 96,606 0 125,397 108,189
60-64 0 0 0 0 0 0 0

65 and over ¢ 0 0 0 0 0 0

AllAges  $69,381 $84,949 $97,123  $105,527  $119,313  $127,327 493,036

Page 26
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SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Transferred and Terminated Members

Distribution of Transfers to Other CalPERS Plans by Age and Service

Years of Service at Valuation Date

Attained Average
Age 0-4 5-9 10-14 15-19  20-25 25+ Total Salary
15-24 0 0 0 0 0 0 ] $0
25-29 9 0 0 0 0 0 9 70,555
30-34 13 0 0 0 0 0 13 72,826
35-39 21 4 0 0 0 0 25 78,510
40-44 17 4 4 0 0 0 25 91,250
45-49 9 3 1 0 0 0 13 77,001
50-54 4 2 0 0 0 0 6 91,071
55-59 2 0 0 0 0 0 2 57,545
60-64 1 0 0 0 0 0 1 82,478
65 and over 0 0 c 0 0 0 0 0
All Ages 76 13 5 0 0 ¢ 94 80,540

Distribution of Terminated Participants with Funds on Deposit by Age and Service

Years of Service at Valuation Date

Attained Average
Age 0-4 5-9 10-14 15-19 20-25 25+ Total Salary
15-24 2 0 0 0 0 0 2 $58,363
25-29 i3 0 0 0 0 0 13 52,059
30-34 18 0 0 0 0 0 18 52,786
35-39 24 1 0 1 0 0 26 54,494
40-44 16 3 1 1 0 0 21 55,645
45-49 11 1 2 0 0 0 14 52,816
50-54 5 1 1 0 0 0 7 40,462
55-59 i 0 0 0 0 0 27,481
60-64 1 0 0 0 0 0 48,963

65 and over 1 0 0 0 0 0 1 75,331

All Ages 92 6 4 2 0 0 104 52,918
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Retired Members and Beneficiaries

Distribution of Retirees and Beneficiaries by Age and Retirement Type*

Non- Non- Death
Attained Service Industrial Industrial  Industrial Industrial After
Age Retirement  Disability  Disability Death Death Retirement  Total
Under 30 0 0 0 0 0 0 o
30-34 0 0 2 0 0 0 2
35-39 0 0 9 0 0 0 9
40-44 0 1 23 0 0 0 24
45-49 it} 0 22 0 i 0 23
50-54 53 1 33 0 i 3 91
55-59 51 o 37 0 1 6 o5
60-64 65 o 55 0 i 9 130
65-69 61 3 40 0 2 11 117
70-74 35 i 22 0 2 10 70
75-79 34 o 8 0 0 13 55
80-84 20 ¢ 6 0 0 20 46
85 and Over 9 0 0 1 17 28
All Ages 328 6 258 0 9 89 690
Distribution of Average Annual Amounts for Retirees and Beneficiaries by Age
and Retirement Type* ‘
Non-~- Non- Death
Attained Service Industrial Industrial Industrial Industrial After
Age Retirement  Disability Disability Death Death Retirement  Average
Under 30 $0 $0 $0 $0 $0 $0 $0
30-34 0 0 36,059 0 0 0 36,059
35-39 0 0 34,796 0 0 0 34,796
40-94 0 9,444 42,386 0 0 0 41,014
45-49 0 0 29,290 0 73,422 0 31,209
50-54 87,462 12,499 57,023 0 63,976 48,689 74,063
55-59 81,142 0 60,468 0 73,841 38,424 70,315
60-64 71,065 0 65,866 0 27,827 37,023 66,176
65-69 61,824 39,509 46,536 0 29,032 33,696 52,820
70-74 49,489 23,408 56,091 0 31,445 35,122 48,623
75-75 41,044 0 37,405 0 0 32,195 38,423
80-84 38,973 0 46,335 0 0 17,223 30,476
85 and Over 37,990 0 5,687 0 24,306 17,296 23,783
All Ages $65,284 $27,313 $52,033 $0 $42,703 $27,963 $54,891
Page 28
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CALPERS ACTUARIAL VALUATION - June 30, 2010
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Retired Members and Beneficiaries (continued)

Distribution of Retirees and Beneficiaries by Years Retired and Retirement Type*

Non- Non- Death
Years Service Industrial Industrial Industrial Industrial After
Retired Retirement Disability Disability Death Death Retirement Total

Under 5 Yrs 97 1 57 0 0 25 180
5-9 71 0 72 0 0 26 169
10-14 62 2 38 0 0 13 115
15-19 32 1 45 0 3 2 83
20-24 32 0 26 0 4 3 65
25-29 28 i 10 V] 2 4 45
30 and Over 6 1 10 0 0 16 33
All Years 328 6 258 0 9 89 690

Distribution of Average Annual Amounts for Retirees and Beneficiaries by Years Retired and

Retirement Type*
Non- Non- Death
Years Service Industrial Industrial Industrial Industrial After
Retired Retirement  Disability Disability Death Death Retirement Average

Under 5 Yrs $83,931 $9,444 $64,370 $0 $0 $33,197 $70,277
5-9 76,147 0 64,962 0 0 27,982 63,972
10-14 57,993 40,249 45,629 0 0 31,066 50,555
15-19 45,463 33,631 38,005 0 43,640 22,428 40,656
20-24 45,898 0 44,238 0 49,883 36,089 45,027
25-29 39,816 23,408 27,032 0 26,938 17,695 34,071
30 and Over 38,566 16,896 21,368 0 0 18,968 23,196
All Years $65,284 $27,313 $52,033 $0 $42,703 $27,963 $54,891

* Counts of members do not include alternate payees receiving benefits while the member is still working.
Therefore, the total counts may not match information on page 25 of the report. Multiple records may exist for
those who have service in more than one coverage group. This does not result in double counting of liabilities.

Pagé Byof 159



Case 12-32118 Doc 478 Page 126 of 159

APPENDICES

« APPENDIX A - STATEMENT OF ACTUARIAL DATA, MEYHODS AND
ASSUMPTIONS

e APPENDIX B - SUMMARY OF PRINCIPAL PLAN PROVISIONS
e APPENDIX C - GASB STATEMENT NO. 27
» APPENDIX D - INVESTMENT RETURN SENSITIVITY ANALYSIS

o APPENDIX E - GLOSSARY OF ACTUARIAL TERMS

126 of 159



Case 12-32118 Doc 478 Page 127 of 159

APPENDIX A

¢« STATEMENT OF ACTUARIAL DATA, METHODS AND ASSUMPTIONS

127 of 159



Case 12-32118 Doc 478 Page 128 of 159

CALPERS ACTUARIAL VALUATION ~ June 30, 2010 APPENDIX A
STATEMENT OF ACTUARTAL METHODS AND ASSUMPTIONS

Actuarial Data

As stated in the Actuarfal Certification, the data which serves as the basis of this valuation has been
obtained from the various CalPERS databases. We have reviewed the valuation data and believe that it is
reasonable and appropriate in aggregate. We are unaware of any potential data issues that would have a
material effect on the results of this valuation, except that data does not always contain the latest salary
information for former members now In reciprocal systems and does not recognize the potential for
unusually large salary deviation in certain cases such as elected officials. Therefore, salaty information in
these cases may not be accurate. These situations are relatively infrequent, however, and when they do
occur, they generally do not have a material impact on the employer contribution rates.

Actuarial Methods

Funding Method

The actuarial funding method used for the Retirement Program is the Entry Age Normal Cost Method.
Under this method, projected benefits are determined for all members and the associated liabilities are
spread in a manner that produces level annual cost as a percent of pay in each year from the age of hire
(entry age) to the assumed retirement age. The cost allocated to the current fiscal year is called the normal
cost.

The actuarial accrued liability for active members is then calculated as the portion of the total cost of the
plan allocated to prior years. The actuarial accrued liability for members currently receiving benefits, for
active members beyond the assumed retirement age, and for members entitled to deferred benefits, is
equal to the present value of the benefits expected to be paid. No normal costs are applicable for these
participants.

The excess of the total actuarial accrued liability over the actuarial value of plan assets is called the
unfunded actuarial accrued liability. Funding reguirements are determined by adding the normal cost and
an amortization of the unfunded liability as a level percentage of assumed future payrolls. All changes in
liability due to plan amendments, changes in actuarial assumptions, or changes in actuarial methodology are
amortized separately over a 20-year period. All gains or losses are tracked and amortized over a rolling 30-
year period with the exception of special gains and losses in fiscal years 2008-2009, 2009-2010 and 2010-
2011. Each of these years’ gains or losses will be isolated and amortized over fixed and declining 30 year
periods (as opposed to the current rolling 30 year amortization). If a plan‘s accrued liability exceeds the
actuarial value of assets, the annual contribution with respect to the total unfunded liability may not be less
than the amount produced by a 30-year amortization of the unfunded liability.

Additional contributions will be required for any plan or pool if their cash flows hamper adequate funding
progress by preventing the expected funded status on a market value of assets basis of the plan to either:

» Increase by at least 15% by June 30, 2043; or
» Reach a level of 75% funded by June 30, 2043

The necessary additional contribution will be obtained by changing the amortization period of the gains and
losses prior to 2009 to a period which will result in the satisfaction of the above criteria. CalPERS actuaries
will reassess the criteria above when performing each future valuation to determine whether or not
additional contributions are necessary.

