© o000 ~N oo o B~ W N

N N N NN NN NN PR PR R R R R R R
© N o B W N kP O © 0o N o OB~ W N Bk O

Case 12-32118 Filed 08/11/14 Doc 1664

142

MICHAEL J. GEARIN admitted pro hac vice
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K&L GATES LLP

10100 Santa Monica Boulevard, Seventh Floor

Los Angeles, California 90067

Telephone:  310.552.5000
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Attorneys for California Public Employees’
Retirement System

UNITED STATES BANKRUPTCY COURT

EASTERN DISTRICT OF CALIFORNIA

SACRAMENTO DIVISION

Inre
CITY OF STOCKTON, CALIFORNIA.,
Debtor.

CALPERS’ REQUEST FOR JUDICIAL NOTICE

Case No. 2012-32118
D.C. No. OHS-5
Chapter 9

CALPERS’ REQUEST FOR JUDICIAL
NOTICE IN SUPPORT OF ITS
SUPPLEMENTAL BRIEF IN SUPPORT OF
CONFIRMATION OF THE CITY OF
STOCKTON’S FIRST AMENDED PLAN

OF ADJUSTMENT

Date: October 1, 2014

Time: 10:00 a.m.

Place: Robert T. Matsui U.S. Courthouse,
501 I Street
Department C, Fl. 6, Courtroom 35
Sacramento, CA 95814

Judge: Hon. Christopher M. Klein
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The California Public Employees’ Retirement System (“CalPERS”) files this Request for
Judicial Notice pursuant to Federal Rule of Evidence 201 (“FRE 201”) in support its Supplemental
Brief in Support of Confirmation of the City of Stockton’ First Amended Plan of Adjustment.
CalPERS respectfully requests that the Court take judicial notice of the following documents attached
hereto:

1. A true and correct copy of the Agreement for Transfer of Membership Benefits from
CalPERS to LACERA is attached hereto as Exhibit A.

2. A true and correct copy of the Agreement for Transfer of Membership Benefits from
CalPERS to SFERS is attached hereto as Exhibit B.

3. A true and correct copy of CalPERS March 19, 2002 Agenda Item 7 is attached hereto
as Exhibit C.

4. A true and correct copy of CalPERS June 18, 2002 Agenda Item 4 is attached hereto
as Exhibit D.

5. A true and correct copy of CalPERS June 16, 2009 Agenda Item 4 is attached hereto
as Exhibit E.

6. A true and correct copy of San Joaquin County Employees’ Retirement Association
Actuarial Valuation as of January 1, 2013 is attached hereto as Exhibit F.

The Federal Rules of Evidence are incorporated pursuant to Rule 9017 of the Federal Rules of
Bankruptcy Procedure. FRE 201 mandates that a federal court take judicial notice “if a party requests
it and the court is supplied with the necessary information.” FRE 201(c)(2). “The court may take
judicial notice at any stage of the proceeding.” FRE 201(d). The documents listed above and attached
hereto relate to matters that are “not subject to reasonable dispute,” and substantiate facts “that can be
accurately and readily determined from sources whose accuracy cannot reasonably be questioned.”
FRE 201(b). Accordingly, CalPERS respectfully requests the Court grant this Request for Judicial

Notice.

I
I

CALPERS’ REQUEST FOR JUDICIAL NOTICE 2012-32118
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WHEREFORE, for the reasons set forth above, CalPERS respectfully requests that the

Court grant judicial notice of the documents listed herein and attached hereto.

Respectfully submitted,

Michael J. Gearin
Michael B. Lubic
Michael K. Ryan

K&L GATES LLp

Dated: August 11, 2014 By: /s/ Michael J. Gearin
Michael J. Gearin
Attorneys for California Public Employees’
Retirement System

CALPERS’ REQUEST FOR JUDICIAL NOTICE 2012-32118
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CalPERS REVISIONS

AGREEMENT FOR TRANSFER
OF MEMBERSHIP BENEFITS
FROM CalPERS TO LACERA

This Agreement is entered into this 28" day of June 2002 by and between the LOS ANGELES
COUNTY EMPLOYEES RETIREMENT ASSOCIATION ("LACERA") and the CALIFORNIA PUBLIC
EMPLOYEES' RETIREMENT SYSTEM ("CalPERS").

WHEREAS, certain local safety members of CalPERS have ceased to be employed by the Fire
Departments of the Cities of Gardena, Inglewood and Lynwood; the city of Compton Police Department
and Los Angels Community College Safety Police, and have been employed by the County of Los
Angeles as a result of the transfer of firefighting and law enforcement functions from the said Cities and
Agencies to the County, and upon such transfer said local safety members have become members of
LACERA; AND

WHEREAS, Government Code Sections 20588 and 31657 authorize CalPERS and the Board of
Retirement of LACERA, respectively, to enter into an agreement to terminate CalPERS' liability with
respect to certain local safety service of certain former employees of the certain cities or counties, and
for LACERA to assume liability on account of such service, and to transfer from CalPERS to LACERA
the employee and employer contributions, and interest credited thereto, on account of said safety
service for each of said local safety members;

NOW THEREFORE, in consideration of the foregoing and the mutual covenants hereinafter set
forth, CalPERS and LACERA agree as follows:

1. COVERED EMPLOYEES. This agreement applies to former employees of the city identified
above who were safety employees of Los Angeles County on the effective date of this agreement, and
who were also members of both CalPERS and LACERA on that date. This agreement does not apply to
persons who have retired from either LACERA or CalPERS on or before the effective date of this
agreement. Employees to whom this agreement applies are identified in Exhibit "A", attached hereto
and incorporated herein. Exhibit "A", also discloses (1) the amount of the member's contributions, with
interest, to be transferred, (2) the safety service the member was entitled to be credited by CalPERS at
the time of cessation of his or her city employment that will be transferred, and (3) the total employer
assets to be transferred.

2. TERMINATION OF CalPERS MEMBERSHIP AND TRANSFER OF FUNDS TO LACERA. On
June 28, 2002, CalPERS shall pay to LACERA the sum of $65,175,789, representing the total amount of
member and employer contributions, with interest, for the local safety members listed on Exhibit "A."
Said payment shall be made in accordance with LACERA's written instructions, which shall be provided
to CalPERS no later than June 26, 2002. Upon the transfer of said contributions and interest to
LACERA the service credit in CalPERS of each person listed on Exhibit "A" that is associated with such
contributions and interest shall be removed from the member's CalPERS account. If said transfer
results in all service credit of the person being removed, the person's CalPERS membership shall
terminate.

3. INDEMNITY FOR CalPERS. LACERA shall indemnify, defend, and hold harmless CalPERS,
and its Board of Administration, board members, officers, directors, empioyees, agents, and
representatives (collectively “Indemnitee”), against all liability, demands, claims, costs, losses,
judgments, damages, recoveries, settlements, and expenses (including interest, penalties, attorneys’
fees, accounting fees, and expert witness fees) incurred by Indemnitee, known or unknown, contingent
or otherwise, which are related to or arise out of this Agreement For Transfer Of Membership Benefits
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from CalPERS to LACERA (“Agreement”), including without limitation to the following: (1) the transfer of
assets and liability from CalPERS to LACERA pursuant to this Agreement, (2) the transfer of assets and
liability from CalPERS to LACERA pursuant to Government Code section 20588 and 31657, and (3) the
change, if any, in pension, retirement or other benefits received by members of CalPERS and LACERA
as a result of the Agreement.

4. AMBIGUITIES NOT HELD AGAINST DRAFTER/INDEMNITEE. This Agreement having been
freely and voluntarily negotiated by both parties, the rules that (1) ambiguous contractual provisions are
construed against the Drafter of the provision and (2) ambiguous indemnity provisions are construed
against the Indemnitee both shall be inapplicable to this Agreement.

5. ATTORNEYS' FEES TO PREVAILING PARTY. If any action or other proceeding is brought
to enforce or interpret the provisions of this Agreement, the prevailing party shall be entitled to recover
reasonable attorneys’ fees from the other party. These fees are in addition to any other relief to which
the prevailing party may be entitled. This provision shall be applied to the entire Agreement

6. TERMINATION OF PERS LIABILITY. Upon the transfer of funds to LACERA by CalPERS,
as required by Section 2 of this agreement, all liability of CalPERS on account of removed safety service
credit of the members identified in Exhibit "A" shall cease and shall become the liability of LACERA,
pursuant to Government Code Section 20588.

7. EFFECTIVE DATE OF AGREEMENT. This agreement shall become effective June 28, 2002

Dated: é "2',2—'02 Dated: é——;f— 0,2

Board of Retirement of Los Angeles Board of Administration of California
County Employees Retirement Association California Public Employees Retirement System

William Dale Crist, President

Les Robbins, Chairman

APPROVED,AS TO FORM:

Chief Counsel

2002mergeragreement
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AGREEMENT FOR TRANSFER
OF MEVMBERSHIP BENEFITS
FROM CalPERS TO SFERS

This Agreement by and among the SAN FRANCISCO CITY AND COUNTY
EMPLOYEES' RETIREMENT SYSTEM ("SFERS"), the CITY AND COUNTY OF SAN
FRANCISCO ("City") and the CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
("CalPERS"), signed by the parties on the dates shown next to their signatures, for all
purposes shall be retroactively effective as of June 30, 2009.

WHEREAS, City and CalPERS contract for CalPERS membership for certain City employees
("Contract");

WHEREAS, active airport county peace officers on July 1, 1985 who waived their rights under
SFERS became members of CalPERS by Contract amendment;

WHEREAS, as of December 27, 1997, certain safety members who were active airport
county peace officers in CalPERS membership in the Safety Plan of the City and County of
San Francisco (CalPERS City Safety Plan) were reclassified as City police after that date;
City police officers ("Airport Police") were members of SFERS for service on and after
December 28, 1997, and remained CalPERS inactive members as to that service rendered as
airport county peace officers from July 1, 1985 through December 27, 1997 ("CalPERS
covered service");

WHEREAS, Government Code Section 20589 was enacted for the purpose of authorizing the
transfer of CalPERS covered service of Airport Police who elect to transfer their CalPERS
covered service to SFERS and who are active members of SFERS on the date of such
transfer;

WHEREAS, Government Code Section 20589 authorizes CalPERS and SFERS (i) to enter
into an agreement to terminate CalPERS' liability with respect to the CalPERS covered
service of airport county peace officers who were reclassified as Airport Police (i) for SFERS
to assume liability on account of such CalPERS covered service, and (iii) to transfer from
CalPERS to SFERS the employee and employer contributions, and interest credited thereto,
on account of said CalPERS covered service for each of the eligible Airport Police SFERS
members who elect to have said CalPERS covered service transferred;

WHEREAS, at an election held on November 6, 2007, the voters of the City and County of
San Francisco amended the Charter of the City and County of San Francisco by approving
Proposition F which amended the Charter of the City and County of San Francisco by

Page 1 of 4
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amending Sections A8.506-2 and A8.597-1 1(a) to authorize the Board of Supervisors to
amend a contract with the Public Employees Retirement System in order to transfer to the
San Francisco Employees' Retirement System the assets and liabilities of certain airport
police officers, and by adding Section A8.597-10(d) to include time worked as an airport
police officer in the calculation for retirement benefits for police department employees.

NOW THEREFORE, in consideration of the foregoing and the mutual covenants hereinafter
set forth, CalPERS, City and SFERS agree as follows:

1. COVERED EMPLOYEES AND TRANSFER DATE. This Agreement applies to
those Airport Police who were active members of SFERS on the effective date of this
Agreement to transfer CalPERS covered service, who became Airport Police members of
SFERS on December 28, 1997, and who were active county peace officers on or after July 1,
1985 and remained active airport county peace officers through December 27, 1997 under
the Contract (Covered Employees). This Agreement does not apply to persons who have
retired from either SFERS or CalPERS on or before the effective date of this Agreement. The
transfer of assets and service under this Agreement shall be made only as to those Covered
Employees (i) who have made an election to transfer CalPERS covered service to SFERS in
compliance with Section A8.597 of the Charter of the City and County of San Francisco and
(if) for whom an Election and Release authorizing the transfer of CalPERS covered service to
SFERS is on file with both SFERS and CalPERS on the Transfer Date. Transfer Date means
June 30, 2009, the date as of which CalPERS will transfer assets to SFERS under this
Agreement.

2. METHOD OF CALCULATING THE ASSETS TO BE TRANSFERRED. CalPERS
shall calculate the value of assets to be transferred from the CalPERS City Safety Plan to
SFERS as of the Transfer Date for each Covered Employee as follows:

a)  Allocate a share of the June 30, 2007 market value of assets in the CalPERS City
Safety Plan to each Covered Employee, equal to the Covered Employee's entry
age normal accrued liability at June 30, 2007multiplied by the CalPERS City Safety
Plan funded ratio of 114.7%.

b) Bring the allocated share of assets at June 30, 2007 forward to theTransfer Date by
applying the actual -5.1% investment loss for 2007-2008 and an estimated -26%
investment loss for the period July 1, 2008 to the Transfer Date.

The attached Exhibit A shows the value of assets that may be transferred on the Transfer
Date for each Covered Employee.

Page 2 of 4
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3. TRANSFER OF ASSETS. Only the allocated share of assets (as calculated in
paragraph 2, above) of Covered Employees who have executed and filed an Election and
Release as provided in paragraph 1, above, electing to transfer CalPERS covered service to
SFERS, shall be transferred from the CalPERS City Safety Pian to SFERS on the Transfer
Date.

4. INDIVIDUAL ELECTION TO HAVE CALPERS COVERED SERVICE
TRANSFERRED TO SFERS. CalPERS has approved disclosure and election to transfer
forms prepared by SFERS and provided by SFERS to each individual member eligible to
have CalPERS covered service transferred to SFERS. Only CalPERS covered service of
Covered Employees who executed and filed an Election and Release electing to transfer
CalPERS covered service will be transferred to SFERS.

5. TERMINATION OF CalPERS MEMBERSHIP AND TRANSFER OF FUNDS TO
SFERS. As soon as reasonably practicable after execution of this Agreement, CalPERS shall
pay to SFERS the sum of $ 6,029,904.15, representing the allocated share of assets as of the
Transfer Date for each Covered Employee that, as determined by SFERS, has properly
elected to fransfer CalPERS covered service to SFERS. Upon the transfer of said assets
from the CalPERS City Safety Plan to SFERS the service credit in CalPERS of each person
that elected to transfer his or her CalPERS covered service listed on Exhibit "A" that is
associated with such assets shall be removed from the members' CalPERS account. If said
transfer of assets resuits in removal of all service credit of the Covered Employee who elected
to transfer CalPERS covered service, the Covered Employee's CalPERS membership shall
terminate.

6. INDEMNIFICATION. City agrees to indemnify, defend and hold harmless the
CalPERS Board of Administration, board members, officers, directors, employees, agents,
and representatives, the California Public Employees' Retirement System, and the California
Public Employees' Retirement Fund (collectively "Indemnitee”), against all liability, demands,
claims, costs, losses, judgments, damages, recoveries, seftlements, and expenses (including
interest, penalties, attorneys' fees, accounting fees, and expert witness fees) incurred by
Indemnitee, known or unknown, contingent or otherwise, which are related to or arise out of:
the transfer of or failure to transfer CalPERS covered service pursuant to Government Code
section 20589; the form of Airport Police election and release or disclosure document; the
manner of notifying Airport Police of the transfer; the change, if any, in pension, retirement or
other benefits received by members of CalPERS and SFERS as a result of execution of the
Agreement; level and type of benefits for CalPERS covered service; and level and type of
benefits for SFERS covered service.

Page 3 of 4
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7. AMBIGUITIES NOT HELD AGAINST DRAFTER/INDEMNITEE. This Agreement
having been freely and voluntarily negotiated by all parties, the rules that (1) ambiguous
contractual provisions are construed against the drafter of the provision and (2) ambiguous
indemnity provisions are construed against the indemnitee both shall be inapplicable to this
Agreement. :

8. TERMINATION OF CalPERS LIABILITY. As of the Transfer Date and upon the
transfer of funds to SFERS by CalPERS, as required by and in amounts calculated under
Section 2 and Section 3 of this Agreement, all liability of CalPERS on account of Covered
Employees who elected to transfer CalPERS covered service to SFERS shall cease and shall
become the liability of SFERS, pursuant to Government Code Section 20589.

9. EFFECTIVE DATE OF AGREEMENT. Upon execution by all parties, this
Agreement shall be effective retroactively for all purposes as of June 30, 2009.

Dated: ™ /21, Dated:_ &4/ f/ 12

Board of Retirement of SFERS CalPERS

Byé"%‘e“‘:&" By W

Signature _ Signature

Gapy A ‘ Alan Milligan, MamagingActuame  Lepty Cu e 4‘0
Printed Name and Title of Signer Printed Name and Title of Signer Achcony |

"

Francisco

Gavin ﬂiwﬁumﬁhwﬁ;r
Printed Name and Title of Sigher

By P2 Q2. 20,
Signatdre

iﬂz&tb{, &IW”D _SZU{ﬁquméFBIuA bf %f&rvum
Printed Name and Title of Signer

Page 4 of 4
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Actuarial & Employer Servicas Division
P.O. Bex 842708
Sacramento, CA 94229-2709

Telecommunications Device for the Deaf - (816) 326-3240
FAX (916) 328-3005

March 19, 2002

AGENDAITEM 7

TO:

MEMBERS OF THE BENEFITS AND PROGRAM ADMINISTRATION
COMMITTEE

SUBJECT: Asset and Liability Transfer to Los Angeles County

Employaees Retirament Association and
Establishment of Board Policies

PROGRAM: Actuarial & Employer Services

RECOMMENDATION:

That the Board approve the current transfer to Los Angeles County Employees
Retirement Association (LACERA) based on the following approach:

1)

The amount of assets to be transferred will be calculated so as to
maintain the same funded ratio before and after the transfer. In other

words, the amount of assets to be transferred will be based on the funded
ratio of the affected plan.

The amount of assets to be transferrad, as of the effective date of the
transfer, will be based on a conservative estimate of the rate of retum
achieved between the last fiscal year end for which asset information is
available and the effective date of the transfer. No final adjustment will be

made tc the asset transfer to cerrect for any inaccuracy in the estimated
rate of retum.

in each such agenda item, staff will provide the Board with information on
the impact of the transfer on members’ benefits.
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V.  ANALYSIS:

Background

Under Sections 20585 to 20592 of the Public Employees’ Retirement Law
(PERL), the Board may enter into an agreerment with anothsr retirement system
e to transfer the value of the CalPERS ratirement benefits for affected employees

- to the other system. The statutes provide for transfermring employse and
employer assets, and for the liabilities associated with these employees’ service
at CalPERS to become the liabilities of the other retirement system.

: In late 1998, staff reviewed the actuarial policy used to determine the amount of

i assets to transfer for both internal transfers (between plans within the Public

b Employees Retirement Fund) and external transfers (to other retirsment
systems). Staff determined that the most appropriate amount to transfer from
the transferring plan to the receiving plan would be based on the funded ratio of

the transferring plan (the plan from which the member and employer assets ware
being transferred).

By basing the transfer on the funded ratio. this policy protects CalPERS in
situations where the transferring plan was underfunded. This also assures that
the amount to be transferred never exceeds the assets of the transferring plan.
The policy also helps to ensure that funds contributed in respect of a certain
group of employees are used for the benefii of those employeses.

CalPERS has, in the past, entered into transfer agresments with LACERA and
staff has been examining arnother proposed transfer. The new transfer to
LACERA is in respect of five agencies that have transferred their firefighting or

: police functions to Los Angeles County. The five agencies are: City of Gardenia,
City of Inglewood, City of Lynwood, City of Compton, and Los Angeles

I Community College District. The total assets to be transferred would be

| : approximately $65 million.

Staff is prepared to recommend that the transfer be approved even though
several issues have arisen in the last few days that have called into question the
viability of the transfer. LACERA staff has indicated that its Board is unlikely to
agree to the transfer primarily because the amount of assets to be transferred
would not be sufficient to cover LACERA's additional liability.

Issue #1

s The first issue that has arisen is that the assets to be transferred, as calculated
g P by CalPERS staff, are less than the actuarial liability as calculated by LACERA's
actuary. The assets to be transferred are also less than the actuarial liabilities

"' 00002.000079 (40)
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calculated by CalPERS staff (because of the funded status of the plans). One
should not expect the liability calculations performed by staff to agree with the

liability calculation performed by LACERA staff since different assumptions are
being used and potentially different benefits are being valued.

The fact that the asset transfer would be less than the (LACERA) actuarial
liability is an issue bacause of the funding mechanism. Staff understands that the
County essentially funds the LACERA benefits. If LACERA accepts a transfer of
assets and liabilities where the assets are less than the liabilities (based on their
calculation) the County would have to make up the difference. This represents a
shift in the obligation since, if the assets and liabilities are not transferred, the
agencies will still be responsible for paying the unfunded liabiiity. Whether the
County could recover the additional costs from the agencies through thair
agreement to provide services is not known at this time.

Issue #2

The second issue that has come up is the crediting of investmant income
between the valuation date and the transfer date. Due to the time lag in
CalPERS!' financial reporting, staff never knows exactly how much investment
income to credit to the employer ressrves for the particular plan until well after
the effective date of any proposed transfer. Since the amount of the transfer has
to be known on or before the effective date of the transfer, this causes a

problem. While this problem has existed in the past, the negative rates of return
experienced recently aggravate the situation

It would be possible to resolve this issus by making two asset transfers. The first
transfer would take place on the effective date and would comprise the bulk of
the total asset transfer. The second transfer would just ba an adjustment to
account for those factors, such as investment income just prior to the transfer,
that were not taken into account in the initial transfer.

Such a two step approach works wsll and is comman in the private sector when
there are transfers of members betwsen pension plans. However, the procedure
is unwieldy and may not be practical here at CalPERS.

An alternative to the two step approach would be to make a conservative
assumption about the rate of return from the last date as of which the CalPERS
rate of return is known and the effactive date of the transfer and calculate the
amount of the transfer on that basis. The advantages of this approach are that
the transfer amount would be known in advance and that it is much simpler.
There would be some risk to CalPERS that the amount of investment income
included in the assets transfer would be greater than that actually earned on the

-~ 00002:000080 (40)
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funds being transferred. Staff believes that this risk is acceptable and that it
would not jeopardize the fund. We therefor recommend this approach,

Issue #3

The third issue is the question of whether members will be better off after the
transfer. LACERA staff has indicated that members affected by the proposed
transfer will receive the better of the pension benefit they wou!d have recsived
from CalPERS and the benefit normally provided from LACERA. As LACERA
staff has agreed to put this in writing, this issue has been resolved. However,

there is a question regarding employer provided post-retirement health benefits.
This is discussed below.

