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TOWN OF LOS GATOS
FINANCE COMMISSION AGENDA

SEPTEMBER 12, 2022
110 EAST MAIN STREET
LOS GATOS, CA
5:00 PM
Ron Dickel, Chair
Kyle Park, Vice Chair
Stacey Dell, Commissioner
Vacant
Rick Tinsley, Commissioner
Rob Rennie, Mayor
Matthew Hudes, Council Member
IMPORTANT NOTICE

This meeting is being conducted utilizing teleconferencing and electronic means consistent with
Government Code Section 54953, as Amended by Assembly Bill 361, in response to the state of
emergency relating to COVID-19 and enabling teleconferencing accommodations by suspending
or waiving specified provisions in the Ralph M. Brown Act (Government Code § 54950 et

seq.). Consistent with AB 361 and Town of Los Gatos Resolution 2021-044, this meeting will not
be physically open to the public and the Council will be teleconferencing from remote locations.
Members of the public can only participate in the meeting by joining the Zoom webinar (log in
information provided below).

PARTICIPATION

To provide oral comments in real-time during the meeting:

During the meeting:

Zoom webinar: Join from a PC, Mac, iPad, iPhone or Android device: Please click this URL to
join: https://losgatosca-
gov.zoom.us/j/86722379816?pwd=QlcrQ250cWNIaEZzaWpnSGw0a2M0Zz09

Passcode: 616111

Join by Telephone: Dial: USA 877 336 1829 US Toll-free or 636-651-0002 US Toll.
Conference code: 986172.

During the meeting:

When the Chair announces the item for which you wish to speak, click the “raise hand”
feature in Zoom. If you are participating by phone on the Zoom app, press *9 on your
telephone keypad to raise your hand. If you are participating by calling in, press #2 on your
telephone keypad to raise your hand.

When called to speak, you will be asked to provide your full name and your town/city of
residence. This identifying information is optional and not a requirement for participation.
Please limit your comments to three (3) minutes, or such other time as the Chair may
decide, consistent with the time limit for speakers at a Council meeting.

If you wish to speak to an item or items on the Consent Calendar, please state which item
number(s) you are commenting on at the beginning of your time.
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If you are unable to participate in real-time, you may email to PublicComment@]|osgatosca.gov
and in the subject line “Finance Commission Public Comment Item #__ ” (insert the item
number relevant to your comment) or “Finance Commission Verbal Communications — Non-
Agenda Item.” Comments received by 11:00 a.m. the day of the meeting will be reviewed and
distributed before the meeting. All comments received will become part of the record.

REMOTE LOCATION PARTICIPANTS The following Commissioners are listed to permit them to
appear electronically or telephonically at the Finance Commission meeting: CHAIR RON DICKEL,
VICE CHAIR KYLE PARK, COMMISSIONER STACEY DELL, COMMISSIONER RICK TINSLEY, MAYOR
ROB RENNIE, COUNCIL MEMBER MATTHEW HUDES. All votes during the teleconferencing
session will be conducted by roll call vote.

RULES OF DECORUM AND CIVILITY
To conduct the business of the community in an effective and efficient manner, please follow
the meeting guidelines set forth in the Town Code and State law.

The Town does not tolerate disruptive conduct, which includes but is not limited to:

e Addressing the Finance Commission without first being recognized;
e Interrupting speakers, Finance Commissioners, or Town staff;

e Continuing to speak after the allotted time has expired;

e Failing to relinquish the microphone when directed to do so;

e Repetitiously addressing the same subject.

Town Policy does not allow speakers to cede their commenting time to another
speaker. Disruption of the meeting may result in a violation of Penal Code Section 403.

MEETING CALLED TO ORDER
ROLL CALL

CONSENT ITEMS (Items appearing on the Consent Items are considered routine Town business
and may be approved by one motion. Any member of the Commission may request to have an
item removed from the Consent Items for comment and action. Members of the public may
provide input on any or multiple Consent Item(s) when the Chair asks for public comments on the
Consent Items. If you wish to comment, please follow the Participation Instructions contained on
Page 2 of this agenda. If an item is removed, the Chair has the sole discretion to determine when
the item will be heard.)

1. Approve Minutes of the August 8, 2022 Finance Commission Meeting.

2. Receive California Employer’s Pension Prefunding Trust (CEPPT) Strategy Market Value
Summary Report for the Period Ending June 30, 2022

3. Receive California Employer’s Retiree Benefit Trust (CERBT) Strategy 1 Market Value
Summary Report for the Period Ending June 30, 2022
4, Receive CalPERS Public Employees' Retirement Fund (PERF) Preliminary Performance

Report as June 30, 2022
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VERBAL COMMUNICATIONS (Members of the public are welcome to address the Commission on
any matter that is not listed on the agenda. To ensure all agenda items are heard and unless
additional time is authorized by the Chair, this portion of the agenda is limited to 30 minutes and
no more than three (3) minutes per speaker. In the event additional speakers were not able to be
heard during the initial Verbal Communications portion of the agenda, an additional Verbal
Communications will be opened prior to adjournment.)

OTHER BUSINESS (Up to three minutes may be allotted to each speaker on any of the following
items.)

5. Receive CalPERS Actuarial Valuation Reports as of June 30, 2021
6. Discuss Communication from the Vice Chair

7. Review of the Town’s Structural Deficit per Town Council Directive.

ADJOURNMENT (Council policy is to adjourn no later than midnight unless a majority of Council
votes for an extension of time)
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Iltem 1.

TOWN OF LOS GATOS MEETING DATE: 9/12/2022
FINANCE COMMISSION
ITEMNO: 1
AGENDA REPORT
DRAFT
Minutes of the Finance Commission Regular Meeting
August 8, 2022

The Finance Commission of the Town of Los Gatos conducted a regular meeting utilizing
teleconference and electronic means consistent with Government Code Section 54953, as
Amended by Assembly Bill 361, in response to the state of emergency relating to COVID-19 and
enabling teleconferencing accommodations by suspending or waiving specified provisions in
the Ralph M. Brown Act (Government Code § 54950 et seq.) and Town of Los Gatos Resolution
2021-044 on Monday, August 8, 2022, at 5:00 p.m.

MEETING CALLED TO ORDER AT 5:02 P.M.

ROLL CALL

Present: Chair Ron Dickel, Vice Chair Kyle Park, Commissioner Stacey Dell, Commissioner Rick
Tinsley, and Mayor Rob Rennie (all participating remotely).

Absent: Council Member Matthew Hudes

Staff Present: Town Manager Laurel Prevetti, Town Attorney Gabrielle Wheelan, Assistant Town
Manager Arn Andrews, and Interim Finance Director Gitta Ungvari.

CONSENT ITEM (TO BE ACTED UPON BY A SINGLE MOTION)

1. Approve Minutes of the June 13, 2022 Finance Commission Meeting.

2. Approve Minutes of the July 28, 2022 Special Finance Commission Meeting.

3. Receive the Fourth Quarter Investment Report (April through June 2022) for Fiscal Year
2021/22.

MOTION: Motion by Vice Chair Park to approve the consent items. Seconded by
Commissioner Tinsley

VOTE: Motion passed 4-0.

VERBAL COMMUNICATIONS
None.

OTHER BUSINESS

4. Discuss Upcoming Audit and Provide Input on June 30, 2022 Annual Comprehensive
Financial Report with the Town’s Independent Auditor.
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PAGE 2 OF 3

SUBJECT: Draft Minutes of the Finance Commission Regular Meeting of August 8, 2022
DATE: August 9, 2022

Interim Finance Director Gitta Ungvari introduced the Town’s Independent Auditor, Sheldon
Chavan of Chavan and Associates. Mr. Chavan presented an overview of the audit. Staff and
Mr. Chavan addressed Commissioners’ questions.

Opened Public Comment.

None

Closed Public Comment

5. Receive the Town of Los Gatos Retiree Healthcare Plan June 30, 2021 Actuarial Valuation
and its Assumptions as Prepared and Recommended by Bartel Associates, LLC.

Interim Finance Director Gitta Ungvari introduced the Town’s Actuarial Consultant, Vice

President Mary Beth Redding of Bartel Associates. Ms. Redding presented the actuarial report.

Ms. Redding and staff responded to Commissioners’ questions.

Opened Public Comment.

None

Closed Public Comment

6. Discussion of Key Performance Indicators (KPIs).

Arn Andrews, Assistant Town Manager, presented the staff report. Staff addressed
Commissioners’ questions. Commissioners requested to present KPIs quarterly at the Finance
Commission meetings.

Opened Public Comment.

None.

Closed Public Comment

7. Receive Financial Information and Initiate Review of the Town’s Structural Deficit per Town
Council Directive.

Arn Andrews, Assistant Town Manager, presented the staff report.

Opened Public Comment.

Iltem 1.




PAGE 3 OF 3
SUBJECT: Draft Minutes of the Finance Commission Regular Meeting of August 8, 2022
DATE: August 9, 2022

None.
Closed Public Comment
Staff addressed Commissioners’ questions.

Commissioners requested staff to provide
e Five years of historical budget to actuals salary and benefit savings
e Service Level Benchmarking as a per capita cost and development of other comparators
e Staff report outlining the deficit review process

ADJOURNMENT:
The meeting adjourned at 6:51 p.m.

This is to certify that the foregoing is a true
and correct copy of the minutes of the
August 8, 2022 meeting as approved by the
Finance Commission.
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Item 2.

TOWN OF LOS GATOS MEETING DATE: 09/12/2022
FINANCE COMMISSION REPORT ITEM NO: 2
DATE: September 2, 2022
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive California Employer’s Pension Prefunding Trust (CEPPT) Strategy

Market Value Summary Report for the Period Ending June 30, 2022

RECOMMENDATION:

Receive California Employer’s Pension Prefunding Trust (CEPPT) Strategy 2 Market Value
Summary Report for the period ending June 30, 2022.

BACKGROUND:

On November 5, 2019, the Town Council authorized the Town Manager to enter into an
agreement with CalPERS for participation in the California Employers' Pension Prefunding
Trust (CEPPT) program.

The CEPPT Fund is a Section 115 trust fund dedicated to prefunding employer contributions to
defined benefit pension systems for eligible California public agencies. On March 3, 2020, the
Town Pension and OPEB Trusts Oversight Committee adopted CEPPT Strategy 2 as the asset
allocation for the Town’s Section 115 Trust pension assets.

DISCUSSION:

On April 14, 2021, the remaining CEPPT balance at the time of approximately $700,000 was
liquidated for inclusion in a $2,050,942 additional discretionary payment. The CEPPT account
continues to be maintained by the Town (at no cost) to accommodate annual account
distributions associated with the Town’s General Fund Reserve Policy.

Effective fiscal year 2015/16, Council determined if sufficient General Fund year-end savings are
available and targeted reserve levels for the Catastrophic Reserve and Budget Stabilization

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Interim Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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PAGE 2 OF 2
SUBJECT: CEPPT Market Value Update
DATE: September 2, 2022

DISCUSSION (continued):

Reserve have been met, upon final close of the fiscal year, a minimum of $300,000 annually
shall be deposited into the Pension/OPEB Reserve Fund. In addition, in 2018 the Council
updated the General Fund Reserve Policy to provide for additional discretionary payments
(ADPs) of $400,000 per year to address the unfunded pension liability. Under the updated
Policy, a 20-year amortization equivalence will be achieved through additional Unfunded
Actuarial Liability (UAL) payments of approximately $400,000 per year.

Since the last distribution in 2021, the ending CEPPT 115 Trust account balance as of June 30,
2022, was $676,150.03 (Attachment 1). As of July 31, 2022, the CEPPT Strategy 2 fund had a
net return of 4.81% for the month end and -0.31% for the 3-month period (Attachment 2). Per
prior Council direction, staff will consult with the Town’s actuary and return to the Finance
Commission with a recommended amortization base for an ADP.

Attachments:
1. CEPPT Market Value Update
2. CEPPT Performance July 2022
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Town of Los Gatos

CEPPT Strategy 2
Entity #: SKHE-4589482285-501P
Quarter Ended June 30, 2022

Market Value Summary:

Unit Value Summary:

D

Item 2.

CalPERS

QTD Fiscal QTD Fiscal
Current Period Year to Date Current Period Year to Date
Beginning Balance $0.00 $0.00 Beginning Units 0.000 0.000
Contribution 690,000.00 690,000.00 Unit Purchases from Contributions 68,400.224 68,400.224
Disbursement 0.00 0.00 Unit Sales for Withdrawals 0.000 0.000
Transfer In 0.00 0.00 Unit Transfer In 0.000 0.000
Transfer Out 0.00 0.00 Unit Transfer Out 0.000 0.000
Investment Earnings (13,691.85) (13,691.85) Ending Units 68.400.224 68.400.224
Administrative Expenses (104.29) (104.29)
Investment Expense (53.83) (53.83) Period Beginning Unit Value 10.894213 10.894213
Other 0.00 0.00 Period Ending Unit Value 9.885202 9.885202
Ending Balance $676,150.03 $676,150.03
FY End Contribution Accrual 0.00 0.00
FY End Disbursement Accrual 0.00 0.00
Grand Total $676,150.03 $676,150.03
Please note the Grand Total is your actual fund account balance at the end of the period, including accrued contribution and disbursements. Please review your statement prompitly. All information contained in your statement
will be considered true and accurate unless you contact us within 30 days of receipt of this statement. If you have questions about the validity of this information, please contact CEPPT4U@calpers.ca.gov.
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Statement of Transaction Detail for the Quarter Ending 06/30/2022

Town of Los Gatos
Entity #: SKHE-4589482285-501P

Item 2.

D, CalPE

Date Description Amount Unit Value Units Check/Wire Notes
04/27/2022 Contribution $390,000.00 $10.262670 38,001.807 1000000440285
01
06/27/2022 Contribution $300,000.00 $9.868935 30,398.417 1000000444948
35
Client Contact:
CEPPT4U@CalPERS.ca.gov
Page 10
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California Employers' Pension Prefunding Trust (CEPPT)

CEPPT Strategy 1

July 31, 2022

Objective

The CEPPT Strategy 1 portfolio seeks to provide capital
appreciation and income consistent with its strategic asset
allocation. There is no guarantee that the portfolio will achieve
its investment objective.

Strategy

The CEPPT Strategy 1 portfolio is invested in various asset
classes that are passively managed to an index. CalPERS
periodically adjusts the composition of the portfolio in order to
match the target allocations. Generally, equities are intended
to help build the value of the employer's portfolio over the long
term while bonds are intended to help provide income and
stability of principal. Also, strategies invested in a higher
percentage of equities seek higher investment returns (but
assume more risk) compared with strategies invested in a
higher percentage of bonds.

Compared with CEPPT Strategy 2, this portfolio has a higher
allocation to equities than bonds. Historically, equities have
displayed greater price volatility and, therefore, this portfolio
may experience greater fluctuation of value. Employers that
seek higher investment returns, and are able to accept greater
risk and tolerate more fluctuation in returns, may wish to
consider this portfolio.

CalPERS Board may change the list of approved asset
classes in composition as well as targeted allocation
percentages and ranges at any time.

Composition

. CalPERS

Asset Class Allocations and Benchmarks
The CEPPT Strategy 1 portfolio consists of the following asset classes and

corresponding benchmarks:

Target

Target

Asset Class Allocation | Range Benchmark
. MSCI All Country World
lobal Equit 9 +59

Global Equity R

Fixed Income 47% +5y | BloombergUS Aggregate
Bond Index

Treasury Inflation-Protected 5 + 39 Bloomberg US TIPS Index,

Securities ("TIPS") ° =77 | series L

Real Estate Investment 8 + 59 FTSE EPRA/NAREIT

Trusts ("REITs") ° =00 Developed Index (Net)

Cash - +2% 91-Day Treasury Bill

Portfolio Benchmark

The CEPPT Strategy 1 benchmark is a composite of underlying asset class market
indices, each assigned the target weight for the asset class it represents.

Target vs. Actual Asset Class Allocations
The following chart shows policy target allocations compared with actual asset
allocations as of the specified reporting month-end. CalPERS may temporarily deviate
from the target allocation for a particular asset class based on market, economic, or

other considerations.
Assets Under Management
As of the specified reporting month-end: CEPPT Strategy 1 WTarget = Actual
CEPPT Strategy 1  Annual Expense Ratio 0%
$65,865,163 0.25%
40%
20%
0% - [ |
Global Fixed TIPS REITs Cash
Equity Income
CEPPT Strategy 1 Performance as of July 31, 2022
Since Inception*
1 Month | 3 Months | Fiscal YTD 1 Year 3 Years* 5Years* |10 Years® (October 1, 2019)
Gross Return " 4.83% -0.25% 4.83% -9.25% - - - 4.13%
Net Return *° 4.81% -0.31% 4.81% -0.46% - - - 3.90%
Benchmark Return 4.86% -0.40% 4.86% -9.43% - - - 4.07%
Standard Deviation * - - - - - - - -

* Returns for periods greater than one year are annualized.
! Gross returns are net of SSGA operating expenses.

2 Net returns are net of SSGA operaing expenses, investment management, administrative and recordkeeping fees.

s Expenses are described in more detail on page 2 of this document.

* Standard deviation is based on gross returns and is reported for periods greater than 3 years.
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California Employers' Pension Prefunding Trust (CEPPT)

CEPPT Strategy 1

July 31, 2022

General Information

Information Acessibility

The CEPPT Strategy 1 portfolio consists of assets managed internally by
CalPERS and/or by external managers. Since it is not a mutual fund, a
prospectus is not available and daily holdings are not published. CalPERS
provides a quarterly statement of the employer's account and other
information about the CEPPT. For total market value, detailed asset
allocation, investment policy and performance information, please visit our
website at www.calpers.ca.gov.

Porfolio Manager Information

The CalPERS Board, through its Investment Committee, directs the CEPPT
investment strategy based on policies approved by the Board of
Administration. State Street Global Advisors (SSGA) manages all
underlying investments for CEPPT, which include: Global Equity, Fixed
Income, Real Estate Investment Trusts, and Treasury Inflation-Protected
Securities.

Custodian and Record Keeper
State Street Bank serves as custodian for the CEPPT. Northeast
Retirement Services serves as recordkeeper.

Expenses

CEPPT is a self-funded trust in which participating employers pay for all
administrative and investment expenses. Expenses reduce the gross
investment return by the fee amount. The larger the expenses, the greater
reduction of investment return. Currently, CEPPT expense ratios are 0.25%.
This equates to $2.50 per $1,000 invested. The expenses consist of
administrative expenses borne by CalPERS to administer and oversee the
Trust assets, investment management and administrative fees paid to
SSGA to manage all asset classes, and recordkeeping fees paid to
Northeast Retirement Services to administer individual employer accounts.
The expenses described herein are reflected in the net asset value per unit.
The expense ratio is subject to change at any time and without prior
notification due to factors such as changes to average fund assets or
market conditions. CalPERS reviews the operating expenses annually and
changes may be made as appropriate. Even if the portfolio loses money
during a period, the expenses will still be charged.

M. CalPERS

What Employers Own

Each employer invested in CEPPT Strategy 1 owns units of this
portfolio, which invests in pooled asset classes managed by CalPERS
and/or external advisors. Employers do not have direct ownership of
the securities in the portfolio.

Price

The value of the portfolio changes daily based upon the market value
of the underlying securities. Just as prices of individual securities
fluctuate, the portfolio's value also changes with market conditions.

Principal Risks of the Portfolio

The CEPPT fund is a trust fund dedicated to prefunding employer
contributions to defined benefit pension plans for eligible state and
local agencies. CEPPT is not, however, a defined benefit plan. There
is no guarantee that the portfolio will achieve its investment
objectives or provide sufficient funding to meet employer obligations.

An investment in the portfolio is not a bank deposit, nor is it insured or
guaranteed by the Federal Deposit Insurance Corporation (FDIC),
CalPERS, the State of California or any other government agency.

There are risks associated with investing, including possible loss of
principal. The portfolio's risk depends in part on the portfolio's asset
class allocations and the selection, weighting and risks of the
underlying investments. For more information about investment risks,
please see the document entitled "CEPPT Principal Investment Risks"
located at www.calpers.ca.gov.

Fund Performance

Performance data shown on page 1 represents past performance and
is no guarantee of future results. The investment return and principal
value of an investment will fluctuate so that an employer's units, when
redeemed, may be worth more or less than their original cost. Current
performance may be higher or lower than historical performance data
shown. For current performance information, please visit
www.calpers.ca.gov and follow the links to California Employers'
Pension Prefunding Trust.

CEPPT Strategy Risk Levels

CalPERS offers employers the choice of one of two investment strategies. Projected risk levels among risk strategies vary, depending upon the target
asset class allocations. Generally, equities carry more risk than fixed income securities.

Asset Class Target Allocations Strategy 1 Strategy 2 v

Global Equity 40% 14% [ CEPPTStrategyl |
More conservative Less conservative

Fixed Income 47% 73%

Treasury-Inflation Protected Securities 5% 5% CEPPT Strategy 2 |

Real Estate Investment Trusts 8% 8% More conservative Less conservative
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Item 3.

TOWN OF LOS GATOS MEETING DATE: 09/12/2022
FINANCE COMMISSION REPORT ITEM NO: 3
DATE: September 8, 2022
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive California Employer’s Retiree Benefit Trust (CERBT) Strategy 1 Market

Value Summary Report for the Period Ending June 30, 2022

RECOMMENDATION:

Receive California Employer’s Retiree Benefit Trust (CERBT) Strategy 1 Market Value Summary
Report for the period ending June 30, 2022.

BACKGROUND:

In 2009, the Council approved participating in the CERBT Fund. The CERBT Fund is an IRS
Section 115 trust fund dedicated to the prefunding of other post-employment benefits
(“OPEB”). The CERBT Strategy 1 is the single investment vehicle for the Town’s OPEB Plan
(“OPEB Plan”).

DISCUSSION:

As of July 31, 2022, the CERBT Strategy 1 fund had a net return of 5.96% for the month end and
-1.20% for the 3 month period (Attachment 1). The ending OPEB 115 Trust account balance as
of June 30, 2022, was $22,861,333 compared to $26,101,084 as of March 31, 2021
(Attachment 2).

Attachments:
1. CERBT Performance July 2022
2. OPEB 115 Trust Market Value Summary

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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California Employers' Retiree Benefit Trust (CERBT)

CERBT Strategy

July 31, 2022

Objective

The CERBT Strategy 1 portfolio seeks to provide capital
appreciation and income consistent with its strategic asset
allocation. There is no guarantee that the portfolio will achieve its
investment objective.

Strategy

The CERBT Strategy 1 portfolio is invested in various asset
classes. CalPERS periodically adjusts the composition of the
portfolio in order to match the target allocations. Generally,
equities are intended to help build the value of the employer’s
portfolio over the long term while bonds are intended to help
provide income and stability of principal. Also, strategies invested
in a higher percentage of equities seek higher investment returns
(but assume more risk) compared with strategies invested in a
higher percentage of bonds.

Compared with CERBT Strategy 2 and Strategy 3, this portfolio
has a higher allocation to equities than bonds and other assets.
Historically, equities have displayed greater price volatility and,
therefore, this portfolio may experience greater fluctuation of
value. Employers that seek higher investment returns, and are
able to accept greater risk and tolerate more fluctuation in
returns, may wish to consider this portfolio.

CalPERS Board may change the list of approved asset classes
in composition as well as targeted allocation percentages and
ranges at any time.

Assets Under Management
As of the specified reporting month-end:

CERBT Strategy 1
$13,707,208,616

Annual Operating Ratio
0.10%

CERBT Strategy 1 Performance as of July 31, 2022

1

Composition

D, CalPERS

Asset Class Allocations and Benchmarks
The CERBT Strategy 1 portfolio consists of the following asset classes and

corresponding benchmarks:

Asset Class Targtat 1 Target Benchmark
Allocation Range
. MSCI All Country World
0, 0,

Global Equity 59% 5% Index IMI (Net)

Fixed Income 259% + 5% Bloomberg Long Liability
Index

Treasury Inflation-Protected 5 43 Bloomberg US TIPS

Securities ("TIPS") ° =" lindex, Series L

Real Estate Investment 8 + 5 FTSE EPRA/NAREIT

Trusts ("REITs") ° =" |Developed Index (Net)

Commodities 3% + 3% S&P GSCI Total Return
Index

Cash - +2%  [91-Day Treasury Bill

! Allocations were approved by the Board at the May 2018 Investment Committee meeting.

Portfolio Benchmark

The CERBT Strategy 1 benchmark is a composite of underlying asset class market
indices, each assigned the target weight for the asset class it represents.

Target vs. Actual Asset Class Allocations
The following chart shows policy target allocations compared with actual asset
allocations as of the specified reporting month-end. CalPERS may temporarily deviate
from the target allocation to a particular asset class based on market, economic, or

other considerations.
CERBT Strategy 1 mTarget = Actual
80%
60%
40%
20% l
0% o - -
Global Fixed TIPS REITs Commodities Cash
Equity Income

Since Inception*

1Month | 3 Months | Fiscal YTD 1 Year 3 Years* 5 Years* 10 Years* (June 1, 2007)
Gross Return'® 5.97% -1.18% 5.97% -9.35% 6.52% 6.41% 7.29% 5.23%
Net Return?’ 5.96% -1.20% 5.96% -9.43% 6.43% 6.32% 7.18% 5.16%
Benchmark Returns 5.93% -1.34% 5.93% -9.58% 6.23% 6.12% 6.92% 4.82%
Standard Deviation® - - - - 13.84% 12.05% 9.88% 12.79%

* Returns for periods greater than one year are annualized.

' Gross retumns are net of SSGA operating expenses.

2Net retums are net of SSGA operating expenses, investment management, administrative and recordkeeping fees.

3c

re described in more detail on page 2 of this document.
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California Employers' Retiree Benefit Trust (CERBT)

CERBT Strategy 1

D). CalPERS

July 31, 2022

General Information

Information Accessibility

The CERBT Strategy 1 portfolio consists of assets managed internally by
CalPERS and/or by external advisors. Since it is not a mutual fund, a
prospectus is not available and daily holdings are not published. CalPERS
provides a quarterly statement of the employer’s account and other
information about the CERBT. For total market value, detailed asset
allocation, investment policy and current performance information, please
visit our website at: www.calpers.ca.gov.

Portfolio Manager Information

The CalPERS Board, through its Investment Committee, directs the
CERBT investment strategy based on policies approved by the Board of
Administration. State Street Global Advisors (SSGA) manages all
underlying investments for CERBT, which include: Global Equity, Fixed
Income, Real Estate Investment Trusts, Treasury Inflation-Protected
Securities, and Commodities. '

Custodian and Record Keeper
State Street Bank serves as custodian for the CERBT. Northeast
Retirement Services serves as recordkeeper.

Expenses

CERBT is a self-funded trust in which participating employers pay for all
administrative and investment expenses. Expenses reduce the gross
investment return by the fee amount. The larger the expenses, the greater
the reduction of investment return. Currently, CERBT expenses are 0.10%
which consist of administrative expenses borne by CalPERS to administer
and oversee the Trust assets, investment management and administrative
fees paid to SSGA to manage all asset classes, and recordkeeping fees
paid to Northeast Retirement Services to administer individual employer
accounts. The expenses described herein are reflected in the net asset
value per unit. The expense ratio is subject to change at any time and
without prior notification due to factors such as changes to average fund
assets or market conditions. CalPERS reviews the operating expenses
annually and changes may be made as appropriate. Even if the portfolio
loses money during a period, the expenses will still be charged.

What Employers Own

Each employer invested in CERBT Strategy 1 owns units of this portfolio,
which invests in pooled asset classes managed by CalPERS and/or external
advisors. Employers do not have direct ownership of the securities in the
portfolio.

Price

The value of the portfolio changes daily based upon the market value of the
underlying securities. Just as prices of individual securities fluctuate, the
portfolio’s value also changes with market conditions.

Principal Risks of the Portfolio

The CalPERS CERBT Fund provides California government employers with
a trust through which they may prefund retiree medical costs and other post-
employment benefits (OPEB). CERBT is not, however, a defined benefit
plan. There is no guarantee that the portfolio will achieve its investment
objectives or provide sufficient funding to meet employer obligations. Further,
CalPERS will not make up the difference between an employer's CERBT
assets and the actual cost of OPEB provided to an employer's plan
members.

An investment in the portfolio is not a bank deposit, nor is it insured or
guaranteed by the Federal Deposit Insurance Corporation (FDIC), CalPERS,
the State of California or any other government agency.

There are risks associated with investing, including possible loss of principal.
The portfolio’s risk depends in part on the portfolio’s asset class allocations
and the selection, weighting and risks of the underlying investments. For
more information about investment risks, please see the document entitled
“CERBT Principal Investment Risks” located at www.calpers.ca.gov.

Fund Performance

Performance data shown on page 1 represents past performance and is no
guarantee of future results. The investment return and principal value of an
investment will fluctuate so that an employer’s units, when redeemed, may
be worth more or less than their original cost. Current performance may be
higher or lower than historical performance data shown. For current
performance information, please visit www.calpers.ca.gov and follow the
links to California Employers' Retiree Benefit Trust.

CERBT Strategy Risk Levels

CalPERS offers employers the choice of one of three investment strategies. Projected risk levels among strategies vary, depending upon the target
asset class allocations. Generally, equities carry more risk than fixed income securities.

Asset Class Target Allocations Strategy 1 Strategy 2  Strategy 3 v
GlObal EqUIty 59% 40% 22% More conservaticheRBT Strategthss conservative‘
Fixed Income 25% 43% 49%
[ CERBT Strategy2 |
TreaSUry Inflation-Protected Securites 5% 5% 16% More conservative gy'Less conservative
Real Estate Investment Trusts 8% 8% 8% I cErET strategy = ‘
Commodities 3% 4% 5% Meore conservative Less conservative

1 ar
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Town of Los Gatos

CERBT Strategy 1
Entity #: SKB0-4589482285
Quarter Ended June 30, 2022

Market Value Summary:

Beginning Balance
Contribution
Disbursement
Transfer In
Transfer Out
Investment Earnings
Administrative Expenses
Investment Expense

Other

Ending Balance

FY End Contrib per GASB 74 Para 22
FY End Disbursement Accrual
Grand Total

QTID
Current Period

Fiscal
Year to Date

$26,101,084.33
148,963.00
0.00

0.00

0.00
(3,383,587.53)
(2,961.35)
(2,165.22)

0.00

$26,234,530.84
148,963.00
0.00

0.00

0.00
(3,500,088.60)
(12,749.85)
(9,322.16)

0.00

$22,861,333.23

0.00
0.00
$22,861,333.23

$22,861,333.23

0.00
0.00
$22,861,333.23

Unit Value Summary:

Beginning Units
Unit Purchases from Contributions
Unit Sales for Withdrawals
Unit Transfer In

Unit Transfer Out

Ending Units

Period Beginning Unit Value

Period Ending Unit Value

D

QTD

Current Period

Item 3.

CalPERS

Fiscal
Year to Date

1,180,781.789
7,771.199
0.000

0.000

0.000

1,180,781.789
7,771.199
0.000

0.000

0.000

1,188,552.988

22.104918
19.234593

1,188,552.988

22.217933
19.234593

Please note the Grand Total is your actual fund account balance at the end of the period, including all contributions per GASB 74 paragraph 22 and accrued disbursements. Please review your statement promptly. All information contained in your statement

will be considered true and accurate unless you contact us within 30 days of receipt of this statement. If you have questions about the validity of this information, please contact CERBT4U@calpers.ca.gov.
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Statement of Transaction Detail for the Quarter Ending 06/30/2022 A\\\"///,& CaIPE

Town of Los Gatos
Entity #: SKB0-4589482285

Item 3.

Date Description Amount Unit Value Units Check/Wire Notes
06/22/2022 Contribution $148,963.00 $19.168599 7,771.199 1000000444562
80

Client Contact:

Page 17
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Item 4.

TOWN OF LOS GATOS MEETING DATE: 09/12/2022
FINANCE COMMISSION REPORT ITEM NO: 4
DATE: September 8, 2022
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive CalPERS Public Employees' Retirement Fund (PERF) Preliminary

Performance Report as June 30, 2022

RECOMMENDATION:

Receive CalPERS Public Employees' Retirement Fund (PERF) preliminary performance report as
June 30, 2022.

DISCUSSION:

Attachment 1 contains the CalPERS PERF preliminary performance report as of June 30, 2022.
Fiscal Year end preliminary fund performance was a net return of -6.1%.

Attachments:
1. PERF Preliminary Performance as of June 30, 2022

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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9/1/22, 2:55 PM CalPERS Announces Preliminary Net Investment Return of -6.1% for the 2021-22 Fiscal Year - CalPERS

Iltem 4.

M. CalPERS

CalPERS Announces Preliminary Net
Investment Return of -6.1% for the 2021-22
Fiscal Year

July 20, 2022

Communications & Stakeholder Relations
Contact: Megan White, Information Officer
(916) 795-3991 - newsroom@calpers.ca.gov

Challenging global public markets, strong private market
returns lead to varied performance

SACRAMENTO, Calif. - Tumultuous global markets played a role in CalPERS' first loss since the
global financial crisis of 2009, as the System today announced a preliminary -6.1% net return
on investments for the 12-month period that ended June 30, 2022. Assets stood at $440 billion
at the end of the fiscal year.

“We've done a lot of work in recent years to plan and prepare for difficult conditions,” said
CalPERS Chief Executive Officer Marcie Frost. “Despite the market conditions and their impact
on our returns, we're focused on long-term performance and our members can be confident
that their retirement is safe and secure.”

Volatile global financial markets, geopolitical instability, domestic interest rate hikes, and
inflation all have had an impact on public market returns. CalPERS’ investments in global public
stocks returned -13.1%, while fixed income investments returned -14.5%. Public market
investments make up roughly 79% of the CalPERS’ total fund. CalPERS’ private market
investments fared much better, with private equity and real assets sectors returning 21.3% and
24.1%, respectively.