An exception to the funding rules above is used whenever the application of such rules results in
inconsistencies. In these cases a “fresh start” approach is used. This simply means that the current
unfunded actuarial liability is projected and amortized over a set number of years. As mentioned above, if
the annual contribution on the total unfunded liability was less than the amount produced by a 30-year
amortization of the unfunded liability, the plan actuary would implement a 30-year fresh start. Howaever, in
the case of a 30-year fresh start, just the unfunded liability not already in the (gain)/loss base (which
already is amortized over 30 years) will go into the new fresh start base. In addition, a fresh start is needed
in the following situations:
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1) when a positive payment would be required on a negative unfunded actuarial lability {or
conversely a negative payment on a positive unfunded actuarial liability); or

2} when there are excess assets, rather than an unfunded liability. In this situation a 30-year fresh
start is used, unless a longer fresh start is needed to avoid a negative total rate.

It should be noted that the actuary may choose to use a fresh start under other circumstances. In all cases,
the fresh start period Is set by the actuary at what he deems appropriate, and will not be less than five
years nor greater than 30 years.

Asset Valuation Method

In order to dampen the effect of short term market value fluctuations on employer contribution rates, the
following asset smoothing technique is used. First an Expected Value of Assets is computed by bringing
forward the prior year’s Actuarial Value of Assets and the contributions received and benefits paid during the
year at the assumed actuarial rate of retum. The Actuarial Value of Assets is then computed as the
Expected Value of Assets plus one-fifteenth of the difference between the actual Market Value of Assets and
the Expected Value of Assets as of the valuation date. However in no case will the Actuarial Value of Assets
be less than 80% or greater than 120% of the actual Market Value of Assets.

In June 2009, the CalPERS Board adopted changes to the asset smoothing method in order to phase in over
a three year period the impact of the -24% investment loss experienced by CalPERS in fiscal year 2008~
2009. The following changes were adopted:

e Increase the corridor limits for the actuarial value of assets from 80%-120% of market value to
60%-140% of market value on June 30, 2009

e Reduce the corridor limits for the actuarial value of assets to 70%-130% of market value on June
30, 2010

s Return to the 80%-120% of market value corridor limits for the actuarial value of assets on June
30, 2011 and thereafter

Miscellaneous

Superfunded Status

If a rate plan is superfunded (actuarial value of assets exceeds the present value of benefits), as of the
most recently completed annual valuation, the employer may cover their employees’ member contributions
(both taxed and tax-deferred) using their employer assets during the fiscal year for which this valuation
applies. This would entail transferring assets within the Public Employees’ Retirement Fund (PERF) from the
employer account to the member accumulated contribution accounts. This change was implemented
effective January 1, 1999 pursuant to Chapter 231 (Assembly Bill 2099) which added Government Code
Section 20816,

Superfunded status applles only to individual plans, not risk pools. For rate plans within a risk pool,
actuarial value of assets is the sum of the rate plan’s side fund plus the rate plan’s pro-rata share of non-
side fund assets.,

Internal Revenue Code Section 415

The limitations on benefits imposed by Internal Revenue Code Section 415 were not taken into account in
this valuation. The effect of these limitations has been deemed immaterial on the overall results.

Internal Revenue Code Section 401(a)(17)
The limitations on compensation imposed by Internal Revenue Code Section 401(a)(17) were taken into

account in this valuation. Each year the impact of any changes in this compensation limitation since the
prior valuation is included and amortized as part of the actuarial gain or loss base.
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APPENDIX A

Actuarial Assumptions

Economic Assumptions

Investment Return

7.75% compounded annually (net of expenses). This assumption is used for all plans.

Salary Growth

Annual increases vary by category, entry age, and duration of service. Sample assumed increases

are shown below.

Public Agency Miscellaneous

Duration of Service Entry Age 20  Entry Age 30 Entry Age 40

0.1445
0.1215
0.1035
0.0905
0.0805
0.0725
0.0505
0.0455
0.0415
0.0385
0.0385

0.1265
0.1075
0.0935
0.0825
0.0735
0.0675
0.0485
0.0435
0.03385
0.0385
0.0385

Public Agency Fire

0.1005
0.0875
0.0775
0.0695
0.0635
0.0585
0.0435
0.0385
0.0355
0.0355
0.0355

Duration of Service  Entry Age 20 Entry Age 30  Entry Age 40

0.1075
0.0975
0.0895
0.0825
0.0765
0.6715
0.0535
0.0435
0.0395
0.0375
0.0375

0.1075
0.0965
0.0855
0.0775
0.0705
0.0645
0.0485
0.0415
0.0385
0.0375
0.0375

Public Agency Police

0.1045
0.0875
0.0725
0.0625
0.0535
0.0475
0.6375
0.0365
0.0355
0.0355
0.0355

Duration of Service  Entry Age 20 Entry Age 30 Entry Age 40

0.1115
0.0955
0.0835
0.0745
0.0675
0.0615
0.0475
0.0435
0.0395
0.0375
0.0375

0.1115
0.0955
0.0835
0.0725
0.0635
0.0575
0.0445
0.0415
0.0385
0.0365
0.0365

0.1115
0.0955
0.0805
0.0665
0.0575
0.0505
0.0365
0.0355
0.0355
0.0355
0.0355
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Public Agency County Peace Officers
Duration of Service Entry Age 20 Entry Age 30 Entry Age 40

0 0.1315 0.1315 0.1315
1 0.1115 0.1085 0.1055
2 0.0965 0.0015 0.0865
3 0.0845 0.0795 0.0735
4 0.0755 0.0695 0.0635
5 0.0685 0.0625 0.0555
10 0.0485 0.0445 0.0405
15 0.0435 0.0405 0.0385
20 0.0395 0.0385 0.0365
25 0.0375 0.0365 0.0355
30 0.0375 0.0365 0.0355

= The Miscellaneous salary scale is used for Local Prosecutors.
»  The Police salary scale is used for Other Safety, Local Sheriff, and School! Police.

Overall Payroll Growth
3.25% compounded annually {used in projecting the payroll over which the unfunded fiability is
amortized). This assumption is used for all plans.

Inflation
3.00% compounded annually. This assumption is used for all plans.

Non-valued Potential Additional Liabilities
The potential liability loss for a cost-of-living increase exceeding the 3% inflation assumption, and
any potential liability loss from future member service purchases are not reflected in the valuation.

Miscellaneous Loading Factors

Credit for Unused Sick Leave
Final Average Salary is increased by 1% for those plans with the provision providing Credit for

Unused Sick Leave.

Conversion of Employer Paid Member Contributions (EPMC)
Final Average Salary is increased by the Employee Confribution Rate for those plans with the
provision providing for the Conversion of Employer Paid Member Contributions (EPMC) during the
final compensation period.

Norris Decision (Best Factors)
Employees hired prior to July 1, 1982 have projected benefit amounts increased in order o reflect
the use of “Best Factors” in the calculation of optional benefit forms. This is due to a 1983 Supreme
Court decision, known as the Norris decision, which required males and females to be treated
equally in the determination of benefit amounts. Consequently, anyone already employed at that
time is given the best possible conversion factor when optional benefits are determined. No loading
is necessary for employees hired after July 1, 1982,

A-4
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Demographic Assumplions

Pre-Retirement Mortality
Non-Industrial Death Rates vary by age and gender. Industrial Death rates vary by age. See
sample rates in table below. The non-industrial death rates are used for all plans. The industrial
death rates are used for Safety Plans (except for Local Prosecutor safety members where the
cotresponding Miscellaneous Plan does not have the Industrial Death Benefit).

Non-Industrial Death

Industrial Death

{Not Job-Related) {Job-Related)

Age Male Female Male and Female
20 0.00047 0.00016 0.00003
25 0.00050 0.00026 0.00007
30 0.00053 0.00036 0.00010
35 0.00067 0.00046 0.00012
40 0.00087 0.00065 0.00013
45 0.00120 0.00093 0.00014
50 0.00176 0.00126 0.00015
55 0.00260 0.00176 0.00016
60 0.00395 0.00266 0.00017
65 0.00608 0.00419 0.00018
70 0.00914 0.00649 0.00019
75 0.01220 0.00878 0.00020
80 0.01527 0.01108 0.00021

Miscellaneous Plans usually have Industrial Death rates set to zero unless the agency has specifically
contracted for Industrial Death benefits. If so, each Non-Industrial Death rate shown above will be
split into two components: 99% will become the Non-Industrial Death rate and 1% will become the

Industrial Death rate.

Post-Retirement Mortality

Rates vary by age, type of retirement and gender. See sample rates in table below. These rates
are used for all plans.

