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ALL PERSONS INTERESTED IN THE -
MATTER OF THE ISSUANCE AND SALE OF
BONDS FOR THE PURPOSE OF REFUNDING
CERTAIN OBLIGATIONS OWED BY THE
CITY OF STOCKTON TO TEE CALIFORNIA
PUBLIC EMPLOYEES' RETIREMENT
SYSTEM UNDER TEE PUBLIC EMPLOYEES'
RETIREMENT LAW, AND ALL
PROCEEDINGS LEADING THERETO,
INCLUDING THE ADOPTION OF A
RESOLUTION AUTHORIZING THE
ISSUANCE AND SALE OF SUCH BONDS,
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(State Bar #130726}

Attorneys for City of Stockton, Plaiﬂtiff
IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA
IN AND FOR THE COUNTY OF SAN JOAQUIN

UNLIMITED CIVIL JURISDICTION

No. CV030753
MEMORANDUM OF POINTS
AND AUTHORITIES IN
SUPPORT OF PLAINTIFF'S
APPLICATION FOR ENTRY
OF DEFAULT JUDGMENT IN
VALIDATION FPROCEEDINGS
(C.C.P, § 860-870)
Attached Documents:

Ex, A Actuarial Report
— Safety Plan (2007-08)
Ex. B Actuarial Report
— Miscellaneous Plan
(2007~08)

[Fee Exemption:
Govt. Code § §103)
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I. INTRODUCTION

Plaintiff, the City of Stockton (the “City”), brings this
action under Code of Civil Procedure Sections 860 et seg. to
validate proceedings relating to the issuance of Bonds the
proceeds of which will be used to refund the City’s obligation
to pay certain retirement benefits under the City Charter and
under California Government Code Sections 20000 through 21612
{the “Retirement Law”), the execution and delivery of an
indenture of trust and other related agreements and contracts
authorized or contemplated by the City Council of the City, and
the adoption of a resclution pertaining thereto.

Pursuant to Code of Civil Procedure Section 861 and this
Court’s Order Of Publication of Summons and Other Notice In
Validation Action herein, jurisdiction over defendants, all
persons interested in these proceedings, has been obtained by
publication of Summons in The Record and by posting a copy of
the summons in the City of Stockton City Hall. No answer to the
Complaint was filed within the statutory, court-ordered time
limit. Accordingly, Plaintiff seeks entry of a default

judgment.

IT. FACTUAL BACKGROUND

A. Retirement System

The City is a charter city, and is required under Section
2600 of its Charter to “provide a retirement and death benefit
plan for officers and employees of the City.” Section 2601 of
the City Charter provides that “the City Council may provide for

such a plan by participation in any retirement and death benefit
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plan now existing or hereafter created under the laws of the
State of California which municipalities and municipal officers
and employees are eligible to join.” These provisions of the
City Charter were approved by the voters of the City at an
election held October 8, 1935, and have been in effect for
nearly 70 years.

The City currently provides retirement benefits for its
employees through membership in the Public Employees’ Retirement
System (the “Retirement System”) which is established under the
Retirement Law. Pursuant to Sections 2600 énd 2601 of the City
Charter and Section 20460 of the Retirement Law, the City has
elected to participate in the Retirement System by entering into
a contract with the Board of Administration of the Retirement
System {(the “Board”) effective September 1, 1944, as amended. A
true and correct copy of such contract (the “PERS Contract”) is
attached to the Complaint as Exhibit A and by this reference
incorporated herein.

The Retirement Law and the PERS Contract require the City
to make periodic contributions in order to fund the pension
benefits to which City employees are entitled under the
Retirement Law and the PERS Contract. As provided in Section
20466 of the Retirement Law, an approximate rate of contribution
is quoted in the PERS Contract, subject to adjustment from time
to time by the Board, based on actuarial valuations.

The basic contributions which the City iz required to make
to PERS in order to fully fund the retirement benefits which are
and will be payable to its covered employees are defined in the
Retirement Law as “normal contributions.” Normal contributions

—9-
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are required to be made “at the normal rates of contribution
fixed by the law, by contract, or by contract amendment.”! The
rate of normal contributions is determined in accordance with
Sections 20670 et, seq. of the Retirement Law in the case of
contributions required to be made by the individual employees
and Sections 20790 et. seq. in the case of contributions
required to be made by the public employers, and apply uniformly
to all contracting members. The rate of normal contributions is
subject to periedic change on an annual basis by the Board,
based on actuarial valuations of the liability for benefits on
account of the employees of all public employers.? In addition,
a covered employee is granted the right to make “additional
contributions” for the purpose of funding certain elective
benefits which are chosen by such employeea.3

To the extent that the contributions of a particular public
agency are determined to be insufficient to fully fund the
retirement benefits which will be payable to a public agency's
employees, based on actuarial calculations, such public agency
is required to pay an additional contribution based on the
Yunfunded accrued actuarial liability” of such public agency
(the “Unfunded Liability”). Each public agency is reguired to
amortize its Unfunded Liability through periodic payments over a
period not to exceed 30 years.! Interest accrues on the Unfunded
Liability at a rate set from time to time by the Board.

The current method of amortization adopted by the Board is
a 30-year rolling amortization, and as a result of such method,
the City‘s actuarially required employer contributions do not
result in any amortization of prinecipal,

-3-
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According to the most recent Actuarial Report pravided to
the City by PERS, the City's total combined rolled forward
amount of Unfunded Liability will be $158,473,946 as of June 30,
2007, See Exhibits A and B, Actuarial Valuations for
Miscellaneous and Safety Plans as of June 30, 2005, which are
incorporated herein by reference. Interest accrues on the
Unfunded Liability at a rate of 7.75%, which is the current rate
adopted by PER8 for such purpose.

On September 26, 2006, the City Council of the City adopted
the Resolution (attached to the Complaint as Exhibit C) which
anthorized the City to issue Bonds for the purpose of refunding
the obligation of the City, evidenced by the PERS Contract, to
pay the Unfunded Liability. Complaint at Paragraph 7.

The plan of financing adopted in the Resolution is intended
to save the City a substantial amount of money without
diminishing the retirement benefits provided to City employees.
As described above, the City will be obligated to pay 7.75%
interest per annum on its Unfunded Liability under the
Retirement Law. It is expected that the Bonds, the proceeds of
which will be used to help fund retirement benefits, will be
issued as a combination of variable and/or fixed interest rates
resulting in an estimated all-in true interest cost rate of
5.47% per annum based on current market conditions. The
estimated net present value savings to the City's general fund

is expected to be approximately $9,458,511.
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ITI. THIS ACTION IS PROPERLY BROUGHT UNDER CODE OF CIVIL
PROCEDURE SECTIONS 860 ET SEQ. AND GOVERNMENT CODE SECTIONS

53511 AND 53589.5.

Code of Civil Procedure Section B60% authorizes a public
agency to institute validation proceedings in cases where
another statute authorizes its use. In the instant case,
Government Code Section 53511 authorizes a local agency to
“bring an action to determine the validity of its bonds,
warrante, contracts, obligations or evidences of indebtedness”
and Government Code Section 53589.5 authorizes a local agency to
bring a validation action “to determine the validity of any
issuance or proposed issuance of refunding bonds* and any
agreement entered into in connection therewith. For the reasons
discussed below, the City submits that these statutory
requirements are met.

Since Government Code Sections 53510 and 53570 each define
a “local agency” to include any “city,” Plaintiff City of
Stockton is a proper party authorized to bring this validation
action. Moreover, all of the documents and transactions which
are the subject of this action are the type authorized to be
validated under Government Code Sections 53511 and 53589 since
they constitute evidences of indebtedness, contracts or
obligations of the City or are refunding bonds and agreements

relating thereto.f

IV. THE CITY HAS THE POWER TO AUTHORIZE TBEE BONDS,

THE INDENTURE OF TRUST AND ANY RELATED AGREEMENTS.

The city council of a city is the sole governing body with

-5~
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authority to perform those acts necessary to fully discharge the
duties of the legislative authority of the City government.
Consequently, the City Council has the authority to provide for
the issuance and sale of the Bonds and the execution and
delivery of the related agreements including, inter alia, an
Indenture of Trust which specifies the terms and conditions upon
which the Bonds are to be issued, by adoption of the Resolution,
so long as the transactions contemplated therein are within the
power of the City. Since, as demonstrated below, such power does
in féct exist, the Bonds, the above-mentioned Indenture of Trust
and any related agreements are valid and will become legal and
binding cbligations of the City upon issuance or execution and
delivery of the same.

Government Code Section 20812 specifies that the Unfunded
Liability of a public agency to the Retirement System shall be
amortized over a periocd not to exceed thirty years, and the City
Council is required by the provisions of Govermnment Code Section
20532 to pay amounts determined to be due and owing, including
amounts necessary to amortize the Unfunded Liability.?

California courts freguently defer tc the judgment of a
governing body of a public agency with respect to a
determination that a particular action is necessary to the full
discharge of such public agency’s duties.? See, e.g., Long Beach
v. Lisenby, 180 Cal. 52, 60-61, 179 Page 198 (1919)
(determination of the method by which an outstanding
indebtedness shall be funded is within the discretion of the

governing body of the municipality); H.D. Haley & Co., 70 Cal.

App. at 442 (in the exercise of their powers, supervisors are

-6—
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}

necegsarily endowed with a large amount of digcretion}.
California courts also have stated that a city council has
congiderable discretion, within constitutional limits, in the
exercise of its powers with respect to the budget. See Hicks, 69
Cal. App. 3d at 235.

In the instant case, the City has an obligation under its
City Charter and under the statutory provisions of the
Retirement Law to make contributions to the Retirement System.
City Charter Sections 2600 and 2601; Gov't Code Section 20532.
The Board, acting pursuant to the directives contained in the
City Charter and the Retirement Law, defines the terms of the
City’s obligation, e.g., the amount of OUnfunded Liability which
is being financed, the term over which it will be financed, the
rate of interest which accrues on the unpaid balance of the
nfunded Liability, and the schedule of each individual payment.

The City is not creating any additional indebtedness by its
issuance of the Bonds but is simply changing the form and
clarifying the terms of a pre-existing obligation and, in the
case of the Bonds, the terms of the repayment obligation.

The City is explicitly authorized by statute to issue the
Bonds for the purpose of refunding obligations such as the
Unfunded Liability. Section 53583 of the Government Code
provides that “Any local agency may issue bonds pursuant to this
article or any revenue bond law under which the local agency is
otherwise authorized to issue bonds for the purpose of refunding
any revenue bonds of the local agency.” The term “revenue
bonds” is defined to mean “[bJonds, warrants, notes, or other
evidence of indebtedness of a local agency payable from funds

-7~
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other than the proceeds of ad valorem taxes or the proceeds of

assessments levied without limitation as to rate or amount by

the local agency upoen property in the local agency.” Gov’t Code

Section 53570(b). The Unfunded Liability is an evidence of

indebtedness of the City which is not payable from ad valorem
taxes or property assessments, although such taxes and
assessments may constitute one of the sources of payment, and
the Bonds will be issued to refund the Unfunded Liability.
These provisions, therefore, authorize the City to issue the
Bonds for the purpoée refunding the Unfunded Liability.

Thus, it is clear that the City, through its City Council,
has the express power to issue the Bdnds and enter into the
Indenture of Trust, and the implied power to enter into the
related agreeﬁents which constitute the mechanism by which the
City is exercising its power to satisfy its obligation with

respect to the Unfunded Liability.

V. THE CONSTITUTIONAL DEBT LIMITATION IS INAPPLICABLE.

A. The Unfunded Liability Is An Obligation Imposed By Law.

The California Constitution restricts the power of certain
local government entities to incur debts without the express
approval of the electorate. Cal. Const. Art. XVI, Section 18.°
Judicial interpretation, however, has narrowed the applicability
of Article XVI, Section 18 by creating several exceptions to the
constitutional debt limitation.

In Lewis v. Widber, 99 Cal. 412, 33 P, 1128 (1893), the

California Supreme Court held that where the City of San
Francisco had depleted its revenues for the current fiscal year,

-8-
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payment of a public officer’s final month’s salary out of the
next year‘s revenues would not violate the constitutional debt
limitation. The court concluded that the debt 1imitétion did not
apply to payments of debts when both the existence of the
obligation and statutory guidance as to its payment are provided
by state law, since the Constitutional debt limitation was
intended to apply to volitional incurrence of obligations and
not an obligation which is imposed by an legislative body other
than the one incurring the indebtedness.!®

Subsequent courts have extended the exception to the debt

limitation created in Lewis. See e.g., Lotts v. Board of Park

Commisgioners, 13 Cal. App. 2d 625, 57 Pp. 2d 215 (1936) (debt

limitation did not bar the city parks department from paying a
judgment for back wages since the galary owed was not a debt
which could be incurred at the discretion of the board}; Compton

Community College Fed’'n of Teachers v. Compton Community College

Dist., 165 Cal. App. 3d B2, 93, 211 Cal. Rptr. 231 (1985)
(payment of a retroactive salary increase agreed to in
collective bargaining negotiations was not barred by the
congtitutional debt limitation since the district *had a
specific duty to employ the teachers needed to provide education
to its citizens and to pay them according to a set salary

schedule.”);" Wright v. Compton Unified Sch. Dist., 46 Cal. App.

3d 177, 120 Cal. Rptr. 115 (1975) (constitutional debt
limitation did not bar payment of legal services by a school
district for defending its employees in a defamation action
because the district had a statutory duty to provide a defense
for its employees to civil actions brought against them arising

-9-
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J

from acts within the scope ¢f their employment).

As demonstrated below, in the instant case the City has the
duty to provide pension and other retirement benefits for its
employees. By accepting the Retirement Law as the statutory
scheme under which it satisfies that duty, it has specific
duties, detailed by the Retirement Law, to carry out such
cbligations. In other words, the obligation of the City under
the Retirement Law did neot arise as a volitional act of the
City, but rather was the method chosen by the City to fulfill
its duty to its employees to provide pension and other
retirement benefits.

The City is obligated to provide retirement benefits to
City employees under the express provisions of Section 2600 of
the City Charter, which was enacted by the voters of the City at
an election held on October 8, 1935. Section 2600 of the City
Charter provides as follows: “The City Council shall provide for
a retirement and death benefit plan for officers and employees
of the City.”

Additionally, in enacting the Retirement Law the
legislature expressly acknawiedged a public obligation to
provide retirement benefits to City employees.'? This cobligation
also flows directly from the duty of the City to provide various
services to its constituents and the necessity to hire employees

to carry out such funotions. See Compton, 165 Cal. App. 3d at

86-87; Lotts, 13 Cal. App. 2d at 635.

The California Supreme Court has recognized both the
importance of providing retirement benefits to public employees
and the fact that such benefits are as necessary as public

-10--
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employment itself. See Carman v. Alvord, 31 Cal. 3d 318, 325 n.

4, 182 Cal. Rptr. 506 (1982);" Bellus v. City of Hureka, 69 Cal.

2d 336, 351, 71 cal., Rptr. 135 (1968); Packer v. Board of

Retirement, 35 Cal. 2d 212, 215, 217 B, 2d &60 (1950}.

In accordance with Section 2601 of the City Charter, the
City Council of the City of Stockton has chosen the Retirement
Law as the mechanism for meeting its obligations to its
employees. All public agencies which are members of the
Retirement System have statutorily-imposed obligations to pay
the contributions levied under the Retirement Law to ensure the
continuing viability of the Retirement System. Moreover,
following the lead of the Supreme Court in Lewis, the appellate
courts have indicated they will permit an exception to the debt
limitation in those cases involving the obligation of local
government entities to pay the compensatory obligations owed
their employees. See Lotts, 13 cal. App. 2d at 635 and Compton,

165 Cal. App. 3d at 86-87; but see Martin v. Fisher, 108 Cal.

App. 34, 40, 291 P. 276 (1930), overruled on other grounds, 18

Cal. 3d 187, 554 P. 2d 321 (1876).

In the instant case, the legiglature has set forth an
extensive statutory plan for carrying into effect the public
obligation to establish the Retirement System and that plan
provides precise statutory directives. This express statutory
scheme, combined with the obligation imposed by law to make
appropriations to fund retirement benefits (City Charter §2600;
Gov't Code §20532), and the basic obligation to provide for
retirement benefits in such a plan, provides more than a
sufficient basis for exemption from the debt limitation here.

-11-
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The Unfunded Liability is an obligation imposed by law, and that
also is true of any obligations such as the Bonds issued to
refund the Unfunded Liability.

The amount of the Unfunded Liability is based upun a
variety of assumptions and evaluations utilized by an actuary in
designating the amount. Under Section 20532 of the Government
Code, the amount of the actual contributions of a public agency
to the Retirement System is based upon actuarial valuations made
from time to time. All such actuarial assumptions and
evaluations are estimates and may change from year to year based
upon changes in mortality and investment assumptions.
Accordingly, the amount of Unfunded Liability is determined by
an actuarial valuation pursuant to the Retirement Law and as
such is an obhligation imposed by law, even though the amount may
subsequently change based upon actuarial evaluations of the

City’'s actual and projected experience.

B. The Bonds Are Obligations Imposed By Law.

The California Supreme Court's holding in Long Beach v. Lisenby,

supports the conclusion that the Bonds, as well as the Unfunded
Liability as described above, also are exempt from the debt
limitation.

In Lisenby, the City of Long Beach issued warrants for the
payment of tort judgments (which the Court determined to be
obligations imposed by law) and thereafter adopted an ordinance
authorizing the issuance of bonds to refund the outstanding
indebtedness of the City evidenced by the warrants. The court
upheld the City’s action, concluding that the issuance of bonds
to pay outstanding debts merely represented the conversion of

-12-
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the debt into “a more permanent form with an extended time
payment.” Long Beach, 180 Cal. at 59; accord, City of los
Angeles v. TIeed, 112 Cal. 319, 327, 44 P. 580 (1896) (Dicta).

Rere, the City has incurred indebtedness in the form of the
Unfunded Liability, which gualifies as an obligation imposed by
law. The Bonds will have a cash flow requirement that is not
greater than the Unfunded Liability and merely represent the
conversion of that indebtedness into another form with perhaps &
different payment term and similarly qualify as obligations
imposed by law.

In addition, the Bonds take on other characteristics of the
Unfunded Liability. As the court concluded in Teed, “[a] bond is
not an indebtedness or liability -- it is only the evidence or
representative of an indebtedness ....” Teed, 112 Cal. at 327.
With the issuance of the Bonds, the City has not satisfied its
obligations under City Charter and the Retirement Law, it has
simply changed the form of its obligation. The characteristics
of the indebtedness remain the same and are tranaferred to the
Bonds.

The provisions of Government Code Section 53552, relating
to the refunding of voter-approved general obligation bonds,
illustrates that a refunding instrument (i.e., the Bonds) even
in a greater principal amount, or for a different duration, or
both, is still an obligation imposed by law if the total amaunt
payable thereunder is less than the total amount currently
payable on account of the Unfunded Liability. There, it is
provided that refunding bonds may be issued without additicnal

voter approval, if the sum of total net interest cost to
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maturity on the refunding bonds plus the principal amount of the
refunding bonds does not exceed the sum of total net interest
cost to maturity on the bonds to be refunded, plus the principal
amount of the bhonds to be refunded. In other words, if the
amount the taxpayers are obligated to pay after refunding is not
greater than before, the obligation ig one that has already been
approved, notwithstanding a change if form of the obligation.

In the case of the Bonds, the overall payments on account
of debt service on the Bonds, inclusive of financing costs,
based on the average of the fixed interest rate on the fixed
rate Bonds and historical interest rates for the variable
interest rate Bonds, will be less than the amount of the
Unfunded Liability, plus interest thereon at the current
actuarial rate of 7.75% per annum, for the remaining
amortization period of the Unfunded Liability. It is this
amount that is the obligation imposed by law.

In the Indenture of Trust, the City has authorized the Bond
trustee to enforce the City's obligations under the Retirement
Law for the benefit of the holders of the Bonds. Complaint,
Exhibit D. To conclude that the Bonds do not, in essence, mirror
or reflect the Unfunded Liability would ke to find that the
Bonds constitute a new or different obligation of the City and
would directly contradict the court's finding in Teed that “a
mere change in the form of the evidence of indebtedness is not

the creation of a new indebtedness.” Teed, 112 Cal. at 327.

—14-
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VI. THE REQUISITE PROCEDURES UNDER CODE OF CIVIL PROCEDURE
SECTIONS B60 ET SEQ. HAVE BEEN SATISFIED, AND ENTRY OF A DEFAULT

JUDGMENT 15 MERITED.

On October 23, 2006, this Court issued its Order pursuant
to Section 861 of the California Code of Civil Procedure
requiring that Plaintiff serve Defendants herein by: (a)
publication of the Summons in The Record for three successive
weeks, (b) posting a copy of the Summons in a public place
within the boundaries of City of Stockton, and (¢} mailing
copiles of the Summons and Complaint to those persons, if any, or
their attorneys of record who, not later than December 15, 2006,
which is 10 days after such publication is complete, either have
expressly notified in writing Plaintiff's attorneys of record of
their interest in this matter or have filed and served actions
against Plaintiff challenging, inter alia, the validity of the
Resclution.

These notification procedures satisfy the requirements of
the validation statutes. Cal. Code Civ. Proc. §861. Despite
these various efforts to notify interested persons, no pleading
of any type was filed within the statutory, court-ordered time
limit.

Therefore, this Court's jurisdiction is complete. As stated
in California Code of Civil Procedure Section B62:

Jurisdiction shall be complete after the date
specified in the summons. Any party interested may,

not later than the date specified in the summons,

appear and contest the legality or validity of the

matter sought to bhe determined.

=15
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The present validation proceeding is expressly provided for
by the Code of Civil Procedure Sections B60, et seq. and
Government Code sections 53510 et seq. and similar proceedings

have been approved in analogous cases. See, e.q., Graydon v.

Pasadena Redevelopment Agency, 104 Cal. App. 3d 631, 645-46, 164

Cal. Rptr. 56, cert. denied, 449 U.S. 983 (1980) (upholding

local agency construction contract against attack in light of
validation action time limits}; Walters, 61 Cal. App. 3d at 468,
supra. Therefore, this Court's jurisdiction is complete and

default judgment is warranted.

DATED: December 20, 2006

COURTNEY L. JONES, ESQ.

Jones HBall, & Professional
Law Corporation

Attorneys for Plaintiff

By CuAen MDD

Courtney L.vJones, Esq.

=-16-
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FOOTNOTES

! Government Code Section 20051,
2 Govarnment Code Section 20814,
3 Government Code Sections 20710 et. sag.
% Government Coda Section 20812.

5 Code of Civil Procedura Section BG0 authorizes a public ageancy “upon
the existence of any matter which under any other law is authorized to be
determined pursnant to this chapter, and for 60 days thereafter, [to] bring
an acticn in the superior court of the City in which the principal office of
the public agency is located to determine the validity of such mattaer.”

§ The related documents for which validation is brought are contracts or
ocbligations of the City directly related to the City's financial obligations
and thua inclusion also is appropriate for them under Government Code
Sections 53511 and 53589.5. R “contract” under Government Code Section 53511
is limited to those agreements relating to a local agency’s financial
obligations or its ahility to meet those cbligationa. Ontario v. Superior
Court of San Bernarding County, 2 cal. 3d 335, 344, 85 cal. Rptr. 149 (1970).
See algsc, Walters v, County of Plumas, 61 Cal, App. 3d 460, 132 Cal. Rptr.
174 (197€] {(only contracts relating to the local agency’s financial
obligations or the marketability of its instrumente for financing its
obligation are within the terms of 535131).

7 Government Code Section 5025 provides that "The contracting agency
shall make such contribution for its emplaoyees in this system, as is
recommended by the actuary and approved by the board and certified by it to
the contracting agency.”

® Generally, conrts decline to defer to a legislative body ‘s judgment
whare: (i) the leglslative body's actions are not within or clesely related
to the types of functions traditionally performed by counties, e.9., Byers v.
Board of Supervisors, 262 cal. app. 24 148, 160, 68 Cal. Rptr. 549 (1968);
{ii) there was an impermisaible delegation of duties reguired to be performed
by the city, e.g., Tax Factors, Inc. v. County of Marin, 20 Cal. aApp. 2d 78,
85, 66 P. 2d 666 (1937)) or (iii) the City was intruding into areas smbijmct
to the control and jurimdiction of others, e.g., Hicks v. Board of
Supervisors, 69 Cal. App. 3d 228, 241, 138 Cal. Rptr. 101 (1977}.

% Articla XVI, Bection 18 sets forth: *No comnty, city, town, township,
board of education, or school district, shall incur any indebtedness or
liability in any manner or for any purpose exceeding in any year the income
and revenue provided for that year, without the assent of two-thirds of the
voters thereof, voting at mn election to be held for thet purpose. . . .”

10 «phe clear intent expressed in the [conatitutional debt limitation]
was to limit and restrict the power of the municipality as to BRY
indebtedness or lisbility which it has discretion to inour or not to incur.
But the stated salary of a public officer fixed by statute is a matter over
which the municipality has no contrel, and with respect to which it has no
discretion; and tha payment of his salary is a liability established by the
legislature at the date of the creation of the office. It, therefore, is not

Footnoteg-1
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an indebtedness or liability incurred by the municipality within the meaning
of .... the constitution.” Lewia, 99 Cal. at 413.

11 1n compton, the court concluded that under the Lotts decision
discussed above, all public employee malaries are exempt from the
constitutional debt limitation. Compton, 165 cal. App. 3d at 96.

12 »mhe purpose of this part ls to effect economy and afficiency in the
public service by providing a means whereby employees who become
superanmiated or otherwise incapacitated may, without hardship or prejudice,
be replaced by more capable employeeg, and to that end provide a retirement
system consisting of retirement compensation and desth benefitg.”

13 «pensions are a government obligation of great importance. They help
induce faithful public service and provide agresd pubsistence to retired
public servanta who hava fulfilled their employment contracts.” Carman, 11
Cal. 3d at 325 n.4, citing Bellus v. City of Eureka, infra.

1819
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Actuarial Ofice
P.0. Box 1404
2. Sacramento, CA ©5812
“%.  Telecommunications Device for the Deaf - (316) 795-3240
Ca]PERS {888) CalPERS (225-7377) FAX (916) 795-2744

August 30, 2006

SAFETY PLAN OF THE CITY OF STOCKTON (EMPLOYER # 55)
Annuzl Valuation Report as of Jure 30, 2003

Dear Employer,

Endosed please find a copy of the June 30, 2005 actuaria! valuation report of your pension plan. This report contalns

impar@ant achuaral infammation about your pension plan at CalPERS. Your CalPERS staff actuary Is avaliable to discuss
the repart with you.

Changes Since Prior Year's Valuation

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

In Beu of sending enml%mub-ﬂaubons on a reportable payoll cycle, Public Agencies can now their annual
required contributions. this report, we have added a Inne entitied Anpiual ;rment Option”. The discounted
amounts payable under this option are shown on Page 5 for the 2008/2007 and 200720038 fiscal years.

Future Contribution Rates

The exhibit below displays the required employer contributio L rate and Superfunded status for 2007/2008 slong with
an estimate of the contribution rate and the probable Su stetus for 2008/2009. The estimated rate for
200B/2003 is based salely on & projection of the investment return for fisca) 200572006, namety 119%, Plaass
disregard any prujectons that we may have provided to you in the past.

Fiscal Year Emgloyer Contribution Rate Superfunded?
2007/2008 I1.725% NO
2006/2003 31.3% {projeched} ND

Member contributions {whether paid by the emplayer or the employes) are In addition to the sbave rates,

The estimate for 2008/2009 also assumes that there are no future amendments and nio fiabliity gains or lsses (such as
Jargar than expected pay Increases, mone retiremtents than expected, etc). This is a very ImpoFtant assumption
because these gains and losses do occur and can have a significant effect on your contifbuttion raba. Even
for the largest plans, such gains and losses often cause a change In the employer’s contribution rate by cne ar two
percent, even larger In some fess common Instances, These gains and losses @annat be predicted in advance so the
projected employar aonbribution rate for 200872009 is just an estimate. Your actual rate for 200872009 wil! be
provided In next year's repost. :

We are very busy preparing aciarial valuatjons for ather public agendes and expect to complete all such valuations by
the end of Ocipbey, We understand that you might have a aumber of questions about these results. Whille we are very
interested In discussing these results with your agency, In the interest of aflowing us to give every public agency their

result, we ask that, if at all possible, you wait unill after October 31 to cantact us with questions. If you have
questions, please call (B88) CalPERS (225-7377).

Sincerely,

2 L,

Ronald L_ Seeling, Ph.D., F.CA, ASA, MAAA :
Enrolted Actuary
Chief Actuary, CalPERS

California Public Employees’ Retiremeni System
Lincoin Plaza - 400 Q Street - Secramento, CA 35814



Rt TP R R

Case 12-32118 Filed 03/31/14 Doc 1319

- o . -y

R AL Y LT — —r




© Case12-32118 Filed 03/31/14 Doc 1319

)

ACTUARIAL VALUATION

as of June 30, 2005

for the
SAFETY PLAN
of the
CITY OF STOCKTON

(EMPLOYER # 55)

REQUIRED CONTRIBUTIONS
FOR FISCAL YEAR
July 1, 2007 =June 30, 2008

b

CalPERS

California Public Employees’ Retirement System
P.O. Box 942709
Sacramentn, CA 94229-2709
(8BB) CalPERS (225-7377)
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

ACTUARIAL CERTIFICATION . .

To tha best of our-knowledge, this repart is complete and accurate and contains suffident information to
disclose, Fully and feirly, the funded condition of the SAFETY PLAN OF THE CITY OF STOCKTON. This
valuation is based on the member and finandal data as of June 30, 2005 provided by the various CalPERS
databases and the benefits under this plan with CalPERS as of the date this report was produzed, It |s our
opinion that the valuation has been performed in accordande with generally accepted actuarial princples, In
aooroance with standards of practice prescribed by the Actuarial Standards Board, and that the
assumptions and methods are internally consistent and reasonable for this plan, as prescribed by the

CalPFRS Board of Administration acoording to provisions set forth in the California Public Employees’
Retirement Law.

The below listed are actuaries for CalPERS. All are members of the Amarican Academy of Acuarles and

Soclety of Actuaries and meet the Qualification Standards of the American Academy of Actuaries to render
the actuarial opinion contalned hereln,

/.