Consequences of Not Transferring Assets and Liabilitios

Staff has been inforimead that some members are waiting for this proposed
transfer to occur before retiring. By waiting until after tne transfer occurs, thess
members expect to receive a higher benefit. If the transfer does not occur at the
present time, they will have to make & decision about whether to retire now or to
wait in the hope that the transfer will occur at some point in the future.

Of even more ccncem, some members may not be entitled to have as much of
their post-retirement medical costs paid by Los Angeles County if the transfer
does not occur. This is because, in determining seligibility for post-retirement
medical cost sharing, LACERA only recognizes service with the County or
credited to the member as a result of these transfers. While the potential loss to
members of this benefit is not a consequence of action by the CalPERS Board,
this issus is likely to be of concern to the Board. This may be the issue with the
largest financial consequences to the members affected by the failure to
complete the propossd transfer.

Discussion

The key issue preventing the transfer is the amount of the assets to be
transferred. This issue arises from structural differences between the two
systems rather than any disagreement about actuarial assumptions or methods.
It has not arisen in the past due to the previously better funded status of the
plans from which assets and liabilities have heen transferred.

In order to resolve this issue so that the transfer can happen in the near future,
there would have to be a significant improvement in the funded status of the
affected plans. It may also be possible for a resolution tc be found outside of the

two retirement systems. This could be driven by the agencies themselves or the
County of Los Angeles.
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Of the two negative consequences of not completing the transfer, the potential
; loss of post-retirement medical coverage is of most concern to CalPERS staff. It
S is also a problem that came up very late in the discussions and which staff has

not had time to thoroughly analyze. Staffis seeking mora information to present
at the committes meseting.

It may be appropriate to seek regulations or even changes the law with respect
to some of the issues addressed in this agenda item. Staff will look into this and
report back to the Board as appropriate.

Conclusion

At the present time, while the proposed transfer to LACERA seems stalled
because of the issus about the amount of the asset transfer, staff believes that
the CalPERS Board should authorize the transfer in a manner that protects the
CalPERS trust func as set forth in the recommendation. If the LACERA Board
does not agree to the transfer on the present terms, staff will continue to work

with LACERA staff in an attempt to find an acceptable resolution to ths asset
transfer issue.

V. STRATEGIC PLAN:

Goal Il of the CalPERS' Strategic Pian reads as follows:

Benefits Management

‘.' Design. davelop, and administer benefit pragrams and business processes that
fails are innovative, effective, efficient, and valued by our members, employers, and
stakeholders.

1 :',‘j Under this goal, one of our Business Management Objectives is as follows:

wed By 2004, establish approaches in the design and administration of benefits that
mitigates potential risks and ensures a greater pctential for rate stability.
| .

- 00002.000082 (40)
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vi. RESULTS/COSTS:

If LACERA accepts the transfer, assets equal to $64,852,819 would be
transferred with corresponding service and liabilities for the affected members.

Alan Milligan, Supervising Pension Actuary
: Actuarial & Employer Services Division

Ronwgoeﬂng, Chief Actua
CalRERS

00 GLOCERTAL




BPAC
AGENDA ITEM 7

ASSET AND LIABILITY TRANSFER TO LOS
ANGELES COUNTY EMPLOYEES
RETIREMENT ASSOCIATION AND

ESTABLISHMENT OF BOARD POLICIES

ATTACHMENT 1




Attachment |

AGREEMENT FOR TRANSFER
OF MEMBERSHIP BENEFITS
FROM CalPERS TO LACERA

This Agreement is entered into this 29" day of March 2002 by and between the LOS
ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION ("LACERA") and the
CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM (“CalPERS").

WHEREAS, certain local safety members of CalPERS have ceased to be employed by
the Cities of Compton, Gardena, Ingiewood and Lynwood and the Los Angeles Community
College District have been empioyed by the County of Los Angelss as a result of the transfer of
firefighting functions and palice functions from the said City and agency to the County, and upon
such transfer said local safety members have become members of LACERA; AND

WHEREAS, Govemment Code Seclions 20588 and 31657 autharize CalPERS and the
Board of Retirament of LACERA, respectively, to enter into an agresment to terminate
CalPERS' liability with respect to cartain local safety service of centain former employees of the
certain cities or counties, and for LACERA to assume liabiiity on account of such service. and to
transfer from CalPERS to LACERA the employes and employar contributions, and Interest
cradited thereto, on account of said safety service for each of said local safety members;

NOW THEREFORE, in consideration of the foregoing and the mutual covenants
hereinafter set forth, CalPERS and LACERA agree as follows:

1. COVERED EMPLOYEES. This agreement applies to former employees of the city
Identified above who are safety employees of the Fire Department and Sheriff Department of
Los Angeles County on the effective dats of this agreement, and who were also members of
both CalPERS and LACERA on that date. This agreement dees not apply to persons who have
retired from either LACERA or CalPERS on or before the effective date of this agreement.
Employees to whom this agreament applies are identified in Exhibit "A", attached hereto and
incorporated herein. Exhibit "A: also discloses (1) the amount of the member's contributions,
with interest, to be transferred, (2) the safety service the member was entitled to be credited by
CalPERS at the time of cessation of his or her city employment that will be transferred, and (3)
the total employer assets to be transferrad.

2. TERMINATION OF CalPERS MEMBERSHIP AND TRANSFER OF FUNDS TC
LACERA. On March 28, 2002, CalPERS shall pay to LACERA the sum of $64,852,819,
representing the total amount of member and employer contributions, with interest, for the local
safety members listed on Exhibit "A". Said payment shall be made in accordance with LACERA"
written instructions, which shall be provided to CalPERS no later than March 25, 2002. Upon
the transfer of said contributions and interest to LACERA the service credit in CalPERS of each
person listed on Exhibit "A" that is associated with such contributions and Interest shall be
removed from the member's CalPERS account. If sald transfer results in all service credit of the
person being removed, the person's CalPERS membership shall terminate.
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3. INDEMNITY FOR CalPERS. LACERA shall indemnity, defend, and hold harm!ess
CalPERS, and its Board of Administration, board members, officers, diractors, employees,
agents, and representatives (collactively “Indemnitee”), against all liability, demands, claims,
costs, losses, judgements, damages, recoveries, settlements, and expenses (including interest,
penalties, atlorneys' fees, accounting fees, and expert witness feas) incurred by indemnites,
known or unknown, contingent or otherwlise, which are related to or arise out of this Agreement
For Transfer Of Membership Benefits from CalPERS to LACERA ("Agreement”), including
without limitation the following: (1) the transfer of assets and liability from CalPERS to LACERA
pursuant to the Agreement, (2) the transfer of assets and liability from CalPERS to LACERA
pursuant to Governmant Code sections 20588 arid 31657, and (3) the change, If any, in

pension, retirement or other banefits received by members of CalPERS and LACERA as a resuit
of execution of the Agreement.

4. AMBIGUITIES NOT HELD AGAINST DRAFTER/INDEMNITEE. This Agresmaent
having been freely and voluntarily negotiated by both parties, the rules that (1) ambiguaus
contractual provisions are construed against the drafter of the pravision and (2) ambiguous

indemnity provisions are construed against the indemnitee both shall be inapplicable to this
Agreamant.

5. ATTORNEYS' FEES TO PREVAILING PARTY. If any action or other procaeding is
brought o enforce or interpret the provisions of this Agreement, the prevailing party shall be
entitled to recover reasonable altomeys' fees from the other party. These faes are In addition to

any other relief to which the prevailing party may be entitled. This prevision shall be applied to
the entire Agreement.

8. TERMINATION OF CalPERS LIABILITY. Upon the transfer of funds to LACERA. by
CalPERS, as required by Section 2 of this agreement, all liability of CalPERS on account of
removed safety service credit of the members identified in Exhibit "A: shall cease and shall
become the liability of LACERA, pursuant to Government Coda Section 20588.

7. EFFECTIVE DATE OF AGREEMENT. This agreement shall become effective on
March 28, 2002.

Dated: Dated:
Board of Retirement of Los Angeles Board of Administration of Califomia
County Employees’ Retirament Assoclation Public Employees' Retirament System
By By

Les Robbins, Chairman William Dale Crist, Prasident

APPROVED AS TO FORM:

Chief Counsel
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Actuarial & Employer Services Division
P.O Box 942709
\ Sacramento. CA 94229-2709

” = Telecommunicatiors Device for the Deaf - (916) 326-3240
CalPERS  rax (916) 326-3005

June 18, 2002

AGENDA ITEM 4

T0:

MEMBERS OF THE BENEFITS AND PROGRAM ADMINISTRATION
COMMITTEE

SUBJECT: Establishment of Board Pclicies and Asset and Liability
Trarsfer to Los Angeles County Employses Retirement
Association (LACERA)

PROGRAM: Actuarial & Employer Services

RECOMMENDATION:
That the Committee approve and recommend to the full Board
1) The adoption of the following policies on system-to-system transfers:

aj The amount of assets to be transferred will be calculated so as to
maintain the same funded ratio before and after the transfer. In other
words, the amount of assets to be transferred will be based on the funded
ratio cf the affected plan.

The amount of assets to be transferred, as of the effective date of the
transfer, will be based on a conservative estimate of the rate of retum
achieved between tha last fiscal year end for which asset information is
available and the effective date of the transfer. No final adjustment will be
made to the asset transfer to coirect for any inaccuracy in the estimated
rate of retumn.

¢) Ineach such agenda item, staff will provide the Board with information on
the impact of the transfer on membars' benefits.

The adoption of the Transfer Agreement with L ACERA {Ses Attachment 1)
regarding the amounts to be transferred, with the understanding that staff will
be delegated the authority to adjust the amounts due to any changes in
member census before the date of transfer.




e Members, Benefits and Program Administration Committee
: ° June 18, 2002

ANALYSIS:

At its March 2002 meeting, the Board postponed its decision on Assef and
Liability Transfer to Los Angeles County Employeses Retirement Association and
Establishrent of Board Policies (See Attachment 2) and directad staff to take
the following steps:

1. The legal office was to provide an opinion on the questions propounded in
Government Code (GC) section 20588 and any other ancillary issues to the
proposed LACERA transfer; and

. The Chief Actuary was to come back at a future BPAC meeting with his
recommendation after discussions with LACERA and interested parties.

CalPERS legal staff has rendered its opinion on questions about GC section
20588. The copy of the legal opinion was provided under a separate cover.

Staff has contacted the agencies affected by the proposed transfer and received
letters from the City of Gardena and the City of Comptor. Both agencies support
the position that CalPERS transfers the assets based on the funded status.

{See Attachments 3A and 3B.)

In addition, LACERA staff has informed the CalPERS staff that the LACERA
Board has agreed to accept the transfer of assets and liabilities based on the
amounts provided for in the March agenda item. LACERA has also provided
staff with a letter stating that no member loses retirement benefits as a result of
the merger and fund transfer. (See Attachment 4.)

Staff has also updated the armount of assets to be transferred to LACERA by

using an estimate that reflects the most recent investment return of the CalPERS

fund. This results in a higher amount so we expect that it will be acceptable to
LACERA.

STRATEGIC PLAN:

Goal Ill of the CalPERS’ Strategic Plan reads as follows:




Members, Benefits and Program Administration Committee

: . June 1

8, 2002

Benefits Management

Design, develop, and administer benefit programs and business processes that
are innovative, effective, efficient, and valued by our members, employers, and
stakeholders.

Under this goal, one of our Business Management Objectives is as follows:

By 2004, establish approaches in the design and administration of benefits that
mitigates potential risks and ansures a greater potantial for rate stability.
RESULTS/COSTS:

With the adoption of the transfer agreement between CalPERS and LACERA,
assets equal to $67,288,452 will be transferred with corresponding service and
liabilities for the affected members in the City of Compton, the City of Gardena,

the City of Inglewood, the City of Lynwood and the Los Angeles Community
College District.

W s

Alah Milllgan, Supervising Pension Actuary
Actuarial & Employer Services Division

2L e

Ron Seefﬁ;g. Chief Actuary =
CalPERS
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Attachment |

AGREEMENT FOR TRANSFER
OF MEMBERSHIP BENEFITS
FROM CalPERS TO LACERA

This Agreement is entered into this 28™ day of June 2002 by and between the LOS
ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION (“LACERA") and the
CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM ("CalPERS").

WHEREAS, certain locai safety members of CalPERS have ceased to be employed by
the Cities of Compton, Gardena, Inglewood and Lynwood and the Los Angeles Community
College District have been emplayed by the County of Los Angeles as a result of the transfer of
firefighting functions and police functions from the said City and agency to the County, and upon
such transfer said local safelty members have become members of LACERA; AND

WHEREAS, Government Code Sections 20588 and 31657 authorize CalPERS and the
Board of Retirement of LACERA, respectively, to enter into an agreement to terminate
CalPERS' liability with respect to certain lacal safety sarvice of certain former employees of the
certain cities or counties, and for LACERA to assume liability on account of such service. and to
transfer from CalPERS to LACERA the employee and employer contributions, and interest
credited thersato, on account of said safety service for each of said local safety members;

NOW THEREFORE, in consideration of the foregoing and the mutual covenants
hereinafter set forth, CalPERS and LACERA ayree as follows:

1. COVERED EMPLOYEES. This agreement applies fo former employees of the city
identified above who are safety employess of the Fire Department and Sheriff Department of
Los Angeles County on the effective date of this agreement, and who were also members of
both CalPERS and LACERA on that date. This agreement does not apply to persons who have
retired from either LACERA or CalPERS on or before ths effective date of this agreement.
Employees to whom this agreement applies are identified in Exhibit "A", aitached hereto and
incorporated herein. Exhibit "A: also discloses (1) the amount of the membar's contributions,
with interest, to be transferred, (2) the safety service the member was entitled to be credited by
CalPERS at the time of cessation of his or her city employment that will be transferred, and (3)
the total employer assets to be transferred.

2. TERMINATION OF CalPERS MEMBERSHIP AND TRANSFER OF FUNDS TO
LACERA. On June 28, 2002, CalPERS shall pay to LACERA the sum of $67,288.452.
representing the tota! amount of member and employer contributions, with interest, for the local
safety members listed on Exhibit "A". Said payment shail be made in accordance with LACERA'
written instructions, which shall be provided to CalPERS no later than June 24, 2002. Upon the
transfer of said contributions and interest to LACERA the service credit in CalPERS of each
person listed on Exhibit "A" that is assaciated with such contributions and intersst shall be
removed from the member's CalPERS account. It said transfer resuits in all service credit of the
person being removed, the person's CalPERS membership shall terminate.




3. INDEMNITY FOR CalPERS. LACERA shall indemnify, defend, and hold harmless
CalPERS, and its Board of Administration, board members, officers, directors, employees,
agents, and representaives (collectively “Indemnites”), against all liability, demands, claims,
costs, losses, judgements, damages, recoveries, settlements, and expenses (including interast,
penalties, attorneys' fees, accounting fees, and expert witness faes) incurred by Indemnitee,
known or unknown, contingent or otherwise, which are related to or arise out of this Agreement
For Transfer Of Membership Benefits from CalPERS to LACERA (“Agreement”), including
without limitation the following: (1) the transfer of assets and liability from CalPERS to LACERA
pursuant to the Agreement, (2) the transfer of assets and liability from CalPERS to LACERA
pursuant to Government Code sections 20588 and 31657, and (3) the change, if any, in
pension, retirement or other benefits received by members of CalPERS and LACERA as a result
of execution of the Agreement.

4. AMBIGUITIES NOT HELD AGAINST DRAFTER/INDEMNITEE. This Agreement
having been freely and voluntarily negotiated by botnh parties, the rules that (1) ambiguous
contractual provisions are construed against the drafter of the provision and (2) ambiguous

indemnity provisions ara construed against the indemnitee both shall be inapplicable to this
Agreement.

S. ATTORNEYS' FEES TO PREVAILING PARTY. If any action or other procseding is
brought to enforce or interpret the provisions of this Agreement, the prevailing party shall be
entitled to recover reasonable attorneys’ fees from the othsr party. These fees are in addition to

any other relief to which the prevailing party may be entitied. This provision shall be applied to
the entire Agreement.

6. TERMINATION OF CalPERS LIABILITY. Upon the transfer of funds to LACERA by
CalPERS, as required by Section 2 of this agreement, all liability of CalPERS on account of
removed safety service credit of the membars identified in Exhibit "A: shall cease and shall
become the liability of LACERA, pursuant to Government Code Section 20588.

7. EFFECTIVE DATE OF AGREEMENT. This agreement shall become effective on
June 28, 2002.

Dated: Dated:

Board of Retirement of LLos Angeles Board of Administration of California
County Employees' Retirement Asscciation Public Employees' Retirement System

By By
Les Robbins, Chairman Wikiam Dale Crist, President

APPROVED AS TO FORM:

Chief Counsel
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Attachment 2

Actuarial & Employer Services Divislon

P.O. Box 942709

Sacramento, CA $4229-2700

Telecommunications Device for the Deaf - (916) 328-3240
FAX (816) 328-3005

March 19, 2002

AGENDA ITEM 7

TO:

MEMBERS OF THE BENEFITS AND PROGRAM ADMINISTRATION
COMMITTEE

SUBJECT: " Asset and Liability Transfer to Los Angeles County

Employees Retirement Association and
Establishment of Board Policles

PROGRAM: Actuarial & Employer Services

RECOMMENDATION:

That the Board approve the current transfer to Los Angeles County Employees
Retirement Association (LACERA) based on the foliowing approach:

1)

The amount of assets 1o be transferred will be calculated so'as to -
maintain the same funded ratio before and after the transfer. In other
words, the amount of assets to be transferred will be based on the funded
ratio of the affected plan.

The amount of asssts to be transferred, as of the effective date of the
transfer, will be based on a conservative estimate of the rate of retum
achieved between the last fiscal year end for which asset informaticn is
available and the effective dats of the transfer. No final adjustment will be

made to the asset transfer to correct for any Inaccuracy in the estimated
rate of retum.

In each such agenda item, staff will provide the Board with information on
the impact of the transfer on members' benefits. -




Members, Benefits and Program Administration Committee
March 19, 2002

IV. ANALYSIS:
Background

Under Sections 20585 to 20592 of the Public Employees’ Retirament Law
(PERL), the Board may enter into an agreement with another retirement system
to transfer the value of the CalPERS retirement benefits for affected employees
to the other system. The statutes provide for transferring employee and
employer assets, and for the liabilities associated with these employees' service
at CalPERS to become the liabilities of the other retirement system.

In late 1999, staff reviewed the actuarial policy used to determine the amount of
assets to transfer for both internal transfers (between plans within the Public
Employees Retirement Fund) and extemal transfers (to other retirement

- systems). Staff determined that the most appropriate amount to transfer from
the transferring plan to the receiving plan would be based on the funded ratio of

the transferring plan (the plan fror which the member and employer assets were
being transferred). :

By basing the transfer on the funded ratio, this policy protects CalPERS in
situations where the transferring plan was underfunded. This also assures that
the amount to be transferred never exceeds the assets of the transferring plan.
The policy aiso helps to ensure that funds contributed in respect of a certain

. group of employees are used for the benefit of those employees.

CalPERS has, in the past, entered into transfer agreements with LACERA and
staff has been examining another proposed transfer. The new transfer to
LACERA is in respect of five agencies that have transferred their firefighting or
police functions to Los Angeles County. The five agencies are: City of Gardenia,
City of Inglewoad, City of Lynwood, City of Compton, and Los Angeles
Community College District. The total assets to be transferred would be
approximately $65 million.

Staff is prepared to recommend that the transfer be approved even though
several issues hava arisen In the last few days that have called into question the
viability of the transfer. LACERA staff has indicated that its Board is unlikely to
agree to the transfer primarily because the amount of assets to be transferred
would not be sufficient to cover LACERA's additional liabiilty.

Issue #1

The first issue that has arisen is that the assets to be transferred, as caiculated
by CalPERS staff, are less than the actuarial liability as caicutated by LACERA's
actuary. The assets to be transferred are also less than the actuarial liabilities

- 00005.000077 (40) -




Members, Benefits and Program Administration Committee Page 3
March 19, 2002

calculated by CalPERS staff (because of the funded status of the plans). One
should not expect the liability calculations performed by staff to agres with the

liability calculation performed by LACERA staff since different assumptions are
being used and potentially different benefits are being valued.

“The fact that the asset transfer would be less than the (LACERA) actuarial
liability is an issue because of the funding mechanism. Staff understands that the
County essentially funds the LACERA benefits. If LACERA accepts a transfer of
assets and liabilities where the assets are less than the liabilities (based on their
calculation) the County would have to make up the difference. This represents a
shift in the obligation since, if the assets and liabilities are not transferred, the
agencies will still be responsible for paying the unfunded liability. Whether the
County could recover the additional costs from the agencies through their
agreement to previde services is not known at this time.

lssue #2

The second issue that has come up is the crediting of investment income
between the valuation date and the transfer date. Duse to the time lag in
CalPERS' financial reporting, staff never knows exactly how much investment
income to credit to the employer reserves for the particular plan until well after
the effective date of any proposed transfer. Since the amount of the transfer has
to be known on or befare the effective date of the transfer, this causes a
problem. While this problem has existed in the past, the negative rates of retum
experienced recently aggravate the situation.

it would be possible to resolve this issue by making two asset transfers. The first
transfer would take piace on the effective date and would comprise the bulk of
the total asset transfer. The second transfer would just be an adjustment to
account for those factars, such as investment income just prior to the transfer,
that were not taken into account in the initial transfer.

Such a two step approach works well and is common in the private sector when
there are transfers of members between pension plans. However, the procedure
is unwieldy and may not be practical here at CalPERS.

An alternative to the two step approach would be to make a conservative
assumption about the rate of retum from the last date as of which the CalPERS
rate of return is known and the effective date of tha transfer and calculate the
amount of the trarisfer on that basis. The advantagas of this approach are that
the transfer amount would be known in advance and that it is much simpler.
There would be some risk to CalPERS that the amount of investment income
included in the assets transfer would be greater than that actually eamed on the

'~ 00005.000078 (40)




Members, Benefits and Program Administration Committea Page 4
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funds being transferred. Staff believes that this risk is acceptable and that it
would not jeopardize the fund. We therefor recommend this approach.

Issue #3

The third issue is the question of whether members will be better off after the
transfer. LACERA staff has indicated that members affected by the proposed
transfer will receive the better of the pension benefit they would have received
from CalPERS and the benefit normally provided from LACERA. As LACERA
staff has agreed to put this in writing, this issue has been resolved. However,

there is a question regarding employsr provided post-retirement health benefits.
This is discussed below.

Consequences of Not Traneferring Assets and Liabllities

Staff has besn informed that some members are waiting for this proposed
transfer to occur before retiring. By waiting until after the transfer occurs, these
members expect to receive a higher benefit. If the transfer does not cccur at the
present time, they will have to make a decision about whether to retire now or to
wait in the hope that the transfer will occur at some point in the future.