“This is a unique moment in the financial markets, and we've seen a deviation from some
investing fundamentals,” said CalPERS Chief Investment Officer Nicole Musicco. “For instance,
our traditional diversification strategies were less effective than expected, as we saw both

F equity and fixed income assets fall in tandem. But despite a challenging year, we were
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9/1/22, 2:55 PM CalPERS Announces Preliminary Net Investment Return of -6.1% for the 2021-22 Fiscal Year - CalPERS
able to outperform our total fund benchmark by 90 basis points and provide strong return] item 4.

from our private market asset classes. These are bright spots that we can build on as we
implement our new strategic asset allocation and increase our exposure to private market

assets.”

Total fund annualized returns for the 5-year period ending June 30, 2022 stood at 6.7%, the 10-
year period at 7.7%, the 20-year period at 6.9%, and 30-year period at 7.7%.

Net Rate of  Policy

Asset Class Return Benchmark
Total Fund -6.1% -7.0%
Public Equity -13.1% -13.2%
Fixed Income -14.5% -14.5%
Private Equity* 21.3% 8.3%

Real Assets* 24.1% 27.1%
Liquidity 0.3% 0.1%

* Private market asset valuations lag one quarter and are as of March 31, 2022.

With CalPERS’ discount rate of 6.8% and this year’s preliminary return of -6.1%, the estimated
overall funded status stands at 72%.

The official total fund performance numbers go through multiple layers of review and
oversight. View the Total Fund and Benchmark Performance Calculation - Wilshire Associates

(PDF) for more information.

CalPERS' 2021-22 final fiscal year investment performance will be calculated based on audited
figures and will be reflected in contribution levels for the State of California and school districts
in fiscal year 2023-24, and for contracting cities, counties, and special districts in fiscal year
2024-25.

The ending value of the fund is based on several factors and not investment performance

alone. Contributions made to CalPERS from employers and employees, monthly payments
made to retirees, investment fees, and the performance of its investments, among other

factors, all influence the ending total value of the PERF.
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9/1/22, 2:55 PM CalPERS Announces Preliminary Net Investment Return of -6.1% for the 2021-22 Fiscal Year - CalPERS

### Iltem 4.

MEDIA ADVISORY

What: Media availability to discuss fiscal year investment returns

Who: CalPERS CEO, CIO, senior investment office staff

When: Wednesday, July 20, at 10 a.m. PT.

Format: Credentialed media only; call 800-369-3154. Password: CalPERS

About CalPERS

For more than eight decades, CalPERS has built retirement and health security for state, school,
and public agency members who invest their lifework in public service. Our pension fund
serves more than 2 million members in the CalPERS retirement system and administers
benefits for more than 1.5 million members and their families in our health program, making
us the largest defined-benefit public pension in the U.S. CalPERS' total fund market value
currently stands at approximately $442 billion. For more information, visit www.calpers.ca.gov.
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Item 5.

TOWN OF LOS GATOS MEETING DATE: 09/12/2022
FINANCE COMMISSION REPORT ITEM NO: 5
DATE: August 29, 2022
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive CalPERS Actuarial Valuation Reports as of June 30, 2021
RECOMMENDATION:

Receive CalPERS Actuarial Valuation Reports as of June 30, 2021.

BACKGROUND:

The Town’s pension plans are administered by the Board of Administration of the California
Public Employees’ Retirement System (CalPERS). The Board of Administration is responsible for
the management and control of CalPERS. In addition, the Board has exclusive control of the
administration and investment of funds. Sworn employees are covered under the Safety Plan
which is a pooled plan, while all other employees are covered in the Miscellaneous Plan, which
is a separate plan. The Miscellaneous Plan is administered by CalPERS in the Public Employees’
Retirement Fund (PERF).

In order for the Town to understand the value of future pension benefit payments, an actuarial
valuation is performed each year for the pension plan. The CalPERS actuary estimates the
payments that will be made for all potential retirees from the plan in each future year. The
actuary calculates the present value of future benefits the plan will be required to pay to its
current participants: those still working who will retire in the future, retirees, and those who
have terminated employment but have not yet begun drawing benefits. The 2021 valuation
provides the determination of the minimum required employer contributions for fiscal year (FY)
2023/24. In addition, the report also contains important information regarding the current
financial status of the plan as well as projections and risk measures to aid in planning for the
future.

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Interim Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832

Page 22

www.losgatosca.gov




Item 5.

PAGE 2 OF 2

SUBJECT: CalPERS Actuarial Valuations as of June 30, 2021
DATE: August 29, 2022

DISCUSSION:

Staff has received the annual Actuarial Valuation Reports from CalPERS for the Miscellaneous
Plan (Attachment 1), the Safety Plan (Attachment 2), and the PEPRA Safety Police Plan
(Attachment 3). The measurement date for each of the Plans is as of June 30, 2021.

The Town’s Safety Plan funded status stood at 80.0% compared to 70.4% for the 2020
valuation. The Town’s Safety PEPRA Plan had a funded status of 105.3% versus 90.6% for 2020
and the Miscellaneous Plan funded status of 87.3% compared to 71.8% in 2020.

June 30, 2021 Miscellaneous Plan Safety Plan PEPRA Safety Plan
Accrued Liability $121,630,966 $106,756,840 $1,301,901
Market Value of Assets $106,171,684 $85,438,794 $1,370,527
Unfunded Accrued Liability $15,459,282 $21,318,046 (568,626)
Funded Ratio 87.3% 80.0% 105.3%
Attachments:
1. CalPERS Annual Valuation Report as of June 30, 2021 — Miscellaneous Plan of the Town of
Los Gatos

. CalPERS Annual Valuation Report as of June 30, 2021 — Safety Plan of the Town of Los Gatos
3. CalPERS Annual Valuation Report as of June 30, 2021 — PEPRA Safety Police Plan of the
Town of Los Gatos
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Item 5.

M. CalPERS

California Public Employees’ Retirement System

Actuarial Office

400 Q Street, Sacramento, CA 95811 | Phone: (916) 795-3000 | Fax: (916) 795-2744
888 CalPERS (or 888-225-7377) | TTY: (877) 249-7442 | www.calpers.ca.gov

July 2022

Miscellaneous Plan of the Town of Los Gatos (CalPERS ID: 4589482285)
Annual Valuation Report as of June 30, 2021

Dear Employer,

Attached to this letter, you will find the June 30, 2021 actuarial valuation report for the rate plan noted above. Provided
in this report is the determination of the minimum required employer contributions for fiscal year (FY)
2023-24. In addition, the report also contains important information regarding the current financial status of the plan
as well as projections and risk measures to aid in planning for the future.

Actuarial valuations are based on assumptions regarding future plan experience including investment return and payroll
growth, eligibility for the types of benefits provided, and longevity among retirees. The CalPERS Board of Admi nistration
(board) adopts these assumptions after considering the advice of CalPERS actuarial and investment teams and other
professionals. Each actuarial valuation reflects all prior differences between actual and assumed experience and adjusts
the contribution requirements as needed. This valuationis based on an investment return assumption of 6.8%, which
was adopted by the board in November 2021. Other assumptions used in this report are those recommended in the
CalPERS Experience Study and Review of Actuarial Assumptions report from November 2021.

Required Contributions

The table below shows the minimum required employer contributions and the PEPRA member rate for FY 2023-24 along
with an estimate of the required contribution for FY 2024-25. Employee contributions other than cost sharing (whether
paid by the employer or the employee) are in addition to the results shown below. The required employer
contributions in this report do not reflect any cost sharing arrangement between the agency and the

employees.
Fiscal Year Employer Normal Employer Amortization of PEPRA
Cost Rate Unfunded Accrued Liability Member Rate
2023-24 11.42% $2,411,960 7.25%
Projected Results
202425 11.2% $2,349,000 7BD

The actual investment return for FY 2021-22 was not known at the time this report was prepared. The projections above
assume the investment return for that year would be 6.8%. To the extent the actual investment return for FY
2021-22 differs from 6.8%, the actual contribution requirements for FY 2024-25 will differ from those
shown above. For additional details regarding the assumptions and methods used for these projections, please refer
to the “Projected Employer Contributions” in the “Highlights and Executive Summary” section. This section also contains
projected required contributions through FY 2028-29.

Changes from Previous Year’s Valuations

On July 12, 2021, CalPERS reported a preliminary 21.3% net return on investments for FY 2020-21. Since the retum
exceeded the 7.00% discount rate sufficiently, the CalPERS Funding Risk Mitigation policy allows CalPERS to use a portion
of the investment gain to offset the cost of reducing the expected volatility of future investment returns. Based on the
thresholds specified in the policy, the excess return of 14.3% prescribes a reduction in investment volatility that
corresponds to a reduction in the discount rate of 0.20%, from 7.00% to 6.80%.

On November 17,2021, the board adopted new actuarial assumptions based on the recommendations in the November
2021 CalPERS Experience Study and Review of Actuarial Assumptions. This study reviewed the retirement rates,
termination rates, mortality rates, rates of salary increases, and inflation assumption for public agencies. These new

assumptions are incorporated in this actuarial valuation and will impact the required contrib ution for FY 2023-24. In
addition, the board adopted a new strategic asset allocation as part of its Asset Liability Management process. The new
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Miscellaneous Plan of the Town of Los Gatos

Item 5.

(CalPERS ID: 4589482285)
Annual Valuation Report as of June 30, 2021
Page 2

asset allocation, along with the new capital market assumptions and economic assumptions support, a discount rate of
6.80%. This includes a reduction in the price inflation assumption from 2.50% to 2.30%.

Besides the above noted changes, there may also be changes specific to the plan such as contract amendments and
funding changes.

Further descriptions of general changes are induded in the “Highlights and Executive Summary” section and in Appendix
A, “Actuarial Methods and Assumptions.” The effects of the changes on the required contributions are included in the
“Reconciliation of Required Employer Contributions” section.

Questions

We understand that you might have questions about these results, and the plan actuary whose signature is on the
valuation report is available to discuss. If you have other questions, you may call the Customer Contact Center at (888)-
CalPERS or (888-225-7377).

Sincerely,

/7‘

SCOTT TERANDO, ASA, EA, MAAA, FCA, CFA
Chief Actuary, CalPERS
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CalPERS

Actuarial Valuation
as of June 30, 2021

for the
Miscellaneous Plan
of the

Town of Los Gatos

(CalPERSID: 4589482285)
(Rate Plan ID: 946)

Required Contributions
for Fiscal Year
July 1, 2023 — June 30, 2024
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CalPERS Actuarial Valuation - June 30, 2021
Miscellaneous Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Item 5.

Page 28

Actuarial Certification

To the best of our knowledge, thisreport is complete and accurate and contains sufficient information t
disclose, fully and fairly, the funded condition of the Miscellaneous Plan of the Town of Los Gatos and satisfies
the actuarial valuation requirements of Government Code section 7504 . This valuation is based on the member
and financial data as of June 30, 2021 provided by the various CalPERS databases and the benefits under this
plan with CalPERS as of the date this report was produced. It is our opinion that the valuation has been
performed in accordance with generally accepted actuarial principles, in accordance with standards of practice
prescribed by the Actuarial Standards Board, and that the assumptions and methods are internally consistent
and reasonable for this plan, as prescribed by the CalPERS Board of Administration according to provis ions
set forth in the California Public Employees’ Retirement Law.

The undersigned is an actuary who satisfies the Qualification Standards for Actuaries Issuing Statements of
Actuarial Opinion in the United States with regard to pensions.

Ol t—

DAVID CLEMENT, ASA, MAAA, EA
Senior Pension Actuary, CalPERS
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CalPERS Actuarial Valuation - June 30, 2021
Miscellaneous Plan of the Town of Los Gatos

CalPERS ID: 4589482285
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Page 30

Introduction

This report presents the results of the June 30, 2021 actuarial valuation of the Miscellaneous Plan of the Town
of Los Gatos of the California Public Employees’ Retirement System (CalPERS). This actuarial valuation sets
the minimum required employer contributions for fiscal year (FY) 2023-24.

Purpose of the Report

The actuarial valuation was prepared by the CalPERS Actuarial Office using data as of June 30, 2021. The
purpose of the report is to:

e Setforth the assets and accrued liabilities of this plan as of June 30, 2021;

e Determine the minimum required employer contributions for the FY July 1, 2023 through June 30, 2024;

e Provide actuarial information as of June 30, 2021 to the CalPERS Board of Administration (board) and
other interested parties.

The pension funding information presented in this report should not be used in financial reports subject to
Governmental Accounting Standards Board (GASB) Statement No. 68 for an Agent Employer Defined Benefit
Pension Plan. A separate accounting valuation report for such purposes is available from CalPERS and details
for ordering are available on the CalPERS website (www.calpers.ca.gov).

The measurements shown in this actuarial valuation may not be applicable for other purposes. The agency
should contact the plan actuary before disseminating any portion of this report for any reason that is not
explicitly described above.

Future actuarial measurements may differ significantly from the current measurements presented in this
report due to such factors as the following: plan experience differing from that anticipated by the economic
or demographicassumptions; changesin economicordemographicassumptions; changes in actuarial policies;
changes in plan provisions or applicable law; and differences between the required contributions determined
by the valuation and the actual contributions made by the agency.

Assessment and Disclosure of Risk

This report includes the following risk disclosures consistent with the recommendations of Actuarial Standards
of Practice No. 51 and recommended by the California Actuarial Advisory Panel (CAAP) in the Model Disclosure
Elements document:

e A"Scenario Test,” projecting future results under different investment income returns.

e A "Sensitivity Analysis,” showing the impact on current valuation results using alternative discount
rates 5.8% and 7.8%.

e A "Sensitivity Analysis,” showing the impact on current valuation results assuming rates of mortality
are 10% lower or 10% higher than our current post-retirement mortality assumptions adopted in
2021.

e Plan maturity measures indicating how sensitive a plan may be to the risks noted above.

Page 3




CalPERS Actuarial Valuation - June 30, 2021
Miscellaneous Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Item 5.

Required Contributions

Required Employer Contributions

Employer Normal Cost Rate
Plus
Required Payment on Amortization Bases
Paid either as
1) Monthly Payment
Oor

2) Annual Prepayment Option*

Required PEPRA Member Contribution Rate

Fiscal Year

2023-24

11.42%
$2,411,960
$200,997

$2,333,912

7.25%

The total minimum required employer contribution is the sum of the Plan’s Employer Normal Cost Rate
(expressed as a percentage of payroll and paid as payroll is reported) plus the Employer Unfunded Accrued

Liability (UAL) Contribution Amount (billed monthly (1) or prepaid annually (2) in dollars).

* Only the UAL portion of the employer contribution can be prepaid (which must be received in full no

later than July 31).

For additional detail regarding the determination of the required contribution for PEPRA members, see
"PEPRA Member Contribution Rates” in the "Liabilities and Contributions” section. Required member

contributions for Classic members can be found in Appendix B.

Page 31

Normal Cost Contribution as a Percentage of Payroll

Total Normal Cost
Employee Contribution?!
Employer Normal Cost?

Projected Annual Payroll for Contribution Year

Estimated Employer Contributions Based On
Projected Payroll

Total Normal Cost
Employee Contribution
Employer Normal Cost

Unfunded Liability Contribution
% of Projected Payroll (illustrative only)

Estimated Total Employer Contribution
% of Projected Payroll (illustrative only)

! For classic members, this is the percentage s pecified in the Public Employees’ Retirement Law, net of any reduction from
the use of a modified formula or other factors. For PEPRA members, the member contribution rate is based on 50% of
the normal cost. A development of PEPRA member contribution rates can be found in the “Liabilities and Contributions”

section. Employee cost sharing is not shown in this report.

2 The Employer Normal Cost is a blended rate for all benefit groups in the plan. For a breakout of normal cost by benefit

Fiscal Year Fiscal Year
2022-23 2023-24
17.62% 18.81%
7.42% 7.39%
10.20% 11.42%
$12,756,196 $13,004,007
$2,247,642 $2,446,054
946,510 960,996
1,301,132 1,485,058
2,515,583 2,411,960
19.72% 18.55%
$3,816,715 $3,897,018
29.92% 29.97%

group, see "Normal Cost by Benefit Group”in the “Liabilities and Contributions” section.
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Miscellaneous Plan of the Town of Los Gatos
CalPERS ID: 4589482285
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Additional Discretionary Employer Contributions

The minimum required employer contribution towards the Unfunded Accrued Liability (UAL) for this rate plan
for FY 2023-24 is $2,411,960. CalPERS allows agencies to make additional discretionary payments (ADPs) at
any time and in any amount. These optional payments serve to reduce the UAL and future required
contributions and can result in significant long-term savings. Agencies can also use ADPs to stabilize annual
contributions as a fixed dollar amount, percent of payroll or percent of revenue.

Provided below are select ADP options for consideration. Making such an ADP during FY 2023-24 does not
require an ADP be made in any future year, nor does it change the remaining amortization period of any
portion of unfunded liability. For information on permanent changes to amortization periods, see the
“Amortization Schedule and Alternatives” section of the report.

Agencies considering making an ADP should contact CalPERS for additional information.

Minimum Required Employer Contribution for Fiscal Year 2023-24

Estimated Minimum UAL ADP Total UAL Estimated Total
Normal Cost Payment Contribution Contribution
$1,485,058 $2,411,960 $0 $2,411,960 $3,897,018

Alternative Fiscal Year 2023-24 Employer Contributions for Greater UAL Reduction

Funding Estimated Minimum UAL ADP! Total UAL Estimated Total
Target Normal Cost Payment Contribution Contribution
5 years $1,485,058 $2,411,960 $593,671 $3,005,631 $4,490,689

1 The ADP amounts are assumed to be made in the middle ofthe fisaal year. A payment made earlier or later in the
fiscal year would have to be less or more than the amount shown to have the same effect on the UAL amortization.

Note that the calculations above are based on the projected Unfunded Accrued Liability as of June 30, 2023
as determined in the June 30, 2021 actuarial valuation. New unfunded liabilities can emerge in future years
due to assumption or method changes, changes in plan provisions, and actuarial experience different than
assumed. Making an ADP illustrated above for the indicated number of years will not result in a plan that is
exactly 100% funded in the indicated number of years. Valuation results will vary from one year to the next
and can diverge significantly from projections over a period of several years.
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Plan’s Funded Status

June 30, 2020 June 30, 2021

Item 5.

1. Present Value of Projected Benefits $131,799,672 $141,365,707
2. Entry Age Accrued Liability 115,223,358 121,630,966
3. Market Value of Assets (MVA) 82,711,453 106,171,684
4. Unfunded Accrued Liability (UAL) [(2) - (3)] $32,511,905 $15,459,282
5. Funded Ratio [(3) / (2)] 71.8% 87.3%

The UAL and funded ratio are assessments of the need for future employer contributions based on the
actuarial cost method used to fund the plan. The UAL is the present value of future employer contributions
for service that has already been earned and is in addition to future normal cost contributions for active
members. The funded ratio, on the other hand, is a relative measure of funded status that allows for
comparison between plans of different sizes. For measures of funded status thatare appropriate forassessing
the sufficiency of plan assets to cover estimated termination liabilities, please see “Hypothetical Termination
Liability” in the “Risk Analysis” section.

Projected Employer Contributions

The table below shows the required and projected employer contributions (before cost sharing) for the next
six fiscal years. The projection assumes that all actuarial assumptions will be realized and that no further
changes to assumptions, contributions, benefits, or funding will occur during the projection period. In
particular, the investment return beginning with FY 2021-22 is assumed to be 6.80% per year, net of
investment and administrative expenses. Actual contribution rates during this projection period could be
significantly higher or lower than the projection shown below. The projected normal cost percentages below
reflect that the normal cost will continue to decline over time as new employees are hired into lower cost
benefit tiers. Future contribution requirements may differ significantly from those shown below. The actual
long-term cost of the plan will depend on the actual benefits and expenses paid and the actual i nvestment
experience of the fund.

Required Projected Future Employer Contributions
Contribution| (Assumes 6.80% Return for Fiscal Year 2021-22 and Beyond)
Fiscal Year 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29
Normal Cost % 11.42% 11.2% 11.0% 10.8% 10.6% 10.4%
UAL Payment $2,411,960 | $2,349,000 | $1,890,000 | $1,768,000 | $1,575,000 | $1,394,000
Total as a % of Payroll* 29.97% 28.8% 24.8% 23.3% 21.5% 19.7%
Projected Payroll $13,004,007 | $13,368,119| $13,742,426| $14,127,214| $14,522,776| $14,929,415
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*Tllustrative only and based on the projected payroll shown.

For some sources of UAL, the change in UAL is amortized using a 5-year ramp up. For more information,
please see “Amortization of the Unfunded Actuarial Accrued Liability” under “Actuarial Methods” in Appendix
A. This method phases in the impact of the change in UAL over a 5-year period in order to reduce employer
cost volatility from year to year. As a result of this methodology, dramatic changes in the required em ployer
contributions in any one year are less likely. However, required contributions can cha nge gradually and
significantly over the next five years. In years when there is a large increase in UAL, the relatively small
amortization payments during the ramp up period could result in a funded ratio that is projected to decrease
initially while the contribution impact of the increase in the UAL is phased in.

For projected contributions under alternate investment return scenarios, please see the “Future Investment
Return Scenarios” in the “Risk Analysis” section. Our online pension plan projection tool, Pension Outlook, is
available in the Employers section of the CalPERS website. Pension Outlook can help plan and budget pension
costs under various scenarios.
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CalPERS Actuarial Valuation - June 30, 2021
Miscellaneous Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Item 5.

Cost

Actuarial Determination of Plan Cost

Contributions to fund the plan are comprised of two components:

¢ Normal Cost, expressed as a percentage of total active payroll
e Amortization of the Unfunded Accrued Liability (UAL), expressed as a dollar amount

For fiscal years prior to 2017-18, the Amortization of UAL component was expressed as a percentage of total
active payroll. Starting with FY 2017-18, the Amortization of UAL component is expressed as a dollar amount
and invoiced on a monthly basis. There is an option to prepay this amount during July of each fiscal year.

The Normal Cost component is expressed as a percentage of active payroll with employer and employee
contributions payable as part of the regular payroll reporting process.

The determination of both components requires complex actuarial calculations. The calculations are based on
a set of actuarial assumptions which can be divided into two categories:

e Demographic assumptions (e.g., mortality rates, retirement rates, employment termination rates,

disability rates)
e Economicassumptions (e.g., future investment earnings, inflation, salary growth rates)

These assumptions reflect CalPERS’best estimate of future experience of the plan and are long term in nature.
We recognize thatall assumptionswill not be realized in any given year. Forexample, the investment earnings
at CalPERS have averaged 6.9% over the 20 years ending June 30, 2021, yet individual fiscal year retums
have ranged from -23.6% to +21.3%. In addition, CalPERS reviews all actuarial assumptions by conducting
in-depth experience studies every four years, with the most recent experience study completed in 2021.
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Changes Since the Prior Year’s Valuation

Benefits

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

This valuation generally reflects plan changes by amendments effective before the date of the report. Please
refer to the “Plan’s Major Benefit Options”and Appendix B for a summary of the plan provisions used in this
valuation. The effect of any mandated benefit changes or plan amendments on the unfunded liability is shown
in the “(Gain) / Loss Analysis 6/30/20—6/30/21" and the effect on the employer contribution is shown in the
“Reconciliation of Required Employer Contributions.” It should be noted that no change in liability or
contribution is shown for any plan changes which were already included in the prior year’s valuation.

Actuarial Methods and Assumptions

On November 17, 2021, the board adopted new actuarial assumptions based on the recommendations in the
2021 CalPERS Experience Study and Review of Actuarial Assumptions. This study reviewed the retirement
rates, terminationrates, mortality rates, ratesof salary increases, andinflation assumptions for Public Agencies.
These new assumptions are incorporated in this actuarial valuation and will impact the required contribution
for FY 2023-24. In addition, the board adopted a new asset portfolio as part of its Asset Liability Management
process. The new asset mix supports a 6.80% discount rate, which reflects a change in the price inflation
assumption to 2.30%.

Subsequent Events

The contribution requirements determined in this actuarial valuation report are based on demographic and
financial information as of June 30, 2021. Changes subsequent to that date are not reflected. Investment
returns below the assumed rate of return may increase future required contributions while investment retums
above the assumed rate of return may decrease future required contributions.

The projected employer contributions on Page 6 are calculated under the assumption that the discount rate
remains at 6.8% going forward and that the realized rate of return on assets for FY 2021-22 is 6.8%.

This actuarial valuation report reflects statutory changes, regulatory changes, and board actions through
January 2022. Any subsequent changes or actions are not reflected.
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Reconciliation of the Market Value of Assets

Asset Allocation

CalPERS History of Investment Returns
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Item 5.
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Reconciliation of the Market Value of Assets

1. Market Value of Assets as of 6/30/20 including Receivables $82,711,453
2. Change in Receivables for Service Buybacks 3,128
3. Employer Contributions 9,160,680
4. Employee Contributions 878,208
5. Benefit Payments to Retirees and Beneficiaries (6,270,997)
6. Refunds (68,618)
7. Transfers 0
8. Service Credit Purchase (SCP) Payments and Interest 8,312
9. Administrative Expenses (103,712)
10. Miscellaneous Adjustments (1)
11. Investment Return (Net of Investment Expenses) 19,853,230
12. Market Value of Assets as of 6/30/21 including Receivables $106,171,684
Page 10
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Asset Allocation

CalPERS adheres to an Asset Allocation Strategy which establishes asset class allocation policy targets and
ranges and manages those asset class allocations within their policy ranges. CalPERS Investment Belief No. 6
recognizes that strategic asset allocation is the dominant determinant of portfolio risk and return.

The asset allocation shown below reflects the allocation of the Public Employees’ Retirement Fund (PERF) in
its entirety as of June 30, 2021. The assets for Town of Los Gatos Miscellaneous Plan are part of the PERF
and are invested accordingly.

Policy Target

Current Allocation Allocation
Asset Class as of 6/30/2021 as of 6/30/2021

Public Equity 51.4% 50.0%
Private Equity 8.3% 8.0%
Global Fixed Income 29.8% 28.0%
Real Assets 9.6% 13.0%
Liquidity 1.0% 1.0%
Total Fund Level Portfolios 2.5% 0.0%
Trust Level Financing (2.6%) 0.0%
Total Fund 100.0% 100.0%

On November 17, 2021, the board adopted changes to the strategic asset allocation as shown in the Policy
Target Allocation below expressed as a percentage of total assets.

Strategic Asset Allocation Policy Targets

Policy Target

Allocation
effective
Asset Class 11/17/2021

Global Equity Cap-weighted 30.0%
Global Equity Non-cap-weighted 12.0%
Private Equity 13.0%
Private Debt 5.0%
Emerging Market Sovereign Bonds 5.0%
High Yield Bonds 5.0%
Investment Grade Corporates 10.0%
Mortgage-backed Securities 5.0%
Treasuries 5.0%
Real Assets 15.0%
Leverage (5.0%)
Total Fund 100.0%
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CalPERS History of Investment Returns

The following is a chart with the 20-year historical annual returns of the PERF for each fiscal year ending on
June 30 as reported by the Investment Office. Investment returns reported are net of investment expenses
but without reduction for administrative expenses. The assumed rate of return, however, is net of both
investment and administrative expenses. The Investment Office uses a three-month lag on private assets for
investment performance reporting purposes. This can lead to a timing difference in the returns below and
those used for financial reporting purposes. The investment gain or loss calculationin this report relies on
assets that have been audited and are appropriate for financial reporting. Because of these differences, it is
possible for the Investment Office to report a return higher than the discount rate while the rate plan
experiences an investment loss, or a return lower than the discount rate while the rate plan experiences an
investment gain.

History of Investment Returns (2002 - 2021)
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The table below shows annualized investment returns of the PERF for various time periods ending on June
30, 2021 (figures reported are net of investment expenses but without reduction for administrative expenses).
These returns are the annual rates that if compounded over the indicated number of years would equate to
the actual time-weighted investment performance of the PERF. It should be recognized that in any given year
the rate of return is volatile. The portfolio has an expected volatility of 12.0% per year based on the most
recent Asset Liability Management study. The realized volatility is a measure of the risk of the portfolio
expressed as the standard deviation of the fund’s total monthly return distribution, expressed as an annual
percentage. Due to their volatile nature, when looking at investment returns, it is more instructive to look at
returns over longer time horizons.

Item 5.
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History of CalPERS Compound Annual Rates of Return and Volatilities
1 year 5 year 10 year 20 year 30 year
Compound Annual Return 21.3% 10.3% 8.5% 6.9% 8.4%
Realized Volatility - 7.3% 7.2% 8.5% 8.5%
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Development of Accrued and Unfunded Liabilities
(Gain) / Loss Analysis 6/30/20 - 6/30/21

Schedule of Amortization Bases

Amortization Schedule and Alternatives
Reconciliation of Required Employer Contributions
Employer Contribution History

Funding History

Normal Cost by Benefit Group

PEPRA Member Contribution Rates
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Development of Accrued and Unfunded Liabilities

[y

. Present Value of Projected Benefits

June 30, 2020

June 30, 2021

Item 5.

a) Active Members $43,762,010 $47,556,868
b) Transferred Members 10,616,758 12,121,143
c) Terminated Members 2,518,683 2,841,076
d) Members and Beneficiaries Receiving Payments 74,902,221 78,846,620
e) Total $131,799,672 $141,365,707
2. Present Value of Future Employer Normal Costs $9,021,095 $11,458,455
3. Present Value of Future Employee Contributions $7,555,219 $8,276,286
4. Entry Age Accrued Liability
a) Active Members[(1a) - (2) - (3)] $27,185,696 $27,822,127
b) Transferred Members (1b) 10,616,758 12,121,143
c) Terminated Members (1c) 2,518,683 2,841,076
d) Members and Beneficiaries Receiving Payments (1d) 74,902,221 78,846,620
e) Total $115,223,358 $121,630,966
5. Market Value of Assets (MVA) $82,711,453 $106,171,684
6. Unfunded Accrued Liability (UAL) [(4e) - (5)] $32,511,905 $15,459,282
7. Funded Ratio [(5) / (4e)] 71.8% 87.3%
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(Gain)/Loss Analysis 6/30/20 - 6/30/21

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

1. Total (Gain)/Loss for the Year

Item 5.

a) Unfunded Accrued Liability (UAL) as of 6/30/20 $32,511,905
b) Expected Payment on the UAL during 2020-21 8,076,810
c) Interestthrough 6/30/21 [.07 x (1a)-((1.07)"-1) x (1b)] 1,997,924
d) Expected UAL before all other changes[(1a)-(1b) + (1¢)] 26,433,019
e) Change due to plan changes 0
f) Change due to AL Significant Increase 0
g) Change due to assumption change (5,623)
h) Change due to method change 0
i) Change due to Funding Risk Mitigation 2,804,467
j) Expected UAL after all other changes [(1d) + (1e) + (1f) + (1g) + (1h) + (1i)] 29,231,863
k) Actual UAL as of 6/30/21 15,459,282
I) Total (Gain)/Loss for 2020-21 [(1k) - (1j)] ($13,772,581)
2. Investment (Gain)/Loss for the Year
a) Market Value of Assets as of 6/30/20 $82,711,453
b) Prior Fiscal Year Receivables (33,671)
¢) Current Fiscal Year Receivables 36,798
d) Contributions Received 10,038,889
e) Benefits and Refunds Paid (6,339,615)
f) Transfers, SCP Payments and Interest, and Miscellaneous Adjustments 8,311
g) Expected Return at 7% per year on 2a, 2b, 2d, 2e and 2f 6,077,273
h) Expected Assets asof 6/30/21 [(2a) + (2b) + (2¢) + (2d) + (2e) + (2f) + (29)] 92,499,439
i) Actual Market Value of Assets as of 6/30/21 106,171,684
i) Investment (Gain)/Loss [(2h) - (2i)] ($13,672,245)
3. Non-Investment (Gain)/Loss for the Year
a) Total (Gain)/Loss (11) ($13,772,581)
b) Investment (Gain)/Loss (2j) (13,672,245)
¢) Non-Investment (Gain)/Loss [(3a) - (3b)] ($100,336)
Page 15
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Item 5.

Schedule of Amortization Bases

Below is the schedule of the plan’s amortization bases. Note that there is a two-year lag between the valuation date and the start of the contribution year.

e The assets, liabilities, and funded status of the plan are measured as of the valuation date: June 30, 2021.
e The required employer contributions determined by the valuation are for the fiscal year beginning two years after the valuation date: FY 2023-24.

This two-year lag is necessary due to the amount of time needed to extract and test the membership and financial data, and the need to provide public ag encies with
their required employer contribution well in advance of the start of the fiscal year.

The Unfunded Accrued Liability (UAL) 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 UAL is rolled forward each year by subtracting the expected payment on the UAL for the fiscal
year and adjusting for interest. The expected payment on the UAL for a fiscal year is equal to the Expected Employer Contribu tion for the fiscal year minus the Expected
Normal Cost for the year. The Employer Contribution for the first fiscal year is determined by the actuarial valuation two years ago and the contribution for the second
year is from the actuarial valuation one year ago. Additional discretionary payments are reflected in the Expected Payments column in the fiscal year they were made by

the agency.