Bl Karch, AS.A, MAAA, _
Associate Penslon Actuary, CaiPERS -

A

Ron Seeling, Ph.D., F.CA., AS.A., MAAA,
Enrolied Actuary
Chief Actuary, CalPERS

Page 1
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ERS ACTUARIAL VALUATION - JUNE 30, 2605
SA PLAN OF THE CITY OF STOCKTON
EMPLOYER, NUMBER 55

Purpose of the Report
“This report presents the results of the June 30, 2005 actuarial valustion of the SAFETY PLAN OF THE CITY
- OF STOCKTON of the California Public Employees’ Retirement System (CaiPERS), The valuation was

performed by CalPERS staff actuarizs in order in: ‘

e set forth the achuarial assets and funding liabtiities of this plan as of June 30, 2005;

« certify the actuarielly required employer contribution rate of this plan for the fisca) year July 1, 2007
through June 30, 2008 Is 31.725%; '

»  provide actuarial Information as of June 30, 2005 to the CalPERS Board of Administration and other
interestad parties; and _

*  provide pension [nformation as of June 30, 2005 to be used In financia! reports subject to Governmentat

Accounting Standards Board (GASB) Statement Number 27 for a Single Employer Defined Banefit
Pension Plan. _

Use of this report for ather purposes may be inappropriate.

Required Contributions

Fiscal Year Fiscal Year
200642007 2007 {2008
Required Employer Contributions '
Employer Contribution Required {in Projected Dollars) _
Payment for Normat Cost oo 9,639,824 % 10,300,189
Payment on the Amortization Bases 6,315,792 5,574,947
Total {not less than zem) ’ $ 15,559,616 % 16,875,135
Annuzl Prepayment Opton* $ 15374953 § 15,256,934
Employer Contribittion Required (Percentage of Payroti) '
Payment for Normal Cost ) 19.412% 19.364%
Payment on the Amortization Bases 12.726% 12.361%
Total (not less than 2enq) 32.138% 31.725%
Required Employee Contributions {Percentage) 9.000% 9.000%
Funded Status
: June 30, 2004 June 30, 2005
Present Valye of Projected Benefits R 626,916,248 668,642,101
Entry Age Nonmal Accrued Liability i 504,302,910 536,142,694
Aduarial Value of Assets {AVA) 401,037,576 420,574,694
Unfurded Liability ' % 103265334 3 167,568,000
Funded Status (on an AVA basis) 79.5% 72.5%
Market Valua of Assets {MVA) 3 395438,386 4§ 443,374,386
Funded Status {on an MVA basis) 7B.4% 82.7%
Superfunded Status } No No

i

Payment must be received by CalPERS between July 1 and July 15.

Page 5
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CTTY OF STOCKTON
EMPLOYER NUMBER 55

Cost and Volatility

Actuarial Cost Estimates In Genetél

What wifl this pension plan cost? Unfortunataly, there Is ne simple answer. There are two major reasons for
the compiexity of the answer. First, all acuariai cajculations, induding the ones In this repart, are based on
a number of assumptions about the future, ‘ '

« There are demographlc assumpiions about the percentage of employees that will terminate, die,
become disabied, and retice in each future year. .

o There are econemic assumptions about fiture satary Increases for each active employee, and the
assumption with the greatest impact, future asset retums at CalPERS for each year Into the future
until the last doilar Is paid to current members of your plan.

Whie CaiPERS has set these assumptions to refiect our best estimate of the real future of your plan, it must
bs understood that these assumpiions are very long term predictors and will surely nat be realized each
year as we go forward, For example, the assumption for lnvestment retum s 7.75% per year. The actual

assat eamings for the past 15 years at CalPERS have ranged from -7.2% to 20,1% while the 15 year
compound retum has been 9.7%, .

Second, the very nature of actuarial funding produces the answer to the question of plan cost as the sum of
two separate pleces. ' .
e The Noemat Cost (i.e., the fiture snnusi premiums in the absence of surplus of unfunded fabifity)
expressed 25 a percentage of total active payroll. . :
« The Past Service Cost {i.e., Accrued Liability — representing the current vaiue of the benefit for all
credited past service of cument members) which is expressed as a lump sum doilar amount.

The cost Is the sum of a percent of future pay and a lump 'sum dollar amount (the sum of an apple and an
arange i you witf). To communicate the total cost, either the Normal Cast {Le., future percent of payroll)
must he converted to a lump sum daller amoeunt (in which case the total cost is the presant velue of
benefits), or the Past Service Cost (l.e., the lump sum) must be converted to a percent of payroll {in which
casa the total cost is expressed as the employer's rate part of which is permanent and part temporary).
Converting the Past Service Cost fump sum to a percent of payroll requires a specfic amartization period.
5o, the employer rate can be computed In many different ways depending on how fong one will take to pay
forit. And as the first paint above states; all of these results depend on il assumptions being exactly
realized,

Rate Yolatility

As is stated above, the actuarial caloulations supplied In'thls communilcation ané based ofi & number of
assumptions about very long term demographic and economic behaviar. Unless these assumptions
(terminations, deaths, disabilitles, retirements, salary growth, and lvestment returm) are exacy reaflzed
each year, there will be differences on a year to year basls, The year to year differences between actual
experience and the assumptions are called actuarial gains and lasses and serve to ralse or lower the

oyer's rates from year to year, Therefore, the rates will inevitably fluctuate, especially due to the ups
and downs of Investment retums, v

Plans that have higher asset to payroll ratios produce more valatile employer retes. On the following page
we have shown your volatility index, 3 meesure of the plan’s potential future rate volatitity. We are
disclosing the ratio of accrued llabllity to payroll, rather than assets o payroll because the desired state for
any plan is to be 100% funded (l.e,, with assels equat to accrued Fabity). It should be noted that this
ratic Increasas over ime but generally tends to stabiiize as the pian matures.

Beglnning with the June 30, 2004 achmrial vatuation, mte stabifization methodologles were Implemented.
Although there ks no method that oan provide perfectly stable rates, the new methads have been shown to
be very effective In mitigating rate volatility. It continues to be true that a plan that has a volatility index
that Is three times the index of a second plan will have three times the volatility In rates as compared i the
second plan. However, the amount of change has béen dramatically reduced through the rate sabilimlion

Page 6
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CALPERS ACTUJARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

process. In muost situations, the new rate stabilization polides will reducs rate voiatility dus to actual galns
and losses by about 50%.

As of June 30, 2005
Accrued Uability 536,142,694
Payrofl 48,325,899
Volatitity Index ' 1.1
Average ValaHlilty Index for All Plans with 3.0% @ 9.3

50 Safety Retirement formula*

* Inciudes pooled and non-pooled plans

Changes Since Prior Valuation
Actuarial Assumptions

There were no changes made to the actuarial assumptions since the prior year's actuarial valuation. The
only exception would be chenges necessary to reflact a. b‘gneﬁt amendment.

Achirial Methods

There were no changss In actuarial methods since the prior year's actuarial veluation.
Benefits

The sandard actuaris) practice st CalPERS is to recognize mandated lagislative benefit changes in the first
annual valuation whose valuation date Follows the effective date of tha legisiation. Voluntary benefit
changes by plan amendmant are generally incizded in the first valuation whose repart is datad after the
amendment becomes effechve

2]

This valuation generally reflects plan changes by amendments effective before the date of the report.
Pleasa refer to Appendix B for a summary of the plas provisions used in the valuation. The effect of any
plan amendments on the unfunded tiabitity is shown In the GAIN/LOSS ANALYSIS section and the effect on
your employer contribution rate is shown In the RECONCHLIATION OF REQUIRED EMPLOYER,
CONTRISBUTIONS section of this repart. It should be noted that no change in tiabitity or rate Is shown far
any plan changes which were already Induded In the prior year's valuation.

Subsequent Events

There were no significant subsequent events to report in this vaiuation.

Page 7
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Development of Accrued and Unfunded Liabilities

1 Present Value of Projected Benefits

a) Active Membars $ 335,897,787
b) Transferred Members 3,156,985
) Terminated Members 3,817,409
d) Members and Beneficiaries Recefving Payments  * 325,765,920
e) Totat 668,642,101
2 Present Value of Future Employer Normai Costs 89,761,950
3 Present Value of Future Employee Contributions 42,737,457
4 Entry Age Normal Acorued Liabltity .
a) Active Members [(12) - (2) - (3)] 203,398,380
b) Trensferred Members ’ 3,156,985
c) Terminated Members 3,817,409
d) Members and Benefidaries Recslving Payments 325 769,920
e) Totat 535,142,694
5 Actuarial Value of Assets 428,574,604
6 Unfunded Accrued Liabifity/(Excess Assets) [(4e) 1:(5)] 107,568,000

Page 11
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'Roll Forward of Unfunded Liabilities

There Is a twn year fag betwem the Valuation Date and the Cnntntmlm Flscal Yaar :
The assets, liabiities and funded status of the plan are messured as of the valuation date {June 30,

-
3

2005).

The employer contribution rate determined by the valuation is for the f‘sml year beginning two ymrs

. after the valuation date (fiscal year 2007-2008).

This two year lag is necessary duze to the amount of time- neededto extract and test the membarslﬂpand

financia! data, and due to the need to provide public agences with their employer contribution rates wel| in
advance of the start of the fiscal year.

The Unfunded Liabllity Is used ta determing the employer contribution and therefore misst be notled forward
two years from the valuation date to the first day of the fiscal year for which the contribution ks being -
. getermined. The Unfunded Liabifity s ralled forward each year by subracting the expected Faymert on the
‘Unfunded Liability for the fiscal year and adjusting for interest. The Expected Payment on the Unfunded
Liabllity for 2 fiscal year is equal ta the Expected Employer Contribution far the fiscal year minus the
Expacted Normal Cost for the year, The Employer Condribution Rate for the first fisca! year is detenmined by
the actuarial valuation two years ago and the rate for the sacond yeer is from the actuaral valuation one
year ago, The Normal Cost Rate for each of the two fisca! years Is assumed o be the same as the rate
determined by the curent veluation. All expected dollar amounts are determined by muttiplying the ml:e by
the expected payroll for the applicable fiscal year.

Retirement Frogram

5.
2,
3.
4,
5.
€.

7.
B.
9.
10,
1L

12,

13,

St

Emplayer Contribution Rate for 2005/2006 from 6/30/2003 Valuation*
Profeched Annua) Payrol! for 2005/2006 from 6/30/2005 Valuation®
Employer Contribution Rate for 2006/2007 from 6/30/2004 Valuation'
Projected Annual Payroll for 2006/2007 from 6/30/2005 Valuatiar?
Prajected Annual Payroll for 2007/2008 from 6/36/2005 Valuation® -
Employer Normal Cost Rate from 6/30/2005 Valuation

€/30/2005 Unfunded Liabdlity

Expected Employer Normal Cost for 2005/2006 = (6) x {2)
Bxpected Employer Contribution = {1) (2}

Expected Payment on Unfunded tlabity = (9) ~ (8)

Expected [ntersst on (7) and (30) at 7,75% assurnlng mid-year
payments of conbibutions

§/3072086 Expected Unfunded Liabiftty = (7} - (10) + (11)

Expiected Employer Normal Cost for 2006-2007 = () x (4)

14. Expected Employer Contribution = (3) x (4)

15.
160
17,

Expectad Payment on Unfunded Liability = {14) - (13}
Expected Interest on (12) and (15) &t 7.75%
6/30/2007 Rolled Forward Unfunded Llabibty = (12] - (15) + (16)

34.714%
49,896,491
32.138%
51,518,127
53,192,466
19.364%

107,568,000
9,661,957

- 12,321,068

‘7,655,111
8,045,268

107,554,157

9,975,970
16,556,896
6,560,926
8,116,196
103,489,427

1an adjustment has been made in cases where there was an amendment during the year to reflect the

partial year’s payment for the amendment,
Zpnnual payroll ks assumed to Increase by 3,259 each year,
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CLLPERS ACTUARIAL VALUIATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
* EMPLOYER NUMBER 55

'(Gam)lLoss Analysis 6130!04 6[30!05

' 'l'o calculate the cost uqulrement's of the p!an, assumpticns are made about future events that affect the
amaunt and timing of benefits to be pald and assets to be accumulated.. Each year actual experience ls _
" compared to the expected experience based on the actuarlal sssumpbions. This resulis ln a::tuaﬁal gains or

Iasses as shown below,

A Total (Gain)/Loss for tha Year

Unfunded Lisbility/{Excess Assats) as of BBDICH

Expected Payment on the Unfunded Liabifity {UL} during 20042005
Interest through 6/30/05 (0775 x {AL) - ((LO775)™ - 1) x {A2)]
Expected UL before all other changes [(Al) - (A2) + (A3)]
Change in UL due to new plan changes -

Change In UL due to change in actuarial methods

Change In UL due to additional contrbutions

Expected UL after all other changes [(Ad) + {AS) + (A6} + (A7)]
Actual UL as of 6/30/05

Totzal (Ga n)/1.oss for 20042005 [{A9) - (AS)]

EPPFPPPPPr

Contribution (Gain)/ioss for the Year
1. Contritrstion
2. Expected Interast on Expected Contributions
3. Acwal Contribitions
4. Expected Interest on Actual Contributions
5.  Confribution (Galn)/Loss {{B1) + (B2) - {53) (34)]

C Asset (Galn)/Loss for the Year

Achusrial Value of Assots as of 6/30/04

Contributons Recetved during 2004/2005

Benefits and Refunds Pald during 200472005 .
Transfers/Misc. Adjustments paid during fiscal 200472005

Expected Assets as of 6/30/05 [(C1) + ({2) + (C3) + {C4) + (5)]
Actual Actuarial Value of Assets as of 6/30/05

Asset (Gain)/Loss for 2004/2005 {(C8) - (C7)]

D Liability {Gain)/l.oss for the Year
1. Tot3l (Galn)fLoss {A10)
2. Contribution (Gain)/Loss (B5)
3. Asset (Gain)/Loss (C8)
4, Llabilkty (Gain)/Loss [(DL) - (D2) - (D3)]

paNoApwWMNe

Development of the (Gain}/Loss Balance as of 6/30/05
{Galn)/Loss Balance as of 6/30/04

Payment Made on the Balance during 200472005

Interest through 6/30/05 [.0775 x {1) ~ ((1.0775)"* - 1) x (2)]
Scheduled {Gain)/Loss Balance as of 6/30/05 [(1} - {2)+ {3)]
(Gain)fLoss for Fiscal Year ending 6/30/05 {(AL0) above]

Final (Gain)/Loss Bakance as of 6/30/05 {{4) + (5]

o wNE

Expected Int. [.0775 x (C1) + ((1.0775)" - 1) x {(C2) + (C3) + (CAN]}

$

. .

103,265,334

6,269,014
7,764,672
104,760,992
0

0

. 0
104,760,992
107,568,000

_ 2,807,008

19,503,910

741,675
19,761,442
751,468

(267,325)

401,037,576
19,761,442
(24,136,063}

{57,263)
30,911,881
422,517,573
428,574 604

(1,057,121}

112,572,236
5,669,756
8,508,745

115,414,225
2,807,008

. 118,218,233

Page 14



© Case12-32118 Filed 03/31/14 Doc 1319

Tt

CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY GF STOCKION
EMPLOYER NUMBER 5%

Develepment of Required Employer Contributions

Fiscail Year2007 /2008
Percentage of Estimated §
Projected Payroll Based On
. Projectad Payrol|
Employer Contribution Rexqulired '
Payment for Normal Cost 19.354% $ 10,390,180
Payment on Amortization Bases 12.361% 5,574,947
Total {not less than zero) 31.725% 16,875,136

Annual Lurp Sum Prepayment Option® 16,256,934

*Prepayment must be received by CaIPERS between July £ and July 15,

Reconciliation of Required Empleyer Contributions

Percentage Estimated $

T of Based on
Projected Prajected
. Poyroll Payroll
1 Contribution for 7/106 - 6/30/07 32.138% § 15,959,616
2 Effect of changes since the prior valuation

a) Effect of unexpected changes In damographics and finandasf results  (0.434%) (231,618)
b} Effect of plan changes 0L.0G0% 0
¢) Effect of elimination of amortiretion base 0.000% 0

¢} Effect of change In payroll N/A 1,135,553
@) Effect of changes in Actuarial Methods or Assumptions 0.000% 0
f) Effect of changes due to additional contributions . 6.000% 0
q) Effect of changes due to Fresh Start 0.021% 11,585
h) Net effect of the changes above [Sum of {a) through {g)] (0.413%) 915,520
16,875,136

3 Contribution for 7/1/07 - 6/30/08 [{1)+(2h]] .. 31.725%

The contribution achually pald (item 1) may be diferent If 3 prepeyment of unfunded achsmrial lability s

made or a plan change became effective after the prior year's actuarial valuation was performed,

Page 15
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CALPERS ACTUARTAL VALUATIGN - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EHPLOYER NUMBER 55

Employer Contrzhutlon Rate History .

The table below provides a hlstcry of the employer contribution m’ces fcwynur pan since July %, 2005 as
determined by the annual actuarial valuation. It does not account for prepayments or benefit charwges
made In the middie of the year,

Required By Valuation
Fisenl Employer Tokal Employer
Year HNarma) Cost Upfundes Rate J
2005 - 2006 19,208% 15.506% . 34.714%
2006 - 2007 19.412% 12.726% 32.138%
2007 — 2608 19.364% 12.361% 31.725%

Funding History

The Funﬂng History below shows the recenl: history of the achuarial value of assets, achuarial acoued llabﬂity, thelr
relationship, and the refationship of the unfunded actuarial acoued Hahillity to payroil,

valuation Accrued " Actuarial Unfundei Funded Annual ULAsa
Date Liablity Value of Liability Status Covered % of
(a) Assets {a)-(b) (b}/(a) Payroll Payroll
(b) e (c) f(a)-(b}1/(c)
06/30/03 %  473/038,190 $ 380,682,253 § 92,355,897 B0S% % 43,816,129 210.8%
G6/30/04 504,302,910 401,037,576 103,265,334 79.5% 45,115,798 228.9% .
Q6/30/05 536,142,694 428,574,694 107,568,000 79.9% 48,325,899 222.6%

Page 16
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Doc. 1319

Reconciliation of the Market Value of Assets

Market Value of Assets as of June 30, 2004
Employer Contributions

Employee Contributions

Benefit Paymants to Retirees and Seneficiares
Refunds

Lemp Sum Payrnents .

Transfers and Misceflaneous Adjustments
Investment Return

Market Value of Assets as of June 30, 2005
((HAYHEBHEAHEIH(E1{7)+(B))

3 N W N S

$

$

395,438,385
14,958,864
4,802,528

(24,053,515)

(82,548}
' Q

(57,263)
52,367,684
443,374,386

Development of the Abtuarial Value of Assets

. Actuarial Value of Assets as of June 30, 2004
Employer Coniributions

Employee Contributions

Benefit Payments to Retirees and Beneficiaries
Refunds

Luertpt Sum Payments

. Transfers and Misceflansous Adjustments
Bxpacted Invastment Income at 7.75%
BExpected Actuarial Value of Assets

[{1) + (2) + (3) + () + (5) + (6) + (7) + (8)]
. Market Value of Assets as of June 30, 2005
Prefiminary Actuarial Value of Assets [(9) + ((10) - (9)) 7 15)
» Maximum Actuarial Value of Assets (120% of {10))

. Minimum Acuarial Value of Assets (80% of (10))

CAND WG N

GELRES

. Actuarial Value to Market Value Ratin

$

401,037,576
14,958,864
4,802,578
{24,053,515)
(82,548)

0

(57,263)
30,911,881

. Final Actuarial Value of Assets {Lesser of [(12), Greater of (1), (13))}  $

427,517,573

443,374,386
428,574,694
532,049,263
354,699,509
428,574,604
T 86.7%
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CALPERS ACTUARIAL VALUATICN ~ JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTON
EMPLOYER HUMBER 55

Asset Allocation”

The asset aliocation and market value of assets shown balow reflect the values of the Public Emplayees
Ratiremant Fund {PERF) in its entiratly as of June 30, 2005, The assats for CITY OF STOCKTON SAFETY
PLAN are part of the Public Employeas Retirement Fund (PERE) and are invested accardingly,

(A) By | ] (D)

Asset Class Market Vatue Current Target

(5 Bilion) Allocation
1) Total Cash Equivaknls 53 2.7% 00%
7) Totl Global Fixed Incoma 54.3 2005 26.0%
1) Totzl Equities 1246 64.3% 66.0%
1) Totsl Feal Estate 0.6 5 0% B.0%
Totzl Fund 193.B 100.0% . 100.09

1
5.0% 2.7%

* The starting point and most Imporiant element of CAIPERS” successfui retum on investment is the asset
allocation o diversilication amony stocks, boads, cash and ather investments.  Asset dlocation Is not an
psset-only or llabllity-onfy decision, Al facors, inclixking Habilfies, benefit payiments, operating expenses,
ang ampkayer and mesnber contribubions an: taken Ifte account in determining the appropriate asset

allocation mbe The goal s to maximize returns at a prudent level of risk wiich presents an ever-changing
balanding act between market volatlity and kong-term goals.

CalPERS follows a strateglc asset aliocation policy that, identifies the percentage of funds to be vested In
each amset tlass

Fage 20
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY QF STOCKTON
EMPLOYER NUMBER 5%
i e Summary. of Valuation Data -
June 30, 2004 June 30, 20058
1. Active Members :
a) Coums 605 63t
b) Average Atained Age 38.48 . B2
c) Average Entry Age ko Rate Plan 27.92 2.7
d) Average Years of Service 10.65 1045
£) Average Annual Covered Pay $ 7452 % 76,585
f} Annual Covered Payroll 45,115,799 48,325,899
) Projected Anmual Payroli for Gontribution Year 49,655,095 53,192,465
h) Present Value of Future Payroll 438,510,074 474,860,788
2. Transferred Members
a) Counts ) 60 66
b) Average Attalned Age 91.44 41.84
) Average Years of Service an 2.3
d) Average Annual Covered Pay 69,360 4 71,797
3, Terminated Members T -
a) Counts 70 79
b) Average Attained Age , 37.4 37.40
c} Average Years of Service 263 3.14
d) Average Annual Cavered Pay 45238 % 46,822
4. Retired Members and Beneficiaries
3} Counts 563 569
b) Average Attzined Age 61.19 £3.53
£) Average Annual Benefits % 39874 % 43,404
5. Active $o Retired Ratio [1(a)/4(a)} 1.1 1.1

Counts of members inctuded in the valuation are counts of the recards processed by the valuation. Multiple

records may exdst for thase who have service in more maa che valuation group. This does
double eounting of liabiittes, : group. not result In

Page 23
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
SAFETY PLAN OF THE CITY OF STOCKTO

4

EMPLOYER NUMBER 55 -
Active_Members
Pistribution of Active Members by Age and Servica
Years of Service at Valuation Date
Attained 04 5.9 10-14 15-19 20-25 25+ Total
15-24 19 0 0 0 ] i 19
25-29 70 . & 1] ] o 76
30-34 57 53 19 0 0 124
3539 36 33 64 14 0 0 151
4b—ll4 B 16 47 H 7 g 112
45-49 3 5 20 25 24 11 s8a
50-54 0 2 15 16, 44
55-59 0 o 2 5 6 16
60-64 0 ¢ 1 0 o 1
65 and over 0 0 ) 0 0 0 0
Al Ages 193 115 158 a1 51 33 631
Distribution of Average Annual Salaries by Age and Servlce
Years of Service at Yaluation Date
Attalned 0-4 59 10-14 15-19 20-25 25+ Average
Age _
15-24 §51,920 . 40 50 $0 50, .. . 40 ... 451979 .
2529 53840 72,427 0 0 0 0 55,307
30-34 55,457 7505 A7 ' o o 0 66,522
1§30 5513t 7375 83508 . 91,788 b 0 75383
40-44 55,101 74,977 82,438 95,387 101,302 0 84,530
4549 52,332 B1,186 86,561 9,694 97,040 114,184 52,289
50-54 0 76,167 81,358 89,862 96,565 103,665 95,384
55-59 0 o 85437 84516 98893 120299 102,600
60-64 0 0 0 77,043 0 0 77,043
65 and aver D D ] D 0 0 0
Average  $54411  $74,812 483151 492,172  $97,667  $110,19  $76,586
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SAFETY PLAN OF THE TY OF STOCKTON
EMPLOYER NUMBER 55

. 'Retired Members and Beneficiaries

Distribution of Retirees and Beneficiaries by Age and Retirement Type

Non- Non-

Attalned Service Industrial Industrial Industrlal XIndustrial  Death After
Age  Retirement Disabillty Disability  Death Death  HRetirement  Total

Uinder 30 1] ¢} ] 0 a 1 ) 1
30-34 0 ] 4 . ¢ D 4
3539 0 L 12 0 a 0 12
40-44 o & 1o 0 1 1] 17
45-49 1] 1 15 0 1 (] 17
50-54 17 0 28 0 1 6 52
55-59 50 2 852 0 i 5 110
B0-54 66 3 40 0 2 9 120
85-69 91 1 25 0 1 8 76
70-24 35 o 10 1] 1 11 57
75-79 26 0 B a 0 14 48
80-84 17 1] 2 a 1 10 29
g5 and 5 0 0 1 1 18 : 25
Ower .

All Ages 257 7 212 R | g ) 568

Average Annuat Amounts for Retirees and Beneficiaries by Age and Retirement Type
Non- Non-

Attained Service Induestrial Industrial Industrial Industrial Death After
Age Retirement _ Disability Disability  Death Death Retirement Ave

nder 30 $0 %0 $0 50 %0 $12,720 $12,720
30-34 0 0 30,293 o ¢ - - 0 . . 30293
3539 0 0 32,165 0 g 0 32,165
40-44 0 0 29,939 1] 52,579 0 33,50
45-49 1] 11,321 26,667 1] 62,265 0 27,858
50-54 66,074 0 51,537 ) 77,476 35,444 55,147
55-59 65,705 32,494 54,668 0 25,203 28,130 57,807
60-64 57,870 35,654 42,705 Y 26,075 26,500 49,437
6569 45,905 20,633 47,349 0 2527 25,240 43,602
70-74 37,386 0 37,407 0 30,690 22,897 34,474
75-79 33,245 o 34,085 0 0 17,367 28,754
BO-B4 32,6H4 0 18,821 4] a 18,360 26,794
ag:;-ﬂ 39,805 0 0 2.025 24,719 15,701 21,605

. Average 450,730 $29,138 443,608 - $21,025 $39,484 $21.559 $43,404
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CALPERS ACTUARIAL VALUATION ~ JUNE 3@, 2005
SAFETY PLAN OF THE CTTY OF STOCKTON
EMPLOYER NUMBER 55

Retired Members and Beneficiaries

Distribution o} lletlrees énd Beneﬂdaﬁs byYea:s Retlred and Retirement'l’we

: : Hon- MNon-

Years Service Industrial ¥ndustrial  Industrial Xndustrinl  Death After

Retired  Retlrement  Disabllity  Disabllity Death Death Retirement Total
Under 5 58 )] 58 0 i) 2 118

Yrs .

58 72 3 81 4] 0 4 - 130
10-14 36 2 39 g 2 8 " R7
1519 37 0 36 0 4 16 a3
20-24 33 1 14 0 1 9 58
529 iz 1 8 D 1 15 42
30 and 4 q 6 1 1 8 40
Over

All Years 257 7 212 1 S a2 56B

Average Annuat Amounts for Retirees and pgqéﬂclaria by Years Hetired and Retirernent Type

Years Service lml;‘::;ial Industrial Inm-ial Industrial Death After
Retired Retirement  Disabliity  Disubitity Death Death Retirement  Average
Under5  $69,185 $0 $58,898 $0 $0 $34,963 $63,549
;-'3 56,229 37,977 48,763 o ] 43,718 52,494
10-14 43,934 27,214 34,122 0 43,822 27,267 37,616
15-19 41,243 0 38,439 ] . 48,909 27,032 38,042
2024 - 35,666'. - 20,693 - 27.790 0 RO 0209 - 35,443
25.29 30,664 14,511 19,971 q 25,279 16,043 22,902
Vand 34409 0 16,271 21,025 24,719 16,185 18,355
au?:ge §50,730 . $29138 - $43688 . $21,025 $39,484 $21,599 $43, 404
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CALPERS ACTUARIAL VALUATION — JUNE 30, 2005 APPENDEX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial Data

As stated in the Actuariai Certification, the data which serves as the basis of this valustion Ras Been
cbtained from the verious CalPERS databases, We have reviewed the valuation data and believe that it is
reasonable and appropriate in aggregate, We are unaware of any potential data Issues that would have a
material effect on the results of this valuation, except that data does not contaln information about
reciprocal systems. Therefore, salary information in these cases may not be accurate. This situation is
relatively infrequent, however, and when it does occur, generally does not have a matesial impact on the
employer contribution rates, )

Actuarial Methods

Funding Method

The actuarial funding method used for the Retirement Program ks the Entry Age Narmal Cost Method.

Under this method, prajected benefits are determined for all members and the associated liabilities are
spread In @ manner that produces level annual cost as a percent of pay In each year from the age of hire
{eniry age) to the assumed retirgment age. The cost alincated to the aurent fiscal year is called the normal
cost. ’

The actuaria) accrued liablfity for active members is then aiculated as the partion of the total cost of the
plan aliocated to pricr years. The actuarial accrued Nablity for members currently receiving benefits, for
active members beyond the assumed retirement age, and for members entitled to defermed benefits, is

equal to the present vaiue of the benefits expected to bg.pald. No normal costs are applicable for these
participants.

The excess of the total actuarial aocrued liabllity over the actuaria! value of plan assets Is called the
unfunded actuarial acoued liabilty, Furding requirements are determined by adding the normal cost and
an amartization of the unfunded liabllity as a level percentage of assumed future payrolis. All changesin
Hability due to plan amendments, changes in achuarial assumptions, o changes in achimrial methodology are
amortized separately over a 20-year perod. In addition, all gains or losses are tracked and amortized over
a rolling 30 years. Finally, If a plan’s accrued liability exceeds the achiarial value of assets, the annual

conitribution with respect to the total unfunded liability may not be less than the smount produced by a 30-
year amortization of the unfunded Hability,

An exception to the funding rules above Is used whenever the application of such rules resutts in
inconsistendies. In these cases & “fresh start” approach is used, This simply means that the current
unfunded actuarial liability is projected and amortized over a set number af years. As mentioned above, if
the annual contribution on the total unfunded liability was less than the amount produced by a 30-year
amartization of the unfunded liability, the plan actuary would lmplement a 30-year fresh starit. Howaver, In
the case of a 30-year fresh start, just the unfunded bability not already In the (gain)ficss base {which

already is amortized over 30 years) will go into the new fresh start base. In addltfon, a fresh start is needed
in the following situations: .