Non-Industrially Disabled Industrially Disabled

Healthy Recipients

{Not Job-Related)

(Job-Related)

Age Male Female Male Female Male Female
50  0.00239 0.00125 0.01632 0.01245 0.00443 0.00356
55 0.00474 0.00243 0.01936 0.01580 0.00563 0.00546
60 0.00720 0.00431 0.02293 0.01628 0.00777 0.00798
65  0.01069 0.00775 0.03174 0.01969 0.01388 0.01184
70 0.01675  0.01244 0.03870 0.03019 0.02236 0.01716
75 0.03080 0.02071 0.06001 0.03915 0.03585 0.02665
80  0.05270 0.03749 0.08388 0.05555 0.06926 0.04528
85  0.09775  0.07005 0.14035 0.09577 0.11799 0.08017
90  0.16747 0.12404 0.21554 0.14949 0.16575 0.13775
95  0.25659  0.21556 0.31025 0.23055 0.26108 0.23331
100 0.3455%1  0.31876 0.45905 0.37662 0.40918 0.35165
105 0.58527  0.56093 0.67923 0.61523 0.64127 0.60135
110 1.00000  1.00000 1.00000 1.00000 1.00000 1.00000
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Marital Status
For active members, a percentage married upon retirement is assumed according to the following
table.
Member Category Percent Married
Miscellaneous Member 85%
Local Police 90%
Local Fire 90%
Other Local Safety 90%
School Police 90%
Age of Spouse

It is assumed that female spouses are 3 years younger than male spouses. This assumption is
used for all plans.

Terminated Members
It is assumed that terminated members refund immediately if non-vested. Terminated members
who are vested are assumed to follow the same service retirement pattern as active members but
with a load to reflect the expected higher rates of retirement, especially at lower ages. The
following table shows the load factors that are applied to the service retirement assumption for
active members to obtain the service retirement pattern for separated vested members:

Age Load Factor
50 450%
51 250%
52 through 56 200%
57 through 60 150%
61 through 64 125%
€5 and above 100% (no change)

Termination with Refund
Rates vary by entry age and service for Miscellaneous Plans. Rates vary by service for Safety Plans.
See sample rates in tables below.

Public Agency Miscellanecus

Duration of
Service Entry Age 20 Entry Age25 Entry Age 30 Entry Age 35 Entry Age 40 Entry Age 45
0 0.1742 0.1674 0.1606 0.1537 0.1468 0.1400
1 0.1545 0.1477 0.1409 0.1339 0.1271 0.1203
2 0.1348 0.1280 0.1212 0.1142 0.1074 0,1006
3 0.1151 0.1083 0.1015 0.0945 0.0877 0.0809
4 0.0954 0.0886 0.0818 0.0748 0.0680 0.0612
5 0.0212 0.0193 0.0174 0.0155 0.0136 0.0116
10 0.0138 0.0121 0.0104 0.0088 0.0071 0.0055
i5 0.0060 0.0051 0.0042 0.0032 0.0023 0.0014
20 0.0037 0.0029 0.0021 0.0013 0.0005 0.0001
25 0.0017 0.0011 0.0005 0.0001 0.0001 0.0001
30 0.0005 0.0001 0.0001 0.0001 0.0001 0.0001
35 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001
A-6
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Public Agency Safety
Duration of Service Fire Police County Peace Officer
¢ 0.0710 0.1013 0.0997
i 0.0554 0.0636 0.0782
2 0.0398 0.0271 0.0566
3 0.0242 0.0258 0.0437
4 0.0218 0.0245 0.0414
5 0.0029 0.0086 0.0145
10 0.0009 0.0053 0.0089
15 0.0006 0.0027 0.0045
20 0.0005 0.0017 0.0020
25 0.0003 0.0012 0.0009
30 0.0003 0.0009 0.0006
35 0.0003 0.0009 0.0006

The Police Termination and Refund rates are used for Public Agency Local Prosecutors, Other Safety, Local
Sheriff, and Schoal Police.

Termination with Vested Benefits
Rates vary by entry age and service for Miscellaneous Plans. Rates vary by service for Safety
Plans, See sample rates in tables below.

Public Agency Miscellaneous

Duration of
Service Entry Age 20 Entry Age 25 Entry Age 30  Entry Age 35  Entry Age 40
5 0.0656 0.0597 0.0537 0.0477 0.0418
10 0.0530 0.0466 0.0403 0.0339 0.0000
15 0.0443 0.0373 0.0305 0.0000 0.0000
20 0.0333 0.0261 0.0000 0.0000 0.0000
25 0.0212 0.0000 0.0000 0.0000 0.0000
30 0.0000 0.0000 0.0000 0.0000 0.0000
35 0.0000 0.0000 0.0000 0.0000 0.0000
Public Agency Safety
Duration of County Peace

Service Fire Police Officer

5 0.0162 0.0163 0.0265

10 0.0061 0.0126 0.0204

15 0.0058 0.0082 0.0130

20 0.0053 0.0065 0.0074

25 0.0047 0.0058 0.0043

30 0.0045 0.0056 0.0030

35 0.0000 0.0000 0.0000

« When a member is eligible to retire, the termination with vested benefits probability Is set to

Zer0.

»  After termination with vested benefits, a miscellaneous member is assumed to retire at age 59
and a safety member at age 54.
» The Police Termination with vested benefits rates are used for Public Agency Local
Prosecutors, Other Safety, Local Sheriff, and School Police.
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Non-Industrial {Not Job-Related) Disability

Rates vary by age and gender for Miscellaneous Plans.

Rates vary by age and category for Safety Plans.

Miscellaneous Fire Police County Peace Officer

Age Male Female MaleandFemale Male and Female Male and Female
20 00001 0.0001 0.0001 0.0001 0.0001

25 0.0001 0.0001 0.0001 0.0001 0.0001

30 0.0002 0.0002 0.0001 0.0002 0.0001

35 0.0006 0.0009 0.0001 0.0003 0.0004

40 0.0015 0.0016 0.0001 0.0004 0.0007

45 0.0025 0.0024 0.0002 0.0005 0.0013

50 0.0033 0.0031 0.0005 0.0008 0.0018

55  0.0037 0.0031 0.0010 0.0013 0.0010

60 0.0038 0.0025 0.0015 0.0020 0.0006

L]

The Miscellaneous Non-Industrial Disability rates are used for Local Prosecutors.
The Police Non-Industrial Disability rates are used for Other Safety, Local Sheriff, and School

Police.

Industrial (Job-Related) Disability
Rates vary by age and category.

Age Fire Police County Peace Officer
20 0.0002 0.0007 0.0003
25 0.0012 0.0032 0.0015
30 0.0025 0.0064 0.0031
35 0.0037 0.0097 0.0046
40 0.004% 0.0129 0.0063
45 0.0061 0.0161 0.0078
50 0.0074 0.0192 0.0101
55 0.0721 0.0668 0.0173
60 0.0721 0.0668 0.0173

The Police Industrial Disability rates are used for Local Sheriff and Other Safety,
Fifty Percent of the Police Industrial Disability rates are used for School Police.
One Percent of the Police Industrial Disability rates are used for Local Prosecutors.
Normally, rates are zero for Miscellaneous Plans unless the agency has specifically contracted
for Industrial Disability benefits. If so, each miscellaneous non-industrial disabllity rate will be
split into two components: 50% will become the Non-Industrial Disability rate and 50% will
become the Industrial Disability rate.

Service Retirement

Retirement rate vary by age, service, and formula, except for the safety Y2 @ 55 and 2% @ 55
formulas, where retirement rates vary by age only.

A-8
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Public Agency Miscellaneous 1.5% @ 65
Duration of Service
Age S5Years 10Years 15Years 20Years 25Years 30 Years

50 0.008 0.011 0.013 0.015 0.017 0.019
51 0.007 0.010 0.012 0.013 0.015 0.017
52 0.010 0.014 0.017 0.019 0.021 0.024
53 0.008 0.012 0.015 0.017 0.019 0.022
54 0.012 0.016 0,019 0.022 0.025 0.028
55 0.018 0.025 0.031 0.035 0.038 0.043
56 0.015 0.021 0.025 0.029 0.032 0.036
57 0.020 0.028 0.033 0.038 0.043 0.048
58 0.024 0.033 0.040 0.046 0.052 0.058
59 0.028 0.039 0.048 0.054 0.060 0.067
60 0.049 0.065 0.083 0.094 0.105 0.118
61 0.062 0.087 0.106 0.120 0.133 0.150
62 0.104 0.146 0.177 0.200 0.223 0.251
63 0.099 0.139 0.169 0.191 0.213 0.239
64 0.097 0.136 0.165 0.186 0.209 0.233
65 0.140 0.197 0.240 0.271 0.302 0.339
66 0.092 0.130 0.157 0.177 0.198 0.222
67 0.129 0.181 0.220 0.249 0.277 0.311
68 0.092 0.129 0.156 0.177 0.197 0.221
65 0.092 0.130 0.158 0.178 0.199 0.224
70 0.103 0.144 0.175 0.198 0.221 0.248

Public Agency Miscellaneous 2% @ 60
Duration of Service
Age S5Years 10Years 15Years 20Years 25Years 30 Years