Minimum

Ramp Escala- Expected Expected Required

Date Level Ramp tion Amort. Balance Payment Balance Payment Balance Payment

Reason for Base Est. 2023-24 Shape Rate Period 6/30/21 2021-22 6/30/22 2022-23 6/30/23 2023-24
Assumption Change 6/30/03 No Ramp 2.80% 2 1,070,220 293,807 839,363 301,887 584,457 307,764
Method Change 6/30/04 No Ramp 2.80% 3 (110,894) (24,838) (92,766) (25,521) (72,700) (26,006)
Benefit Change 6/30/07 No Ramp 2.80% 5 1,258,476 209,324 1,127,728 215,080 982,141 218,783
Assumption Change 6/30/09 No Ramp 2.80% 8 2,198,854 271,118 2,068,192 278,574 1,920,939 282,535
Special (Gain)/Loss 6/30/09 No Ramp 2.80% 18 2,088,439 154,492 2,070,795 158,741 2,047,560 159,471
Special (Gain)/Loss 6/30/10 No Ramp 2.80% 19 1,758,601 126,084 1,747,886 129,551 1,732,859 130,031
Assumption Change 6/30/11 No Ramp 2.80% 10 1,537,128 163,979 1,472,190 168,489 1,398,176 170,546
Special (Gain)/Loss 6/30/11 No Ramp 2.80% 20 816,238 56,839 813,002 58,402 807,931 58,567
(Gain)/Loss 6/30/12 No Ramp 2.80% 21 1,818,052 123,200 1,814,360 126,588 1,806,915 126,837
Payment (Gain)/Loss 6/30/12 No Ramp 2.80% 21 202,810 13,743 202,399 14,121 201,569 14,149
(Gain)/Loss 6/30/13 100% Up/Down  2.80% 22 8,793,291 613,019 8,757,716 629,877 8,702,300 631,633
(Gain)/Loss 6/30/14 100% Up/Down  2.80% 23 (8,085,864) (548,521) (8,068,839) (563,605) (8,035,068) (564,693)
Assumption Change 6/30/14 100% _Up/Down  2.80% 13 4,532,945 455,815 4,370,127 468,350 4,183,284 473,540
Assumption Change 6/30/16 100% Up/Down  2.80% 15 1,818,815 133,833 1,804,186 171,892 1,749,230 173,470
(Gain)/Loss 6/30/17 100% Up/Down  2.80% 26 (1,911,756) (75,129) (1,964,114) (102,927) (1,991,305) (128,596)
Assumption Change 6/30/17 100% Up/Down 2.80% 16 1,582,721 86,171 1,601,293 118,054 1,588,179 148,793
(Gain)/Loss 6/30/18 80% Up/Down _ 2.80% 27 (715,936) (19,031) (744,952) (29,331) (765,297) (39,048)
Assumption Change 6/30/18 80% Up/Down  2.80% 17 3,547,580 129,364 3,655,125 199,382 3,697,624 267,747
Method Change 6/30/18 80% Up/Down  2.80% 17 774,612 28,247 798,094 43,535 807,374 58,462
Non-Investment (Gain)/Loss 6/30/19 No Ramp 0.00% 18 1,503,143 137,166 1,463,604 137,166 1,421,376 134,763
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Schedule of Amortization Bases (continued)

Minimum

Ramp Escala- Expected Expected Required

Date Level Ramp tion Amort. Balance Payment Balance Payment Balance Payment

Reason for Base Est. 2023-24 Shape Rate Period 6/30/21 2021-22 6/30/22 2022-23 6/30/23 2023-24
Investment (Gain)/Loss 6/30/19 60%  UpOnly 0.00% 18 450,410 9,848 470,861 19,696 482,525 29,013
Investment (Gain)/Loss 6/30/20 40%  UpOnly 0.00% 19 2,011,961 0 2,148,774 47,069 2,246,248 92,337
Non-Investment (Gain)/Loss 6/30/20 No Ramp 0.00% 19 (506,827) 0 (541,291) (49,487) (526,957) (48,597)
Assumption Change 6/30/21 No Ramp 0.00% 20 (5,623) (68,909) 65,208 (70,838) 142,849 12,845
Net Investment (Gain) 6/30/21 20% Up Only 0.00% 20 (10,690,179) 0 (11,417,111) 0 (12,193,475) (262,095)
Non-Investment (Gain)/Loss  6/30/21 No Ramp 0.00% 20 (100,336) 0 (107,159) 0 (114,446) (10,291)
Risk Mitigation 6/30/21 No Ramp 0.00% 1 2,804,467 (93,520) 3,091,818 (96,139) 3,401,416 3,515,162
Risk Mitigation Offset 6/30/21 No Ramp 0.00% 1 (2,982,066) 0 (3,184,846) 0 (3,401,416) (3,515,162)
Total 15,459,282 2,176,101 14,261,643 2,348,606 12,804,288 2,411,960
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Amortization Schedule and Alternatives

The amortization schedule on the previous page shows the minimum contributions required ac cording to the
CalPERS amortization policy. Many agencies have expressed a desire for a more stable pattern of payments
or have indicated interest in paying off the unfunded accrued liabilities more quickly than required. As such,
we have provided alternative amortization schedules to help analyze the current amortization schedule and
illustrate the potential savings of accelerating unfunded liability payments.

Shown on the following page are future year amortization payments based on 1) the curre nt amortization
schedule reflecting the individual bases and remaining periods shown on the previous page, and 2) alternative
“fresh start” amortization schedules using two sample periods that would both resultin interest savings relative
to the current amortization schedule. To initiate a Fresh Start, please contact the plan actuary.

The Current Amortization Schedule typically contains both positive and negative bases. Positive bases result
from plan changes, assumption changes, method changes or plan experience that increase unfunded liability.
Negative bases result from plan changes, assumption changes, method changes, or plan experience that
decrease unfunded liability. The combination of positive and negative bases within an amortization schedule
can result in unusual or problematic circumstances in future years, such as:

¢ When a negative payment would be required on a positive unfunded actuarial liability; or
e Whenthe paymentwould completely amortize the total unfunded liability in a very short time period,
and results in a large change in the employer contribution requirement.

In any year when one of the above scenarios occurs, the actuary will consider corrective action such as
replacing the existing unfunded liability bases with a single “fresh start” base and amortizing it over an
appropriate period.

The Current Amortization Schedule on the following page may appear to show that, based on the current
amortization bases, one of the above scenarios will occur at some point in the future. Itisimpossible to know
today whether such a scenario will in fact arise since there will be additional bases added to the amortization
schedule in each future year. Shouldsuch a scenario arise in any future year, the actuary will take appropriate
action based on guidelines in the CalPERS amortization policy.
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Amortization Schedule and Alternatives
(continued)

Alternative Schedules

Current Amortization
Schedule

5 Year Amortization 0 Year Amortization

Item 5.

Date Balance Payment Balance Payment Balance Payment

6/30/2023 12,804,288 2,411,960 12,804,288 3,005,631 N/A N/A
6/30/2024 11,182,362 2,348,501 10,568,838 3,005,631
6/30/2025 9,515,726 1,889,992 8,181,377 3,005,631
6/30/2026 8,209,600 1,768,242 5,631,569 3,005,632
6/30/2027 6,940,478 1,574,712 2,908,373 3,005,631
6/30/2028 5,785,060 1,394,019

6/30/2029 4,737,807 1,459,443

6/30/2030 3,551,730 1,526,699

6/30/2031 2,215,495 1,243,454

6/30/2032 1,081,114 1,117,267

6/30/2033

6/30/2034

6/30/2035

6/30/2036

6/30/2037

6/30/2038

6/30/2039

6/30/2040

6/30/2041

6/30/2042

6/30/2043

6/30/2044

6/30/2045

6/30/2046

6/30/2047

6/30/2048

6/30/2049

6/30/2050

6/30/2051

6/30/2052

Total 16,734,289 15,028,156 N/A
Interest Paid 3,930,001 2,223,868 N/A

Estimated Savings 1,706,133 N/A
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Reconciliation of Required Employer Contributions

Normal Cost (% of Payroll)
1. For Period 7/1/22—-6/30/23

a) Employer Normal Cost 10.20%
b) Employee contribution 7.42%
c) Total Normal Cost 17.62%

2. Changes since the prior year annual valuation

a) Effect of demographic experience (0.13%)
b) Effect of plan changes 0.00%
¢) Effect of Funding Risk Mitigation 0.76%
d) Effect of assumption changes 0.56%
e) Effect of method changes 0.00%
f) Net effect of the changes above [sum of (a) through (e)] 1.19%

3. For Period 7/1/23-6/30/24

a) Employer Normal Cost 11.42%
b) Employee contribution 7.39%
c) Total Normal Cost 18.81%
Employer Normal Cost Change [(3a) — (1a)] 1.22%
Employee Contribution Change [(3b) — (1b)] (0.03%)

Unfunded Liability Contribution ($)

1. For Period 7/1/22-6/30/23 2,515,583

2. Changes since the prior year annual valuation
a) Effect of adjustments to prior year's amortization schedule 0
b) Effect of elimination of amortization bases 0
c) Effect of progression of amortization bases! 198,884
d) Effect of net investment (gain) after Funding Risk Mitigation? (262,095)
e) Effect of non-investment (gain)/loss during the prior year (10,291)
f) Effect of Funding Risk Mitigation (re-amortize existing bases at 6.8%) (37,629)
g) Effect of Golden Handshake 0
h) Effect of plan changes 0
i) Effect of AL Significant Increase 0
j) Effect of assumption changes 7,508
k) Effect of changes due to Fresh Start or one year recognition of small balances 0
I) Effect of method change 0
m)Net effect of the changes above [sum of (a) through (1)] (103,623)

3. For Period 7/1/23-6/30/24[(1) + (2m)] 2,411,960

The amounts shown for the period 7/1/22 - 6/30/23 may be different if a prepayment of unfunded actuarial
liability is made or a plan change became effective after the prior year’s actuarial valuation was performed.

! Includes scheduled escalation in individual amortization base payments due to the 5-year ramp and payroll growth
assumption used inthe pre-2019 amortization policy.

2 The unfunded liability contribution for the investment (gain)/loss during the year prior to the valuation dateis 20% of the
“full” annual requirement due to the 5-year ramp. Increases to this amount that occur during the ramp period will be
includedinlinec)in future years.
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Employer Contribution History

The table below provides a recent history of the required employer contributions for the plan. The amounts
are based on the actuarial valuation from two years prior and does not account for prepayments or benefit
changes made during a fiscal year. Additional discretionary payments before July 1, 2018 or after June 30,
2021 are notincluded.

Item 5.

Fiscal Employer Unfunded Liability Additional Discretionary
Year Normal Cost Unfunded Rate Payment ($) Payments
2014 -15 10.737% 11.638% N/A N/A
2015-16 10.530% 14.900% N/A N/A
2016-17 10.441% 16.515% N/A N/A
2017 -18 9.932% N/A 1,700,602 N/A
2018 -19 10.001% N/A 1,998,006 0
2019-20 10.226% N/A 2,328,669 4,753,965
2020 -21 10.458% N/A 2,563,289 5,631,307
2021 -22 10.37% N/A 2,736,531
2022 -23 10.20% N/A 2,515,583
2023 - 24 11.42% N/A 2,411,960

Funding History

The table below shows the recent history of actuarial accrued liability, market value of assets, unfunded

accrued liability, funded ratio and annual covered payroll.
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Accrued Market Value Unfunded Annual

Valuation Liability of Assets Accrued Funded Covered

Date (AL) (MVA) Liability (UAL) Ratio Payroll
6/30/2012 $78,518,032 $53,401,456 $25,116,576 68.0% $9,138,998
6/30/2013 81,189,610 58,626,172 22,563,438 72.2% 8,161,471
6/30/2014 87,887,082 66,990,804 20,896,278 76.2% 8,240,718
6/30/2015 90,796,173 66,288,507 24,507,666 73.0% 8,930,406
6/30/2016 94,603,822 64,502,429 30,101,393 68.2% 8,761,524
6/30/2017 99,902,777 69,526,822 30,375,955 69.6% 9,319,861
6/30/2018 107,075,648 73,291,140 33,784,508 68.4% 9,938,654
6/30/2019 112,050,553 76,137,861 35,912,692 67.9% 10,889,467
6/30/2020 115,223,358 82,711,453 32,511,905 71.8% 11,759,144
6/30/2021 121,630,966 106,171,684 15,459,282 87.3% 11,970,102
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Normal Cost by Benefit Group

The table below displays the Total Normal Cost broken out by benefit group for FY 2023-24. The Total Nomal
Cost is the annual cost of service accrual for the fiscal year for active employees and can be viewed as the
long-term contribution rate for the benefits contracted. Generally, the normal cost for a benefit group subject
to more generous benefit provisions will exceed the normal cost for a group with less generous ben efits.
However, based on the characteristics of the members (particularly when the number of actives is small), this
may not be the case. Future measurements of the Total Normal Cost for each group may differ significantly
from the current values due to such factors as: changes in the demographics of the group, changes in
economic and demographic assumptions, changes in plan benefits or applicable law.

Total Normal

Rate Plan Cost Number of Payroll on
Identifier Benefit Group Name FY 2023-24 Actives 6/30/2021
946 Miscellaneous First Level 21.82% 32 $3,511,394
27442 Miscellaneous PEPRA Level 15.18% 62 $5,114,292
30563 Miscellaneous Second Level 21.28% 25 $3,344,416
Plan Total 18.81% 119 $11,970,102

Note that if a Benefit Group above has multiple bargaining units, each of which has separately contracted for
different benefits such as Employer Paid Member Contributions, then the Normal Cost shownfor the respective
benefit level does not reflect those differences. Additionally, if a Second Level Benefit Group amended to the
same benefit formula as a First Level Benefit Group, their Normal Costs may be dissimilar due to demographic
or other population differences. For questions in these situations, please contact the plan actuary.

Item 5.
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PEPRA Member Contribution Rates

The California Public Employees’ Pension Reform Act of 2013 (“PEPRA") established new benefit formulas,
final compensation period, and contribution requirements for “new” employees (generally those first hired
into a CalPERS-covered position on or after January 1, 2013). In accordance with Government Code section
7522.30(b), “new members ... shall have an initial contribution rate of at least 50% of the normal cost rate.”
The normal cost for the planis dependent on the benefit levels, actuarial assumptions, and demographics of
the plan, particularly members’ entry age into the plan. Should the total normal cost of the plan change by
more than 1% from the base total normal cost established for the plan, the new member rate shall be 50%
of the new normal cost rounded to the nearest quarter percent.

The table below shows the determination of the PEPRA member contribution rates effective July 1, 2023,
based on 50% of the Total Normal Cost for each respective plan as of the June 30, 2021 valuation.

Basis for Current Rate Rates Effective July 1, 2023
Total Total
Rate Plan Normal Member Normal Change Member
Identifier Benefit Group Name Cost Rate Cost Change Needed Rate
27442 ["j/fj"a”eous PEPRA 14.430%  7.25%  15.18% 0.750% No 7.25%

For purposes of setting member rates, it is preferable to determine total normal cost using a large active
population so that the rate remains relatively stable. While each CalPERS non-pooled plan has a sufficiently
large active population for this purpose, the PEPRA active population by itself may not be sufficiently large.
The total PEPRA normal cost will be determined based on the plan’s PEPRA membership only if the number
of members covered under the PEPRA formula meets either:

1. 50% of the active population, or
2. 25% of the active population and 100 or more PEPRA members

Until one of these conditions is met, the plan’s total PEPRA normal cost will be determined using the entire
active plan population (both PEPRA and Classic) based on the PEPRA benefit provisions. For this reason, the
PEPRA member contribution rate determined in the table above may not equal 50 % of the total normal cost
of the PEPRA group shown on the “Normal Cost by Benefit Group” page.
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Future Investment Return Scenarios

Analysis using the investment return scenarios from the Asset Liability Management process completed in
2021 was performed to determine the effects of various future investment returns on required employer
contributions. The projections below reflect the impact of the CalPERS Funding Risk Mitigation policy. The
projected normal cost rates reflect that the rates are anticipated to decline over time as new employees are
hired into lower-cost benefit tiers. The projections also assume that all other actuarial assumptions will be
realized and that no further changes in assumptions, contributions, benefits, or funding will occur.

The first table shows projected contribution requirements if the fund were to earn either 3.0% or 10.8%
annually. These alternate investment returns were chosen because 90% of long-term average returns are
expected to fall between them over the 20-year period ending June 30, 2041.

Item 5.

Assumed Annual Return . - -
FY 2021-22 Projected Employer Contributions

through FY 2040-41 | gy 2024-25 | FY 2025-26 | FY 2026-27 | FY 2027-28 | FY 2028-29
3.0% (5 percentile)

Normal Cost Rate 11.2% 11.0% 10.8% 10.6% 10.4%

UAL Contribution $2,446,000 $2,185,000 $2,361,000 $2,566,000 $2,887,000
10.8% (95 percentile)

Normal Cost Rate 11.4% 11.5% 11.5% 11.5% 11.5%

UAL Contribution $2,259,000 $1,194,000 $0 $0 $0

Required contributions outside of this range are also possible. In particular, whereas it is unlikely that
investment returns will average less than 3.0% or greater than 10.8% over a 20-year period, the likelihood
of a single investment return less than 3.0% or greater than 10.8% in any given year is much greater. The
following analysis illustrates the effect of an extreme, single year investment return.

The portfolio has an expected volatility (or standard deviation) of 12.0% per year. Accordingly, in any given
year there is a 16% probability that the annual return will be -5.2% or less and a 2.5% probability that the
annual return will be -17.2% or less. These returns represent one and two standard deviations below the
expected return of 6.8%.

The following table shows the effect of a one or two standard deviation investment loss in FY 2021-22 on the
FY 2024-25 contribution requirements. Note that a single-year investment gain or loss decreases or increases
the required UAL contribution amount incrementally for each of the next five years, not just one, due to the
5-year ramp in the amortization policy. However, the contribution requirements beyond the first year are also
impacted by investment returns beyond the first year. Historically, significant downturns in the market are
often followed by higher than average returns. Such investment gains would offset the impact of these single
year negative returns in years beyond FY 2024-25.

Required Projected
Assumed Annual Return for Employer Employer
Fiscal Year 2021-22 Contributions Contributions
FY 2023-24 FY 2024-25
(17.2%) (2 standard deviation loss)
Normal Cost Rate 11.42% 11.2%
UAL Contribution $2,411,960 $2,967,000
(5.2%) (1 standard deviation loss)
Normal Cost Rate 11.42% 11.2%
UAL Contribution $2,411,960 $2,658,000
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o Without investment gains (returns higher than 6.8%) in year FY 2022-23 or later, projected
contributions rates would continue to rise over the next four years due to the continued phase-in of
the impact of the illustrated investment loss in FY 2021-22.

e The Pension Outlook Tool can be used to model projected contributions for these scenarios beyond
FY 2024-25 as well as to model other investment returns scenarios.
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Discount Rate Sensitivity

The discount rate assumption is calculated as the sum of the assumed real rate of return and the assumed
annual price inflation, currently 4.5% and 2.3%, respectively. Changing either the price inflation assumption
or the real rate of return assumption will change the discount rate. The sensitivity of the valuation results to
the discount rate assumption depends on which component of the discount rate is changed. Shown below are
various valuation results as of June 30, 2021 assuming alternate discount rates by changing the two
components independently. Results are shown using the current discount rate of 6.8% as well as alternate
discount rates of 5.8% and 7.8%. The rates of 5.8% and 7.8% were selected since they illustrate the impact

of a 1.0% increase or decrease to the 6.8% assumption.

Sensitivity to the Real Rate of Return Assumption

1% Lower Current 1% Higher

As of June 30, 2021 Real Return Rate Assumptions Real Return Rate
Discount Rate 5.8% 6.8% 7.8%
Price Inflation 2.3% 2.3% 2.3%
Real Rate of Return 3.5% 4.5% 5.5%
a) Total Normal Cost 23.56% 18.81% 15.19%
b) Accrued Liability $137,705,496 $121,630,966 $108,422,385
c) Market Value of Assets $106,171,684 $106,171,684 $106,171,684
d) Unfunded Liability/(Surplus) [(b) - (c)] $31,533,812 $15,459,282 $2,250,701
e) Funded Ratio 77.1% 87.3% 97.9%
Sensitivity to the Price Inflation Assumption

1% Lower Current 1% Higher

As of June 30, 2021 Inflation Rate Assumptions Inflation Rate
Discount Rate 5.8% 6.8% 7.8%
Price Inflation 1.3% 2.3% 3.3%
Real Rate of Return 4.5% 4.5% 4.5%
a) Total Normal Cost 19.83% 18.81% 17.04%
b) Accrued Liability $125,692,745 $121,630,966 $112,008,893
c) Market Value of Assets $106,171,684 $106,171,684 $106,171,684
d) Unfunded Liability/(Surplus) [(b) - (c)] $19,521,061 $15,459,282 $5,837,209
e) Funded Ratio 84.5% 87.3% 94.8%
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Mortality Rate Sensitivity

The following table looks at the change in the June 30, 2021 plan costs and funded status under two different

longevity scenarios, namely assuming rates of post-retirement mortality are 10% lower or 10% higher than

our current mortality assumptions. This type of analysis highlights the impact on the plan of improving or

worsening mortality over the long term.

10% Lower Current 10% Higher
As of June 30, 2021 Mortality Rates Assumptions Mortality Rates

a) Total Normal Cost 19.11% 18.81% 18.53%
b) Accrued Liability $124,177,090 $121,630,966 $119,294,197
c) Market Value of Assets $106,171,684 $106,171,684 $106,171,684
d) Unfunded Liability/(Surplus) [(b) - (c)] $18,005,406 $15,459,282 $13,122,513
e) Funded Ratio 85.5% 87.3% 89.0%
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Maturity Measures

As pension plans mature they become more sensitive to risks. Understanding plan maturity and how it affects
the ability of a pension plan sponsor to tolerate risk is important in understanding how the plan is impacted
by investment return volatility, other economic variables and changes in longevity or other demographic
assumptions. One way to look at the maturity level of CalPERS and its plansis to look at the ratio of a plan’s
retiree liability to its total liability. A pension plan in its infancy will have a very low ratio of retiree liability to
total liability. As the plan matures, the ratio increases. A mature plan will often have a ratio above 60%-65%.

Ratio of Retiree Accrued Liability to

Item 5.

Total Accrued Liability June 30, 2020 June 30, 2021

1. Retiree Accrued Liability 74,902,221 78,846,620
2. Total Accrued Liability 115,223,358 121,630,966
3. Ratio of Retiree AL to Total AL [(1) / (2)] 65% 65%

Another measure of the maturity level of CalPERS and its plans is the ratio of actives to retirees, also called
the support ratio. A pension plan in its infancy will have a very high ratio of active to retired members. As the
plan matures and members retire, the ratio declines. A mature plan will often have a ratio near or below one.

To calculate the support ratio for the rate plan, all retirees and beneficiaries receiving a continuance are
counted as one, even though they may have only worked a portion of their careers as an active member of
this rate plan. For this reason, the support ratio, while intuitive, may be less informative than the ratio of
retiree liability to total accrued liability above. The support ratio for all CalPERS public agency plans is 0.82.
Note that to calculate the support ratio for all public agency plans, a retiree with service from more than one
CalPERS agency is counted as a retiree more than once, consistent with how the support ratio is calculated
for the individual rate plan.

Support Ratio June 30, 2020 June 30, 2021

1. Number of Actives 120 119
2. Number of Retirees 247 255
3. Support Ratio [(1) / (2)] 0.49 0.47

The actuarial calculations supplied in this communication are based on various assumptions about long-term
demographic and economic behavior. Unless these assumptions (e.g., terminations, deaths, disabilities,
retirements, salary growth, investment return) are exactly realized each year, there will be differenceson a
year-to-year basis. The year-to-year differences between actual experience and the assumptions are called
actuarial gains and losses and serve to lower or raise required employer contributions from one year to the

next. Therefore, employer contributions will inevitably fluctuate, especially due to the ups and downs of
investment returns.
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Maturity Measures (continued)

Asset Volatility Ratio

Shown in the table below is the asset volatility ratio (AVR), which is the ratio of market value of assets to
payroll. Plans that have a higher AVR experience more volatile employer contributions (as a percentage of
payroll) due to investment return. For example, a plan with AVR of 8 may experience twice the contribution
volatility due to investment return volatility than a plan with AVR of 4. It should be noted that this ratio is a
measure of the current situation. It increases over time but generally tends to stabilize as a plan matures.

Liability Volatility Ratio

Also shown in the table below is the liability volatility ratio (LVR), which is the ratio of accrued liability to
payroll. Plans that have a higher LVR experience more volatile employer contributions (as a percentage of
payroll) due to changes in liability. Forexample, a plan with LVR of 8 is expected to have twice the contribution
volatility of a plan with LVR of 4 when there is a change in accrued liability, such as when there is a change
in actuarial assumptions. It should be noted that this ratio indicates a longer-term potential for contribution
volatility, since the AVR, described above, will tend to move closer to the LVR as the funded ratio approaches
100%.

Contribution Volatility June 30, 2020 June 30, 2021
1. Market Value of Assets without Receivables $82,677,782 $106,134,885
2. Payroll 11,759,144 11,970,102
3. Asset Volatility Ratio (AVR) [(1) / (2)] 7.0 8.9
4, Accrued Liability $115,223,358 $121,630,966
5. Liability Volatility Ratio (LVR) [(4) / (2)] 9.8 10.2

Maturity Measures History

Ratio of

Retiree Accrued Liability Asset Liability

to Support Volatility Volatility
Valuation Date Total Accrued Liability Ratio Ratio Ratio
6/30/2017 66% 0.49 7.5 10.7
6/30/2018 66% 0.48 7.4 10.8
6/30/2019 65% 0.48 7.0 10.3

6/30/2020 65% 0.49 7.0 9.8

6/30/2021 65% 0.47 8.9 10.2
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Hypothetical Termination Liability

The hypothetical termination liability is an estimate of the finandial position of the plan had the contract with
CalPERS been terminated as of June 30, 2021. The plan liability on a termination basis is calculated differenty
from the plan’s ongoing funding liability. For this hypothetical termination liability calculation, both
compensation and service are frozen as of the valuation date and no future pay increases or service accruals
are assumed. This measure of funded status is not appropriate for assessing the need for future employer
contributions in the case of an ongoing plan, that is, for an employer that continues to provide CalPERS
retirement benefits to active employees.

A more conservative investment policy and asset allocation strategy was adopted by the board for the
Terminated Agency Pool. The Terminated Agency Pool has limited funding sources since no future employer
contributions will be made. Therefore, expected benefit payments are secured by risk-free assets and benefit
security for members is increased while limiting the funding risk. However, this asset allocation has a lower
expected rate of return than the PERFand consequently, a lower discount rate assumption. The lower discount
rate for the Terminated Agency Pool results in higher liabilities for terminated plans.

The effective termination discount rate will depend on actual market rates of return for risk-free securities on
the date of termination. As market discount rates are variable the table below shows a range for the
hypothetical termination liability based on the lowest and highest interest rates observed during an
approximate 19-month period from 12 months before the valuation date to seven months after.

Hypothetical Unfunded Hypothetical Unfunded

Market Termination Termination Termination Termination
Value of Liabilityl.2 Funded Liability Liability2 Funded Liability
Assets (MVA) at 1.00% Ratio at 1.00% at 2.25% Ratio at 2.25%

$106,171,684 $270,842,016 39.2% $164,670,332 $223,908,253 47.4% $117,736,569

1 The hypothetical liabilities calculated above include a 5% contingency load. The contingency load and other actuarial
assumptions canbe found in AppendixA.

2 The discountrate used for termination valuations is a weighted average of the 10-year and 30-year U.S. Treasury yields
where the weights are based on matching asset and liability durations as of the termination date. The discount rates
used in the table are based on 20-year Treasury bonds, rounded to the nearest quarter percentage point, which is a
good proxy for most plans. The 20-year Treasury yield was 2.00% on June 30,2021, the valuation date.

Inorder to terminate the plan, first contact our Pension Contract Servicesunitto initiate a Resolution of Intent
to Terminate. The completed Resolution will allow the plan actuary to provide a preliminary termination
valuation with a more up-to-date estimate of the plan liabilities. Before beginning this process, please consult
with the plan actuary.
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Plan’s Major Benefit Options

Shown below is a summary of the major optional benefits for which the agency has contracted. A description of principal standard and optional plan provisions

is in Appendix B.

Benefit Group

Member Category Misc Misc Misc Misc Misc
Demographics
Actives No Yes Yes Yes No
Transfers/Separated Yes Yes Yes Yes No
Receiving Yes Yes No Yes Yes
Benefit Provision
Benefit Formula 2% @ 55 2.5% @ 55 2% @ 62 2% @ 60

Social Security Coverage No No No No

Full/Modified Full Full Full Full
Employee Contribution Rate 8.00% 7.25% 7.00%
Final Average Compensation Period One Year One Year Three Year Three Year
Sick Leave Credit No No No No
Non-Industrial Disability Standard Standard Standard Standard
Industrial Disability No No No No
Pre-Retirement Death Benefits

Optional Settlement 2 No No No No

1959 Survivor Benefit Level Level 4 Level 4 Level 4 Level 4

Special No No No No

Alternate (firefighters) No No No No
Post-Retirement Death Benefits

Lump Sum $500 $500 $500 $500 $500

Survivor Allowance (PRSA) Yes Yes Yes Yes Yes
COLA 2% 2% 2% 2% 2%
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Actuarial Data

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

Actuarial Methods

Actuarial Cost Method

The actuarial cost method used is the Entry Age Actuarial Cost Method. Under this method, projected benefits
are determined for all members and the associated liabilities are spread in a manner that produces level
annual cost as a percentage of pay in each year from the member’s entry age to their assumed retirement
age on the valuation date. The cost allocated to the current fiscal year is called the normal cost.

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

CalPERS uses an in-house proprietary actuarial model for calculating plan costs. We believe this model is fit
for its intended purpose and meets all applicable Actuarial Standards of Practice. Furthermore, the actuarial
results of our model are independently confirmed periodically by outside auditing actuaries. The actuaral
assumptions used are internally consistent and the generated results are reasonable.

Amortization of Unfunded Actuarial Accrued Liability

The excess of the total actuarial accrued liability over the market value of plan assets is called the unfunded
actuarial accrued liability (UAL). Funding requirements are determined by adding the normal cost and a
payment toward the UAL. The UAL payment is equal to the sum of individual amortization payments, each
representing a different source of UAL for a given measurement period.

Amortization payments are determined according to the CalPERS amortization policy. The board adopted a
new policy effective for the June 30, 2019 actuarial valuation. The new policy applies prospectively only;
amortization bases (sources of UAL) established prior to the June 30, 2019 valuation will continue to be
amortized according to the prior policy.

Prior Policy (Bases Established prior to June 30, 2019)

Amortization payments are determined as a level percentage of payroll whereby the payment increases each
year at an escalation rate. Gains or losses are amortized over a fixed 30-year period with a 5-year ramp up
at the beginning and a 5-year ramp down at the end of the amortization period. All changes in liability due to
planamendments (otherthan golden handshakes) are amortized over a 20-year period with no ramp. Changes
in actuarial assumptions or changes in actuarial methodology are amortized over a 20-year period with a 5-
year ramp up at the beginningand a 5-year ramp down at the end of the amortization period. Changes in
unfunded accrued liability due to a Golden Handshake will be amortized over a period of five years. Bases
established prior to June 30, 2013 may be amortized differently. A summary is provided in the following table:
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Source
(Gain)/Loss
Non- Assumption/Method Benefit Golden
Driver Investment investment Change Change Handshake
Amortization
Period 30 Years 30 Years 20 Years 20 Years 5 Years
Escalation Rate
- Active Plans 2.80% 2.80% 2.80% 2.80% 2.80%
- Inactive Plans 0% 0% 0% 0% 0%
Ramp Up 5 5 5 0 0
Ramp Down 5 5 5 0 0

The 5-yearramp up means thatthe paymentsin the first four years of the amortization period are 20%, 40%,
60% and 80% of the “full” payment which begins in year five. The 5-year ramp down means that the reverse
is true in the final four years of the amortization period.

Current Policy (Bases Established on or after June 30, 2019)

Amortization payments are determined as a level dollar amount. Investment gains or losses are amortized
overa fixed 20-year period with a 5-yearramp up at the beginningof the amortization period. Non-investment
gains or losses are amortized over a fixed 20-year period with no ramps. All changes in liability due to plan
amendments (other than golden handshakes) are amortized over a 20-year period with no ramps. Changes
in actuarial assumptions or changes in actuarial methodology are amortized over a 20-year period with no
ramps. Changes in unfunded accrued liability due to a Golden Handshake are amortized over a period of five
years. Asummary is provided in the table below:

Source
(Gain)/Loss
Assumption/
Non- Method Benefit Golden
Investment investment Change Change Handshake

Amortization Period 20 Years 20 Years 20 Years 20 Years 5 Years
Escalation Rate 0% 0% 0% 0% 0%
Ramp Up 5 0 0 0 0
Ramp Down 0 0 0 0 0
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Exceptions for Inconsistencies

An exception to the amortization rules above is used whenever their application results in inconsistencies. In
these cases, a “fresh start” approach is used. This means that the current unfunded actuarial liability is

projected and amortized over a set number of years. For example, a fresh start is needed in the following
situations:

¢ When a negative payment would be required on a positive unfunded actuarial liability; or
¢ Whenthe paymentwould completely amortize the total unfunded liability in a very short time period,
and results in a large change in the employer contribution requirement.

It should be noted that the actuary may determine that a fresh start is necessary under other circumstances.

In all cases of a fresh start, the period is set by the actuary at whatis deemed appropriate; however, the
period will not be greater than 20 years.
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Exceptions for Plans in Surplus

If a surplus exists (i.e., the Market Value of Assets exceeds the plan’s accrued liability) any prior
amortization layers shall be considered fully amortized, and the surplus shall not be amortized.

In the event of any subsequent unfunded liability, a Fresh Start shall be used with an amortization period of
20 years or less.

Exceptions for Small Amounts

Where small unfunded liabilities are identified in annual valuations which result in small payment amounts,
the actuary may shorten the remaining period for these bases.

e When the balance of a single amortization base has an absolute value less than $250, the
amortization period is reduced to one year.

e When the entire unfunded liability is a small amount, the actuary may perform a Fresh Start and
use an appropriate amortization period.

Exceptions for Inactive Plans

The following exceptions apply to plans classified as Inactive. These plans have no active members and no
expectation to have active members in the future.

e Amortization of the unfunded liability is on a “level dollar” basis rather than a “level percent of pay”
basis. For amortization layers, which utilize a ramp up and ramp down, the “ultimate” payment is
constant.

e Actuarial judgment will be used to shorten amortization periods for Inactive plans with existing
periods that are deemed too long given the duration of the liability. The specific demographics of the
plan will be used to determine if shorter periods may be more appropriate.

Exceptions for Inactive Agencies

For a public agency with no active members in any CalPERS rate plan, the unfunded liability shall be
amortized over a closed amortization period of no more than 15 years.

Asset Valuation Method

The Actuarial Value of Assets is set equal to the market value of assets. Asset values include accounts
receivable.