1) when a positive payment would be required on a negative unfunded actuarial lizbility (or
conversely a negative payment on a positive unfunded actusrial fiability): or

2) when there are excass assets, rather than an unfunded liability. Beginning with the June 30, 2004
valuation & 30-year fresh start is used In this situation,

It should be noted that the actuary may choose to use a frash start under other cicumstances. In all cases,

the the fresh start pesiod is set by the actuary at what he deems appropriate, and wiil not be less than five
years nar greater than 30 years. i '

Al



Case 12-32118 Filed 03/31/14 Doc 1319
T )

CALPERS ACTUARIAL VALUATION — JUNE 30, 2005 APPENDE! A,
~ STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS : ' S

Asset Valuation Method | : S ) .

In asder to dampen the effect of short term market value fitctuations on employer cantrbution rates, the

following asset smoothing technique s used. First an Expected Value of Assets is computed by bringing

- farward the prior yeer's Actuarial Value of Assets and the contributions received and henefits pald during the
year 2t the assumed actuarial rate of retum. The Actusarial Value of Assets Is then computed as the

Expected Value of Assels plus one-fifteenth of the difference between the actua! Market Value of Assets and

the Expected Value of Assets a5 of the valuation date. However In 10 case will the Actuarial Value of Assets

be less than BO% or greater than 120% of the actual Market Value of Assets. -

Miscellaneous

Superfunded Status

'If a rate plan Is superfunded (actuarial value of assets exceeds the present velue of benefits), as of the
most recently completed annual valuation, the employer may cover their employees’ member contributions
{both taxed and tex-deferred) using their employer, assets during the fiscal year for which this valuation
applles. This would entall transferring assets within the Public Employees’ Retirement Fund (PERF) from the
employer account 10 the member accumulated contribution accounts. This chenge was Implemerted:
effaciive Jenuary §, 1999 pursuant to Chapter 231 (Assembly Bill 2099) which added Government Code
Section 20816. . .

Superfunded status appiles only to Individual plans, rot risk pools. For rate plans within a risk pool, .
actuarial vahue of assets is the sum of the rate plan’s side fund pius the rate plan's pro-rata share of non-
side fund assets. S

Internal Revenite Code Section 415 _ R . . .
The limitations on benefits imposed by Intemal Revenue Code Section 415 were nat taken Into acoaunt In

this vahsation. The effect of these fimiations has been deemed immaterial on the overali results of this
valuation. : :
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Actuarial Assumptions

Economic Assumalions
Investment Retum
1.75% compounded annually {pet of expenses). This assumption is used for all pians,
Saltary Growth .
Annual increases vary by category, entry age, and duration of service. The assumed Increases are
shown below,
Public Agency Miscellaneous
Duration of Service Enbry Age 20 Eniry Age30 Entry Age 40
D 0.1445 0.1265 0.1005
1 0.1215 0.1075 0.0875
2 0.1035 0.0935 0.0775
3 0.0905 0.0a25 0.0695
4 0.8805 0.0735 0.0635
5 Q.0725 0.0675 0.0585
10 Q.0505 0.0485 0.0435
15 0.0455 0.043% 0.0385
20 4.0415 0.0395 0.0355
25 0.0385 0.0365 0.0345
30 0032 v 80325 0.0325
Public Agency Fire
Duration of Service  Entry Age 20 Entry Age 30 Entry Age 40
] 0.1075 0.1075 0,1045
1 0.0975 0.0965 0.0875
2 0.0895 0.085% 0.0725
3 Q.0825 0.0775 0.0625
4 0.0765 0.0705 0.053%
5 0.071% 0.0645 0.0475
10 0.0535 00485 - 0.0375
15 0.0435 0.0415% 0.0365
20 0.0395 0.0385 0.0345
25 0.0355 (10355 0.0335
30 00325 0.0325 0.0325
Public Agency Pollce
Duration of Service  Entry Age 20 Entry Age 30  Entry Age 40
] 01115 0.111% 0.1115
1 0.0955 0.0055 -0.095%
2 0.0H35 0.0835 - 0.080%
3 0.0745 0.0725 0.0665
4 0.0675 0.0635 0.057%
5 0,0615 0.0575 0.0505
10 T 0MIE 0.0445 0.0365
15 0.0435 ’ 0.0415 0.0355
20 a.039% 0.0385 0.0345
25 a.0365 0.0355 G,033%
30 0.0325 0.0325 0.0325




Case 12-32118 Filed 03/31/14 Doc 1319
© o) )

CALPERS ACTUARTAL VALUATION ~ JUNE 30, 2005
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Public Agency County Peace Officers

Duration of Service - Enby Age 20—Enbtry Ave-30—Entry-Age 40

0 01315 0.1315 . 01315
1 0.1115 0.1085 0.1055
2 0.0065 0.0915 0.0865
3 0,0845 0,075 0.073%
§ 0.0755 0.0695 0.0635
5 00585 = 00625 0.0555
10 0.0485 0.0445 0.0405

15 0.0435 0.0405 0.0385
20 0.0395 0.0385. 0.0365
25 0.0355 00355 . 0.0345

30 0.0325 0.0325 0.0325

»  The Miscellanecus salary scale ks used for Local Prosecutors,
» The Pollce salary scale is used for Other Safety, Local Sherlff, and Schoot Police.

Overall Payroll Growth

3.25% compaunded annually {used in projecting the payroll gver which the unfunded lability s
smortized}. This assumption is used for 2 plans. '

Inflation
3.00% compounded annually. This assurmgtion is used for alf plans.

g

Credit for Unused Sick Leave . _
.Firral Average Salary Is increased by 1% for those agencies that have accepted the provision
providing Credit for Unused Sick Leave. ' :

Conversion of Employer Pald Member Contributions (EPMC)
Flnal Average Salary is inareased by the Employee Cantribution Rate for those agencies that have
oontracted for the provision providing for the Conversion of Employer Pald Member Contritutions
{EPMC) during the final compensation period.

uummnn {Bﬂthcﬁ“‘!} e e - .- ke - . . .
Employees hired prioc o July 1, 1982 have projected benefit amounts increased in order to refledt
the use of "Best Factors” In the calculation of optional benefit forms, This is due to a 1983 Supreme
Court decision, known as the Namis dedislon, which required males and females to be treated
equally in the determination of benefit amounts.. Consequently, anyone already employed at that
time Is given the best possible conversion factor when optional benefits are determined. No foading
ks nacessary for emgployees hired after July 1, 1582, :

A4
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p s
__‘_'_P_rg_-lletirement Mortality

Non-Indistrial Death™Rates vary by ageand geider. Irdistrial Death rates Viry by age. Sée
sample rates in table below. The non-Industrial desth rates are used for all plang, The Industrial
death rates are used for Safety Plans (except for Local Prosecutor safety members where the
comesponding Miscellaneous Plan does not have tha Industriat Death Senefit),

Non-Industriat Death Industrial Death
{Not Jab-Relabed) (Job-Related)

Age Mate Female Male and Fenmle
20 0.80019 0.00009 a.00003
25 010027 0.00014 ' 0.00007
30 0.00038 D.00021 0.00010
3 0.00054 0.60031 0.003013
4 0.00077 D.000as -0.006017
45 D.00L10 0.00068 0.00020
50 0.00156 2.00102 0.00023
55 0.0022¢ - pobi1sS1 0.00027
60 0.00314 0.00226 D.00030

Miscellaneous Plans usually have Industrial Death rates st to zern unless the agency has spedfically
contracted for Industrial Death benefits, If so, each Non-Industrial Death rate shown above will be
spiit Into two components: 39% will become the Non-Industrial Death rate and 1% will become the

Industrial Death rate,
Post-Retirement Mortafity Ty '
Rates vary by age, type of retirement and gender. Sae sample rates in table below, These rates
. are used for all plans. )
Non-Industrially Disabled Xndustrially Disabled
Healthy Recipients {Not Job-Related) (Yob-Related)
Age  Male Female Mate Female Male Female
50 0.00295 D.00136 .01459 0.01129 0.00546 0.,04388
55 0.00429 (000253 . 0.02115 0.01461 0.00616 0.00568
B0 000721 0.00M42 0.02870 " 0.01BB4 0.01016 0.00818
65 001302 0,00795 0.03617 0.02356 0.01853 0.01214
720 002135 00127 004673 0,03020 ©.03369 -0.01760
75 0.03716 0.0215 0.06552 0.09298 0.05768 0.02774
80 0.05256 0.03883 0.09481 0.05514 0.0B620G 0.04690
85 0193195 0.07219 0.14041 0.1026% 0.13032 0.08262
90 0.1737%  0,12592 0.20793 0.1618% 0.19598 0.139B4
95 025917 021773 0.30792 0,25522 0.29444 0.23566
100 0347249 032036 0.45599" - 0,40236 0.44259 0.35341
Marital Status
~ For active tmembers, a percentage married upon retirement Is assumed according to the following
table.
Member Category Percent Married
Miscelianeous Member B5%
Local Palice 0%
Local Fire S0%
Other Local Safety S0%
Schoal Police . 90%
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Age of Spouse . U,

Itis assumed that  Female spouses are 3 years younger than male spcmss. This asmm'pu'ﬁn Is
used for all plans.

Termtinated Mell;bem

It is assumed that members refund immediately ¥ non-vested, retire immedistely if eligible, or
retire at the earliest retirement age if not eligible,

Termination wlth Refund

" Rates vary by entry age and service for Misceilanecus Plam aatsvarybarsaﬂoefors:;fety Plans..
See sample rates in tables below,

Public Agency Miscellaneous

Duration of
Service  Entry Age 2D Entry Age25 Entry Age30 Enby Age 35 Entry Age 40 Emzyngeqs
] 0.1760 0.1691 0.1622 0.1553 0.1483 0.1414
1 0.1561 . 01492 0.1423 13535 . 01284 0.1215
2 0.1362 0.1293 0.1224 0.1154 0.1085 0.1016
3 0.1163 0.1094 0.1025 0.0955 0.0886 . 00817
4 00964 00835 0.0826 0.0756 0.0687 0.0618
5 0.0283 0.0257 0.0232 0.0206 0.0181 0.0155
10 0.0184 0.0161 0.0139 0.0117 0.0005 D.0073
15 0.0120 0.0102 00083 - 0.0064 0.0046 0.0027
20 - 0.0073 0.0057 0.0041 0,0025 0.0009 0.0002
5 D.0034 0.0022 0.0009 0.0002 0,0002 0.0002
30 0.0010 0.0002 0.0002 0.0002 0.0002 0.0002
Public Agency Safety :
Dyration of Servica Fire Pallce County Peace Officer

0 0.0947 0.1299 6.1072

1 0.0739 0.0816 0.0841

2 0.0531 0.0348 0.0609

3 00§33  0.0331 T b.0470

4 0.0290 0.0314 0.0445

[ 0.0095 0.0110 0.0156

10 0.0028 0.5068 0.0095

15 poo2L i 06,0035 0.0048

20 poMIE - 0.0022 0.0022

25 0.0010  0.0015 0.0010

30 0.0009. . 0.0012 0.0006

The Pofice Termination and Refund rates are wsed for. Puhlil: Agemy i.ocal Prosecutors, Other Safety, Lol
Sheriff, and Sdml Police,

A
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Termination WIthVesbed Benefits oo T e T

Rates vary by entry age and service for Miscellaneous Pians, Rates vary by service for Safety
Plans. See sampie rates in tables below,

Public Agency Misceliageous

Duration of . .
Service EntryAge 20 EntriyAgedS EntryAge30 EntryAge35  Entry Ags 40
5 0.0482 | 0.0439 0.0395 0.0351 0.0307
10 £.0350 0.0343 0.0296 . 0.0249 06000
15 0.0326 0.0274 0.0224 0.0000 0.0000
20 0.0245 0.5192 0.0000 0.0000 0.0000
5 0.0156 0.0000 00000 0.0000 Q.0000
30 0.0000 D.5000 G.0000 0.0000 0.0000
Public Agency Safety
Duration of T County Peace

Sarvice Fira Polioe Officer

5 0.0152 0.0187 0.L0265

10 0.0051 0.0145 0.0204

15 00058 | D.O0M 0.0130

20 00053 ' ploa7s 0.0074

25 0.0047 £0.0057 0.0043

30 0.0045 0.0064 0.0030

5 0.0000 0.0000 0.0000

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

= The Police Termination with vested benefits rates are used for Public Agency Local
Prosecutors, Other Safety, Local Sheriff, and School Pallce.
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Non-Industriat (Not Job-Related} Disubility
- Rates vary by age and gender for Miscellaneous Plans,

Rates vary by age for Safety Plans.
Miscailaneous Fire " PoHoe County Peace Officer
Age Male Female Maleand Femafe Male and Female Mate and Female
20 0.0001 o000 \ 0.0001 0.0001 0.0001
a5 0.O002  0.0002 0.0001 0.0001 - .0001
30 00002 0.0004 0.0001 0.6002 0.0001
35 ©.0008 0.0010 0.0001 0.0003 - 00002
40 00015 00016 .01 0.0004 0.0003
45 0.0024 0.0023 0.0042 0.0005 0.0004
50 0.0037 ¢.0035 0.0005 0.00068 0.0007
55 0.0045 G.004% 1.0010 0.0013 0.0012
B0 0.0055 (.0039 0.0015 - . 0.0026 0.0019

» The Miscellanecus Non-Industrial D{sabifity rates are used for Local Prosecutors,
used for Qther Safety, 1 ocal Sherff, and School-

The Pofice Non-Industrial Disabillty rates are

Police,

"
Industrial (Job-Related) Disabliity
Rates vary by age and category.
Age Fire Police County Peace Dfflcer
20 0.0002 0.6006 0.0002
35 D.0010 0.0028 0.0012
30 0.0021 0.0056 0.0025
35 0.0031 0.0084 0.0037
40 0.0041 0.0112 0.0050
45 0.0051 0.0146 0.0062
50 4.0062 0.0167 0.0075
55 0.0601 .0581 0.0128
(] 0.0601 {0581 0.0128

The Police Industrial Disability rates are used for Local Sheriff and Other Sefety.
Fifty Percent of the Police Industrial Disablility rates are used for Schoo! Polloe.

One Percent of the Police Industrial Bisablitty rates are usad for Locst Posecitars.
Normally, rates are 2ero for Miscellaneous Plans unless the agancy has specifically contracted
for Industrial Disabdlity benefits. If so, each miscelianeous non-industrial disability rate wili be

spiit Intn two components: 50% will become the Non-Industrial Disabllity rate and 509 will

become the Industrial Disability rate.

A8
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Service Retivement
Publlc Agency Miscellansous 29 @ 60
’ Duretion of Service
Age SYears 10Years 15Years 20Years 25 Years 30 Years
s 0.0085 {.0120 0.0146 0.0165 d.0164 0,0206
51 0.0059 0.0082 0.Q160 0.0113 0.0126 0.0142
52 0.0092 0.0129 0.q157 0.0178 0.0198 0.0222
53 0.0104 0.0146 0.0177 0.6200 0.0224 0.0251
54 0.0109 00154 0.0187 © 0.0211 0.0236 0.0264
55 0.0198 0.0279 0.0339 0.0383 0.0427 0.0479
56 0.0181 0.0254 0.0308 0,08 0.0389 0.0436
57 0.0208 a.0292 0.06354 0.0400 0.0447 o.0501
58 0.0262 0.0368 0.0447 0.0505 4.0564 0.0632
59 0.0335 00471 D0.0572 0.0546 0.0721 0.0805
80 0.0615 0.0865 0.1051 0.1187 0.1325 0.148%
61 00628 00883 0.1073 01212  0.1355  0.1517
0.1258 D.1757 0.2147 02426 0.2708 0.3036
63 0.1263 01775 0.2156 0.2436 0.2720 0.3049
64 0.0972 01366 0.1659 0195 0.2093 0.2346
65 41731 0.2432 0.2955 43339 0.3727 04178
66 00946 0.1330 0.1616 2.1825 0.2038 0.2284
&7 0.1272 0.1787 0.21?% ) 0.2453 09,2738 0.3069

Public Agency Miscellaneous 2% & 55

%%&E&ﬂﬂ%%%ﬂ%&ﬂ-&ﬂﬂ%F

Duration of Servica
SYears 10Years 15Years Z0Years 25Years 30 Years
0.0145 4.0184 0.0224 0.0269 0.0307 0.0386
0.0106 0.0135 0.0te4 0.0198 0.026 0.0289
0.0114 6.0145 0.0176 0012 0.0241 0.0287
0.0150 £.01490 0.0231 0.0278 0.0318 0.0378
£.0199 0.0252 0.0307 0.0369 0.0M21 0.0502
D.0475 0.0604 0.0734 0.0883 0.1608 0.1200
0.0395 §.0502 - 0.0611 0.0735 0.0838 0.09498
0.0427 D.0542 0.0659 0.0793 0.4905 0.1078
0.0473 0.8601 0.0730 0.0879 0.1003 0.1194
0.0510 D.0648 0.0788 = 0.094B 0.1082 0.1287
0.0715 0.0508 0.1104 0.:328 0.1516 0.1804
0.071% 0.0508 0.11D4 0.1328 0.1516 0.1805
a.127% 0.1620 0.1969 02368  0.2704 03219
Q.12587 0.1636 0.1988 0.2302 0.2731 0.3250
0.0931 0.1182 0.1433 0.1729 0,1974 02350
a.1738 02209 0.2686 0.3231 0.3088 04390
0.1085 0,1378 0.1675 0.2016 0.2301 0.2739
0.1109 0.1409 01743 0.2061 0.2353 0.2801
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Public Agency Miscellaneous 2.5% @ 55, 2.7% © 55, 3% @ 60
25% @ 55 4.2% & 55 3% & &0
Age Male Male Male Famale
50 0.05000 0.07000 @.05000 0.07000 0.05000 0.07000
51 0.02000 Q.05G00 0.02000 0.05000 0.02000 0,05000
52 0.03000 0.05000 0.03080 .. 0.05000 0.03000 {05000
53 0.03000 Q.0%0G00 0.03000 0.06000 0.03000 0.05000
54 0.04000 0.05000 0.04000 0.06000 0.04000 0.65000
L] 0.068000 0.09000 0.69000 0.10000 0.08000 - D.09000
56 0.66000 0.07000 0.07000 0.08000 0.47000 0.08000
57 D.07000 0.06000 C.Q8000 0.07000 0.98000 0.07000
58 0.08000 0.16000 0.08000 0.10000 0.05000 011000
5 0.03000 0,09000 0.10000 0.05000 0.11000 0.10000
&0 D.16000 0.124600 0.17600 0.13000 0.15000 0.15000
61 0.15000 0.10000 0,15000 0.11000 0,17000 0.12000
&2 D,26000 a.21600 .0, 28000 0.23000 . 31000 .25000
63 0.22000 £.18000 0.23000 0.20000 D.26000 0.22000
&4 0.15000 $.13000 0.16000 0.14006 D.18000 0.16000
65 0.25000 0.25000 027000 Q27000 0.30000 £.30000
66 0.314000 0.15000 ©.15000 Q15000 0.17000 0,18000
67 0.12000 0.14000 0.13000 0.16000 0.1400G 0.17000:
68 012000 0.11000 0.13000 0.12000 0.15000 0.13000
69 D.09500 0,13060 0.10000 0.14000 4.13000 0.15000
70 1.00000 1,00000 100000 100000 - 1.00000 1.30000
.
Public Agency Fire 15 @ 55 and 2% @ 55
Age Raz Age Rate
50 0.01588 - 56 0.11079
51 0.00000 57 0.00000
Ly 0.03442 5B 0.09499
53 0.019%90 55 0.04409
54 D.0<£132 &G 100000
85 0.07513
Public Agency Police Y2 @ 55 and 2% € 55
Age Rate Aag Bate
50 0.02552 56 0.06921
51 0.00000 57 0,05113
52 ¢.q1637 58 a.07211
53 0.02717 59 007043
o4 0.00949 &0 1.00000
55 0.16674

A-10
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Public Agency Police 2% @ 50
' Duration of Service
Age SYears 10Years 15Years 20Years 32SYears 30 Years
- 50 0.0138 0.0138 0.0138 0.0138 0.0253 0.0451
St 0.0123 00323 0.0123 0.0123 0.0226 0.0402
52 D.0262 0.0262 0.0262 ° 0.0262 0.0480 0.0855
53 D.0523 0.0523 0.0523 0.0523 0.0957 0.1706
&4 0.0697 D.0697 0.0697 0.0697 0.1275 0.2274
55 0.089% 0.0839 0.08%9 0.0899 0.1645 0.2932
56 . 0.0638 00638  0.0638 0.0638 0.1166 0.2079
57 0.071% 0.0711 0.0711 0.0711 £.1300 0.2314
S8 0.0528 D.0820 0.0628 0.0628 0.1149 0.2040
99 0.1396 0.1385 0.1395 0.1396 0.1735 D.2944
&0 0.1355 0.1355 0.1396 0.1396 0.1718 0.2506
61 0,13%6 0.1396 0.1394 0.1396 0.1719 D.2506
62 0.13%6 0.13%6 0.1396 0.13% f.1719 0.2506
63 0.1396 0,1306 0.1396 0.1386 0.1719 0.2506
&4 0.1396 0.1396 0.1395 0.1396 01719 0,2506
&5 1.0000 10000 10000 1.0000 10000  1.0000

These rates also apply tn Loca] Proseaitors, Local Sheriff, Schodl Police, and Other Safety.

Public Agency Fire 2%@50
Durzbion of Service
Age SYears IDYears 1%Years 20Yesrs 25Years 30 Years
50 0.0065 DO0GS  0.0065 00065  0.0i01  a.0151
51 0.0081 00081  ©0081 Q0081 00125 0.01687
52 0.0173 00173 00173 00173 D067 0.0400
53 0.0465 D.0465 00465 D465 00716  0.1072
54 0.0538 00638 ©0.0638 0.0638 00983  0.1471
55 0.0868 00868  0.0B68 00868 01336  0.2000
56 0.0779 00779 00779  DO7M 01200 0.1796
57 0.0901 0.0201 00901 00501 01387  0.2077
58 0.0790 0.0790  0.079¢  0.0790  0.1217 0.8
59 0.0729 00720 00729 0.0729  0.1123 0.1681
0 £.1135 0.1135 01135 0135 01747  0.2615
61 £.1135 01136 63136 01138 01749 0.2618
62 0.1136 01136 01136 01138 01749 02618
63 0.1136 0.1136 01136 Q1136 01749 0.2618
&4 01135 01136 D136 04136 01749 0.2618
65 1.0000 1.0000 1.0000 10000  1.0000  1.0000
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~ Public Agency Police 3% @ 55

Duration of Service

Age S5Yesrs 10Years 15Years 20Years 25Years 30 Years
50 0.0193 0.0193 0.0193 0.0153 0.0387 00600
51 0.0157  0.0157 0.0157 0.0157 0.0324 0.049%
2 0.0163 00163  0,0163 " 00163 0.0337 0,051¢ - .
53 0.0587 0.0587 0.0587 0.a587 01208 0.1829
54 0.0691 0,0691 0.0691 00681  0.1422 0.2i54
5% 0,1164 0,1164 0.1164 0.1164 0.2397 0.3830
1] 0.0756 0.0756 0.0756 0.0756 10,1556 02357
57 0.0581 0.0581 (1,058} 0.0581 0.1156 0.1812
59 00503 00508 00508 00508 ©0.1045  0.1563
59 {.0625 0.0625 00625 0.0625 D.1247 C.1949
60 1.0040 1.0000 13000 1.0000 1.00040 1.0800

« These rates also apply to Local Prosecitars, Locat Sheriff, School Potioe, and Dther Safety.

Public Agency Fire 3% & 55
Duration of Service

S5Yesrs 10Years 15Years 20 Years 25 Years 30 Years
0.0024 0.0024 0.0024 0.0035 ~ 0.005% 0.0465
0.0048 0.604B 0.6048 0.0070 0.0110 0.0128
0.0147 0.0147 0.0147 0.0215 - 0.0339 0.039%
0.0425 0.0425 00425 = 00621 0.0979 0.1142
a.0557 D.0567 00567 ~ 00828 - 0.1306 0.1523
0.0915 0.0915 0.0915 0.1337 0.2169 0.2459
00811 0.0811 Q.0811 - 0.1134 0.1868 0.2178
005996 0.0996 0.0996 0.1455  0.2295 0.267G
0.0814 {0814 0.0814 0.1189 0.1874 ° 0.2185%
00775 00775 0 00775 (113t 01784 02080
1.0600 10000 1.0600 1.0000 1.0040 1.0000

SPYURNEBYLBE
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Public Agency Police 3% @ 50
Duratian of Service
Age SYears 10Years 1SYesrs 20 Years 325 Years 30 Years
S0 0.0435 0.0435 0.043% 0.0821 0.1208 £.1559
51 0.0385 0.0385 0.0385 ~ 00728 €.1071 0.1382
52 0.0614 0.0614 0.0614 0.1159 0,1705 0.2200
53. 0.0589 0.0689 0.0689 0.1303 0.1916 0.292
54 0.0710 0.0710 0.0710 1.1342 0.1974 0.2547
55 0.0898 0.0898 0.0894 (.1608 0.2497 03222
56 0.0687 0.0697 £.0687 .1299 0.1910 0.2465
57 {.0803 0.0803 00803 0.1518 0.2232 0.2880
58 0.0731 0.0791 0.0/ 0.1495 0.2198 0.2837
59 0.0620 0.0820 0.0820 0.1549 0.2273 0.2940
&0 1.0000 1,0000 1.0000 1.0000 1.0000 1.0000

» These rates also apply to Local Prosecutors, Local Sheriff, Schood Palice, and Cther Safety.

Public Anency Fire 3% & 50

Dumggn of Service
Age SYears 10Years I5Years X VYears 25Years 3D Years
50 0.0341 0.0341 0.0341 0.0477 0.0679 0.0804
51 0.0463 0.0463 0.0463 0.0547 0.0922 D.1091
52 0.0693 0.0693 0.0693 0.0967 0.1377 0.1630
53 0.0835 0.0835 0.083% 0.1166 90,1661 0.1955
o4 0.1025 0.1025 0.1625 0.143% €.2038 0.2412
55 0.1265 0.1285% 0.1265 0.1786 0.2516 0.2977
56 0.1210 0.1210 0.1210 0.1630 02407 0.2848
57 0.1010 0.1010 0.1019 0.1411 0.2010 0.2378
o8 0.1184 0.1184 0.1184 0.1652 0.2354 02786
59 0.1602 0.1002 0.1002 0.1399 0.1993 0.2358
&0 1.0000 1.0600 1.0068 1.0000 10000 16600
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APPENDIX B

SUMMARY OF BENEFTTS: COVERAGE GROUP 74001

The following i5 2 summary of the major plan provisians used in cateulating the kabllities of the plan, Many of the
statements in this summary are gensral in nature, and are intended to pravide an easily understood summary of the
complex Public Employees’ Ratirement Law. The law iself governs in all shuations.

RETIREMENT PROGRAM
Sarvice Retirement

Eltpibitity :
A CalPERS member becomes eligible for Service Retirement upen atlalnment of age 50 with at feast
5 years of credited servic: (total service across all CalPERS employers, and with certaln other
Retirement Systems with which CalPERS has rediprocity agreements)

Benelit '
The Service Retirement benefit calculated for service eamed by this group of employees ks a monthly
aliowance equal to the product of the benefit fictor, years of service, ard fina/ compensation, where

«  The benefit factorfor this group of emglayess comes from the 3% at 50 benefit facior table, The
factor depends on the member's age at retirement, Usted below are the factors for retirement at

whale year ages:
Retirement 3% at 50

Age Eactor
50 3.000%
51 3.000%
52 000%
53 3.000%
5 3.000%

55 & lip 3.000%

» The years of service is the amount credited by CalPERS o 8 member while he or she is employed
in this group {er for other perfods that are recognized under the employers contract with
CalPERS). Fora member who has eamed service with multiple CalPERS employers, the benefit
from each employer is calcutated separately according to each employer's tnntract, and then added
together for the total aliowance, Any unused sick ieave accumulated at the time of retirement wilt
be converted to credited service at the rate of 0.004 years of service for each day of sick leave.

+  The final compensation is the monthly average of the member's highest 12 consecutive months’
full-time equivalent monthly pay (no matter which CalPERS empioyer pald this compensation). The
emplcyees In this group are not covered by Sodia! Security. The final compensation Is not offset by
a dollar amount.

= The Service Retirement benefit |5 capped at 90% of final compensation.

Vested Deferred Retirement

Elloility for. Deterred Stats

A CaIPERS member becomes eligible for a deferred vested retirement benefit when he or she leaves
emplaoyment, keeps his or her contribution acoount belance on deposit with CalPERS, and has eamed at
least 5 years of credited service (total service atross all CaiPERS employers, and with certain other
Retirement Systems with which CalPERS has reciprocity agreements},

B-1 -
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The CalPERS member becomes elighle to recelve the deferred retirement bestefit upon nﬂsMngme S . :
eligibiity requirements for Deferred Status and upon attzinment of age 50, '

The vested deferred retirement benefit Is the same as the Service Retirement benefit, where the benefit
* factor is based on the member's age at allowance commencement. For members who have eamed service
with multiple CalPERS employers, the bensfit from each employer Is calculated separately al:mrdlng to each
_ employer's contract, and then added togather for the totaf allowance.