50 0.011 0.015 0.018 0.021 0.023 0.026
51 0.009 0.013 0.016 0.018 0.020 0.023
52 0.013 0.018 0.022 0.025 0.028 0.031
53 0.011 0.016 0.019 0.022 0.025 0.028
54 0.015 0.021 0.025 0.028 0.032 0.036
55 0.023 0.032 0.039 0.044 0.049 0.055
56 0.019 0.027 0.032 0.037 0.041 0.046
57 0.025 0.035 0.042 0.048 0.054 0.060
58 0.030 0.042 0.051 0.058 0.065 0.073
59 0.035 0.049 0.060 0.068 0.076 0.085
&0 0.062 0.087 0.105 0.119 0.133 0.14%
61 0.079 0.110 0.134 0.152 0.168 0.190
62 0.132 0.186 0,225 0.255 0.284 0.319
63 0.126 0.178 0.216 0.244 0.272 0.305
64 0.122 0.171 0.207 0.234 0.262 0.293
65 0.173 0.243 0.296 0.334 0.373 0.418
66 0.114 0.160 0.1%4 0.219 0.245 0.274
67 0.159 0.223 0.271 0.307 0.342 0.384
68 0.113 0.159 0.193 0.218 0.243 0.273
65 0.114 0.161 0.195 0.220 0.246 0.276
70 0.127 0.178 0.216 0.244 0.273 0.306
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Public Agency Miscellaneous 2% @ 55
Duration of Service
Age S5Years 10Years 15Years 20Years 25Years 30 Years

50 0.015 0.020 0.024 0.029 0.033 0.039
51 0.013 0.016 0.020 0.024 0.027 0.033
52 0.014 0.018 0.022 0.027 0.030 0.036
53 0.017 0.022 0.027 0.032 0.037 0.043
54 0.027 0.034 0.041 0.049 0.056 0.067
55 0.050 0.064 0.078 0.094 0.107 0.127
56 0.045 0.057 0.069 0.083 0.095 0.113
57 0.048 0.061 0.074 0.080 0.102 0.122
58 0.052 0.066 0.080 0.097 - 0110 G131
59 0.060 0.076 0.092 0.111 0.127 0.151
50 0.072 0.092 0.112 0.134 0.153 0.182
61 0.089 0.113 0.137 0.165 0.188 0.224
62 0.128 0.162 0.197 0.237 0.270 0.322
63 0.129 0.164 0.199 0.239 0.273 0.325
64 0.116 0.148 0.180 0.216 0.247 0.294
65 0.174 D.221 0.269 0.323 0.369 0.439
66 0.135 0.171 0.208 0.250 0.285 0.340
67 0.133 0.169 0.206 0.247 0.282 0.336
68 0.118 0.150 0.182 0.219 0.250 0.297
69 0.116 0.147 0.179 0.215 0.246 0.293
70 0.138 0.176 0.214 0.257 0.293 0.349

Public Agency Miscellaneous 2.5% @ 55
Duration of Service
Age 5Years 10Years 15Years 20VYears 25VYears 30 Years

50 0.026 0.033 0.040 0.048 0.055 0.062
51 0.021 0.026 0.032 0.038 0.043 0.049
52 0.021 0.026 0.032 0.038 0.043 0.049
53 0.026 0.033 0.040 0.048 0.055 0.062
54 0.043 0.054 0.066 0.078 0.089 0.101
55 0.088 0.112 0.136 0.160 0.184 0.208
56 0.055 0.070 0.085 0.100 0.115 0.136
57 0.061 0.077 0.094 0.110 0,127 0.143
58 0.072 0.091 0.111 0.130 0.150 0.169
59 £.083 0.105 0.128 0.150 0.173 0.195
60 0.088 0.112 0.136 0.160 0.184 0.208
61 0.083 0.105 0.128 0.150 0.173 0.195
62 0.121 0.154 0.187 0.220 0.253 0.286
63 0.105 0.133 0.162 0.190 0.219 0.247
64 0.105 0.133 0.162 0.190 0.219 0.247
65 0.143 0.182 0.221 0.260 0.295 0.338
66 0.105 0.133 0.162 0.190 0.219 0.247
67 0.105 0.133 0.162 0.190 0.219 0.247
68 0.105 0.133 0.162 0.190 0.219 0.247
69 0.105 0.133 0.162 0.190 0.219 0.247
70 0.125 0.160 0.194 0.228 0.262 0.296
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Public Agency Miscellaneous 2.7% @ 55
Duration of Service
Age 5Years 10Years 15Years 20Years 25Years 30 Years

50 0.028 0.035 0.043 0.050 0.058 0.065
51 0.022 0.028 0.034 0.040 0.046 0.052
52 0.022 0.028 0.034 0.040 0.046 0.052
53 0.028 0.035 0.043 0.050 0.058 0.065
54 0.044 0.056 0.068 0.080 0.092 0.104
55 0.051 0.116 0.140 0.165 0,190 0.215
56 0.061 0.077 0.094 0.110 0.127 0.143
57 0.063 0.081 0.098 0.115 0.132 0.150
58 0.074 0.095 0.115 0.135 0.155 0.176
59 0.083 0.105 0.128 0.150 0.173 0.195
60 0.088 0.112 0.136 0.160 0.184 0.208
61 0.085 0.109 0.132 0.155 0.178 0.202
62 0.124 0.158 0.191 0.225 0.259 0.293
63 0.107 0.137 0.166 0.195 0.224 0.254
64 0.107 0.137 0.166 0.195 0.224 0.254
65 0.146 0.186 0.225 0.265 0.305 0.345
66 0.107 0.137 0.166 0.195 0.224 0.254
67 0.107 0.137 0.166 0.195 0.224 0.254
68 0.107 0.137 0.166 0.195 0.224 0.254
69 0.107 0.137 0.166 0.195 0.224 0.254
70 0.129 0.164 0.199 0.234 0.269 0.304

Public Agency Miscellaneous 3% @ 60
Duration of Service
Age S5Years 10Years 15Years 20Years 25Years 30 Years

50 0.026 0.033 0.040 0.048 0.055 0.062
51 0.021 0.026 0.032 0.038 0.043 0.049
52 0.019 0.025 0.030 0.035 0.040 0.046
53 0.025 0.032 0.038 0.045 0.052 0.059
54 0.039 0.049 0.060 0.070 0.081 0.091
55 0.083 0.105 0.128 0.150 0.173 0.195
56 0.055 0.070 0.085 0.100 0.115 0.130
57 0.061 0.077 0.094 0.110 0.127 0.143
58 0.072 0.091 0.111 0.130 0.150 0.169
59 0.080 0.102 0.123 0.145 0.167 0.189
60 0.094 0.119 0.145 0.170 0.196 0.221
61 0.088 0.112 0.136 0.160 0.184 0.208
62 0.127 0.161 0.196 0.230 0.265 0.299
63 0.110 0.140 0.170 0.200 0.230 0.260
64 0.110 0.140 0.170 0.200 0.230 0.260
65 0.149 0.189 0.230 0.276 0.311 0.351
66 0.110 0.140 0.170 0.200 0.230 0.260
67 0.110 0.140 0.170 0.200 0.230 0.260
68 0.110 0.140 0.170 0.200 0.230 0.260
69 0.110 0.140 0.170 0.200 0.230 0.260
70 0.132 0.168 0.204 0.240 0.276 0.312
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Public Agency Fire /2 @ 55 and 2% @ 55

Age Rate Age Rate
50 0.01588 56 0.11079
51 0.00000 57 0.00000
52 0.03442 58 0.09499
53 0.01990 59 0.04409
54 0.04132 60 1.00000
55 0.07513
Public Agency Police /2 @ 55 and 2% @ 55
Ade Rate Age Rate
50 0.02552 56 0.06921
51 0.00000 57 0.05113
52 0.01637 58 0.07241
53 0.02717 59 0.07043
54 0.00949 60 1.00000
55 0.16674
Public Agency Police 2%@ 50
Duration of Service
Age SYears 10Years 15Years 20Years 25Years 30 Years
50 0.014 0.014 0.014 0.014 0.025 0.045
51 0.012 0.012 0.012 0.012 0.023 0.040
52 0.026 0.026 0.026 0.026 0.048 0.086
53 0.052 0.052 0.052 0.052 0.096 0.171
54 0.070 0.070 0.070 0.070 0.128 0.227
55 0.090 0.090 0.090 0.090 0.165 0.293
56 0.064 0.064 0.064 0.064 0.117 0.208
57 0.071 0.071 0.071 0.071 0.130 0.232
58 0.063 0.063 0.063 0.063 0.115 0.205
59 0.140 0.140 0.140 0.140 0.174 0.254
60 0.140 0.140 0.140 0.140 0.172 0.251
61 0.140 0.140 0.140 0.140 0.172 0.251
62 0.140 0.140 0.140 0.140 0.172 0.251
63 0.140 0.140 0.140 0.140 0.172 0.251
64 0.140 0.140 0.140 0.140 0.172 0.251
65 1.000 1.000 1.000 1.000 1.000 1.000

These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.
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Public Agency Fire 29%@50
Duration of Service
Age 5 Years 10Years 15Years 20Years 25Years 30 Years

50 0.007 0.007 0.007 0.007 0.010 0.015
51 0.008 0.008 0.008 0.008 0.013 0.019
52 0.017 0.017 0.017 0.017 0.027 0.040
53 0.047 0.047 0.047 0.047 0.072 0.167
54 0.064 0.064 0.064 0.064 0.098 0.147
55 0.087 0.087 0.087 0.087 0.134 0.200
56 0.078 0.078 0.078 0.078 0.120 0.180
57 0.090 0.090 0.090 0.090 0.139 0.208
58 0.079 0.079 0.079 0.079 0.122 0.182
59 6.073 0.073 0.073 0.073 0.112 0.168
60 0.114 0.114 0.114 0.114 0.175 0.262
61 0.114 0.114 0.114 0.114 0.175 0.262
62 0.114 0.114 0.114 0.114 0.175 0.262
63 0.114 0.114 0.114 0.114 0.175 0.262
64 0.114 0.114 0.114 0.114 0.175 0.262
65 1.000 1.000 1.000 1.000 1.000 1.000