PEPRA Normal Cost Rate Methodology

Per Government Code Section 7522.30(b), the “normal cost rate” shall meanthe annual actuarially determined
normal cost for the plan of retirement benefits provided to the new member and shall be established based
on actuarial assumptions used to determine the liabilities and costs as part of the annual actuarial valuation.
The plan of retirement benefits shall include any elements that would impact the actuarial determination of
the normal cost, including, but not limited to, the retirement formula, eligibility and vesting criteria, ancillary
benefit provisions, and any automatic cost-of-living adjustments as determined by the public retirement
system.

For purposes of setting member rates, it is preferable to determine total normal cost using a large active
population so that the rate remains relatively stable. While each CalPERS non-pooled plan has a sufficiently
large active population for this purpose, the PEPRA active population by itself may not be sufficiently large.
The total PEPRA normal cost will be determined based on the plan’s PEPRA membership only if the number
of members covered under the PEPRA formula meets either:

1. 50% of the active population, or
2. 25% of the active population and 100 or more PEPRA members

Until one of these conditions is met, the plan’s total PEPRA normal cost will be determined using the entire
active plan population (both PEPRA and Classic) based on the PEPRA benefit provisions.
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Actuarial Assumptions

In 2021, CalPERS completed its most recent asset liability management study incorporating actuarial
assumptions and strategic asset allocation. In November 2021, the board adopted changes to the asset
allocation that increased the expected volatility of returns. The adopted asset allocation was expected to have
a long-term blended return that continued to support a discount rate assumption of 6.80%. The board also
approved several changes to the demographic assumptions that more closely aligned with actual experience.

For more details and additional rationale for the selection of the actuarial assumptions, please refer to the
CalPERS Experience Study and Review of Actuarial Assumptions report from November 2021 thatcan be found
on the CalPERS website under: Forms and Publications. Click on “View All” and search for Experience Study.

All actuarial assumptions (except the discount rates used for the hypothetical termination liability) represent
an estimate of future experience rather than observations of the estimates inherent in market data.

Economic Assumptions

Discount Rate
The prescribed discount rate assumption, adopted by the board on November 17, 2021, is 6.80%
compounded annually (net of investment and administrative expenses) as of June 30, 2021.

Termination Liability Discount Rate
The current discount rate assumption used for termination valuations is a weighted average of the
10-yearand 30-year U.S. Treasury yields where the weightsare basedon matching asset and liability
durations as of the termination date.

The hypothetical termination liabilities in this report are calculated using an observed range of m arket
interest rates. This range is based on the lowest and highest 20-year Treasury bond observed during
an approximate 19-month period from 12 months before the valuation date to seven months after.
The 20-year Treasury bond has a similar duration to most plan liabilities and serves as a good proxy
for the termination discount rate. The 20-year Treasury yield was 2.00% on June 30, 2021.
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Salary Growth

Annualincreasesvary by category, entry age, and duration of service. Asample of assumedincreases
are shown below. Wage inflation assumption in the valuation year (2.80% for 2021) is added to

these factors for total salary

growth.

Public Agency Miscellaneous

Duration of Service (Entry Age 20) (Entry Age 30) (Entry Age 40)
0 0.0764 0.0621 0.0521
1 0.0663 0.0528 0.0424
2 0.0576 0.0449 0.0346
3 0.0501 0.0381 0.0282
4 0.0435 0.0324 0.0229
5 0.0378 0.0276 0.0187
10 0.0201 0.0126 0.0108
15 0.0155 0.0102 0.0071
20 0.0119 0.0083 0.0047
25 0.0091 0.0067 0.0031
30 0.0070 0.0054 0.0020

Public Agency Fire

Duration of Service

(Entry Age 20) (Entry Age 30) (Entry Age 40)

0.1517
0.1191
0.0936
0.0735
0.0577
0.0453
0.0188
0.0165
0.0145
0.0127
0.0112

0.1549
0.1138
0.0835
0.0613
0.0451
0.0331
0.0143
0.0124
0.0108
0.0094
0.0082

Public Agency Police

0.0631
0.0517
0.0423
0.0346
0.0284
0.0232
0.0077
0.0088
0.0101
0.0115
0.0132

Duration of Service

(Entry Age 20) (Entry Age 30) (Entry Age 40)

0.1181
0.0934
0.0738
0.0584
0.0462
0.0365
0.0185
0.0183
0.0181
0.0179
0.0178

0.1051
0.0812
0.0628
0.0485
0.0375
0.0290
0.0155
0.0150
0.0145
0.0141
0.0136

0.0653
0.0532
0.0434
0.0353
0.0288
0.0235
0.0118
0.0131
0.0145
0.0161
0.0179
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Salary Growth (continued)

Public Agency County Peace Officers

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

0.1053
0.0805
0.0616
0.0471
0.0360
0.0276
0.0142
0.0124
0.0108
0.0094
0.0083

0.0890
0.0674
0.0510
0.0387
0.0293
0.0222
0.0072
0.0073
0.0074
0.0075
0.0077

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

0 0.1238
1 0.0941
2 0.0715
3 0.0544
4 0.0413
5 0.0314
10 0.0184
15 0.0174
20 0.0164
25 0.0155
30 0.0147
Schools
0 0.0275
1 0.0422
2 0.0422
3 0.0422
4 0.0388
5 0.0308
10 0.0236
15 0.0182
20 0.0145
25 0.0124
30 0.0075

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

Price Inflation
2.30% compounded annually.

Wage Inflation

0.0275
0.0373
0.0373
0.0373
0.0314
0.0239
0.0160
0.0135
0.0109
0.0102
0.0053

0.0200
0.0298
0.0298
0.0298
0.0245
0.0179
0.0121
0.0103
0.0085
0.0058
0.0019

2.80% compounded annually (used in projecting individual salary increases).

Payroll Growth

2.80% compounded annually (used in projecting the payroll over which the unfunded liability is
amortized for level percent of payroll bases). This assumption is used for all plans with active

members.

Non-valued Potential Additional Liabilities

The potential liability loss fora cost-of-living increase exceeding the 2.30% price inflation assumption
and any potential liability loss from future member service purchases that are not reflected in the

valuation.

Miscellaneous Loading Factors

Credit for Unused Sick Leave

Total years of service is increased by 1% for those plansthathave adopted the provision of providing

Credit for Unused Sick Leave.

Item 5.




CalPERS Actuarial Valuation — June 30, 2021 Appendix A Item 5.

Actuarial Methods and Assumptions

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

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

Termination Liability
The termination liabilities include a 5% contingency load. This load is for unforeseen improvements
in mortality.

Demographic Assumptions

Pre-Retirement Mortality

The mortality assumptions are based on mortality rates resulting from the most recent CalPERS
Experience Study adopted by the CalPERS Board in November 2021. For purposes of the mortality
rates, the rates incorporate generational mortality to capture on-going mortality improvement.
Generational mortality explicitly assumes that members born more recently will live longer than the
members born before them thereby capturing the mortality improvement seen in the past and
expected continued improvement. Formore details, pleasereferto the 2021 experience study report
that can be found on the CalPERS website

Rates vary by age and gender are shown in the table below. This table only contains a sample of the
2017 base table rates for illustrative purposes. The non-industrial death rates are used for all plans.
The industrial death rates are used for Safety plans (except for local Safety members described in
Section 20423.6 where the agency has not specifically contracted for industrial death benefits.)

Miscellaneous Safety
Non-Industrial Death Non-Industrial Death Industrial Death
(Not Job-Related) (Not Job-Related) (Job-Related)
Age Male Female Male Female Male Female

20 0.00039 0.00014 0.00038 0.00014 0.00004 0.00002
25 0.00033 0.00013 0.00034 0.00018 0.00004 0.00002
30 0.00044 0.00019 0.00042 0.00025 0.00005 0.00003
35 0.00058 0.00029 0.00048 0.00034 0.00005 0.00004
40 0.00075 0.00039 0.00055 0.00042 0.00006 0.00005
45 0.00093 0.00054 0.00066 0.00053 0.00007 0.00006
50 0.00134 0.00081 0.00092 0.00073 0.00010 0.00008
55 0.00198 0.00123 0.00138 0.00106 0.00015 0.00012
60 0.00287 0.00179 0.00221 0.00151 0.00025 0.00017
65 0.00403 0.00250 0.00346 0.00194 0.00038 0.00022
70 0.00594 0.00404 0.00606 0.00358 0.00067 0.00040
75 0.00933 0.00688 0.01099 0.00699 0.00122 0.00078
80 0.01515 0.01149 0.02027 0.01410 0.00225 0.00157

e The pre-retirement mortality rates above are for2017 andare projected generationally for future
years using 80% of the Society of Actuaries’ Scale MP-2020.

e Miscellaneous plans usually have industrial death rates set to zero unless the agency has
specifically contracted for industrial death benefits. If so, each non-industrial death rate shown
above will be split into two components: 99% will become the non-industrial death rate and 1%
will become the industrial death rate.

Page 67




CalPERS Actuarial Valuation — June 30, 2021
Actuarial Methods and Assumptions

Appendix A

Page 68

Post-Retirement Mortality

Rates vary by age, type of retirement, and gender. See sample rates in table below. These rates are

used for all plans.

Non-Industrially Disabled

Healthy Recipients

(Not Job-Related)

Industrially Disabled
(Job-Related)

Age Male Female Male Female Male Female
50 0.00267 0.00199 0.01701 0.01439 0.00430 0.00311
55 0.00390 0.00325 0.02210 0.01734 0.00621 0.00550
60 0.00578 0.00455 0.02708 0.01962 0.00944 0.00868
65 0.00857 0.00612 0.03334 0.02276 0.01394 0.01190
70 0.01333 0.00996 0.04001 0.02910 0.02163 0.01858
75 0.02391 0.01783 0.05376 0.04160 0.03446 0.03134
80 0.04371 0.03403 0.07936 0.06112 0.05853 0.05183
85 0.08274 0.06166 0.11561 0.09385 0.10137 0.08045
90 0.14539 0.11086 0.16608 0.14396 0.16584 0.12434
95 0.24665 0.20364 0.24665 0.20364 0.24665 0.20364
100 0.36198 0.31582 0.36198 0.31582 0.36198 0.31582
105 0.52229 0.44679 0.52229 0.44679 0.52229 0.44679
110 1.00000 1.00000 1.00000 1.00000 1.00000 1.00000

The post-retirement mortality rates above are for 2017 and are projected generationally for future
years using 80% of the Society of Actuaries’ Scale MP-2020.

Marital Status

For active members, a percentage who are married upon retirement is assumed according to the

member category as shown in the following table.

Member Catego

ry

Percent Married

Miscellaneous Member
Local Police

Local Fire

Other Local Safety
School Police

Local County Peace Officers

Age of Spouse

70%
85%
85%
70%
85%
75%

Itis assumed that female spouses are 3 years younger than male spouses. This assumption is used

for all plans.

Terminated Members

It is assumed that terminated members refund immediately if non-vested. Terminated members who
are vested are assumed to retire at age 59 for Miscellaneous members and age 54 for Safety

members.
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Termination with Refund

Rates vary by entry age and service for Miscellaneous plans. Rates vary by service for Safety plans.

See sample rates in tables below.

Public Agency Miscellaneous

Duration of

Service Entry Age 20  Entry Age 25

Entry Age30  Entry

Age 35

Entry Age 40

Entry Age 45

Page 69

Male Female Male Female Male

Female Male Female

Male Female

Male Female

0.1851 0.1944 0.1769 0.1899 0.1631
0.1531 0.1673 0.1432 0.1602 0.1266
0.1218 0.1381 0.1125 0.1307 0.0970

0.0672 0.0801 0.0616 0.0752 0.0524

0
1
2
3 0.0927 0.1085 0.0852 0.1020 0.0727
4
5

0.0463 0.0551 0.0423 0.0517 0.0358
10 0.0112 0.0140 0.0101 0.0129 0.0083
15 0.0000 0.0000 0.0000 0.0000 0.0000
20 0.0000 0.0000 0.0000 0.0000 0.0000
25 0.0000 0.0000 0.0000 0.0000 0.0000
30 0.0000 0.0000 0.0000 0.0000 0.0000
35 0.0000 0.0000 0.0000 0.0000 0.0000

0.1824 0.1493
0.1484 0.1101
0.1183 0.0815
0.0912 0.0601
0.0670 0.0431
0.0461 0.0292
0.0112 0.0064
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000

Public Agency Safety

0.1749
0.1366
0.1058
0.0804
0.0587
0.0404
0.0094
0.0000
0.0000
0.0000
0.0000
0.0000

0.1490 0.1731
0.1069 0.1323
0.0771 0.0998
0.0556 0.0737
0.0392 0.0523
0.0261 0.0350
0.0048 0.0071
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000

0.1487 0.1713
0.1037 0.1280
0.0726 0.0938
0.0511 0.0669
0.0352 0.0459
0.0230 0.0296
0.0033 0.0049
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000

Duration of

Service Fire Police County Peace Officer
Male Female Male Female Male Female

0 0.1022 0.1317 0.1298 0.1389 0.1086 0.1284

1 0.0686 0.1007 0.0789 0.0904 0.0777 0.0998

2 0.0441 0.0743 0.0464 0.0566 0.0549 0.0759

3 0.0272 0.0524 0.0274 0.0343 0.0385 0.0562

4 0.0161 0.0349 0.0170 0.0206 0.0268 0.0402

5 0.0092 0.0214 0.0113 0.0128 0.0186 0.0276

10 0.0015 0.0000 0.0032 0.0047 0.0046 0.0038
15 0.0000 0.0000 0.0000 0.0000 0.0023 0.0036
20 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
25 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
30 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
35 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

e The police terminationand refund ratesare alsousedfor Public Agency Local Prosecutors, Other

Safety, Local Sheriff, and School Police.
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Schools
Duration of
Service Entry Age 20  Entry Age 25 Entry Age 30  Entry Age 35 Entry Age 40  Entry Age 45
Male Female Male Female Male Female Male Female Male Female Male Female
0 0.2054 0.2120 0.1933 0.1952 0.1730 0.1672 0.1527 0.1392 0.1423 0.1212 0.1318 0.1032
1 0.1922 0.2069 0.1778 0.1883 0.1539 0.1573 0.1300 0.1264 0.1191 0.1087 0.1083 0.0910
2 0.1678 0.1859 0.1536 0.1681 0.1298 0.1383 0.1060 0.1086 0.0957 0.0934 0.0853 0.0782
3 0.1384 0.1575 0.1256 0.1417 0.1042 0.1155 0.0829 0.0893 0.0736 0.0774 0.0643 0.0656
4 0.1085 0.1274 0.0978 0.1143 0.0800 0.0925 0.0622 0.0707 0.0542 0.0620 0.0462 0.0533
5 0.0816 0.0991 0.0732 0.0887 0.0590 0.0713 0.0449 0.0539 0.0383 0.0476 0.0317 0.0413
10 0.0222 0.0248 0.0200 0.0221 0.0163 0.0174 0.0125 0.0128 0.0094 0.0100 0.0063 0.0072
15 0.0106 0.0132 0.0095 0.0113 0.0077 0.0083 0.0058 0.0052 0.0040 0.0039 0.0021 0.0026
20 0.0059 0.0065 0.0050 0.0054 0.0035 0.0036 0.0021 0.0019 0.0010 0.0009 0.0000 0.0000
25 0.0029 0.0034 0.0025 0.0029 0.0018 0.0020 0.0010 0.0012 0.0005 0.0006 0.0000 0.0000
30 0.0012 0.0015 0.0011 0.0013 0.0011 0.0011 0.0010 0.0009 0.0005 0.0005 0.0000 0.0000
35 0.0006 0.0007 0.0006 0.0007 0.0005 0.0006 0.0005 0.0005 0.0003 0.0002 0.0000 0.0000
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Termination with Vested Benefits
Rates vary by entry age and service for Miscellaneous plans. Rates vary by service for Safety plans.
See sample rates in tables below.

Public Agency Miscellaneous

Item 5.

Duration of
Service Entry Age 20 Entry Age 25 Entry Age 30 Entry Age 35 Entry Age 40
Male Female Male Female Male Female Male Female Male Female
5 0.0381 0.0524 0.0381 0.0524 0.0358 0.0464 0.0334 0.0405 0.0301 0.0380
10 0.0265 0.0362 0.0265 0.0362 0.0254 0.0334 0.0244 0.0307 0.0197 0.0236
15 0.0180 0.0252 0.0180 0.0252 0.0166 0.0213 0.0152 0.0174 0.0119 0.0132
20 0.0141 0.0175 0.0141 0.0175 0.0110 0.0131 0.0079 0.0087 0.0000 0.0000
25 0.0084 0.0108 0.0084 0.0108 0.0064 0.0076 0.0000 0.0000 0.0000 0.0000
30 0.0047 0.0056 0.0047 0.0056 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
35 0.0038 0.0041 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
Public Agency Safety
Duration of

Service Fire Police County Peace Officer

Male Female Male Female Male Female

5 0.0089 0.0224 0.0156 0.0272 0.0177 0.0266

10 0.0066 0.0164 0.0113 0.0198 0.0126 0.0189

15 0.0048 0.0120 0.0083 0.0144 0.0089 0.0134

20 0.0035 0.0088 0.0060 0.0105 0.0063 0.0095

25 0.0024 0.0061 0.0042 0.0073 0.0042 0.0063

30 0.0012 0.0031 0.0021 0.0037 0.0021 0.0031

35 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

e After termination with vested benefits, a Miscellaneous member is assumed to retire at age 59
and a Safety member at age 54.
e The Police termination with vested benefits rates are also used for Public Agency Local
Prosecutors, Other Safety, Local Sheriff, and School Police.
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Schools
Duration of
Service Entry Age 20 Entry Age 25 Entry Age 30 Entry Age 35 Entry Age 40
Male Female Male Female Male Female Male Female Male Female
5 0.0359 0.0501 0.0359 0.0501 0.0332 0.0402 0.0305 0.0304 0.0266 0.0272
10 0.0311 0.0417 0.0311 0.0417 0.0269 0.0341 0.0228 0.0265 0.0193 0.0233
15 0.0193 0.0264 0.0193 0.0264 0.0172 0.0220 0.0151 0.0175 0.0123 0.0142
20 0.0145 0.0185 0.0145 0.0185 0.0113 0.0141 0.0080 0.0097 0.0000 0.0000
25 0.0089 0.0123 0.0089 0.0123 0.0074 0.0093 0.0000 0.0000 0.0000 0.0000
30 0.0057 0.0064 0.0057 0.0064 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
35 0.0040 0.0049 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
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Non-Industrial (Not Job-Related) Disability

Rates vary by age and gender for Miscellaneous plans. Rates vary by age and category for Safety

plans.
Miscellaneous Fire Police County Peace Officer Schools
Age Male Female Male and Female Male and Female Male and Female Male Female
20 0.0001 0.0000 0.0001 0.0001 0.0001 0.0000 0.0002
25 0.0001 0.0001 0.0001 0.0001 0.0001 0.0000 0.0002
30 0.0002 0.0003 0.0001 0.0001 0.0001 0.0002 0.0002
35 0.0004 0.0007 0.0001 0.0002 0.0003 0.0005 0.0004
40 0.0009 0.0012 0.0001 0.0002 0.0006 0.0010 0.0008
45 0.0015 0.0019 0.0002 0.0003 0.0011 0.0019  0.0015
50 0.0015 0.0019 0.0004 0.0005 0.0016 0.0027  0.0021
55 0.0014 0.0013 0.0006 0.0007 0.0009 0.0024 0.0017
60 0.0012 0.0009 0.0006 0.0011 0.0005 0.0020 0.0010
e The Miscellaneous non-industrial disability rates are used for Local Prosecutors.
e The police non-industrial disability ratesare also used for Other Safety, Local Sheriff, and School
Police.
Industrial (Job-Related) Disability
Rates vary by age and category.
Age Fire Police County Peace Officer
20 0.0001 0.0000 0.0004
25 0.0002 0.0017 0.0013
30 0.0006 0.0048 0.0025
35 0.0012 0.0079 0.0037
40 0.0023 0.0110 0.0051
45 0.0040 0.0141 0.0067
50 0.0208 0.0185 0.0092
55 0.0307 0.0479 0.0151
60 0.0438 0.0602 0.0174
e The police industrial disability rates are also used for Local Sheriff and Other Safety.
e 50% of the police industrial disability rates are used for School Police.
e 1% of the police industrial disability rates are used for Local Prosecutors.
e Normally, rates are zero for Miscellaneous plans unless the agency has specifically contracted
for industrial disability benefits. If so, each Miscellaneous non-industrial disability rate will be
split into two components: 50% will become the non-industrial disability rate and 50% will
become the industrial disability rate.
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Service Retirement

Retirement rates vary by age, service, and formula, except for the Safety Half Pay at 55 and 2% at
55 formulas, where retirement rates vary by age only.

Public Agency Miscellaneous 1.5% at 65

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.008 0.011 0.013 0.015 0.017 0.019
51 0.007 0.010 0.012 0.013 0.015 0.017
52 0.010 0.014 0.017 0.019 0.021 0.024
53 0.008 0.012 0.015 0.017 0.019 0.022
54 0.012 0.016 0.019 0.022 0.025 0.028
55 0.018 0.025 0.031 0.035 0.038 0.043
56 0.015 0.021 0.025 0.029 0.032 0.036
57 0.020 0.028 0.033 0.038 0.043 0.048
58 0.024 0.033 0.040 0.046 0.052 0.058
59 0.028 0.039 0.048 0.054 0.060 0.067
60 0.049 0.069 0.083 0.094 0.105 0.118
61 0.062 0.087 0.106 0.120 0.133 0.150
62 0.104 0.146 0.177 0.200 0.223 0.251
63 0.099 0.139 0.169 0.191 0.213 0.239
64 0.097 0.136 0.165 0.186 0.209 0.233
65 0.140 0.197 0.240 0.271 0.302 0.339
66 0.092 0.130 0.157 0.177 0.198 0.222
67 0.129 0.181 0.220 0.249 0.277 0.311
68 0.092 0.129 0.156 0.177 0.197 0.221
69 0.092 0.130 0.158 0.178 0.199 0.224
70 0.103 0.144 0.175 0.198 0.221 0.248
Public Agency Miscellaneous 2% at 60
Duration of Service
Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.010 0.011 0.014 0.014 0.017 0.017
51 0.017 0.013 0.014 0.010 0.010 0.010
52 0.014 0.014 0.018 0.015 0.016 0.016
53 0.015 0.012 0.013 0.010 0.011 0.011
54 0.006 0.010 0.017 0.016 0.018 0.018
55 0.012 0.016 0.024 0.032 0.036 0.036
56 0.010 0.014 0.023 0.030 0.034 0.034
57 0.006 0.018 0.030 0.040 0.044 0.044
58 0.022 0.023 0.033 0.042 0.046 0.046
59 0.039 0.033 0.040 0.047 0.050 0.050
60 0.063 0.069 0.074 0.090 0.137 0.116
61 0.044 0.058 0.066 0.083 0.131 0.113
62 0.084 0.107 0.121 0.153 0.238 0.205
63 0.173 0.166 0.165 0.191 0.283 0.235
64 0.120 0.145 0.164 0.147 0.160 0.172
65 0.138 0.160 0.214 0.216 0.237 0.283
66 0.198 0.228 0.249 0.216 0.228 0.239
67 0.207 0.242 0.230 0.233 0.233 0.233
68 0.201 0.234 0.225 0.231 0.231 0.231
69 0.152 0.173 0.164 0.166 0.166 0.166
70 0.200 0.200 0.200 0.200 0.200 0.200
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Service Retirement

Public Agency Miscellaneous 2% at 55

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.014 0.014 0.017 0.021 0.023 0.024
51 0.013 0.017 0.017 0.018 0.018 0.019
52 0.013 0.018 0.018 0.020 0.020 0.021
53 0.013 0.019 0.021 0.024 0.025 0.026
54 0.017 0.025 0.028 0.032 0.033 0.035
55 0.045 0.042 0.053 0.086 0.098 0.123
56 0.018 0.036 0.056 0.086 0.102 0.119
57 0.041 0.046 0.056 0.076 0.094 0.120
58 0.052 0.044 0.048 0.074 0.106 0.123
59 0.043 0.058 0.073 0.092 0.105 0.126
60 0.059 0.064 0.083 0.115 0.154 0.170
61 0.087 0.074 0.087 0.107 0.147 0.168
62 0.115 0.123 0.151 0.180 0.227 0.237
63 0.116 0.127 0.164 0.202 0.252 0.261
64 0.084 0.138 0.153 0.190 0.227 0.228
65 0.167 0.187 0.210 0.262 0.288 0.291
66 0.187 0.258 0.280 0.308 0.318 0.319
67 0.195 0.235 0.244 0.277 0.269 0.280
68 0.228 0.248 0.250 0.241 0.245 0.245
69 0.188 0.201 0.209 0.219 0.231 0.231
70 0.229 0.229 0.229 0.229 0.229 0.229
Public Agency Miscellaneous 2.5% at 55
Duration of Service
Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.014 0.017 0.027 0.035 0.046 0.050
51 0.019 0.021 0.025 0.030 0.038 0.040
52 0.018 0.020 0.026 0.034 0.038 0.037
53 0.013 0.021 0.031 0.045 0.052 0.053
54 0.025 0.025 0.030 0.046 0.057 0.068
55 0.029 0.042 0.064 0.109 0.150 0.225
56 0.036 0.047 0.068 0.106 0.134 0.194
57 0.051 0.047 0.060 0.092 0.116 0.166
58 0.035 0.046 0.062 0.093 0.119 0.170
59 0.029 0.053 0.072 0.112 0.139 0.165
60 0.039 0.069 0.094 0.157 0.177 0.221
61 0.080 0.077 0.086 0.140 0.167 0.205
62 0.086 0.131 0.149 0.220 0.244 0.284
63 0.135 0.135 0.147 0.214 0.222 0.262
64 0.114 0.128 0.158 0.177 0.233 0.229
65 0.112 0.174 0.222 0.209 0.268 0.273
66 0.235 0.254 0.297 0.289 0.321 0.337
67 0.237 0.240 0.267 0.249 0.267 0.277
68 0.258 0.271 0.275 0.207 0.210 0.212
69 0.117 0.208 0.266 0.219 0.250 0.270
70 0.229 0.229 0.229 0.229 0.229 0.229
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Service Retirement

Public Agency Miscellaneous 2.7% at 55

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.011 0.016 0.022 0.033 0.034 0.038
51 0.018 0.019 0.023 0.032 0.031 0.031
52 0.019 0.020 0.026 0.035 0.034 0.037
53 0.020 0.020 0.025 0.043 0.048 0.053
54 0.018 0.030 0.040 0.052 0.053 0.070
55 0.045 0.058 0.082 0.138 0.208 0.278
56 0.057 0.062 0.080 0.121 0.178 0.222
57 0.045 0.052 0.071 0.106 0.147 0.182
58 0.074 0.060 0.074 0.118 0.163 0.182
59 0.058 0.067 0.086 0.123 0.158 0.187
60 0.087 0.084 0.096 0.142 0.165 0.198
61 0.073 0.084 0.101 0.138 0.173 0.218
62 0.130 0.133 0.146 0.187 0.214 0.249
63 0.122 0.140 0.160 0.204 0.209 0.243
64 0.104 0.124 0.154 0.202 0.214 0.230
65 0.182 0.201 0.242 0.264 0.293 0.293
66 0.272 0.249 0.273 0.285 0.312 0.312
67 0.182 0.217 0.254 0.249 0.264 0.264
68 0.223 0.197 0.218 0.242 0.273 0.273
69 0.217 0.217 0.217 0.217 0.217 0.217
70 0.227 0.227 0.227 0.227 0.227 0.227
Public Agency Miscellaneous 3% at 60
Duration of Service
Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.015 0.020 0.025 0.039 0.040 0.044
51 0.041 0.034 0.032 0.041 0.036 0.037
52 0.024 0.020 0.022 0.039 0.040 0.041
53 0.018 0.024 0.032 0.047 0.048 0.057
54 0.033 0.033 0.035 0.051 0.049 0.052
55 0.137 0.043 0.051 0.065 0.076 0.108
56 0.173 0.038 0.054 0.075 0.085 0.117
57 0.019 0.035 0.059 0.088 0.111 0.134
58 0.011 0.040 0.070 0.105 0.133 0.162
59 0.194 0.056 0.064 0.081 0.113 0.163
60 0.081 0.085 0.133 0.215 0.280 0.333
61 0.080 0.090 0.134 0.170 0.223 0.292
62 0.137 0.153 0.201 0.250 0.278 0.288
63 0.128 0.140 0.183 0.227 0.251 0.260
64 0.174 0.147 0.173 0.224 0.239 0.264
65 0.152 0.201 0.262 0.299 0.323 0.323
66 0.272 0.273 0.317 0.355 0.380 0.380
67 0.218 0.237 0.268 0.274 0.284 0.284
68 0.200 0.228 0.269 0.285 0.299 0.299
69 0.250 0.250 0.250 0.250 0.250 0.250
70 0.245 0.245 0.245 0.245 0.245 0.245
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Service Retirement

Public Agency Miscellaneous 2% at 62

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.000 0.000 0.000 0.000 0.000 0.000
51 0.000 0.000 0.000 0.000 0.000 0.000
52 0.005 0.008 0.012 0.015 0.019 0.031
53 0.007 0.011 0.014 0.018 0.021 0.032
54 0.007 0.011 0.015 0.019 0.023 0.034
55 0.010 0.019 0.028 0.036 0.061 0.096
56 0.014 0.026 0.038 0.050 0.075 0.108
57 0.018 0.029 0.039 0.050 0.074 0.107
58 0.023 0.035 0.048 0.060 0.073 0.099
59 0.025 0.038 0.051 0.065 0.092 0.128
60 0.031 0.051 0.071 0.091 0.111 0.138
61 0.038 0.058 0.079 0.100 0.121 0.167
62 0.044 0.074 0.104 0.134 0.164 0.214
63 0.077 0.105 0.134 0.163 0.192 0.237
64 0.072 0.101 0.129 0.158 0.187 0.242
65 0.108 0.141 0.173 0.206 0.239 0.300
66 0.132 0.172 0.212 0.252 0.292 0.366
67 0.132 0.172 0.212 0.252 0.292 0.366
68 0.120 0.156 0.193 0.229 0.265 0.333
69 0.120 0.156 0.193 0.229 0.265 0.333
70 0.120 0.156 0.193 0.229 0.265 0.333

Service Retirement

Public Agency Fire Half Pay at 55 and 2% at 55

Age Rate
50 0.016
51 0.000
52 0.034
53 0.020
54 0.041
55 0.075

Age Rate
56 0.111
57 0.000
58 0.095
59 0.044
60 1.000

Public Agency Police Half Pay at 55 and 2% at 55

Age Rate
50 0.026
51 0.000
52 0.016
53 0.027
54 0.010
55 0.167

Age Rate
56 0.069
57 0.051
58 0.072
59 0.070
60 0.300
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Service Retirement

Public Agency Police 2% at 50

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.018 0.077 0.056 0.046 0.043 0.046
51 0.022 0.087 0.060 0.048 0.044 0.047
52 0.020 0.102 0.081 0.071 0.069 0.075
53 0.016 0.072 0.053 0.045 0.042 0.046
54 0.006 0.071 0.071 0.069 0.072 0.080
55 0.009 0.040 0.099 0.157 0.186 0.186
56 0.020 0.051 0.108 0.165 0.194 0.194
57 0.036 0.072 0.106 0.139 0.156 0.156
58 0.001 0.046 0.089 0.130 0.152 0.152
59 0.066 0.094 0.119 0.143 0.155 0.155
60 0.177 0.177 0.177 0.177 0.177 0.177
61 0.134 0.134 0.134 0.134 0.134 0.134
62 0.184 0.184 0.184 0.184 0.184 0.184
63 0.250 0.250 0.250 0.250 0.250 0.250
64 0.177 0.177 0.177 0.177 0.177 0.177
65 1.000 1.000 1.000 1.000 1.000 1.000

e These rates also apply to County Peace officers, Local Prosecutors, Local Sheriff, School Police,
and Other Safety.

Service Retirement

Public Agency Fire 2% at 50

Duration of Service

Age 5 Years 10 Years 15Years 20Years 25Years 30 Years
50 0.054 0.054 0.056 0.080 0.064 0.066
51 0.020 0.020 0.021 0.030 0.024 0.024
52 0.037 0.037 0.038 0.054 0.043 0.045
53 0.051 0.051 0.053 0.076 0.061 0.063
54 0.082 0.082 0.085 0.121 0.097 0.100
55 0.139 0.139 0.139 0.139 0.139 0.139
56 0.129 0.129 0.129 0.129 0.129 0.129
57 0.085 0.085 0.085 0.085 0.085 0.085
58 0.119 0.119 0.119 0.119 0.119 0.119
59 0.167 0.167 0.167 0.167 0.167 0.167
60 0.152 0.152 0.152 0.152 0.152 0.152
61 0.179 0.179 0.179 0.179 0.179 0.179
62 0.179 0.179 0.179 0.179 0.179 0.179
63 0.179 0.179 0.179 0.179 0.179 0.179
64 0.179 0.179 0.179 0.179 0.179 0.179
65 1.000 1.000 1.000 1.000 1.000 1.000
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Service Retirement

Public Agency Police 3% at 55

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.019 0.053 0.045 0.054 0.057 0.061
51 0.002 0.017 0.028 0.044 0.053 0.060
52 0.002 0.031 0.037 0.051 0.059 0.066
53 0.026 0.049 0.049 0.080 0.099 0.114
54 0.019 0.034 0.047 0.091 0.121 0.142
55 0.006 0.115 0.141 0.199 0.231 0.259
56 0.017 0.188 0.121 0.173 0.199 0.199
57 0.008 0.137 0.093 0.136 0.157 0.157
58 0.017 0.126 0.105 0.164 0.194 0.194
59 0.026 0.146 0.110 0.167 0.195 0.195
60 0.155 0.155 0.155 0.155 0.155 0.155
61 0.210 0.210 0.210 0.210 0.210 0.210
62 0.262 0.262 0.262 0.262 0.262 0.262
63 0.172 0.172 0.172 0.172 0.172 0.172
64 0.227 0.227 0.227 0.227 0.227 0.227
65 1.000 1.000 1.000 1.000 1.000 1.000

e These rates also apply to County Peace officers, Local Prosecutors, Local Sheriff, School Police,
and Other Safety.