Non-Industrial (Non-Job Related) Disability Rettrement

A CalPERS member Is efiglble for Non-Industrial Disability Retirement if he or she becomes dissbied and has
at least 5 years of credited service (totat service across all CalPERS employers, and with cerfain other
Retirement Systems with which CaiPERS has reciprodity agreements). There |5 no speciat age requirement.
Disablad means the member Is unable to parform his or her job because of an [finess or injury which ks
expected to be permanent or to last indefinktely, The finess or injury does nat have to be Job related, A
CalPERS member must be actively working with any CalPERS employer at the time of disabliity in order to
be eligible for this benefit,

Benefit -
- The Non-Industrial Disability Retirement benefit is a monthly allowance equal to 1.8% of final.
cosnpensation, multiplied by serving which Is determined as follows:
»  serviceis CalPERS credited servlce,formemberswlm less than 10 yearsufservlceurgreaherﬂrm
18.518 years of service; or ¥
o service s CRIPERS credited service plus the addMonal number of years that the member would have

worked untl age 60, for members with at least 10 years but not more than 18,518 years of service :
The maximum benefit In this case §s 33 1/3% of Final Compensatian.

Members who are eligible for a lamger service retirement benefit may choose to receive that benefit in feu of
a disebility benefit. Mambers efiglble tn retire, and who have atiained the romal retirement age

detenmined by thek service retirement benefit formuta, will recelive the same dotfar amaunt for disability
retirement as that payable For service retirement. For membets who have earned sarvice with multiple’
CalPERS employers, the benefit attributed to each employer is the total disabliity aliowsnce multiplied by the
ratio of service with 2 particutar employer to the totai CalPERS service.

Industrial (Job-Reluted) Disabiity Retirement

Eltgiblifty

An employee s eligible for Indtstrial Disabifity Retirement if he or she becomes disatied while working,
where gisafed means the member is unable torperform the duties of the job bacause of a work-related
[iness ar injury whith is expected to be permanent or to last Indefinitaly. A CalPERS member who has left
active empkoyment within this group Is not eliglhie for this benefit, except to the extent descrited in the
next paragraph.

Beneill : _

The Industrial Disabiiity Retirement benefit is & monthly allowance equal to 50% of fine] compensation. For

a CalPERS member not ackively employed In this group who became disshled while employed by some other

CaIPERS employer, the benefit is a retum of or annultization of the accumulated member contributions with

raspect to employment In this group, However, ¥ 3 member Is eligible for Service Retirement and i the -

Service Retirement beneftt is more than the Industrial Disability Retirement benefit, the member may

chaase to recelve the larger benefit. For a CalPERS member not actively employed in this group who

became disabled while employed by some other'CalPERS emplayer, the benefit Is a retum of the _
accumulated member contributions with respect to employment In this group. .

B-2
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Past-Retirement Death Benefit

Lump Sum Payment -
Upon the death of & retiree, 3 one-time fump sum payment of $500 will be made to the retiree’s designated
_survivor(s), or to the retiree’s estate.

Form of Paymment for Retirement Allowanon

Generally, the retirement allowance is pald to the retiree in the Form of an annuity for as long as he or she
isalive. The retiree may dhoose to provide for a portion of his or her allowance to be pald to any
designated beneficiary after the retiree’s death. CalPERS provides far a variety of such benefit options,
which the retiree pays for by taking a redudtion in his or her retirement allowance. The larger the amount

to be provided to the beneficiary Is, and the younger the beneficiary is, the greater the reduction to the
retiree’s allowance, '

For retirement afowances with raspect to service eamed by employment in this group, 50% of the
retirement allowance will automatically be continued to certsin statutory beneficiaries upan the desth of the
vetiree, withouta reduction in the retiree’s allowance. This additional benefit is often referred to as post
retirement survivor afiowsnce (PRSA) or simply as sunvivor contintiance,’

In gther words, 50% of the ailowance, the cortiuance portfon, is pald to the retiree for as long as he or
she is alive, and that same amount is continued bo the retiree’s spouse {or If o eligible spouse, to

* unmarried chiidren until they attain age 18; or, if no eligible children, to a qualifying dependent parent) for
the rest of his or her lifetime. )

_'.!
The remzining portion of the retirement allowance, which may be referred to as the option portian of the
benafit, ks pald to the retiree as an annulty for as long as he or she is alive, Or, the retiree may choose to
provide for some of this gotion portion to be paid o any designated beneficiary after the retiree’s death.
CalPERS offers a variety of such benefit aptions, which the retiree pays for by teking 8 reduction to the
option portion of his or her retirement allowance,

Pre-Retirement Death Benefits
Hasic Death Benefit

Eltaibiity ' :

An employee's beneficiary (or estate) may receive the Basic Death benefit if the member dies while
actively employed. A CalPERS member must be actively employed with the CalPERS employer
providing this benefit to be eltglble for this benefit. A mernber's survivor whao ks eligible for any
other pre-retirement death benefit described below may choose to receive that death benefit
instead of this Basic Death benefit,.  ~.:

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

1957 Surviver Benefit

Eliaibifity - i
An employee’s siigitie survivor(s) may receive the 1957 Survivor benefit if the member dies while
actively employed, has attained at least age 50, and has at least 5 years of credited service (total

83
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service across all CalPERS employers and with certain other Retirement Systams with which .
CalPERS has reciprocity agreements). A CalPERS member must be actively employed with the :
CalPERS employer providing this benefit to be eligible for this benefit.. An ellgible survivor means

the surviving spouse to whom the member was married at least one year before death ar, if there

Is no'eligitde spouse, to the member's tnmermied chitdren under sge 18, A member’s survivor may

choose this benefit In lieu of the Basic Death benefit or the Spedal Death benefit.

Benefit . -

‘The 1957 Survivar benefit Is a monthly allowance equal to one-haff of the unmodified Service
Retirement benefit that the memiber would have been entitled to recelve if the member had retired
on the date of his or her death, If the beneflt is payable to the spouse, the benafit is discontinued
upon the death of the spouse, If the benefit Is payable to a dependent child, the benefit will be
discontinued upan death or attainment of age 18, unless the child Is disabled. Therelsa -
guarantea that the total amount paid will at least equal the Basic Death benefit.

Spedial Death Benefit

An employee’s aligible survivon’s) may recelve the Speciel Death benefit if the member dies while
actively employed and the death is job-refated. A CalPERS member must be actively employed
with the CaiPERS empioyer providing this benefit to be eligible for this benefit. An eligible survivor
means the surviving spouse to whom the member was maried prior to the onset of the Injury or
ilness that resulted in death. If there is no eligtble spousa, an eligible survivor mesns the
member's unmarried children under age 22. An eligible survivar who choases to receive this
benefit will not recelve any other death benefit,

S

The Speciat Death benefit is a monthly allowance equal to 50% of final compensation. The:
deceased member's fingl compensation will lncrease correspondingly, at any time the

eompensation is increased for then-active members employed In the job dassification applicable to

the deceased member at the tme of injury causing death. These increases wiil apply untll the

eariier of {1} the death of the surviving spause or {2) the date the deceasad member wauld have

attalned age 50. The allawance Is payable to the surviving spouse until death, at which time the

allowance Is continued to any unmarried chlldren under age 22, There Is & guarantee that the totz|

amount pald wilt at least equal the Basic Death Benetit if applicable.

If the member's death s the result of an acddent or injury caused by extemal violence or physical
force incurred [n the performance of the member’s duty, and there are afyfbde surviving chilldren
(eligidle means unmarried children under age 22) in addition to an eligible spouse, then an
additional monthly allowanes Is pald equal to the following:

« [ 1eligible chitd: 12.5% of finsl compansation

» [ 2 eligtble children: 20.0% of final compensation

» K3 or more eligibte chlldren: o 25.0% of fingl compensation
Cost-of-living Adjustments

Beginning the second calendar year aftér the year of retirement, retirement and survivor allowances will be
anmualy adjusted on a compound basis by 2%. However, the cumutative adjustrent may net be greater
than the cumulative change in the Consumer Price Index since the date of retirement.

Purchasing Power Protection Allowance {PPPA)

Retirement and Survivor 2llowances are protected agalnst inflation by PPPA. PPPA benefits are cost-of-diving
adjustments that are intended to maintain an individual’s allowance at 80% of the inltial allowance at .
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retirement adjusted far inflation since retirement. The PPPA benefit will be coordinated with other cost-of-
{iving adjustments provided under the plan.

Employee Contributions

Each employee contributes toward his or her retirement based upon the following schedule, The employer
may choose ko “pick-up” these contributions for the employees, '

The percent contributed below the monthly compensalion breakpoint is 0%,

The monthly compensation breakpoint is $0.

The percent contrihuted above the monthly compensation breakpolnt i 9%.

Employer Pald Member Contrihutions { EPMC)

Through the collective bargaining process, the employer, who has agreed to pay the employee cantributions for
this group, will stop paying these contributions during the final compensation period and instead Incraase the

pay of the members by 9%. This will result in a higher average monthly pay for the purpose of tomputing the
member's retirement allowance,

Refund of Employes Cantributions

If the member’s service with the employer ands, and If the member does not satisfy the eligibility conditions

for any of the retirement benefits above, the member may elect fo receive a refund of his or her employee
centributions, which are credited annually with 6% interest,

n

1959 Survivor Benefit Fourth Level

This benefit is not induded in the results presented earlier in this valuation, For mere information on this
benefit go to the CalPERS website at www.calpers.ca.gov.

B-5
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SUMMARY OF BENEFITS: COVERAGE GROUP 75001

The following is a summary of the major plan provisions used in calallating the liabititles of the plan. Many af I:he

statements In this summary afe gineral In nature, and are intended o provide an easfly understood summary cfthe
mmp!en Public Employees’ Retirement Law. The law itself govemns in alf sitvations.

RETIREMENT PROGRAM

Service Retirement
Eigibilily
A CalPERS member becomes eligible for Service Retirement upon attalnment of age 50 with &t least
5 years of credited service {tota! service 20055 afl CalPERS employers, and with certain other
Retirement Systems with which CalPERS has redgrodty agreements)
Benefit
Thie Service Retirement benefit caleulated for service eamned by this group of employees is a monthly
allowance equal to the product of the benefit factor, years of service, and finsf compensation, where

s The bererit factorfor this group of emplayees comes from the 3% at 50 benefit factor table, The
facturdepmdsonmememba%ageatreuremt. ijstedbelnwarethefamm-sfurrdrenwtat

whale year 2OBS:
Retirement 3% at 50
Age Factor
i

50 3.0004%6
51 3,000%
52 3,000%
53 300006
54 " 3.000%

S55RUp  3.000%

= The pears of service is the amount credited by CalPERS to a member while he or she Is employed
In this group (or for other perlods that are recognized under the employer’s contract with
CaiPERS), For a member who has eamed service with multiple CalPERS employers, the benefit
fram each employer ls caloulated separataly 2ccording to each employer's contract, and then added
together for the total alidwance. Any unused sick leave accumulatéd at the me of retirement wil
“be converted to credited service at the rate of 0,004 years of service for each day of sick leave,

« The fnal compensation is the manthly average of the member's highest 12 consecutive months’
fulktime equivalent monthly pay (no matter which CalPERS employer paid this compensation). The
employees in this group are notcwemdbySocnal Security. The final compensation s not offset by
a doflar amount.

s The Service Retirement benefit is capped at $0% of final compensation.

Vested Deferved Retirement

A CalPERS member becomes eligible for @ deferred vested retirement benefit whan he or she leaves -
employment, keeps his or her contribution account balance an deposit with CaIPERS, and has eamed at
least 3 years of credited service {total service atoss all CalPERS employers, and with certaln other
Retirement Systams with which CalPERS has reciprocity agreements).
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The CalPERS member bammes efigible to receive the deferred retirement benefit upon satisfying the
efigibility reguirements fur Deferred Status and upon attainment of age 50,

The vested defermed retirerment benefit {s the same as the Service Retirement beneﬁt, where the benefit
factor is based on the member’s age at allowsnce commencement, For members who have eamed servica
with multipie CalPERS emplayers, the benefit from each employer is caloulated separataly acomding to each
emplover’s contract, and then added together for the tota! allowance.

Nen-Industrial (Non-Job Related) Disability Retirement

Eftaibility :

A CalPERS member-is eligible for Non-Industrial Ulsability Retirernent if he ar she becomes gisabled and fas
at least 5 years of credited service (lola! servioe scross all CalPERS employers, and with certain othes
Retirement Systems with which CalPERS has redprocity agreements). There s no special age requirement.
Disabved means the member is unable to perform his or her job because of an iiness or injury which is
expected to he permanent or to last indefinitely. The lliness or injury does not have to be job refated. A

CalPERS member must be actively working with any CalPERS empioyer at the ime of disabllity in arder to
be efigible for this benefit. . _

Bemelit -

The Non-Industrial Disability Retirement benefit s a monthly allowance equal to 1.8% of finat

oompensation, mutiplied by senvice, which ks determined as foltows:

+ service is CalPERS credited sarvice, for members with less than 10 years of service or greater than
18.518 years of service; of

» serviceis CalPERS credited service plus the add]huna! number of years that the member would have
worked unti age 60, for members with at least 10 years but not more than 18.51B years of service.
The maximum benefit in this case is 33 1/3% of Final Compensation,

Members who are eligible for a larger service relirement benefit may choose 1o recelve that benefit in liew of
a disability benefit. Members eligible to retire, and who have attained the normal retirement age
determined by thelr service retirement benefit formula, will recelve the same dollar amount for disabifty
retirement as that payable for service retirement. For members who have eamed sarvice with muftiple
CalPERS employers, the banefit attributed to each employer is the total disabifity allowance mulliplied by the
ratic of service with a particular ersployer to the total CalPERS senvice,

Industrial {Job-Related) Disability Hetirement

Eligibility

An employee Is ellgitde for Indusiria! Disabiltty Relirement IF he or she becomes disabiad while working,
where disabled/ means the member I unabie to perform the duties of the job because of a work-related
iliness or injury which is expected to be permanent or to ast indefinitely, A CalPERS member who has left
active employment within this group is not eligible for this benefit, except to the extent described in the -
naxt paragraph.

The Industrial Disability Retirement benefit is a monthly allowance equal to 50% cf final compensation. For
a CatPERS member not actively employed in this group who became disabled while employed by some other
CalPERS employer, the benefit is a retum of or annuitization of the dccumulated member contributions with
respect to employment In this group. However, if a member is ellglble far Service Retirement and If the
Service Retlrement benefit is more than the Industrial Disabllity Retirement benefit, the member may
choose to receive the larger benefit. For 8 CalPERS member not actively emplayed in this group who
became disabled while employed by some other CalPERS emplayer, the benefit Is a retum of the
accumuiated member contributions with respect to employment in this group.
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Post-Retirement Death Benafit . ) . .

Lump Sem Payment
Upan the death of a retiree, a one-time lump sum payment of $500 will be made to the retlrees deslgnated
sm'vlvor(s),urtnthe retiree’s estata,

Form of Payment for Retirement Alowance

Generally, the retiremerit allowance Is pald to the retiree in the form of an annuity for s long as he or she
isallve, The retiree may choose to provide for 8 portion of his or her aliowance to be pald ty any
designated beneficiary after the retiree’s death. CalPERS provides for a varlety of such benefit options,
which the retiree pays for tyy taking a redurtion in Ks of her retirement atiowance, The larger the amount

tnI:e;u-uvldedm&ebeneﬁdawls,andmeyuungamebmnﬁdaryis,&iegmatermemdmnmﬂs
retiree’s allowance.

For retirement al!owalm with respect to setvice earned by employment in this group, 50% of the
retirement allowance will automatically be continued to certzin statutory beneficiaries upan the death of the
retiree, withouta reduction In the retiree’s allowance. This addiional beneftt 1s aften referred to as past
retirement survivor afowance {PRSA) or simply as survivor conltinuaince,

In pther words, 50% of the ailowance, the morbmance portion, ts paid to the mtlreefnréslmg asheor
she Is slive, and that same amount Is continued to the retiree’s spouse (or if na eliglble spouse, to

unmamied chitdren until they attzain age 1B; or, if no e!lglbia children, to a qualifying dependent parent) fnr
- the rest of his ar her lifetime. .

The remaining portion of the retirement aﬂawance, whlch may be referred to as the cpﬁmpammm the

beneftt, Is paid to the retiree a5 an annuity for a5 lang as he or she is alive, Or, the retires may choose to .
provide for some of this option portionto be pald to any designated benefidary after the retires’s death,

CalPERS offers a veriety of such benefit options, which the retires pays for by tekdng a reducﬁontntm

pptian portion of his or her retirement allowance,

Pre-Retirement Dohth Bencfits
Basic Death Benefit

An employes's benefidiary {or estate) mey recefve the Basic Desth benefit If the member dies while
actively employed, A CalPERS member must be actively emplayed with the CalPERS employer
providing this benefit to te efigitie for this benefit. A member's surviver who ts eligible for any
other pre-retirement death benefit described heimvmydlmtoremiveﬁntdeaﬂ! benefit
lﬂstaadﬂfﬁ'ﬂsﬂaﬂcmm benefit, i:

The Hasic Death Benefit Is a lump sum In the amount of the member’s accumulated contributions,
where interest is currently credited at 7.75% per year, pius a lump sum In the emount of one
manth's salary for each completed year of current service, up to a maximum of six months® salary.
For purpases of this benefit, one manth's salary is defined as the member's average monthiy full-
tima rate of compensation during the 12 months preceding death,

1957 Survivor Benefit

Eliaibility - Y ' .
An employee's aligible survivor(’s) may recelve the 1857 Survivor benefit if the member dles white
actively employed, has atialned at least age 50, and has at least 5 yeors of credited service (total
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service across all CalPERS employers and with certain other Retirement Systems with whidh
' CaIPERS has rexiprodlty agreements). A CalPERS member must be actively employed with the

CalPERS employer providing this benefit to_be efigible for this benefit. An eligible survivor means
the surviving spouse to whom the member was marrled at least one year before death of, if thare
is no eligile spouse, to the member's unmarried children under age 18. A member's survivor may
choosz this benafit in fieu of the Basic Death benefit or the Special Death benefit

Begelit : _

The 1957 Survivor banefit s a monthly aliowance equal to one-half of the unmodified Sendee
Retirement benefit that the member wotld have been entitied to receive If the member had retired
on the date of his or her death. If the benefit is payable tn the spouse, the benefitis discontinued
upan the death of the spouse. If the benefit is payeble to 8 dependent child, the benefit will be
discontinued upon death or ateinment of age 18, unfess the child is disabled. Thereisa
guarantee that the total amotent paid will at least equal the Basl: Death benefit.

Special Death Benefit

Ellgililiity

An employee's efipible survivor(s) may receive the Special Death benefit if the member dies while
actively smployed and the death is job-related. A CalPERS member must be adtively emiployed
with the CalPERS emplover providing this benefit to be eligible far this benefit. An eligible survivor
means the surviving spouse tn whom the member was married prior to the onset of the injury or
fltness that resultzd in death, If there Is no eligible spouse, an eligible survivor means the
member's unmarmied children under 2ge 22. An ellgible survivor who chooses to recajve this
benefit will nat recelve any other death benefit

Ty

Benefft
The Special Death benefit is a monthly allowance equal to 50% of final compensation. The

. deceased member’s final compensation will increase cnuﬁpondingly, at any time the
compensation is increased for then-active members employed in the job classification applicable o
the deceased member at the ime of Injury causing death. These inoeases will apply until the
eartler of (1) the death of the surviving spouse or [2) the date the deceased member would have
atalned age 50. The allowance Is payable to the surviving spouse untif death, at which time the
allowance is sontinued ta any unmarried chiddren under age 22, There i 2 guarentee thak the total
amount paid will at least equal the Basic Death Benefit if applicable,

If the member's death s the result of an accident or injury caused by extemnal viclenice or physical
force incurred in the perfarmance of the member's duty, and there are efigible surviving children

( efigibie means unmarried chitdren under age 22) in addition to an ellglble spouse, then an
additional monthly allowance & paid equal to the following:

« If leligible child:  12.5% of final compensation
= K2 eligible chitdren: 20.0% of final compensation
e if 3 or more eligible children: .. 25.0% of final compensation

Cost-of-Living Adjustments

Beginning the second calendar year after the year of retirement, retirement and survivar aliowances will be
annually adjusted an & compound basis by 2%. However, the cumulative adjustment may not be greater
than the cumulstive change in the Consumer Price Index since the date of retirement.

Purchasing Fower Protection Allowance {PPPA)

Retirernent and survivor alfowances are protected against infiation by PPPA. PPPA benefits are cost-ofiving
. adjustments that 2re intended o malntain an individual's aliowance at B0%: of the infta! allow=anoe at

B-9
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retirement adjusted for Inflation since retirement. The PPPA benefit will be coordinated with ather cost-of-
living adjustients pmvidad under the plan.

Employee Contributions-

Each employee contritutes towerd his or her retirement based upon the foliowing schedule, The employer
may choose o “pick-up® these contributians for the employees,
- The percent contributed befow the monthly compensation breakpolnt is 0%.
The monthly compensetion hreakpolnt is $0.
" The percent coritributed above the monthly compensation breakpoint Is 99%.

Employer Paid Membar Cantributions (EPMC)

Through the collective bargaining process, the employer, who has agreed to pay the employee contributions for
this group, will stog paying these contributians durng the final compensation period and Instead increase the

pay of the members by 9%. This will result In a higher average monthly pay for the purpose of computing the
membet’s retirement aliowance.

Refund of Employee Contributions

1 the member's service with H'le‘employer ends, and If the member does not satisfy the ellgibility conditions

for any of the retirement benefits abave, the member may efect to receive a refund of his or her emplayee
aontributions, which are cedited annually with 69 interest.

.

1958 Survivor Bdﬂaﬁt Faurth Level

This benefit Is ot Included in the résults presented earfier In this valuation. For more Information on this
benefit go to the CalPERS website at www.calpers.ca.gov.

B-10
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CAi;PERS ACTUARIAL VALUATION - JUNE 30, 2005
GASB STATEMENT NO. 27

SAFETY PLAN of the CITY OF STOCKTON
Information for Compliance with GASE Statement
No. 27 |

APPENDIX C

Under GASB 27, an employer reports an annual pension cost (APC) equat to the annual required contribution
(ARC) plus an adjustment for the cumulative difference between the APC and the employer’s actual plan
contfibutions for the year, The cumulative difference is called the net pension obdigation (NPO). The ARC for
the period Juty 1, 2007 to June 30, 2008 has been determined by an achsarial valuation of the plan as of June
30, 2005, The contricution rate for the indiceted period is 31.725% of payroll. In order ip calculate the dollar
value of the ARC for Indusion in financial staterments prepared as of June 30, 2008, this contribution rate, as
modified by any amendments for the year, would be multiplied by the payroll of covered employees that was
artually pald during the period July 1, 2007 to June 30, 2008, The employer and the emplayer's auditor are
responsible for determining the NPO and the APC, _ '

Note: Ifan agency elects the Anmuat Lump Sum Prepayment Option, the ARC for the period Juty 1, 2067
through June 30, 2008 is $16,256,934 plus the contribution, If any, for the 1959 Survvar Program.

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

Valugtion Date June 30, 2005
Achuadal Cost Method Entry Age Actuardal Cost Method
Amortization Method Level Percent of fayroll
Average Remgaining Period 32 Years as of the Valyation Dete
Asset Valuation Method 1% Year Smoothed Market
Achuarial Assumptions .
Investment Rate of Reum  7.75% (net of adminlsbative expenses)
Projected Salary increases  3.25% to 13.15% depending on Age, Service, and type of employment
Inftation 3.00% ' )
Payro!l Growth 3.25% :
Indbddual Salary Grawth A mevit scale varying by duration of employment coupled with an

assumed annual inflation growth of 3.00% and an annua! production
growth of {,25%.

Initfat unfunded liabitittes are amortized over a dosed period that depends on the plan's date of enbry into
CalPERS, Subsegquant plan amendments are amortized as a level percentage of pay over a closed 20-year
period. Galns and losses trat ocour in the operation of the plan are amortized over 3 30 year rolling period,
which results in an amortization of about 6% of unamortized gains and losses each year, If the plan's accrued
liabillity exceeds the actuarial value of plan assets, then the amartization payment on the total unfunded Habilty
may nct be lower than the payment cafculated over a 30 year amortization pedod. More complete Information

on assumptions and methods s provided in Appendix A of this reporit. Appendix B contains a description of
benefits included in the valuation,

The Schedule of Funding Progress below shows the recent history of the actuarial value of assets, actuarial
accrued lability, their relztionship, and the relationship of the unfunded actuarial acorued fzbifity to payroll.

Valuatian

Accrued

Actuarial Value

Unfunded Funded Annual UL As &
Date Liabifity of Assets Liability (UL) | Status Coverad % of
Payroll PFayroll
(a) (b} {a}-{t) {b)/(a) {c) [{a)-{b}I/(c
06/30/03 |$ 473,038,150 | $ 360,682,293 % 07355897 80.5% | $ 43815129 210.8%
£6/30/04 504,302,510 401,037,576 103,265,334 79.5% 45,115,799 228.9%
06/30/05 536,142,694 428,574,694 107,568,000 73.9% 48,325 6899 122.6%

c1
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CALPERS ACTUARIAL VALUATION ~ JUME 30, 2005 APPENDIX D
GLDSSARY OF ACTUARIAL TERMS

Glossary of Actuarial Terms

Accrued Labiiity

“The total dolars needed as of the valuation date to fund all benefits eamed in the past for curent
members.

Actuarial Assumptions

Assumptions made about certain events that will affect pension costs, Assumptions generally can be broken
dowm into bwo aategories: demographlc and economic. Demographic assumptions indude such things as

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

~ Actuarial Methods

Procedures employed by actuaries to achleve certaln goals of a pension plan. These may include tﬁings

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

Actimarial Valuation

The determination, as of a valuation date, of the normal «ost, ackuanial aocrued llability, actuanial vaiue of
assets and refated achuarfal present values for a pension plan. These valuations are performed annually or
when an employer is contemplating a change to thelr plan provisions.

Actuarial Value of Assely

The actuarial value of assets used for funding purposas is obtalned through an asset smoothing technigue

where investment gains and lasses are partiaily recognized in the yesr they ere Incummed, with the remainder :
recognized in stbsequent years. oo

This method heips to dampen k2rge fuctuations in the emplayer contribution rate,

Amortization Bases
Separate payment schedules for different portions of the unfunded fabllity, The total unfunded tiability {or
side fund) can be segregated by “cause”, creating “bases™ and each such base will be separately amortized
and paid for over a spedific period of tme. This can be likened to a home mortgage that has 24 years of
remaining payments and a second on that mertgage that has 10 years left. Each base or each mortgage
note has s own terms (payment period, prindpal, etc.)

Generally in an acluarial valuation, the saparate bases consist of changes in liability (prindpal) due in
amendments, actuarial assumptisn changes, actuarial methodology changes, and gains and losses.
Payment periods are determined by Boand policy and vary based on the cause of the change.

Amortization Period
The number of years required to pay off an amnr__til:iun base.

Annual Required Contributions {ARC) :
The employer’s periodic required anmuzl contributions to a defined benefit pension plan, Giculated in
accordance with the plan assumptions. The ARC Is determined by multiplying the employer contribution
rate by the payroll reported to CaiPERS for the applicable fiscal year. However, if this contribution is fully
prepald in a lump sum, then the dollar value of the ARC is equal to the Lump Sum Prepayment.

Entry Age - -
The eartiest age at which a plan member begins to accrue benefits under 2 defined benefit pension plan or
risk poet, In most cases, this is age of the member on thelr date of hire.

Emtry Age Narmal Cost Method .

An actuerial cast method designed to fund a member's total plan benefit over the mourse of his or her
career. This method is designec o yiald a rate expressed as a level percentage of payrail.

D-1
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{The assumed retirerneni age less the entry age is the amaunt of time regulred to fund a member's total
benefit. Generally, the older a member on the date of hire, the greater the entry age ftormal cost. This is .
mainly because there is Ie.ss time to eam investment incoma to fund the future benefits.)

mm

Whan a plans actuarial value of assets is greater than its accrued liability, the diffa‘mca is the plan's excess
" assets, A plan with excess assets Is sald to be overfunded. The result of having excess assets is that the'
plan may temporarlly reduce futune contributions.

FmshShrt

When muttiple amortization bases are roilapsed into one base and amortized over a new funding pedud. At
CalPERS, a fresh start is used to avold inconsistendes that would atherwise ocaur.

Funded Status

A measure of how well funded a plan Is. Or equivalently, how "on track™ a plan Is with respect to assets vs.
accrued Habliitles. We calculate a funded ratio by dividing the actuarial value of assets by the aooued
ligbilities. A ratio greater than 100% means the plan or risk pool has more assets than fiabliities and a ratio
less than 100% means fiabiities are greater than assets.

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

Narmal Cost

The annual cost of service acorual for the upooming fiscal year for active employees. The normal oost
should be viewed as the long term contribution rate.

Penslon Actuary
A person who Is respunsihie for the caiauations neﬁessaryto properly fund a pensien plan,

PFrepayment Contribution
A payment made by the employer to reduce or elimlnal:e the year's required employer contribution.

PFresent Value of Benefits

The total dollars needed as of the valimtion date to fund all benefits eamed in the past or expected to be
eamed in the Tutume for aument members.

Rolling Amartization Period
An amortization period that remalns the same each year, or does not dedine.

Superfunded '
A condition existing when the actusarial value of assets exceeds the present value of benefits. When this

condition exists on a given valuztion date for a given plan, employee contributions for the rate year covered
by that valuation may be waived.

Unfunded Liabliity

A plan with an actuarial value of assets helowthe amued llabiity Is sald to have an unfunded Habliity and
must temporarily increase contributions to get back on schedule.
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Actuarial Office
P.O. Box 1494
!, Sacramento, CA 95812
2. Telecommunicalions Device for the Deaf - {916} 785-3240
CalPERS (B88) CalPERS {225-7377) FAX {316) 795-2744

August 30, 2006

MISCELLANEDUS PLAN OF THE CITY OF STOCKTON (EMPLOYER # 55)
Annual Valuation Report as of June 30, 2005 . :

Dear Employer,

Enclosed please find & copy of the June 30, 2005 actuarial valuadon repdft of your pension plan. This report contains

Important acuarial information about your pension plan at CalPERS, Your CZIPERS staff actuary is available to disatss
the report, with yot,

Changes Since Prior Year's Valuation

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

In liew of serding employer cantributions on a reportable payroll cyde, Public Agendes can now prepay their annual
required contributions. With this report, we have added a fine entitled "Annual ggﬂ'lz\mt Qphon”. T¥ne discounted

amounts payable under this option are shown on Page 5 for the 2006/2007 and 2 008 fiscal years,

Future Confribution Rates

The exhibit below displays the required employer contribution rate and Superfunded status for 2007/2008 afong with
an estimate of the contribution rate and the probable Supertlinded status for 2008/2009. The estimated rate for
20082009 is based solely on a projection of the investment retum for fiscal 2005/2006, namely 11%. Please
disregand any projections that we may have provided to you In the past,

Fiscal Year Empioyer Contribution Rate Superfunded?
200772008 16.605% NO
2008/2009 16.4% (projeded) NO

Member contributions (whether pald by the employer or tha employee) are [n addition to the above rates,

The estimate for 2008/2009 also assumes that there are no future amendments and no fiabilty gains or losses {such as
iarger than expecied pay increases, more retirements than experted, etr ). This is a very important assumption
becayse these gains and josses do occur and can have a significant effect on your contribution rate. Even
for the largest plans, such gains and losses often cause a change in the employer's contribution rate by one or two
percunt, even larger in some less common (nstances. These gains and losses cannot be predictad in advanes so the
projected employer contribution rate for 2008/200% Is Just an estinmate. Your actual rate for 2008/2609 will ba

provided in next year's report. .