Public Agency Police 3%@ 55
Duration of Service
Age 5Years 10Years 15Years 20Years 25Years 30 Years

50 0.019 0.019 0.019 0.019 0.040 0.060
51 0.024 0.024 0.024 0.024 0.049 0.074
52 0.024 0.024 0.024 0.024 0.051 0.077 '
53 0.059 0.059 0.059 0.05% 0.121 0.183
54 0.069 0.069 0.069 0.069 0.142 0.215
55 0.116 0.116 0.116 0.116 0.240 0.363
56 0.076 0.076 0.076 0.076 0.156 0.236
57 0.058 0.058 0.058 0.058 0.120 0.181
58 0.076 0.076 0.076 0.076 0.157 0.237
59 0.094 0.094 0.094 0.094 0.193 0.292
60 0.141 0.141 0.141 0.141 0.290 0.438
61 0.094 0.094 0.094 0.094 0.193 0.292
62 0.118 0.118 0.118 0.118 0.241 0.365
63 0.094 0.094 0.094 0.094 0.193 0.292
64 0.094 0.094 0.094 0.094 0.193 0.262
65 1.000 1.000 1,000 1.000 1.000 1.000

e These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.
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Public Agency Fire 3%@55
Duration of Service
‘Age 5 Years 10 Years 15Years 20Years 25 Years 30 Years

50 0.012 0.012 0.012 0.018 0.028 0.033
51 0.008 0.008 0.008 0.012 0.019 0.022
52 0.018 0.018 0.018 0.027 0.042 0.050
53 0.043 0.043 0.043 0.062 0.098 0.114
54 0.057 0.057 0.057 0.083 0.131 0.152
55 0.092 0.092 0.092 0.134 0.211 0.246
56 0.081 0.081 0.081 0.118 0.187 0.218
57 0.100 0.100 0.100 0.146 0.230 0.268
58 0.081 0.081 0.081 0.119 0.187 0.219
59 0.078 0.078 0.078 0.113 0.178 0.208
60 0.117 0.117 0.117 0.170 0.267 0.312
61 0.078 0.078 0.078 0.113 0.178 0.208
62 0.098 0.098 0.098 0.141 0.223 0.260
63 0.078 0.078 0.078 0.113 0.178 0.208
64 0.078 0.078 0.078 0.113 0.178 0.208
65 1.000 1.000 1.000 1.000 1.000 1.000

Public Agency Police 3% @ 50
Duration of Service
Age 5Years 10Years 15Years 20 Years 25Years 30 Years

50 0.070 0.070 0.070 0.131 0.193 0.249
51 0.050 0.050 0.050 0.095 0.135 0.180
52 0.061 0.061 0.061 0.116 0.171 0.220
53 0.069 0.069 0.069 0.130 0.192 0.247
54 0.071 0.071 0.071 0.134 0.197 0.255
55 0.090 0.090 0.090 0.170 0.250 0.322
56 0.069 0.069 0.069 0.130 0.191 0.247
57 0.080 0.080 0.080 0.152 0.223 0.288
58 0.087 0.087 0.087 0.164 0.242 0.312
59 0.090 0.090 0.090 0.170 0.251 0.323
60 0.135 0.135 0.135 0.255 0.377 0.485
61 0.090 0.090 0.090 0.170 0.251 0.323
62 0.113 0.113 0.113 0.213 0.314 0.404
63 0.080 0.090 0.0s0 0.170 0.251 0.323
64 0.0580 0.090 0.0%0 0.170 0.251 0.323
65 1.000 1.000 1.000 1.000 1.000 1,000

» These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.
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Public Agency Fire 3% @50
Duratlon of Service
Age 5 Years 10Years 15Years 20Years 25Years 30 Years

50 0.034 0.034 0.034 0,048 0.068 0.080
51 0.046 0.046 0.046 0.065 0.092 0.109
52 0.069 0.065 0.069 0.097 0.138 0.163
53 0.084 0.084 0.084 0.117 0.166 0.197
54 0.103 0.103 0.103 0.143 0.204 0.241
55 0.127 0.127 0.127 0.177 0.252 0.298
56 0.121 G.121 0.121 0.169 0.241 0.285
57 0.101 0.101 0.101 0.141 0.201 0.238
58 0.118 0.118 0.118 0.165 0.235 0.279
59 0.100 0.100 0.100 0.140 0.199 0.236
60 0.150 0.150 0.150 0.210 0.299 0.354
61 0.100 0.100 0.100 0.140 0.199 0.236
62 0.125 0.125 0.125 0.175 0.249 0.295
63 0.100 0.100 0.100 0.140 0.199 0.236
64 0.100 0.100 0.100 0.140 0.199 0.236
65 1.000 1.000 1.000 1.000 1.000 1.000
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DESCRIPTION OF PRINCIPAL PLAN PROVISIONS

The following is a description of the principal plan provisions used in calculating costs and liabilities. We have
indicated whether a plan provision is standard or optional, Standard benefits are applicable to all members while
optional benefits vary among employers. Optional benefits that apply to a single period of time, such as Golden
Handshakes, have not been included. Many of the statements in this summary are general in nature, and are

intended to prowde an easily understood summary of the compiex Public Employees’ Retirement Law. The law itself
governs in all situations.

Service Retirement

Eligibility
A CalPERS member becomes eligible for Service Retirement upon attainment of age 50 with at least 5 years of
credited service (total service across all CalPERS employers, and with certain other Retirement Systems with which

CalPERS has reciprocity agreements). For employees hired into a plan with the 1.5% at 65 formula, eligibility for
service retirement is age 55 with at least 5 years of service.

Benefit

The Service Retirement benefit is @ monthly allowance equal to the product of the benefit factor, years of service,
and final compensation.

s The benefit factor depends on the benefit formula specified in your agency’s contract. The table below shows
the factors for each of the available formulas. Factors vary by the member's age at retirement. Listed are the
factors for retirement at whole year ages:

i Plan Formulas

Retirement Age 1.5% at 65 2% at 60 2% at b5 2.5% at55 2.7% at 55 3% at 60

50 0.5000% 1.092% 1.426% 2.0% 2.0% 2.0%
51 S 0.5667% 1.156% 1.522% 2,1% 2.14% 2.1%
52 0.6334% 1.224% 1.628% 2.2% 2.28% 2.2%
53 0.7000% 1.256% 1.742% 2.3% 242% 2.3%
54 0.7667% 1.376% 1.866% 2.4% 2.56% 2.4%
55 0.8334% 1.460% 2.0% 2.5% 2.7% 2.5%
56 0.9000% 1.552% 2.052% 2.5% 2.7% 2.6%
57 0.9667% 1.650% 2.104% 2.5% 2.7% 2.7%
58 1.0334% 1.758% 2.156% 2.5% 2.7% 2.8%
59 1.1000% 1.874% 2.210% 2.5% 2.7% 2.9%
60 1.1667% 2.0% 2.262% 2.5% 2.7% 3.0%
61 1.2334% 2.134% 2.314% 2.5% 2.7% 3.0%
62 1.3000% 2.272% 2.366% 2.5% 2.7% 3.0%
63 1.3667% 2.272% 2.366% 2.5% 2.7% 3.0%
64 1.4334% 2.272% 2.366% 2.5% 2.7% 3.0%
65 & Up 1.5000% 2,418% 2.418% 2.5% 2.7% 3.0%
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Safety Plan Formulas

Ret';:';‘e"t Y2 at 55 * 2% at 55 2% at 50 3% at 55 3% at 50
50 1.783% 1,426% 2.0% 2.40% 3.0%
51 1.903% 1.522% 2.14% 2.52% 3.0%
52 2.035% 1.628% 2.28% 2.64% 3.0%
53 2.178% 1.742% 2.42% 2.76% 3.0%
54 2.333% 1.866% 2.56% 2.88% 3.0%
55 & Up 2.5% 2.0% 2.7% 3.0% 3.0%

* For this formula, the benefit factor also varies by entry age. The factors shown are for members with an entry age

of 35 or greater. If entry age is less than 35, then the age 55 benefit factor is 50% divided by the difference
between age 55 and entry age. The benefit factor for ages prior to age 55 is the same proportion of the age 55
benefit factor as in the above table.

The years of service is the amount credited by CalPERS to a member while he or she is employed in this group
{or for other periods that are recognized under the employers contract with CalPERS)}. For a member who has
earned service with multiple CalPERS employers, the benefit from each employer is calculated separately
according to each emplover’s contract, and then added together for the total allowance. An agency may
contract for an optional benefit where any unused sick leave accumulated at the time of retirement will be
converted to credited service at a rate of 0,004 years of service for each day of sick leave.

The final compensation is the monthly average of the member’s highest 36 or 12 consecutive months” full-time
equivalent monthly pay (no matter which CalPERS employer paid this compensation). The standard benefit is 36
months, Employers have the option of providing a final compensation equal to the highest 12 consecutive
months. Final compensation must be defined by the highest 36 consecutive months’ pay under the 1.5% at 65
formula.