Service Retirement

Public Agency Fire 3% at 55

Duration of Service

Age 5 Years 10 Years 15Years 20Years 25Years 30 Years
50 0.003 0.006 0.013 0.019 0.025 0.028
51 0.004 0.008 0.017 0.026 0.034 0.038
52 0.005 0.011 0.022 0.033 0.044 0.049
53 0.005 0.034 0.024 0.038 0.069 0.138
54 0.007 0.047 0.032 0.051 0.094 0.187
55 0.010 0.067 0.046 0.073 0.134 0.266
56 0.010 0.063 0.044 0.069 0.127 0.253
57 0.135 0.100 0.148 0.196 0.220 0.220
58 0.083 0.062 0.091 0.120 0.135 0.135
59 0.137 0.053 0.084 0.146 0.177 0.177
60 0.162 0.063 0.099 0.172 0.208 0.208
61 0.598 0.231 0.231 0.231 0.231 0.231
62 0.621 0.240 0.240 0.240 0.240 0.240
63 0.236 0.236 0.236 0.236 0.236 0.236
64 0.236 0.236 0.236 0.236 0.236 0.236
65 1.000 1.000 1.000 1.000 1.000 1.000
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Service Retirement

Public Agency Police 3% at 50

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.124 0.103 0.113 0.143 0.244 0.376
51 0.060 0.081 0.087 0.125 0.207 0.294
52 0.016 0.055 0.111 0.148 0.192 0.235
53 0.072 0.074 0.098 0.142 0.189 0.237
54 0.018 0.049 0.105 0.123 0.187 0.271
55 0.069 0.074 0.081 0.113 0.209 0.305
56 0.064 0.108 0.113 0.125 0.190 0.288
57 0.056 0.109 0.160 0.182 0.210 0.210
58 0.108 0.129 0.173 0.189 0.214 0.214
59 0.093 0.144 0.204 0.229 0.262 0.262
60 0.343 0.180 0.159 0.188 0.247 0.247
61 0.221 0.221 0.221 0.221 0.221 0.221
62 0.213 0.213 0.213 0.213 0.213 0.213
63 0.233 0.233 0.233 0.233 0.233 0.233
64 0.234 0.234 0.234 0.234 0.234 0.234
65 1.000 1.000 1.000 1.000 1.000 1.000

e These rates also apply to County Peace officers, Local Prosecutors, Local Sheriff, School Police,
and Other Safety.

Service Retirement

Public Agency Fire 3% at 50

Duration of Service

Age 5 Years 10 Years 15Years 20Years 25Years 30 Years
50 0.095 0.048 0.053 0.093 0.134 0.175
51 0.016 0.032 0.053 0.085 0.117 0.149
52 0.013 0.032 0.054 0.087 0.120 0.154
53 0.085 0.044 0.049 0.089 0.129 0.170
54 0.038 0.065 0.074 0.105 0.136 0.167
55 0.042 0.043 0.049 0.085 0.132 0.215
56 0.133 0.103 0.075 0.113 0.151 0.209
57 0.062 0.048 0.060 0.124 0.172 0.213
58 0.124 0.097 0.092 0.153 0.194 0.227
59 0.092 0.071 0.078 0.144 0.192 0.233
60 0.056 0.044 0.061 0.131 0.186 0.233
61 0.282 0.219 0.158 0.198 0.233 0.260
62 0.292 0.227 0.164 0.205 0.241 0.269
63 0.196 0.196 0.196 0.196 0.196 0.196
64 0.197 0.197 0.197 0.197 0.197 0.197
65 1.000 1.000 1.000 1.000 1.000 1.000
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Service Retirement

Public Agency Police 2% at 57

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.040 0.040 0.040 0.040 0.040 0.080
51 0.028 0.028 0.028 0.028 0.040 0.066
52 0.028 0.028 0.028 0.028 0.043 0.061
53 0.028 0.028 0.028 0.028 0.057 0.086
54 0.028 0.028 0.028 0.032 0.069 0.110
55 0.050 0.050 0.050 0.067 0.099 0.179
56 0.046 0.046 0.046 0.062 0.090 0.160
57 0.054 0.054 0.054 0.072 0.106 0.191
58 0.060 0.060 0.060 0.066 0.103 0.171
59 0.060 0.060 0.060 0.069 0.105 0.171
60 0.113 0.113 0.113 0.113 0.113 0.171
61 0.108 0.108 0.108 0.108 0.108 0.128
62 0.113 0.113 0.113 0.113 0.113 0.159
63 0.113 0.113 0.113 0.113 0.113 0.159
64 0.113 0.113 0.113 0.113 0.113 0.239
65 1.000 1.000 1.000 1.000 1.000 1.000

e These rates also apply to County Peace officers, Local Prosecutors, Local Sheriff, School Police,
and Other Safety.

Service Retirement

Public Agency Fire 2% at 57

Duration of Service

Age 5 Years 10 Years 15Years 20Years 25Years 30 Years
50 0.005 0.005 0.005 0.005 0.008 0.012
51 0.006 0.006 0.006 0.006 0.009 0.013
52 0.012 0.012 0.012 0.012 0.019 0.028
53 0.033 0.033 0.033 0.033 0.050 0.075
54 0.045 0.045 0.045 0.045 0.069 0.103
55 0.061 0.061 0.061 0.061 0.094 0.140
56 0.055 0.055 0.055 0.055 0.084 0.126
57 0.081 0.081 0.081 0.081 0.125 0.187
58 0.059 0.059 0.059 0.059 0.091 0.137
59 0.055 0.055 0.055 0.055 0.084 0.126
60 0.085 0.085 0.085 0.085 0.131 0.196
61 0.085 0.085 0.085 0.085 0.131 0.196
62 0.085 0.085 0.085 0.085 0.131 0.196
63 0.085 0.085 0.085 0.085 0.131 0.196
64 0.085 0.085 0.085 0.085 0.131 0.196
65 1.000 1.000 1.000 1.000 1.000 1.000
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Service Retirement

Public Agency Police 2.5% at 57

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.050 0.050 0.050 0.050 0.050 0.100
51 0.038 0.038 0.038 0.038 0.055 0.089
52 0.038 0.038 0.038 0.038 0.058 0.082
53 0.036 0.036 0.036 0.036 0.073 0.111
54 0.036 0.036 0.036 0.041 0.088 0.142
55 0.061 0.061 0.061 0.082 0.120 0.217
56 0.056 0.056 0.056 0.075 0.110 0.194
57 0.060 0.060 0.060 0.080 0.118 0.213
58 0.072 0.072 0.072 0.079 0.124 0.205
59 0.072 0.072 0.072 0.083 0.126 0.205
60 0.135 0.135 0.135 0.135 0.135 0.205
61 0.130 0.130 0.130 0.130 0.130 0.153
62 0.135 0.135 0.135 0.135 0.135 0.191
63 0.135 0.135 0.135 0.135 0.135 0.191
64 0.135 0.135 0.135 0.135 0.135 0.287
65 1.000 1.000 1.000 1.000 1.000 1.000

e These rates also apply to County Peace officers, Local Prosecutors, Local Sheriff, School Police,
and Other Safety.

Service Retirement

Public Agency Fire 2.5% at 57

Duration of Service

Age 5 Years 10 Years 15Years 20Years 25Years 30 Years
50 0.007 0.007 0.007 0.007 0.010 0.015
51 0.008 0.008 0.008 0.008 0.012 0.018
52 0.016 0.016 0.016 0.016 0.025 0.038
53 0.042 0.042 0.042 0.042 0.064 0.096
54 0.057 0.057 0.057 0.057 0.088 0.132
55 0.074 0.074 0.074 0.074 0.114 0.170
56 0.066 0.066 0.066 0.066 0.102 0.153
57 0.090 0.090 0.090 0.090 0.139 0.208
58 0.071 0.071 0.071 0.071 0.110 0.164
59 0.066 0.066 0.066 0.066 0.101 0.151
60 0.102 0.102 0.102 0.102 0.157 0.235
61 0.102 0.102 0.102 0.102 0.157 0.236
62 0.102 0.102 0.102 0.102 0.157 0.236
63 0.102 0.102 0.102 0.102 0.157 0.236
64 0.102 0.102 0.102 0.102 0.157 0.236
65 1.000 1.000 1.000 1.000 1.000 1.000
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Service Retirement

Public Agency Police 2.7% at 57

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.050 0.050 0.050 0.050 0.050 0.100
51 0.040 0.040 0.040 0.040 0.058 0.094
52 0.038 0.038 0.038 0.038 0.058 0.083
53 0.038 0.038 0.038 0.038 0.077 0.117
54 0.038 0.038 0.038 0.044 0.093 0.150
55 0.068 0.068 0.068 0.091 0.134 0.242
56 0.063 0.063 0.063 0.084 0.123 0.217
57 0.060 0.060 0.060 0.080 0.118 0.213
58 0.080 0.080 0.080 0.088 0.138 0.228
59 0.080 0.080 0.080 0.092 0.140 0.228
60 0.150 0.150 0.150 0.150 0.150 0.228
61 0.144 0.144 0.144 0.144 0.144 0.170
62 0.150 0.150 0.150 0.150 0.150 0.213
63 0.150 0.150 0.150 0.150 0.150 0.213
64 0.150 0.150 0.150 0.150 0.150 0.319
65 1.000 1.000 1.000 1.000 1.000 1.000

e These rates also apply to County Peace officers, Local Prosecutors, Local Sheriff, School Police,
and Other Safety.

Service Retirement

Public Agency Fire 2.7% at 57

Duration of Service

Age 5 Years 10 Years 15Years 20Years 25Years 30 Years
50 0.007 0.007 0.007 0.007 0.010 0.015
51 0.008 0.008 0.008 0.008 0.013 0.019
52 0.016 0.016 0.016 0.016 0.025 0.038
53 0.044 0.044 0.044 0.044 0.068 0.102
54 0.061 0.061 0.061 0.061 0.093 0.140
55 0.083 0.083 0.083 0.083 0.127 0.190
56 0.074 0.074 0.074 0.074 0.114 0.171
57 0.090 0.090 0.090 0.090 0.139 0.208
58 0.079 0.079 0.079 0.079 0.122 0.182
59 0.073 0.073 0.073 0.073 0.112 0.168
60 0.114 0.114 0.114 0.114 0.175 0.262
61 0.114 0.114 0.114 0.114 0.175 0.262
62 0.114 0.114 0.114 0.114 0.175 0.262
63 0.114 0.114 0.114 0.114 0.175 0.262
64 0.114 0.114 0.114 0.114 0.175 0.262
65 1.000 1.000 1.000 1.000 1.000 1.000
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Service Retirement

Schools 2% at 55

Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.003 0.004 0.006 0.007 0.010 0.010
51 0.004 0.005 0.007 0.008 0.011 0.011
52 0.005 0.007 0.008 0.009 0.012 0.012
53 0.007 0.008 0.010 0.012 0.015 0.015
54 0.006 0.009 0.012 0.015 0.020 0.021
55 0.011 0.023 0.034 0.057 0.070 0.090
56 0.012 0.027 0.036 0.056 0.073 0.095
57 0.016 0.027 0.036 0.055 0.068 0.087
58 0.019 0.030 0.040 0.062 0.078 0.103
59 0.023 0.034 0.046 0.070 0.085 0.109
60 0.022 0.043 0.062 0.095 0.113 0.141
61 0.030 0.051 0.071 0.103 0.124 0.154
62 0.065 0.098 0.128 0.188 0.216 0.248
63 0.075 0.112 0.144 0.197 0.222 0.268
64 0.091 0.116 0.138 0.180 0.196 0.231
65 0.163 0.164 0.197 0.232 0.250 0.271
66 0.208 0.204 0.243 0.282 0.301 0.315
67 0.189 0.185 0.221 0.257 0.274 0.287
68 0.127 0.158 0.200 0.227 0.241 0.244
69 0.168 0.162 0.189 0.217 0.229 0.238
70 0.191 0.190 0.237 0.250 0.246 0.254
Schools 2% at 62
Duration of Service
Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.000 0.000 0.000 0.000 0.000 0.000
51 0.000 0.000 0.000 0.000 0.000 0.000
52 0.004 0.007 0.010 0.011 0.013 0.015
53 0.004 0.008 0.010 0.013 0.014 0.016
54 0.005 0.011 0.015 0.018 0.020 0.022
55 0.014 0.027 0.038 0.045 0.050 0.056
56 0.013 0.026 0.037 0.043 0.048 0.055
57 0.013 0.027 0.038 0.045 0.050 0.055
58 0.017 0.034 0.047 0.056 0.062 0.069
59 0.019 0.037 0.052 0.062 0.068 0.076
60 0.026 0.053 0.074 0.087 0.097 0.108
61 0.030 0.058 0.081 0.095 0.106 0.119
62 0.053 0.105 0.147 0.174 0.194 0.217
63 0.054 0.107 0.151 0.178 0.198 0.222
64 0.053 0.105 0.147 0.174 0.194 0.216
65 0.072 0.142 0.199 0.235 0.262 0.293
66 0.077 0.152 0.213 0.252 0.281 0.314
67 0.070 0.139 0.194 0.229 0.255 0.286
68 0.063 0.124 0.173 0.205 0.228 0.255
69 0.066 0.130 0.183 0.216 0.241 0.270
70 0.071 0.140 0.196 0.231 0.258 0.289

A-23

Item 5.




Page 84

CalPERS Actuarial Valuation — June 30, 2021 Appendix A
Actuarial Methods and Assumptions

Miscellaneous

Internal Revenue Code Section 415

The limitations on benefits imposed by Internal Revenue Code Section 415 are taken into accountin this
valuation. Each year the impact of any changes in this limitation since the prior valuation is included and
amortized as part of the actuarial gain or loss base. This results in lower contributions for those employers
contributing to the Replacement Benefit Fund and protects CalPERS from prefunding expected benefits in
excess of limits imposed by federal tax law. The Section 415(b) dollar limit for the 2021 calendar yearis
$230,000.

Internal Revenue Code Section 401(a)(17)
The limitationson compensationimposed by Internal Revenue Code Section 401(a)(17) are taken into account
in this valuation. Each year, the impact of any changes in the compensation limitationsince the prior valuation

is included and amortized as part of the actuarial gain orloss base. The compensation limit for classicmembers
for the 2021 calendar yearis $290,000.
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The following is a description of the principal plan provisions used in calculating costs and liabilities. We have indicated
whethera plan provision is standard or optional. Standard benefitsare applicable to all members while optional benefits
vary among employers. Optional benefits that apply to a single period of time, such as Golden Handshakes, have not
been included. Many of the statements in this summary are general in nature, and are intended to provide an easily
understood summary of the Public Employees’ Retirement Law. The law itself governs in all situations.

Service Retirement
Eligibility

A classic CalPERS member or PEPRA Safety member becomes eligible for Service Retirement upon attainment of age
50 with at least 5 years of credited service (total service acrossall CalPERS employers, and with certainother retirement
systems with which CalPERS has reciprocity agreements). For employees hired into a plan with the 1.5% at age 65
formula, eligibility for service retirement is age 55 with at least 5 years of service. PEPRA Miscellaneous members
become eligible for service retirement upon attainment of age 52 with at least 5 years of service.

Benefit

The service retirement benefit is a monthly allowance equal to the product of the benefit factor, years of service, and
final compensation.

e The benefit factordepends on the benefit formula specified in the agency’s contract. The table below shows the
factors for each of the available formulas. Factors vary by the member’s age at retirement. Listed are the factors
for retirement at whole year ages:

Miscellaneous Plan Formulas

RetlAr:renent 1.56°I/So at 2% at 60 2% at 55 2.550{-;: at 2.750? at 3% at 60 2;:5';':‘6\2
50 0.5000% 1.092% 1.426% 2.000% 2.000% 2.000% N/A
51 0.5667% 1.156% 1.522% 2.100% 2.140% 2.100% N/A
52 0.6334% 1.224% 1.628% 2.200% 2.280% 2.200% 1.000%
53 0.7000% 1.296% 1.742% 2.300% 2.420% 2.300% 1.100%
54 0.7667% 1.376% 1.866% 2.400% 2.560% 2.400% 1.200%
55 0.8334% 1.460% 2.000% 2.500% 2.700% 2.500% 1.300%
56 0.9000% 1.552% 2.052% 2.500% 2.700% 2.600% 1.400%
57 0.9667% 1.650% 2.104% 2.500% 2.700% 2.700% 1.500%
58 1.0334% 1.758% 2.156% 2.500% 2.700% 2.800% 1.600%
59 1.1000% 1.874% 2.210% 2.500% 2.700% 2.900% 1.700%
60 1.1667% 2.000% 2.262% 2.500% 2.700% 3.000% 1.800%
61 1.2334% 2.134% 2.314% 2.500% 2.700% 3.000% 1.900%
62 1.3000% 2.272% 2.366% 2.500% 2.700% 3.000% 2.000%
63 1.3667% 2.418% 2.418% 2.500% 2.700% 3.000% 2.100%
64 1.4334% 2.418% 2.418% 2.500% 2.700% 3.000% 2.200%
65 1.5000% 2.418% 2.418% 2.500% 2.700% 3.000% 2.300%
66 1.5000% 2.418% 2.418% 2.500% 2.700% 3.000% 2.400%

67 & up 1.5000% 2.418% 2.418% 2.500% 2.700% 3.000% 2.500%
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Safety Plan Formulas

Retirement

Age Half Pay at 55* 2% at 55 2% at 50 3% at 55 3% at 50
50 1.783% 1.426% 2.000% 2.400% 3.000%
51 1.903% 1.522% 2.140% 2.520% 3.000%
52 2.035% 1.628% 2.280% 2.640% 3.000%
53 2.178% 1.742% 2.420% 2.760% 3.000%
54 2.333% 1.866% 2.560% 2.880% 3.000%

55 & Up 2.500% 2.000% 2.700% 3.000% 3.000%

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

PEPRA Safety Plan Formulas

Retirement Age 2% at 57 2.5% at 57 2.7% at 57
50 1.426% 2.000% 2.000%
51 1.508% 2.071% 2.100%
52 1.590% 2.143% 2.200%
53 1.672% 2.214% 2.300%
54 1.754% 2.286% 2.400%
55 1.836% 2.357% 2.500%
56 1.918% 2.429% 2.600%
57 & Up 2.000% 2.500% 2.700%

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

e The final compensation is the monthly average of the member’s highest 36 or 12 consecutive months’full-time
equivalent monthly pay (no matter which CalPERS employer paid this compensation). The standard benefit is 36
months. Employers had the option of providing a final compensation equal to the highest 12 consecutive months
for classic plans only. Final compensation must be defined by the highest 36 consecutive months’ pay under the
1.5% at 65 formula. PEPRA members have a cap on the annual salary that can be used to calculate final
compensation for all new members based on the Social Security contribution and benefit base. For employees that
participate in Social Security this capis $128,059 for 2021 and forthose employeesthatdo not participatein Social
Security the cap for 2021 is $153,671. Adjustments to the caps are permitted annually based on changes to the
CPI for all urban consumers.

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

e The Miscellaneous and PEPRA Safety serviceretirement benefitis not capped. The classicSafety service retirrment
benefit is capped at 90% of final compensation.

Vested Deferred Retirement

Eligibility for Deferred Status

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

Eligibility to Start Receiving Benefits

The CalPERS classic members and PEPRA Safety members become eligible to receive the deferred retirement benefit
upon satisfying the eligibility requirements for deferred status and upon attainment of age 50 (55 for employees hired
into a 1.5% at 65 plan). PEPRA Miscellaneous members become eligible to receive the deferred retirement benefit
upon satisfying the eligibility requirements for deferred status and upon attainment of age 52.

Benefit

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

Non-Industrial (Non-Job Related) Disability Retirement
Eligibility

A CalPERS member is eligible for Non-Industrial Disability Retirement if he or she becomes disabledand has at least 5
years of credited service (total service across all CalPERS employers, and with certain other retirement systems with
which CalPERS has reciprocity agreements). Thereis no specialage requirement. Disabledmeansthe memberis unable
to perform his or her job because of an illness or injury, which is expected to be perm anent or to last indefinitely. The
iliness or injury does not have to be job related. A CalPERS member must be actively employed by any CalPERS
employer at the time of disability in order to be eligible for this benefit.

Standard Benefit

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

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

e  Serviceis CalPERS credited service plus the additional number of years that the member would have worked until
age 60, for members with at least 10 years but not more than 18.518 years of service. The maximum benefit in
this case is 333% of final compensation.
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Improved Benefit

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

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

Industrial (Job Related) Disability Retirement

This is a standard benefit for Safety members except those described in Section 20423.6. Forexcluded Safety members
and all Miscellaneous members, employers have the option of providing this benefit. An employer may choose to
provide the increased benefit option or the improved benefit option.

Eligibility

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

Standard Benefit

The standard Industrial Disability Retirement benefit is a monthly allowance equal to 50% of final compensation.

Increased Benefit (75% of Final Compensation)

The increased Industrial Disability Retirement benefit is a monthly allowance equal to 75 % of final compensation for
total disability.

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

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

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

If a member is eligible for service retirement and if the service retirement benefit is more than the industrial disability
retirement benefit, the member may choose to receive the larger benefit.
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Post-Retirement Death Benefit

Standard Lump Sum Payment

Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree’sdesignated survivor(s),
or to the retiree’s estate.

Improved Lump Sum Payment

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

Form of Payment for Retirement Allowance

Standard Form of Payment

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

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

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

In other words, 25% or 50% of the allowance, the continuance portion, is paid to the retiree for as long as he or she
is alive, and that same amount is continued to the retiree’s spouse (or if no eligible spouse, to unmarried child (ren)
until they attain age 18; or, if no eligible child(ren), to a qualifying dependent parent) for the rest of his or her lifetime.
This benefit will not be discontinued in the event the spouse remarries.

The remaining 75% or 50% of the retirement allowance, which may be referred to as the option portion of the benefi,
is paid to the retiree as an annuity for as long as he or she s alive. Or, the retiree may choose to provide for some of
this option portion to be paid to any designated beneficiary after the retiree’s death. Benefit options applicable to the
option portion are the same as those offered with the standard form. The reduction is calculated in the same manner
but is applied only to the option portion.
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Pre-Retirement Death Benefits

Basic Death Benefit

This is a standard benefit.
Eligibility

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

Benefit

The basic death benefitis a lump sum in the amount of the member’s accumulated contributions, where interest is
credited annually at the greater of 6% or the prevailing discount rate through the date of death, plus a lump sumin
the amount of one month's salary for each completed year of current service, up to a maximum of six months' salary.
For purposes of this benefit, one month's salary is defined as the member's average monthly full -time rate of
compensation during the 12 months preceding death.

1957 Survivor Benefit

This is a standard benefit.
Eligibility

An employee’s eligible survivor(s)may receive the 1957 Survivor benefit if the member dies while actively employed,
has attained at least age 50 for classic and PEPRA Safety members and age 52 for PEPRA Miscellaneous members, and
has at least 5 years of credited service (total service across all CalPERS em ployers and with certain other retirement
systems with which CalPERS has reciprocity agreements). A CalPERS member must be actively employed with the
CalPERS employer providing this benefit to be eligible for this benefit. An eligible survivor means the surviving spouse
to whom the member was married at least one year before death or, if there is no eligible spouse, to the member's
unmarried child(ren) under age 18. A member’s survivor who is eligible for any other pre-retirement death benefit may
choose to receive that death benefit instead of this 1957 Survivor benefit.

Benefit

The 1957 Survivor benefit is a monthly allowance equal to one-half of the unmodified service retirement benefit that
the member would have been entitled to receive if the member had retired on the date of his or her death. If the
benefit is payable to the spouse, the benefit is discontinued upon the death of the spouse. If the benefit is payable to
dependent child(ren), the benefit will be discontinued upon death or attainment of age 18, unless the child(ren) is
disabled. The total amount paid will be at least equal to the basic death benefit.
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Optional Settlement 2 Death Benefit

This is an optional benefit.
Eligibility

An employee’s eligible survivormay receive the Optional Settlement 2 Death benefit if the member dies while actively
employed, has attained at least age 50 for classicand PEPRA Safety members and age 52 for PEPRA Miscellaneous
members, and hasatleast5 years of credited service (total serviceacross all CalPERS employers and with certainother
retirement systems with which CalPERS has reciprocity agreements). A CalPERS member who is no longer actively
employed with any CalPERS employer is not eligible for this benefit. An eligible survivormeans the surviving spouse
to whom the member was married at least one year before death. A member’s survivor who is eligible for any other
pre-retirement death benefit may choose to receive that death benefit instead of this Optional Settlement 2 Death
benefit.

Benefit

The Optional Settlement 2 Death benefitis a monthly allowance equal to the service retirement benefit that the member
would have received had the member retired on the date of his or her death and elected 100% to continue to the
eligible survivor after the member’s death. The allowance is payable as long as the surviving spouse lives, at which
time it is continued to any unmarried child(ren) under age 18, if applicable. The total amount paid will be at least equal
to the basic death benefit.

Special Death Benefit

This is a standard benefit for Safety members except those described in Section 20423.6. Forexcluded Safety members
and all Miscellaneous members, employers have the option of providing this benefit.

Eligibility

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

Benefit

The special death benefit is a monthly allowance equal to 50% of final compensation and will be increased whenever
the compensation paid to activeemployees is increased but ceasing to increase when the memberwould have attained
age 50. The allowance is payable to the surviving spouse until death at which time the allowance is continued to any
unmarried child(ren) under age 22. There is a guarantee that the total amount paid will at least equal the basic death
benefit.

If the member’s death is the result of an accident or injury caused by external violence or physical force incurred in
the performance of the member’s duty, and there are eligible surviving child(ren) ( eligible means unmarried child(ren)
underage 22) in addition to an eligible spouse, then an additional monthly allowance is paid equal to the following:

e if 1 eligible child: 12.5% of final compensation
e if 2 eligible children: 20.0% of final compensation
e if 3 or more eligible children: 25.0% of final compensation
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Alternate Death Benefit for Local Fire Members

This is an optional benefit available only to local fire members.
Eligibility

An employee’s eligible survivor(s)may receive the alternate death benefit in lieu of the basic death benefit or the 1957
Survivor benefit if the member dies while actively employed and has at least 20 years of total CalPERS service. A
CalPERS member who is no longer actively employed with any CalPERS employer is not eligible for this benefit. An
eligible survivormeansthe surviving spouse to whom the memberwas married priorto the onset of the injury or illness
that resulted in death. If there is no eligible spouse, an eligible survivor means the member's unmarried child (ren)
under age 18.

Benefit

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

Cost-of-Living Adjustments (COLA)

Standard Benefit

Retirement and survivor allowances are adjusted each year in May for cost of living, beginning the second calendar
year after the year of retirement. The standard cost-of-living adjustment (COLA) is 2%. Annual adjustments are
calculated by first determining the lesser of 1) 2% compounded from the end of the year of retirement or 2) actual
rate of price inflation. The resulting increase is divided by the total increase provided in prior years. For any given year,
the COLA adjustment may be less than 2% (when the rate of price inflation is low), may be greater than the rate of
price inflation (when the rate of price inflation is low after several years of high price inflation) or may even be greater
than 2% (when price inflation is high after several years of low price inflation).

Improved Benefit

Employers havethe option of providing a COLA of 3%, 4%, or 5%, determined in the samemanneras described above
for the standard 2% COLA. An improved COLA is not available with the 1.5% at 65 formula.

Purchasing Power Protection Allowance (PPPA)

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

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

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

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

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

Benefit Formula Percent Contributed above the
Breakpoint

Miscellaneous, 1.5% at 65 2%
Miscellaneous, 2% at 60 7%
Miscellaneous, 2% at 55 7%
Miscellaneous, 2.5% at 55 8%
Miscellaneous, 2.7% at 55 8%
Miscellaneous, 3% at 60 8%
Miscellaneous, 2% at 62 50% of the Total Normal Cost
Miscellaneous, 1.5% at 65 50% of the Total Normal Cost
Safety, Half Pay at 55 Varies by entry age
Safety, 2% at 55 7%

Safety, 2% at 50 9%

Safety, 3% at 55 9%

Safety, 3% at 50 9%

Safety, 2% at 57 50% of the Total Normal Cost
Safety, 2.5% at 57 50% of the Total Normal Cost
Safety, 2.7% at 57 50% of the Total Normal Cost

The employer may choose to “pick-up” these contributions for classic members (Employer Paid Member Contributions
or EPMC). EPMC is prohibited for new PEPRA members.

An employer may also include Employee Cost Sharing in the contract, where employees agree to share the cost of the
employer contribution. These contributions are paid in addition to the member contribution.

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

Refund of Employee Contributions

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

are credited with 6% interest compounded annually.
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1959 Survivor Benefit

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

This benefitis not included in the results presented in this valuation. More information on this benefit is available on
the CalPERS website.
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June 30, 2020

June 30, 2021

1. Active Members
a) Counts 120 119
b) Average Attained Age 44.84 45.11
c) Average Entry Age to Rate Plan 37.00 37.18
d) Average Years of Credited Service 7.57 7.64
e) Average Annual Covered Pay $97,993 $100,589
f) Annual Covered Payroll 11,759,144 11,970,102
g) Projected Annual Payroll for Contribution Year 12,756,196 13,004,007
h) Present Value of Future Payroll 102,381,634 112,528,084
2. Transferred Members
a) Counts 101 101
b) Average Attained Age 45.63 45.97
c) Average Years of Credited Service 3.39 3.37
d) Average Annual Covered Pay $119,542 $125,515
3. Terminated Members
a) Counts 88 91
b) Average Attained Age 46.89 47.14
c) Average Years of Credited Service 2.29 2.28
d) Average Annual Covered Pay $63,654 $65,978
4. Retired Members and Beneficiaries
a) Counts 247 255
b) Average Attained Age 70.25 70.53
c) Average Annual Benefits $24,698 $25,084
5. Active to Retired Ratio [(1a) / (4a)] 0.49 0.47

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

liabilities.

Average Annual Benefits represents benefit amounts payable by this plan only. Some members may have service with

another agency and would therefore have a larger total benefit than would be included as part of the average shown

here.
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Active Members

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

liabilities.

Distribution of Active Members by Age and Service

Years of Service at Valuation Date

Attained
Age 0-4 5-9 10-14 15-19 20-24 25+ Total
15-24 1 0 0 0 0 0 1
25-29 11 2 0 0 0 0 13
30-34 10 5 0 0 0 0 15
35-39 6 6 1 0 0 0 13
40-44 8 5 1 2 1 0 17
45-49 4 6 3 1 3 0 17
50-54 6 4 3 2 1 0 16
55-59 3 5 2 4 0 0 14
60-64 4 3 0 0 1 1 9
65 and Over 1 0 0 0 1 2 4
All Ages 54 36 10 9 7 3 119
Distribution of Average Annual Salaries by Age and Service
Years of Service at Valuation Date
Attained Average
Age 0-4 5-9 10-14 15-19 20-24 25+ Salary
15-24 $97,437 $0 $0 $0 $0 $0 $97,437
25-29 83,850 91,993 0 0 0 0 85,103
30-34 69,899 104,992 0 0 0 0 81,596
35-39 58,903 107,394 96,533 0 0 0 84,178
40-44 88,562 113,068 103,708 102,099 93,095 0 98,520
45-49 83,835 99,296 111,973 122,030 143,631 0 107,056
50-54 124,945 137,146 121,218 103,293 135,934 0 125,277
55-59 89,542 82,910 103,380 88,223 0 0 88,773
60-64 108,942 184,629 0 0 132,226 86,840 134,302
65and Over 139,428 0 0 0 202,731 77,572 124,326
Average $87,213 $111,985 $110,658 $98,412 $142,125 $80,661 $100,589
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Participant Data

Transferred and Terminated Members

Distribution of Transfers to Other CalPERS Plans by Age, Service, and average Salary

Years of Service at Valuation Date

Attained Average
Age 0-4 5-9 10-14 15-19 20-24 25+ Total Salary
15-24 2 0 0 0 0 0 2 $104,380
25-29 6 0 0 0 0 0 6 87,453
30-34 6 0 0 0 0 0 6 107,193
35-39 10 1 1 0 0 0 12 133,869
40-44 19 3 0 0 0 0 22 124,605
45-49 13 3 0 3 0 0 19 124,865
50-54 10 2 2 0 0 0 14 109,344
55-59 4 1 0 0 0 11 151,838
60-64 2 3 3 0 0 0 8 152,908

65 and Over 1 0 0 0 0 0 1 155,865

All Ages 75 16 7 3 0 0 101 $125,515

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

Years of Service at Valuation Date

Attained Average
Age 0-4 5-9 10-14 15-19 20-24 25+ Total Salary
15-24 0 0 0 0 0 0 $0
25-29 0 0 0 0 0 2 72,033
30-34 0 0 0 0 0 7 65,582
35-39 12 1 0 0 0 0 13 65,875
40-44 15 1 0 0 0 0 16 62,470
45-49 18 2 1 0 0 0 21 76,361
50-54 14 2 0 1 0 0 17 79,794
55-59 5 0 1 0 0 0 6 53,751
60-64 4 0 0 0 0 0 4 27,949
65 and Over 4 1 0 0 0 0 5 30,127
All Ages 81 7 2 1 0 0 91 $65,978
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Retired Members and Beneficiaries

Distribution of Retirees and Beneficiaries by Age and Retirement Type*

Page 100

Non- Non- Death
Attained Service Industrial Industrial Industrial Industrial After
Age Retirement Disability Disability Death Death Retirement Total
Under 30 0 0 0 0 0 0 0
30-34 0 0 1 0 0 0 1
35-39 0 0 0 0 0 0 0
40-44 0 0 0 0 0 0 0
45-49 0 0 2 0 0 0 2
50-54 4 0 1 0 0 0 5
55-59 14 0 2 0 0 1 17
60-64 33 0 2 0 0 6 41
65-69 57 2 1 0 0 1 61
70-74 50 0 0 0 0 2 52
75-79 34 1 0 0 0 3 38
80-84 18 1 0 0 0 6 25
85 and Over 10 0 0 0 0 3 13
All Ages 220 4 9 0 0 22 255
Distribution of Average Annual Disbursements to Retirees and Beneficiaries by Age and Retirement
Type
Non- Non- Death
Attained Service Industrial Industrial Industrial Industrial After
Age Retirement Disability Disability Death Death Retirement Average
Under 30 $0 $0 $0 $0 $0 $0 $0
30-34 0 0 317 0 0 0 317
35-39 0 0 0 0 0 0 0
40-44 0 0 0 0 0 0 0
45-49 0 0 316 0 0 0 316
50-54 14,522 0 2,541 0 0 0 12,125
55-59 21,319 0 805 0 0 2,219 17,782
60-64 29,361 0 1,307 0 0 10,704 25,262
65-69 32,537 21,901 549 0 0 3,149 31,182
70-74 24,529 0 0 0 0 38,230 25,056
75-79 22,504 1,989 0 0 0 24,788 22,145
80-84 27,214 5,080 0 0 0 17,815 24,073
85 and Over 27,746 0 0 0 0 23,678 26,807
All Ages $26,995 $12,718 $918 $0 $0 $18,107 $25,084
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Retired Members and Beneficiaries (continued)

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

Item 5.