Gf even more concemn, some members may not be entitled to have as much of
their post-retirement medical costs paid by Los Angeles County if the transfer
does not occur. This is because, in determining eligibility for post-retirement
medical cost sharing, LACERA only recognizes service with the County or
credited to the member as a result of thesa transfers. While the potential loss to
members of this benefit is not a consequence of action by the CalPERS Board,
this issue is likely to be of concem to the Board. This may be the issus with the
largest financial consequences to the membars affected by the failure to
complete the proposed transfer.

Discussion

The key issue preventing the transfer is the amount of the assets to be
transferred. This issue arises from structural differences between the two
systems rather than any disagreement about actuarial assumpticns or methods.
It has not arisen in the past due to the previously better funded status of the
ptans from which assets and liabilities have been transferred.

in order to resolve this issue so that the transfer can happen in the near future,
there would have to be a significant improvement in the funded status of the
affected plans. It may also be possible for a resolution to be found outside of the

two retirement systems. This could be driven by the agencies themselves or the
County of Los Angeles.

" - 00005.000079 (40)
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Of the two negative consequences of not completing the transfer, the potential
loss of post-retirement medical coverage is of most concem to CalPERS staff. it
is also a problem that came up very late in the discussions and which staff has

not had time to thoroughly analyze. Staff is seeking mors information to present
at the committee meeting. -~

It may be appropriate to seek regulations or even changes the law with respect
to seme of the Issuas addressed in this agenda item. Staff will look into this and
report back to the Board as appropriate.

Conclusion

At the present time, while the proposed transfer to LACERA seems stalled
becauea of the issue about the amount of the asset transfer, staff beliaves that
the CalPERS Board should authorize the transfer in a manner that protects the
CalPERS trust fund as set forth in the recommendation. - If the LACERA Board
does not agree to the transfer on the present terms, staff will continue to work
with LACERA staff in an attempt to find an acceptable resolution to the asset
transfer issue.

STRATEGIC PLAN:

Goal Ill of the CalPERS' Strategic Plan reads as follows:

Beneflts Mianagement

Design, develop, and administer benefit programs and business procaesses that

are innovative, effective, efficient, and valued by our members, employers, and
stakeholders.

Under this goal. one of our Business Management Objectives is as follows:

By 2004, estabiish approaches in the design and administration of benefits that
mitigates potential risks and ensures a greater potential for rate stability.

** 00005.000080 (40) ***
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RESULTS/COSTS:

if LACERA accepts the transfer, assets equal to $64,852,819 would be
transfeired with corresponding service and llabllities for the affected members.

Alan Milligan, Supervising PensionT\ctuary
Actuarial & Employer Services Division

-

- Ron Sgéling, Chisf Actua
CalRERS -~ .. .-

s
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Attachment |

AGREEMENT FOR TRANSFER
OF MEMBERSHIP BENEFITS
FROM CalPERS TO LACERA

This Agreement is entered into this 28" day of March 2002 by and between the LOS
ANGELES COUNTY EMPLOYEES RETIREMENT ASSOCIATION ("LACERA™) and the
CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM ("CalPERS").

WHEREAS, certain local safety members of CalPERS have ceased to be employed by
the Cities of Compton, Gardena, Inglewood and Lynwood and the Los Angelas Community
Coliege District have been employed by the County of Los Angelss as a result of the transfer of
firefighting functions and police functions from the said City and agency to the County, and upon
such transfer said local safety members have become members of LACERA; AND

WHEREAS, Government Code Sections 20588 and 31657 authorize CalPERS and the
Board of Retlrement of LACERA, respectivsly, to enter into an agreement to terminate
CalPERS' liabllity with respect to certain local safety service of certain former employees of the
certain cities or courities, and for LACERA to assume liability on account of such service, and to
transfer from CalPERS to LACERA the amployee and employer contributions, and interest
credited thereto, on account of said safety servica for each of said local safety members:

NOW THEREFORE, In consideration of the foregoing and the mutual covenants
hereinafter set forth, CalPERS and LACERA agree as follows:

1. COVERED EMPLOYEES. This agreement applies fo former employees of the city
identified above who are safaty employees of the Fire Department and Sheriff Department of
Los Angeles Courity on the effective date of this agreement, and who were aiso members of
both CalPERS and LACERA on that date. This agreement does not apply to persons who have
retired from elther LACERA or CalPERS on or before the effective date of this agreement.
Employees to whom this agreement applies are identified in Exhlbit "A", attached hereto and
Incorporated herein. Exhibit "A: also discloses (1) the amount of the member's contributions,
with Interest, to be transferred, (2) the safety service the member was entitled to be credited by
CalPERS at the time of cessation of his or her city employment that will be transferred, and (3)
the total employer assets to be transferred.

2. TERMINATION OF CalPERS MEMBERSHIP AND TRANSFER OF FUNDS TO
LACERA. On March 29, 2002, CalPERS shall pay toa LACERA the sum of $64,852,819,
representing the total amount of member and employer contributions, with interest, for the local
safety members listed on Exhibit "A". Said payment shall be made in accordance with LACERA'
written instructions, which shall be provided to CalPERS no later than March 25, 2002. Upon
the transfer of said contributions and interaest to LACERA the service credit in CalPERS of each
person listed on Exhibit "A" that is associated with such contributions and interest shall be
removed from the member's CalPERS account. If said transfer rasyits in all service credit of the
person being removed, the person’s CalPERS membership shall terminate.




3. INDEMNITY FOR CalPERS. LACERA shall indemnify, defend, and hold harmiess )
CalPERS, and its Board of Administration, board members, officers, directors, employees, : 6
agents, and reprasentatives (collectively "indemnitee”), against all liability, demands, claims, :
costs, losses, judgements, damages, recoveries, settlements, and expenses (including interest,
penalties, attomnays’ fees, accounting fees, and expert witness fees) incurred by Indemnitee,
known or unknown, contingent or otherwise, which are related to or arise out of this Agreement
For Transfer Of Membership Benefits from CalPERS to LACERA (“Agreement”), including
without limitation the following: (1) the transfer of assets and liabllity from CalPERS to LACERA
pursuant to the Agreement, (2) the transfer of assets and liabllity from CalPERS to LACERA
pursuant to Government Code sactions 20588 and 31657, and {3) the change, if any, in
pension, retirement or other benefits received by members of CalPERS and LACERA as a result
of execution of the Agreement.

4. AMBIGUITIES NOT HELD AGAINST DRAFTER/INDEMNITEE. This Agreement
having been freely and voluntarily negotlated by both parties, the rules that (1) ambiguous
contractual provisions are construed against the drafter of the provision and (2) ambiguous
Indemnity provisions are construed agalinst the indemnites both shall be inapplicable to this
Agresment.

9. ATTORNEYS' FEES TO PREVAILING PARTY. If any action or other proceeding |s
brought to enforcs or interpret the provisions of this Agreement, the pravailing party shall be
entitied to recover reasonable attomeys’ fees from the other party. These fees are in addition to

any other rellef to which the prevailing party may be entitied. This provision shall be applied to
the entire Agreement.

6. TERMINATION OF CalPERS LIABILITY. Upon the transfsr of funds to LACERA by
CalPERS, as required by Section 2 of this agreement, all llabillty of CalPERS on account of
removed safety service credit of the members Identified in Exhibit "A: shall cease and shall
become the liability of LACERA, pursuant to Government Code Section 20588.

7. EFFECTIVE DATE OF AGREEMENT. This agreamant shall become effective on
March 29, 2002.

Dated: Dated:

Board of Retirement of Los Angeles Board of Administration of California
County Employees' Retiremant Association Pubiic Employees' Retirement System

By By
Les Robbins, Chairman William Dale Crist, President

APPRQOVED AS TO FORM:

Chief Counsel
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TERRENCE S§. TTRAUCHI, Mayor

STEVEN C. BRADFORD, Mayor Pro Tem

RONALD K IKEJIR!, Coundiimamber

GRANT J. NAKAOKA, Counciimember

- ph . G i PAUL K. TANAKA, Councilmember
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RACHEL C. JOHNSON, City Clerk
LORENZO F. YBARRA, Clty Treasurer
MITCHELL G. LANSDELL, Crty Manager
EDWARD W. LEE, Ciy Attornay

BY FAXTO 916/326-3005 AND REGULAR MAIL

April 8, 2002

Mr. Ron Seeling

Chief Actuary, Public Employees Retirement System
P.O. Box 942709

Sacramento, CA 94299-2709

RE: CITY OF GARDENA TRANSFER OF ASSETS TO COUNTY OF LOS ANGELES
Dear Mr. Seeling:

I was recently contacted by your office regarding the transfer of assets held in the name of
the City by members of the Gardena Fire Department on behalf of the Public Retirement
Employment System. The City of Gardens was annexed by the Los Angeles Consolidated Fire
District on October 1, 2000. Pursuant to the transfer of that annexation agreement, the City of
Gardena was to release retirement assets held on behalf of members to the Los Angeles County
Retirement System. It is my understanding that there is currently available $17.6 million dollars;
however, the total liability projection is $18.5 million dollars. It is the City of Gardena’s position
that only those assets held on account for public safety, i.c., Gardena Fire Department, be
transferred to Los Angeles County. The issue of 100% of the assets to cover projections was
never discussed with the City of Gardena as the City is not the holder of the pension funds. The
City believes it would be adverse to impact the City's public safety pool, i.e., police departments,
by taking the additional money available to accommodate the $18.5 million dollar request,

Please keep me informed of this issue and should you need any additional information,
please contact me.

Very truly yours,

e ercpply v
MITCHELL G. LANSDELL

CITY MANAGER

MALING ADDALSS: P.O. BOX 47003, OARDENA, CALIFORNIA B024%-8803 FAX (319) 217-0608
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MARILYNN HORNE
City Cor_oller

City of Compton (310) 605-5576
OFFICE OF THE CITY CONTROLLER Fax. (310) 6394856

April 8, 2002

CalPERS,
Employer Code 0148

Subject: Transfar of Police Retirement Asset to L.A. County Sheriff

Effective September 16, 2000 the City of Compten transfarred all Police Officers
(PERS group codes 75001 and 75101) to the L.A. County Sheriff's Department.

We were recantly notified that the Sheriff's retirament fund is requesting that they
recelve funds from PERS that we are the equivilant to 100 percent of the police
retirement fund.

We support CalPERS position that only the value of assets based on the funded
liabilily should be transferred to the L.A. County Sheriffs' retirement fund,
LACERA.

Bensfits will continue to be pald to retired Compton safety members that are
currently being pald from these funds. The fund is 80% to 90% funded and to
transfer more wauld create a greater unfunded liability to the City of Compton.

"ﬂo‘s'ﬁl_/
Ma omme

City Controller

COMPTON CITY HALL
205 Sauth Willowbrook Avenue Compon, California 90220

- 00005.000088 (40)
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. L&pCERA L os Angeles County mployees Relirement Associallon d-;.'

300 N Lake Ave , Pasadend, €A 9] 161 @ Mai to PO Box 7060, Pasadena CA 91109 7060 61ns5n4-01 12 « BOU/786-4464
May 31, 2002

Ron Seeling, Chlef Actuary
Callfornia Public Employees
Retlrement Bystem

400 P Street

Sacramento, CA 86814

Re. Agresment to Transfer Service Crodit
and Pension Liabllity from CalPERS to LACERA

Dear Mr. Seeling:

Your stafi requested confirmation that the CalPERS members who became LACERA
members through a meiger of a local fire fighting or law enforcemsnt agency and
subsaquently have their CalPERS service and retirement contributions on account of
sarvice with the local agency wransferred to LACERA wikl recaive the highar of the
CalPERS or LACERA retirement benefit.

Retiremant atiowances will be calculated for the time these mambers wero in CalPERS

actors that would have been used had the member been retiring from
CalPERS, If those factors weuld provide a higher benefit at retirement Otherwise, the
LACERA age factors wili be used {or all asrvice.

Additional benefits that are provided 10 the transferring members Include:

o Members who wers enrolled in Plan B (LACERA Salaty Tler i) at the time they
became County employaes will have thelr membarship status convertad to Plan A
(LACERA Safety Tier I) i, at the time they became members of CalPERS 28

employees of the mergad agancy. they would have been eligible for Plan A as 8
County employee.

Future retiremant contributions for membare wheee status ls converied from Plan B
1o Plan A will be based on a Plan A contribution rate beginning with the date they
became a LACERA member. The excess contributions pald, If any, will be refunded
to the member at termination of retirament.

Service cradit transferred from CalPERS wlill be countad for purposes of determining
the percantage of the retiree medical and/or vision/dental Insurance that will ve pald
by tha County.

It ie our goal that no member losas retirement benafits as a result of the mergar and fund
transfer. Should you or your steff have addtional questions or concems, pleass feel fres
to contact me.

Sincerely,

oo

Jan'Barcus, Manager
Member Services Division

JBXh  Hanook/Word/Temp/2/Ron gealing.doc

c Kung-Pel Hwang

~00005.000090 (40)
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Actuarial Office

P.O. Box 1494
A\ ,// Sacramento, CA 95812-1494
Z. Telecommunications Device for the Deaf - (916) 795-3240

CalPERS (888) CalPERS (225-7377) FAX (916) 795-3005

June 16, 2009

AGENDA ITEM 4

TO: MEMBERS OF THE BENEFITS AND PROGRAM ADMINISTRATION

COMMITTEE
1. SUBJECT: Transfer of Assets and Service from CalPERS to
the San Francisco City and County Employees’
Retirement System in Respect of Airport Police
Il PROGRAM: Actuarial & Employer Services
lil. RECOMMENDATION:

That the Committee recommend to the full Board the approval of transfer of
assets and liabilities from CalPERS to SFERS, in accordance with the policy
previously established by the Board, and in accordance with terms agreed to
between the City and County of San Francisco, SFERS and CalPERS.

IV.  ANALYSIS:
Background

Certain CalPERS safety members (the “Airport Police”) who earned service
under the CalPERS Safety Plan for the City and County of San Francisco (the
“CalPERS Safety Plan”) as county peace officers between July 1, 1985 and
December 27, 1997, were reclassified as San Francisco police officers on
December 28, 1997. At that time, the Airport Police became active safety
members in SFERS for future service, but retained their service before
December 28, 1997 in the CalPERS Safety Plan as inactive members.

The CalPERS Safety Plan uses the 2% at 50 benefit formula and includes some
other San Francisco safety classifications in addition to the inactive Airport
Police. In December 1997 when the Airport Police became active safety
members in SFERS, the SFERS benefit formula was also 2% at 50. Since then
the SFERS police safety formula has been increased to 3% at 55 for all service.
However, for Airport Police, the formula for service before December 28, 1997
remains at the lower 2% at 50 formula, because those benefits are currently
provided under CalPERS.

California Public Employees’ Retirement System
www.calpers.ca.gov



Case 12-32118 Filed 08/11/14 Doc 1664

Members of the Benefits and Program Administration Committee
June 16, 2009

In 2004, Government Code section 20589 (Stats. 2004, Ch. 268) was enacted to
allow the transfer of assets and liabilities from CalPERS to SFERS.

In 2007, a San Francisco City Charter provision was approved authorizing the
transfer of assets and liabilities for Airport Police service from CalPERS to
SFERS. The provision stipulated that the present value of any additional costs
associated with the transfer and the related benefits under SFERS shall not
exceed $670,000. All additional costs in the form of actuarial liability associated
with the transfer and benefits under SFERS that exceed $670,000 shall be paid
by the Airport Police officers electing the transfer.

Board Policy On System-To-System Transfers

On June 19, 2002, the CalPERS Board adopted a policy on system-to-system
transfers in connection with its consideration of a proposed asset and liability
transfer from CalPERS to Los Angeles County Employees Retirement
Association. The policy1 is stated as follows:

1) The amount of assets to be transferred will be calculated (as of the most
recent CalPERS annual actuarial valuation) so as to maintain the same
funded ratio before and after the transfer. In other words, the amount of
assets to be transferred will be based on the funded ratio of the affected
CalPERS plan.

2) The amount of assets to be transferred, carried forward from the most
recent valuation date to the effective date of the transfer, will be based on
a conservative estimate of the rate of return achieved between the last
fiscal year end for which asset information is available and the effective
date of the transfer. No final adjustment will be made to the asset transfer
to correct for any inaccuracy in the estimated rate of return.

3) In each such agenda item, staff will provide the Board with information on
the impact of the transfer on members' benefits.

' As set forth in the June 18, 2002 Benefits and Program Administration Committee meeting
Agenda, ltem 4
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Members of the Benefits and Program Administration Committee
June 16, 2009

Amount of Assets to be Transferred

CalPERS actuarial staff have calculated the value of assets to be transferred
from the CalPERS Safety Plan to SFERS for each Airport Police officer who is
eligible to elect the transfer. Only assets of those active Airport Police officers
electing to transfer will be included in the actual transfer. In accordance with the
2002 Board Policy on System-to-System Transfers the calculation is as follows:

1) Based on the most recent CalPERS annual actuarial valuation of the
Safety Plan, we allocate a share of the June 30, 2007 Market Value of
assets to each Airport Police officer, equal to 114.7% of his or her
accrued liability on June 30, 2007.

2) We then bring the allocated share of assets at June 30, 2007 forward to
June 30, 2008 adjusting for the actual -5.1% investment loss in the fund
which occurred in fiscal 2007-08. We then bring this amount forward from
July 1, 2008 to the effective transfer date adjusting for an estimated -26%
investment loss during the period. The resulting asset amount is
approximately 70% of the accrued liability projected to June 30, 2009.

The effective transfer date is to occur on or before June 30, 2009.
Eligibility and Election and Release Form

The opportunity to elect the transfer is only available to Airport Police officers
who are still employed on the effective transfer date. Each Airport Police officer
must execute and file a form in order to transfer. For this purpose, SFERS
prepared an Election and Release Form and a Disclosure Document outlining
the risks involved with the decision whether or not to transfer.

Impact of the Transfer on Members' Benefits

The following information is provided to the Committee and Board in accordance
with item 3 of the 2002 Board Policy on System-to-System Transfers

1) Itis possible for an Airport Police officer to receive a smaller benefit from
SFERS after the transfer than the sum of the benefits from both systems
before the transfer. Each system limits its benefit to 90% of
compensation but potentially the sum of the two benefits could exceed
90%.

2) According to the City Charter, additional costs in the form of actuarial
liability associated with the transfer and benefits at SFERS that exceed
$670,000 in total, will be paid by single lump sum member contributions
from Airport Police officers electing the transfer.
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Members of the Benefits and Program Administration Committee
June 16, 2009

The Agreement

This proposal is in accordance with the 2002 Board Policy on System-to-System
Transfers and with the terms agreed to between the City and County of San
Francisco, SFERS and CalPERS. The Agreement will be executed by the
parties after their respective Boards have approved the transfer.

In addition to setting forth the method of calculating the assets to be transferred,
an Agreement contains these key provisions:

1) Upon the transfer of assets and liabilities to SFERS, the covered service
credit in CalPERS of each transferring Airport Police officer shall be
removed from the member's CalPERS account. If the transfer results in
all covered service credit of the person being removed, the person's
CalPERS membership terminates.

2) Upon the transfer of assets to SFERS, all liability of CalPERS on account
of county peace officer service credit of Airport Police who elected to
transfer service to SFERS shall cease and become liability of SFERS.

3) The City and County of San Francisco will indemnify, defend and hold
harmless the CalPERS Board of Administration, board members, officers,
directors, employees, agents, and representatives, the CalPERS system
and the Public Employees Retirement Fund against all liability, which is
related to or arises out of (i) the transfer of or failure to transfer CalPERS
covered service pursuant to Government Code section 20589, (ii) the form
of Airport Police election and release or the disclosure document (iii) the
manner of notifying Airport Police of the transfer, (iv) the change, if any, in
pension, retirement or other benefits received by members of CalPERS
and SFERS as a result of entering into an Agreement, (v) level and type
of benefits for CalPERS covered service, and (vi) level and type of
benefits for SFERS covered service.

V. STRATEGIC PLAN:

This item is not a specific product of the Strategic or Annual Plans but is part of
the regular and ongoing workload of the Actuarial & Employer Services Branch.



VL.
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Members of the Benefits and Program Administration Committee
June 16, 2009

RESULTS/COSTS:

If every eligible Airport Police member were to elect the transfer, the amount of
assets transferred would be approximately $12.6 million, compared to
approximately $18.1 million in actuarial liability for service transferred.

7&7@;

Ray Lane, Senior Pension Actuary
Actuarial Office

M St

Alan Milligan, Managing Actuary
Actuarial Office

A

Ron Seeling, Chief Actuary
Actuarial Office
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Classic Values; Innovative Advice

LETTER OF TRANSMITTAL
November 4, 2013

Retirement Board of San Joaquin

County Employees’ Retirement Association
6 South El Dorado Street, Suite 400
Stockton, CA 95202

Dear Members of the Board:

At your request, we have conducted an actuarial valuation of the San Joaquin County
Employees’ Retirement Association (SJICERA, the System, the Fund, the Plan) as of January
1, 2013. This report contains information on the System’s assets and liabilities. This report
also discloses employer contribution levels and required disclosures under the Governmental
Accounting Standards Board Statement Nos. 25 and 27. Your attention is called to the
Foreword in which we refer to the general approach employed in the preparation of this
report.

The purpose of this report is to present the results of the annual actuarial valuation of
SJCERA. This report is for the use of the Retirement Board of San Joaquin and its auditors
in preparing financial reports in accordance with applicable law and accounting
requirements, Any other user of this report is not an intended user and is considered a third

party.

Cheiron’s report was prepared solely for the Retirement Board of San Joaquin for the
purposes described herein, except that the plan auditor may rely on this report solely for the
purpose of completing an audit related to the matters herein. It is not intended to beneﬁt any
third party, and Cheiron assumes no duty or liability to any such party.

To. the best of our knowledge, this report and its contents have been prepared in accordance
with generally recognized and accepted actuarial principles and practices which are
consistent with the Code of Professional Conduct and applicable Actuarial Standards of
Practice set out by the Actuarial Standards Board. Furthermore, as credentialed actuaries, we
meet the Qualification Standards of the American Academy of Actuaries to render the
opinion contained in this report. This report does not address any contractual or legal issues.
We are not attorneys and our firm does not provide any legal services or advice.