Employees must be covered by Social Security with the 1.5% at 65 formula. Social Security is optional for all
other benefit formulas. For employees covered by Social Security, the Modified formula is the standard benefit.
Under this type of formula, the final compensation is offset by $133.33 (or by one third if the final compensation
is less than $400). Employers may contract for the Full benefit with Social Security that will eliminate the offset
applicable to the final compensation. For employees not covered by Social Security, the Full benefit is paid with
no offsets. Auxiliary organizations of the CSUC system may elect reduced contribution rates, in which case the
offset is $317 if members are not covered by Social Security or $513 if members are covered by Social Security.

The Miscellanecus Service Retirement benefit is not capped. The Safety Service Retirement benefit is capped at
90% of final compensation,

Vested Deferred Retirement

Eligibility for Deferred Status

A CalPERS member becomes eligible for a deferred vested retirement benefit when he or she leaves employment,
keeps his or her contribution account balance on deposit with CalPERS, and bas earned at least 5 years of credited
service (total service across all CalPERS employers, and with certain other Retirement Systems with which CalPERS

has reciprocity agreements).

Eligibility to Start Receiving Benefits

The CalPERS member becomes eligible to receive the deferred retirement benefit upon satisfying the eligibility

requirements for Deferred Status and upon attainment of age 50 (55 for employees hired into a 1.5% @ 65 plan).

B-
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Benefit

The vested deferred retirement benefit is the same as the Service Retirement benefit, where the benefit factor is
based on the member’s age at allowance commencement. For members who have earned service with multiple
CalPERS employers, the benefit from each employer is calculated separately according to each employer’s contract,
and then added together for the total allowance.

Non-Industrial (Non-Job Related) Disability Retirement

Eligibility

A CalPERS member is eligible for Non-Industrial Disability Retirement if he or she becomes disabfed and has at least
5 years of credited service (total service across all CalPERS employers, and with certain other Retirement Systems
with which CalPERS has reciprocity agreements). There is no special age requirement. Disabled means the member
is unable to perform his or her job because of an illness or injury which is expected to be permanent or to last
indefinitely. The iliness or injury does not have to be job related. A CalPERS member must be actively employed by
any CalPERS employer at the time of disability in order to be eligible for this benefit,

Standard Benefit
The standard Non-Industrial Disability Retirement benefit is a monthly allowance equal to 1.8% of final
compensation, multiplied by service, which is determined as follows:

»  service is CalPERS credited service, for members with less than 10 years of service or greater than 18.518 years
of service; or

»  service is CalPERS credited service plus the additional number of years that the member would have worked
until age 60, for members with at least 10 years but not more than 18.518 years of service. The maximum
benefit in this case is 33 1/3% of Final Compensation.

Improved Benefit

Employers have the option of providing the improved Non-Industrial Disability Retirement benefit. This benefit
provides a monthly allowance equal to 30% of final compensation for the first 5 years of service, plus 1% for each
additional year of service to a maximum of 50% of final compensation.

Members who are eligible for a larger service retirement benefit may choose to receive that benefit in lieu of a
disability benefit. Members eligible to retire, and who have attained the normal retirement age determined by their
service retirement benefit formula, will receive the same dollar amount for disability retirement as that payable for
service retirement. For members who have eamed service with multiple CalPERS employers, the benefit attributed to
each employer is the total disability allowance multiplied by the ratio of service with a particular employer to the total
CalPERS service.

industrial (Job Related) Disability Retirement

All safety members have this benefit. For miscellaneous members, employers have the option of providing this
benefit. An employer may choose to provide the Increased benefit option or the Improved benefit option.

Eligibility

An employee is eligible for Industrial Disability Retirement if he or she becomes disabled while working, where
disabled means the member is unable to perform the duties of the job because of a work-related illness or injury
which is expected to be permanent or to last indefinitely. A CalPERS member who has left active employment within
this group is not eligible for this benefit, except to the extent described below.

Standard Benefit
The standard Industrial Disability Retirement benefit is a monthly allowance equal to 50% of final compensation,
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Increased Benefit (75% of Final Compensation)
The increased Industrial Disability Retirement benefit is a monthly allowance equal to 75% of final compensation for
total disability.

Improved Benefit (50% to 90% of Final Compensation)

The improved Industrial Disability Retirement benefit is a monthly allowance equal to the Workman’s Compensation
Appeals Board permanent disability rate percentage (if 50% or greater, with a maximum of 90%}) times the final
compensation. '

For a CalPERS member not actively employed in this group who became disabled while employed by some other
CalPERS employer, the benefit is a return of accumulated member contributions with respect to employment in this
group. With the standard or increased benefit, a member may also choose to recelve the annuitization of the
accumulated member contributions.

If a member is eligible for Service Retirement and if the Service Retirement benefit is more than the Industrial
Disabiiity Retirement benefit, the member may choose to receive the larger benefit.

Post-Retirement Death Benefit

Standard Lump Sum Payment
Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree’s designated
survivor(s), or to the retiree’s estate.

Improved Lump Sum Payment
Employers have the option of providing an improved fump sum death benefit of $600, $2,000, $3,000, $4,000 or
$5,000,

Form of Payment for Retirement Allowance

Standard Form of Payment

Generally, the retirement allowance is paid to the retiree in the form of an annuity for as long as he or she is alive,
The retiree may choose to provide for a portion of his or her allowance to be paid to any designated beneficiary after
the retiree’s death. CalPERS provides for a variety of such benefit options, which the retiree pays for by taking a
reduction in his or her retirement allowance. Such reduction takes into account the amount to be provided to the
beneficiary and the probable duration of payments (based on the ages of the member and beneficiary) made
subsequent to the member’s death.

Improved Form of Payment (Post Retirement Survivor Allowance)
Employers have the option to contract for the post retirement survivor allowance.

For retirement allowances with respect to service subject to the modified formula, 25% of the retirement allowance
will automatically be continued to certain statutory beneficiaries upon the death of the retiree, without a reduction in
the retiree’s allowance. For retirement allowances with respect to service subject to the full or supplemental formula,
50% of the retirement allowance will automatically be continued to certain statutory beneficiaries upon the death of
the retiree, without a reduction in the retiree’s allowance. This additional benefit is often referred to as post
retirement: survivor allowance {(PRSA) or simply as survivor continuance.

In other words, 25% or 50% of the allowance, the continuance portion, is paid to the retiree for as long as he or she
is alive, and that same amount is continued to the retiree’s spouse (or if no eligible spouse, to unmarried children
until they attain age 18; or, if no eligible children, to a qualifying dependent parent) for the rest of his or her lifetime.
This benefit will not be discontinued in the event the spouse remarries.
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The remaining 75% or 50% of the retirement allowance, which may be referred to as the option portion of the
benefit, is paid to the retiree as an annuity for as long as he or she is alive. Or, the retiree may choose to provide for
some of this option portion to be paid to any designated beneficiary after the retiree’s death. Benefit options
applicable to the option portion are the same as those offered with the standard form. The reduction s calculated in
the same manner but is applied only to the option portion.

Pre-Retirement Death Benefits

Basic Death Benefit

This is a standard benefit.

Eligibility

An employee’s beneficiary (or estate) may receive the Basic Death benefit if the member dies while actively
employed. A CalPERS member must be actively employed with the CalPERS employer providing this benefit to be
eligible for this benefit. A member's survivor who is eligible for any other pre-retirement death benefit may choose
to receive that death benefit instead of this Basic Death benefit.

Benefit

The Basic Death Benefit is a lump sum in the amount of the member’s accumulated contributions, where interest is
currently credited at 7.75% per year, plus a lump sum in the amount of one month's salary for each completed year
of current service, up to a maximum of six months' salary. For purposes of this benefit, one month's salary is defined
as the member's average monthly full-time rate of compensation during the 12 months preceding death.

1957 Survivor Benefit

This is a standard benefit.

Eligibility

An employee’s eligible survivor(s) may receive the 1957 Survivor benefit if the member dies while actively employed,
has attained at least age 50, and has at least 5 years of credited service (total service across all CalPERS employers
and with certain other Retirement Systems with which CalPERS has reciprocity agreements). A CalPERS member
must be actively employed with the CalPERS employer providing this benefit to be eligible for this benefit. An eligible
survivor means the surviving spouse to whom the member was married at least one year before death or, if there is
no eligible spouse, to the member's unmarried children under age 18. A member’s survivor who is eligible for any
other pre-retirement death benefit may choose to receive that death benefit instead of this 1957 Survivor benefit,

Benefit

The 1957 Survivor benefit is a monthly allowance equal to one-half of the unmodified Service Retirement benefit that
the member would have been entitled to receive if the member had retired on the date of his or her death. If the
benefit is payable to the spouse, the benefit is discontinued upon the death of the spouse. If the benefit is payable
to a dependent child, the benefit will be discontinued upon death or atiainment of age 18, unless the child is
disabled. The total amount paid will be at least equal to the Basic Death benefit.