Non- Non- Death
Years Service Industrial Industrial Industrial Industrial After
Retired Retirement Disability Disability Death Death Retirement Total
Under5 Yrs 48 0 2 0 0 8 58
59 50 0 3 0 0 5 58
10-14 64 0 0 0 0 3 67
15-19 26 2 2 0 0 4 34
20-24 22 0 2 0 0 1 25
25-29 9 1 0 0 0 0 10
30 and Over 1 1 0 0 0 1 3
All Years 220 4 9 0 0 22 255
Distribution of Average Annual Disbursements to Retirees and Beneficiaries by Years Retired and
Retirement Type*
Non- Non- Death
Years Service Industrial Industrial Industrial Industrial After
Retired Retirement Disability Disability Death Death Retirement Average
Under 5 Yrs $28,058 $0 $313 $0 $0 $15,923 $25,428
5-9 28,787 0 1,634 0 0 23,959 26,967
10-14 27,020 0 0 0 0 31,189 27,207
15-19 26,614 21,901 805 0 0 9,867 22,849
20-24 23,452 0 562 0 0 6,679 20,950
25-29 23,619 1,989 0 0 0 0 21,456
30 and Over 3,021 5,080 0 0 0 11,455 6,518
All Years $26,995 $12,718 $918 $0 $0 $18,107 $25,084

* Counts of members do not include alternate payees receiving benefits while the member is still working. Therefore,
the total counts may not match information on C-1 of the report. Multiple records may exist for those who have service
in more than one coverage group. This does not result in double counting of liabilities.
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Glossary of Actuarial Terms

Accrued Liability (Actuarial Accrued Liability)
The portion of the Present Value of Benefits allocated to prior years. Based on CalPERS funding policies, the
accrued liability is the target level of assets on any valuation date.

Actuarial Assumptions
Assumptions made about certain events that will affect pension costs. Assumptions generally can be broken down
into two categories: demographic and economic. Demographic assumptions include such things as mortality,
disability, and retirement rates. Economic assumptions include discount rate, salary growth, and inflation.

Actuarial Methods
Procedures employed by actuaries to achieve certain funding goals of a pension plan. Actuarial methods include
an actuarial cost method, an amortization policy, and an asset valuation method.

Actuarial Valuation
The determination as of a valuation date of the Normal Cost, Accrued Liability, and related actuarial present values
for a pension plan. These valuations are performed annually or when an employer is contemplating a change in
plan provisions.

Amortization Bases
Separate payment schedules for different portions of the Unfunded Accrued Liability (UAL). The total UAL of a rate
plan can be segregated by cause. The impact of such individual causes on the UAL are quantified at the time of
theiroccurrence, resulting in new amortization bases. Eachbase is separately amortized and paid for overa specific
period of time. Generally, in an actuarial valuation, the separate bases consist of changes in UAL due to contract
amendments, actuarial assumption changes, method changes, and/or gains and losses.

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

Classic Member (under PEPRA)
A memberwho joineda public retirement system priorto January 1, 2013 andwho is not defined asa new member
under PEPRA. (See definition of New Member below.)

Discount Rate
This is the rate used to discount the expected future benefit payments to the valuation date to determine the
Projected Value of Benefits. The discount rate is based on the assumed long-term rate of return on plan assets,
net of investment and administrative expenses. This rate is called the “actuarial interest rate” in Section 20014 of
the California Public Employees’ Retirement Law.

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

Entry Age Actuarial Cost Method
An actuarial cost method designed to fund a member's total plan benefit evenly over the course of his or her
career. This method yields a total normal cost rate, expressed as a percentage of payroll, which is designed to
remain level throughout the member’s career.

Fresh Start
A Fresh Start is when multiple amortization bases are combined into a single base and amortized over a new
Amortization Period.

Funded Ratio
Defined as the Market Value of Assets divided by the Accrued Liability. It is a measure of how well funded a rate
planis. A ratio greater than 100% means the rate plan has more assets than the target established by CalPERS
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funding policies on the valuation date and the employer need only contribute the Normal Cost. A ratio less than
100% means assets are less than the funding target and contributions in addition to Normal Cost are required.

GASB 68
Statement No. 68 of the Governmental Accounting Standards Board. The accounting standard governing a state
or local governmental employer’s accounting and financial reporting for pensions.

New Member (under PEPRA)
A new member includes an individual who becomes a member of a public retirement system for the first time on
or after January 1, 2013, and who was not a member of another public retirement system prior to that date, and
who is not subject to reciprocity with another public retirement system.

Normal Cost
The portion of the Present Value of Benefitsallocated to the upcoming fiscal year foractive employees. The nomal
cost plus the required amortization of the UAL, if any, make up the required contributions.

Pension Actuary
A business professional proficient in mathematics and statistics who performs the calculations necessary to
properly fund a pension plan and allow the plan sponsor to disclose its liabilities. A pension actuary must satisfy
the Qualification Standards for Actuaries Issuing Statements of Actuarial Opinion in the United States with regard
to pensions.

PEPRA
The California Public Employees’ Pension Reform Act of 2013

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

Unfunded Accrued Liability (UAL)
The Accrued Liability minus the Market Value of Assets. If the UAL for a rate plan is positive, the employeris
required to make contributions in excess of the Normal Cost.

Page 104

Item 5.

D-2




M. CalPERS

California Public Employees’ Retirement System

Actuarial Office

400 Q Street, Sacramento, CA 95811 | Phone: (916) 795-3000 | Fax: (916) 795-2744
888 CalPERS (or 888-225-7377) | TTY: (877) 249-7442 | www.calpers.ca.gov

Item 5.

July 2022

Safety Plan of the Town of Los Gatos (CalPERS ID: 4589482285)
Annual Valuation Report as of June 30, 2021

Dear Employer,

Attached to this letter, you will find the June 30, 2021 actuarial valuationreport for the rate plan noted above. Provided
in this report is the determination of the minimum required employer contributions for fiscal year (FY)
2023-24. In addition, the report contains important information regarding the current financial status of the plan as
well as projections and risk measures to aid in planning for the future.

Because this planis in a risk pool, the following valuation report has been separated into two sections:

e Section 1 contains spedificinformation for the plan including the development of the current and projected
employer contributions, and
e Section 2 contains the Risk Pool Actuarial Valuation appropriate to the plan as of June 30, 2021.

Section 2 can be found on the CalPERS website (www.calpers.ca.gov). From the home page, go to "Forms &
Publications” and select "View All'. In the search box, enter "Risk Poo/” and from the results list download the Safety
Risk Pool Actuarial Valuation Report for June 30, 2021.

Your June 30, 2021 actuarial valuation report contains important actuarial information about your pension plan at
CalPERS. The plan actuary whose signature is in the Actuarial Certification is available to discuss.

Actuarial valuationsare based on assumptionsregarding future plan experience including investment return and payroll
growth, eligibility forthe types of benefits provided, andlongevity among retirees. The CalPERS Board of Administration
(board) adopts these assumptions after considering the advice of CalPERS actuarial and investment teams and other
professionals. Each actuarial valuation reflects all prior differences be tweenactual and assumed experience and adjusts
the contribution requirements as needed. This valuation is based on an investment return assumption of 6.8%, which
was adopted by the board in November 2021. Other assumptions used in this report are those recommended in the
CalPERS Experience Study and Review of Actuarial Assumptions report from November 2021.

Required Contribution

The table below shows the minimum required employer contributions for FY 2023-24 along with estimates of the
required contributions for FY 2024-25. Employee contributions other than cost sharing (whether paid by the employer
or the employee) are in addition to the results shown below. The required employer contributions in this report
do not reflect any cost sharing arrangement between the agency and the employees.

) Employer Normal Employer Amortization of
Fiscal Year Cost Rate Unfunded Accrued Liability
2023-24 29.09% $2,271,254
Projected Results
2024-25 29.1% $2,248,000
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(CalPERS ID: 4589482285)

Annual Valuation Report as of June 30, 2021
Page 2

The actual investment return for FY 2021-22 was not known at the time this report was prepared. The projections
above assume the investment return for that year would be 6.8%. To the extent the actual investment return
for FY 2021-22 differs from 6.8%, the actual contribution requirements for FY 2024-25 will differ from
those shown above. For additional details regarding the assumptions and methods used for these projections,
please refer to the “Projected Employer Contributions”in the “Highlights and Executive Summary” section. This section
also contains projected required contributions through FY 2028-29.

Changes from Previous Year’s Valuation

OnJuly 12, 2021, CalPERS reported a preliminary 21.3% net return on investments for FY 2020-21. Since the retum
exceeded the 7.00% discount rate sufficiently, the CalPERS Funding Risk Mitigation policy allows CalPERS to use a
portion of the investment gain to offset the cost of reducing the expected volatility of future investment returns. Based
on the thresholds specified in the policy, the excess return of 14.3% prescribes a reduction in investment volatility that
corresponds to a reduction in the discount rate of 0.20%, from 7.00% to 6.80%.

On November17,2021, the board adopted new actuarial assumptions based on the recommendations in the November
2021 CalPERS Experience Study and Review of Actuarial Assumptions. This study reviewed the retirement rates,
termination rates, mortality rates, rates of salary increases, and inflation assumption for public agendies. These new
assumptions are incorporated in this actuarial valuation and will impact the required contribution for FY 2023-24. In
addition, the board adopted a new strategic asset allocation as part of its Asset Liability Management process. The new
asset allocation along with the new capital market assumptions and economic assumptions support a discount rate of
6.80%. This includes a reduction in the price inflation assumption from 2.50% to 2.30%.

Besides the above noted changes, there may also be changes specific to the plan such as contract amendments and
funding changes.

Furtherdescriptions of general changesare included in the “Highlights and Executive Summary” sectionand in Appendix
A of the Section 2 report, “Actuarial Methods and Assumptions.”

Questions
We understand that you might have questions about these results, and the plan actuary whose signature is on the

valuation reportis available to discuss. If you have other questions, you may call the Customer Contact Centerat (888)-
CalPERS or (888-225-7377).

Sincerely,

/57

SCOTT TERANDO, ASA, EA, MAAA, FCA, CFA
Chief Actuary
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Actuarial Certification

To the best of our knowledge, this report, comprising of Sections 1 and 2, is complete and accurate and contains
sufficientinformation to disclose, fully and fairly, the funded condition of the Safety Plan of the Town of Los Gatos
and satisfies the actuarial valuation requirements of Government Code section 7504 . This valuation is based on
the member and financial data as of June 30, 2021 provided by the various CalPERS databases and the benefits
under this plan with CalPERS as of the date this report was produced. Section 1 of this report is based on the
member and financial data for Town of Los Gatos, while Section 2 is based on the corresponding information for
all agencies participating in the Safety Risk Pool to which the plan belongs.

As set forth in Section 2 of this report, the pool actuaries have certified that, in their opinion, the valuation of the
Safety Risk Pool has been performed in accordance with generally accepted actuarial principles consistent with
standards of practice prescribed by the Actuarial Standards Board, and that the assumptions and methods are
internally consistent and reasonable for the risk pool as of the date of this valuation and as prescribed by the
CalPERS Board of Administration according to provisions set forth in the California Public Employees’ Retirement
Law.

Having relied upon the information set forth in Section 2 of this report and based on the census and benefit
provision information for the rate plan, itis my opinion as the plan actuary that the Unfunded Accrued Liability
amortization bases as of June 30, 2021 and employer contribution as of July 1, 2023 have been properly and
accurately determined in accordance with the principles and standards stated above.

The undersigned is an actuary who satisfies the Qualification Standards for Actuaries Issuing Statements of
Actuarial Opinion in the United States with regard to pensions.

Ol t—

DAVID CLEMENT, ASA, MAAA, EA
Senior Pension Actuary, CalPERS
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Introduction

This report presents the results of the June 30, 2021 actuarial valuation of the Safety Plan of the Town of Los
Gatos of the California Public Employees’ Retirement System (CalPERS). This actuarial valuation sets the required
employer contributions for (FY) 2023-24.

Purpose of Section 1

This Section 1 report for the Safety Plan of the Town of Los Gatos of CalPERS was prepared by the plan actuary
in order to:

Set forth the assets and accrued liabilities of this plan as of June 30, 2021;
Determine the minimum required employer contribution for this plan for the FY July 1, 2023 through
June 30, 2024; and

e  Provide actuarial information as of June 30, 2021 to the CalPERS Board of Administration (board) and
other interested parties.

The pension funding information presented in this report should not be used in financial reports subject to
Governmental Accounting Standards Board (GASB) Statement No. 68 for a Cost Sharing Employer Defined
Benefit Pension Plan. A separate accounting valuation report for such purposes is available on the CalPERS
website (www.calpers.ca.gov).

The measurements shown in this actuarial valuation may not be applicable for other purposes. The agency
should contact the planactuary before disseminatingany portionof this report forany reason thatis not explicitly
described above.

Future actuarial measurements may differ significantly from the current measurements presented in this report
due to such factors as the following: plan experience differing from that anticipated by the economic or
demographic assumptions; changes in economic or demographic assumptions; changes in actuarial policies;
changes in plan provisions or applicable law; and differences between the required contributions determined by
the valuation and the actual contributions made by the agency.

Assessment and Disclosure of Risk

This report includes the following risk disclosures consistent with the recommendations of Actuarial Standards
of Practice No. 51 and recommended by the California Actuarial Advisory Panel (CAAP) in the Model Disclosure
Elements document:

e A™MScenario Test,” projecting future results under different investment income returns.

e A"Sensitivity Analysis,” showing the impact on current valuation results using alternative discount rates
of 5.8% and 7.8%.

e A “Sensitivity Analysis,” showing the impact on current valuation results assuming rates of mortality
are 10% loweror 10% higherthan our current post-retirement mortality assumptions adopted in 2021.

e Plan maturity measures indicating how sensitive a plan may be to the risks noted above.
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Required Contributions

Required Employer Contributions

Employer Normal Cost Rate
Plus
Required Payment on Amortization Bases!
Paid either as
1) Monthly Payment
Oor
2) Annual Prepayment Option*

Fiscal Year
2023-24
29.09%

$2,271,254
$189,271.17

$2,197,759

The total minimum required employer contribution is the sum of the Plan’s Employer Normal Cost Rate
(expressed as a percentage of payroll and paid as payroll is reported) plus the Employer Unfunded Accrued

Liability (UAL) Contribution Amount (billed monthly (1) or prepaid annually (2) in dollars).

* Only the UAL portion of the employer contribution can be prepaid (which must be received in full no

later than July 31).
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Fiscal Year Fiscal Year
2022-23 2023-24
Development of Normal Cost as a Percentage of Payroll

Base Total Normal Cost for Formula 31.46% 34.64%

Surcharge for Class 1 Benefits?
a)FAC 1 1.28% 1.46%
b) PRSA 1.89% 1.98%
Phase out of Normal Cost Difference3 0.00% 0.00%
Plan’s Total Normal Cost 34.63% 38.08%
Formula's Expected Employee Contribution Rate 8.99% 8.99%
Employer Normal Cost Rate 25.64% 29.09%

1 The required payment on amortization bases does not take into account any additional discretionary payment made after

April 29, 2022.

2 Section 2 of this report contains a list of Class 1 benefits and corresponding surcharges for each benefit.

3 The normal costchange is phased out over a five-year period in accordance with the CalPERS contribution allocation policy.

Rate Plan belonging to the Safety Risk Pool
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Additional Discretionary Employer Contributions

The minimum required employer contribution towards the Unfunded Accrued Liability (UAL) for this rate plan
for the 2023-24 FY is $2,271,254. CalPERS allows agencies to make additional discretionary payments (ADPs)
at any time and in any amount. These optional payments serve to reduce the UAL and future required
contributions and can result in significant long-term savings. Agencies can also use ADPs to stabilize annual
contributions as a fixed dollar amount, percent of payroll or percent of revenue.

Provided below are select ADP options for consideration. Making such an ADP during FY 2023-24 does not
require an ADP be made in any future year, nor does it change the remaining amortization period of any portion
of unfunded liability. For information on permanent changes to amortization periods, see the “Amortization
Schedule and Alternatives” section of the report.

Agencies considering making an ADP should contact CalPERS for additional information.

Minimum Required Employer Contribution for Fiscal Year 2023-24

Estimated Minimum UAL ADP Total UAL Estimated Total
Normal Cost Payment Contribution Contribution
$1,243,845 $2,271,254 $0 $2,271,254 $3,515,099

Alternative Fiscal Year 2023-24 Employer Contributions for Greater UAL Reduction

Funding Estimated Minimum UAL ADP! Total UAL Estimated Total
Target Normal Cost Payment Contribution Contribution
10 years $1,243,845 $2,271,254 $445,864 $2,717,118 $3,960,963
5 years $1,243,845 $2,271,254 $2,401,338 $4,672,592 $5,916,437

! The ADPamounts are assumed to be made inthe middle of the fiscal year. A payment made earlier or later in the fisal
yearwould have to be less or more than the amount shown to have the same effect onthe UALamortization.

Note that the calculations above are based on the projected Unfunded Accrued Liability as of June 30, 2023 as
determined in the June 30, 2021 actuarial valuation. New unfunded liabilities can emerge in future years due to
assumption or method changes, changes in plan provisions, and actuarial experience different than assumed.
Making an ADP illustrated above for the indicated number of years will not result in a plan that is exactly 100 %
funded in the indicated number of years. Valuation results will vary from one year to the next and can diverge
significantly from projections over a period of several years.

Page 115

Rate Plan belonging to the Safety Risk Pool Page 5




CALPERS ACTUARIAL VALUATION - June 30, 2021
Safety Plan of the Town of Los Gatos
CalPERS ID: 4589482285

Item 5.

Plan’s Funded Status

June 30, 2020 June 30, 2021
1. Present Value of Projected Benefits (PVB) $109,207,328 $116,359,789
2. Entry Age Accrued Liability (AL) 99,040,905 106,756,840
3. Plan’s Market Value of Assets (MVA) 69,727,959 85,438,794
4. Unfunded Accrued Liability (UAL) [(2) - (3)] 29,312,946 21,318,046
5. Funded Ratio [(3) / (2)] 70.4% 80.0%

The UAL and funded ratio are assessments of the need for future employer contributions based on the actuarial
cost method used to fund the plan. The UAL is the present value of future employer contributions for service
that has already been earned and is in addition to future normal cost contributions for active members. The
funded ratio, on the other hand, is a relative measure of funded status that allows for comparison between
plans of different sizes. For measures of funded status that are appropriate for assessing the sufficiency of plan
assets to cover estimated termination liabilities, please see “Hypothetical Termination Liability” in the “Risk
Analysis” section.

Projected Employer Contributions

The table below shows the required and projected employer contributions (before cost sharing) for the next six
fiscal years. The projection assumes that all actuarial assumptions will be realized and that no further changes
to assumptions, contributions, benefits, or funding will occur during the projection period. In particular, the
investment return beginning with FY 2021-22 is assumed to be 6.80% per year, net of investment and
administrative expenses. Actual contribution rates during this projection period could be significantly higher or
lower than the projection shown below. Future contribution requirements may differ significantly from those
shown below. The actual long-term cost of the plan will depend on the actual benefits and expenses paid and
the actual investment experience of the fund.

Required Projected Future Employer Contributions
Contribution| (Assumes 6.80% Return for Fiscal Year 2021-22 and Beyond)

Fiscal Year 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29

Rate Plan 947 Results
Normal Cost % 29.09% 29.1% 29.1% 29.1% 29.1% 29.1%
UAL Payment $2,271,254 | $2,248,000 | $2,160,000 | $2,065,000 | $1,932,000 | $2,005,000

For some sources of UAL, the change in UAL is amortized using a 5-year ramp up. For more information, please
see “Amortization of the Unfunded Actuarial Accrued Liability” under “Actuarial Methods” in Appendix A of the
Section 2 Report. This method phases in the impact of the change in UAL overa 5-year period in order to reduce
employer cost volatility from year to year. As a result of this methodology, dramatic changes in the required
employer contributions in any one year are less likely. However, required contributions can change gradually
and significantly over the next five years. In years when there is a large increase in UAL, the relatively small
amortization payments during the ramp up period could result in a funded ratio that is projected to decrease
initially while the contribution impact of the increase in the UAL is phased in.

For projected contributions under alternate investment return scenarios, please see the “Future Investment
Return Scenarios” in the “Risk Analysis” section.

Our online pension plan projection tool, Pension Outlook, is available in the Employers section of the CalPERS
website. Pension Outlook can help plan and budget pension costs under various scenarios.
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CALPERS ACTUARIAL VALUATION - June 30, 2021
Safety Plan of the Town of Los Gatos
CalPERS ID: 4589482285

Item 5.

Other Pooled Safety Risk Pool Rate Plans

All of the results presented in this Section 1 report, except those shown below, correspond to rate plan 947. In
many cases, employers have additional rate plans within the same risk pool. For cost analysis and budgeting it
is useful to consider contributions for these rate plans as a whole rather than individually. The estimated
contribution amounts and rates for all of the employer’s rate plans in the Safety Risk Pool are shown below and
assumethatthe payroll foreach rate plan will grow according to the overall payroll growth assumption of 2.80%

per year for three years.
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Fiscal Year Fiscal Year
2022-23 2023-24
Estimated Combined Employer Contributions for all Pooled Safety Rate Plans
Projected Payroll for the Contribution Year $5,803,598 $6,026,373
Estimated Employer Normal Cost $1,362,084 $1,497,671
Required Payment on Amortization Bases $2,336,391 $2,271,254
Estimated Total Employer Contributions $3,698,475 $3,768,925
Estimated Total Employer Contribution Rate (illustrative only) 63.73% 62.54%
Rate Plan belonging to the Safety Risk Pool Page 7
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CALPERS ACTUARIAL VALUATION - June 30, 2021
Safety Plan of the Town of Los Gatos
CalPERS ID: 4589482285

Item 5.

Cost

Actuarial Determination of Plan Cost

Contributions to fund the plan are comprised of two components:

¢ Normal Cost, expressed as a percentage of total active payroll
e Amortization of the Unfunded Accrued Liability (UAL), expressed as a dollar amount

For fiscal years priorto 2016-17, the Amortization of UAL component was expressed as a percentage of total
active payroll. Starting with FY 2016-17, the Amortization of UAL component was expressed as a dollar amount
and invoiced on a monthly basis. There continues to be an option to prepay this amount during July of each
fiscal year.

The Normal Cost component is expressed as a percentage of active payroll with employer and employee
contributions payable as part of the regular payroll reporting process.

The determination of both components requires complex actuarial calculations. The calculations are based on a
set of actuarial assumptions which can be divided into two categories:

e Demographic assumptions (e.g., mortality rates, retirement rates, employment termination rates,

disability rates)
e Economicassumptions (e.g., future investment earnings, inflation, salary growth rates)

These assumptions reflect CalPERS’ best estimate of future experience of the plan and are long term in nature.
We recognize that all assumptions will not be realized in any given year. For example, the investment earnings
at CalPERS have averaged 6.9% over the 20 years ending June 30, 2021, yet individual fiscal year returns have
ranged from -23.6% to +21.3%. In addition, CalPERS reviews all actuarial assumptions by conducting in-depth
experience studies every four years, with the most recent experience study completed in 2021.

Rate Plan belonging to the Safety Risk Pool Page 8




CALPERS ACTUARIAL VALUATION - June 30, 2021
Safety Plan of the Town of Los Gatos
CalPERS ID: 4589482285

Item 5.

Changes Since the Prior Year’s Valuation

Benefits

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

This valuation generally reflects plan changes by amendments effective before the date of the report. Please
refer to the “Plan’s Major Benefit Options” and Appendix B of the Section 2 Report for a summary of the plan
provisions used in this valuation.

Actuarial Methods and Assumptions

On November 17, 2021, the board adopted new actuarial assumptions based on the recommendations in the
2021 CalPERS Experience Study and Review of Actuarial Assumptions. This study reviewed the retirement rates,
termination rates, mortality rates, rates of salary increases, and inflation assumption for Public Agencies. These
new assumptions are incorporated in this actuarial valuation and will impact the required contribution for FY
2023-24. In addition, the board adopted a new asset portfolio as part of its Asset Liability Management process.
The new asset mix supports a 6.80% discount rate, which reflects a change in the price inflation assumption to
2.30%.

Subsequent Events

The contribution requirements determined in this actuarial valuation report are based on demographic and
financial information as of June 30, 2021. Changes subsequent to that date are not reflected. Investment retums
below the assumed rate of return may increase future required contributions while investment returns above
the assumed rate of return may decrease future required contributions.

The projected employer contributions on Page 6 are calculated under the assumption that the discount rate
remains at 6.8% going forward and that the realized rate of return on assets for FY 2021-22 is 6.8%.

This actuarial valuation report reflects statutory changes, regulatory changes and board actions through January
2022. Any subsequent changes or actions are not reflected.
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CALPERS ACTUARIAL VALUATION - June 30, 2021
Safety Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Item 5.

Breakdown of Entry Age Accrued Liability

Active Members $22,422,859
Transferred Members 3,804,711
Terminated Members 150,212
Members and Beneficiaries Receiving Payments 80,379,058
Total $106,756,840

Allocation of Plan’s Share of Pool’s
Experience/Assumption Change

It is the policy of CalPERS to ensure equity within the risk pools by allocating the pool’s experience
gains/lossesandassumption changesin a mannerthat treatseach employerequitably and maintains benefit
security for the members of the System while minimizing substantial variations in employer contributions.
The Pool’s experience gains/losses and impact of assumption/method changes is allocated to the plan as
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follows:
1. Plan’s Accrued Liability $106,756,840
2. Projected UAL balance at 6/30/2021 29,597,854
3. Pool’s Accrued Liability? 27,398,042,131
4. Sum of Pool’s Individual Plan UAL Balances at 6/30/2021! 6,920,959,100
5. Pool’s 2020/21 Investment (Gain)/Loss! (2,925,172,404)
6. Pool’s 2020/21 Non-Investment (Gain)/Loss? (102,877,200)
7. Plan’s Share of Pool’s Investment (Gain)/Loss: [(1) - (2)] + [(3) - (4)] x (5) (11,022,241)
8. Plan’s Share of Pool’s Non-Investment (Gain)/Loss: (1) + (3) x (6) (400,862)
9. Plan’s New (Gain)/Loss as of 6/30/2021: (7) + (8) (11,423,103)
10. Increasein Pool’s Accrued Liability due to Change in Assumptions! 144,971,064
11. Plan’s Share of Pool’s Change in Assumptions: (1) +(3) x (10) 564,882
12. Increasein Pool’s Accrued Liability due to Funding Risk Mitigation! 661,723,040
13. Plan’s Share of Pool’s Change due to Funding Risk Mitigation: (1) +(3) x (12) 2,578,413
14. Offset due to Funding Risk Mitigation (2,683,803)
15. Plan’s Net Investment (Gain): (7) — (14) (8,338,438)

! Does notinclude plans that transferred to Pool on the valuation date.

Development of the Plan’s Share of Pool’s Market

Value of Assets

16. Plan’s UAL: (2) + (9) + (11) + (13) $21,318,046
17. Plan’s Share of Pool’s MVA: (1) - (16) $85,438,794
Rate Plan belonging to the Safety Risk Pool Page 11




CALPERS ACTUARIAL VALUATION - June 30, 2021
Safety Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Item 5.

Schedule of Plan’s Amortization Bases

Note that there is a two-year lag between the valuation date and the start of the contribution fiscal year.

e The assets, liabilities, and funded status of the plan are measured as of the valuation date: June 30, 2021.
e The required employer contributions determined by the valuation are for the fiscal year beginning two years after the valuation date: FY 2023-24.

This two-year lag is necessary due to the amount of time needed to extract and test the membership and financial data, and the need to provide pub lic agencies with
their required employer contribution well in advance of the start of the fiscal year.

The Unfunded Accrued Liability (UAL) is used to determine the employer contribution and therefore must be rolled forward two years from the valuation da te to the first
day of the fiscal year for which the contribution is being determined. The UAL is rolled forward each year by subtracting the expected payment on the UAL for the fiscal
year and adjusting for interest. The expected payment for the first fiscal year is determined by the actuarial valuation two years ago and the contribution for the second
yearis from the actuarial valuation one year ago. Additional discretionary payments are reflected in the Expected Payments column in the fiscal year they were made by

the agency.

Minimum

Ramp Escala- Expected Expected Required

Date Level Ramp tion Amort. Balance Payment Balance Payment Balance Payment

Reason for Base Est. 2023-24 Shape Rate Period 6/30/21 2021-22 6/30/22 2022-23 6/30/23 2023-24
Investment (Gain)/Loss 6/30/13 100%.. Up/Down__ 2.80% 22 8,928,579 622,451 8,892,456 639,568 8,836,187 641,351
Non-Investment (Gain)/Loss _ 6/30/13 100% _Up/Down  2.80% 22 (109,506) (7,634) (109,063) (7.844) (108,373) (7.866)
Share of Pre-2013 Pool UAL  6/30/13 No Ramp 2.80% 14 7,059,008 607,822 6,910,872 624,538 6,735,388 629,722
Assumption Change 6/30/14 . .100%. _Up/Down_ _ 2.80% 13 4,279,771 430,357 4,126,047 442,192 3,949,639 447,092
Investment (Gain)/Loss 6/30/14 _ 100% _Up/Down  2.80% 23 (6,924,152) (469,714) (6,909,573) (482,631) (6,880,653) (483,562)
Non-Investment (Gain)/Loss _6/30/14  100% _Up/Down _ 2.80% 23 84,948 5,763 84,769 5921 84,414 5932
Investment (Gain)/Loss 6/30/15 100% _Up/Down  2.80% 24 4,274,695 282,672 4,273,249 290,446 4,263,671 290,762
Non-Investment (Gain)/Loss__6/30/15 100%.. Up/Down__ 2.80% 24 (15,509) (1,026) (15,503) (1,054) (15,468) (1,055)
Assumption Change 6/30/16 100% Up/Down  2.80% 15 1,634,360 120,261 1,621,214 154,460 1,571,831 155,877
Investment (Gain)/Loss 6/30/16  100% _Up/Down  2.80% 25 5,424,470 283,722 5,500,124 364,405 5,497 541 364,504
Non-Investment (Gain)/Loss _6/30/16 _ 100% _Up/Down _ 2.80% 25 (881,803) (46,122) (894,101) (59,238) (893,681) (59,254)
Assumption Change 6/30/17 . _...100%. _Up/Down_ _ 2.80% 16 2,103,368 114,518 2,128,049 156,889 2,110,621 197,739
Investment (Gain)/Loss 6/30/17 100% _Up/Down  2.80% 26 (2,675,818) (105,156) (2,749,101) (144,064) (2,787,158) (179,991)
Non-Investment (Gain)/Loss _6/30/17  100% _Up/Down _ 2.80% 26 67,408 2,649 69,254 3,629 70,213 4,534
Assumption Change 6/30/18 80% Up/Down  2.80% 17 3,136,481 114,373 3,231,564 176,278 3,269,137 236,720
Investment (Gain)/Loss 6/30/18 80%..Up/Down _ 2.80% 27 (815,960) (21,690) (849,030) (33.429) (872,217) (44,503)
Method Change 6/30/18 80%___Up/Down _ 2.80% 17 710,122 25,895 731,649 39,911 740,155 53,595
Non-Investment (Gain)/Loss _ 6/30/18 80% Up/Down  2.80% 27 387,047 10,288 402,734 15,857 413,733 21,110
Investment (Gain)/Loss 6/30/19 60%  UpOnly 0.00% 18 388,267 8,489 405,896 16,978 415951 25,010
Non-Investment (Gain)/Loss _ 6/30/19 No Ramp 0.00% 18 462,985 42,249 450,806 42,249 437,799 41,508
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CALPERS ACTUARIAL VALUATION - June 30, 2021

Safety Plan of the Town of Los Gatos ftem .
CalPERS ID: 4589482285
Schedule of Plan’s Amortization Bases (Continued)
Minimum
Ramp Escala- Expected Expected Required
Date Level Ramp tion Amort. Balance Payment Balance Payment Balance Payment
Reason for Base Est. 2023-24 Shape Rate Period 6/30/21 2021-22 6/30/22 2022-23 6/30/23 2023-24
Investment (Gain)/Loss 6/30/20 40% . Up Only 0.00% 19 1,763,488 0 1,883,405 41,256 1,968,841 80,934
Non-Investment (Gain)/Loss _ 6/30/20 No Ramp 0.00% 19 315,605 0 337,066 30,816 328,140 30,262
Assumption Change 6/30/21 No Ramp 0.00% 20 564,882 (43,367) 648,111 (44,581) 738,254 66,386
Net Investment (Gain) 6/30/21 20%  UpOnly 0.00% 20 (8,338,438) 0 (8,905,452) 0 (9,511,023) (204,437)
Non-Investment (Gain)/Loss _6/30/21 No Ramp 0.00% 20 (400,862) 0 (428,121) 0 (457,233) (41,116)
Risk Mitigation 6/30/21 No Ramp 0.00% 1 2,578,413 (55,497) 2,811,098 (57,051) 3,061,211 3,163,581
Risk Mitigation Offset 6/30/21 No Ramp 0.00% 1 (2,683,803) 0 (2,866,302) 0 (3,061,211) (3,163,581)
Total 21,318,046 1,921,303 20,782,117 2,215,501 19,905,709 2,271,254

The (gain)/lossbasesare the plan’s allocated share of the risk pool's (gain)/loss for the fiscal yearasdisclosed in “Allocation of Plan’s Share of Pool’s Experience/Assumption
Change” earlier in this section. These (gain)/loss bases will be amortized in accordance with the CalPERS amortization policy in effect at the time the base was established.