Sincerely,
Cheiron
. P 7
, ; /4 .
W . . / / /@’/51&; 4 /}gi e /:; /”
Robert T. McCrory, FSA, FCA, EA, MAAA . Graham A. Schmidt, ASA, MAAA
Principal Consulting Actuary Consulting Actuary

%5325@&5‘( Fietaraw Stront, Seatde WA 8112 Tk 1877 CHERON 2434756 Faw: 2067260224 e chelronaus
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

FOREWORD

Cheiron has performed the actuarial valuation of the San Joaquin County Employees’ Retirement
Association as of January 1, 2013. The valuation is organized as follows:

e In Section I, the Executive Summary, we describe the purpose of an actuarial valuation,
summarize the key results found in this valuation and disclose important trends;

e The Main Body of the report presents details on the System’s

Section II - Assets

Section III - Liabilities

Section IV- Contributions

Section V- Required Accounting Disclosures (GASB)

O O O O

o In the Appendices we conclude our report with detailed information describing plan

 membership (Appendix A), actuarial assumptions and methods employed in the valuation
(Appendix B), a summary of pertinent plan provisions (Appendix C), actuarial
assumptions and methods employed in the prior valuation (Appendix D), a glossary of
key actuarial terms (Appendix E), a summary of General and Safety Employer
contribution rates (Appendix F), and tables containing member contribution rates
(Appendix G).

The results of this report rely on future plan experience conforming to the underlying
assumptions. To the extent that actual plan experience deviates from the underlying
assumptions, the results would vary accordingly.

In preparing our report, we relied without audit, on information supplied by the SJCERA staff.
This information includes, but is not limited to, plan provisions, employee data, and financial
information. We performed an informal examination of the obvious characteristics of the data
for reasonableness and consistency in accordance with Actuarial Standard of Practice #23.

{ HERON ii

W,



Case 12-32118 Filed 08/11/14 Doc 1664

SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION 1
EXECUTIVE SUMMARY

The primary purpose of the actuarial valuation and this report is to measure, describe, and
identify the following as of the valuation date:

The financial condition of the System,

Past and expected trends in the financial progress of the System,

Employer and employee contribution rates for Plan Year 2014; and

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

In the balance of this Executive Summary we present (A) the basis upon which this year’s
valuation was completed, (B) the key findings of this valuation including a summary of all key
financial results, (C) an examination of the historical trends, and (D) the projected financial
outlook for the System.

A. Valuation Basis
This valuation determines the employer contributions for the plan year.

The System’s funding policy is to contribute an amount equal to the sum of:
e The normal cost under the Entry Age Normal Cost Method,
e Amortization of the unfunded actuarial liability, and
e A portion of the Fund’s expected administrative expenses.

The unfunded actuarial liability payment is determined as the amount needed to fund the
outstanding extraordinary actuarial loss from 2008 at January 1, 2013 over 26 years as a level
percent of pay and the remaining unfunded actuarial liability as of January 1, 2013 over a
period of 20 years as a level percentage of member payroll. The amortization period for the
remaining unfunded actuarial liability will decrease each year after 2013 until an open period
of 12 years remains.

This valuation was prepared based on the plan provisions shown in Appendix C. There have
been changes in plan provisions since the prior valuation.

Experience studies are performed every three years. This valuation was performed on the
basis of the economic and demographic assumptions and methods that were determined in
the Actuarial Experience Study as of December 31, 2012. A summary of the assumptions and
methods used in the current valuation is shown in Appendix B. A summary of the
assumptions and methods used in the prior valuation is shown in Appendix D.

Due to the merger of EFI and Cheiron, the January 1, 2013 actuarial valuation was prepared
using Cheiron’s valuation system. We replicated the results of the January 1, 2012 actuarial
valuation prior to performing the January 1, 2013 actuarial valuation.

R

{HEIR
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION I
EXECUTIVE SUMMARY

B. Key Findings of this Valuation

The key results of the January 1, 2013 actuarial valuation are as follows:

The actuarially determined employer contribution rate increased from 35.12% of payroll
last year.to 42.13% of payroll for 2013.

The System’s funded ratio, the ratio of actuarial assets over actuarial liability, decreased
from 69.9% last year to 67.1% as of January 1, 2013 before any method or assumption
changes. This decrease was partly due to the rate of return on the actuarial value of assets
being lower than the assumed return of 7.75% due to the recognition of investment losses
in 2008.

The System’s funded ratio further decreased from 67.1% to 63.4% following method and
assumption changes. The change in the assumed rate of return on Fund assets from 7.75%
to 7.5%, and the change in assumed mortality rates accounted for most of this 3.7%
decrease.

The unfunded actuarial liability (UAL) is the excess of the System’s actuarial liability
over the actuarial value of assets. The System experienced an increase in the UAL from
$ 918,268,707 to $ 1,227,593,985 as of January 1, 2013. This increase in UAL was again
primarily due to recognizing 2008 asset losses in the actuarial value of assets and a
change in the rate of return and mortality assumptions following the 2010-2012 actuarial
experience study.

During the year ended December 31, 2012, the return on Plan assets was 11.72% on a
market value basis net of all expenses, as compared to the 7.75% assumption. This
resulted in a market value gain on investments of $77,011,805. The Actuarial Value of
Assets recognizes 20% of the difference between the expected actuarial value of assets
and the market value of assets (MVA). The market value gains from this year were offset
by the recognition of the final one-fifth of the 2008 investment loss (approximately $170
million.) This method of smoothing the asset gains and losses returned -0.20% on the
smoothed value of assets, an actuarial asset loss of $174,499,910.

The System experienced a gain on the actuarial liability of $29,597,024. Combining the
liability gain and the asset loss, the System experienced a total loss of $155,844,995.

Overall participant membership decreased compared to last year. There were
479 new hires and rehires during 2012 and the total active population increased. Total
payroll increased 0.98% from $ 362,350,501 to $365,892,023.

The Actuarial Experience Study as of December 31, 2012 recommended significant
contribution increases due to improving mortality rates and reducing the expected return
on System assets. The County requested, and the Retirement Board agreed, that

{HEIRON )
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION 1

EXECUTIVE SUMMARY

employer contribution rates will increase by at least 2.97% per year (plus interest on any
contribution shortfall from the full employer rates) in 2015 and 2016 to phase in the
impact of the changes in assumptions recommended in the Experience Study and adopted
by the Board. The schedule of required employer contributions is shown in Table I-2 on
the next page. This phase in of rate increases is consistent with model practice specified
by the California Actuarial Advisory Panel (CAAP).

Below we present Table I-1 which summarizes all the key results of the valuation with
respect to membership, assets and liabilities, and contributions. The results are presented and

compared for both the current and prior plan year.

TABLE I-1
Summary of Principal Plan Results

January 1, 2012 January 1,2013 % Change
Participant Counts
Active Participants 5,254 5,295 0.78%
Participants Receiving a Benefit 4,685 4,897 4.53%
Terminated Vested Participants 919 895 -2.61%
Terminated Non-Vested Participants 499 505 1.20%
Total 11,357 11,592 2.07%
Annual Pay of Active Members $ 362,350,501 $ 365,892,023 0.98%
Assets and Liabilities
Actuarial Liability (AL) $ 3,048,321,356 § 3,353,294,212 10.00%
Actuarial Value of Assets (AVA) 2,130.052.649 2,125,700,227 -0.20%
Unfunded Actuarial Liability (UAL) $ 918,268,707 $ 1,227,593,985 33.69%
Funded Ratio (AVA) 69.9% 63.4% -9.28%
Funded Ratio (MVA) 63.0% 64.1% 1.67%
Contributions as a Percentage of Payroll
Normal Cost Rate 17.88% 18.07% 0.19%
Unfunded Actuarial Liability Rate 17.25% 23.12% 5.87%
Administrative Expense 0.00% 0.94% 0.94%
Total Contribution Rate 35.12% 42.13% 7.01%

| HEIRON 3
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION I

EXECUTIVE SUMMARY

TABLE I-2

Development of Phased Employer Contributions

Calendar Year Contribution Contribution Interest

2014
Projected 2015
Projected 2016

‘Projected 2017

Full Phased
42.15% 36.19%
42.30% 39.16%
42.08% - 42.13%
42.15% 42.91%

0.45%
0.68%
0.68%
0.00%

Total
Phased
36.64%
39.84%
42.81%
42.82%

{HEIRON
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION I
EXECUTIVE SUMMARY

C. Changes in Plan Cost

Table I-3 below summarizes the impact of actuarial experience and changes in benefits on Plan
cost,

TABLE I-3
Summary of Changes in Plan Cost from Prior Review
Employer
Employer Contribution
Cost Rate (% Payroll)
January 1, 2012 $ 125,187,685 35.12%
Change in Cost Due to:
Demographic Experience ' (1,608,353) (0.36%)
Salary Experience (4,153,738) (10.70%)
New Entrants to the Plan 4,701,677 0.12%
Decrease in Payroll for Amortization of Unfunded - 0.33%
Actuarial Liabilities
Asset Experience 14,426,576 4.02%
Impact of Rolling 20-Year Amortization (1,530,871) (0.43%)
Actuarial Systems Change 1,919,072 0.22%
Reserve Changes 397,818 . 0.11%
Increase Cost-Sharing (8,035,202) (2.24%)
Total Cost as of January 1, 2013 before Changes $ 131,304,663 36.19%
Demographic Assumption Changes 14,570,261 4.03%
Economic Assumption Changes 8,492,090 2.35%
Employee Contribution Rate Changes due to (1,581,441) (0.44%)
Assumption Changes
Total Cost as of January 1, 2013 after Changes $ 152,785,573 42.13%

An analysis of the cost changes from the prior valuation reveals the following:
e Demographic experience was favorable.
The demographic experience of the Plan — rates of retirement, death, disability, and
termination — was better than predicted by the actuarial assumptions in aggregate, causing

a small decrease in cost.

e Pay increases were below expectations.
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Increases in pay among active members during 2012 were below those anticipated by the
actuarial assumptions. As a result, actuarial liabilities increased less than expected,
resulting in an actuarial gain, decreasing the employer contribution rate by 0.70% of
payroll.

¢ New members entered the Plan.

During 2012, there were 479 newly hired or rehired members entering the Plan to replace
departing members. Recent new hires have a similar Plan normal cost as a percentage of
payroll when compared to current members, but they increase the payroll on which
contributions are based. Due to the new hires, the employer contribution rate increased
by 0.12% of payroll. The addition of these new members increased member payroll by
$24 million, and increased the Plan cost by about $ 4.7 million.

e Payroll used to amortize unfunded liabilities was lower than expected.

Total member payroll was less than the expected amount by about $7 million. As a
result, unfunded actuarial accrued liabilities were amortized over a smaller payroll base,
and the employer contribution rate increased by 0.33% of pay.

Overall, the combined demographic and salary experience was closely in line with expectations,
for a net decrease in cost of about 0.6% of pay.

e Asset experience produced an investment gain on a market basis.

The assets of the Plan returned 11.72% (net of expenses) on a market basis, higher than
the assumed rate of 7.75%. Under the actuarial asset smoothing policy, 20% of this gain
is recognized in the current year, resulting in a recognized gain of approximately $77
million for 2012. However, as noted above, this was offset by nearly $170 million for the
final year of the five-year recognition period for half of the 2008 investment losses.

e Amortization under the Plan’s Funding Policy caused a decrease in costs.

In 2009, the funding policies were revised as follows:

1. Half of the actuarial loss experienced in 2008 was deemed to be an Extraordinary
Actuarial Loss. Thus 50% of the loss is being separately amortized, as a level
percentage of pay, over a closed 30 year period. Currently, 26 years remain in
this closed period.

2. The remaining Unfunded Actuarial Liability (UAL) is amortized, as a level
percentage of pay, over a 20 year period, which will remain an open period
amortization until January 1, 2014, when it will be decreased by one year in each
valuation report until a 12 year amortization period is reached.
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The funding policy above was reflected in the 2009 valuation for the first time, and
continues to be followed for this valuation. The impact of using a rolling 20 year
amortization, as opposed to a closed period which would entail 19 years remaining as of
January 1, 2013, was a decrease in Plan costs of about 0.43% of pay.

There was a change in actuarial systems.

The January 1, 2013 actuarial valuation was prepared using Cheiron’s valuation system.
Results were replicated for the January 1, 2012 valuation prior to performing the January
1, 2013 valuation. This system change increased Plan costs by about 0.22% of pay.

The way certain reserves were valued was changed.

Beginning with the January 1, 2013 valuation, the Board decided to include the liabilities
and Special Reserves for certain benefits in this valuation. These benefits are the $5,000
lump sum death benefit, the Purchasing Power Protection Benefit, and the Pre-April 1,
1982 Settlement. Inclusion of these benefits and their associated reserves increased cost
by less than $400,000, or 0.11% of pay.

Employee cost-sharing was recognized.

The January 1, 2012 valuation report did not reflect additional cost-sharing member
contributions agreed to by some bargaining units. The January 1, 2013 valuation has
taken cost-sharing for all bargaining units agreed to in 2012 into account. The increase in
employee contributions decreased employer cost by 2.24% of pay.

Changes were made to assumptions as a result of an actuarial experience study covering the
period from January 1, 2010 to December 31, 2012.

Demographic assumptions were changed.

In general, Plan members are living longer than they used to. Consequently, mortality
rates were changed to Retired Pensioners (RP) 2000 Combined Healthy Generational
Mortality Tables, projected using Scale BB, set forward eight years for disabled
members. Minor changes were made to termination, disability and retirement rates.
Changes to the expected deferral age for vested terminations and transfers were also
made. The demographic assumption changes increased Plan cost by 4.03%, principally
due to the longer projected lifespans of Plan members.

Economic assumptions were changed.
Projections of inflation, both from forecasters and as expressed in the prices of inflation-

sensitive investments, remain low, generally below 3%. As a result, the inflation
assumption was reduced from 3.25% to 3.00%. Accordingly, the assumed cost of living
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adjustment (COLA) for members drawing benefits was lowered from 2.70% to 2.60%,
and the base wage growth rate dropped from 3.50% to 3.25%. The prior valuation’s real
return assumption of 4.50% was retained, lowering the assumed nominal return rate from
7.75% to 7.50%.

Administrative expenses are no longer used to reduce the discount rates, but are instead
included in the Plan cost as a separate line item. Administrative expenses are expected to
be about $4.0 million for 2013. The Employer’s portion of the administrative expenses is
expected to be about $3.5 million.

The changes in economic assumptions, including administrative expenses, increased Plan
cost by 2.35% of pay.

¢ Employee contribution rates were changed.
The contribution rates for employees of SICERA changed as a result of the previously
mentioned demographic and economic assumption changes. The employee contribution
rates increased, decreasing Plan cost by 0.44%.

The total impact on employer Plan cost due to assumption changes is an increase of 5.94%.

Table I-4 below shows the ratio of assets to active member payroll for SICERA.

TABLE I-4
Asset to Payroll Ratio as of December 31, 2012

Active Member Payroll 365,892,022
Assets (Market Value Net of Non-Valuation Reserves) 2,149,351,603
Ratio of Assets to Payroll 5.87
Ratio with 100% Funding : 9.16

One of the most important measures of a plan’s risk is the ratio of plan assets to payroll. The
table above shows SJCERA’s assets as a percentage of active member payroll. This ratio
indicates the sensitivity of the plan to the returns earned on plan assets. We note in the table that -
plan assets currently are nearly 6 times covered payroll for the Plan; as funding improves and the
Plan reaches 100% funding, the ratio of asset to payroll will increase to over 9 times payroll,
perhaps higher depending on the Plan’s future demographic makeup.

To appreciate the impact of the ratio of assets to payroll on plan cost, consider the situation for a

new plan with almost no assets. Even if the assets suffer a bad year of investment returns, the
impact on the plan cost is nil, because the assets are so small.
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On the other hand, consider the situation for SICERA. Suppose SICERA’s assets lose 10% of
their value in a year. Since they were assumed to earn 7.50%, there is an actuarial loss of
17.50% of plan assets. Based on the current ratio of asset to payroll (587%), that means the loss
in assets is about 103% of active payroll (587% of the 17.50% loss). There is only one source of
funding to make up for this loss: the employers. Consequently, barring future offsetting
investment gains, the employer has to make up the asset loss in future contributions. In this
example of a one year loss of 10%, this shortfall will eventually require an additional
amortization payment in the vicinity of 7.5% of payroll if amortized over 20 years.

D. Historical Trends

Despite the fact that for most retirement plans the greatest attention is given to the current
valuation results and in particular the size of the current unfunded actuarial liability and the
employer contribution, it is important to remember that each valuation is merely a snapshot in
the long-term progress of a pension fund. It is more important to judge a current year’s valuation
result relative to historical trends, as well as trends expected into the future.

Assets and Liabilities

The chart on the next page compares the Market Value of Assets (MVA) and Actuarial Value of
Assets (AVA) to the Actuarial Liabilities. The percentage shown at the top of each bar is the
ratio of the Actuarial Value of Assets to the Actuarial Liability (the funded ratio). The funded
ratio has declined from 70.37% in 2010 to 63.4% as of January 1, 2013.
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The extraordinary asset loss of 2008 has adversely affected the funded ratio for the last five
years. The 2013 funded ratio was further decreased by changes in demographic and economic
assumptions following an Actuarial Experience Study.
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Participant Trends

The chart above provides a measure for the maturity in the System by comparing the ratio of
active members to inactive members (retirees and deferred vested participants). These ratios are
given at the top of each bar. The active-to-inactive ratio has decreased significantly from 2007
to 2013, indicating the ongoing maturation of the Plan.

Cash Flows

The chart on the next page shows the System’s cash flow (contribution less benefit payments).
This is a critical measure, as it reflects the ability to have funds available to meet benefit
payments without having to make difficult investment decisions, especially during volatile
markets.
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The contributions, benefit payments and investment returns are represented by the scale on the
left. The System’s net cash flow (NCF) - shown in as the black line in the chart above, and
represented by the scale on the right - has been close to zero for the entire period shown. A
negative cash flow magnifies the losses during a market decline hindering the System in its
ability to absorb market fluctuations. The implications of a plan in negative cash flow are that
the impact of market fluctuations can be more severe: As assets are being depleted to pay
benefits in down markets, there is less principal available to be reinvested during favorable
return periods.

E. Future Expected Financial Trends

The analysis of projected financial trends is perhaps the most important component of this
valuation. In this Section, we present our assessment of the implications of the
January 1, 2013 valuation results in terms of benefit security (assets over liabilities). All the
projections in this section are based on the current interest rate assumption of 7.50%. We
have assumed future salary increases of 3.25% per year.

The following graph shows the expected employer contribution rate based on actually

achieving the 7.50% assumption each year for the next 20 years, which is clearly an
impossibility.
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Projection of Employver Contributions, 7.50% return each vear

=3=Phased In ~S~Immediate

The contribution rate graph shows that County contributions are expected to grow to around
42% of member payroll over the next three years. They will remain at that level for 10 years,
then start to decline as the unfunded actuarial liability is amortized. The dollar contribution
will be approximately $140 million in 2014, growing to around $190 million in five years.

Note that the graph above does not forecast any actuarial gains or losses. Even relatively
modest losses relative to the 7.5% assumed return could push the employer contribution rate

over 50% in the next few years.

Asset and Liability Projections:

The following graph shows the projection of assets and liabilities assuming that assets will
earn the 7.50% assumption each year during the projection period.
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Projection of Assets and Liabilities, 7.50% return each vear

The graph shows that the projected funded status increases over the next 20 years to 91%,
assuming the actuarial assumption is achieved. However, as above, it is the actual return on
System assets that will determine the future funding status and contribution rate to the Fund.

}
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Pension Plan assets play a key role in the financial operation of the System and in the decistons
the Board may make with respect to future deployment of those assets. The level of assets, the
allocation of assets among asset classes, and the methodology used to measure assets will likely
impact benefit levels, employer contributions, and the ultimate security of participants’ benefits.

In this section, we present detailed information on System assets including:

e Disclosure of System assets as of December 31, 2011 and December 31, 2012;
e Statement of the changes in market values during the year;

e Development of the Actuarial Value of Assets;

e An assessment of investment performance; and

e Determination of reserve balances as of January 1, 2013.

Disclosure

There are two types of asset values disclosed in the valuation, the market value of assets and the
actuarial value of assets. The market value represents “snap-shot” or “cash-out” values which
provide the principal basis for measuring financial performance from one year to the next.
Market values, however, can fluctuate widely with corresponding swings in the marketplace. As
a result, market values are usually not as suitable for long-range planning as are the actuarial
value of assets which reflect smoothing of annual investment returns.

Table II-1 on the next page discloses and compares each asset value as of December 31, 2011
and December 31, 2012.
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TABLE 1I-1

December 31,

Statement of Assets at Market Value

Assets

Receivables:

Total Receivables

Bonds
Stocks
Real Estate

Total Investments

Other Assets:
Prepaid Expenses

Liabilities:

Market Value of Assets

Cash and Cash Equivalents
Cash Collateral-Security Lending

Total Cash and Cash Equivalents

Investment Income Receivables
Contributions Receivable

Securities Sold, Not Received

Other Investment Income Receivable
Miscellaneous Receivables

Investments, at Market Value:

Alternative Investments

Equipment and Fixtures, Net

Securities Lending-Cash Collateral
Securities Purchased, Not Paid

Accrued Expenses and Other Payables
Security Lending Interest and Other Expense

2011 2012
$ 90,956,861 99,074,454
104,691,368 108,957,685
195,648,229 208,032,139
3,985,464 2,395,677
4,986,684 6,661,993
595,652 2,078,343
324 53
18,917 15,769
9,587,041 11,151,835
355,287,877 528,651,982
639,572,888 765,091,617
378,273,891 243,187,074
478,077,009 517,784,460
1,851,211,665 2,054,715,133
90,900 100,529
572,057 487,449
Total Assets  2,057,109,892 2,274,487,085
104,691,368 108,957,685
1,454,516 3,783,034
1,018,634 1,328,671
0 2,236
Total Liabilities 107,164,518 114,071,626
$  1,949,945,374 2,160,415,459
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Changes in Market Value

The components of asset change are:

Contributions (employer and employee)
Benefit payments

Expenses (investment and administrative)
Investment income (realized and unrealized)

Table II-2 below shows the components of change in the market value of assets during 2011 and

2012.
TABLE I1-2
Changes in Market Values
Additions 2011 2012
Contributions '
Employer's Contribution 112,891,701 108,062,510
Members' Contributions 14,040,773 19,900,088
Total Contributions 126,932,474 127,962,598
Net Investment Income
Net Appreciation/(Depreciation) in
Fair Value of Investments 4,552,554 213,075,672
Interest 29,172,659 27,314,271
Dividends 4,014,690 3,040,855
Real Estate Income, net 5,265,951 2,209,435
Investment Expenses (14,090,669) (15,087,444)
Miscellaneous Investment Income 8,348 14,004
Net Investment Income,
Before Securities Lending Income 28,923,533 230,566,793
Securities Lending Income
Earnings 365,553 412,154
Rebates 81,589 103,546
Fees (108,444) (128,646)
Net Securities Lending Income 338,698 387,054
Net Investment Income 29,262,231 230,953,847
Miscellaneous Income 68,107 61,657
Total Additions 156,262,812 358,978,102
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Changes in Market Values (Continued)
Deductions
Benefit payments 131,069,532 143,061,687
Death Benefits 572,007 607,453
Refunds of Members' Contributions 1,067,734 1,308,900
Total Benefit Payments 132,709,273 144,978,040
Administrative & Other Expenses
General Administrative Expenses 3,292,734 3,403,139
Actuary Fees 134,553 188,235
Fund Legal Fees 321,661 277,947
Total Administrative & Other Expenses 3,748,948 3,869,321
Transfer Between Plans (154,232) (339,344)
Total Deductions 136,303,989 148,508,017
Net increase (Decrease) 19,958,823 210,470,085

Net Assets Held in Trust for Pension Benefits:

Beginning of Year 1,929,986,551 1,949,945,374
End of Year 1,949,945,374 2,160,415,459
Approximate Return 1.34% 11.72%
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SECTION I
ASSETS

The actuarial value of assets represents a “smoothed” value developed by the actuary to reduce

the volatile results which could develop due to short-term fluctuations in the market value of

assets. For this System, the actuarial value of assets is equal to the expected actuarial value of
assets, plus one-fifth of the difference between the actual market value and the expected actuarial
value of assets. However, in no event will the actuarial value of assets be less than 80% or more
than 120% of market value on the valuation date. The following table shows the development of

the actuarial asset value.