We are very busy preparing actuarial valuations for other public agendes and expect to complete all such valuations by
the end of October. We understand that you might have a number of questicns about these results. While we are very
Interested in discussing these results with your ageny, in the interest of aflowing us to give avery public agency their
result, we ask that, if &t al) possible, you walt untif after October 31 to eontact us with questions. If you have
questions, please call (8399) CalPERS {225-7377).

Sincerety,

AL L,

Ronald 1. Seefing, PhD., F.CA, ASA, MAAA
Enrolled Achary '
Chief Actuary, CalPERS

California Fublic Employees’ Retirement System
Linceoln Plaza - 400 () Strect - Sacramento, CA 95814
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ACTUARIAL VALUATION

as of June 30, 2005

for the
MISCELLANEOUS PLAN
of the
CITY OF STOCKTON

(EMPLOYER # 55)

REQUIRED CONTRIBUTIONS
FOR FISCAL YEAR
July 1, 2007 ~June 30, 2008

.

CalPERS

California Public Employees’ Retirement System
P.O. Box 942709
Sacramento, CA 94229-2709
(888) CalPERS (225-7377)
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!T"ALFERS ACTUARIAL VALUATION - JUNE 30, 2005
. MISCELLANEQUS PLAN OF THE OITY OF STOCKTON
EMPLOYER NUMBER 55

e __ACTUARIAL CERTIFICATION

To the best of our knowledge, this report 15 complete and accurate and contzins suffident information to
disdose, fully and falrly, the funded condition of the MISCELLANEQUS PLAN OF THE CITY OF STOCKTON.
This valuation is based on the mamber and finandal datz as of June 38, 2005 provided by the various
CalPERS databases and the bensfits under this plan with CalPERS as aof the date this repert was produoed,
1t Js our opinion that the valuation has been performad In 2ccomdance with generally accepted actuaral
prindples, in accordance with standards of practice prescribed by the Actuarial Stendards Board, and that
the essumptions and methods are Intemally mnsistent and reasonable for this plan, as prescribed by the

CalPERS Board of Administration acrowding to provisions set farth in the Caifformia Public Employees’
Retirement Law, .

The below listed are actuaries for CalPERS. All are members of the American Academy of Actuaties and .

Society of Actusaries and meet the Qualification Standards of the American Academy of Achwares to render
. the actuzrial opinion contalned hereln.

/£

80l Karch, AS.A., MAAAA,
Asspoiate Pension Actuary, CalPERS

P

Ron Secling, Ph.D., F.CA, ASA, MAAA
Enrolied Achuary
Chief Actuary, CalPERS

Page t
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEQUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Purpose of the Report

This report presents the results of the June 30, 2005 actuarial valuation of the MISCELLANEQUS PLAN OF
THE CITY OF STOCKTON of the California Public Employees’ Retirement System (CalPERS), The valuation
was perfurmed by CaIPERS staff actuaries In order to;

» set forth the actuarial assets and funding flabilities of this plan as of June 30, 2005;

«  certify the actuarially requirer employer contribution rate of this plan for the fiscal year July 3, 2007
thraugh June 30, 2008 Is 16.605%;

» provide achmrial information as of June 30, 2005 to the CalPERS Board of Adminisiration and other
Interested parties; and _

=  provide pension information as of June 30, 2005 to be used in finandal mports subject o Governmental
Acoounting Standards Board (GASH) Statement Number 27 for a Single Employer Defined Benefit
Pension Fian.

Use of this repart for other purposes miy be inappropriste.

Required Contributions

Fiscal Year Flscal Year
200672007 200772008
Required Employer Contributions
Emplayer Contribution Required (in Projected Dollars),
Payment for Normal Cost ¥ 3 6,040,008 $ 6,138,778
Payment on the Amortizstion Basas : 3,075,783 3,240,368
Total (not less than zerm) % 9120781 % 9,379,196
Ammual Prepayment Option™ % B, 766,651 $ 9,035,551
Employer Contribution Required {Percentage of Paymoll) '
Paymerst for Norma! Cost 10.846% 10.868%
Payment on tha Amortizetion Bases 5.529% 5.731%
Tatal (aat less than zero) 16.375% 16.605%
Requlred Employee Contributions {Percentage} ) 7000% 7.000%
Funded Status
June 30, 2004 June 30, 2005
Present Value of Projected Beneffts LR 439,733,742 467,312,529
Entry Age Noma! Accrued Lighility : 365,460,118 393,457,559
Actuarial Value of Assets (AVA) 321 947,380 345,177,129
Unfunded Liabllity $ 44,512,738 § 48,280,430
Funded Status {on an AVA basis) : 87.9% §.7%
Market Value of Assets (MVA) : % 316,842,696 % 355,686,113
Funded Status (on an MVA basis) 86.5% 90.4%
Superfunded Status _ Ko No

i

*Payment must be received by CaIPERS between July 1 and July 15.

Page &
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ECALPERS ACTUARIAL VALUATION - JUNE 30, 2005

MISCELLANEQUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NIIMBER 55 :

Cost and Volatility

Actuarial Cost Estimates in General

What will this pension plan cost? Unfortunately, there is no simple answer. There are two major reasons for
the complexity of the answer. First, all actuarial cziculations, including the ones in this report, are based on
a number of assumplions about the future, : .

= Thereare demographic assumptions about the percentage of employees that will terminate, die,
become disabled, and retire In each future year, ) :

« There are econamic assumptions about future salary increases for sach active employee, and the
assumption with the greatest Impact, fiture asset retums &t CalPERS for each year into the future
until the last dofiar is paid to current members of your plan.

While CalPERS has set these assumptions to reflect our best pstimate of the real future of your plan, it must
be understood that these assumptions are very lony temn predichors and wiil surely nat be realized each.
year a5 we go forward. For example, the assumption for Investmant return is 7.75% per year, The achual

asset eamnings for the past 15 years at CalPERS have ranged from -7.2% to 20.1% while the 15 year
compound returm has been 9.7%. '

Seaond, the very nature of actuarial funding produces the answer to the question of plan cast as the sum of
two separate pieces.
»  The Normal Cost {l.e., the future annual premlums in the absence of surplus 6r unfunded liabitity)
expressed as 2 percentage of total active payroll,
= The Past Servio2 Cost (i.e., Accrued Liabilly — represanting the current value of the benefit for 2l
credited past service of current members) which is expressad as a lump sum dollar amount.

The cost is the sum of a percent of fiture pay and a-lymp sum dollar amount (the sum of an apple and an
orange ¥ you will). To cammunkate the tnta) cost, either the Normal Cost (f.e., future percent of payroll)
must be canverted to a iwmp sum dollar amount (in which Gse the total cost is the present value of
benefits), or the Past Service Cost (Le., the lump sum) must be converted to a percent of payrolk (In which
cace the tolal st is expressed as the employer’s rate part of which is permanent and part temporary).
Canverting the Past Service Cost lump sum to @ percent of payroll requlres a spedfic amostization period.
So, the emptayer r3te can be compxated In many different ways depending on how long one will tzke to pay
forit And as the first point above s@tes; all of these resulls depend on &l assumptions belng exacty

Rate Volatility

As is stated above, the actuarial calcutations supplied in this mmmunication sre basad ona aumber of -
assumptions about very iong tem demographic and economic behavior. Unless these assumptions
(tenminalfons, deaths, disabilities, retirements, salary growth, and Investment retum) are exactly reafized
each year, there wiil be differences on a year ta year basis. The year to year differences between achsl
experience and the assumptions are called actuariel gains and losses and serve to rise ar lower the
employer's rates fram year to year. Therefore, the rates will Ineviably fiuctuate, espedially due to the ups
and downs of investment retums. .

* Fans that have higher asset to payroll ratfos produce rmore volatile employer rates, On the following page
we have shown your volatiiity Index, a measure of the plan’s potential future rate volatility. We are

- disdosing the ratio of accrued labllity to payroll, rather than assets to payroll because the destred state for
any plan is to be 100% funded (i.e., with assets equal to acoreed llabiffty). It should be noted that this
ratio Inceases over ime but generally tends to stabllize as the plan matures.

Beginning with the June 30, 2004 actuarial valuation, rate stabllization methodologies were Implemented.
Although there k na method that can provide perfectly stable rates, the new methods have been shown to
be very effective In mitigating rate volatility. It continues to be true that a plan that has a volatifity index
that i three times the Index of a second plan will have three times the volatility In rates as compared to the
sernnd pizn. However, the amount of change has been dramatically reduced through the rate stabifization
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MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

process. In most situations, the new rate stabiflzation palicies wil reduce rate volatility due to achua! galng
and losses by about 50%, :

_ £s of June 30, 2005
Accrued Liability 393,457,559
Payrol . 51,317,103
Volatility Index 7.7
Average Volatiliity Index for AYl Plans with 2.0% @ 4.4

55 Miscellaneous Retirement Formuta®

* Indudes pooled and non-pooted plans

Changes Since Prior Valuation
Actuanal Assumptions

There were ro changes made to the achuarial assumptions since the prior year's actuarial valuatin'n. The
only exception would be changes necessary to reflact a henefit amendment.

Actuarial Methods

There were Ro changes in actuartal methods since the prior year's actuarial valuation,
Benefits

The standard actuarial practice at CalPERS s to recognize mandated legistative benefit changes in the first
annual valuation whose valuation date follows the effective date of the legistation, Voluntary benafi

changes by plan amendment are genarally induded in the first valuation whose repart is dated after the
amendment becomes effective, _

This valuation generally reflects plan changes by amendments effective before the date of the report,
Please refer ta Appendix B for a summary of the plan provisions used in the valuation. The effect of any
plan amendments on the unfuunded llabffity is shown in the GAIN/LOSS ANALYSIS section and the effect on
yaur employer contribution rate is shown in the RECONCILIATION OF REQUIRED EMPLOYER

CONTRIBUTIONS section of this report. It should be noted that no change In lability or rate Is shown for
any plan changes which were already included in the prior year's valuation.

Subsequent Events

There were no significant subsequent events to report in this valuation,

Page 7
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CALPERS ACTUARJAL VALUATION - JUNE 30, 2005
MISCELLANEDUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER, 55

j

Development of Accrued and Unfunded Liabi‘!ities.

1

Present Vailue of Projected Benefits
a) Active Members
b) Transferred Members

" ¢} Terminated Mesnbers

d) Members and Benefidaries Receiving Paynients
e) Total

Present Value of Future Employer Normal Costs
Presant Value of Future Emplayee Contributions
Entry Age Nomal Acorued Lisbiiity

a) Active Members F{1a} - (2) - {3}]

b) Transferred Members

¢) Terminated Members

d) Mermbers and Beneficaries Recelving Payments
e} Totz|

Achuarial Value of Assets

Unfunded Accrued Liabliity/(Excess Assets) [(48)- (5))

237,709,313
19,603,085
14,504,567

195,395 464

467,312,529
44,062,733
0,792,237

163,854,343
19,603,085
14,604,667

195,495 464

393,457,559

35,177,129

48,280,430
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANECQUS PLAN OF THE CITY OF STOCKTON
EMFLOYER, NUMBER 55

Roll Forward of Unfunded Liabilities

There is a two year fag between the Valuation Date and the Contribuion Fisca! Year,
«  The assets, llabliiies and funded status of the ptan are measured as of the valuation date (June 30,
2005). . -

= The employer conbribution rate determined by the valuation {s for the fiscal year beginning two years
afer the valuation date (fiscal year 2007-2008). '

This two year lag Is necessary due to the amount of time needed to exiract and test the membership and

finsncial data, and due to the need to provide public agendies with thelr emplayer contrihition rates well In
advenoe of the start of the fiscal year, ~ ' ,

The Unfunded Liability is used to determine the employer contribution and therefore must be rolled forward
two years from the valuation date to the first day of the fiscal year for which the contribution Is being
determined, The Unfunded Lizbllity is rlled forward each year by subtracting the expectsd Payment on the
Unfunded Liabllity for the fiscal year and adjusting for interest. The Expected Payment on the Unfunded
Liability for a fiscal year is equal ip the Expetted Employer Contribution for the fiscel year minus the
Expected Normal Cast for the year, The Employer Contribution Rate for the first fiscal year is determined by
‘the actusrial valustion bwo years ago and the rate for the second year Is from the actuarial velustion one
year ago. The Normat Cost Rate for each of the two fiscal years is assumed to be the same as the rate

determined by the cument valuation, All expected dollar amounts are determined by multiplying the rate by
the expected payrol) for the appiicable fiscal year.

Retirament Program )
;‘I ‘ .

1. Employer Contribttion Rate for 2005/2006 from 6/30/2003 Valuation® 17.525%

2. Projected Anmiral Payroll for 2005/2006 from 6/30/2005 Valuation? % 52,984,905
3. Employer Contribution Rate for 2006/2007 from 6/30/2004 Valuation® 16.375%

4, Projected Annual Payrall for 2006/2007 from 6/30/2005 Valuation® $ 54,706,519
5. Projected Annual Payroll for 2007/2008 from 6/30/2005 Valuation? % ' 56,484,803
6. Employer Normal Cost Rate from 6/30/2005 Valuztion 10.868%

7. 6{3072085 Unfunded Liability $ 48,280,430
8. BEpeded Employer Normal Cost for 200572006 = (6) x (2) 5,758,400
9. Expected Employer Contribution = (1) x (2) 9,285,605
1D, Expected Piyment on Unfunded Liabiity = (9) —(8) 3,527,205
11, Expected Interest on (7) and (10) at 7.75% assuming mid-year 3,607,605

paymenits of contributions

12, 6/30/2006 Expected Unfunded Uablity = (7) - {10} + (11) 48,360,830
13. Expected Employer Normal Cost for 2006-2007 = (8) x {4) $ 5,045,598
14, Expected Employer Contribution = (3) x (4) 8,558,258
15. Expected Payment an Unfunded Uiabiity = (14} - (13) 3,012,710
16, Expected Interest on (12} and (15) at 2.75% 3,633,399
17. 6{30/2007 Rofled Forward Unfunded Ushillty = (12) - (15} + (18) 46,981,515

1an adjustment has been made In cases where there was an amendment during the year to refiect the
partal year's peymant for the amendment. '

*anmual payroll is assumed to Incressa by 3.259 each year.

i
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
* EMPLOYER NUMBER 55

(Gain)/Loss Analysis 6/30/04 - 6/30/05

To calculate the cost requirements of the plan, assumptions are made about future events that affect the
amount and Yming of benefts to be pald and assels o be accumulated. Each year actual experience is

compared to the expected experience based an the actuarial assumptans. This results in actuarial ga!ns or
losses, as shown belaw.-

A Total {Gain}/Loss for the Year

MO@EMAMD LN

(=]

{ffunded tability/(Exoass Assets) as of 6/30/04

Expectrd Payment on the Unfunded Labilty (UL} during 2004/2005
Interest through 6/30/05 [.0775 x (A1) - ({1.0775)" - 1)x (A2)]
Expected UL before all other changes {(A1) - (A2) + (A3]]

Change In UL due 1o new plan changes

Change In UL due to change In actuarial methods

Change In UL due to additiona) contritutions

Bxpeded UL after all cther changes [(A4) + (AS) + (AG) + (A7)]
Actual UL as of 6/30/05

Total (Gain)/Loss for 2604/2005 [{A3) - (A8}]

B Contribution (Galn}/Loss for the Year

1l
2.
3
4
5.

Expected Contribuion _

Expected Inberest on Expected Contributions

Actuat Contritntions

Expected Interest pn Actua! Contributions
Contribution (Gain)/Loss [(81) + (B2) - (B3) - (B4)]

C Asset {Gain)fLoss for the Year

P NO e

Lia
1
2
3
4.

Actuarial Value of Assets as of 6/30/04 *

Contributions Received during 2004/2005

Benefits and Refunds Patd during 2004/2005

Transfers/Misc. Adjustments paid during fiscal 2004/2005

Bxpected Int. £.0775 x (C1) + ((1.0775)* - 1) x ((32) + (C3) + (T}
Bxpedied Assets as of 6/30/05 [(C1) + (C2) + {C3) + (C4) + (C5))
Actual Actuarial Value of Assets as of 6/30/05

Asset (Galn)/Loss for 2004720605 [(C8) — (CM]

bility (Galn)/Loss for the Year

Total {Gain)flLoss (A10)

Contritvtion {Gain)/Loss (B5)

Asset (Galn)/Loss (CB)

Linbiity (Gain)/Loss [(D1} - (02} (93)]

hpmentof the (Gain)/Loss Balance as ol 5/30!05

pw+w-

{Galn)/Loss Balance as of 6/30/04 ,
Payment Mada on the Balance during 200412005

Interest threugh 6/30/05 [.0775 x (1)~ {((1.0775)Y2 - 1} x (2}]
Scheduled (Galn)/toss Bafanoe as of 6/30/05 [{1)- (2} + (3)]
(Galn)/Loss for Fisca! Year ending 6/30/05 [(A10) above]

Final (Galn)/Loss Balance as of 6f30/05 {{4) + (5)]

$

$
$

$

s

44,512,738
B73,043
3,416,538
47,055,233
)

o
0
47,056,233

48,280,430

1,224,197

' 10,196,991
387,761
12,981,444
493,645
(2,880,337)

321,947,380
12,981,444
(15,355,748)

(6,959)
24,860,370
344,426,467
345,177,129

(750,642}

1,224,197
{2,850,337)
642

4 ,855,175

30,043,121
1,061,767
2,267,965

31,269,319
1,224,167

32,493,516
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

)

Development of Reguired Employer

Contributions

Fiscal Year2007 /2008

Percentage of Estimated %
Projected Payroll Based On
. Projected Payroll
Emplayer Contribution Required

Payment for Normal Cost 10,B6B% $ 6,138,778
Payment on Amartization Bases 5.737% 3,240,368
Total (nat less than zero} 16.605% 9,379,146
Anmaf Lump Sum Prepayment Option™ 9,035,551

*Prepayment must be received by CalPERS between Suly 1 and July 15,

Reconciliation of Required Employer Contributions

Percentage Estimated $ -
. of Bazed on
Projected Projected
Payrolt Payroll

1 Contribution for 7/1/06 - 6/30J07

2 Effedt of dhanges since the prior valuation

16.375% 4 9,120,781

a) Effect of unexpected changes in demographlcs and financlal results  0.230% 129,501
b) Effect of plan changes 0.000% 0
c) Effect of elimination of amartization base 0.000% 0
d) Effect of change in payroll NfA 128,864
e} £ffect of changes In Actuarial Methods or Assumptions 0.000% o
f) Effect of changes due tn additional contritmstions 0.000% L
g) Effect of changes due to Fresh Sart 0.000% 0
h) Net effect of the changes above {Sum of {a) through {g)] 0.230% 258,365
3 Comtribution for 7/1/07 - 6730708 [(1)+(2h)] 16.605% 8,379,146

The contritution actually pald (item 1)} may be different ¥ a prepayment of unfunded actuarial liablitty is
made or a plan change became effective after the priar year's achsarial valuation was performed,

Page 15



 Case 12-32118 Filed 03/31/14 Doc 1319
. )

|CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEGUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55 -

Employer Coniribution Rate l-iistory A .

‘The tatrle below provides a history of the employer contribution rates for your pfan since July 1, 2005, as

determined by the'annual actuarial valuation, Rt does not accourt for prepayments or benefit changes
made In the middie of the year. _

Reguired By Valuation
Fiscal Employer Total Employer
Year Hormal Cost Unfunded Rate
2005 - 2006 10.817% 6:708% 17.525%
2006 - 2007 10.846% 5.529% 16.375%
2047 - 2008 10.868% 5.737% 16,605%:

Funding History

The Funding History below shows the recent history of the actuarial value of assets, actuarial acorued labllity, thelr
relationship, and the relationship of the unfunded actuarial accrued lizbllity to payroll,

Valuation Accrued Actuarial Unfunded Funded Annual - ULAsa
Date Liability Value of Liability Status Coverad % of
: (a) . Assets {a)(h) {8}/ (a) Payroll Payroll
{h) Ca - (<) Ha¥{b)1/(c)
06/30/03 $ 344,933,214 § 305878921 § 39,054,293 88.7% $ 54,241,063 72.0%
06/30/04 366,460,118 371,547,380 . 44,512,738 §7.5% 50,602,143 88.0% .
06/30/05 393,457,559 345,177,129 48,280,430 87.7% 51,317,103 94.1%
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005
MISCELLANEQUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Market Value of Assets as of June 30, 2004
Employer Contributions

Employee Contributions

Benefit Payments to Retirees and Benefidaries
Refunds

Lump Sum Payments

Transfers and Miscellaneous Adjustments
Investment Retum

Market Value of Assets as of June 30, 2005

[AHAHEHAR(SHEH ()]

D s o B b B e

Reconciliation of the Market Value of Assets

$

316,842,696
7,141,487
5,839,957

{14,954,036)
(231,602)
(170,108)

(6,959)
41,224,680
355,686,113

Development of the Actuarial Value of Assets

1. Actuarial Value of Assets as of June 30, 2004

3. Employer Contributions

3. Employee Contributions

4, Benefit Payments to Retirees and Beneficiaries

5. Refunds e

6. Lump Sum Faymends )

7. Transfers and Miscellaneous Adjustments

8. Bpected Investment Income at 7.75%

9. Expected Actuarial Value of Assets

(D) + (2) + (3 + (4) + (5) + {6} + (7) + (B)]

10. Market Value of Assets as of Jme 30, 2005
11, Preliminary Actuarial Value of Assets [{9) + ((10) - (9)) / 15]
12. Maximum Actsarial Velue of Assets (120% of {10))
13. Minimum Actuarial Value of Assets (BD% of (10))

14. fFing| Actaniat Value of Assets {Lesser of [(12), Greater of ({11), (1311}
15, Actuarial Value to Market Value Ratio

$

321,947,380
7,141,987
5,839,957

(14,954,038)
{231,602)
(17D,108)

(6,959)
24,860,370

344,426,467

355,666,113
M5,177,129
426,823,336
284,548,830
345,177,129

97.0%
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&)‘-\LFERS ACTIJARIAL VALUATION - JUNE 30, 2005
MISCELLANEQUS MAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Asset Allocation*

The assct allocation and market value af assats shown below reflact the vatues of the Public Erployess
Retirement Fund (PCRF) In Iis entiretly as of June 30, 2005, The assets for CITY OF STOCKTON
MISCELLANEOUS PLAN are patt of the fubiic Emplayaas Retirement Fund {PERF) and are Invested
accordingly. .

(R) (B) {9) (D)

Asset Class Market Valua Cument Targat

(% Billion) Allocabon
1) Tatal Cach Equivalents 53 2.7% 0.0%
2) Total Global Fved Income M.3 2B.0% A6.0%
3) Tota! Equities 1746 £4.3% 66.0%
4) Towl Reel Lstate 2.6 0% o
Tatal Fund 193.8 100.0% 100.0%

SJD% 2'?%

* The starting polnt and most important element of CalPERS’ successful retum on invesonent ks the asset
allocation or diversification among stocks, bonds, cash and other investments. Aszet allocation Is not an
asset-only or ability-only decislon. Ali factors, induding liabilities, benefit payments, cperating expenses,
and employer and membes csiributions are taken into account in detenmining the appropriate asset
allogation mix. The goal is to maximize retums at 2 prudent level of risk which presents an ever-changing
balancing act between market valatitty and lang-term goals,

CalPERS fullowrs & strategic asset 3llocation policy that Identifies the peccentage of Tunds to be invested In
earh asset dass,
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LPERS ACTUARIAL VALUATION - JUNE 30, 2005

ISCELLANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

Doc 1319

J

Summary_of Valuation Data

June 3¢, 2004

1.. Active Members

a) Counts 1,078

b) Average Attsined Age 4548

¢} Average Entry Age to Rate Plan M7

d) Average Years of Servica 10.77

e) Average Annual Covered Pay $ 45941 %

f} Ammual Covered Peyroi 50,602,143

g} Projected Annual Payrall for Contribution Year 55,697,935

h) Present Value of Future Payroll 422,850,100
2. Tronsferred Members

a) Counts 445

b} Average Alttained Age 46.73

¢) Average Years of Service .02

d) Average Annual Covered Pay 63,7216 %
3. Terminated Members -

a} Counts 128

b} Average Attained Age 43.75

c) Average Yesrs of Service 3.89

d) Average Annual Covered Pay 33,068 §
4, Retired Members and Eeneficlaries

a) Counts 1,287

b} Average Attzined Age 69.08

¢) Average Annual Benefits L1 10,763 4%
5. Active to Retired Ratio (1(a)/4{a)] 0.8

June 30, 2005

1,028

46.24

kol

11.25
49,919
51,317,103
56,484,893
425,603,440

456
45.31
292
65,514

469
43.91
3.62
33,945

1,338
69.19
11,600

0.4

Counts of members induded in the valuation are counts of the records processed by the valustion, Multiple
records reay exist for those who have service in more than one valuation group. This does nat result In

double counting of Habilities,
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MISCELL ANEOUS PLAN OF THE CITY OF STOCKTON
EMPLOYER NUMBER 55

)

. Active Members
Distribution of Active Members by Age and Service
Years of Servioe at Valuation Date
Att:gl:ed 04 59 10-14 15-19 20-25 25+ Total
1524 36 0 ) 0 0 ) 36
2529 54 9 D 0 0 0 63
30-34 43 19 2 0 0 0 64
2539 51 39 16 4 1 0 1
4044 36 38 27 24 9 1 135
4549 33 39 35 26 16 15 164
50-54 37 3 28 36 0 a7 201
55-59 30 V7] 26 20 3% 162
60-64 16 i1 7 15 6 15 70
65 and over 1 2 e 3 2 b
All Ages 347 212 145 134 74 116 1028
Distribution of Average Annua! Salaries by Age end Service
Years of Service at Valuation Date
Attained 04 59 10-14 15-19 20-25 25+ Average
Age .
15-24 426,667 $0 $0 $0 30 %0 526667
25-28 33,37 41,801 0 o 0 0 34,577
30-34 39545 46,805 59,549 0 0 D 42,325
35-39 47,626 47,929 55137 49,440 67,353 ) 49,058
4044 4583  SO370 60881  S5007 54070 78062 52,541
4549 50,508 54,342 57,126 54,753 54,090 53,087 53,615
0-54 43,886 46,610 55352~ 59,609 59,602 51,494 52,205
§5-59 55,604 . 47,974 58,174 56487 62,779 61,145 57,305
60-64 36,127 46,715 47,188 63,002 67,588 57,540 51,941
6Sand aver 20,708 19,810 75202 45,345 50,268 45,842 33,912
Average  $41208  $48,656 $56,437 459,006  $55,50B 449,919

§57.307
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005

. MISCELLANEOUS PLAN OF THE CTTY OF STOCKTON
EMPLOYER, NUMBER 55
. : Retired Members and Beneficiaries
Distribution of Retirees and Beneficiaries by Age and Retirement Type
' Non- Nom-
Attained Servim  Industrial Industral Industrial Industial  Death After
Age  Refirement Disablfity Disability Death Death  Retirement Total
‘Under 30 o ¢ ¥ -0 0 2 2
30-34 o 0 1 L4} 0 [+ 1
3539 0 F a [+ 0 2 4
40-44 4] 3 i 0 o 3 6
4549 0 4 3 0 ] 3 10
50-54 56 11 8 i) 0 1 Bl
55-59 180 2t is 0 0 5 221
60-64 163 i6 3 1 0 B 192
B5-69 138 4 g 2 a 19 163
70714 149 15 0 2 4] 26 192
75-13 131 B 1 2 - L 183
B0-84 a0 17 0 0 0 43 150
a5 and Fa: 3 0 1 i 50 131
Ower
Al Ages 986 104 33 v 8 0 206 1337
Average Annual Amaunts for Retirees and Beneficiaries by Age and Retirement Tyvpe
Non- Non-
Attalned Service Industrial 1Industrial Industrial Industrial Death After
Age  Refirement Disability Disabliity Death Death Retirement Average
Under 30 $0 L2 $0 50 30 $3737 $3,737
30-34 . 0 L] 113 g o} a - 113 -
3539 0 9,739 o g 0 6,330 8,064
40-44 O 6,606 0 a 0 5,995 5801
45-49 0 17,774 180 0 Lt 15,635 7,854
50-54 10,587 9,277 1,944 - g 0 13,402 9,764
55-59 4,481 8,452 4,125 ’ 0 G 3,114 13,051
&0-64 17,792 8,381 2,958 9,518 o 9,077 16,224
65-69 14,769 13,451 0 7462 0 9,001 13,974
70-74 11,684 5,906 i) 4,454 0 9,777 10,899
75-1 11,614 4,839 449 3,314 0 _ 6,581 10,160
BO-84 9,642 4,519 G 0 O 7,963 8,580
B5 and 9,655 4,678 0 27 0 5,404 7,871
Over
$0 %$7.606 $11,600

I Average $13,217 $7,470 $2,815 : 35001
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Lo RS ACTUARIAL VALUATION - Ttz 30, 2005
MISCELLANEOUS PLAN OF THE CITY OF STOCKTON

EMPLOYER NUMBER 55 . .
Retired Members and Beneficiaries o .
Distribution of Retirees and Beneficiaries by Years Retired and ﬁeﬁrunmt!‘ypa
. Non- Mon-
Years Servioe Industriai Industrial - Industrial Industrial Death After '
Retired Retrement Disability BDisablfity Desth Daath Retirement Total
Under 5 353 5 2 ] 0 7 " 386
¥rs '
53 201 25 6 1 't 14 247
10-14 165 24 1 2 a 3 o]
15-19 116 19 3 2 o 38 178
20-24 50 g 0 ] 0 60 188
25-29 48 1 2 2 o 9 92
30 and 13 2 0 1 0 27 43
Owver
All Years 986 104 i3 8 ] 206 1337

Average Annual Amounts for Retirees and Beneficiaries by Years Retired and Retirement Type

Years  Seice  Industrial Industrial lndu:snt;iai Industrial  Death After .
Retired Retirement  Disability  Disabitity Death Death Retirement A
Under5  $16472 48,093 $3,673 %0 30 $10,688 $15,562
;3 14,314 11,499 2,427 9,518 0 10,320 13,494
10-14 12,507 8,369 581 4,454 o 10,627 11,703
15-19 9,234 6,042 156 7,462 0 9,225 8,719
2029 8,358 3,660 . 0 0 0 5,739 6,941 .
25-29 7,213 4,904 81 3314 0 5654 . 6206
30 and 7,972 6,722 Y 27 0 5,667 6,282
A\ggga $13,217 $7,470 $2,815 - $5001 30 47,606 4$11,600

Page 26



Case 12-32118 Filed 03/31/14 Doc 1319

(] APPENDICES

* APPENDIX A - STATEMENT OF ACTUARIAL DATA, METHODS AND
ABSUMPTIONS

. » APPENDIX B - SUMMARY OF PRINCIPAL PLAN PROVISIONS

» APFPENDIX C- GASE STATEMENT NO. 27

» APPENDIX D - GLOSSARY OF ACTUARIAL TERMS






Case 12-32118 Filed 03/31/14 Doc 1319
i

. APPENDIX A

« STATEMENT OF ACTUARIAL DATA, METHODS AND ASSUMPTIONS



.