Rate Plan belonging to the Safety Risk Pool
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CALPERS ACTUARIAL VALUATION - June 30, 2021
Safety Plan of the Town of Los Gatos

Item 5.

CalPERS ID: 4589482285

Amortization Schedule and Alternatives

The amortization schedule on the previous page(s) shows the minimum contributions required according to the CalPERS
amortization policy. Many agencies have expressed a desire for a more stable pattern of payments or have indicated interest
in paying off the unfunded accrued liabilities more quickly than required. As such, we have provided alternative amortization
schedules to help analyze the current amortization schedule and illustrate the potential savings of accelerating unfunded
liability payments.

Shown on the following page are future year amortization payments based on 1) the current amortization schedule reflecting
the individual bases andremaining periods shown on the previous page, and 2) alternative “freshstart” amortization schedules
using two sample periods that would both result in interest savings relative to the current amortization schedule. To initiate
a Fresh Start, please contact the plan actuary.

The Current Amortization Schedule typically contains both positive and negative bases. Positive bases result from plan
changes, assumption changes, method changes or plan experience that increase unfunded liability. Negative bases result
from plan changes, assumption changes, method changes, or plan experience that decrease unfunded liability. The
combinationof positive and negative bases within an amortization schedule can resultin unusual or problematic circumstances
in future years, such as:

¢ When a negative payment would be required on a positive unfunded actuarial liability; or
e  When the payment would completely amortize the total unfunded liability in a very short time period, and results in
a large change in the employer contribution requirement.

In any year when one of the above scenarios occurs, the actuary will consider corrective action such as replacing the existing
unfunded liability bases with a single “fresh start” base and amortizing it over an appropriate period.

The Current Amortization Schedule on the following page may appear to show that, based on the current amortization bases,
one of the above scenarios will occur at some point in the future. Itis impossible to know today whether such a scenario will
in factarise sincethere will be additional bases added to the amortization schedulein each future year. Should such a scenario
arise in any future year, the actuary will take appropriate action based on guidelines in the CalPERS amortization policy.

Rate Plan belonging to the Safety Risk Pool
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CALPERS ACTUARIAL VALUATION - June 30, 2021

Safety Plan of the Town of Los Gatos ftem s.
CalPERS ID: 4589482285
Amortization Schedule and Alternatives (continued)
Alternate Schedules
Cu rrel;tc::dolll’lt;zatlon 10 Year Amortization 5 Year Amortization
Date Balance Payment Balance Payment Balance Payment
6/30/2023 19,905,709 2,271,254 19,905,709 2,717,118 19,905,709 4,672,592
6/30/2024 18,912,088 2,247,857 18,451,316 2,717,118 16,430,450 4,672,593
6/30/2025 17,875,084 2,159,561 16,898,025 2,717,118 12,718,872 4,672,592
6/30/2026 16,858,811 2,064,817 15,239,110 2,717,118 8,754,908 4,672,593
6/30/2027 15,871,342 1,931,542 13,467,389 2,717,118 4,521,393 4,672,592
6/30/2028 14,954,458 2,004,695 11,575,191 2,717,117
6/30/2029 13,899,627 2,079,899 9,554,324 2,717,118
6/30/2030 12,695,350 2,157,209 7,396,037 2,717,117
6/30/2031 11,329,285 2,236,683 5,090,988 2,717,117
6/30/2032 9,788,198 2,203,733 2,629,195 2,717,118
6/30/2033 8,176,367 2,166,649
6/30/2034 6,493,255 2,082,990
6/30/2035 4,782,151 1,937,326
6/30/2036 3,105,226 1,677,412
6/30/2037 1,582,875 605,571
6/30/2038 1,064,686 424,751
6/30/2039 698,128 281,293
6/30/2040 454,902 192,183
6/30/2041 287,225 296,830
6/30/2042
6/30/2043
6/30/2044
6/30/2045
6/30/2046
6/30/2047
6/30/2048
6/30/2049
6/30/2050
6/30/2051
6/30/2052
Total 31,022,255 27,171,177 23,362,962
Interest Paid 11,116,546 7,265,468 3,457,253
Estimated Savings 3,851,078 7,659,293
Rate Plan belonging to the Safety Risk Pool
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Safety Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Employer Contribution History

The table below provides a recent history of the required employer contributions for the plan. The amounts are
based on the actuarial valuation from two years prior and does not account for prepayments or benefit changes
made during a fiscal year. Additional discretionary payments before July 1, 2019 or after June 30, 2021 are not

included.
Fiscal Employer Unfunded Liability Additional Discretionary
Year Normal Cost Payment ($) Payments
2016-17 21.230% $755,232 N/A
2017-18 21.418% 936,513 N/A
2018-19 22.346% 1,197,652 N/A
2019-20 23.654% 1,485,723 0
2020-21 25.540% 1,708,222 0
2021 -22 25.59% 2,020,167
2022 -23 25.64% 2,317,133
2023 -24 29.09% 2,271,254

Funding History

The table below shows the recent history of the actuarial accrued liability, share of the pool’s market value of
assets, unfunded accrued liability, funded ratio, and annual covered payroll.

Item 5.
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Accrued Share of Pool’s Unfunded Annual

Valuation Liability Market Value of Accrued Funded Covered

Date (AL) Assets (MVA) Liability (UAL) Ratio Payroll
06/30/2012 $63,382,845 $42,847,766 $20,535,079 67.6% $4,865,092
06/30/2013 66,292,581 47,576,183 18,716,398 71.8% 4,773,335
06/30/2014 71,547,336 58,842,584 12,704,752 82.2% 4,622,908
06/30/2015 75,115,894 58,735,321 16,380,573 78.2% 4,720,142
06/30/2016 79,779,856 58,072,244 21,707,612 72.8% 4,616,986
06/30/2017 84,570,154 62,493,962 22,076,192 73.9% 4,322,818
06/30/2018 91,111,357 65,569,436 25,541,921 72.0% 4,321,498
06/30/2019 95,874,854 68,916,726 26,958,128 71.9% 4,614,993
06/30/2020 99,040,905 69,727,959 29,312,946 70.4% 4,380,747
06/30/2021 106,756,840 85,438,794 21,318,046 80.0% 3,935,891
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CalPERS Actuarial Valuation — June 30, 2021
Safety Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Future Investment Return Scenarios

Analysis using the investment return scenarios from the Asset Liability Management process completed in
2021 was performed to determine the effects of various future investment returns on required employer
contributions. The projections below reflect the impact of the CalPERS Funding Risk Mitigation policy. The
projections also assume that all other actuarial assumptions will be realized and that no further changesin
assumptions, contributions, benefits, or funding will occur.

The first table shows projected contribution requirements if the fund were to earn either 3.0% or 10.8%
annually. These alternate investment returns were chosen because 90% of long-term average returns are
expected to fall between them over the 20-year period ending June 30, 2041.

Item 5.

Assumed Annual Return Projected Employer Contributions
FY 2021-22
through 2040-41 2024-25 2025-26 2026-27 2027-28 2028-29

3.0% (5% percentile)

Normal Cost Rate 29.1% 29.1% 29.1% 29.1% 29.1%

UAL Contribution $2,328,000 | $2,402,000 | $2,553,000 | $2,750,000 | $3,241,000
10.8% (95 percentile)

Normal Cost Rate 29.6% 30.1% 30.6% 31.1% 31.6%

UAL Contribution $2,173,000 | $1,937,000 | $1,613,000 $56,000 $0

Required contributions outside of this range are also possible. In particular, whereas it is unlikely that
investment returns will average less than 3.0% or greater than 10.8% over a 20-year period, the likelihood
of a single investment return less than 3.0% or greater than 10.8% in any given year is much greater. The
following analysis illustrates the effect of an extreme, single year investment return.

The portfolio has an expected volatility (or standard deviation) of 12.0% per year. Accordingly, in any given
year there is a 16% probability that the annual return will be -5.2% or less and a 2.5% probability that the
annual return will be -17.2% or less. These returns represent one and two standard deviations below the
expected return of 6.8%.

The following table shows the effect of a one or two standard deviation investment loss in FY 2021-22 on the
FY 2024-25 contribution requirements. Note that a single-year investment gain or loss decreases or increases
the required UAL contribution amount incrementally for each of the next five years, not just one, due to the
5-year ramp in the amortization policy. However, the contribution requirements beyond the first year are also
impacted by investment returns beyond the first year. Historically, significant downturns in the market are
often followed by higher than average returns. Such investment gains would offset the impact of these single
year negative returnsin years beyond FY 2024-25.

Page 128

Required Projected
Assumed Annual Return for Employer Employer
Fiscal Year 2021-22 Contributions Contributions
2023-24 2024-25
(17.2)% (2 standard deviation loss)
Normal Cost Rate 29.09% 29.1%
UAL Contribution $2,271,254 $2,753,000
(5.2)% (1 standard deviation loss)
Normal Cost Rate 29.09% 29.1%
UAL Contribution $2,271,254 $2,500,000

e  Without investment gains (returns higher than 6.8%) in year FY 2022-23 or later, projected
contributions rates would continue to rise over the next four years due to the continued phase-n of
the impact of the illustrated investment loss in FY 2021-22.
e The Pension Outlook Tool can be used to model projected contributions for these scenarios beyond
FY 2024-25 as well as to model other investment return scenarios.
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Item 5.

Discount Rate Sensitivity

The discount rate assumption is calculated as the sum of the assumed real rate of return and the assumed
annual price inflation, currently 4.5% and 2.3%, respectively. Changing either the price inflation assumption or
the real rate of return assumption will change the discount rate. The sensitivity of the valuation results to the
discount rate assumption depends on which component of the discount rate is changed. Shown below are
various valuation results as of June 30, 2021 assuming alternate discount rates by changingthe two components
independently. Results are shown using the current discount rate of 6.8% as well as alternate disco unt rates of
5.8% and 7.8%. The rates of 5.8% and 7.8% were selected since they illustrate the impact of a 1.0% increase

or decrease to the 6.8% assumption.

Sensitivity to the Real Rate of Return Assumption

1% Lower Current 1% Higher
As of June 30, 2021 Real Return Rate Assumptions Real Return Rate
Discount Rate 5.8% 6.8% 7.8%
Inflation 2.3% 2.3% 2.3%
Real Rate of Return 3.5% 4.5% 5.5%
a) Total Normal Cost 48.23% 38.08% 30.40%
b) Accrued Liability $121,251,823 $106,756,840 $94,909,445
c) Market Value of Assets $85,438,794 $85,438,794 $85,438,794
d) Unfunded Liability/(Surplus) [(b) - (c)] $35,813,029 $21,318,046 $9,470,651
e) Funded Ratio 70.5% 80.0% 90.0%
Sensitivity to the Price Inflation Assumption
1% Lower Current 1% Higher
As of June 30, 2021 Inflation Rate Assumptions Inflatiog Rate

Discount Rate 5.8% 6.8% 7.8%
Inflation 1.3% 2.3% 3.3%
Real Rate of Return 4.5% 4.5% 4.5%
a) Total Normal Cost 39.93% 38.08% 34.64%
b) Accrued Liability $110,487,974 $106,756,840 $97,965,010
c) Market Value of Assets $85,438,794 $85,438,794 $85,438,794
d) Unfunded Liability/(Surplus) [(b) - (c)] $25,049,180 $21,318,046 $12,526,216
e) Funded Ratio 77.3% 80.0% 87.2%

Mortality Rate Sensitivity

The following table looks at the change in the June 30, 2021 plan costs and funded status under two different
longevity scenarios, namely assuming post-retirement rates of mortality are 10% lower or 10% higher than our
current mortality assumptions adopted in 2021. This type of analysis highlights the impact on the plan of

improving or worsening mortality over the long-term.
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10% Lower Current 10% Higher
As of June 30, 2021 Mortality Rates Assumptions Mortality Rates
a) Total Normal Cost 38.56% 38.08% 37.63%
b) Accrued Liability $108,409,332 $106,756,840 $105,226,201
c) Market Value of Assets $85,438,794 $85,438,794 $85,438,794
d) Unfunded Liability/(Surplus) [(b) - (c)] $22,970,538 $21,318,046 $19,787,407
e) Funded Ratio 78.8% 80.0% 81.2%
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Maturity Measures

As pension plans mature they become more sensitive to risks. Understanding plan maturity and how it affects
the ability of a pension plan sponsor to tolerate risk is important in understanding how the pension plan is
impacted by investment return volatility, other economic variables and changes in longevity or other
demographic assumptions. Since it is the employer that bears the risk, it is appropriate to perform this analysis
on a pension plan level considering all rate plans. The following measures are for one rate plan only.

One way to look at the maturity level of CalPERS and its plans is to look at the ratio of a plan’s retiree liability
to its total liability. A pension plan in its infancy will have a very low ratio of retiree liability to total liability. As
the plan matures, the ratio starts increasing. A mature plan will often have a ratio above 60%-65%.

Ratio of Retiree Accrued Liability to

Item 5.

Total Accrued Liability June 30, 2020 June 30, 2021
1. Retired Accrued Liability $71,709,978 $80,379,058
2. Total Accrued Liability 99,040,905 106,756,840
3. Ratio of Retiree AL to Total AL [(1) / (2)] 0.72 0.75

Another measure of maturity level of CalPERS and its plans is to look at the ratio of actives to retirees, also
called the support ratio. A pension plan in its infancy will have a very high ratio of active to retired members. As
the plan matures and members retire, the ratio declines. A mature plan will often have a ratio near or below
one.

To calculate the support ratio for the rate plan, retirees and beneficiaries receiving a continuance are each
counted as one, even though they may have only worked a portion of their careers as an active member of this
rate plan. For this reason, the support ratio, while intuitive, may be less informative than the ratio of retiree
liability to total accrued liability above. For comparison, the support ratio for all CalPERS public agency plans is
0.82 and is calculated consistently with how it is for the individual rate plan. Note that to calculate the support
ratio for all public agency plans, a retiree with service from more than one CalPERS agency is counted as a
retiree more than once.
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Support Ratio June 30, 2020 June 30, 2021

1. Number of Actives 27 24

2. Number of Retirees 84 88

3. Support Ratio [(1) / (2)] 0.32 0.27
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Maturity Measures (Continued)

The actuarial calculations supplied in this communication are based on various assumptions about long-term
demographic and economic behavior. Unless these assumptions (e.g., terminations, deaths, disabilites,
retirements, salary growth, investment return) are exactly realized each year, there will be differenceson a
year-to-year basis. The year-to-year differences between actual experience and the assumptions are called
actuarial gains and losses and serve to lower or raise required employer contributions from one year to the
next. Therefore, employer contributions will inevitably fluctuate, especially due to the ups and downs of
investment returns.

Asset Volatility Ratio

Shown in the table below is the asset volatility ratio (AVR), which is the ratio of market value of assetsto payroll.
Plans that have higher AVR experience more volatile employer contributions (as a percentage of payroll) due to
investment return. For example, a plan with an asset-to-payroll ratio of 8 may experience twice the contribution
volatility due to investment return volatility than a plan with an asset-to-payroll ratio of 4. It should be noted
that this ratio is @ measure of the current situation. It increases over time but generally tends to stabilize as the
plan matures.

Liability Volatility Ratio

Also shown in the table below is the liability volatility ratio (LVR), which is the ratio of accrued liability to payroll.
Plans that have a higher LVR experience more volatile employer contributions (as a percentage of payroll) due
to changesin liability. Forexample, a plan with LVRratio of 8 is expected to have twice the contribution volatility
of a plan with LVR of 4. It should be noted that this ratio indicates a longer-term potential for contribution
volatility, since the AVR, described above, will tend to move closer to the LVR as the funded ratio approaches
100%.
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Contribution Volatility June 30, 2020 June 30, 2021
1. Market Value of Assets $69,727,959 $85,438,794
2. Payroll 4,380,747 3,935,891
3. Asset Volatility Ratio (AVR) [(1) / (2)] 15.9 21.7
4. Accrued Liability $99,040,905 $106,756,840
5. Liability Volatility Ratio (LVR) [(4) / (2)] 22.6 27.1

Maturity Measures History

Ratio of I

. I Asset Liability

Valuation Date  Retiree Acczzed Liability S;';fig"‘ Volatility  Volatility
Total Accrued Liability Ratio Ratio
06/30/2017 0.71 0.44 14.5 19.6
06/30/2018 0.74 0.39 15.2 21.1
06/30/2019 0.73 0.36 14.9 20.8
06/30/2020 0.72 0.32 15.9 22.6
06/30/2021 0.75 0.27 21.7 27.1
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Hypothetical Termination Liability

The hypothetical termination liability is an estimate of the financial position of the plan had the contract with
CalPERS been terminated as of June 30, 2021. The plan liability on a termination basis is calculated differently
compared to the plan’s ongoing funding liability. For the hypothetical termination liability calculation, both
compensation and service are frozen as of the valuation date and no future pay increases or service accruals
are assumed. This measure of funded status is not appropriate for assessing the need for future employer
contributions in the case of an ongoing plan, that is, for an employer that continues to provide CalPERS
retirement benefits to active employees.

A more conservative investment policy and asset allocation strategy was adopted by the board for the
Terminated Agency Pool. The Terminated Agency Pool has limited funding sources since no future employer
contributions will be made. Therefore, expected benefit payments are secured by risk-free assets and benefit
security for members is increased while limiting the funding risk. However, this asset allocation has a lower
expected rate of return than the PERF and consequently, a lower discount rate is assumed. The lower discount
rate for the Terminated Agency Pool results in higher liabilities for terminated plans.

The effective termination discount rate will depend on actual market rates of return for risk-free securities on
the date of termination. As market discount ratesare variable, the table below shows a range forthe hypothetical
termination liability based on the lowest and highest interest rates observed during an approximate 19 -month
period from 12 months before the valuation date to seven months after.

Hypothetical Unfunded Hypothetical Unfunded
Market Termination Funded Termination Termination Funded Termination
Value of Liability%2 Ratio Liability Liabilityl2 Ratio Liability
Assets (MVA) at1.00% at 1.00% at 2.25% at 2.25%
$85,438,794 $253,692,408 33.7% $168,253,614 $208,007,732 41.1% $122,568,938

! The hypothetical liabilities calculated above include a 5% contingency load. The contingency load and other actuarial
assumptions canbe found in AppendixA.

2 The discountrate used for termination valuations is a weighted average of the 10-year and 30-year U.S. Treasury yields
where the weights are based on matching asset and liability durations as of the termination date. The discount rates
used in the table are based on 20-year Treasury bonds, rounded to the nearest quarter percentage point, which is a
good proxy for most plans. The 20-year Treasury yield was 2.00% on June 30, 2021, the valuation date.

In order to terminate the plan, first contact our Pension Contract Services unit to initiate a Resolution of Intent
to Terminate. The completed Resolution will allow the plan actuary to provide a preliminary termination valuation
with a more up-to-date estimate of the plan liabilities. Before beginning this process, please consult with the
plan actuary.
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Participant Data

The table below shows a summary of the plan’s member data upon which this valuation is based:

June 30, 2020

Active Members

Counts 27
Average Attained Age 47.76
Average Entry Age to Rate Plan 34.18
Average Years of Credited Service 13.33
Average Annual Covered Pay $162,250
Annual Covered Payroll $4,380,747
Present Value of Future Payroll $27,360,979
Transferred Members 12
Separated Members 2

Retired Members and Beneficiaries
Counts* 84
Average Annual Benefits* $58,956

June 30, 2021

24
48.12

34.85

12.98
$163,995
$3,935,891
$23,079,247

11

88
$61,920

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

counting of liabilities.

* Values include community property settlements.

List of Class 1 Benefit Provisions

This plan has the additional Class 1 Benefit Provisions:

e One Year Final Compensation (FAC 1)
e  Post-Retirement Survivor Allowance (PRSA)

Rate Plan belonging to the Safety Risk Pool
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Item 5.

Plan’s Major Benefit Options

Shown below is a summary of the major optional benefits for which the agency has contracted. A description of principal standard and optional plan provisions

is in Section 2.
Benefit Group

Member Category Police Police
Demographics
Actives Yes No
Transfers/Separated Yes No
Receiving Yes Yes
Benefit Provision
Benefit Formula 3% @ 50

Social Security Coverage No

Full/Modified Full
Employee Contribution Rate 9.00%
Final Average Compensation Period One Year
Sick Leave Credit Yes
Non-Industrial Disability Standard
Industrial Disability Standard
Pre-Retirement Death Benefits

Optional Settlement 2 Yes

1959 Survivor Benefit Level Level 4

Special Yes

Alternate (firefighters) No
Post-Retirement Death Benefits

Lump Sum $500 $500

Survivor Allowance (PRSA) Yes Yes
COLA 2% 2%
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Safety Plan of the Town of Los Gatos
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Section 2

CALIFORNIA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Risk Pool Actuarial Valuation Information

Section 2 may be found on the CalPERS website
(www.calpers.ca.gov) in the Forms and

Publications section
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Item 5.

July 2022

PEPRA Safety Police Plan of the Town of Los Gatos (CalPERS ID: 4589482285)
Annual Valuation Report as of June 30, 2021

Dear Employer,

Attached to this letter, you will find the June 30, 2021 actuarial valuationreport for the rate plan noted above. Provided
in this report is the determination of the minimum required employer contributions for fiscal year (FY)
2023-24. In addition, the report contains important information regarding the current financial status of the plan as
well as projections and risk measures to aid in planning for the future.

Because this planis in a risk pool, the following valuation report has been separated into two sections:

e Section 1 contains spedificinformation for the plan including the development of the current and projected
employer contributions, and
e Section 2 contains the Risk Pool Actuarial Valuation appropriate to the plan as of June 30, 2021.

Section 2 can be found on the CalPERS website (www.calpers.ca.gov). From the home page, go to "Forms &
Publications” and select "View All'. In the search box, enter "Risk Poo/” and from the results list download the Safety
Risk Pool Actuarial Valuation Report for June 30, 2021.

Your June 30, 2021 actuarial valuation report contains important actuarial information about your pension plan at
CalPERS. The plan actuary whose signature is in the Actuarial Certification is available to discuss.

Actuarial valuationsare based on assumptionsregarding future plan experience including investment return and payroll
growth, eligibility forthe types of benefits provided, andlongevity among retirees. The CalPERS Board of Administration
(board) adopts these assumptions after considering the advice of CalPERS actuarial and investment teams and other
professionals. Each actuarial valuation reflects all prior differences be tweenactual and assumed experience and adjusts
the contribution requirements as needed. This valuation is based on an investment return assumption of 6.8%, which
was adopted by the board in November 2021. Other assumptions used in this report are those recommended in the
CalPERS Experience Study and Review of Actuarial Assumptions report from November 2021.

Required Contribution

The table below shows the minimum required employer contributions and the Employee PEPRA Rate for FY 2023-24
along with estimates of the required contributions for FY 2024-25. Employee contributions other than cost sharing
(whether paid by the employer or the employee) are in addition to the results shown below. The required employer
contributions in this report do not reflect any cost sharing arrangement between the agency and the
employees.

Fiscal Year Employer Normal Employer Amortization of PEPRA Member
Cost Rate Unfunded Accrued Liability Rate
2023-24 14.50% $0 14.50%
Projected Results
2024-25 14.5% $0 TBD
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PEPRA Safety Police Plan of the Town of Los Gatos
(CalPERS ID: 4589482285)

Annual Valuation Report as of June 30, 2021

Page 2

The actual investment return for FY 2021-22 was not known at the time this report was prepared. The projections
above assume the investment return for that year would be 6.8%. To the extent the actual investment return
for FY 2021-22 differs from 6.8%, the actual contribution requirements for FY 2024-25 will differ from
those shown above. For additional details regarding the assumptions and methods used for these projections,
please refer to the “Projected Employer Contributions”in the “Highlights and Executive Summary” section. This section
also contains projected required contributions through FY 2028-29.

Changes from Previous Year’s Valuation

OnJuly 12, 2021, CalPERS reported a preliminary 21.3% net return on investments for FY 2020-21. Since the retum
exceeded the 7.00% discount rate sufficiently, the CalPERS Funding Risk Mitigation policy allows CalPERS to use a
portion of the investment gain to offset the cost of reducing the expected volatility of future investment returns. Based
on the thresholds specified in the policy, the excess return of 14.3% prescribes a reduction in investment volatility that
corresponds to a reduction in the discount rate of 0.20%, from 7.00% to 6.80%.

On November17,2021, the board adopted new actuarial assumptions based on the recommendations in the November
2021 CalPERS Experience Study and Review of Actuarial Assumptions. This study reviewed the retirement rates,
termination rates, mortality rates, rates of salary increases, and inflation assumption for public agendies. These new
assumptions are incorporated in this actuarial valuation and will impact the required contribution for FY 2023-24. In
addition, the board adopted a new strategic asset allocation as part of its Asset Liability Management process. The new
asset allocation along with the new capital market assumptions and economic assumptions support a discount rate of
6.80%. This includes a reduction in the price inflation assumption from 2.50% to 2.30%.

Besides the above noted changes, there may also be changes specific to the plan such as contract amendments and
funding changes.

Furtherdescriptions of general changesare included in the “Highlights and Executive Summary” sectionand in Appendix
A of the Section 2 report, “Actuarial Methods and Assumptions.”

Questions
We understand that you might have questions about these results, and the plan actuary whose signature is on the

valuation reportis available to discuss. If you have other questions, you may call the Customer Contact Centerat (888)-
CalPERS or (888-225-7377).

Sincerely,

/57

SCOTT TERANDO, ASA, EA, MAAA, FCA, CFA
Chief Actuary
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Actuarial Certification

To the best of our knowledge, this report, comprising of Sections 1 and 2, is complete and accurate and contains
sufficient information to disclose, fully and fairly, the funded condition of the PEPRA Safety Police Plan of the
Town of Los Gatos and satisfies the actuarial valuation requirements of Government Code section 7504. This
valuation is based on the member and financial data as of June 30, 2021 provided by the various CalPERS
databases and the benefits under this plan with CalPERS as of the date this report was produced. Section 1 of
this report is based on the member and financial data for Town of Los Gatos, while Section 2 is based on the
corresponding information for all agencies participating in the Safety Risk Pool to which the plan belongs.

As set forth in Section 2 of this report, the pool actuaries have certified that, in their opinion, the valuation of the
Safety Risk Pool has been performed in accordance with generally accepted actuarial principles consistent with
standards of practice prescribed by the Actuarial Standards Board, and that the assumptions and methods are
internally consistent and reasonable for the risk pool as of the date of this valuation and as prescribed by the
CalPERS Board of Administration according to provisions set forth in the California Public Employees’ Retirement
Law.

Having relied upon the information set forth in Section 2 of this report and based on the census and benefit
provision information for the rate plan, itis my opinion as the plan actuary that the Unfunded Accrued Liability
amortization bases as of June 30, 2021 and employer contribution as of July 1, 2023 have been properly and
accurately determined in accordance with the principles and standards stated above.

The undersigned is an actuary who satisfies the Qualification Standards for Actuaries Issuing Statements of
Actuarial Opinion in the United States with regard to pensions.

Ol t—

DAVID CLEMENT, ASA, MAAA, EA
Senior Pension Actuary, CalPERS
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Introduction

This report presents the results of the June 30, 2021 actuarial valuation of the PEPRA Safety Police Plan of the
Town of Los Gatos of the California Public Employees’ Retirement System (CalPERS). This actuarial valuation
sets the required employer contributions for (FY) 2023-24.

Purpose of Section 1

This Section 1 report for the PEPRA Safety Police Plan of the Town of Los Gatos of CalPERS was prepared by
the plan actuary in order to:

Set forth the assets and accrued liabilities of this plan as of June 30, 2021;
Determine the minimum required employer contribution for this plan for the FY July 1, 2023 through
June 30, 2024; and

e  Provide actuarial information as of June 30, 2021 to the CalPERS Board of Administration (board) and
other interested parties.

The pension funding information presented in this report should not be used in financial reports subject to
Governmental Accounting Standards Board (GASB) Statement No. 68 for a Cost Sharing Employer Defined
Benefit Pension Plan. A separate accounting valuation report for such purposes is available on the CalPERS
website (www.calpers.ca.gov).

The measurements shown in this actuarial valuation may not be applicable for other purposes. The agency
should contact the planactuary before disseminatingany portionof this report forany reason thatis not explicitly
described above.

Future actuarial measurements may differ significantly from the current measurements presented in this report
due to such factors as the following: plan experience differing from that anticipated by the economic or
demographic assumptions; changes in economic or demographic assumptions; changes in actuarial policies;
changes in plan provisions or applicable law; and differences between the required contributions determined by
the valuation and the actual contributions made by the agency.

Assessment and Disclosure of Risk

This report includes the following risk disclosures consistent with the recommendations of Actuarial Standards
of Practice No. 51 and recommended by the California Actuarial Advisory Panel (CAAP) in the Model Disclosure
Elements document:

e A™MScenario Test,” projecting future results under different investment income returns.

e A"Sensitivity Analysis,” showing the impact on current valuation results using alternative discount rates
of 5.8% and 7.8%.

e A “Sensitivity Analysis,” showing the impact on current valuation results assuming rates of mortality
are 10% loweror 10% higherthan our current post-retirement mortality assumptions adopted in 2021.

e Plan maturity measures indicating how sensitive a plan may be to the risks noted above.
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Required Contributions

Required Employer Contributions

Employer Normal Cost Rate
Plus
Required Payment on Amortization Bases!
Paid either as
1) Monthly Payment
Oor
2) Annual Prepayment Option*

Required PEPRA Member Contribution Rate

later than July 31).

on PEPRA Member Contribution Rates.

Fiscal Year
2023-24
14.50%

$0
$0.00

$0

14.50%

The total minimum required employer contribution is the sum of the Plan’s Employer Normal Cost Rate
(expressed as a percentage of payroll and paid as payroll is reported) plus the Employer Unfunded Accrued
Liability (UAL) Contribution Amount (billed monthly (1) or prepaid annually (2) in dollars).

* Only the UAL portion of the employer contribution can be prepaid (which must be received in full no

For additional detail regarding the determination of the required PEPRA member contribution rate see section

Development of Normal Cost as a Percentage of Payroll
Base Total Normal Cost for Formula
Surcharge for Class 1 Benefits?
a) PRSA

Phase out of Normal Cost Difference3
Plan’s Total Normal Cost
Plan's Employee Contribution Rate

Employer Normal Cost Rate

Fiscal Year
2023-24

27.29%

1.71%
0.00%

29.00%
14.50%

14.50%

1 The required payment on amortization bases does not take into account any additional discretionary payment made after

April 29, 2022.

2 Section 2 of this report contains a list of Class 1 benefits and corresponding surcharges for each benefit.

3 The normal costchange is phased out over a five-year period in accordance with the CalPERS contribution allocation policy.
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Item 5.

Additional Discretionary Employer Contributions

The minimum required employer contribution towards the Unfunded Accrued Liability (UAL) for this rate plan
for the 2023-24 FY is $0. CalPERS allows agencies to make additional discretionary payments (ADPs) atany time
and in any amount. These optional payments serve to reduce the UAL and future required contributions and can
result in significant long-term savings. Agencies can also use ADPs to stabilize annual contributions as a fixed
dollar amount, percent of payroll or percent of revenue.

Provided below are select ADP options for consideration. Making such an ADP during FY 2023-24 does not
require an ADP be made in any future year, nor does it change the remaining amortization period of any portion
of unfunded liability. For information on permanent changes to amortization periods, see the “Amortization
Schedule and Alternatives” section of the report.

Agencies considering making an ADP should contact CalPERS for additional information.

Minimum Required Employer Contribution for Fiscal Year 2023-24

Estimated Minimum UAL ADP Total UAL Estimated Total
Normal Cost Payment Contribution Contribution
$253,826 $0 $0 $0 $253,826

Alternative Fiscal Year 2023-24 Employer Contributions for Greater UAL Reduction

Funding Estimated Minimum UAL ADP! Total UAL Estimated Total
Target Normal Cost Payment Contribution Contribution
N/A N/A N/A N/A N/A N/A

! The ADPamounts are assumed to be made inthe middle of the fiscal year. A payment made earlier or later in the fiscl
year would have to be less or more than the amount shown to have the same effect onthe UALamortization.

Note that the calculations above are based on the projected Unfunded Accrued Liability as of June 30, 2023 as
determined in the June 30, 2021 actuarial valuation. New unfunded liabilities can emerge in future years due to
assumption or method changes, changes in plan provisions, and actuarial experience different than assumed.
Making an ADP illustrated above for the indicated number of years will not result in a plan that is exactly 100%
funded in the indicated number of years. Valuation results will vary from one year to the next and can diverge
significantly from projections over a period of several years.
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Item 5.

Plan’s Funded Status

June 30, 2020 June 30, 2021

1. Present Value of Projected Benefits (PVB) $3,908,684 $6,454,361
2. Entry Age Accrued Liability (AL) 888,807 1,301,901
3. Plan’s Market Value of Assets (MVA) 805,416 1,370,527
4. Unfunded Accrued Liability (UAL) [(2) - (3)] 83,391 (68,626)
5. Funded Ratio [(3) / (2)] 90.6% 105.3%

The UAL and funded ratio are assessments of the need for future employer contributions based on the actuarial
cost method used to fund the plan. The UAL is the present value of future employer contributions for service
that has already been earned and is in addition to future normal cost contributions for active members. The
funded ratio, on the other hand, is a relative measure of funded status that allows for comparison between
plans of different sizes. For measures of funded status that are appropriate for assessing the sufficiency of plan
assets to cover estimated termination liabilities, please see “Hypothetical Termination Liability” in the “Risk
Analysis” section.