‘ TABLE I1-3
Development of Actuarial Value of Assets
as of January 1, 2013 .
(@) (b) (© (d) @=Wd-(@© ® ®=@)x(®
Expected Actual Additional Not Unrecognized
Year Contributions  Benefits Return Return Earnings Recognized Earnings
2009 115,020,830 117,115,895 152,687,874 178,491,823 25,803,949 20% 5,160,790
2010 121,911,631 126,364,628 134,414,379 214,747,485 80,333,105 40% 32,133,242
2011 126,932,474 132,709,273 150,952,879 25,735,622 (125,217,257) 60% (75,130,354)
2012 127,962,598 144,978,040 150,473,721 227,485,527 77,011,806 80% 61,609,445
1. Total Unrecognized Dollars 23,773,122
2. Market Value of Assets as of December 31, 2012 2,160,415,458
3. Preliminary Actuarial Value of Assets as of December 31, 2012: [(2) - (1)] 2,136,642,336
4. Corridor Limits
a. 80% of Net Market Value 1,728,332,366
b. 120% of Net Market Value 2,592,498,550
5. Actuarial Value of Assets after Corridor 2,136,642,336
6. Ratio of Actuarial Value to Market Value 98.90%
[(5)+@)]
7. Market Stabilization Designation 23,773,122
[(@D-G)
8. Special (Non Valuation) Reserves: A
~ Class Action Settlement — Post 4/1/1982 11,063,855
Contingency 0
Undistributed Earnings Reserve 0
Total Special Reserves 11,063,855
9. Pension Reserves at Actuarial Value (Valuation Assets): [(5) - (8)*(6)] $2,125,700,227
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Investment Performance

The following table calculates the investment related gain/loss for the plan year on both a Market
Value and an Actuarial Value basis. The Market Value gain/loss is an appropriate measure for
comparing the actual asset performance to the previous valuation’s long-term 7.75% assumption.

TABLE I1-4
Asset Gain/(Loss)

Market Value  Actuarial Value
January 1, 2012 value $ 1949945374 § 2,161,303,697
County Contributions 108,062,510 108,062,510
Employee Contributions 19,900,088 19,900,088
Benefit Payments (144,978,040) (144,978,040)
Expected Investment Earnings (7.75%) 150,473,721 166,853,991
Expected Value December 31, 2012 $ 2,083,403,653 § 2,311,142,246
Investment Gain / (Loss) 77,011,805 (174,499,910)
January 1, 2013 value 2,160,415,458 § 2,136,642,336
Return 11.72% -0.20%
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The following table shows the historical annual asset returns on a market value and actuarial
value basis, as well in the increase in the Consumer Price Index (CPI) since 1994.

TABLE II-5
Historical Asset Returns

Year Ended  Return

December 31 Market Value Actuarial Value Increase in CPT’

1994 0.2% 8.2% 2.7%
1995 25.3% 21.7% 2.5%
1996 13.5% 12.2% 3.3%
1997 17.3% 13.9% 1.7%
1998 9.9% 13.3% 1.6%
1999 13.7% 15.1% 2.7%
2000 3.2% 11.5% 3.4%
2001 (0.1%) 8.8% 1.6%
2002 (5.5%) 4.7% 2.4%
2003 25.5% 6.8% 1.9%
2004 11.8% 6.6% 3.3%
2005 6.9% 7.2% 3.4%
2006 12.7% 9.6% 2.5%
2007 . 6.9% 11.2% 4.1%
2008 (30.1%) (14.3%) (0.5%)
2009 11.4% 11.6% 2.5%
2010 12.4% 6.4% 1.5%
2011 1.3% (1.8%) 3.0%
2012 11.7% (0.2%) 1.7%

Compounded 15 ¢ 6.2% 23%

Year Average

Compounded 10 ¢ o, 4.0% 2.3%

Year Average

%’;’;f OA“V“edr:‘;: (0.2%) 0.0% 1.6%

* Based on All Urban Consumers - U.S. City Average, December Indices.
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Reserve Balances

The following table shows the Post-1982 Settlement Reserve balances as of January 1, 2013.

TABLE II-6
Post-1982 Settlement Reserve
Valuation Date Number of Estimated Years
January 1 Recipients Benefits Payable Reserve of Payments
2008 1,896 3,683,939 25,872,222 13
2009 1,856 3,602,904 22,015,055 10
2010 1,800 3,484,762 20,090,654 9
2011 1,738 3,370,636 18,108,660 6
2012 1,679 3,243,068 14,556,866 5
2013 1,609 3,106,878 11,063,855 4

As of January 1, 2013 the total projected liability associated with paying the Post-82 Settlement
allowances for the lifetime of the members and beneficiaries is estimated to be $ 30,627,112 .
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In this section, we present detailed information on System liabilities including:

e Disclosure of System liabilities at January 1, 2012 and January 1, 2013;
e Statement of changes in these liabilities during the year.

Disclosure

Several types of liabilities are calculated and presented in this report. Each type is distinguished
by the people ultimately using the figures and the purpose for which they are using them.

e Present Value of Future Benefits: Used for measuring all future System obligations,
represents the amount of money needed today to fully pay off all benefits of the
System both earned as of the valuation date and those to be earned in the future by
current plan participants, under the current System provisions.

e Actuarial Liability: Used for funding calculations and GASB disclosures, this
liability is calculated taking the Present Value of Future Benefits and subtracting the
present value of future Member Contributions and future Employer Normal Costs
under an acceptable actuarial funding method. The method used for this System is
called the Entry Age Normal (EAN) funding method.

e Unfunded Actuarial Liability: The excess of the Actuarial Liability over the
Actuarial Value of Assets.

Table III-1 below discloses each of these liabilities for the current and prior valuations. With
respect to each disclosure, a subtraction of the appropriate value of Plan assets yields, for each
respective type, a net surplus or an unfunded actuarial liability.

TABLE I11-1
Liabilities/Net (Surplus)/Unfunded

January 1,2012  January 1, 2013
Present Value of Future Benefits
Active Participant Benefits $ 1,995,128,130 $ 2,177,849,296
Retiree and Inactive Benefits 1,696,845,325 1,896,085,569
Present Value of Future Benefits (PVB) $ 3,691,973,455 § 4,073,934,865
Actuarial Liability
Present Value of Future Benefits (PVB) $ 3,691,973,455 § 4,073,934,865
Present Value of Future Normal Costs (PVFNC) 643,652,099 720,640,653
Actuarial Liability (AL = PVB - PVFNC) $ 3,048,321,356 $ 3,353,294,212
Actuarial Value of Assets (AVA) 2,130,052,649 2,125,700,227
Net (Surplus)/Unfunded (AL — AVA) $ 918,268,707 $ 1,227,593,985
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VYALUATION REPORT AS OF JANUARY 1, 2013

SECTION III
LIABILITIES

Changes in Liabilities

Each of the Liabilities disclosed in the prior table are expected to change at each valuation. The
components of that change, depending upon which liability is analyzed, can include:

New hires since the last valuation

Benefits accrued since the last valuation

Plan amendments increasing benefits

Passage of time which adds interest to the prior liability

Benefits paid to retirees since the last valuation

Participants retiring, terminating, or dying at rates different than expected
A change in actuarial or investment assumptions

A change in the actuarial funding method

Unfunded liabilities will change because of all of the above, and also due to changes in System
assets resulting from:

e Employer contributions different than expected
e Investment earnings different than expected
e A change in the method used to measure plan assets

TABLE III-2

Changes in Actuarial Liability
Actuarial Liability at January 1, 2012 $ 3,048,321,356
Actuarial Liability at January 1, 2013 $ 3,353,294,212
Liability Increase (Decrease) 304,972,856
Change due to:
Actuarial Methods (Reserve Changes) $ 9,860,169
Assumption Change 159,894,381
Accrual of Benefits : » 73,374,980
Actual Benefit Payments (144,978,040)
Interest 236,418,390
Actuarial (Gain)/Loss - (29,597,024)
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION III
LIABILITIES

TABLE II1-3
Development of Actuarial Gain / (Loss)

10.

11.

. Unfunded Actuarial Liability at Start of Year (not less than zero) $ 918,268,707
. Employer Normal Cost at Start of Year 73,374,980
. Interest on 1. and 2. to End of Year 76,852,386
. Contributions for Prior Year 127,962,598
. Interest on 4. to End of Year 4,866,030
. Change in Unfunded Actuarial Liability Due to Changes in Actuarial Methods 3,694,690
. Change in Unfunded Actuarial Liability Due to Changes in Assumptions 159,894,381
. Change in Unfunded Actuarial Liability Due to Changes in Plan Design 0
. Expected Unfunded Actuarial Liability at End of Year

[1.+2.+3.-4.-5.+6.+7.+8.] $ 1,099,256,516
Actual Unfunded Actuarial Liability at End of Year (not less than zero) 1,227,593,985
Actuarial Gain/ (Loss) [9.—10.] * $  (128,337,469)

* Demographic gains were offset by nearly $170 million by the final year of the five-year
recognition period for half of the 2008 investment losses.

D
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION IV
CONTRIBUTIONS

In the process of evaluating the financial condition of any pension plan, the actuary analyzes the
assets and liabilities to determine what level (if any) of contributions is needed to properly
maintain the funding status of the System. Typically, the actuarial process will use a funding
technique that will result in a pattern of contributions that are both stable and predictable.

For this System, the actuarial funding method used to determine the normal cost and the
unfunded actuarial liability is the Entry Age Normal (EAN) cost method. There are two
primary components to the total contribution: the normal cost rate (employee and employer),
and the unfunded actuarial liability rate (UAL rate).

The normal cost rate is determined in the following steps. First, an individual normal cost rate is
determined by taking the value, as of entry age into the System, of each member’s projected
future benefits. This value is then divided by the value, also at entry age, of the member’s
expected future salary producing a normal cost rate that should remain relatively constant over a
member’s career. The total normal cost is adjusted with interest to the middle of the year, to
reflect the fact that the normal cost contributions are paid throughout the year as member payroll
payments are made. Finally, the total normal cost rate is reduced by the member contribution
rate to produce the employer normal cost rate.

The unfunded actuarial liability is the difference between the EAN actuarial liability and the
actuarial value of assets. The UAL rate is based on a 26-year amortization of half of the
extraordinary investment loss from 2008 and a 20-year amortization of the remainder of the
unfunded actuarial liability as of January 1, 2013, again assuming mid-year payment to reflect
the fact that employer contributions are made throughout the year.

The tables below present the employer contributions for the System for this valuation.

TABLE IV-1
Employer Contribution Rate

January 1, 2012 January 1, 2013
Contributions as a Percentage of Payroll
{Gross Entry Age Normal Cost Rate 21.37% 24.26%
Employee Contribution Rate 3.49% 6.20%
Employer Entry Age Normal Cost Rate 17.88% 18.07%
Employer Normal Cost Rate 17.88% 18.07%
Administrative Expense 0.00% 0.93%
Amortization Payment 17.25% 23.12%
Employer Contribution Rate 35.12% 42.12%
Annual Required Contribution (Employer) $ 125,187,685 $ 152,785,574
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION IV
CONTRIBUTIONS
TABLE 1V-2
Development of Employer Contribution Amount
January 1, 2013
% of pay
1. Normal Cost at Middle of Year
a. Entry Age Normal Cost $ 62,433,238 17.43%
b. Interest to Middle of Year 2,341,246
c. Total Normal Cost (a) + (b) $ 64,774,484 18.07%
2. Amortization of Unfunded Liability
a. Actuarial Liability $ 3,353,294,212
b. Actuarial Value of Assets 2,125,700,227
c. Unfunded Liability (a) — (b) $ 1,227,593,985
d. Amortization of Unfunded Liability 84,576,479 23.12%
3. Administrative Expense $ 3,476,936 0.93%
4. Annual Required Contribution $ 152,827,899 42.12%
(1o)+ 2d) +(3)
TABLE 1V-3
Development of Amortization Payment
For Fiscal Year 2013
Initial 1/1/2013 Remaining
Date Initial Amortization Outstanding Amortization = Amortization
Type of Base Established Amount Years Balance Years Amount
Charges
1. 2008 Extraordinary Actuarial Loss ~ 1/1/2009 § 424,264,899 30 $ 451,865,099 26 $ 28,059,471
2. Remaining UAL 1/1/2013 775,728,886 20 775,728,886 20 56,517,008
. $ 1,227,593,985 $ 84,576,479
27
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIJAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION V
ACCOUNTING STATEMENT INFORMATION

Statement No. 25 of the Governmental Accounting Standards Board (GASB 25) establishes
standards for disclosure of pension information by public employee retirement systems (PERS)
and governmental employers in notes to financial statements and supplementary information.

The GASB adopted Statement Nos. 67 and 68 which replaces GASB Statement Nos. 25 and 27.
GASB 67 is effective for periods beginning after June 15, 2013(first effective January 1, 2014
for the Plan) and GASB 68 is effective for fiscal years beginning after June 15, 2014 (first
effective for the fiscal year July 1, 2014 to June 30, 2015 for the Employer). The following is a
brief summary of some of these changes:

¢ The liabilities would need to be based on the entry age normal cost method (which is the
method the System is currently using), and the discount rate assumption might need to be
reduced if projected contributions plus assets are not able to cover projected pension
benefits.

e The market value of assets would be compared to the liabilities, instead of the smoothed
actuarial value of assets, to determine the unfunded liability.

e Unfunded liabilities would be reported directly on the employer’s balance sheet.

e The Annual Required Contribution (ARC) would be replaced with Pension Expense

which equals: Normal Cost + Interest Cost - Expected Asset Earnings + Amortization of
changes in total pension liability + smoothing of asset returns.

e Amortization periods of changes in total pension liability would vary depending upon the
basis for the gain or loss. These periods would be immediate for plan changes and
expected working lifetime of both active and inactive members for other total pension
liability changes.

In accordance with GASB 25, we have prepared the following disclosures:

Schedule of Funding Progress

The schedule of funding progress compares the assets used for funding purposes to the
comparable liabilities to determine how well the System is funded and how this status has
changed over the past several years.

The GASB 25 Actuarial Accrued Liability is the same as the Actuarial Liability calculated for
funding purposes. The GASB 25 liability is compared to the actuarial value of assets to
determine the funding ratio.

Schedule of Employer Contributions

The schedule of employer contributions shows whether the employer has made contributions that

are consistent with an actuarial method of funding the benefits to be provided consistent with the
parameters established by GASB 25.
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION V
ACCOUNTING STATEMENT INFORMATION

Solvency Test

The solvency test shows the portion of actuarial liabilities for active member contributions,
inactive members, and the employer financed portion of the active members that are covered by
the actuarial value of assets.

The Actuarial Accrued Liability under GASB 25 is determined assuming that the System is
ongoing and participants continue to terminate employment, retire, etc., in accordance with the
actuarial assumptions. Liabilities are discounted at the assumed valuation interest rate of 7.5%.

We have also provided a Note to Required Supplementary Information for the financial
statements.

Table V-1
Schedule of Funding Progress
(Dollars in Thousands)
Valuation Actuarial UALasa
Date Value of Actuarial Funded Unfunded AL Covered Percentage of
January 1, Assets Liability (AL)  Ratio (UAL) Payroll Payroll
2013 § 2,125,700 $ 3,353,294 63.4% § 1,227,594  $365,892 335.5%
2012 2,130,053 3,048,321 69.9% 918,269 356,419 257.6%
2011 2,120,384 2,917,688 72.7% 797,304 367,344 217.0%
2010 1,949,011 2,769,612 70.4% 820,600 385,442 212.9%
2009 1,821,357 2,510,925 72.5% 689,568 377,559 182.6%
2008 2,029,949 2,334,521  87.0% 304,572 367,361 82.9%
2007 1,869,717 2,149,938 87.0% 280,221 340,828 82.2%
2006 1,727,033 1,935,818 89.2% 208,785 309,692 67.4%
2005 1,614,979 1,769,507 91.3% 154,528 = 296,473 52.1%
2004 1,531,288 1,621,060 94.5% 89,772 286,429 31.3%
2003 1,448,905 1,418,209 102.2% (30,696) 259,812 -11.8%
2002 1,357,409 1,266,747 107.2% (90,662) 243,327 -37.3%
2001 1,182,914 1,091,830 108.3% (91,084) 215,363 -42.3%
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION YV
ACCOUNTING STATEMENT INFORMATION

Table V-2

(Dollars in Thousands)

Schedule of Employer Contributions

Annual

Year Ending Required Actual Percentage

December 31, Contribution Contribution Contributed
2012 $ 108,063 § 108,063 100.0%
2011 112,892 112,892 100.0%
2010 104,452 104,452 100.0%
2009 97,806 97,806 100.0%
2008 94,163 94,163 100.0%
2007 85,869 85,869 100.0%
2006 73,612 73,612 100.0%
2005 62,509 62,509 100.0%
2004 42,688 42,688 100.0%
2003 34,784 34,784 100.0%
2002 25,016 25,016 100.0%
2001 22,642 22,642 100.0%
2000 17,798 17,798 100.0%

Table V-3

Solvency Test

Aggregate Actuarial Liabilities for

Valuation Date Active Member  Retirees & Active Actuarial Value Portion of Actuarial

January 1, Contributions  Beneficiaries Members* of Assets Liabilities Covered by

@) ) 3) 1) (2) 3)

2013 $209,987,230 $1,810,775,897 $1,332,531,085 $2,125,700,227 100% 100% 8%
2012 202,924,928  1,627,338,404  1,218,058,024  2,130,052,649 100% 100% 25%
2011 193,612,757  1,495,665,075  1,228,410,127  2,120,384,183 100% 100% 35%
2010 187,986,706  1,373,256,766  1,208,368,072  1,949,011,498 100% 100% 32%
2009 176,235,961 1,231,647,623 1,103,041,755  1,821,357,079 100% 100% 37%
2008 166,804,000 1,119,690,000 1,048,027,000  2,029,949,000 100% 100% 71%
2007 159,100,000  1,023,296,000 967,542,000 1,869,717,000 100% 100% 71%
2006 147,953,000 904,208,000 883,657,000  1,727,033,000 100% 100% 76%
2005 140,800,000 805,878,000 822,829,000 1,614,979,000 100% 100% 81%
2004 129,606,000 726,382,000 739,749,000  1,531,288,000 100% 100% 91%
2003 137,209,000 643,984,000 637,016,000  1,448,905,000 100% 100% 100%
2002 132,004,000 541,321,000 593,423,000 1,357,409,000 100% 100% 100%
2001 123,941,000 486,532,000 481,357,000 1,182,914,000 100% 100% 100%

* Includes terminated vested members.
30
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

SECTION VYV
ACCOUNTING STATEMENT INFORMATION

Table V-4
Note To Required Supplementary Information

The information presented in the required supplementary schedules was determined as part of the
actuarial valuation at the date indicated. Additional information as of the latest actuarial valuation
follows.

Valuation date January 1, 2013
Actuarial cost method Entry Age Normal
Amortization method Level percentage of payroll with seprate amortization periods

for Extraordinary Actuarial Gains or Losses

Remaining amortization period 26 years for 2008 Extraordinary Loss, 20 years for remaining
UAL. (22 year Single Equivalent Period)

Asset valuation method Actuarial value: Excess earnings smoothed over five
years, 80%/120% corridor around market value
Actuarial assumptions:

Investment rate of return 7.50%

Projected salary increases™* 3.25%, plus service-based rates
* includes inflation at 3.00%

Cost of living adjustments 2.60% per year assumed
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX A
MEMBERSHIP INFORMATION

The data for this valuation was provided by the San Joaquin County staff as of January 1, 2013.
Cheiron did not audit any of the data; however, it was reviewed to ensure that it complies with
generally accepted actuarial standards.