Optional Settlement 2W Death Benefit

This is an optional benefit,

Eligibility
An employee’s elfgible survivor may receive the Optional Settlement 2W Death benefit if the member dies while
actively employed, has attained at least age 50, and has at least 5 years of credited service {total service across all
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CalPERS employers and with certain other Retirement Systems with which CalPERS has reciprocity agreements). A
CalPERS member who is no longer actively employed with any CalPERS employer Is not eligible for this benefit. An
ellgible survivor means the surviving spouse to whom the member was married at least one year before death, A
membet’s survivor who is eligible for any other pre-retirement death benefit may choose to receive that death benefit
instead of this Optional Settlement 2W Death benefit. ’

Benefit

The Optional Settlement 2W Death benefit is a monthly allowance equal to the Service Retirement benefit that the
member would have received had the member retired on the date of his or her death and elected Optional
Settlement 2W. (A retiree who elects Optional Settlement 2W receives an allowance that has been reduced so that it
will continue to be paid after his or her death to a surviving beneficiary.) The allowance is payable as long as the
surviving spouse lives, at which time it is continued to any unmarried children under age 18, if applicable. The total
amount paid will be at least equal to the Basic Death Benefit.

Special Death Benefit

This is a standard benefit for safety members, An employer may elect to provide this benefit for miscellanecus
members.

Eligibility

An employee’s efigible survivor(s) may receive the Special Death benefit if the member dies while actively employed
and the death is job-related. A CalPERS member who is no longer actively employed with any CalPERS employer is
not eligible for this benefit. An efigible survivor means the surviving spouse to whom the member was married prior
to the onset of the injury or illness that resulted in death. If there is no eligible spouse, an eligible survivor means
the member's unmarried children under age 22. An eligible survivor who chooses to receive this benefit will not
receive any other death benefit.

Benefit

The Special Death benefit is a monthly allowance equal to 50% of final compensation, and will be increased
whenever the compensation paid to active employees is increased but ceasing to increase when the member would
have attained age 50. The allowance is payable to the surviving spouse until death at which time the allowance is
continued to any unmarried children under age 22. There is a guarantee that the total amount paid will at least
equal the Basic Death Benefit.

If the member’s death is the result of an accident or injury caused by external violence or physical force incurred in
the performance of the member's duty, and there are eligible surviving children (efigible means unmarried children
under age 22) in addition to an eligible spouse, then an additional monthly allowance is paid equal fo the
following:

s if 1 eligible child: 12.5% of final compensation
« if 2 eligible children: 20.0% of final compensation
+ if 3 or more eligible children: 25.0% of final compensation

Alternate Death Benefit for Local Fire Members

This is an optional benefit available only to local fire members.

Eligibility

An employee’s eligible survivor(s) may receive the Alternate Death benefit in lieu of the Baslc Death Benefit or the
1957 Survivor Benefit if the member dies while actively employed and has at least 20 years of total CalPERS service.
A CalPERS member who is no longer actively employed with any CalPERS employer is not eligible for this benefit. An
efigible survivor means the surviving spouse to whom the member was married prior to the onset of the injury or
illness that resulted in death. If there is no eligible spouse, an eligible survivor means the member's unmarried
children under age 18.
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Benefit

The Alternate Death benefit is a monthly allowance equal to the Service Retirement benefit that the member would
have received had the member retired on the date of his or her death and elected Optional Settlement 2W, (A
retiree who elects Optional Settlement 2W receives an allowance that has been reduced so that it will continue to be
paid after his or her death to a surviving beneficiary.) If the member has not yet attained age 50, the benefit is
equal to that which would be payable if the member had retired at age 50, based on service credited at the time of
death. The allowance is payable as long as the surviving spouse lives, at which time it is continued to any unmarried
children under age 18, if applicable. The total amount paid will be at least equal to the Basic Death Benefit.

Cost-of-Living Adjustments (COLA)

Standard Benefit
Beginning the second calendar year after the year of retirement, retirement and survivor allowances will be annually
adjusted on a compound basis by 2%.

Improved Benefit
Employers have the option of providing an improved cost-of-living adjustment of 3%, 4% or 5%. An improved COLA
is not available in conjunction with the 1.5% at 65 formula.

The cumulative adjustment may not be greater than the cumulative change in the Consumer Price Index since the
date of retirement.

Purchasing Power Protection Allowance (PPPA)

Retirement and survivor allowances are protected against inflation by PPPA.  PPPA benefits are cost-of-living
adjustments that are intended to maintain an individual’s allowance at 80% of the initial allowance at retirement
adjusted for inflation since retirement. The PPPA benefit will be coordinated with other cost-of-living adjustments
provided under the plan.

Employee Contributions

Each employee contributes toward his or her retirement based upon the retirement formula. The standard employee
contribution Is as described below.

The percent contributed below the monthly compensation breakpoint is 0%.

The monthly compensation breakpoint is $0 for full and supplemental formula members and $133.33 for
employees covered by the modified formula.

The percent contributed above the monthly compensation breakpoint depends upon the benefit formula, as
shown in the table below.

Benefit Formula Percent Contributed above the
Breakpoint
Miscellaneous, 1.5% at 65 2%
Miscellaneous, 2% at 60 7%
Miscellaneous, 2% at 55 7%
Miscellaneous, 2.5% at 55 8%
Miscellaneous, 2.7% at 55 8%
Miscellaneous, 3% at 60 8%
Safety, 1/2 at 55 Varies by entry age
Safety, 2% at 55 7%
Safety, 2% at 50 9%
Safety, 3% at 55 9%
Safety, 3% at 50 9%
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The employer may choose to “pick-up” these contributions for the employees (Employer Paid Member Contributions
or EPMC). An employer may also include Employee Cost Sharing in the contract, where employees contribute an
additional percentage of compensation based on any optional benefit for which a contract amendment was made on
or after January 1, 1979.

s Auxiliary organizations of the CSUC system may elect reduced contribution rates, in which case the offset is $317
and the contribution rate is 6% if members are not covered by Social Security, If members are covered by
Social Security the offset is $513 and the contribution rate is 5%.

Refund of Employee Contributions

If the member’s service with the employer ends, and if the member does not satisfy the eligibility conditions for any
of the retirement benefits above, the member may elect to receive a refund of his or her employee contributions,
which are credited annually with 6% interest,

1959 Survivor Benefit

This Is a pre-retirement death benefit available only to members not covered by Social Security. Any agency joining
CalPERS subsequent to 1993 was required to provide this benefit if the members were not covered by Sodial
Security. The benefit is optional for agencies joining CalPERS prior to 1994. lLevels 1, 2 and 3 are now closed. Any
new agency or any agency wishing to add this benefit or increase the current level must choose the 4™ or Indexed
Level,

This benefit is not included in the results presented in this valuation. More information on this benefit is available on
the CalPERS website at www.calpers.ca.gov.
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SAFETY PLAN of the CITY OF STOCKTON
Information for Compliance with GASB Statement
No. 27

Under GASB 27, an employer reports an annual pension cost (APC) equal to the annual required contribution (ARC)
plus an adjustment for the cumulative difference between the APC and the employer's actual plan contributions for
the year. The cumulative difference is called the net pension obligation (NPO). The ARC for the petiod July 1, 2012
to June 30, 2013 has been determined by an actuarial valuation of the plan as of June 30, 2010. The contribution
rate for the indicated period is 31.790% of payroll. In order to calculate the dollar value of the ARC for inclusion in
financial statements prepared as of June 30, 2013, this contribution rate, as modified by any amendments for the
year, would be multiplied by the payroll of covered employees that was actually paid during the period July 1, 2012
to June 30, 2013, The employer and the employer’s auditor are responsible for determining the NPO and the APC.

Note: If an agency elects the Annual Lump Sum Prepayment Option, the ARC for the period July 1, 2012 through
June 30, 2013 is $18,472,186. If any amendments are enacted during the year the ARC will include the increase in
the employer contribution due to amendment multiplied by the payroll from the effective date of the amendment.

A summary of principal assumptions and methods used to determine the ARC is shown below,

Retirement Progr:
June 30, 2010

Entry Age Normal Cost Method
Level Percent of Payroll

28 Years as of the Valuation Date
15 Year Smoothed Market

Valuation Date

Actuarial Cost Method
Amortization Method
Average Remaining Period
Asset Valuation Method
Actuarial Assumptions

Investrrent Rate of Return  7.75% (net of administrative expenses)

Projected Salary Increases  3.55% to 13.15% depending on Age, Service, and type of employment
Inflation 3.00%

Payroll Growth 3.25%

Individual Salary Growth A merit scale varying by duration of employment coupled with an assumed

annual inflation growth of 3.00% and an annual production growth of 0.25%.

Initial unfunded liabilities are amortized over a closed period that depends on the plan’s date of entry into CalPERS.
Subsequent plan amendments are amortized as a level percentage of pay over a closed 20-year period. Gains and
tosses that occur in the operation of the plan are amortized over a 30 year rolling period, which results in an
amortization of about 6% of unamortized gains and losses each year. If the plans accrued liability exceeds the
actuarial value of plan assets, then the amortization payment on the total unfunded fiability may not be lower than
the payment calculated over a 30 year amortization period. More complete information on assumptions and methods
Is provided in Appendix A of this report., Appendix B contains a description of benefits included in the valuation.

The Schedule of Funding Progress below shows the recent history of the actuarial accrued liability, actuarial value of
assets, thelr relationship and the relationship of the unfunded actuarial accrued liability to payroll.