Case 12-32118 Filed 03/31/14 Doc 1319
H

CALPERS ACTUARIAL VALUATION - JUNE 30, 2005 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial Data

As stated In the Actrarial Certification, the data which serves as the basis of this veluation has been
obtained from the various CalPERS databases, We have reviewed the valuation data and belleve that tis
rezsonable and appropriate in aggregate. We are unaware of any potential data issues that would have s
material effect on the resuits of this vatuation, except that data does not contain Information aboust
reciprocal systems. Therefore, salary information in these cases may nat be accurate. This sktustion ks

relatively infrequent, however, and when & does occur, generally does not have a material Impact on the
employer contribution rates. .

Actuarial Methods

Funding Method

“Tha actuarial funding method used for the Retirement Program is the Entry Age Normal Cost Methad,
Under this method, projected benefits are determined for all members and the assodated flabfittles are
spread kn a manner that produces fevel annual tost as a percent of pay in each year from the age of hire

(entry age) o the assumed retirement age. The mst allocated to the current fiscal year Is called the nommal
cost.

The actuarial accrued fiability for active members is then calculated as the portion of the total cost of the
plan allocated to prior years. The achurial acorued Yabifity for members curently recelving benefits, for
active members beyond the assumed retirement age, and for members entitied to deferred benefits, is

equal to the present value of the benefits expeded to by paid. No normal costs are applicable foe these -
participants.

The of the total actuarial acoued flabltity over the actuarial value of plan assets is cafled the
unfurnded actuarial acorued Fability. Funding requirements are determinerd by adding the normal cost and
an amartization of the unfunded liabifity a5 a leve) percentage of assumed future payrulis. Al changes in
liabiiity due to plan amendments, changes in actuarial assumptions, or changes In aduarial methodology ans
amortized separately over a 20-year period. In addition, all galns or losses are tracked and amortized over
a rolling 30 years. Finally, if a pian's acorued liability exceeds the actuarial value of assets, the annual

contribution with respect to the total unfunded liabifity may riot be less than the amount produced by a 30-
year amortization of the unfunded fablity.

An exception to the funding rules above is used whenever the application of such rules results in
inconsistencies, In these cases a “fresh start” approach is used, This simply means that the cument
unfynded actuarial llahility is projected and amortized over a set number of vears. As mentioned above, i
the annual contribution on the total unfunded ilabllity was less than the amount produced by a 30-year
amartizatian of the unfunded labllity, the plan actuary would implement a 30-year fresh start. However, in
the case of & 30-year fresh start, just the unfunded Hability not already In the (gsin)/loss base {which

elready s amortized over 30 years) will go into the new fresh start base. In addition, a fresh start Is needed
in the following situstions:

1) whena positive payment would be required on a negative unfunded actuarial liability (or
conversely & negative payment on a posftive unfunded actuarial fablity); or

2} when there are excess assets, rather than en unfunded llability. Beginning with the June 30, 2004
valuation a 30-year fresh start is used in this sttusbion,

It shauld be noted that the actuary may choose to use & fresh start under other dircumstances. In ail cases,

the the fresh start perlad is set by the actuary at what he deems appropriate, and will nat be less than five
years nor greater than 30 years, ;
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2008 APPENDIX A
ETATEMENT OF ACTUARIAL METHOES ARD ASSUMPTIONS

Asset Vahumation Method

n order to dempen the effect of shart term market vilue fluduations on ernp[nye_rcontnhuhen T:-}t&s,tlm -

following asset smoothing technique is used. First an Expected Velue of Assats Is camputed by bringing
furward the prior yeer's Actuarnial Value of Assats and the contributions received and benefits paid during the
year at the assumed actuarial rete of retum, The Actuarial Valus of Assets s then eomputed as the
Expected Value of Assets plus one-ifteenth of the difference between the actual Markel Value of Assets and
the Expected Value of Assels as of the valuation date.  However in nc case wilt the Achuarial Vaige of Assels
be less thant BO% or greater than 120% of the actual Market Value of Assets,

Miscellaneous
Superfunded Status

IF & rate plan is superfunded {sciuarial value of assele exceeds the present valte of bonefits), as of the
most iecently completed annual valuation, the empioyer may cover thelr employees’ member enntributions
{hath taxed and tax-dafarred) using their emplover assets during the fisca! year for which this valuation
epplias. This would entail trensferring assets within the Pubiic Emplayees Retirement Fund (PERF) from the
employer account to the member acumulated contribution acoounts. This change was implemernted

glitective Janoary 1, 1989 pursuant fo Chapter 231 (Assembly Bill 2088) whidh added Government Code
Sectien 20016,

Super{unded stalus applies only to individual plans, not sisk pools, For rate plans within a risk poot,
artuarial vaiue of assets i the sum of the rate plan's side fund pius the rate plan’s pro-rata share of non-
side fund assets.

Internal Revenue Code Section 4315

The fimitations on benefits imposad by Intermal Revenue Code Section 415 were not taken ints aconunt in
thiz valuation. The effect of thesa lmkations has been deemed invnateral on the oversll results of this
valuation.
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LPERS ACTUAREAL YALUATION - JUNE-30, 2005 APPENDIX A
. ATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

. Actuarial Assumptions
Economic Assumptions
Investment Retumn
7.75% compounded annually (net of expenses). This assumption is used for &) plans.
Satary Growth '
) Annual increases vary by category, entry age, and duration of service. The assumed Increases
shown below.
Fublic Agency Miscellaneous
Duration of Service  Entry Age 20 Entry Age 30  Entry Age 40
0 0.1445 0.1265 0.1005
1 0.1215 0.1075 0.0875
2 0.1035 1.0935 0.0775
3 0.0945 0.0825 D.0695
4 0.0805 0.0735 0.0535
5 Q.0725 B.0675 0.0585
10 0.0505 0,0485 0.0435
15 0.0455 D.0435 0.0385
20 40,0415 0.039% 2.0355
25 0.0365 0.0365 0.0345
30 0.0325 . 0.0325 0.0325
. Public Agency Fire
Duration of Service  Entry Age 20 Entry Age 30 Entry Age 40
0 0.1075 0.1075 0.1045
1 £.0975 0.0965 0.0875
2 0.0895 0.0855 0.0728
3 0.0825 0.0775 0.0625
4 0.0765 1.0705 . D.D535
5 0.0715 0.0645 D.0475
10 £.0535 00485 D.0375
15 00435 0.0415 0.0365
20 0.0395 0.0385% -0.0345
235 0.0355 - 6.0355 0.0335
30 0.0325 . 00325 00325
Public Agency Poltce
Durgtion of Serviee  Entry Age 20 Entry Age 30 Entry Age 40
] 0.1115 0.1115 0.1115
1 0.0955 D.0855 0.0955
2 0,0835 D.0B35 0,080%
3 0,0745 0.0725 0.0665
4 0.0675 0.0635 0.0575
-} 0.0615 0.0575 0.0505
10 0.0475 0.0445 0.0385
15 0.0435/ 0.0415 0.0355
. 20 0.0395 0.0385 0.0345
25 0.0365 0.0355 0.0335
30

0.0325 0.0325 0.0325

A3



CALPERS ACTUARIAL VALUATION — JUNE 30, 2005 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

Public Agency Caunty Peace Officers

-Buration-of Service—Entry-Age-26—Entry-Age 36— Entry-Age-40

0 0.1315 0.1318 0.1315
1 D.1115 0.1085 0.1055
2 0.0965 0.0915 0.0855
3 0.0M5 - 00795 0.0735
4 0.0755 0.0695 0.0635
5 0.6685 0.0625 0.0555
10 0.0485 0.0445 0.0405
15 0.0435 0.0405 0.0385
20 00395 0.0385 0.0365
25 0,0365 0.0355- 0.0345
30 0.0325 0.0325 0.0325

»  The Miscellaneous salary scale is usad for Local Proseautnrs.
»  The Palice salary scalke Is used for Other Safety, Local Sharift, and Schoat Police,

Overall Payroll Growth

3.25% compounded ernually {used In projecting the payroll over which the unfunded liability Is
amortized). This assimption s used for all plans.

Inflation
3.60% compounded annually. This ammptlon is used for &l plans.
T

Credit for Unused Slck Leave
Final Average Salary is increased by 1% for those agencies that have au:zpted the provision
providing Credit for Unused Sick Leave.

Conversion of Employer Pald Member Contributions (EPMC)
Final Average Satary is Increased by the Employes Contribution Rate for those agencies that have
contracizd for the proviston providing for the Conversion of Employer Peid Member Contributions
(EPMC) during the final compensation period. _

Normris Decision (Best Facldrs) -
Employees hired prior to July 1, 1962 have projected benefit amounts increased in order to reflect
the use of "Best Factors™ in the caloutstion of optinnat banefit forms, This Is due o a 1583 Supreme
Court dedision, knawn as the Nomis dedsion, which required mzles and femailes i be treated
equally in the determination of benefit amounts. Consequently, anyone aiready employed at that
time i5 given the best passible conversion factor when optional benefits are determined. No loading
is necessary for employees hired after July - l 1982,
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CALPERS ACTUARIAL VALUATION — JUNE 3D, 2005

. STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

- APPENDIX A

Pre-Retirement Mortality

Nor-Industrial Death Ratasvaryby age and gender. Incustrial Death rates vary by age. See

sampie rates in table below. The non-industrial death rates are used for all plans, The industrial

desth rates are used for Safety Plans {excapt for Local Prosecutor safety members where the

commesponding Miscellaneous Plan does not have the Indusirial Death Beneftt).

Non-Industrial Death Industrial Death
{Not Job-Rejatad) ' {Joh-Related)
Age Male Female Male and Femaie
20 0.00019 0.00009 0.00003
25 0.00027 0.00014 0.00007
k1] 0000348 0.00021 0.00010
35 0.00054 0.00031 0.00013
40 0.00077 0.00046 0.00017
45 0.00114 D.00068 0.00020
50 0.00156 0.60102 0.00023
S5 0.00221 0.00151 0.00027
60 0.00314 000226 0.66030

Miscrdlanecus Pans usﬁally have {ndustrial Daath rates set to zera unless the agency has spedfically
contracted for industrial Death benefits. IF so, sach Non-Industrial Death rate shown above will be

Sphit into two components: $9% will become the Non-Industria Death rabe and 1% will become the
Industrial Death rate.

Post-Retirement Moriality

Nun-Industrialiy Gisabled Industrially Disabled

Healthy Recipients {Nat Job-Related) {Job-Related)
Age Make Female Male Female Male Female
50 0.00245 0.00136 0.01459 001129 0.00546 D.00388
85 (.00429 0.00253 0.02115 0.0148t 0,00616 D.0D568
60 00072 0.00442 0.02870 0.01884 0.010156 D.00B18
65 0.01302  0.00795 0.03617 0.02356 0.01853 001214
70 002135 D.01276 a.04673 £.03G20 0,0336¢  0.01760
75 0403716 002156 0.06552 0.04298 0.05768 0.02774
B0 0.06256 0.03883 {.09481 - 0.06514 0.08670 .04690
85 010195 0.07219 0.15041 0.10269 0.13032 0.08262
90 0.173729 0.12592 0.20793 C.1618% 0.15584 0.13984
95 025317 D.21773 0.30792 0.25522 0.29444 0.23566
100 034724 0.3203% 0.455949. : 0,40236 0.449253 £.35341
Maritz! Status

Rates vary by age, type of retirement and genéer See sample rates in table below. These ratss
are used for aff plans,

For ective members, a percentage marmied upon retirement ks assumed acoording to the following

table.

Member Cateqory Percent Married
Miscellaneous Member 85%
Local Polica 0%
Local FAre %
Cther Local Safety S90%
Schoct Police 90%;

A5
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APPENDIX A -

Age of Spouse

1t i5 assumed that femafe spouses are 3 years younger than male spomes. This assumption Is

-used for all plans.
' Terminated Members

1t is assumed that members refund Immediately If mn-vested retire Immediately if eligitke, or

retire at the earliest retirement age If nntelhglble.

Termnination with Refund

Rates vary by satry age and service for Miscellaneous Plans Rates vary by servioe for Safety Plans.

See somple rates in tables below.

0.1414
0.1215
0.1016
0.0817
0.0618
'0.0155
0.0073
0.0027
0.0002
0.0002
0.0002

: Pubtic Agency Miscellaneous
Duration of .

" Service Entry Age 20 EntryAge 25 EntyAge 30 Entry Age 35 Eniry Age 40 Entry Age 45
0 0,1760 G.1601 0.1623 0.1553 (.1483
1 0.1561 0.1492 0.1423 0.1353 08,1284
2 0.1362 0.1293 0.1224 0.11%4 01085
3 0.1163 0.1094 0.1025 0.0958 1.0864
4 0.0964 0.0895 0.0826 0.0756 0.0587
5 0.0283 0.6257 0.0232 0.0206 0.0181L
10 0.0184 0.0161 .0139 0.0117 0.0005
15 0.0120 0.0102 0.0083 0.0064 0.0046

20 0.0073 0.0057 e.00di 0.0025 0.0009
25 00034 0.0022 0.6009 1.0002 0,0002
a0 0.0010 0.0002 0.0002 ¢.o002 0.0002
Public Agency Safety S
Duration of Service - Fire Palice Caunty Peace Officer
0 0.0847 0.1299 0.1972
I 0.0739 0.0Bt6 0.0841
P 0.0531 0.0348 0.0508
3 00323 00331 00470
4 0,0290 0.0314 0.0445
5 0.0095 0.0110 0.0156
19 0.0029 0.0058 0.0095
L1 00021 - . 00035 0.0048
20 0.0016 0.0022 0.6022
P 0.0010 0.0015 0.0010
30 0.0009 0.0012 0.0006

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

Sheriff, and School Palice,

A6
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ACTUARIAL VALUATION - JUNE 30, 2005 - . APPENDIX A
ATEMENT GF ACTUARIAL METHODS AND ASSUMPTIONS

Termination with Vested Benefits

Rates vary by entry age and service for Miscellaneous Plans. RatesvarvbvservioeforSafetv
Plans, Sea sample rates [n tablas below.

Public Agency Miscellaneous

Duration of

Service Entry Age 20 EntryAge25 EnbryAge3D EniryAge35 Entry Age 40
5 0.0482 0.0439 0.,0395 0.0351 0.0307
10 0.0380 0.0343 0.0296 0.0249 0.06000
15 0.0326 00274 0.0224 ¢.0000 0.0000
20 0.0245 0.0192 0.0000 0.0000 0.0000
25 0.0156 0.0000 0.0000 0.0000 0.0000
30 0.8000 0.0000 0.0000 0.0000 0.0000
Public Agency Safaty
Duration of County Peace

Sarvice Fre Police Officer

L] 0.0162 0.0187 0.0265

10 0.0061 D.n4% 0.0204

15 0.0a58 0.0094 0.0130

20 0.0053 vi  0.0G75 0.0074

25 0.0047 Q.0087 0.0043

30 0.0045 0.0064 0.0030

35 9.0000 0.0000 0.0000

« When a member Is eligible o retire, the termination with vested benefits probability fs set to
8.

+ The Police Termination with vested benefits rtes are used for Public Agency Locat
Prasecutors, Other Safety, Loczl Sheriff, and Schoot Police.

&7
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005 APPENDIX A
STATEMENT OF ACTUARIAL METHODS AND ASSUMPYIONS
Non-Industriat {Not Job-Related) Disabifity
Rates vary by age and gender for Miscellaneous Plans.
Rates vary by age for Safety Pians,
Miscelloneous Fire Police County Peace Officer
Age Male Female MaleandFemale Male and Femate Male and Female
0 60001 0.0001 0.000t £.0001° 0.0001
25 00002 0.0002 o.0o001 0.0001 0.0001
30 00002 DO 0.0001 0.0002 6.0001
35 00008 00010 0.0001 0.0003 0.0002 .
40 0.G015 0.0016 0.00a1 0.0004 0.0003
45 0.0024 0.0023 0.0002 0.0005 0.0004
50 0.0037 0.0035 0.6008 0.0008 0.0007
55 0.0 00041 0.0010 0.0013 0.0012
60 0.0055 0.0015 0.0020 0.0019

0.0039

‘The Miscellaneous Non-industrial Disabifity rates ane used for Local Prosecytors,

The Pafice Non-Industriaf Disabilty rates

are ysed for Other Safety, Local Sheriff, and School

Police. . ¥
Industrial {Job-Related) Disabitity
Rates vary by age and category.
Age Fire Pollce County Peace Officer
20 0.0002 0.0006 0.0002
25 0.6010 0.0028 0.0012
K [ 0.0021 0.0056 6.0025
as 0.8031 0.0084 0.0037
40 00041 0.0112 0.0050
45 0.0051 0.6140 00062
50 .0062 0.6167 0.0075
55 0.0601 0.0581 00128
&0 0.0601 03581 00128
«  The Police Industrial Disability rates are used for Locat Sheriff snd Other Safety,
+  Fifty Percent of the Police Industial Disabllity rates are used for Schoof Pollce.
«  One Pescent of the Pofice Industrial Disabillty rates are used for Local Prosecutors,
s Nommally, rates are zem for Miscellaneous Plans unless the agency has specifically contravted

for Industrisl Oisabilfty benefits. If 50, each miscetlanecus non-industriat disabifity rate will be
spiit Into two components: 50% will become the Non-Industrial Disabifty rate and 50% will
pecome the Industriat Disability rate,
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CALFERS ACTUARIAL VALUATION - JUNE 30, 2005 APPENDDY A
STATEMENT QOF ACTUARIAL METHODS AND ASSUMPTIONS
Servioe Retirement
Publc Agency Miscellaneous 2% & 60
Duration of Senvice

Age SYears 1DYesrs 15Years 20Years 25Years 30 Years
1] 00085 00120 0.0146 0.0165 0.0184 0.0206
L} 0.0059 0.0032 0.0100 4.0113 00126 .0142
52 0.0092 4.0129 00157 . 00178 0.0198 0.0222
53 0.0104 0.0146 Q.0177 0,0200 0.0224 0.0251
A 00109 0.0154 8.0187 00211 80236 0.0264
11 0.0198 0.0279 0.0339 0.0383 0.0427 0.0479
56 0081 0.0254 0.0308 0.0348 0.0389 0.0436
57 0.0208 0.0292 0.0354 0.0400 0.0847 0.0501
58 0.0252 0.0368 0.0447 D.0505 0.0564 0.0632
59 0.0335 0.0471 0.0572 0.0646 0.0721 0.0809
6D 0.0615 0.0865 0.1051 0.1187 0.1325 0.1465
6] 0.0628 0.0B83 0.1073 a.1212 0.1353 0.1517
62 0.1258 0.1767 D.2147 0.2426 0.2708 0.3036
63 £.1263 0.1775 0.2156 0.2438 02720 0.304%
b4 6.{972 Q.1366 0.1659 0.1875 0.2003 D.2346
65 0.1731 0.2432 0.2955 0.333% 0.3727 0.4178
66 D.09%e 01330 0.1618 0.1825 0.2038 0.2284
67 0.1272 0.1787 0.2453 0.2738 03069

a2171
el

Public Agency Miscellancous 2% @ 55

RN R E R R ]

Duration of Service
SYears 10Years 15Years 20Years 25Years 30 Years
00145 0.0184 00224 00269 00307  0.0366
00106 00135 00164 00198 00226 D068
00114 00145 00176 00212 0.0241  D.0287
0.0150 00180 00231 00278 00318  0.0378
00199 04252 0.0307 00369  0.0421 00502
00475 00604 D073 041883  D.ID0S  0.1200
00395 00502 D061l 00735 00838 0.0998
00427 D092 00653  DO793  0.0805  0.,1078
00473 00601 00730 00879 01003  0.1194
00510 00648 00788 06098  0.1082  0.1287
00715 00908 01104 04328 0.1516  D.1804
00715 00908 0.1104 01328  0.15i6  0.1805
01275 (01620 01969 02369 02704 03219
012687 O0JB3 00988 02392 02731 03250
00931 01182 01438 01728 0.1974  0.2350
0.1738 02209 02686 03231 03688 04390
0.10B5 01378 01675 02016 02301 02739
0.1109 01409 0.1713 02061 02353  0.2801

A
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STATEMENT GF ACTUARIAL METHODS AND ASSUMPTIONS .
Public Agency Miscellaneaus 2.5% @ 55, 2.7% @ 55,3% © 60
A3% @ 55 £.2% @ 55 1% @ 60
-Age Mals Male Famajs Male femalg
50 0.05000 0.07000 0.05000 0.07a50 0.05000 6.07000 -
51 0.02000 0.05000 0.02000 0.05000 €.02000 0,05000
52 0.03000 0.05000 0.03000 0.05000 0.03000 0.05000
53 0.03060 0.05000 0.03000 0.06000 0.03000 ¢.05000 -
54 0.04000 0.05000 0.04000 0.06000 0.04000 0:05000
55 D.0B00D 0.03000 0.08000 0.10000 6,08000 0.05000
56 0.56000 0.07000 0.07000 0.08000 0.07000 0.08000
57 £.07000 0.06000 0.08000 0.07000 0.08004 0.07000
58 D.0B0O0O 0.10000 0.08000 0.10000 0.03000 0.11000
59 0.69000 0.09000 0.10000 0.09000. 0.11000 0,10000
60 0.16000 0.12000 0.17000 0,13000 0.15000 0,15000
bl D.15000 0.15000 0.16000 0.13060 0.17000 0.12000
62 D.26000 0.21600 0.28000 0.23000 0.31000 0.25000
63 0.22000 0.18000 0.23000 0.26000 0.26080 0.22000
64 015000 0.13000 0.16000 0.14000 0.18000 0.16000
£5 1.25000 0.25000 0.27000 0.27600 0.30000 0.30000
65 0.14000 0.15600 0.15000 0,16000 0.17000 - D.18000
&7 ‘0.12000 .14000 0.1300¢0 $.16000 0.14000 0.17000
68 0.12000 0.11C00 0.13000 0.12060 £.15000 0.13000
69 0.0o000 0.13000 0.10000 £.14000 £.11000 0.15000
7a 1.000040 1.80000 1.00000 1.00000 1.00000 1.00400
-

Public Agency Fira ¥ @ 55 and 2% @ 55

Age Rale Aga Rate
50 0.01588 56 0.11079
51 ' 0.00000 57 0.00000
52 0.03442 58 0.09499
53 0.01900 53 0.04409
54 0.04132 60 1.00000
55 0.07513
Public Agency Palice % @ 55 and 2% @ 55
Age Rate Age Rate
50 0.02552 56 0.06921
51 0.00000 57 0.05113
52 001637 58 0.07241
53 002717 59 0.07043
54 0.00349 60 1.00000
55 0.16674

A-10
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Public Agency Polie 2% @ 50
. Duration of Service

Age SYears 10Years 15Years 20Years 25Years 30 Years
50 0.0138 00138 00138 Q0138 (.0253 .45
51 0.0123 0.0123 0.0123 0.0123 0.0226 a.5402
52 0.0262 0.0262  0.0262 0.0262  0.0480 0.0855
5 0.0523 0.0523  {.0523 0.0523 0.0957 0.1706
54- 0.0687  0.0697  0.0857 0.0897  0.1275 0.2274
55 0.0899 0.0699 00849 0.085¢  0.1645 0.2932
58 0.0638 0.0638  0.0638 00638  0.i166 0.2079
57 0.0711 0.0711 0.0711 00711 0.1300 0.2318
58 Q.0624 n.o624 0.0628  0.0628  0.1149 0.2049
59 0.13%6 0.13%6 0.1356 0.1386 01735 0.2544
&0 0.1396 0.1396 0.1396 0.1396  0.1719 0.2506
61 0.13%6 0.1396 0.1396 0.13%6 0.1719 0.2506
Ly 0.1396 0.1396 0.1396 01396 01719 0.2506
63 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506
&4 D.1356 0,139 0.1396 0.13%6 01718 02506
65 1.0000 1.0000 1.6000 1.0000 1.0000 1.0000

= These rates also apply o Local Prosecutars, L.ocal Sheriff, Schoot Police, and Other Safety.

Public Agency Fire 2% 850
Duration of Servica
Age S5Years 10Years 15Years 20VYears 25Years 30 Years
i 0.0065 0.0065 00065 D0O0OGS  0.0101  0.0151
51 0.0041 0.0081 0.0081 0.00a1 00125 0.0167
22 0.0173 0.0173 0.0173 0.0173 0.0267 0.0400
53 0.0465 Q.0465 0.0465 0.0465 0.0716 0.1072
54 0.0638 0.0638 0.0638 0.0638 0.0983 0.1471
55 0.0868 0.0868 0.0868 0.0868 0.1336 0.2000
56 0.0779 Q.0719 0.0779 0.0779 0.1200 0.1796
57 D.0901 0.0901 0.05801 0.0951 0.1387 0.2077
L] 0.0799 0.079¢ 0.0790 0.0799 a.1217 0.1821
=9 0.0729 anz?29 0.0723 0.0729 0.1123 0.1681
a0 0.1135 0.1135 0.1135 0.1135 01747 0.2615
al 011386 0.113& 0.1136 (1136 0,1749 0.2618
62 0.1136 0.1136 0.1135 0.1136 0.1749 0.2618
a3 01136 0.1136 0.1136 0.1136 0.1749 3.2618
2] 01136 0.1136 01136 0.1136 0.1749 0.2618
65 1.0000 L6004 1.0009 1.0006 1.8060 1.0000
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Fublic Agency Police 3% @55 -
Duration of Service
Age S¥ears 10Years 15Years 20Years 25Years 30 Years
50 '0,0193 0.0193 0.0193 00193 0.0397 0.06600
L3 | 0.0157 n.0157 0.0157 0,0157 0.0324 0.0491
52 0.0163 0,0163 0.0163 0.0163 0.0037 0.0510
53 0.0587 0.0587 00587  0.0587  0.1208 01829
= 0.06091 0.0591. 0.0691 D.069¢ 01422 0.2154
55 0.1164 01164 00164 01164 0.2397 0.3630
- 56 0.0758 0.0756 - 0.0756 D.0756 0.1556 0.2357
5 0.0581 0.0581 8.0581 0.058% 0.119% 0.1812
58 0.0508 £.0508 0.0508 0.0508 0.1045 0.1583
59 0.0625 0.0625 00625 0.0625  0.1287 0.1549
&0 1.0000 1.0000 1.000G 1.0000 1.0000 1.0000

= These rates also apply to Local Prosecutors, Local Sheriff, Schoot Police, and Other Safety.

Public Agency Fire 3% @ 55

. Duration of Service :

Age SYears 310Years 15¥ears. 20 Years 25Years 30 Years
50 D.0024 0.6024 0.0024 D.0035  0.0055 0.0065

51 0.0048 0.0048 D08 D00/ 0.0110 D.0128

‘52 0.0147 0.0147 D.0147 00215  0.0339 0.0396
53 0.6125 0.0425 0.0425 D.0a2t  0.0979 0.1142

54 0.0567  0.0567 D.OS67 DOEB  G.1306 0.1523

55 0.0915 0.0915 0.0915 01337 62104 0.2459

) 0.0811 0.0811 D.0811 0.1184  0.1868 0.2178

57 00996 0.09%6 00396 04455  0.2295 0.2676

58 0.0814 0.0814 0.0814 1189  0.1874 0.2185

59. Qa775. 0025, 00775 412131 DATB4. 0.2080

60 1.0000 1.0000 1.0000 1.6000  1.0000 1.0000
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CALPERS ACTUARIAL VALUATION - JUNE 30, 2005

STATEMENT OF ACTUARIAL METHODS AND ASSUMPTIONS

APPENDIX A

Public Agency Police 3% @ 50
Duretion; of Service
Age SYears 10Years {SYears 20Years 25 Years 3D Years
50 0.0435 80435  £.0435 D.0821 0.1208 0.1559
51 0.0385 00385  {.0385 0.0728 0.1071 0.1382
52 00614 0.0614 0.0614 0.1159 0.1705 0.2200
53 0.0689  0.0689 0.0689 0.1303 0.1916 0.2472
54 0.a7:0 00710 0.0710 0.1342 0.1974 0.2547
S5 ©.0898 0.0898 0.0898 0.1698 0.2457 03222
56 0.6587 0.0687 0.0687 0.1299 0.1910 0.24585
57 0.0803 3.0883 1.0803 0.1518 02232 0.2880
58 0.0791 0.0791 .07t 0.1495 D.2198 0.2837
g9 0.0820 00820 g0.0820 0.1548 0.2279 0.2940
£0 1.0000 1.0000 1.0000 1.0000  1.0000 10000

= These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.