Summary of Participant Data as of January 1, 2013
General Safety Total

Active Participants

Number 4,492 803 5,295
Average Age 47.65 41.19 46.67
Average Benefit Service 11.99 11.81 11.96
Average Vesting Service 12.14 12.09 12.13
Average Pay $67,120 $80,183 $69,101

Service Retired

Number 3,113 514 3,627
Average Age 69.72 64.49 68.98
Average Annual Base Benefit $22,192 $45,837 $25,543
Average Annual Total Benefit  $27,530 $56,751 $31,671

Beneficiaries
Number : 541 147 688
Average Age 73.33 66.69 71.91

Average Annual Base Benefit $9,735 $17,940 $11,488
Average Annual Total Benefit  $16,309 $29,971 $19,228

Duty Disabled
Number 222 182 404
Average Age 62.19 59.70 61.07

Average Annual Base Benefit $17,317 $33,270 $24,504
Average Annual Total Benefit ~ $22.961 $44,646 $32,730

Non-Duty Disabled

Number 165 13 178
Average Age 63.78 64.77 63.85
Average Annual Base Benefit $10,961 $15,069 $11,261
Average Annual Total Benefit  $14,612 $23,776 $15,282

Total Receiving Benefits

Number 4,041 856 4,897
Average Age 69.55 63.85 68.55
Average Annual Base Benefit $19,798 $37,907 $22,963
Average Annual Total Benefit ~ $25,249 $49,077 $29,414
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX A
MEMBERSHIP INFORMATION

Summary of Participant Data as of January 1, 2013

General Safety Total
Deferred Vested
Number 416 42 458
Average Age 48.85 43.57 48.37
Average Service 8.43 6.25 8.23
Transfers and DROs
Number 348 89 437
Average Age 49.82 43.26 48.49
Average Service 5.79 5.05 5.64
Funds on Account
Number 478 27 505
Average Age 4433 35.41 43.86
Average Service 1.73 1.52 1.71
Total Inactive
Number 1,242 158 1,400¢
Average Age 47.39 42.00 46.78
Average Service 5.11 4.77 5.07

Data pertaining to active and inactive Members and their beneficiaries as of the valuation date
was supplied by the Plan Administrator on electronic media. As is usual in studies of this type,
Member data was neither verified nor audited.
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

MEMBERSHIP INFORMATION

Active Member Data by Plan

APPENDIX A

. Average Average
V;l‘::‘tllgz dat Plan Type N([f:ll::r Annual Payroll Annual Salary
Salary Increase
2006 General 5,234  $288,178,806 $55,059 18.22%
Safety 820 $56,293,820 $68,651 15.52%
Total 6,054  $344,472,626 $56,900 17.68%
2007 General 5,353 $308,773,122  $57,682 4.76%
Safety 871 $62,988,014 $72,317 5.34%
Total 6,224  $371,761,136 $59,730 4.97%
2008 General 5,180 $315,202,954 $60,850 5.49%
Safety 900 $67,127,759  $74,586 3.14%
Total 6,080  $382,330,713 $62,883 5.28%
2009 General 4,990 $320,526,792 $64,234  5.56%
Safety 925 $70,801,157  $76,542  2.62%
Total 5915  $391,327,949 $66,159 5.21%
2010 General 4,643 $308,183,424 $66,376 3.33%
Safety 830 $64,817,396  $78,093 2.03%
Total 5,473  $373,000,820 $68,153 3.01%
2011 General 4,441 $298,308,687 $67,172 1.20%
Safety 813 $64,041,814 $78,772 0.87%
Total 5,254  $362,350,501 $68,967 1.19%
2012 General 4,492  $301,505,122 $67,120 -0.08%
Safety 803 $64,386,900 $80,183 1.79%
Total 5,295  $365,892,023 $69,101 0.19%

Payroll figures represent active member's annualized pay rates on December 31. Prior to 2006,

payroll was not annualized, which explains the large apparent increases in average salary from

2005 to 2006.
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX A
MEMBERSHIP INFORMATION

Schedule of Average Monthly Benefit Payments
Number of Years of Service Credit .
Retirement Effective Date 0-4 5-9 10-14 15-19 20-24 25-29 30 & Over

1/2/11 to 1/1/12

Retirants

General Members

Average Benefits $470 $1,205 $1,464  $2,615 $3,302  $3,968 $4,670
Average Final Compensation $5,518  $5,903  $4,928  $6,463  $6,110  $5,541 $5,570
Count 12 26 56 27 41 16 39
Safety Members

Average Benefits $922 $1,112  $2,551 $3,970 $7,499 $7,790 $10,586
Average Final Compensation $9,746  $4,483  $5,290  $7,767 $10,430 $9,162  $10,797
Count 2 6 3 3 4 5 3
Survivors/QDROs

General Members

Average Benefits $622 $890 $773 $1.367 $1,838 $2,039 $3,281
Average Final Compensation $9,807  $4,816  $3,578 $4,371 $4,108  $3,364 $5,366
Count 5 9 11 10 5 5 5
Safety Members

Average Benefits $825 $859 $1,591 $3,334 $0 $0 $3,829
Average Final Compensation $9,779  $4,960  $2,795 $9,010 $0 $0 $5,257
Count 1 1 2 1 0 0 1
1/2/12 to 1/1/13

Retirants

General Members

Average Benefits $517 $1,077 $1,481 $2,129  $2,729  $4,198 $6,317
Average Final Compensation $7,532  $5,925  $5,233 $4,900 $5,338  $6,449 $7,295
Count 19 31 56 36 42 30 44
Safety Members

Average Benefits $429 $2,194 $3,026 $4,186 $5,302 $9,183  $13,206
Average Final Compensation $6,793  $5,812 $6,636  $8,124 $7,306 $13,360 $13,606
Count - 4 5 7 3 14 11 5
Survivors/QDROs

General Members

Average Benefits $331 $1,180 $1,017 $1,525 $1,274  $3,105 $2,783
Average Final Compensation $4,482  $3,558 $2,664  $2,604 §$3,639 $4,794 $3,940
Count 4 4 8 3 1 2 4
Safety Members

Average Benefits : $0 $1,039 $2.,423 $3,450 $3,573  $3,206 $4,887
Average Final Compensation ~ $0 $6,972 $7,561 $1,358 $1,776  $3.836 $6,169

Count 0 2 2 2 1 3 2
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX A
MEMBERSHIP INFORMATION

Service Retired Benefits

General Safety Total
Current Annual Annual ‘ Annual
Age Number Average Number Average Number  Average
Benefit Benefit Benefit
0-24 0 $0 0 $0 0 50
25-29 0 $0 0 $0 0 $0
30-34 0 $0 0 $0 0 50
35-39 0 $0 0 $0 0 $0
40-44 0 $0 0 $0 0 $0
45-49 0 $0 9 $43,577 9 $43,577
50-54 88 $14,177 47 $62,950 135 $31,157
55-59 300 $22.530 93 $63,138 393 $32,140
60-64 588 $32,434 116 $60,238 704 $37,015
65-69 756 $32,592 122 $59,784 878 $36,370
70-74 530 $27,869 67 $44,166 597 $29,698
75-79 334 $23,309 28 $35,524 362 $24,254
80-84 247 $23,360 24 $53,741 271 $26,051
85-89 162 $21,908 8 $52,787 170 $23,361
90-94 94 $20,299 0 $0 94 $20,299
95+ 14 $14,237 0 $0 14 $14,237
All Ages 3113 $27,530 514 $56,751 3627 $31,671
Duty Disabled Benefits
General Safety Total
Current Annual Annual Annual
Age Number Average Number Average Number  Average
Benefit Benefit Benefit
0-24 0 $0 0 $0 0 $0
25-29 0 $0 0 $0 0 $0
30-34 0 $0 2 $26,333 2 $26,333
35-39 3 $15,369 3 $28,745 6 $22,057
40-44 7 $10,074 9 $32,779 16 $22.846
45-49 6 $11,632 17 $35,179 23 $29,036
50-54 25 $18,431 28 $38,923 53 $29,257
55-59 34 $21,146 29 $47,791 63 $33,411
60-64 73 $23,514 39 $51,072 112 $33,110
65-69 33 $28,814 25 $47,277 58 $36,772
70-74 20 $26,737 13 $44,028 33 $33,548
75-79 13 $24,854 8 $40,673 21 $30,880
80-84 4 $20,491 6 $65,758 10 $47,651
85-89 3 $34,475 2 $53,217 5 $41,972
90-94 1 $20,579 1 $45,317 2 $32,948
95+ 0 $0 0 $0 0 $0
All Ages 222 $22.961 182 $44.646 404 $32,730
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX A

MEMBERSHIP INFORMATION

Non-Duty Disabled Benefits

General Safety Total
Current Annual Annual Annual
Age Number Average Number Average Number  Average
Benefit Benefit Benefit
0-24 0 $0 0 $0 0 $0
25-20 0 $0 0 $0 0 $0
30-34 0 $0 0 $0 0 $0
35-39 2 $18,603 0 $0 2 $18,603
40-44 2 $14,396 0 $0 2 $14,396
45-49 7 $17,593 0 $0 7 $17,593
50-54 14 $16,519 1 $2,769 15 $15,602
55-59 32 $16,875 2 $35,644 34 $17,979
60-64 31 $13,020 5 $17,604 36 $13,657
65-69 36 $12,904 2 $46,125 38 $14,653
70-74 21 $15,983 1 $17,453 22 $16,050
75-79 9 $13,446 1 $18,609 10 $13,962
80-84 3 $10,434 1 $18,703 4 $12,501
85-89 5 $12,693 0 $0 5 $12,693
90-94 3 $10,340 0 $0 3 $10,340
95+ 0 $0 0 $0 0 $0
All Ages 165 $14.612 13 $23.776 178 $15,282
Surviving Beneficiary Benefits (all benefit types)
General Safety Total
Current Annual Annual Annual
Age Number Average  Number  Average Number  Average
Benefit Benefit Benefit
0-24 7 $5,952 0 $0 7 $5,952
25-29 2 $7,917 0 $0 2 $7,917
30-34 1 $10,610 0 $0 1 $10,610
35-39 2 $9,734 0 $0 2 $9,734
40-44 5 $12,419 4 $31,665 9 $20,973
45-49 4 $10,778 10 $14,277 14 $13,278
50-54 16 $17,472 14 $16,800 30 $17,158
55-59 49 $14,029 18 $29,998 67 $18,319
60-64 63 $17,358 19 $34,447 82 $21,318
65-69 60 $18,801 22 $30,746 82 $22,006
70-74 61 $15,580 18 $35,072 79 $20,022
75-79 68 $15,133 15 $32,039 83 $18,189
80-84 74 $17,696 14 $39,138 88 $21,107
85-89 63 $17,379 10 $28,454 73 $18,896
90-94 41 $17.876 1 $35,807 42 $18,303
95+ 25 $12,989 2 $25,033 27 $13,881
All Ages 541 $16,309 147. $29.971 688 $19,228
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX A
MEMBERSHIP INFORMATION

Assumed Probabilities of Separation from Active Membership

Non-Duty Ordinary Service Duty
Age Death  Disability Retirement' " P Dicability
General Members — Male - o
20 0.0003 0.000 0.000 0.000 0.001
25 0.0003 0.001 0.000 0.000 0.001
30 0.0004 0.001 0.000 0.000 0.001
35 0.0007 0.001 0.000 0.000 0.001
40 0.0010 0.001 0.000 0.000 0.004
45 0.0014 0.002 0.000 0.000 0.004
50 0.0019 0.002 0.050 0.000 0.002
55 0.0033 0.003 0.050 0.000 0.002
60 0.0052 0.003 0.150 0.000 0.002
65 0.0082 0.004 0.300 0.000 0.002
General Members — Female

20 0.0002 0.000 0.000 0.000 0.000
25 0.0002 0.001 0.000 0.000 0.000
30 0.0002 0.001 0.000 0.000 0.000
35 0.0004 0.001. 0.000 0.000 0.001
40 0.0006 0.001 0.000 0.000 0.001
45 0.0010 0.002 0.000 0.000 0.001
50 0.0015 0.002 0.020 0.000 0.001
55 0.0023 0.003 0.040 0.000 0.002
60 0.0035 0.004 0.100 0.000 0.002
65 0.0063 0.005 0.250 0.000 0.003

' T ower rates assumed for members with less than 10 years of service, and higher
rates assumed for members with at least 30 years of service.

The probabilities for each cause of separation represent the likelihood that a given
member will separate at a particular age for the indicated reason. As an example, if
the probability of separation of a male general member at age 20 is 0.036, that
indicates that 3.6% of active general members are expected to separate from service
during the year.
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX A
MEMBERSHIP INFORMATION -

Assumed Probabilities of Separation from Active Membership

Non-Duty Ordinary Service Duty

Age Death  Disability Retirement! o P Dicability
Safety Members — Male
20 0.0002 0.000 "~ 0.000 0.0002 0.000
25 0.0002 0.000 0.000 0.0002 10.001
30 0.0002 0.000 0.000 0.0002 0.001
35 0.0004 0.000 0.000 0.0002 0.002
40 0.0006 0.000 0.000 0.0003 0.004
45 0.0009 0.001 0.050 0.0004 0.008
50 0.0014 0.001 0.150 0.0005 0.014
55 0.0026 0.002 0.300 0.0007 0.023
Safety Members — Female
20 0.0001 0.000 0.000 0.0001 0.000
25 0.0001 0.000 0.000 0.0001 0.001
30 0.0001 0.000 0.000 ~0.0001 0.001
35 0.0002 0.000 0.000 0.0002 0.002
40 0.0003 0.000 0.000 0.0003 0.004
45 0.0006 0.001 0.050 0.0004 0.008
50 0.0010 0.003 0.150 0.0005 0.014
55 0.0017 0.005 0.300 0.0006 0.023

' Lower rates assumed for members with less than 20 years of service.
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX A
MEMBERSHIP INFORMATION

Salary Increase, Termination and Withdrawal Assumptions

Years of InS:::::e: I::::::e: Withdrawal: Withdrawal: Termination: Termination:

Service General Safety General Safety General Safety
0 0.0724 0.0824 0.064 0.018 0.064 0.070
1 0.0724 0.0824 0.050 0.016 0.050 0.062
2 0.0724 0.0824 0.050 : 0.012 0.050 0.046
3 0.0724 0.0824 0.039 0.006 0.039 0.022
4 0.0724 0.0824 0.024 0.006 0.024 0.022
5 0.0424 0.0524 0.016 0.002 0.029 0.018
6 0.0424 0.0524 0.016 0.002 0.029 0.018
7 0.0424 0.0524 0.016 0.002 0.029 0.018
8 0.0424 0.0524 0.013 0.002 0.024 0.018
9 0.0424 0.0524 0.011 0.002 0.020 0.018
10 0.0424 0.0524 0.007 0.001 0.013 0.009
11 0.0424 0.0524 0.007 0.001 0.013 0.009
12 0.0424 0.0524 0.007 0.001 0.013 0.009
13 0.0424 0.0524 0.007 0.001 0.013 - 0.009
14 0.0424 0.0524 0.007 0.001 0.013 0.009
15 0.0424 0.0524 0.000 0.000 ©0.020 0.010
16 0.0424 0.0524 0.000 0.000 0.020 0.010
17 0.0424 0.0524 0.000 0.000 0.020 0.010
18 0.0424 0.0524 0.000 0.000 0.020 0.010
19 0.0424 0.0524 0.000 0.000 0.020 0.010
20 0.0424  0.0524° 0.000 0.000 0.010 0.000
21 0.0424 0.0524 0.000 - 0.000 0.010 0.000
22 0.0424 0.0524 0.000 0.000 0.010 0.000
23 0.0424 0.0524 0.000 0.000 0.010 0.000
24 0.0424 0.0524 0.000 - 0.000 0.010 0.000
25 0.0424 0.0524 0.000 0.000 0.010 0.000
26 0.0424 0.0524 0.000 0.000 0.010 0.000
27 0.0424 0.0524 0.000 0.000 0.010 0.000
28 0.0424 0.0524 0.000- 0.000 0.010 0.000
29 0.0424 0.0524 0.000 0.000 0.010 - 0.000

30+ 0.0325 0.0524 0.000 0.000 0.000 0.000
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SAN JOAQUIN COUNTY EMPLOYEES’ RETTIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX B
STATEMENT OF CURRENT ACTUARIAL ASSUMPTIONS AND METHODS

The assumptions and methods used in the actuarial valuation as of January 1, 2013 are:

Actuarial Assumptions

"1. Rate of Return

Assets are assumed to earn 7.50% net of investment expenses.

2. Cost of Living
The cost of living as measured by the Consumer Price Index (CPI) will increase at the
rate of 3.00% per year.

3. Post Retirement COLA

Benefits are assumed to increase after retirement at the rate of 2.6% per year.

4. Increases in Pay

Assumed pay increases for active Members consist of increases due to base salary
adjustments plus service-based increase due to longevity and promotion, as shown below:

Pay Increases

Years of Service
<5 5-29 30+

Base Increase 3.25% 3.25% 3.25%
Longevity & Promotion

General 3.86% 0.96% 0.00%

Safety 4.83% 1.93% 1.93%
Total (Compound) '

General 724% 4.24% 3.25%

Safety 8.24% 5.24% 5.24%
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX B
STATEMENT OF CURRENT ACTUARIAL ASSUMPTIONS AND METHODS

5. Family Composition

Percentage married for all active members who retire, become disabled or die during
active service is shown in the following table. Women are assumed to be three years
younger than men.

Percentage Married

Gender  Percentage
Males 70%

Females 50%

6. Rates of Termination

Sample rates of termination are show in the following table.

Rates of Termination*

ZZ:sic(::f General Safety
0 12.75%  8.75%
1 10.00%  7.75%
2 10.00%  5.75%
3 7.75% 2.75%
4 4.75% 2.75%
5 4.50% 2.00%
6 4.50% 2.00%
7 4.50% 2.00%
8 3.75% 2.00%

9 3.00% 2.00%
10-19 2.00% 1.00%
20-29 1.00% 0.00%

30+ 0.00% 0.00%

* Termination rates do not apply once a member is eligible for retirement
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7. Withdrawal

Rates of withdrawal apply to active Members who terminate their employment and
withdraw their member contributions, forfeiting entitlement to future Plan benefits.

50% of all General Member terminations with less than five years of service are assumed
to take a refund of contributions, as well as 35% of those with five to fourteen years of
service.

20% of all Safety Member terminations with less than five years of service are assumed
to take a refund of contributions and 10% of those between five and fourteen years are
assumed to take a refund.

Vested Termination and Reciprocal Transfers

Rates of vested termination apply to active Members who terminate their employment
and leave their member contributions on deposit with the Plan.

50% of all General Member terminations with less than five years of service are assumed
to leave their contributions on deposit, as well as 65% of those with five to fourteen years
of service, and 100% of those with fifteen or more years of service.

80% of all Safety Member terminations with less than five years of service are assumed
to leave their contributions on deposit, as well as 90% of those between five and fourteen
years of service and 100% of those with fifteen or more years of service.

Vested terminated General Members are assumed to begin receiving benefits at age 58;
terminated Safety Members are assumed to begin receiving benefits at age 53.

25% of vested terminated General Members and 50% of vested terminated Safety
Members are assumed to be reciprocal.

T
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9. Rates of Service-Connected Disability

Sample service-connected disability rates of active participants are provided in the table
below.

Rates of Svc Disability

General General
Age Male Female Safety
22 0.066% 0.022% 0.050%
27 0.066% 0.030% 0.088%
32 0.066% 0.051% 0.165%
37 0.066% 0.073% 0.302%
42 0.380% 0.094% 0.566%
47 0.380% 0.123% 0.995%
52 0.226% 0.159% 1.713%
57 0.226% 0.204% 2.633%
62 0.226% 0.249% 0.000%

10. Rates of Nonservice-Connected Disability

Sample nonservice-connected disability rates of active participants are provided in the
table below. ‘

Rates of Non-Svc Disability

General General Safety  Safety

Age Male Female Male Female
22 0.051% 0.053% 0.000% 0.000%
27 0.068% 0.067% 0.003% 0.006%
32 0.086% 0.081% 0.005% 0.010%
37 0.108% 0.102% 0.009% 0.019%
42 0.138% 0.138% 0.028% 0.057%
47 0.178% 0.197% 0.082% 0.164%
52 0.225% 0.267% 0.167% 0.334%
57 0.286% 0.337% 0.265% 0.529%
62 0.362% 0.408% 0.000% 0.000%

11. Rates of Mortality for Healthy Lives

Mortality rates for active members, retirees, beneficiaries, terminated vested and
reciprocal members are based on the sex distinct Retired Pensioner (RP) 2000 Combined
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Healthy Tables, published by the Society of Actuaries, with Generational Projection
using Projection Scale BB.

Rates of Mortality for Disabled Retirees

Mortality rates for active members, retirees, beneficiaries, terminated vested and
reciprocal members are based on the sex distinct Retired Pensioner (RP) 2000 Combined
Healthy Tables, published by the Society of Actuaries, with Generational Projection
using Projection Scale BB, set-forward eight years for males and females.
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Rates of retirement are based on age according to the following table.

Rates of Retirement

General Male General Female Safety

Years of Service Years of Service Years of Service
Age 5-9 -10-29 30+ 5-9 10-29 30+ 10-29 20+
45 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00% 5.00%
46 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00% 5.00%
47 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 5.00%
48 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 6 0.00% 5.00%
49 0.00% 0.00% 0.00%; 0.00% 0.00% 0.00% 0.00% 5.00%
50 5.00% 5.00% 5.00% 5.00% 2.00% 7.00%  10.00% 15.00%
51 5.00% 5.00% 5.00% 5.00% 2.00% 7.00%_ 5.00% 10.00%
52 5.00% 5.00% 5.00% 5.00% 2.00% 7.00%_ 5.00% 10.00%
53 5.00% 5.00% 5.00%i 5.00% 2.00% 7.00%, 5.00% 20.00%
54 5.00% 5.00% 5.00% 5.00% 3.00% 7.00%; 5.00% 20.00%
55 5.00% 5.00% 15.00% 5.00% 4.00% 15.00% 6 5.00% 30.00%
56 5.00% 5.00% 15.00% 5.00%  7.00% 15.00%; 5.00% 20.00%
57 5.00% 5.00% 15.00% 5.00%  7.00% 15.00%, 5.00% 20.00%
58 5.00%  7.50% 20.00%; 5.00% 10.00% 20.00%_ 5.00% 20.00%
59 5.00%  7.50% 25.00%i 5.00% 10.00% 25.00%_ 5.00% 20.00%
60 7.50% 15.00% 25.00%; 7.50% 10.00% 25.00% 5.00% 20.00%
61 7.50% 20.00% 35.00%; 7.50% 15.00% 35.00%; 25.00% 25.00%
62 7.50% 25.00% 40.00%, 7.50% 25.00% 35.00%; 25.00% 50.00%
63 7.50% 25.00% 35.00% 7.50% 25.00% 35.00% 25.00% 50.00%
64 7.50% 25.00% 35.00% 7.50% 25.00% 35.00%_ 25.00% 50.00%
65 15.00% 30.00% 50.00%_ 15.00% 25.00% 50.00% 100.00% 100.00%
66 15.00% 30.00% 50.00%_ 15.00% 25.00% 50.00%_ 100.00% 100.00%
67 15.00% 30.00% 40.00%_ 15.00% 35.00% 40.00%| 100.00% 100.00%
68 15.00% 30.00% 30.00%. 15.00% 35.00% 30.00%; 100.00% 100.00%
69 15.00% 30.00% 30.00%] 15.00% 35.00% 30.00%_ 100.00% 100.00%
70 100.00% 100.00% 100.00%k 100.00% 100.00%

100.00% 100.00% 100.00%

{ HEIRON

55



Case 12-32118 Filed 08/11/14 Doc 1664

SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

A. Definitions

Compensation:

Credited Service:

Final
Compensation:

General Member:

Public Service:
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SUMMARY OF PLAN PROVISIONS

Compensation means the cash remuneration for services paid by the
employer. It includes base pay and certain differential, incentive, and
special pay allowances defined by the Board of Retirement. Overtime is
excluded, with the exception of overtime paid under the Fair Labor
Standards Act that is regular and recurring.