Valuation Accrued Actuarial Value Unfunded Funded Ratios Annual ULAsa
Date Liability of Assets (AVA) | Liability (UL) Covered % of
(AVA) | Market Payroll Payroll
(a) (b) (a)-(b) (b)/(a) | Value (© [(a)-(b)}/(c)
06/30/06 579,610,838 % 462,052,280 $ 117,558,558 79.7% 85.0% 52,289,374 224.8%
06/30/07 619,816,290 592,315,427 27,500,863 95.6% | 109.4% 54,127,744 50.8%
06/30/08 664,028,434 625,633,414 38,395,020 1 94.2% 95.0% 56,811,031 67.6%
06/30/09 724,324,197 644,939,577 79,384,620 | 89.0% 63.8% 58,595,623 135.5%
06/30/10 758,325,561 662,601,684 05,723,877 87.4% 67.2% 54,798,082 174.7%
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Investment Return Sensitivity Analysis

In July 2011, the investment return for fiscal year 2010-2011 was estimated to be 20.7%. Note that this return is
before administrative expenses and also does not reflect final investment return information for real estate and
private equities. The final return information for these two asset classes is expected to be available later in October.
Our estimated prefiminary 20.0% retumn for the 2010-2011 fiscal year is good news as it will help reduce the impact
of the -24% return in 2008-2009 and the impact of the three year phase in adopted by the Board in June 2009, For
purposes of projecting future employer rates, we are assuming a 20% investment return for fiscal year 2010-2011.

The investment return realized during a fiscal year first affects the contribution rate for the fiscal year 2 years later.
Specifically, the investment return for 2010-2011 will first be reflected in the June 30, 2011 actuarial valuation that
will be used to set the 2013-2014 employer contribution rates, the 2011-2012 investment return will first be reflected
in the June 30, 2012 actuarial valuation that will be used to set the 2014-2015 employer contribution rates and so
forth.

Based on a 20% investment return for fiscal year 2010-2011 and assuming that all other actuarial assumptions will
be realized and that no further changes to assumptions, contributions, benefits, or funding will occur between now
and the beginning of the fiscal year 2013-2014, the effect on the 2013-2014 Employer Rate is as follows:

Estimated 2013-2014 Employer Rate Estimated Increase in Employer Rate
between 2012-2013 and 2013-2014
32.5% 0.7%

As part of this report, a sensitivity analysis was performed to determine the effects of various investment returns
during fiscal years 2011-2012, 2012-2013 and 2013-2014 on the 2014-2015, 2015-2016 and 2016-2017 employer
rates. Once again, the projected rate increases assume that all other actuarial assumptions will be realized and that
no further changes to assumptions, contributions, benefits, or funding will occur.

Five different investment return scenarios were selected.

«  The first scenario is what one would expect if the markets were to give us a 5" percentile return from July
1, 2011 through June 30, 2014. The 5% percentile return corresponds to a -3.64% retumn for each of the
2011-2012, 2012-2013 and 2013-2014 fiscal years.

»  The second scenario is what one would expect if the markets were to give us a 25" percentile return from
July 1, 2011 through June 30, 2014. The 25" percentile return corresponds to a 2.93% return for each of
the 2011-2012, 2012-2013 and 2013-2014 fiscal years.

« The third scenario assumed the return for 2011-2012, 2012-2013, 2013-2014 would be ocur assumed
7.75% investment return which represents about a 49" percentile event.

» The fourth scenario is what one would expect if the markets were to give us a 75% percentile return from
July 1, 2011 through June 30, 2014. The 75" percentile return corresponds to a 12.25% return for each of
the 2011-2012, 2012-2013 and 2013-2014 fiscal years.

« Finally, the last scenario is what one would expect if the markets were to give us a 95" percentile return
from July 1, 2011 through June 30, 2014, The 95" percentile return corresponds to a 19.02% return for
each of the 2011-2012, 2012-2013 and 2013-2014 fiscal years.

The table below shows the estimated projected contribution rates and the estimated increases for your plan under
the five different scenarios.

Estimated Increase in
Invezs(t)ri‘wt:to;:turn Estimated Employer Rate Employer Rate
Scenario between 2013-2014
2014-2015 2015-2016 2016-2017 and 2016-2017
-3.64% (5 percentile) 39.0% 47.0% 54.1% 21.6%
2.93% (25" percentile) 34.0% 37.8% 41.5% 9.0%
7.75% 33.2% 33.9% 34.6% 2.1%
12.25%(75" percentile) 33.1% 33.4% 33.4% 0.9%
19.02%(95™ percentile) 32.8% 32.5% 31.6% -0.9%

156 ¢f 169



Case 12-32118 Doc 478 Page 157 of 159

APPENDIX E

GLOSSARY OF ACTUARIAL TERMS

157 of 159



Case 12-32118 Doc 478 Page 158 of 159

CALPERS ACTUARIAL VALUATION - June 30, 2010 APPENDIX E
GLOSSARY OF ACTUARIAL TERMS

Glossary of Actuarial Terms

Accrued Liability (also called Actuarial Accrued Liability or Entry Age Normal Accrued Liability)

The total dollars needed as of the valuation date to fund all benefits earned in the past for current
members.

Actuarial Assumptions
Assumptions made about certain events that will affect pension costs. Assumptions generally can be broken
down into two categories: demographic and economic. Demographic assumptions include such things as

mortality, disability and retirement rates. Economic assumptions include investment return, salary growth
and inflation.

Actuarial Methods
Procedures employed by actuaries to achieve certain goals of a pension plan. These may include things
such as funding method, setting the length of time to fund the past service liability and determining the
actuarial value of assets.

Actuarial Valuation
The determination, as of a valuation date, of the normal cost, actuarial accrued liability, actuarial value of
assets and related actuarial present values for a pension plan. These valuations are performed annually or
when an employer is contemplating a change to thelr plan provisions.

Actuarial Value of Assets
The actuarial value of assets used for funding purposes is obtained through an asset smoothing technique

where investment gains and losses are partially recognized in the year they are incurred, with the remainder
recognized in subsequent years.

This method helps to dampen large fluctuations in the employer contribution rate.

Amortization Bases
Separate payment schedules for different portions of the unfunded liability. The total unfunded liability of a
risk pool or non-pooled plan can be segregated by "cause", creating “bases” and each such base will be
separately amortized and paid for over a specific period of time. This can be likened to a home mortgage
that has 24 years of remaining paymenis and a second on that mortgage that has 10 years left. Each base
or each mortgage note has its own terms (payment period, principal, etc.)

Generally in an actuarial valuation, the separate bases consist of changes in unfunded liability due to
amendments, actuarial assumption changes, actuarial methodology changes, and gains and losses.
Payment periods are determined by Beard policy and vary based on the cause of the change.

Amortization Period
The number of years required to pay off an amortization base.,

Annual Required Contributions (ARC)
The employer's periodic required annual contributions to a defined benefit pension plan as set forth in GASB
Statement No, 27, calculated in accordance with the plan assumptions. The ARC is determined by
multiplying the employer contribution rate by the payroll reported to CalPERS for the applicable fiscal year.
However, if this contribution is fully prepaid in a lump sum, then the dollar value of the ARC is equal to the
Lump Sum Prepayment.

Entry Age
The earliest age at which a plan member begins to accrue benefits under a defined benefit pension plan or
risk pool. In most cases, this is age of the member on their date of hire.

Entry Age Normal Cost Method
An actuarial cost method designed to fund a member's total plan benefit over the course of his or her
career. This method is designed to yield a rate expressed as a level percentage of payroll.
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{The assumed retirement age less the entry age is the amount of time required to fund a member’s total
benefit. Generally, the older a member on the date of hire, the greater the entry age normal cost. This is
mainly because there is less time to earn investment income to fund the future benefits.)

Fresh Start
A fresh start is the single amortization base created when multiple amortization bases are collapsed into one
base and amortized over a new funding pericd.

Funded Status
A measure of how well funded a plan is. Or equivalently, how "on track” a plan is with respect to assets vs.
accrued liabiliies. A ratio greater than 100% means the plan or tisk pool has more assets than liabilities
and a ratlo less than 100% means liabilities are greater than assets. A funded ratio based on the Actuarlal
Value of Assets Indicates the progress toward fully funding the plan using the actuarial cost methods and
assumptions. A funded ratio based on the Market Value of Assets indicates the short-term solvency of the
plan.

GASB 27
Statement No. 27 of the Governmental Accounting Standards Board. The accounting standard governing a
state or local governmental employer’s accounting for pensions.

Lump Sum Contribution
A payment made by the employer to reduce or eliminate the unfunded liability.

Normal Cost
The annual cost of service accrual for the upcoming fiscal year for active employees. The normal cost
should be viewed as the long term contribution rate.

Pension Actuary
A person who is responsible for the calculations necessary to properly fund a pension plan.

Prepayment Contribution
A payment made by the employer to reduce or eliminate the year’s required employer contribution.

Present Value of Benefits
The total dollars needed as of the valuation date to fund all benefits earned in the past or expected to be
eamed in the future for current members.

Rolling Amortization Period
An amortization period that remains the same each year, rather than declining.

Superfunded
A condition existing when the actuarial value of assels exceeds the present value of benefits. When this
condition exists on a given valuation date for a given plan, employee contributions for the rate year covered
by that valuation may be waived.

Unfunded Liability or Unfunded Accrued Liability (UAL)
A plan with an actuarial value of assets below the accrued liability is said to have an unfunded liability and
must temporarily increase contributions to get back on schedule.
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