Public Agency Fire 3% & 50

Duration of Service
Age SYears 10VYears 15Yehrs 20 Years 25 Years 30 Years
50 00341 0.034: 00341 00477 D069  D.0804
51 0.0463 0.0463 00461 00647 D092  0.1091
52 0.0699 0.0693 @.0693 0.967 D.1377  D.1630
53 0.0835 0.0835 (Q.0835 0.1166 0.1661  0.1965
54 01025 01025 0.1025 0.1431 D2038 02412
55 D.1265 D.J265 0.1265 01766 DN.2516  0.2977
56 01210 01210 0.1210  0.1630  0.2407  0.2848
57 01010 01010 04010 G411 02010 02378
58 01184 01184 01184 01652 02354  .0.2786
59 01002 D002 01002 0.1399  D.1993 02358
60 10000 10006 10000  1.0000 1.0000  1.0000
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ACTUARIAL VALUATION - JUNE 30, 2005 APPENDIX B
M NEQUS PLAN OF THE OTY OF STOCKTON
EMPLOYER NUMBER 55 - COVERAGE GROUP 70001

SUMMARY OF BENEFITS: COVERAGE G-HDIFP 70001

The following is a summary of the major plan provisions used In calcufating the liahilties of the plan, Many of the -

statements in this summiary are general In nature, and are intended o provide an easily Lnderstood summary of the
camplex Public Employees’ Retirement Law. The law itself gavems In all situations, '

HETIREMENT PROGRAM

Service Retirement

Eliaibility

A CalPERS member becomes eligible for Service Retirement upon attainment of age 50 with at least
3 years of credited service {tofa) service across all C2IPERS employers, and with certain other
Retirement Systems with which CalPERS has reciprocity agreements)

Benpefif '
The Service Retirement benefit calculated far service eamed by this group of employees Is a monthly
allowance equal to the product of the benefit factor, years of service, and final compensation, where

» The denefit factor for this group of employees comes from the 29 at 55 Misceilaneous bensfit

factor table. The factor depends on the member’s age at retirement. Listed below are the factors
for retirement at whale year ages; .

2% at 55
Retirement Miscellaneous

Factor

1428%
152%
1.628%:
1.742%
1.866%
2,000%
1.052%
2.104%
2.156%
2.210%
2.262% -
2314%
1.366%
63& Up 2418%

228U AALYBaY E

o Tha years of service Is the amont credited by CalPERS to 2 member while he or she ic employed
in this group (or for other perinds that afe recognized under the employer's contract with
CalPERS). For a member who has eamed senviee with muttiple CalPERS emplayers, the benefit
from each employer |s calculated separately acoording to each employer's contract, snd then added
tngether for the total allowance. Any unused sick leave accumulated at the time of retirement wilt
bemnvemedtnm.-ditedMatuwerateafu.aneamofservinefmeamdavufsid:m

= The final compensation is the monthly average of the member's highest 12 conseative months’
full-ime equivalent monthly pay {no mattar which CalPERS employer paid this compensation). The

employees In this group are not covered by Social Seaurity. The final compensation Is nat offset by
a dollar amount. '

= The Service Retirement benefit is not dpped.

B-1
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Vested Deferved Retirement | . |

i

A Ca[PERS member becomes eligible for a deferred vested retirement benefit when he or she leaves
employment, keeps his or her contribution account batance on depostt with CalPERS, and has earned at
least 5 years of credited service (total servier across all CaIPERS employers, and wﬂi\ certain other
Retirement Systems with which CalPERS has redpmcrty agreements).

el i

The CalPERS member beoomes elighle to recelve the deferred retirement benefit uprm szlisfying the
ellglb[l!ty requirements for Defered Status and upen atfainment of age 50,

The vested deferred retirement benefit s the same as the Service Retirement benefit, where the benefit
factor is based on the member's age at allowance commentement. For members wito have eamed service
with muttiple CRIPERS employers, the benefit from each employer s calculated separataly according to each
employer's contract, and then added together for the total allowance.

Nan-Industrial (Non-Job Related) Disabllity Retirement

Elaibllity _

A CalPERS member is eligible for Non-Industriat Disabilty Retirement if he or she becomes disadled and has
at least § years of credited servite (botal service across all CalPERS employers, and with pertaln ather,
Retirement Systems with which CalPERS has reciprocty agreements). There Is o spedal age regquirement.
Disabled means the member is unable to performi his or her job because of an fiiness or injury which is
expectad to be permanent or to last indefinitely. The lliness or injury does not have to be job related. A

CalPERS member must be actively working with any CalPERS employer at the time of disabllity in order to .
be eligibte far this benefit.

Bepelit

The Nan-Industrial Disability Retirement benefit [s @ monthiy allowance equal to 1.8% of final

compensation, muttiplled by service, which Is determined as follows:

+ servicels CalPERS aedited service, for members with fess than 10 years of sefvice or greater than
18,518 years of servioe; or

« serviceis CalPERS credited service plus the additionat number of years that the member would have
worked until age 60, for members with at least 10 years but not more than 18,518 years of service.
The maximum benefit in this tase Is 33 1/3% of-Final Compensation,

Members who are eligible for a larger service retirement benefit may choose to recelve that benefit in lieu of
a disatiity benefit. Members eligible to retire, and who have attalned the normal retirement age

detestnined by their service retirement benefit formuta, wilt receive the same dellar amount for disability
retirement as thet payable for service retirement. For members who have eamed service with muliiple
CalPERS employers, the benefit atiributed to each employer is the total disabliity aliowance multiplied by e
ratio of service with a particular employer to the total CAIPERS sarvice,

Post-Retirement Death Benatit

Upon the death of a retiree, a one-time lump sum payment of $500 wil be made to the refiree’s designated
survivar(s), or to the retiree’s estate,

Foym of Payment far Retirement Allowance i

B-2
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Generally, the retirement allowanoe Is pald to the retiree in the form of 2n annuity for as tong as he or she
Is alive. The retiree may choose to provide for a portion of his o her allewanee to be paid to any )
designated beneficiary after the retiree’s death. CalPERS provides for a variety of such benefit options,

wiiidi the rebiree pays 1or by t2king a reduchion In IS of Rer retrément slowance. The arger Bie Smognt

to be provided to the beneficiary Is, and the younger the beneficiary Is, the greater the reduction to the
retiree’s allowance,

For retirement allowances with respect o sarvice eamed by employment in this group, S09% of the
refirerment aliowance will automatically be continued to certain stahutory benefidaries upon the death of the
retiree, sirouta reduction in the retiree’s allowance," This additionat benefit is often referred to as post
retirement survivor affowance (PRSA) or simply as sunivar continuance,

In other wards, 50% of the allowance, the continuance portion, s pald to the retiree for as long as he or
she s alive, and that same amount Is continued to the retiree’s spouse (or if no eligitle spouse, to .
urmarried children until they attain age 18; or, if no efigible children, ta a qualifying dependent parent) for
the rest of his or her lifetime.

The remalning portion of the retirement aflowance, which may be referred to as the aption portion of the
benefit, Is paid to the retiree as an annuity for &s lang as he or she Is alive. Or, the retiree may choose to
provide for some of this getion portion tn be paid to any designated benefidary after the retirea’s death,
CalPERS offers a varlety of such benefit options, which the retiree pays for by tzking a reduction to the
option portion of his or her retirement allowznce.

Pre-Retirement Death Benefits

Basic Death Benefit

Eligibility

An employee’s benefidary (or estate) may recelve the Basic Death benefit If the member dies whila
actively emplayed. A CalPERS member must be actively employed with the CalPERS employar
providing this benefit to be efigible far this benefit. A member's survivor who Is ellglble for any
gther pre-retirement death benefit described below may choose to receive that death benefit
instead of this Basic Death benefit

The Basic Death Benefit ks a lump sum in the amount of the member’s accumulated contributicns,
where interest Is currenty credited at 7.75% per year, plus 3 lump sum in the amount of one
month's salary for each completed vear of current service, up to a maximum of six months’ salary. -
For purposes of this benefit, one month's salary Is defined as the member's average monthly full-
time rate of compensation during the 12 months preceding death

1957 Survivor Benefit

Elipihility

An employee’s efigible survivor(s) may receive the 1957 Survivor benefit if the member dias while
actively empiloyed, has attained at least age 50, and has at least 5 years of credited service (totz)
service across all CaIPERS employers and with certain uther Retirement Systems with which
CalPERS has reciprocity agreements). A CaiPERS member must be actively employed with the
CalPERS employer providing this benefit to be eligible for this benefit. An eligible survivir maans
the surviving spouse to whaom the member was married at least one year before death ar, if there
s o eligible spouse, to the member's unmarried chidren under age 18. A member’s survivar may
choose this benefit in lieu of the Bask: Desth benefit or the Spedal Dezth benefit.

Benefit

The 1957 Survivar benefit is a monthly %Hmnoe equal to one-half of the unmodified Service
Retirement benefit that the member would have been entitled to receive if the member had retired

B3
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on the date of his or her death. 1f the benefit is payabie to the spouse, the benefit is discontinued
upon the desth of the spouse. If the benefit is payable to a dependent child, the benafit wilt ba

discontinued upon death or attalnment of age 18, uniess the child Is disabted. Thereisa

guarantee that the total amaunt pald will at feast equal the Basic Death benefit,

Cost-of-Living Adjustments

Beginning the second alendar year after the year of reﬁmment,- mtirerﬁent and survivor atlowances will be
annually adjusted on a compound basis by 5%. However, the cumulative adjustment may not be greater
then the cumulative change in the Consumer Price Index since the dabe of retiremant,

Purchasing Power Prutection Allowance (PPPA)

Retiremient and survivor allowances are pratected agalnst inflatian by PPPA. PPPA benefits are cost-of-living
edjustments that are intended to maintain an individual’s allowance at 80% of the initial atiowance at

retirement adjusted for inflation since retirement. The PPPA henefit will be coordinated with other cost-of-
Iiving adjustements provided under the plan, )

Employee Contributions

Each employee oontribittes towand his or her retirement based upen the foliawing schedute. The employer
may choose to "pick-up™ thesa contributions for the employees. -

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

The monthly compensation breakpaint ks $0. :

The percent contributed above the monthly compensation breakpoint is 7%.

Employer Pald Member Onnhibutlgmj (EPMC)

Through the collective bargaining process, the employer, who has agreed o pay the employes contributions for
this group, will stop paying thesa contributions during the final compensation period and insbead Increase the
pay of the members by 7%. This will result In a higher average monthly pay for the purpose of computing the
member's retirement allowanos.

Refimd of Employee Contributions: - -

1f the mamber’s service with the employer ends, arid If the member does nat satisfy the eligibiity conditions
for any of the ratirement henefits above, the member may elect to recefve a refund of his or her employee
contributions, which are credited annuzily with 6% interest.

1459 Survivor Benefit Fourth Level .

This benefit is not inciuded In the results presented earlier in this valuation. For more Information on this.
benefit go to the CalPERS website at www.clpers.ca.gav.
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SUMMARY OF BENEFITS: COVERAGE GROUP 70002

The following Is a summary of the major plan provisions used in calculating the fiabifities of the plan. Many of the

statements in this summary are general in nature, and are intended to provide an easily understood summary cf the
complex Public Employees’ Retirerment Law, The kay itself govemns in all siuations,

RETIREMENT PROGRAM
Service Retirement

Eligibiiny

A CalPERS member becomes ellgible for Service Retirement upon attainment of age S0 with at feast
5 years of credited service {to'al service across afl CalPERS employers, and with certain other
Retirement Systems with which CalPERS has reciprocity agreesents)

Benefit _
The Service Retirement benefit clculated for service samed by this group of employeas 1s a monthly

allowance equsl to the product of the benef® @dor, years of service, and final compensation, where

= The benaffit factor for this group of employees comes from the 2% at 55 Miscellaneous benefit

factor table. The factor depends on the member's age at retirement.  Listed below are the fackors
for retirement st whole year ages;

2% at 55
Retirement Miscellanecus

£actor

1426%
1L532%
1.528%
1.742%
1.866%
2.000%
2.052%
2.104%
2.156%
2.210%
Z2.262% -
2314%
2.366%
63 &Up 2418%

R2BBRYSAILURY g

s The years of servicels the amount credited by CalPERS to a member while he or she is employed
in this group (or for ather periods that are recognized under the employer's contract with
CalPERS). For a member who has eamed service with multiple CalPERS employers, the benefit
from each employer Is calculated separately according tn each employer’s contract, and then added
together for the total allowance. Any unused sick leave accumuiated at the time of retirement will
be converted to aedited service at the rate of 0.004 years of service for each day of sick leave.

»  The fnal compensationis the manthly average of the member's highest 12 consecutive months’
fuit-time equivalent monthly pay (no mstter which CalPERS employer paid this mpensation}). the
emplayees In this group are cavered by Social Security. The benefit is referred to as being

"modifiad” because the final compensation is offset by $133.33 {or by one hird if the final
mmpensation is less than $40D).

* The Service Retirement benefit is not capped
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Vested Deferred Retirement

Eligibitity for Dei e {1t i )
A CalPERS member becomes eligible for a deferrad vested retirement henefit when he or she leaves
employment, keeps his or her contribution account balznce on deposit with CaIPERS, and has eamed gt

beast 5 years of edited service (total service across alt CalPERS employers, and with certaln other
Retirement Systems with which CalPERS has reciprodty agreements),

2 Start Reoo Herelits
The CalPERS meriber es eligible to receive the deferred retirement benefit upon satisfying the
eliglblty requirements for Deferred Status and upon attalnment of age 50.

Benafit '

The vested deferred retirement benefit is the same as the Service Retirement benefit, where the benefit
factor Is basad on the member's age at afowsnce commencement, Far members who have eamed service
with muttiple CalPERS employers, the benefit from each employer ks calculated separately acoording to each
employer’s contract, and then added $ogether for the total allowance.

Non-Industrial (Non-Job Refated) Disability Retirement

-

A CaIPERS member Is eligible for Non-Industrlal Disabity Retirement if he or she becomes disaffed and has
at ieast 5 years of cedited service {total service across all CalPERS employers, and with certain other
Retirement Systems with which CaiPERS has reciyocity agreements). There is no special age requirement.
Disabled means the member IS unzble to perform his or her job because of an lliness or Injury which is
expected to be permanent or to last indefinitely. The iiness or Injury does not have o be job related, A

CalPERS member must be actively working with any CaIPERS employer at the time of disability In order to
be eligible far this benefit _

Benelit _

The Non-Industrial Disability Retirement beneftt Is a monthly allowance equal to 1.8% of final

compensation, multiplied by senviee, which Is detenmined as folloves:

+  service s CalPERS credited service, for members with less than 10 years of service or greater than
18.518 years of service; or _ _

=  service ls CalPERS credited service plus the additional number of years that the member would have
worked until age 60, for members with at least 10 years but not more than 18.518 -years of service,
‘The maxmum benefit in this tase Is 33 1/3% of Anal Compensation,

Members who are eligible for a farger service retirement benefit may choose to receive that benefit In fieu of
a disabillty benefit. Members eligible to retire, and who have attsined the normal retirement age

determined by thelr service retirement benefit formuda, will recelve the same doliar amount for disabiiity
retrement a5 that payable for service retirement. For members who have eamed service with multiple
CalPERS emplayers, the benefit atfributed to each employer is the total disability allowance muttiplied by the
retio of service with a particular employer o the total CalPERS service, .

Post-Retirvement Death Benefit

Aermp Sopy Payment _
Upan the death of a retiree, a onetime lump sum payment of $500 wilf be made to the retiree’s designated
survivor(s), or tn the retiree's estate,

Form of Payment for Retirement Allowance
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Generally, the retirement allowance is paid to the retiree In the form of an annuity for as long as he or she
. is alive. The retiree may choose to provide for a portion of his or her affowance to be pald to any

designated beneficiary after the retinee’s death. CalPERS provides for 2 variety of such benefit opbars,
which the retiree pays for by taking a reduction In his or her retirement allowance, rger the amount
to be provided to the beneficiary is, and the younger the beneficiary is, the greater the reduction to the
retiree’s allowance, :

For retiremert alowances with respect to service eamed by employment in this group, 25% of the

retirement allowance will automatically be comtinued o certain stalutory beneficiaries upon the death of the
" retires, withouta reduction in the retiree's alfowance. This additional benefit is often referred to as post

retiremerit survivor aliowance (PRSA) or simply as sunivor continuanoe.

In other words, 25% of the allowance, the coninumnce portion, Is paid to the retiree for as Iong as he or
she is alive, and that same amount ts continued to the retiree's spouse (or if no eligible spouse, to

unmarried children untit they attain age 18; or, I no eligible chitdren, to a qualtfying dependent parent) for
the rest of his or her ifetime. :

The rematning portion of the retirement allowance, which may be referred o as the option portion of the
benefit, is paid to the retiree a5 an annuity for a5 long as he or she ks ative. Qr, the retires: may choose to
provide for some of this option portion to be pald to any designated beneficiary after the retiree’s death,.
CalPERS offers a variety of such benefit aptions, which the retiree pays for by taking a reduction to the
option portion of his ar her retirement allowance.

Pre-Retinement Death Benefits

Basic Death Benefit S

. An employee’s beneficlary (or estate) may recelve the Basic Death benefit if the member dies while
actively employed. A CaiPERS member must be actively employed with the CalPERS employer
providing this beneftt to be eligible for this benefit. A member’s survivor who is eligihie for any
otfier pre-retirement death benefit described below may choose to receive that death bensfit
instead of this Basic Death benefit,

The Basic Death Benefit is a {ump sum in the amount of the member's acoumutsted contributions,
where Interest Is currently credited at 7.75% per year, plus a fump sum In the amount of one
month's salary for each completed year of curent service, up toa maximum of sb manths' salary,
For purpases of this benefit, one month's salary Is defined as the member's average monthly fuli-
time rate of compensation during the 12 manths preceding death,

1957 Survivar Benefit

Eligibilnly

An employee's efigitée survivorys) may recelve the 1957 Survivor benefit if the member dlas while
adlively employed, has attained at least age 50, and has at least & vears of credied service (total
sefvice across ail CalPERS employers and with certain cther Retirement Systems with which
CalPCRS has redprocity agreements). A CaiPERS member must be actively employed with the
CalPERS employer providing this benefit to be efigible for this benefit. An eligible survivor means
the surviving spouse to whom the member was married at least one year before death or, if there
Is o eligible spouse, to the member’s unmarried children under age 18, A member's survivor may
dionselhisheneminHeucfuleBasIcDeambeneﬁtormeSpedaIDeaﬂzbwﬁt. :

Benelit :

The 1957 Survivor benefit is a monthly allowance equal to one-half of the unmodified Service
. fletirement benefit that the member would have been entitied ta receive I the member had retired
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on the date of his or her death. If the benefit is payable to the spouse, the benefit is discontinued
upon the death of the spouse. If the benefit is payable to 3 depandent chiid, the benefit will be
discontinued upon death ar altainment of age 18, unless the child is disabled. Thereisa

gimrantes that the total amount pahd will st jeast equal the Basl: Death benefit.

Cost-of-Living Adjustments

Beginning the sacond calendar year afker the year of retiremen, retirement and survivor allawances will be
annually adjusted on a compound basis by 5%. However, the aimulative adjustment may not be greater
than the cumulative change in the Consumer Prce Index since the date of retirement.

Purchasing Pawer Protection Allowance (FPPA)

Retirement and survivor allowances are protected against inflation by PPPA. PPPA benefits are cost-of-iiving
adfustments that are intended to maintaln an individual's allowance at 80% of the initlal allowance at

retirement adjusted for inflation since retirement, The PPPA benefit will be coordinated with other cost-of-
living adjustments provided under the plan.

Employee Contributions

Each employee contributes toward his or her refirement based upon the following schedule. The employer'.
may choosa to "pick-up” these contributions for the em; .

“The percent contributed below the monthly-tgmpensation breskpolnt Is 0%.

The monthly compensation dreakpolnt Is $133.33.

The parcent contributed above the monthly compensation breakpoint is 7%.

Employer Pald Member Contributions (EPMC)

Through the coliective bargalning process, the employer, who has agreed to pay the employee contributions for
this group, will stop paying these contributions during the fina! compensation period and instead increase the

pay of the members by 796, This will result In a higher average manthiy pay for the purpose of computing the
member’s retirement allowance.

Refundof Employee Contributions..  «- .- - ... ..

I§ the member's service with the employer ends, and If the member does net satisfy the efigibility conditions
for any of the retirement benefits ebove, the member may elect to receive a vefund of his or her employee
oontributians, which are aredited annually with 6% interest.
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SUMMARY OF RENEFTTS; COVERAGE GROUP 70401

The follawing is & summary of the major plan pravisians used in calculating the fiabilides of the glan. Many of the
stabzments in this sunmary are general ity nature, and are intended o provide an easily understood summary of the

eomiplex Public Emplayees’ Retirement Law, The law itself governs in all situations.

RETIREMENT PROGRAM
Service Retirement

Etigiblijty

A CalPERS member becomes eligible for Service Retirement upon attalnment of age 50 with at least
5 years of credited service (total service across all CalPERS employers, and with certain other
Retirernent Systems with which CalPERS has reciprocity agreements)

Benelit
The Service Retirement benefit calculated for service earned by this group of employees is a monthty
altowance equal to the product of the beneit fady; years of service, and finsl compensation, wheare

e The benefit factor for this graup of employees comes from the 2% at 60 benefit factor table. The

factur depends on the member's age at retirement. Listad below are the factors for retirement at
wiwile year zges:

Retirement 2% at 60
_ Factar
.,-Iﬁ

1,092%
1.156%
1.229% °
1.256%
1.376%
1.460%
1.552%
1.650%
1.758%
1.874%
2.000%
2.134%
2.272%
2.418%

BEgBRURANKANNE E

i
=
5

s The years of service Is the amount oedited by CalPERS to a mamber while he or she is employed
in this group {or for other periods that are recognized under the employer’s contract with
C2IPERS). Fora member who has eamed service with muttiple CalPERS employers, the benefit
from each employer Is caiculated separately according to each employer's contract, and then added
together for the total allowance. Any unused sick leave accumulated at the time of retirement wil
be converted to aredited service at the rate of 0.004 years of servics for each day of sick lesve,

«  The ffnal compensation is the monthly average of the member's highest 36 conseautive months’
futidime equivelent monthly pay (no matter which CalPERS employer pald this compensation). The
emplayees in this group are covered by Social Securlty. The benefit Is referred to as belng
"modified” becausa the final compensation is offset by $133.33 (or by one third if the fina)
compensation is less than 540},

e The Service Refirement benefit is not capped.
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Vested Deferred Retiremant

A CalPERS member becomes efigibie for a deferred vested retirement benefit when he or she leaves
employment, keeps his or her contribution account balance on deposit with CalPERS, and has eamed at
least 5 years of credited service {total service 2cross all CalPERS employers, and with certain other
Retirement Systems with which CalPERS has rédiprocity agreemenits), T

e L) i3 H R .
The CalPERS member becomes efigible to receive the deferred retirement benefit upon satisfying the
eligivility requirements for Deferred Status and upon attainment of age 50.

The vested deferred retirement benefit is the same as the Service Retirement henefit, where the benefit
fachor Is based on the member’s age at alwance commencement. For memnbers who have eamed servige
with muitiple CalPERS employers, the benefit fram each employer ks caloulated separately according ko each
employer’s contract, and then added tougether for the tota! allowance. _

Non-Industrial (Non-Job Related) Disability Retirement

Elfaibflity :

A CalPERS member is eliglble for Non-Industriat Disability Retirement if he or she bacomes dissfed and has
gt least 5 years of credited service (ol service aoross afl CalPERS employers, and with certain other
Retirement Systems with which CalPERS has reciprodity agreements). There is ro specia) age requirement.
Disabled means the member is unable to perform Ris or her job because of an illness or infury which Is
expected to ba parmanent or to last indefinttely. The iiness or injury does nct have to be fob related. A

CalPERS member must be actively warking with any CalPERS emplayer at the time of disability I order to
be eligible for this benefit _ ) ’ '

The Non-Industrial Disabllity Retirement benefit Is a manthly aliowance equal to 1.8% of firal

compensation, multiplied by servios, which is determined as follows:

= serviceis CalPERS credited service, for members with iess than 10 years of servics or greater than
18,518 years of servite; pr

= servicels CalPERS credited service plus the additional number of years that the member would have
worked until age &0, for members with st least 10 years but not more than 18.518 years of service,
The maximum benefit in this case is 33 1/3% of Final Compensation.

Members who are eligible for a larger service retirement benefit may chouse to receive that benefit In lieu of
a disabifity benefit. Members eligible to retina, and who have aftained the normal retiretnent age

determiried by thelr service retirment benefit formitla, will receive the same dollar amount for disability
retirement as that payable for service retirement. For members who have eamed servics with muttipte
CalPERS employers, the benefit attributed to each employer is the total disabliity allewsnoe multiptiad by the
ratin of service with a particular employer to the total CalPERS servica.

Post-Retirement Death Benefit

Lump Sum Payment .
Upon the desth of a retiree, a one-tisme lump sum payment of $500 witl be made to the retiree’s designated
survivor(s), or o the reliree’s ectate.

Pre-Retirement Death Benefits N

B-10
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Baslc Death Benefit
fe]

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

The Basic Death Geneftt is & lump sum in the amount of the member’s accumutated contributions,
whese interest is currently credited at 7,75% per year, plus & lump sum in the amount of one
manth’s salary for each completed year of current service, up to 8 maximum of six months' salary.
For purposes of this benefil, one month's salary is defined as the member's average monthdy full-
time rate of compensation during the 12 months preceding death.

1957 Survivor Benefit

Elfolbility

An employee’s afigibfa survivor(s) may recelve the 1957 Survivor benefit if the member dies while
actively employed, has atained st least age 50, and has at least 5 years of credited semvice (inta!
service across all CalPERS employers and with certaln other Retirement Systems with which
CalPERS has redprocity agreements). A CaiPERS member must be actively employed with the
CaIPERS employer providing this benefit to be eligible for this beneftt. An eligible survivor mezns
the surviving spouse to whom the memnber was marred at least one year before death ar, if there
is o efigible spouse, to the member's unmanied children under age 18. A member's survivor may
choose this benefit in feu of the Basic Death benefit or the Spedial Desth benefit,

Benelit '

The 1957 Sunivor benefit is 8 menthly allowance equal to ane-half of the unmodified Servies
Retirement benefif that the member would have been entiled to receive if the member had retined
on the date of his or her death. If the benefit is payable to the spouse, the benefit is discontinued
upon the death of the spouse. If the benefit is payable to a dependent child, the benefit will be
discontinued upon death or atizinment of age 18, unless the child is disabled, Thereisa
guarantee that the toial amount pald will at least equal the Basic Death benefit,

Cost-of-Living Adjustments

Beginning the second calendar year after the year of rtirement, retiremant and survivor allowances will be
annually adjusted on a compound Hasis by 2%. However, the cumulative adjustment may not be greater
than the caumuiative change in the Consumer Price Index since the date of retirement.

Purchasing Power Protection Allowance (PPPA)

fetirement and surviver aliowances are protected agaiast infiation by PPPA. PPPA benefts are cost-of-iving
adjustments that are intended to maintzin an individual's allowatice at 80% of the Initial allowance at

retirement adjusted for infiation since retfrement. The PPPA benefit wilt be coordinated with cther cost-o-
Invng adjustments provided under tha plan.

Employee Contributions

Each employee contributes toward his or her refirement based upon the following schedule. The empioyer
may choose to “pick-up* these contributions for the employees,

B-11
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The percent contributed below the monthly compensation breakpalnt is 0%. -
The monthly compensstion breakpaint is $133,33,

The percent contributed gbove the monthly compensatinn hreakpoint ks 796

Refund of Employee Contributions

If the member’s service with the employer ends, and if the member does not satisfy the eligibility conditions

for any of the retirement benefits above, the member may elact to receivee 8 nefund of his or her employes
contributions, which sre credited annually with 6% interest.
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SUMMARY OF BENEFITS: COVERAGE GROUP 70402

The foltowing ks a suromary of the major plan provisions used in calculating the liabilties of the plan. Many of the

statements in this summaty are generml in nature, and are intended o provide an easily understood stmmary of the
compex Public Employees’ Retirement Law. The law itsell governs in all situstions.
RETIREMENT PROGRAM
Service Retirement
Eligibility
A CalPERS member becomes aligihia for Servica Retirement upon attainment of age 50 with at feast

5 years of aredite] servite (total sarvice acoss all CalPERS employers, and with certaln other o
Retirement Systems with which CaiPERS has reciprocity agreements)

Benetit :
The Service Retirement benefit calculated for service earned by this group of emplayees Is a monthly
allowance equat to the product of the benefit foctoy, years of service, and final compensation, where

s The benefit factorfor this group of employees comes from the 2% at 60 benefit factor table. The
factor depends on the member’s age at retirement. Listed below are the factars for retirement at

whole year ages:
Relirement 2% at 60
Age Factor
50 109:% °
51 1.156%
52 1.724%
53 1.296%
o4 1.376%
55 1.460%
56 1.552%
57 1.650%
5B 1.758%
50 1.879%
B 2.000%
51 2.119%
62 2.272%

63 & Up 2.418%

= The pears of service is the amount credited by CalPERS to a member while he or she Is employed
in this group (or for other pariods that are recognlzed under the employar's contract with
CalPERS), For a member who has eamed service with muttiple CalPERS employers, the benefit
from each employer is calculated separately according to each employer’s contract, and ther added
together for the tota! allowance. Any unused sick lezave accumulated at the Hme of retirement will
be converted to credited service at the rate of 0.004 years of service for each day of sick ieave.

+ The final compensationis the monthily average of the member's highast 36 consecutive manths'
fuli-ime equivalent monthly pay (ne matter which CalPERS employer paid this compensation). The

emplayees in this group zre not covered by Sodal Security. The final compensation Is not offset by
& dollar amount.

+  The Service Retirermant benefit is not capped.
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Vested Deferred Retirement

# CalPERS member becomes elighie for a deferred vested retirement benefit when he or she leaves
employment, keeps his or her contribution account balance on deposit with CRIPERS, and has eamed at
teast 5 years of credited service (tata! service aooss &l CalPERS emplayers, and with certaln other
Retirement Systems with which CalPERS has redprodty agreements),

CalPE member bacomes i!e recelve the deferred retirement benefit upon satisfying the
eligibility requirements for Defenred Status and upon attainment of age S0.