PEPRA: For members joining the Plan on and after January 1, 2013 (Tier
IT Members), only pensionable compensation up to the Social Security
Taxable Wage Base ($113,700 for 2013) will count for computing Plan
benefits and employee contributions and employer contributions for those
participating in Social Security. For those not participating in Social
Security, the compensation cap is 120% of the Taxable Wage Base
($136,440 for 2013.) In addition, it is possible that some sources of
compensation, such as any payments deemed to be terminal or special
pays, may be excluded from benefit and contribution computations for
Tier II Members.

In general, Credited Service is earned for the period during which Member
Contributions are paid.

Temporary service for which the Member was not credited, or service for
which the Member withdrew his or her Member Contributions, may be
purchased by paying or repaying the Member Contributions with interest.
Credit for up to twelve months of a medical leave of absence and all
military leaves of absence may also be purchased.

Public Service (see below) is part of Credited Service for the cbmputation
of benefits only, not for eligibility for benefits or for vesting.

Final Compensation means the highest average Compensation earned
during any twelve consecutive months of the Member’s employment.

PEPRA: For Tier II Members, highest average Compensation will be
based on the highest thirty-six consecutive months, rather than 12 months.

Any Member who is not a Safety Member is a General Member.

The Member may elect to purchase Public Service for time spent while
employed in another recognized public agency. The public agency must
have a reciprocal agreement with the Plan or be one of several specified
municipalities, counties, special districts, or State and Federal agencies.

]
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Safety Member:

B. Membership

Eligibility:

Member
Contributions:

ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX C
SUMMARY OF PLAN PROVISIONS

Public Service cannot be purchased if it is used for eligibility for another
pension.

The cost to purchase Public Service is twice the Member Contributions
and interest applicable for the period of time purchased. Public Service is
used to compute benefits, but does not count toward eligibility for benefits
or vesting.

Any sworn Member engaged in law enforcement, probation, or fire
suppression is a Safety Member.

All full-time, permanent employees of San Joaquin County and other
participating special districts become Members on their date of
appointment. Membership is mandatory; only elected officials and
members who are age 60 or older at the time of employment in a position
requiring membership in SICERA may choose not to participate.

PEPRA: A New Member is any Member joining the Plan for the first time
on or after January 1, 2013. Employees who transfer from and are eligible
for reciprocity with another public employer will not be Tier Il Members
if their service in the reciprocal system was under a pre-PEPRA tier.
Employees who were Members of SJCERA prior to January 1, 2013 and
experienced a break in service of more than six months and then were
reemployed by a different SICERA-participating employer on or after
January 1, 2013 will be considered Tier II Members for all subsequent
service.

Each Member contributes a percentage of Compensation to the Plan
through payroll deduction. The percentage contributed depends on the
Member’s age upon joining the Plan. Representative rates are shown in
Table 1 below (complete rate tables in appendix).

Members covered by Social Security have their contributions reduced by
one-third on the first $161.54 of biweekly Compensation. General
Members who joined the Plan prior to March 7, 1973 and who have
earned 30 years of Credited Service do not contribute; Safety Members do
not contribute after earning 30 years of Credited Service.
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Tier I Member Contribution Rates (Basic Rates)

20
25
30
35
40
45

General Member Rate Safety M ember Rate
Entry Age 1 $350/month Over $350 1% $350/month Over $350
1.83% 2.74% 3.00% 4.50%
2.07% 3.11% 3.19% 4.78%
2.27% 3.40% 3.39% 5.08%
2.48% 3.72% 3.61% 5.41%
2.71% 4.07% 3.86% 5.79%
2.99% 4.48% 4.13% 6.20%
3.27% 4.91% 4.07% 6.11%

50

PEPRA: Tier II Members must contribute half of the normal cost of the

- Plan. Contributions for these Members will be based on the Normal Cost

associated with their benefits; General and Safety members will pay
different rates.

Tier IT Members will pay a single contribution rate, not a rate based on
entry age. All Tier II Members are expected to continue contributing after
earning 30 years of service.

General Member Rate Safety Member Rate
8.82% 14.49%

Interest is credited semiannually to each Member’s accumulated
contributions. The crediting rate is set by the Board; the current semi-
annual rate is 3.80%, for an effective annual rate of 7.75%. The crediting
rate will change to 7.50% effective January 1, 2014.

C. Service Retirement:

Eligibility:

General Members are eligible to retire at age 50 if they have earned five
years of Credited Service and have passed the tenth anniversary of their
membership in the Plan. Alternatively, General Members are eligible to
retire at any age after having earned 30 years of Credited Service, or upon
reaching age 70 with no service requirement.

Safety Members are eligible to retire at age 50 if they have earned five
years of Credited Service and have passed the tenth anniversary of their
membership in the Plan. Alternatively, Safety Members are eligible to
retire at any age after having earned 20 years of Credited Service.
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Benefit Amount:
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PEPRA: Tier II General Members are eligible to retire upon attaining age
52 and completing five or more years of service. Tier II Safety Members

- are eligible to retire upon attaining age 50 and completing five or more

years of service. Tier II Members are eligible to retire, regardless of
service, after attaining age 70.

The Service Retirement Benefit payable to General Members is equal to .
the percentage in Table 3 below multiplied by the Member’s Final
Compensation. The Service Retirement Benefit payable to Safety
Members is equal to the percentage in Table 4 below multiplied by the
Member’s Final Compensation. The percentage of Final Compensation
may not exceed 100%.
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Table 3: General Members (CERL Section 31676.14)

Service i 46 47 48 49 50 51 52 53 54 55 56 57 58 59 60 61 62 63 64 65
10 1475815671 16.67117.415§1841819.48520.61§21.82i22.68§23.54124.40825.26§26.11:26.11§26.11§26.11
11 16.23817.23518.33819.15:20.253821.42§22.67;24.00§24.95;25.89§26.84:27.78428.72:28.72428.72§28.72
12 17.70§18.80§20.00520.89£22.10§23.37§24.73426.19§27.22:28.25§20.28:30.31§31.34:31.34§31.34:31.34
13 19.18:20.36521.67822.64£23.94825.32:26.79:28.37:29.48430.60§31.72:32.83133.95833.95¢33.95§33.95
14 20.65821.935823.333824.38525.78327.27:28.85§30.55§31.75§32.95834.16:35.364§36.56:36.56536.56136.56
15 22.13823.50§25.00826.12§27.62329.22§30.91132.73§34.02§35.31§36.60§37.88839.17§39.17§39.17§39.17
16 23.60§25.06826.67527.86:29.46331.16§32.97:34.92:36.29§37.66839.04:40.41841.78§41.78:41.78541.78
17 25.08i26.63§28.33829.60831.30133.11§35.03137.10:38.56§40.01:41.47§429314439:4439:44.39744.39
18 26.55828.20830.00831.34§33.14335.06:37.09§39.28:40.82842.37§43.91§45.46}47.00§47.00§47.00§47.00
19 28.03829.76531.67833.08534.98137.01§39.165§41.46§43.09:44.72§46.35§47.98§49.61§49.61§49.61549.61
20 29.50£31.33§33.33:34.82836.83138.95541.22243.64:45.36§47.08348.79:50.51§52.23§52.23§52.234§52.23
21 30.98§32.90835.00:36.57§38.67340.90843.28545.83:147.63849.435351.23:53.04:54.84:54.84354.84754.84
22 32.45834.46536.67:38.31§40.51342.85845.34548.01§49.90§51.78353.67{55.56{57.45857.45§57.45357.45
23 3393i36.03538.33540.05§42.35844.80547.40§50.19852.16§54.14356.11£58.09§60.06§60.06;60.06360.06
24 35.40§37.60§40.00841.79§44.19346.74:49.46352.37§54.43§56.49158.55:60.61362.67 62.67§62.67362.67
25 36.88§39.16;41.673143.53146.03148.69:51.52§54.56156.70§58.85360.99£63.14§65.28§65.28{65.28565.28
26 38.35840.73§43.33345.27§47.87450.64853.58556.74358.97:61.203863.43:65.66:67.89:67.89§67.89767.89

- 27 39.83i42.30£45.00347.01549.72£52.59:55.64;58.92i61.24;63.55365.87:68.19§70.51£70.51§70.51§70.51
28 41.30§43.86§46.673148.75851.563854.54557.70861.10§63.50:65.91§68.31:70.713§73.12§73.12;73.12§73.12
29 42.78%4543148.33§50.49§53.40§56.48.59.76163.28165.77§68.26170.75873.24875.73§75.73{75.733§75.73
30 3528:37.27139.41541.73§44.25847.00850.00§52.24855.243§5843£61.82}65.47i68.04570.61§73.19F75.77§78.34;{78.34;78.34178.34
31 38.51§40.72843.12845.73148.56:51.67153.98557.08460.38163.88]67.65§70.31;72.97§75.63£78.29880.9580.95{80.95:80.95
32 42.04544.51§47.20150.13§53.33955.72:58.92§62.33165.95§69.83§72.58:75.32§78.07:80.8283.56:83.56}83.56783.56
33 4590348.683§51.69455.00157.46:60.76564.27168.01372.01§74.84§77.68380.51:83.34586.17£86.17:86.17386.17
34 50.15153.26§56.67559.20:62.60§66.22870.07§74.19§77.11580.03§82.95:85.87388.78:88.78;88.78:88.78
35 54.83§58.33160.945§64.45368.17§72.13176.38§79.38:82.38485.39:88.39§91.40891.40§91.40§91.40
36 60.00§62.68166.29§70.12£74.19§78.56:81.655§84.74387.83190.92894.01894.0194.01394.01
37 64.42568.13§72.06176.25180.74:83.92{87.09§90.27:93.44196.62§96.62§96.62{96.62
38 69.97374.01§78.31582.92£86.18§89.44392.71:95.97§99.23199.23§99.23§99.23
39 75.96:80.37885.11:88.45:91.80:95.15§98.4%9¢ 100 100 100 100
40 82.43487.29§90.72§94.15297.59¢ 100
41 89.47:92.99:96.517 100
42 95.26£98.86
43 100
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Table 4: Safety Members (CERL Section 31664.1)

Servicep 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55
10 30.00  30.00  30.00 ; 30.00 § 30.00 { 30.00
11 33.00 ¢ 33.00 § 33.00 : 33.00 { 33.00 ; 33.00
12 36.00 § 36.00 ¢ 36.00 { 36.00 § 36.00 | 36.00
13 39.00 § 39.00 { 39.00 | 39.00 { 39.00 { 35.00
14 42.00 | 42.00 | 42.00 ; 42.00 ; 42.00 § 42.00
15 45.00 § 45.00 ; 45.00 | 45.00 { 45.00 § 45.00
16 48.00 | 48.00 § 48.00 § 48.00 | 48.00 ; 48.00
17 51.00 § 51.00 | 51.00 § 51.00 { 51.00 ; 51.00
18 54.00 § 54.00 | 54.00 § 54.00 ; 54.00 ; 54.00
19 57.00 { 57.00 ; 57.00 | 57.00 { 57.00 § 57.00
20 §37.55(39.75]42.02] 44.38 46.83 49.36; 52.07 54.51; 57.13§ 60.00 { 60.00 ; 60.00 ; 60.00 § 60.00 | 60.00
21 41.74] 44131 46.6 1 49.17{ 51.82] 54.67¢ 57.24} 59.99 63.00 { 63.00 § 63.00 ; 63.00 | 63.00 | 63.00
22 46.23 7 48.821 51.51§54.291 5727} 59.961 62.85| 66.00 | 66.00 | 66.00 | 66.00 | 66.00 } 66.00
23 51.047 53.85]56.761 59.887 62.691 65.7 : 69.00 A 69.00 { 69.00 } 69.00 : 69.00 t 69.00
24 56.2 §159.231 62.487 6541 68.56; 72.00 | 72.00 § 72.00 §{ 72.00 | 72.00 { 72.00
25 61.7 1 65.091 68.14; 71.42¢ 75.00 | 75.00 ; 75.00 ; 75.00 ; 75.00 | 75.00
26 67.697 70.86 ¢ 74.27F 78.00 ; 78.00 ¢ 78.00 ; 78.00 | 78.00 ; 78.00
27 73.59% 77.13; 81.00 { 81.00 | 81.00 ;§ 81.00 { 81.00 ¢ 81.00
28 79.98 84.00 | 84.00 | 84.00 {-84.00 } 84.00 ; 84.00
29 87.00 § 87.00 : 87.00 | 87.00 ; 87.00 | 87.00
30 90.00 | 90.00 § 90.00 § 90.00 ; 90.00 § 90.00
31 93.00 | 93.00 { 93.00 } 93.00 § 93.00 § 93.00
32 96.00 ¢ 96.00 { 96.00 } 96.00 § 96.00 } 96.00
33 99.00 ¢ 99.00 | 99.00 | 99.00 § 99.00 } 99.00
34 100.00} 100.00{ 100.00f 100.00¢ 100.00{ 100.00
35 100.00; 100.00§ 100.00¢ 100.00¢ 100.00
36 100.00¢100.00{ 100.00¢ 100.00
37 100.00¢100.00; 100.00
38 100.00{ 100.00
39 100.00
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Form of Benefit:
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APPENDIX C
SUMMARY OF PLAN PROVISIONS

Table 5: Social Security Adjustment

Age at General Safety Member
Retirement Membft r Reduction
. Reduction
46 $1.372 $2.879
47 $1.449 $3.037
48 $1.533 $3.180
49 $1.623 $3.333
50 $1.721 $3.500
51 $1.828 $3.500
52 $1.944 $3.500
53 $2.031 $3.500
54 $2.148 $3.500
55 $2.272 $3.500
56 $2.404 $3.500
57 $2.546 $3.500
58 $2.646 $3.500
59 $2.746 $3.500
60 $2.846 $3.500
61 $2.946 $3.500
62 $3.046 $3.500
63 $3.046 $3.500
64 $3.046 $3.500
65 $3.046 $3.500

PEPRA: For Tier II General Members, the benefit multiplier will be 1% at

age 52, increasing by 0.1% for each year of age to 2.5% at 67. For Tier II

Safety Members, the benefit multiplier will be 2% at age 50, increasing by
0.1% for each year of age to 2.7% at age 57. In between exact ages, the
multiplier will increase by 0.025% for each quarter year increase in age.

The Service Retirement Benefit will be paid monthly beginning at
retirement and for the life of the Member. If the member selects the
unmodified benefit form, in the event of the Member’s death 60% of the
benefit will continue for the life of the Member’s spouse or to the age of
majority of dependent minor children if there is no spouse. In the event
there is no surviving spouse or minor children, any unpaid remainder of
the Member’s accumulated contributions will be paid to the Member’s
designated beneficiary.

Actuarially equivalent optional benefit forms are also available.
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Annually on April 1, benefits are adjusted to reflect changes in the CPI for
the San Francisco Bay Area. Annual adjustments may not exceed 3%, but
changes in CPI in excess of 3% are “banked” and used for future
adjustments when changes in CPI are less than 3%.

In addition, ad hoc cost of living adjustments have been granted in the past
and may be granted in the future.

A lump sum benefit of $5,000 will be payable upon the death of a retired
member.

PEPRA: No change.

D. Service-Connected Disability

Eligibility:

Benefit Amount:

Form of Benefit:

Members are eligible for Service-Connected Disability Retirement
benefits at any age if they are permanently disabled as a result of injuries
or illness sustained in the line of duty.

PEPRA: No change.

The Service-Connected Disability Retirement Benefit payable to Members
is equal to the greater of 50% of their Final Compensation or — if the
Member is eligible at disability for a Service Retirement Benefit — the
Service Retirement Benefit accrued on the date of disability.

Members who return to work at a different position with lower pay may
receive a Supplemental Disability Allowance that, when added to their
new pay, may bring the Member’s total income up to the current pay for
his or her position at the time of disability. The Supplemental Disability
Allowance may not exceed the Service-Connected Disability Retirement
benefit.

PEPRA: No change.

The Service-Connected Disability Retirement Benefit will be paid
monthly beginning at the effective date of disability retirement and for the
life of the Member; in the event of the Member’s death, 100% of the
benefit will continue for the life of the Member’s spouse or to the age of
majority of dependent minor children if there is no spouse. In the event
there is no surviving spouse or minor children, any unpaid remainder of
the Member’s accumulated contributions will be paid to the Member’s

“designated beneficiary.
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Actuarially equivalent optional benefit forms are also available.

Annually on April 1, benefits are adjusted to reflect changes in the CPI for
the San Francisco Bay Area. Annual adjustments may not exceed 3%, but
changes in CPI in excess of 3% are “banked” and used for future
adjustments when changes in CPI are less than 3%.

In addition, ad hoc cost of living adjustments have been granted in the past
and may be granted in the future.

A lump sum benefit of $5,000 will be payable upon the death of a retired
member.

E. Nonservice-Connected Disability

Eligibility:

Benefit Amount:

Members are eligible for Nonservice-Connected Disability Retirement
benefits if they are permanently disabled at any age after earning five
years of Credited Serv1ce or after becoming eligible for a deferred vested
benefit.

PEPRA: No change.

The Nonservice-Connected Disability Retirement Benefit payable to
General Members is equal to the greatest of: '

. 1.5% of Final Compensation at disability multiplied by years of
Credited Service at disability;
o 1.5% of Final Compensation at disability multiplied by years of

Credited Service projected to age 65, but not to exceed one-third of
Final Compensation; or

o If the Member is eligible at disability for a Service Retirement
Benefit, the Service Retirement Benefit accrued on the date of
disability.

The Nonservice-Connected Disability Retirement Benefit payable to
Safety Members is equal to the greatest of:

o 1.8% of Final Compensation at disability multiplied by years of

o Credited Service at disability;
1.8% of Final Compensation at disability multiplied by years of
Credited Service projected to age 55, but not to exceed one-third of
Final Compensation; or
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e - Ifthe Member is eligible at disability for a Service Retirement
Benefit, the Service Retirement Benefit accrued on the date of
disability.

Members who return to work at a different position with lower pay may
receive a Supplemental Disability Allowance that, when added to their
new pay, may bring the Member’s total income up to the current pay for
his or her position at the time of disability. The Supplemental Disability
Allowance may not exceed the Nonservice-Connected Disability
Retirement benefit.

PEPRA: The Nonservice-Connected Disability Retirement Benefit for
Tier II Members will be based on the definitions of Pensionable
Compensation and Final Compensation applicable to Tier II Members.

The Nonservice-Connected Disability Retirement Benefit will be paid
monthly beginning at the effective date of disability retirement, and for the
life of the Member; in the event of the Member’s death, 60% of the benefit
will continue for the life of the Member’s spouse or to the age of majority
of dependent minor children if there is no spouse. In the event there is no
surviving spouse or minor children, any unpaid remainder of the
Member’s accumulated contributions will be paid to the Member’s
designated beneficiary.

Actuarially equi\}alent optional benefit forms are also available.

Annually on April 1, benefits are adjusted to reflect changes in the CPI for
the San Francisco Bay Area. Annual adjustments may not exceed 3%, but
changes in CPI in excess of 3% are “banked” and used for future
adjustments when changes in CPI are less than 3%.

In addition, ad hoc cost of living adjustments have been granted in the past
and may be granted in the future.

A lump sum benefit of $5,000 will be payable upon the death of a retired
member.

F. Service-Connected Death

Eligibility:

A Member’s survivors are eligible to receive Service-Connected Death
benefits if the Member’s death resulted from injury or illness sustained in
connection with the Member’s duties.

PEPRA: No change.
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The Service-Connected Death benefit payable to a surviving spouse or
minor children will be 50% of the Member’s Final Compensation.

In the event the Member’s death was caused by external violence or
physical force, an additional benefit of 25% of the above basic benefit will
be paid for the first minor child, 15% for the second, and 10% for the
third.

Furthermore, for Safety Members only, there will be an additional lump
sum benefit of 12 months of pay at the time of death.

PEPRA: The Service-Connected Death Benefit for Tier II Members will
be based on the definitions of Pensionable Compensation and Final
Compensation applicable to Tier II Members.

The Service-Connected Death Benefit will be paid monthly beginning at
the Member’s death and for the life of the surviving spouse or to the age
of majority of dependent minor children if there is no spouse.

Annually on April 1, benefits are adjusted to reflect changes in the CPI for
the San Francisco Bay Area. Annual adjustments may not exceed 3%, but
changes in CPI in excess of 3% are “banked” and used for future
adjustments when changes in CPI are less than 3%.

In addition, ad hoc cost of living adjustments have been granted in the past
and may be granted in the future.

G. Nonservice-Connected Death

Eligibility:

Benefit Amount:

A Member’s survivors are eligible to receive Nonservice-Connected Death
benefits if the Member’s death arose from causes unrelated to the
Member’s duties.

PEPRA: No change.

In the event the Member had earned fewer than five years of Credited
Service and has no or insufficient reciprocity service from another system,
the Nonservice-Connected Death benefit will be a refund of the Member’s
accumulated contributions with interest plus a payment of one month of
Final Compensation for each year of Credited Service, not to exceed six
months.
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In the event the Member had earned five or more years of Credited
Service, the Nonservice-Connected Death benefit payable to a surviving
spouse or minor children will be 60% of the amount the Member would
have received as a Nonservice- Connected Dlsablllty Retlrement Benefit
on the date of death. : :

PEPRA: The Nonservice-Connected Death Benefit for Tier II Members
will be based on the definitions of Pensionable Compensation and Final
Compensation applicable to Tier II Members.

For Members who had earned fewer than five years of Credited Service at
death, the benefit will be paid as a lump sum.

For Members with five or more years of Credited Service, the Nonservice-
Connected Death Benefit will be paid monthly beginning at the Member’s
death and for the life of the surviving spouse or to the age of majority of
dependent minor children if there is no spouse.

Annually on April 1, benefits are adjusted to reflect changes in the CPI for
the San Francisco Bay Area. Annual adjustments may not exceed 3%, but
changes in CPI in excess of 3% are “banked” and used for future
adjustments when changes in CPI are less than 3%.

In addition, ad hoc cost of living adjustments have been granted in the past
and may be granted in the future.

H. Withdrawal Benefit:

Eligibility:

Benefit Amount:

Form of Benefit:

A Member is eligible for a Withdrawal Benefit upon termination of
employment.

The Withdrawal Benefit is a refund of the Member’s accumulated
Contributions with interest. Upon receipt of the Withdrawal Benefit the
Member forfeits all Credited Service.

The Withdrawal Benefit is paid in a lump sum upon election by the
Member.

I. Deferred Vested Benefit:

Eligibility:

A Member is eligible for a Deferred Vested Benefit upon termination of
employment after earning five years of Credited Service, including
reciprocity service from another system. The Member must leave his or
her Member Contributions with interest on deposit with the Plan.
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The Deferred Vested Benefit is computed in the same manner as the
Service Retirement Benefit, but it is based on Credited Service and Final
Compensation on the date of termination.