The vested deferred retirement benefit Is the same as the Service Retirement benefit, where the benefit
factor Is based on the member's age at aliowande commencement. For members wha have eamed service
with muitiple CalPERS employers, the benefit from each employer is caiculated separately according to each
emgloyer's contract, and then added together for the tofa) allowanoe,

Non-Industrial (Non-Job Related) Disabliity Retirement

EXgibdiiity ) :

A CalPERS member Is eligible for Non-Industria! Disabiiity Retirement If he or she becomes ofsspiked’and has
at least 5 years of credited servica (intal servioe across al! CalPERS employers, and with certain other
Retirement Systems with which CalPERS has reciprocity agreements). There is no spedial age requirement.,
Disabled means the member is unable to perform Kis or her job because of an ilness or injury which is
expectad to be permanent or to last indefinftely. The iliness or Injury does not have to be job refated, A

CalPERS member must be actively worldng with any CaIPERS employer at the time of disabiiity in order to
be eligible for this benefit,

The Non-Industrial Disabifity Retirement benefit is a monthly allowance equal ta 1.8% of final

compensation, miultiplied by senvice, which s determined as foflows:

s senviaeis QAIPERS credited service, for members with less than 10 years of service or greater than
18.518 years of service: or

s senviceis CaIPERS credited service plus the additfonal number of years that the member would have
worked unlil age 60, for members with at feast 10 years but not more than 18.518. years of service,
The maximum benefit In this ase Is 33 1/3% of Final Compensation, . -

Members who are eligitie for a larger service retirement benefit may choose to recaive that benefit In lieu of
& disabitity benefit, Members eligible o retire, and who have attained the normal retirement age

determined by thelr service retirement benefit formula, wiil receive the same dollar amount for disabifity
retirement as that payabie for service retirement.. For members who have earmed service with multiple
CalPERS employers, the benefit attributed to each employer Is the tota! disability afowanoe muttiplied by the
rstio of service with a particutar employer to the total CalPERS service. :

Post-Retirement Deatly Benefit -

Lionp Sitm Cayment
Upon the death of & refiree, a one-time lump sum payment of $500 wii be made bo the retiree’s designated
survivar{s), of i the retiree’s estate.

Pre-Retirement Death Beneﬁh g
Basic Death Benefit
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An employee’s beneficiary (or estate) may receive the Basic Death benefit if the member dies while

activelyemployed. A CalPERS TERTBEr TS be activaly el oyEs Wit tie CaIPERS employar
providing this benefit to be ellgible for this benefit. A member's survivor wha Is efigible for any
other pre-retirement death benefit describad below may choose to recatve that death benefit
Instead of this Bask: Death benefit.

Benelit : :

“The Basic Death Benefit is a lump sum In the amount of the member’s accumutated contributions,
where Interest is currently credited at 7.75% per yesr, plus a Jump sum in the amount of one
month's salary for each completed year of current service, up to @ maximum of six manths' satary,
For purposes of this benefit, one month's salary Is defined as the member's average monthly full-
time rate of compensation during tha 12 manths preceding death,

1952 Survivor Benefit

Eligibiiy .

An employee's efgiiNe survivor(s) may receive the 1957 Survivas benefit if the member dies while
aclively employed, has atimined at least age S0, and has at least S years of redited service (total
Servica across 2l CaIPERS employers and with certaln other Retiramant Systems with which
CalPERS has reciprodity agreements). A C3!PERS member must be actively employed with the
CaIPERS emplayer providing this benefit to be efigible for this benefit. An ellgible survivor means
the surviving spouse to whom the member was married ak least one year befare death or, if there
Is no eligible spouse, to the member's unmarried children under age 1B, A member’s survivor may
choose this benefit In lieu of the Basic Deram benefit or the Spedal Daath benefit.

Bencfi

. The 1957 Survivar benefit is a monthly allowance equal to one-half of the unmodified Service
Retirement benefit that the member would have been entitled to receive If the member had retired
on the date of his or her death. If the benefit is payable to the spouse, the benefit is discontinuad
upon the death of the spouse. If the benefit s payeble to a dependent child, the benefit wiil be
discontinued upan death or atiainment of age 18, uniess the child is disabled. Theralsa
guerantee that the total amount paid will at lesst equal the Basie Death benefit.

Cast-of-Living Adjusbnents

Beglnning the second catendar year after the year of retiremnent, retirement and survivor alfowances will be
anmeliy acjusted on a compound basls by 2%. However, the cumulative adjustment may not be greater
than the atmulative change in the Consumer Price Index sinpe the date of retirement.

Purchasing Pawer Protection Allowance (PPPA)

Retirement and surviver allowances are protected against infiation by PPPA. PPPA benefits are cost-of-living
adjustments that are intended to malntaln an individual's allowance at 80% of the inftial allowance at
retirement adjusted for inflation since retirement. The PPPA benefit will be coardinated with other cost-of-
Bving adjustments provided under the plan,

Employee Contributions

Each employee contributes toward his or her rétgrement based upon the foflowing schedule. The employer
' may choose o "pick-up” these oontributions for the employees,
. The percent contribited below the monthly compensation breakpaint is 0%.
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The monthly compensation breakpolnt Is $0. :
The percent contributed 2bave the monthly mnmema_tinn breakpaint is 7%.

Refund of Employse Contributions

If the rnerﬁber's service with the emplayer ends, and if the member does et satisfy the eligibliity conditions
for any of the retirement benefits above, the member.may elect to receive a refund of his or her emplayee
gantributions, which an: credited annually with 6% interest.

1958 Surviver Benefit Fourth Level

This benefit Is not Includad in the results pre&ented earller in this valuation. For more information on this
benafit go to the CalPERS website at www.calpers.cagov.
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No. 27

Under GASD 27, an employer reports an annual pension aast (APC) equat to the annwal required contribution
(ARC) plus an adjustment for the cumulative difference between the APC and the employer’s actuat plan
contributions for the year, The cumulative difference is called the net pension obligation (NPQ). The ARC for
the perod July 1, 2007 to June 30, 2008 has been determined by an actuaral valuation of the pian as of June
30, 2005. The aontribution rate for the indiceted period Is 16.605% of payroll. In order to calaulate the doliar
value of the ARC for Indusion in finandat statements prepared as of June 30, 2008, this cantriaution rate, as
modified by any amendments for the year, would be multiplied by the payroll of overed employees that was
actuslty patd during the period July 1, 2007 to June 30, 2008. The employer and the employer's auditor are
responsibie for determining the NPO and the APC.

Note; If an agency elects the Annuat Lump Sum Prepayment Option, the ARC for the period July 1, 2007
through June 30, 2008 is $9,035,551 plus the contribution, If any, for the 1959 Survivar Program.

A summary of principal assumptions and methods used i determine the ARC is shown belowr,

Valuation Date June 30, 2005

Actuarial Cost Method Entry Age Actizanial Cost Methed
Amortization Method Level Percent of Payroll
Average Remaining Perlod 27 Years as of the Valuation Date
Asset Valuation Method 15 Year Smoothed Matket
Actuartal Assumptions
Investment Rate of Retum  7.75% {net of administrative expenses)
Projected Salary Increases  3.25% to 14.45% depending on Age, Servics, and type of employment
Inflation 3.00%
Payroli Growth 3.25%
Individual Salary Growth A merit scale varying by duration of employment coupled with an

assumed annual inflation grawih of 3.00% and an annual production
growth of 0.25%,.

Inftial unfimded Hablilties are amortized over a dosed period that depends on the plan's date of entry Into
_ CalPERS. Subsequent plan amendments are amortized as a level percentage of pay over a closad Z0-year
period. Gains and losses that occur in the operation of the plan are amortized over a 30 yesr rolling period,
which results In an amortization of about 6% of unamortized gains and tosses each year, IF the plan’s acorued
liabitty exceeds the achrarial value of plan assets, then the amortization payment on the totat unfunded fiablkty
may not be lower than the payment calculated over a 30 year amortization period. More complete infermation

on assumptions and methods is pravided in Appendix A of this report.  Appendix B cantains a description of
benefits induded in the vatustion,

“The Schedute of Funding Progress behow shows the recent history of the actuarial vatue of assets, actuarial
arcrued liability, their relatioaship, and the refationship of the unfunded actuariat aocrued Habifity to payroll.

Valuation Accrued Actuarial Valus Unfunded Funded Annual ULAsa
Date Liability of Assats Liabllity {UIL) Status Covered % of
Fayrall Payroll
{8} (b) {a)-(b) (b}/(a) {c) {{a)-tb}){{c)
06/30/03 | $ 344933214 | 4 305878521 {4 39,454,243 88.7% | $ 54,241,063 72.0%
06/30/04 366,460,118 321,947,380 ; 44,512,738 87.9% 50,602,143 88.0%
06/30/05 393 457,559 345,177,179 48,280,430 87.7% 51,317,103 94.1%
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. Glossary of Actuarial Terms

Accrued Liabliity

The tota! dollars needed as of the valuation date to fund all benefits aarped In the past for curest
members,

Actuarial Assumptions

Assumptions made about certain events that will affect pension costs, Assumptions generafly can be broken
down into twa categories: demographic and economibe, Demographic assumptions incdude such things as

mortality, disability and retirement rates. Economic assumptions Indude Investment raturn, salary growth
and infiation,

Actuarial Methods

Procedures employed by adtuaries to achieve certain goals of a pension plan. These may incluce things

such as funding method, setting the length of time to fund the past servie: liability and determining the
2ctuarial value of assets,

Actuarial Valuation

The determination, as of a valuation date, of the normal cost, actuarial acmued Hablity, actuarial value of
assets and related actuarial present values for 8 pension plan. These valuations are performed annually or
when an employer is contemplating a change to thalr plan provisions.

Actuarial Value of Assets

The achearial value of assets used for funding purposes is obtained through an asset smocthing technigque
where investment gains and losses are partially recognized in the year they are incurred, with the remalnder
recognized in subsequent years. B CH

. This method heips to dampen large fluctuatians. In the employer contribution rate,

Amortization Bases
Separate payment schedules for different portions of the unfunded kabillty. The totat unfunded Babitity {or
side fund) can be segregated by “cause®, creating “bases” and each Such base wili be separately amortized
and paid For over a spedific period of ime. This can be likened to a2 home mortgage that has 24 years of
remaining payments nd a sacond on that mortgage that has 10 years left. £ach base or each mortgage
note has its own terms (payment period, principal, ete.)

Generally in an actuarial valualion, the separate bases consist of changes in fiabllity {principal} due o
amendments, actuarial essumption changes, actuarial methodology changes, and gains and losses.
Payment periods are determined by Board policy and vary based on the Gusa of the change.

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

Annug! Required Contributians (ARC) - _
The emplayer's perfodic required annual contributions 0 3 defined benefit pansion pien, calculated in
accordance with the plan assumptions. The ARC Is determined by multiplying the emplayer contribution
rate by the payroll reported to CalPERS for the applicatie fiscal year. However, if this contribition is fully
prepaltf In 3 lump sum, then the dollar value of the ARC is equal to the Lump Sum Prepayment.

Entry Age

The earllest age at which 2 plan member begins to acrrue benefits under & defined benefit pensian plan or
risk pool, In most cases, this is age of the mamber on their date of hire.

Entry Age Normal Cost Method '
An actvarial cost method designed to fund a member's total plan benefit over the course of his or her
. Career. This method is designed to yield 3 rate expressed as a level percentage of payroll,

D-1
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(¥he assumed ret:rement age less the entry age Is the amnunt of time requlred to fund 2 member's totatl
benefit. Generally, the older a member on the dste of hire, the greater the entry age normal cost. This is
maialy bacause there is less time to earn investment income to fund the future benefits.)

jo ) _,

-Excess Assets
When a plan's actuarial value of assets is greater than its accnted Habillty, the difference Is the plan's excess
assets, A plan with excess assets |s said to be overfunded. The result of having massatsisthatme
pian may temporariy reduce fuh.:na enntributions.

l‘resl‘l Start

When muliple amortization bases are coltapsed [nto one base and amortized over a new finding peﬂnd. At
CalPERS, a fresh start Is used to avold Inconskstendes that would otherwise ocair,

Funded Status

A measure of how well funded a plan is. Or equivaiently, how "on track® 2 plan is with respect to assets vs,

-~ acciued fabilities. We calculate a funded ratio by dividing the actuarial value of assets by the acnved
{iablities. A ratio greater than 100% means the plan or risk poot has more-assets than tiabilities and a ratio
tess than 100% means liabiliies are greater than assets.

Lump Sum Contribution
A payment made by the employar to redifce or eliminate the unfundad tiabliity.

Narma! Cost

The snrual cost of service accrual for the upcoming fiscal year for active emplnvees. The normat st
should be viewed as the long term contribution rate.

Pension Actuary
A person who is respansible fcrmemlculaﬁonsneoeswympmpeﬂy fund a penslon plan.

Prepayment Contribution
A payment made by the emplwer o reduce ur eliminate the year's requ!md employer contrihuﬁan

Present Value of Benefits

The totat dollars needed as of the valuation date to fund ail benefits eamed in the past or expected to be
eamed In the fulure for corent members, ¥

Roliing Amortization Period
An gmortization pemd that remains the sameeadwear, nrdo&snotded‘ne.

suwr[unm Ca e . e e e PRI

A condition existing when the actuarial value of assets exceeds the pmsent value of benefits. When this

condition exdsts on a given valuation date for a glven plan, employee contributions for the rate year covered
by that valuetiaon may be waived,

Unfunded Liablilty

A plan with an actuarial value of assets beluw lhe accrued fiahitity is sald to have an unfunded liability and
must temporarily ingease contributions to get back an schedule. -

D-2
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CITY OF STOCKTON,

ALL PERSONS INTERESTED IN THE
MATTER OF THE ISSUANCE AND SALE OF

hmmm CBLIGNTTONS OWED BY. THE

Case 12-32118 Filed 03/31/14 Doc 1319

Charles F. Adams (State Bar #69952)

Courtney L. Johes (State Bar #178686) ‘
Jones Hall, A Professional Law Corporatlon ﬁ___:iziﬁlﬁ:ld
18th Floor ROS JUNQUEIRD, CLERK

1650 California Street,

San Francisco, California 94108

Telephone: (415) 391-5780 . By _FRANCINE SMITH

|

ta———

REY

Facsimile: (415) 3915784 DEP
cadams@joneshall.com ury
cjones@ioneshall.com

Richard E. Nosky, Jr., Esq. (State Bar #130726)

City Attorney
City of Stockton

425 North El Dorado Street, 2™ Floor
Stockton, California 95202
Telephone: (209) 937-8333
Facgimile: (209) 937-88938
ren,noskyéci.stockton.ca.us

Attorneys for City of Stockton,
Plaintiff
IN THE SUPERIOR  COURT OF THE-STATE OF CALIFORNIA
IN AND FOR THE COUNTY OF SAN JOAQUIN

UNLIMITED CIVIL JURESDICTION

Plaintiff, No. Cv030753

vs.

CITY OF STOCKTON TO THR CHLIFORNIA
PUBLIC EMPLOYEES® RETIREMENT
SYSTEM UNDER THE PUBLIC EMPLOYEES'
RETIREMENT LAW, AND ALL -
PROCEEDINGS LEADING THERETO,
INCLUDING THE ADOPTION OF A
RESOLUTION AUTHORIZING THE
ISSUANCE AND SALE OF SUCH BONDS,

{Fee Exemption:
“Govt. Code § 6103]

\ .

Defendants.

——

CTY239883
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The motion of Plaintiff,.City of Stockton, for a default
judgment having come before the Court, and the Court having
reviewed the Memorandum of Points and Authorities In Support of
Plaintiff‘s Application For Default Judgment, the beelaratiqns
in suppbrt thereof and the papers on file in this action, and
good cause appearing therefor; '

IT IS HEREBY ORDERED, ADJUDG‘ED AND DECREED as follows:

(1) this action ig properly brought pursuant to §860 et
seqg. of the Code of Civil Procedure, and §53510 e& seg. and
§53589.5 of the Government Code; -

(2) all proceedings by and for Plaintiff in connection with
the Resolution,.the Bonds and the refunding of the City's
obligation, evidenced by the PERS'Contract, to pay the Unfunded
Liability, and any related contracts or agreements approved by
the Resolution or contemplated by the City Council of the City
in connectioh with the issuance of the Bonds and the refunding
of the City's obligation, evidenced by the PERS Contract, to pay
the Unfunded Liability, were and are valid, legal and binding

obligations in accordance with their terms, and were and are in

|| conformity with the applitsble provisions of all laws in force

or controlling upon such proceedings, whether imposed by law,
constitution, statute or ordinance, and whether state or

municipal,-including but not limited to the pro&isions of

lAarticle XV, Section. 18, of the Calif,orni‘a Constit_ution';

(3}-all conditions, things and dcts required by law to
exist, happennor be performed precedent to the adoption of the

Resolution, and the texrms and conditions thereof, and including

2
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Liability, as evidenced by the PERS contract;

:related thereto, ‘are exeipt from and ‘not subject to the debt

:agreements related thereto) are]obligations imposed by law;
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the authorization for the issuance of the Bonds and the
execution and delivery of all related contracts or agreements
approved by the Resolution or contemplated bf the City Council
of the City in connection with the issuance of the Bonds, have
existed, happened and been performed'in the time, form and
manner reguired by law;

(4) the City has the authority under California law to
issue the Bonds and to execute and deliver the Indenture and

all contracts and agreements related thereto;

(5) the City has the authority under California law to
provide for the refuﬁding of its obligations, by issuing the——7]
Bonds and applying the proceeds of the Bonds to the retirement

of its obligations to the Retirement System for the Unfunded

{6) the City will be obligated to satisfy its obligations
under the Bonds from any generally available funds in the City
treasury, and the City Council of the City will be obligated to
make all annual appropriations .of such funds as may be required

to satisfy its annual obligations under the Bonds;

(7) the. PE&S c«mtnaet am izhe va:‘r‘s, and all agmmeﬂﬁs

limitations set forth in Article XVI Section 18, of the

California Constltutlon,

(8) the PERS . Contract and the Bonds (and all contracts and

(9}_the~BondB and any and all contracts and agreements

executed and delivered in“connectionjtherewith are valid and

CTY239885
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binding obligations under the Constitution and laws of the State

of California;

(10) the City's incurrence of any and all indebtedness

and/or liability in connection with the Bonds {and all contraets

[and agreements related thereto) is exempt from and not subject

to the debt Limitations set forth in Article XVI, Section 18, of
the California Constitution; and

{11) The institution by any person of any action or
pfoceeding raising any igsue as to which this judgment is
binding aﬁd conclugive (which iﬁcludés all matters herein
adjudicated or which at the time of this judgment could have

been adjudicated), against the Plaintiff and against all other

‘persons is hereby permanently enjoined.

Judgment is hereby entered in favor of the Plaintiff, City

of Stockton.

Dated: 1-—?) -3}

LESLEY D. HOLLAND

Judge of the Superior Court

—4-
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IN THE UNITED STATES BANKRUPTCY COURT
DISTRICT OF SOUTH CAROLINA

In re:
Case No. 10-04467-dd
Chapter 9

Connector 2000 Association, Inc.,

Debtor.

MEMORANDUM IN SUPPORT OF CONFIRMATION OF THE FIRST AMENDED
PLAN FOR ADJUSTMENT OF DEBTS

Connector 2000 Association, Inc. (the “Debtor”) submits this memorandum (the
“Memorandum”) for an order confirming Debtor’s First Amended Plan for Adjustment of Debts,
as modified and amended (the “Plan”) pursuant to the United States Bankruptcy Code (the
“Bankruptcy Code”),! and specifically including section 943 of the Bankruptcy Code, the
Federal Rules of Bankruptcy Procedure, and the District of South Carolina Local Bankruptcy
Rules. While Debtor submits this Memorandum prior to the March 16, 2011 deadline for parties
to file objections to confirmation of the Plan, Debtor reserves the right to amend, modify and/or
supplement this Memorandum at any time and in any respect, including, without limitation, for
the purpose of (i) responding to any objections filed;* and (ii) providing further evidence and
arguments in support of confirmation of the Plan.

Debtor respectfully represents as follows:

BACKGROUND
1. On June 24, 2010 (the “Petition Date”), Debtor filed its voluntary petition for

relief under Chapter 9 of the Bankruptcy Code in the United States Bankruptcy Court for the

" Further references to the Bankruptcy Code (11 U.S.C. §§ 101 et seq.) may be by section number only.

* Debtor is in receipt of a letter dated March 2, 2011 addressed directly to the Honorable David R. Duncan from a
bondholder objecting to the Plan. Debtor will respond by separate pleading to this correspondence.
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With respect to section 942, on March 16, 2011, Debtor filed a modification to the Plan
(“Modification”) to make certain conforming and typographical changes to the Plan as
specifically outlined in the Modification [Docket Nos. 128, 129].° The Plan, as modified by the
Modification, meets the requirements of chapter 9; and thus section 942 is satisfied.

3. Debtor has Disclosed Payments for Services and Expenses to be Paid
pursuant to § 943(b)(3).

Section 943(b)(3) requires that all amounts to be paid by the Debtor or other persons for
services or expenses in the case or incident to the plan have been fully disclosed and are
reasonable. As set forth in section (5) hereinbelow and in the Disclosure Statement, Debtor has
been paying its administrative expenses in the case on a current basis and any open amounts are
expected to be paid within 10 days of the Effective Date of the Plan. Debtor and Trustee have
been currently paying amounts due to their service providers and professionals during the
pendency of the case from funds in the Revenue Fund (and/or the Debt Service Reserve Fund in
the case of certain Trustee amounts). Because the foregoing amounts have been kept current, the
only open amounts expected to be paid as of confirmation will be amounts due because of
administrative lag time (which amounts are to be determined) and amounts to be paid incident to
the issuance of the Amended and Restated Bonds and the related actions incident to effectuating
the Plan (set forth on Exhibit D). Assuming the Plan is confirmed, the additional amounts shown
on Exhibit D will be paid or reimbursed incident to the Plan in connection with confirmation and
the transactions contemplated by the Plan, including exchange of the Bonds for the Amended

and Restated Bonds. Debtor believes that the foregoing amounts are reasonable and necessary to

¥ Subsequent to the filing of the Modification, counsel for Lehman Brothers requested conforming change be made
to the relevant provisions of the Plan incorporating the settlement. Upon entry of the Order Approving Settlement,
Debtor will file a modification to the Plan to incorporate the settlement.

15



Case 10-04467-dd DoeskE3P2-FileB03ARAdD3/EhtetedD8£18RIP 17:12:15 Desc Main
Document Page 16 of 26

effectuate the Plan and reorganization in this complex case, and that Section 943(b)(3) is
satisfied.

4. Debtor is Authorized to Take Actions Proposed in the Plan as Required by §
943(b)(4).

Section 943(b)(4) prevents the court from confirming any plan that requires the debtor to
take any action prohibited by law. On January 19, 2011, the Board of Directors of Debtor adopted
a resolution authorizing Debtor to do the acts authorized and directed to effect the consummation
of the adjustment of Debtor’s debts as provided in the Plan, including issuing and delivering the
Amended and Restated Bonds, executing the New License Agreement, and executing the
Amended Trust Indenture. A copy of this Resolution is attached hereto as Exhibit E.
Additionally, Debtor requested that the Commission approve the issuance and delivery of the
Amended and Restated Bonds to allow the interest on the Amended and Restated Bonds to be
excluded from gross income for federal income tax purposes, which the Commission approved
by Resolution dated February 17, 2011. See Exhibit C. Debtor is not prohibited by law from
taking any action necessary to carry out the Plan. The Plan is necessary for Debtor to adjust its
debts, has the requisite approvals, and does not provide for Debtor to take any actions prohibited
by law.

5. All Administrative Claims have been Paid as Required by § 943(b)(5).

As another confirmation requirement, section 943(b)(5) provides that the Court must
determine that the Plan provides for the payment in full of all claims entitled to administrative
expense priority. Throughout the course of the Chapter 9 Case, Debtor has endeavored to satisfy

administrative expenses as they became due. Accordingly, Debtor believes that all Claims that

’ Debtor anticipates an amended Resolution to be approved to correct the maturity values of the Amended and
Restated Bonds as listed in the Whereas clause of the Resolution.

16
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otherwise would constitute Allowed Administrative Claims previously have been or will be
satisfied in the ordinary course of business prior to or within ten (10) days of the Effective Date
of the Plan, by Debtor unless such Claim or Claims are not yet an Allowed Claim(s) by order of
the Court where required. Debtor expects to pay certain administrative expenses and/or
professional fees and costs of Debtor or Trustee due under the Original Trust Indenture from
funds held by the Trustee in the Revenue Fund, the Debt Service Fund and the Debt Service
Reserve Fund securing the Original Bonds. The balance of available funds remaining in such
Funds after payment of these expenses and any escrows related to unresolved claims as
determined by the Senior Bonds Trustee will be transferred to the Debt Service Reserve Fund
securing the Amended and Restated Bonds, as further set forth in the Amended Trust Indenture.

6. SCDOT Has Expressly Approved the Plan Settlement and New License
Agreement Satisfying § 943(b)(6).

Section 943(b)(6) requires regulatory approval for any action to be taken under the plan
that would require such approval in the absence of the chapter 9 case. As described above, on
December 1, 2010, the Commission entered a resolution approving the terms of a settlement
agreement on various issues. Thereafter, on December 2, 2010, the Commission amended their
December 1, 2010 action, to provide authorization to the Secretary of Transportation to take the
actions necessary to implement the settlement agreement reached, which terms are embodied in
the Plan. See Exhibit B. Additionally, on February 17, 2011, the Commission entered a
resolution approving the issuance and delivery of Amended and Restated Bonds and approving
the execution and delivery of the New License Agreement by the SCDOT to Debtor subject to

the Plan being confirmed by a final order. See Exhibit C.

17
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EXHIBIT D

(Amounts to be Paid Incident to Effectuating Plan)
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PAYEE' AMOUNT
TO BE PAID?

Ballard Spahr, LLP (counsel to $28,500.00°
Senior Bonds Trustee)

Causey Demgen & Moore Inc. $10,500.00"
(Debtor’s Verification Agent)

Confirmation Hearing Witness $37,500.00°
Fees/Expense (Debtor’s witnesses)

Epiq Bankruptcy Solutions, LLC $52,800.00°
(Debtor’s Solicitation Agent)

Haynsworth Sinkler Boyd, LLP- $240,000.00"
Bond Counsel Closing Fees
(Debtor’s counsel)

Haynsworth Sinkler Boyd, LLP- $85,000.00°
Chapter 9 Advice and Counsel
(Debtor’'s counsel)

HSBC Bank, USA (Subordinate $10,000.00°
Bonds Trustee)

Holland & Knight LLP (counsel to $117,141.00™
Senior Bonds Trustee)

! Payees are comprised of the Debtor’s advisors and the Trustee and Subordinate Bond Trustee and their advisors.

* Some of the amounts listed herein contain estimates payees will be owed based on fees and expenses for ongoing
services which have not yet been billed, incurred or determined as of the date hereof. Hourly professional fees as
estimated will vary depending upon the time and services actually required.

3 Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $12,000 for
March 2011 and $6,000 for April 2011.

* Reflects estimation of fees and expenses to be incurred from March 1, 2011 through closing of the Amended and
Restated Bonds.

” Reflects fees and expenses for services rendered and estimates fees and costs to be incurred from March 1. 2011
through confirmation hearing on March 235, 2011.

® Reflects fees and expenses for services rendered and estimates fees and costs to be incurred from March 1, 2011
through confirmation hearing on March 25, 2011.

7 Fixed Fee reflecting unbilled work incurred to date in preparation for bond closing, plus bond counsel opinion
letters, tax opinion letters, and customary and ordinary fees associated with issuance of the tax free bonds.

¥ Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $45,000.00 for
March 2011 and $25,000 for April 2011,

? Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $5.000 for
March 2011 and $3,000 for April 2011.

'" Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $60.000 for
March 2011 and $40.000 for April 2011,
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Kramer Levin Naftalis & Frankel, $80,948.72"
LLP (counsel to Senior Bonds

Trustee)

Macquarie Capital (USA), Inc. $428,333.00™
(Financial Advisor to Senior Bonds

Trustee)

McNair Law Firm, P.A. (counsel to $173,516.68"
Senior Bonds Trustee)

Nixon Peabody, LLP (counsel $87,853.40™
Subordinate Bonds Trustee)

Southern Municipal Advisors $15,000.00"
(Debtor’s financial advisor)

U.S. Bank, N.A. (Senior Bonds $224,610.00™
Trustee)

Wyche, Burgess, Freeman & $19,000.00"

Parham, P.A. (counsel to Board of
Directors of Debtor)

Total $1,610,702.80

'! Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $40,000 for
March 2011 and $20.000 for April 2011.

'* Reflects balance due to Macquarie for Restructuring Success Fee after credit for total monthly fees paid through
March 2011 per Macquarie’s engagement letter with Trustee counsel. If any subsequent monthly fee is paid to
Macquarie. the balance payable to Macquarie would be further reduced by such amount.

1* Reflects fees and expenses for February 2011 services rendered and estimates fees in the amount of $115,000 for
March 2011 and $40.000 for April 2011.

' This amount includes an estimate of fees and expenscs in the amount of $2,000 for February 2011, $27.000 for
March 2011, and $10,000 for April 2011. In addition, this amount includes previously unpaid invoices. Invoices
are still being reconciled and are subject to continuing review and verification.

1* Reflects estimation of fees and expenses to be incurred from March 1, 2011 through closing of the Amended and
Restated Bonds.

"®Includes 4th Quarter 2010 fees in the amount of $74,610 and estimated 1st Quarter 2011 fees in the amount of
$75.000. In addition, this amount includes an estimate of 2nd Quarter fees in the amount of $75.000. Upon
issuance of the Amended and Restated Bonds, U.S. Bank also will be engaged to serve as the New Trustee and will
be paid fees and expenses pursuant to a fee letter to be finalized between U.S. Bank and the Debtor, including
acceptance, per series, exchange agent. and extraordinary fees per the final fee letter.

' Reflects estimation of fees and expenses to be incurred from March 1, 2011 through closing of the Amended and
Restated Bonds.