Tables 2 and 3 are extended for service under ten years using benefit
multipliers of one-sixtieth per year of Credited Service at age 52 (General)
or 3% per year of Credited Service at age 50 (Safety), with adjustments for
earlier or later retirement under Sections 31676.14 and 31664.1,
respectively, of the County Employees Retirement Law of 1937.

PEPRA: For Tier II Members, the Deferred Vested Benefit will be based
on the new benefit formulas, and will be based on the definitions of
Pensionable Compensation and Final Compensation applicable to Tier II
Members.

The Deferred Vested Benefit will be paid monthly beginning at retirement
and for the life of the Member; in the event of the Member’s death, 60%
of the benefit will continue for the life of the Member’s spouse or to the
age of majority of dependent minor children if there is no spouse. In the
event there is no surviving spouse or minor children, any unpaid
remainder of the Member’s accumulated contributions will be paid to the
Member’s designated beneficiary.

PEPRA: For Tier II Members, the Deferred Vested Benefit may
commence at the service retirement eligibility criteria (age 52 for General,
age 50 for Safety.)

Actuarially equivalent optional benefit forms are also available.

Annually on April 1, benefits are adjusted to reflect changes in the CPI for
the San Francisco Bay Area. Annual adjustments may not exceed 3%, but
changes in CPI in excess of 3% are “banked” and used for future

adjustments when changes in CPI are less than 3%.

In addition, ad hoc cost of living adjustments have been granted in the past
and may be granted in the future.

A lump sum benefit of $5,000 will be payable upon the death of a retired
member.
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J. Reciprocal Benefit:

Eligibility:

A Member is eligible for a Reciprocal Benefit upon termination of
employment and entry, within a specified period of time, into another
retirement system recognized as a reciprocal system by the Plan. In
addition, the Member must leave his or her Member Contributions with
interest on deposit with the Plan.

Benefit Amount: The Reciprocal Benefit is computed in the same manner as the Service

Retirement Benefit, but it is based on Credited Service on the date of
termination and Final Compensation on the date of retirement; Final
Compensation is based on the highest of the Compensation earned under
this Plan or the reciprocal plan.

PEPRA: For Tier II Members, the Reciprocal Benefit will be based on the
new benefit formulas, and will be based on the definitions of Pensionable
Compensation and Final Compensation applicable to Tier Il Members. -

- Form of Benefit: The Reciprocal Benefit will be paid monthly beginning at retirement and

for the life of the Member; in the event of the Member’s death, 60% of the
benefit will continue for the life of the Member’s spouse or to the age of
majority of dependent minor children if there is no spouse. In the event
there is no surviving spouse or minor children, any unpaid remainder of
the Member’s accumulated contributions will be paid to the Member’s
designated beneficiary.

PEPRA: For Tier II Members, the Reciprocal Benefit may commence at
the service retirement eligibility criteria (age 52 for General, age 50 for
Safety.) '

Actuarially equivalent optional benefit forms are also available.

Annually on April 1, benefits are adjusted to reflect changes in the CPI for
the San Francisco Bay Area. Annual adjustments may not exceed 3%, but
changes in CPI in excess of 3% are “banked” and used for future

adjustments when changes in CPI are less than 3%.

In addition, ad hoc cost of living adjustments have been granted in the past
and may be granted in the future.

A lump sum benefit may be payable upon the death of a retired Member
by the last system under which the Member’s service was covered.
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The assumptions and methods used in prior actuarial valuations:

Actuarial Assumptions

1.

Valuation Date
All assets and actuarial liabilities were computed as of January 1, 2012.
Rate of Return

The annual rate of return on all Plan assets was assumed to be 7.75%, net of investment
and administrative expenses.

Cost of Living

The cost of living as measured by the Consumer Price Index (CPI) increased at the rate
of 3.25% per year.

Post Retirement COLA
Benefits were assumed to increase after retirement at the rate of 2.7% per year.
Increases in Pay

Assumed pay increases for active Members consisted of increases due to base salary
adjustments plus service-based increases due to longevity and promotion, as shown
below:

Pay Increases

Years of Service
<5 5-29 30+
Base Increase 3.50% 3.50% 3.50%
Longevity & Promotion
General 3.86% 0.96%  0.00%
Safety 4.83% 1.93% 1.93%
Total (Compound)
General 7.49%  4.50%  3.50%
Safety 8.50% 5.50% 5.50%
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Mortality Improvement

No mortality improvement was explicitly assumed; however we built a margin in our
mortality assumption between the actual and expected number of deaths in order to
assume some future mortality improvements. The experience study report for the period
covering January 1, 2007 to December 31, 2009 contains a full description of these
margins. :

. Mortality

Rates of mortality for active and retired Members and their beneficiaries were specified
by the Retired Pensioners (RP) 2000 tables published by the Society of Actuaries
(projected from 2000 to 2010 using Scale AA), with a one year age setback for female
members

All deaths among active General members were assumed to be non-duty.

. Duty Related Mortality

Duty related deaths were assumed for Safety Members according to a 1981 Table.
Representative rates were as follows:

Age Rate
30 0.03%
35 0.04%
40 0.05%
45 0.06%
50 0.07%
55 0.08%
60 0.00%

. Disabled Member Mortality

Rates of mortality for disabled Members were specified by the Retired Pensioners (RP)
2000 tables published by the Society of Actuaries (projected from 2000 to 2010 using
Scale AA), with a five year age set-forward for male Members and a six year age set-
forward for female Members.

. Service Retirement

Retirement was assumed to occur among General Members and Safety Members in
accordance with the tables below:

{HEIRON 71



Case 12-32118 Filed 08/11/14 Doc 1664

SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX D
STATEMENT OF PRIOR ACTUARIAL ASSUMPTIONS AND METHODS

General Members
Yearsof 4, 10-29 30 +
Service:

Age Both Male Female Male Female
50 0.0% 2.0% 2.0% 5.0% 7.0%
51 0.0% 2.0% 2.0% 5.0% 7.0%
52 0.0% 2.0% 2.0% 5.0% 7.0%
53 0.0% . 3.0% 2.0% 5.0% 7.0%
54 1.0% 3.0% 3.0% 5.0% 7.0%
55 1.0% 5.0% 4.0% 15.0% 15.0%
56 1.0% 5.0% 7.0% 15.0% 15.0%
57 1.0% 5.0% 7.0% 15.0% 15.0%
58 1.0% 7.5% 7.0% 20.0% 20.0%
59 1.0% 7.5% 10.0% 25.0% 25.0%
60 1.0% 7.5% 10.0% 25.0% 25.0%
61 1.0% 7.5% 15.0% 35.0% 35.0%
62 1.0% 40.0% 25.0% 40.0% 35.0%
63 1.0% 25.0% 25.0% 35.0% 35.0%
64 1.0% 25.0% 25.0% 35.0% 35.0%
65 5.0% 50.0% 50.0% 50.0% 50.0%
66 5.0% 50.0% 50.0% 50.0% 50.0%
67 5.0% 40.0% 40.0% 40.0% 40.0%
68 5.0% 30.0% 30.0% 30.0% 30.0%
69 5.0% 30.0% 30.0% 30.0% 30.0%

70+ 100.0% 100.0% 100.0% 100.0% 100.0%

Safety Members

Years of Service

Age 10-19 20+

45-49 0.0% 1.0%
50 10.0%  10.0%

51-52 5.0% 5.0%
53-60 5.0% 20.0%
61 25.0%  25.0%
62-64 25.0%  50.0%
65+ 100.0% 100.0%
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10. Service-Connected Disability

Separate rates of duty disability were assumed among male and female General
Members; rates for both sexes were combined for Safety Members. Below are sample
rates:

General General

Male Female
22 0.066% 0.032% 0.072%
27 0.066% 0.043% 0.125%
32 0.066% 0.073% 0.235%
37 0.066% 0.104% 0.432%
42 0.380% 0.134% 0.809%
47 0.380% 0.175% 1.421%
52 0.226% 0.227% 2.447%
57 0.226% 0.291% 3.762%
62 0.226% 0.356% 0.000%

Age Safety

11. Non Service-Connected Disability

Separate rates of ordinary disability were assumed among male and female General and
Safety Members. All rates were applied after five Years of Service. Sample rates are
shown below.

General General Safety  Safety

Male Female Male Female
22 0.051% 0.076% 0.000% 0.000%
27 0.068% 0.095% 0.005% 0.009%
32 0.086% 0.115% 0.007% 0.014%
37 0.108% 0.145% 0.014% 0.027%
42 0.138% 0.197% 0.041% 0.081%
47 0.178% 0.281% 0.117% 0.234%
52 0.225% 0.381% 0.239% 0.477%
57 0.286% 0.482% 0.378% 0.756%
62 0.362% 0.583% 0.000% 0.000%

12. Withdrawal

Rates of withdrawal applied to active Members who terminated their employment and
withdrew their member contributions, forfeiting entitlement to future Plan benefits.
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The rates shown in the sample table below were not applied to Members eligible for-
service retirement, or to Safety members age 60 or older

Service General Safety
0 12.0% 8.0%

1 7.0%  7.0%
2 40%  5.0%
3 40%  2.0%
4 40%  2.0%

5-9 1.5% 1.0%
10-19 0.5% 0.0%
20+ 0.0% 0.0%

13. Pay for Benefits

No allowance had been made for special increases in Compensation prior to termination
or retirement. In particular, no special terminal payouts or pay increases were assumed to
increase Final Compensation at retirement; however expected pensionable pay in excess
of base pay was included in the determination of valuation pay for each member.

14. Family Composition

50% of female members and 70% of males were assumed to be married. Male spouses
were assumed to be three years older than their wives.

80% of male members and 50% of female members who died during active service were
assumed to have a spouse or minor child eligible for a monthly survivor’s benefit.
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Employment Status
No future transfers among member groups were assumed.

Deferral Age

Terminated vested members were assumed to commence benefits at age 56 for General
and age 55 for Safety. :

Vested Termination with Deferred Benefit

Rates of vested termination applied to active Members who terminated their employment
after five years of service and left their member contributions on deposit with the Plan,
and thus were entitled to a deferred benefit. Alternatively, those who terminated their
employment with less than five years of service could leave their member contributions
with the Plan and transfer to a reciprocal employer, therefore retaining entitlement to
future Plan benefits.

Service General Safety
0-4 0.75%  0.75%
5-9 3.00%  2.50%

10-19  3.00%  1.00%
20-29 1.50%  0.00%
30+ 0.00%  0.00%

No terminations were assumed for participants who were eligible for retirement, or
among Safety members age 50 or older. For all members who terminated with less than
five years of service, 100% were assumed to go to work with a reciprocal employer. For
General members who terminated with at least five years of service, 25% were assumed
to go to work with a reciprocal employer. This rate was 50% for Safety members.
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Actuarial Assumptions

Assumptions as to the occurrence of future events affecting pension costs such as mortality,
withdrawal, disability, retirement, changes in compensation, and rates of investment return.

Actuarial Cost Method

A procedure for determining the Actuarial Present Value of pension plan benefits and
expenses and for developing an allocation of such value to each year of service, usually in
the form of a Normal Cost-and an Actuarial Liability.

Actuarial Gain (Loss)

The difference between actual experience and that expected based upon a set of Actuarial
Assumptions during the period between two Actuarial Valuation dates, as determined in
accordance with a particular Actuarial Cost Method.

Actuarial Liability

The portion of the Actuarial Present Value of Projected Benefits which will not be paid by
future Normal Costs. It represents the value of the past Normal Costs with interest to the
valuation date.

Actuarial Present Value (Present Value)

The value as of a given date of a future amount or series of payments. The Actuarial Present
Value discounts the payments to the given date at the assumed investment return and
includes the probability of the payment being made.

Actuarial Valuation

The determination, as of a specified date, of the Normal Cost, Actuarial Liability, Actuarial
Value of Assets, and related Actuarial Present Values for a pension plan.
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Actuarial Value of Assets

The value of cash, investments and other property belonging to a pension plan as used by the
actuary for the purpose of an Actuarial Valuation. The purpose of an Actuarial Value of
Assets is to smooth out fluctuations in market values.

Actuarially Equivalent

Of equal Actuarial Present Value, determined as of a given date, with each value based on
the same set of actuarial assumptions.

Amortization Payment

The portion of the pension plan contribution which is designed to pay interest and principal
on the Unfunded Actuarial Liability in order to pay for that liability in a given number of
years.

Entry Age Normal Actuarial Cost Method

A method under which the Actuarial Present Value of the Projected Benefits of each
individual included in an Actuarial Valuation is allocated on a level basis over the earnings
of the individual between entry age and assumed exit ages.

Funded Ratio

The ratio of the Actuarial Liabilities to the Actuarial Value of Assets.

Normal Cost

That portion of the Actuarial Present Value of pension plan benefits and expenses which is
allocated to a valuation year by the Actuarial Cost Method.

Projected Benefits

Those pension plan benefit amounts which are expected to be paid in the future under a
particular set of Actuarial Assumptions, taking into account such items as increases in future
compensation and service credits.

Unfunded Actuarial Liability

The excess of the Actuarial Liability over the Actuarial Value of Assets.
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX G
MEMBER CONTRIBUTION RATES

General Member Contribution Rates

Basic Half Rate (Government Code Section 31621.3)

Basic Rate COLA Cost-Sharing Ratel
s S R e e B L PR A )
. EntryAge . 1st $350/month Over $350m§1's_t $350/month . Ov
L1 163% 245% | 114% 1
17 . o168% 25% | 114%
18 1.73% 2.59% 1.14%
19 177% 2.66% i1a%
20 1.83% 2.74% 1.14%
P 1.87% 2.81% 117%
22 1.93% 2.89% 1.21%
23 1.98% 2.97% 125%
24 2.03% 3.05% 1.29%
25 L 207% 311% 132%
26 2.11% 317% 1.35%
7 2.15% 322% . 139%
28 2.19% 3.28% 1.41%
29 223% 3.30% 1.44%
30 2.27% 340% . L147% 2.20%
310 g 3a6% | 149% 224%
32 0 2.35% 3.53% % 1.52% 2.28%
33 239% 3.59% ; 155%  230%
34 2.43% 365% | 158% 2.37%
35 | 248% 3.72% - 161% 241%
36 2.53% 3.79% 1.65% 2.47%
37 257% 3.86% 1.68% | 250%
38 2.62% 3.93% 1.72% 2.58%
39 267% 400% 177%  265%
40 2.71% 4.07% 1.81% 2.72%
a1 277% 4.15% 183% 2.75%
42 2.81% 4.22% 1.86% 2.79%
43 287% 4.30% 189% 2.83%
44 2.93% 4.39% 1.91% 2.86%
45 209% . aas% 195% 2.92%
46 3.05% 4.57% 197% 2.96%
@ 311%  467% 199% o 2.99%
48 3.19% 4.78% 2.01% 3.01%
49 3.27% 4.90% 202% . .303%
50 3.27% 4.91% 2.02% 3.03%
51 327% . 401% 2.03% 3.08%
52 3.28% 4.92% 2.01% 3.02%
. 53 . 328% 4.92% 1.98% 297%
. sas ©3.29% 4.93% 1.94% 2.91%

SR

ERTIRREIRE R SRR

ettt

1 Some embeMrs and employ::s share equally the contributions required for post-
retirement cost-of-living adjustments (COLA) in accordance with Government Code
Section 31873. For other members, the employers pay all of the contributions
required for post-retirement COLA.

{E%E%%{i}%
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX G
MEMBER CONTRIBUTION RATES

General Member Contribution Rates

Basic Half Rate (Government Code Section 31621.3) + 14%, not greater
than 1/2 Normal Cost

Basic Rate COLA Cost-Sharing Ratel
mwﬁwm@s S }m\gﬁ@smﬂw TR S " ]
i EntryAge  1st$350/month  Over$350 . 1st$350/month  Over$350

16 1.86% 2.79% i 1.14% 1.71%

17 1.91%  287% 114% 1%

18 197% 2.95% 1.14% 171% |

19 2.02% 303% 0 114% 1.71%

20 2.08% 3.12% T114% 1.71%

21 2.13% 320% . 118% 1.77%

2 2.19% 3.29% 121% 1.82%

23 2.26% 339% 125% 1.88%

2 2.32% 3.48% 129% 1.93%
Lo 2.37%  355% 132% 198%
L 26 2.41% 3.61% 1.35% 2.03%

% 27 2.45% . 367% . 139% - 208%
28 249% 3.74% 1.41% 2.12%

29 2.54% 3.81% 1.45% C217%
B  259% 388% | 147% 2.20%

: 31 2.63% 3.94% - 1.50% -2.25%

32 2.68% 4.02% 1.52% 2.28%

33 273% . 409% 1.55% 232%

34 2.77% 4.16% 1.58% 2.37%
Lo 283%  428% 161% 242%

. 36 2.88% 432% 1.65% 247%
. v 293% 4.40% 169%  253%
g 38 2.99% 4.48% 1.73% 2.59%
. 39 3.08% . 456% 177% o 265%
3.09% 4.64% 1.81% 2.72%
% 41 315% - a73% 184%  2.76%
) 3.21% 4.81% 1.87% 2.80%
. a3 327%  490% 189% . 283%
. a 3.33% 5.00% 191%  2.86%
o 341%  511% 195% . 203%
§ 46 3.47% 5.21% 198% 297%
: 47 3.55% .. 532% 1.99% 2.99%
a8 3.63% 5.45% 2.01% 301%
49 373%  559% 2.02% 3.03%
50 3.73%  5.60% 2.02% 303% |
ool 3.73% 5.60% 2.03% 304% |
52 3.74% 5.61% 2.01% 3.02% |
53 374% 561% 198% 297%
s 3.75% 5.62% 1.94% 201% |
§W»msm>ss. SR T mmmssswmpmmmw@s;smwww,w»wz

1 Some members and employers share equally the contributions required for post-
‘retirement cost-of-living adjustments (COLA) in accordance with Government Code
§Section 31873. For other members, the employers pay all of the contributions
%required for post-retirement COLA.
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX G
MEMBER CONTRIBUTION RATES

Safety Member Contribution Rates
Basic Half Rate (Government Code Section 31639.5)
Basic Rate COLA Cost-Sharing Ratel

S ————— Se——
Entry Age | 1st $350/month5i:‘ 0ve_r‘§_3§0__ 1st $350/month Over $350°
16 | 285% 4.28% 2.85% 4.27%
L 2.89% 434% 2.85% 4.27%
§ 18 2.93% 439% | 2.85% 4.27%
oy 2.96% 440% | 285% 427%
2 3.00% 4.50% 2.85% 4.27%
g o 3.03% 4.55% 287% 431%
Y 3.07% 4.61% 2.91% 4.36%
3 23 3.11% 4.66% 2.93% 4.40%
. 3.15% 4.72% 2.96% 4.44%
o 3.19% 478% 2.99% - 449%
26 3.23% 4.84% 3.03% 4.54%
27 3.27% . 490% 3.05%  458%
28 3.31% 4.96% 3.08% 4.62%
29 3.35% S 5.02% 31% 0 4e6%
% 30 3.39% 5.08% 3.13% 4.69%
G 3.43% 5.14% 316% . 474%
é 32 3.47% 5.21% 3.19% 4.78%
Lo 351% 527% 3.23% 4.84%
34 3.56% 5.34% 3.23% 4.84%
35 361% 0 541% 3.24% 486%
36 3.65% 5.48% 3.22% 4.83%
37 370% . 555% 3.23% 4.85%
38 3.75% 5.63% 3.25% 4.88%
39 381% 5.71% 328% 4.92%
40 3.86% 5.79% 3.31% 4.96%
41 392% 5.88% 3.27% 4.90%
a2 3.99% 5.98% 3.30% 4.95% |
43 4.06% 6.09% 331%  496%
44 4.15% 6.22% 3.33% 5.00% i
45 413% 6.20% 336% . 5.08% %
46 411% 6.17% 340%  5.10% E
47 4.10% 6.15% 3a4% - 5168%
a8 4.09% 6.13% 3.48% 5.20%
4.07% L6.11% 3.51% o 527%

149+

WM%&%WW‘WBW!cWaVMxx%WMM/‘W&&’&AAMWwaMﬁ“ =

21 Some members and employers share equally. the contributions required for post-
retlrement tostof: living adjustments (COLA).in accordance with Government Code
ection 31873, For other members, the employers pay all of the contributions

érveqmred for post—retlrement COLA. i
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SAN JOAQUIN COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION

ACTUARIAL VALUATION REPORT AS OF JANUARY 1, 2013

APPENDIX G
MEMBER CONTRIBUTION RATES

Safety Member Contribution Rates

Basic Half Rate (Government Code Section 31639.5) + 33%, not greater

than 1/2 Normal Cost
Basic Rate

s »&”W«&mw&é’km«&m‘{ S A R

ED % 1st $350/month Over $35

COLA Cost-Sharmg Ratel
Over 5350

% 3.79% 5.69% 2.85% 227%
. 385% 5.77% 285% - 427%
 3.89% 5.84% 2.85% 4.27%
zoan 5.91% 2.85% 427%
399% 5.99% 2.85% 4.27%
a03%  60s% 2.87% 431%
 4.09% 6.13% 2.91% 4.36%
| 413% 6.20% 2.93% 4.40%
4.19% 6.28% 2.96% 4.44%
4.24% 6.36% 3.00% 450%
4.29% 6.44% 3.03% 4.50%
4.35% 652% 305% 458%
4.40% 6.60% 3.09% 4.63%
445% | 6e8% | 311% 4.66%
4.51% 6.76% 3.13% 4.69%
a56% 6.84% 3.16% 4.74%
4.62% 6.93% 3.19% 4.79%
4.67% 7.01% 323%  484%
4.73% 7.10% 3.23% 4.85%
4.80% 7.20% 3.24% 4.86%
4.86% 7.29% 3.22% 4.83%
4.92% 738% 0 323% 4.85%
38 | 4.99% 7.49%  3.25% 4.88%
19 0 soe% 0 7se% . 308% 4.92%
0 § s13% 7.70% 3.31% 4.96%
a 521% 782% 1 327% 4.91%
42 5.30% 7.95% 3.30% 4.95%
43 . s5a0% 8.10% 331% 4.96%
a4 | 551% 8.27% 3.34% 5.01%
5 | sso% sosy 336%  504%
46 5.47% 8.21% 3.40% 5.10%
47 sasy 8.18% 3.44% 5.16%.
a8 | 543% 8.15% 3.48% 5.22%
Cae . say 8.13% 3.52% 5.28%

gl Some members and employers share equally the contrlbutlons requrred for post-

fretirement cost-of llvmg adjustiments (COLA) in accordance with Government Code
Sectlon 31873 Forother members, the employers pay all of the contributions g
#requ:red for post-retirement COLA. . §
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