Projected Employer Contributions

The table below shows the required and projected employer contributions (before cost sharing) for the next six
fiscal years. The projection assumes that all actuarial assumptions will be realized and that no further changes
to assumptions, contributions, benefits, or funding will occur during the projection period. In particular, the
investment return beginning with FY 2021-22 is assumed to be 6.80% per year, net of investment and
administrative expenses. Actual contribution rates during this projection period could be significantly higher or
lower than the projection shown below. Future contribution requirements may differ significantly from those
shown below. The actual long-term cost of the plan will depend on the actual benefits and expenses paid and
the actual investment experience of the fund.

Required Projected Future Employer Contributions
Contribution| (Assumes 6.80% Return for Fiscal Year 2021-22 and Beyond)
Fiscal Year 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29
Rate Plan 25874 Results
Normal Cost % 14.50% 14.5% 14.5% 14.5% 14.5% 14.5%
UAL Payment $0 $0 $0 $0 $0 $0

For some sources of UAL, the change in UAL is amortized using a 5-year ramp up. For more information, please
see “Amortization of the Unfunded Actuarial Accrued Liability” under “Actuarial Methods” in Appendix A of the
Section 2 Report. This method phases in the impact of the change in UAL overa 5-year period in order to reduce
employer cost volatility from year to year. As a result of this methodology, dramatic changes in the required
employer contributions in any one year are less likely. However, required contributions can change gradually
and significantly over the next five years. In years when there is a large increase in UAL, the relatively small
amortization payments during the ramp up period could result in a funded ratio that is projected to decrease
initially while the contribution impact of the increase in the UAL is phased in.

For projected contributions under alternate investment return scenarios, please see the “Future Investment
Return Scenarios” in the “Risk Analysis” section.

Our online pension plan projection tool, Pension Outlook, is available in the Employers section of the CalPERS
website. Pension Outlook can help plan and budget pension costs under various scenarios.
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Item 5.

Other Pooled Safety Risk Pool Rate Plans

All of the results presented in this Section 1 report, except those shown below, correspond to rate plan 25874.
In many cases, employers have additional rate plans within the same risk pool. For cost analysis and budgeting
it is useful to consider contributions for these rate plans as a whole rather than individually. The estimated
contribution amounts and rates for all of the employer’s rate plans in the Safety Risk Pool are shown below and
assumethatthe payroll foreach rate plan will grow according to the overall payroll growth assumption of 2.80%

per year for three years.
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Fiscal Year Fiscal Year
2022-23 2023-24
Estimated Combined Employer Contributions for all Pooled Safety Rate Plans
Projected Payroll for the Contribution Year $5,803,598 $6,026,373
Estimated Employer Normal Cost $1,362,084 $1,497,671
Required Payment on Amortization Bases $2,336,391 $2,271,254
Estimated Total Employer Contributions $3,698,475 $3,768,925
Estimated Total Employer Contribution Rate (illustrative only) 63.73% 62.54%
Rate Plan belonging to the Safety Risk Pool Page 7
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Item 5.

Cost

Actuarial Determination of Plan Cost

Contributions to fund the plan are comprised of two components:

¢ Normal Cost, expressed as a percentage of total active payroll
e Amortization of the Unfunded Accrued Liability (UAL), expressed as a dollar amount

For fiscal years priorto 2016-17, the Amortization of UAL component was expressed as a percentage of total
active payroll. Starting with FY 2016-17, the Amortization of UAL component was expressed as a dollar amount
and invoiced on a monthly basis. There continues to be an option to prepay this amount during July of each
fiscal year.

The Normal Cost component is expressed as a percentage of active payroll with employer and employee
contributions payable as part of the regular payroll reporting process.

The determination of both components requires complex actuarial calculations. The calculations are based on a
set of actuarial assumptions which can be divided into two categories:

e Demographic assumptions (e.g., mortality rates, retirement rates, employment termination rates,
disability rates)
e Economicassumptions (e.g., future investment earnings, inflation, salary growth rates)

These assumptions reflect CalPERS’ best estimate of future experience of the plan and are long term in nature.
We recognize that all assumptions will not be realized in any given year. For example, the investment earnings
at CalPERS have averaged 6.9% over the 20 years ending June 30, 2021, yet individual fiscal year returns have
ranged from -23.6% to +21.3%. In addition, CalPERS reviews all actuarial assumptions by conducting in-depth
experience studies every four years, with the most recent experience study completed in 2021.

Rate Plan belonging to the Safety Risk Pool Page 8




CALPERS ACTUARIAL VALUATION - June 30, 2021
PEPRA Safety Police Plan of the Town of Los Gatos
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Item 5.

Changes Since the Prior Year’s Valuation

Benefits

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

This valuation generally reflects plan changes by amendments effective before the date of the report. Please
refer to the “Plan’s Major Benefit Options” and Appendix B of the Section 2 Report for a summary of the plan
provisions used in this valuation.

Actuarial Methods and Assumptions

On November 17, 2021, the board adopted new actuarial assumptions based on the recommendations in the
2021 CalPERS Experience Study and Review of Actuarial Assumptions. This study reviewed the retirement rates,
termination rates, mortality rates, rates of salary increases, and inflation assumption for Public Agencies. These
new assumptions are incorporated in this actuarial valuation and will impact the required contribution for FY
2023-24. In addition, the board adopted a new asset portfolio as part of its Asset Liability Management process.
The new asset mix supports a 6.80% discount rate, which reflects a change in the price inflation assumption to
2.30%.

Subsequent Events

The contribution requirements determined in this actuarial valuation report are based on demographic and
financial information as of June 30, 2021. Changes subsequent to that date are not reflected. Investment retums
below the assumed rate of return may increase future required contributions while investment returns above
the assumed rate of return may decrease future required contributions.

The projected employer contributions on Page 6 are calculated under the assumption that the discount rate
remains at 6.8% going forward and that the realized rate of return on assets for FY 2021-22 is 6.8%.

This actuarial valuation report reflects statutory changes, regulatory changes and board actions through January
2022. Any subsequent changes or actions are not reflected.
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Item 5.
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Breakdown of Entry Age Accrued Liability

Active Members $1,282,859
Transferred Members 19,042
Terminated Members 0
Members and Beneficiaries Receiving Payments 0
Total $1,301,901

Allocation of Plan’s Share of Pool’s
Experience/Assumption Change

It is the policy of CalPERS to ensure equity within the risk pools by allocating the pool’s experience
gains/lossesandassumption changesin a mannerthat treatseach employerequitably and maintains benefit
security for the members of the System while minimizing substantial variations in employer contributions.
The Pool’s experience gains/losses and impact of assumption/method changes is allocated to the plan as

follows:
1. Plan’s Accrued Liability $1,301,901
2. Projected UAL balance at 6/30/2021 73,420
3. Pool’s Accrued Liability? 27,398,042,131
4. Sum of Pool’s Individual Plan UAL Balances at 6/30/2021! 6,920,959,100
5. Pool’s 2020/21 Investment (Gain)/Loss! (2,925,172,404)
6. Pool’s 2020/21 Non-Investment (Gain)/Loss? (102,877,200)
7. Plan’s Share of Pool’s Investment (Gain)/Loss: [(1) - (2)] + [(3) - (4)] x (5) (175,490)
8. Plan’s Share of Pool’s Non-Investment (Gain)/Loss: (1) + (3) x (6) (4,889)
9. Plan’s New (Gain)/Loss as of 6/30/2021: (7) + (8) (180,379)
10. Increasein Pool’s Accrued Liability due to Change in Assumptions! 144,971,064
11. Plan’s Share of Pool’s Change in Assumptions: (1) +(3) x (10) 6,889
12. Increasein Pool’s Accrued Liability due to Funding Risk Mitigation! 661,723,040
13. Plan’s Share of Pool’s Change due to Funding Risk Mitigation: (1) +(3) x (12) 31,444
14. Offset due to Funding Risk Mitigation (74,591)
15. Plan’s Net Investment (Gain): (7) — (14) (100,899)

! Does notinclude plans that transferred to Pool on the valuation date.

Development of the Plan’s Share of Pool’s Market
Value of Assets

16. Plan’s UAL: (2) + (9) + (11) + (13) ($68,626)
17. Plan’s Share of Pool’s MVA: (1) - (16) $1,370,527
Rate Plan belonging to the Safety Risk Pool Page 11
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PEPRA Safety Police Plan of the Town of Los Gatos ]

CalPERS ID: 4589482285
Schedule of Plan’s Amortization Bases

Note that there is a two-year lag between the valuation date and the start of the contribution fiscal year.
e The assets, liabilities, and funded status of the plan are measured as of the valuation date: June 30, 2021.
e The required employer contributions determined by the valuation are for the fiscal year beginning two years after the valuation date: FY 2023-24.

This two-year lag is necessary due to the amount of time needed to extract and test the membership and financial data, and the need to provide pub lic agencies with
their required employer contribution well in advance of the start of the fiscal year.

The Unfunded Accrued Liability (UAL) is used to determine the employer contribution and therefore must be rolled forward two years from the valuation da te to the first
day of the fiscal year for which the contribution is being determined. The UAL is rolled forward each year by subtracting the expected payment on the UAL for the fiscal
year and adjusting for interest. The expected payment for the first fiscal year is determined by the actuarial valuation two years ago and the contribution for the second
yearis from the actuarial valuation one year ago. Additional discretionary payments are reflected in the Expected Payments column in the fiscal year they were made by

the agency.
Minimum
Ramp Escala- Expected Expected Required
Date Level Ramp tion Amort. Balance Payment Balance Payment Balance Payment
Reason for Base Est. 2023-24 Shape Rate Period 6/30/21 2021-22 6/30/22 2022-23 6/30/23 2023-24
Fresh Start 6/30/21 N/A (68,626) (21,967) (50,591) (22,350) (30,934) 0
Total (68,626) (21,967) (50,591) (22,350) (30,934) 0

The (gain)/lossbasesare the plan’s allocated share of the risk pool's (gain)/loss for the fiscal yearasdisclosed in “Allo cation of Plan’s Share of Pool’s Experience/Assumption
Change” earlier in this section. These (gain)/loss bases will be amortized in accordance with the CalPERS amortization policy in effect at the time the base was established.

Rate Plan belonging to the Safety Risk Pool Page 12
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CalPERS ID: 4589482285

Amortization Schedule and Alternatives

The amortization schedule on the previous page(s) shows the minimum contributions required according to the CalPERS
amortization policy. Many agencies have expressed a desire for a more stable pattern of payments or have indicated interest
in paying off the unfunded accrued liabilities more quickly than required. As such, we have provided alternative amortization
schedules to help analyze the current amortization schedule and illustrate the potential savings of accelerating unfunded
liability payments.

Shown on the following page are future year amortization payments based on 1) the current amortization schedule reflecting
the individual bases andremaining periods shown on the previous page, and 2) alternative “freshstart” amortization schedules
using two sample periods that would both result in interest savings relative to the current amortization schedule. To initiate
a Fresh Start, please contact the plan actuary.

The Current Amortization Schedule typically contains both positive and negative bases. Positive bases result from plan
changes, assumption changes, method changes or plan experience that increase unfunded liability. Negative bases result
from plan changes, assumption changes, method changes, or plan experience that decrease unfunded liability. The
combinationof positive and negative bases within an amortization schedule can resultin unusual or problematic circumstances
in future years, such as:

¢ When a negative payment would be required on a positive unfunded actuarial liability; or
e  When the payment would completely amortize the total unfunded liability in a very short time period, and results in
a large change in the employer contribution requirement.

In any year when one of the above scenarios occurs, the actuary will consider corrective action such as replacing the existing
unfunded liability bases with a single “fresh start” base and amortizing it over an appropriate period.

The Current Amortization Schedule on the following page may appear to show that, based on the current amortization bases,
one of the above scenarios will occur at some point in the future. Itis impossible to know today whether such a scenario will
in factarise sincethere will be additional bases added to the amortization schedulein each future year. Should such a scenario
arise in any future year, the actuary will take appropriate action based on guidelines in the CalPERS amortization policy.

Rate Plan belonging to the Safety Risk Pool
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Item 5.

Amortization Schedule and Alternatives (continued)

Current Amortization
Schedule

Alternate Schedules

N/A Year Amortization N/A Year Amortization

Date Balance Payment

Balance Payment Balance Payment

6/30/2023 N/A N/A
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032
6/30/2033
6/30/2034
6/30/2035
6/30/2036
6/30/2037
6/30/2038
6/30/2039
6/30/2040
6/30/2041
6/30/2042
6/30/2043
6/30/2044
6/30/2045
6/30/2046
6/30/2047
6/30/2048
6/30/2049
6/30/2050
6/30/2051
6/30/2052

N/A N/A N/A N/A

Total N/A
Interest Paid N/A
Estimated Savings

N/A N/A
N/A N/A
N/A N/A

Rate Plan belonging to the Safety Risk Pool

Page 155

Page 14



CALPERS ACTUARIAL VALUATION - June 30, 2021
PEPRA Safety Police Plan of the Town of Los Gatos
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Employer Contribution History

The table below provides a recent history of the required employer contributions for the plan. The amounts are
based on the actuarial valuation from two years prior and does not account for prepayments or benefit changes
made during a fiscal year. Additional discretionary payments before July 1, 2019 or after June 30, 2021 are not

included.

Fiscal Employer Unfunded Liability Additional Discretionary
Year Normal Cost Payment ($) Payments

2017-18 12.729% $30 N/A

2018-19 12.965% 4,507 N/A

2019-20 13.786% 6,059 0

2020-21 13.884% 15,282 0

2021 -22 13.98% 18,507

2022 -23 13.66% 19,258

2023 -24 14.50% 0

Funding History

The table below shows the recent history of the actuarial accrued liability, share of the pool’s market value of
assets, unfunded accrued liability, funded ratio, and annual covered payroll.

Item 5.

Accrued Share of Pool’s Unfunded Annual
Valuation Liability Market Value of Accrued Funded Covered
Date (AL) Assets (MVA) Liability (UAL) Ratio Payroll
06/30/2015 $35,246 $33,422 $1,824 94.8% $281,865
06/30/2016 126,390 115,322 11,068 91.2% 414,054
06/30/2017 237,225 224,872 12,353 94.8% 451,543
06/30/2018 414,453 379,539 34,914 91.6% 682,264
06/30/2019 649,310 594,841 54,469 91.6% 967,007
06/30/2020 888,807 805,416 83,391 90.6% 969,229
06/30/2021 1,301,901 1,370,527 (68,626) 105.3% 1,611,346
Rate Plan belonging to the Safety Risk Pool Page 15
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PEPRA Safety Police Plan of the Town of Los Gatos
CalPERS ID: 4589482285

Future Investment Return Scenarios

Analysis using the investment return scenarios from the Asset Liability Management process completed in
2021 was performed to determine the effects of various future investment returns on required employer
contributions. The projections below reflect the impact of the CalPERS Funding Risk Mitigation policy. The
projections also assume that all other actuarial assumptions will be realized and that no further changesin
assumptions, contributions, benefits, or funding will occur.

The first table shows projected contribution requirements if the fund were to earn either 3.0% or 10.8%
annually. These alternate investment returns were chosen because 90% of long-term average returns are
expected to fall between them over the 20-year period ending June 30, 2041.

Item 5.

Assumed Annual Return Projected Employer Contributions
FY 2021-22
through 2040-41 2024-25 2025-26 | 2026-27 | 2027-28 | 2028-29

3.0% (5% percentile)

Normal Cost Rate 14.5% 14.5% 14.5% 14.5% 14.5%

UAL Contribution $570 $2,500 $5,700 $10,000 $16,000
10.8% (95 percentile)

Normal Cost Rate 14.9% 15.3% 15.1% 15.5% 15.9%

UAL Contribution $0 $0 $0 $0 $0

Required contributions outside of this range are also possible. In particular, whereas it is unlikely that
investment returns will average less than 3.0% or greater than 10.8% over a 20-year period, the likelihood
of a single investment return less than 3.0% or greater than 10.8% in any given year is much greater. The
following analysis illustrates the effect of an extreme, single year investment return.

The portfolio has an expected volatility (or standard deviation) of 12.0% per year. Accordingly, in any given
year there is a 16% probability that the annual return will be -5.2% or less and a 2.5% probability that the
annual return will be -17.2% or less. These returns represent one and two standard deviations below the
expected return of 6.8%.

The following table shows the effect of a one or two standard deviation investment loss in FY 2021-22 on the
FY 2024-25 contribution requirements. Note that a single-year investment gain or loss decreases or increases
the required UAL contribution amount incrementally for each of the next five years, not just one, due to the
5-year ramp in the amortization policy. However, the contribution requirements beyond the first year are also
impacted by investment returns beyond the first year. Historically, significant downturns in the market are
often followed by higher than average returns. Such investment gains would offset the impact of these single
year negative returnsin years beyond FY 2024-25.
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Required Projected
Assumed Annual Return for Employer Employer
Fiscal Year 2021-22 Contributions Contributions
2023-24 2024-25
(17.2)% (2 standard deviation loss)
Normal Cost Rate 14.50% 14.5%
UAL Contribution $0 $7,400
(5.2)% (1 standard deviation loss)
Normal Cost Rate 14.50% 14.5%
UAL Contribution $0 $3,300

e  Without investment gains (returns higher than 6.8%) in year FY 2022-23 or later, projected
contributions rates would continue to rise over the next four years due to the continued phase-n of
the impact of the illustrated investment loss in FY 2021-22.
e The Pension Outlook Tool can be used to model projected contributions for these scenarios beyond
FY 2024-25 as well as to model other investment return scenarios.
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Discount Rate Sensitivity

The discount rate assumption is calculated as the sum of the assumed real rate of return and the assumed
annual price inflation, currently 4.5% and 2.3%, respectively. Changing either the price inflation assumption or
the real rate of return assumption will change the discount rate. The sensitivity of the valuation results to the
discount rate assumption depends on which component of the discount rate is changed. Shown below are
various valuation results as of June 30, 2021 assuming alternate discount rates by changingthe two components
independently. Results are shown using the current discount rate of 6.8% as well as alternate disco unt rates of
5.8% and 7.8%. The rates of 5.8% and 7.8% were selected since they illustrate the impact of a 1.0% increase
or decrease to the 6.8% assumption.

Sensitivity to the Real Rate of Return Assumption

Item 5.

1% Lower Current 1% Higher
As of June 30, 2021 Real Return Rate Assumptions Real Return Rate
Discount Rate 5.8% 6.8% 7.8%
Inflation 2.3% 2.3% 2.3%
Real Rate of Return 3.5% 4.5% 5.5%
a) Total Normal Cost 36.51% 29.00% 23.33%
b) Accrued Liability $1,629,277 $1,301,901 $1,052,543
c) Market Value of Assets $1,370,527 $1,370,527 $1,370,527
d) Unfunded Liability/(Surplus) [(b) - (c)] $258,750 ($68,626) ($317,984)
e) Funded Ratio 84.1% 105.3% 130.2%
Sensitivity to the Price Inflation Assumption
1% Lower Current 1% Higher
As of June 30, 2021 Inflation Rate Assumptions Inflatiog Rate

Discount Rate 5.8% 6.8% 7.8%
Inflation 1.3% 2.3% 3.3%
Real Rate of Return 4.5% 4.5% 4.5%
a) Total Normal Cost 30.60% 29.00% 26.23%
b) Accrued Liability $1,372,888 $1,301,901 $1,173,880
c) Market Value of Assets $1,370,527 $1,370,527 $1,370,527
d) Unfunded Liability/(Surplus) [(b) - (c)] $2,361 ($68,626) ($196,647)
e) Funded Ratio 99.8% 105.3% 116.8%

Mortality Rate Sensitivity

The following table looks at the change in the June 30, 2021 plan costs and funded status under two different
longevity scenarios, namely assuming post-retirement rates of mortality are 10% lower or 10% higher than our
current mortality assumptions adopted in 2021. This type of analysis highlights the impact on the plan of

improving or worsening mortality over the long-term.
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10% Lower Current 10% Higher
As of June 30, 2021 Mortality Rates Assumptions Mortality Rates
a) Total Normal Cost 29.38% 29.00% 28.64%
b) Accrued Liability $1,318,738 $1,301,901 $1,286,201
c) Market Value of Assets $1,370,527 $1,370,527 $1,370,527
d) Unfunded Liability/(Surplus) [(b) - (c)] ($51,789) ($68,626) ($84,326)
e) Funded Ratio 103.9% 105.3% 106.6%
Rate Plan belonging to the Safety Risk Pool Page 18
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CalPERS ID: 4589482285

Maturity Measures

As pension plans mature they become more sensitive to risks. Understanding plan maturity and how it affects
the ability of a pension plan sponsor to tolerate risk is important in understanding how the pension plan is
impacted by investment return volatility, other economic variables and changes in longevity or other
demographic assumptions. Since it is the employer that bears the risk, it is appropriate to perform this analysis
on a pension plan level considering all rate plans. The following measures are for one rate plan only.

One way to look at the maturity level of CalPERS and its plans is to look at the ratio of a plan’s retiree liability
to its total liability. A pension plan in its infancy will have a very low ratio of retiree liability to total liability. As
the plan matures, the ratio starts increasing. A mature plan will often have a ratio above 60%-65%.

Ratio of Retiree Accrued Liability to

Total Accrued Liability June 30, 2020 June 30, 2021
1. Retired Accrued Liability $0 $0
2. Total Accrued Liability 888,807 1,301,901
3. Ratio of Retiree AL to Total AL [(1) / (2)] 0.00 0.00

Another measure of maturity level of CalPERS and its plans is to look at the ratio of actives to retirees, also
called the support ratio. A pension plan in its infancy will have a very high ratio of active to retired members. As
the plan matures and members retire, the ratio declines. A mature plan will often have a ratio near or below
one.

To calculate the support ratio for the rate plan, retirees and beneficiaries receiving a continuance are each
counted as one, even though they may have only worked a portion of their careers as an active member of this
rate plan. For this reason, the support ratio, while intuitive, may be less informative than the ratio of retiree
liability to total accrued liability above. For comparison, the support ratio for all CalPERS public agency plans is
0.82 and is calculated consistently with how it is for the individual rate plan. Note that to calculate the support
ratio for all public agency plans, a retiree with service from more than one CalPERS agency is counted as a
retiree more than once.
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Support Ratio June 30, 2020 June 30, 2021

1. Number of Actives 8 13

2. Number of Retirees 0 0

3. Support Ratio [(1) / (2)] N/A N/A
Rate Plan belonging to the Safety Risk Pool Page 19




CalPERS Actuarial Valuation — June 30, 2021
PEPRA Safety Police Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Item 5.

Maturity Measures (Continued)

The actuarial calculations supplied in this communication are based on various assumptions about long-term
demographic and economic behavior. Unless these assumptions (e.g., terminations, deaths, disabilites,
retirements, salary growth, investment return) are exactly realized each year, there will be differenceson a
year-to-year basis. The year-to-year differences between actual experience and the assumptions are called
actuarial gains and losses and serve to lower or raise required employer contributions from one year to the
next. Therefore, employer contributions will inevitably fluctuate, especially due to the ups and downs of
investment returns.

Asset Volatility Ratio

Shown in the table below is the asset volatility ratio (AVR), which is the ratio of market value of assetsto payroll.
Plans that have higher AVR experience more volatile employer contributions (as a percentage of payroll) due to
investment return. For example, a plan with an asset-to-payroll ratio of 8 may experience twice the contribution
volatility due to investment return volatility than a plan with an asset-to-payroll ratio of 4. It should be noted
that this ratio is @ measure of the current situation. It increases over time but generally tends to stabilize as the
plan matures.

Liability Volatility Ratio

Also shown in the table below is the liability volatility ratio (LVR), which is the ratio of accrued liability to payroll.
Plans that have a higher LVR experience more volatile employer contributions (as a percentage of payroll) due
to changesin liability. Forexample, a plan with LVRratio of 8 is expected to have twice the contribution volatility
of a plan with LVR of 4. It should be noted that this ratio indicates a longer-term potential for contribution
volatility, since the AVR, described above, will tend to move closer to the LVR as the funded ratio approaches
100%.
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Contribution Volatility June 30, 2020 June 30, 2021
1. Market Value of Assets $805,416 $1,370,527
2. Payroll 969,229 1,611,346
3. Asset Volatility Ratio (AVR) [(1) / (2)] 0.8 0.9
4. Accrued Liability $888,807 $1,301,901
5. Liability Volatility Ratio (LVR) [(4) / (2)] 0.9 0.8

Maturity Measures History

Ratio of N
. I Asset Liability
Valuation Date  Retiree Acczzed Liability S;';fig"‘ Volatility  Volatility
Total Accrued Liability Ratio Ratio
06/30/2017 0.00 N/A 0.5 0.5
06/30/2018 0.00 N/A 0.6 0.6
06/30/2019 0.00 N/A 0.6 0.7
06/30/2020 0.00 N/A 0.8 0.9
06/30/2021 0.00 N/A 0.9 0.8
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CalPERS Actuarial Valuation — June 30, 2021

PEPRA Safety Police Plan of the Town of Los Gatos ltem 5.

CalPERS ID: 4589482285

Hypothetical Termination Liability

The hypothetical termination liability is an estimate of the financial position of the plan had the contract with
CalPERS been terminated as of June 30, 2021. The plan liability on a termination basis is calculated differently
compared to the plan’s ongoing funding liability. For the hypothetical termination liability calculation, both
compensation and service are frozen as of the valuation date and no future pay increases or service accruals
are assumed. This measure of funded status is not appropriate for assessing the need for future employer
contributions in the case of an ongoing plan, that is, for an employer that continues to provide CalPERS
retirement benefits to active employees.

A more conservative investment policy and asset allocation strategy was adopted by the board for the
Terminated Agency Pool. The Terminated Agency Pool has limited funding sources since no future employer
contributions will be made. Therefore, expected benefit payments are secured by risk-free assets and benefit
security for members is increased while limiting the funding risk. However, this asset allocation has a lower
expected rate of return than the PERF and consequently, a lower discount rate is assumed. The lower discount
rate for the Terminated Agency Pool results in higher liabilities for terminated plans.

The effective termination discount rate will depend on actual market rates of return for risk-free securities on
the date of termination. As market discount ratesare variable, the table below shows a range forthe hypothetical
termination liability based on the lowest and highest interest rates observed during an approximate 19 -month
period from 12 months before the valuation date to seven months after.

Hypothetical Unfunded Hypothetical Unfunded
Market Termination Funded Termination Termination Funded Termination
Value of Liability%2 Ratio Liability Liabilityl2 Ratio Liability
Assets (MVA) at1.00% at 1.00% at 2.25% at 2.25%
$1,370,527 $4,360,131 31.4% $2,989,604 $2,924,632 46.9% $1,554,105

! The hypothetical liabilities calculated above include a 5% contingency load. The contingency load and other actuarial
assumptions canbe found in AppendixA.

2 The discountrate used for termination valuations is a weighted average of the 10-year and 30-year U.S. Treasury yields
where the weights are based on matching asset and liability durations as of the termination date. The discount rates
used in the table are based on 20-year Treasury bonds, rounded to the nearest quarter percentage point, which is a
good proxy for most plans. The 20-year Treasury yield was 2.00% on June 30, 2021, the valuation date.

In order to terminate the plan, first contact our Pension Contract Services unit to initiate a Resolution of Intent
to Terminate. The completed Resolution will allow the plan actuary to provide a preliminary termination valuation
with a more up-to-date estimate of the plan liabilities. Before beginning this process, please consult with the
plan actuary.
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CalPERS Actuarial Valuation — June 30, 2021
PEPRA Safety Police Plan of the Town of Los Gatos

CalPERS ID: 4589482285
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Participant Data

The table below shows a summary of the plan’s member data upon which this valuation is based:

Active Members
Counts
Average Attained Age
Average Entry Age to Rate Plan
Average Years of Credited Service
Average Annual Covered Pay
Annual Covered Payroll
Present Value of Future Payroll

Transferred Members
Separated Members
Retired Members and Beneficiaries

Counts*
Average Annual Benefits*

June 30, 2020

8

33.30

29.87

3.40
$121,154
$969,229
$11,679,941

0
$0

June 30, 2021

13

31.22

28.34

2.87
$123,950
$1,611,346
$20,712,706

0
$0

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

counting of liabilities.

* Values include community property settlements.

List of Class 1 Benefit Provisions

This plan has the additional Class 1 Benefit Provisions:

e Post-Retirement Survivor Allowance (PRSA)

Rate Plan belonging to the Safety Risk Pool
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CALPERS ACTUARIAL VALUATION - June 30, 2021
PEPRA Safety Police Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Item 5.

Plan’s Major Benefit Options

Shown below is a summary of the major optional benefits for which the agency has contracted. A description of principal standard and optional plan provisions

is in Section 2.
Benefit Group

Member Category Police
Demographics
Actives Yes
Transfers/Separated Yes
Receiving No
Benefit Provision
Benefit Formula 2.7% @ 57

Social Security Coverage No

Full/Modified Full
Employee Contribution Rate 13.75%
Final Average Compensation Period Three Year
Sick Leave Credit Yes
Non-Industrial Disability Standard
Industrial Disability Standard
Pre-Retirement Death Benefits

Optional Settlement 2 Yes

1959 Survivor Benefit Level Level 4

Special Yes

Alternate (firefighters) No
Post-Retirement Death Benefits

Lump Sum $500

Survivor Allowance (PRSA) Yes
COLA 2%
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CALPERS ACTUARIAL VALUATION - June 30, 2021

Item 5.

PEPRA Safety Police Plan of the Town of Los Gatos
CalPERS ID: 4589482285

PEPRA Member Contribution Rates

The California Public Employees’ Pension Reform Act of 2013 (PEPRA) established new benefit formulas, final compensation
period, and contribution requirements for “new” employees (generally those first hired into a CalPERS -covered position on or
after January 1, 2013). In accordance with Government Code Section 7522.30(b), “new members ... shall have an initial
contribution rate of at least 50% of the normal cost rate.” The normal cost rate is dependent on the plan of retirement
benefits, actuarial assumptions, and demographics of the risk pool, particularly members’entry age. Should the total nomal
cost rate change by more than 1% from the base total normal cost rate, the new member rate shall be 50 % of the new
normal cost rate rounded to the nearest quarter percent.

The table below shows the determination of the PEPRA member contribution rates effective July 1, 2023, based on 50% of
the total normal cost rate as of the June 30, 2021 valuation.

Basis for Current Rate Rates Effective July 1, 2023
Total Total
?:tﬁtl;flia ': Benefit Group Name Normal MeRmtb er Normal Change ﬁha:g: M;mtber
e e Cost ate Cost eede ate
25874 Safety Police PEPRA Level 27.634% 13.75% 29.00% 1.366% Yes 14.50%
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CALPERS ACTUARIAL VALUATION - June 30, 2021 Item 5.

PEPRA Safety Police Plan of the Town of Los Gatos
CalPERS ID: 4589482285

Section 2

CALIFORNIA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Risk Pool Actuarial Valuation Information

Section 2 may be found on the CalPERS website
(www.calpers.cagov)in the Formsand

Publications section
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Item 5.

TOWN OF LOS GATOS MEETING DATE: 09/12/2022
FINANCE COMMISSION REPORT DESKITEM
DATE: September 12, 2022
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Receive CalPERS Actuarial Valuation Reports as of June 30, 2021

REMARKS:

Attachment 4 contains public comments received 11:01 a.m. September 9 to 11:00 a.m.
September 12, 2022.

Attachments previously received with the Staff Report:
1. CalPERS Annual Valuation Report as of June 30, 2021 — Miscellaneous Plan of the Town of

Los Gatos
. CalPERS Annual Valuation Report as of June 30, 2021 — Safety Plan of the Town of Los Gatos
3. CalPERS Annual Valuation Report as of June 30, 2021 — PEPRA Safety Police Plan of the

Town of Los Gatos

Attachment received with this Desk Item:
4. Public comments received 11:01 a.m. September 9 to 11:00 a.m. September 12, 2022.

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Interim Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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Item 5.

Subject: FW: The impact of the $10m ADP made to CALPERs
Attachments: Pages from Calpers - Misc Plan 2021.pdf; Pages from Annual-Valuation-Report-as-of-
June-30-2019---Miscellaneous.pdf

From: Phil Koen
Sent: Saturday, September 10, 2022 6:25 AM
To: ; Mary Badame <MBadame@I|osgatosca.gov>; Rick Van Hoesen_
Matthew Hudes <MHudes@losgatosca.gov>; Terry Duryea ; Peter Hertan
<phertan@alum.mit.edu>; Lee Fagot ; Rob Rennie <RRennie@losgatosca.gov>; Marico Sayoc
<MSayoc@losgatosca.gov>; Maria Ristow <MRistow@l|osgatosca.gov>; Laurel Prevetti <LPrevetti@losgatosca.gov>; Arn
Andrews <aandrews@I|osgatosca.gov>; Ron Dickel ; Kyle Park_; Robert
Stump ;
Subject: The impact of the $10m ADP made to CALPERs

EXTERNAL SENDER

All,

CALPER’s latest actuarial report for the Misc Pension Plan shows remarkable progress in reducing the unfunded pension
liability. To refresh your memory as of June 30, 2019 the unfunded pension liability for the Misc Plan was $35.9m and
had a funded ratio of only 67.9%. Things looked very bleak for sure.

It was at that time the LGCA strongly advocated to make an additional discretionary payment of $10m to aggressively
reduce the unfunded pension liability. One member of the Town Council objected to this, preferring to hold the excess
cash in reserve to make smaller ADP’s over time.

This argument made no financial sense to us because CALPERs was charging the Town 8% interest on the unfunded
liability while the Town was only making approximately 1% on the invested excess cash. The interest arbitrage was
material, and the Town desperately needed to increase its overall asset exposure to potential market rate returns. That
meant making an additional discretionary payment.

The core problem was the Town did not have enough assets exposed to the markets and as a result the Town had little
chance to earn more than the 8% being charged on the unfunded pension liability, let alone keep up with the annual
increases in total pension liability as service costs increased. This is why the funded ratio had been declining over the
prior years.

Calpers 2019 actuarial report which is attached , projected that it would take until 2042 and a total of $53.4m in
amortization payments (including $22.6m in interest expense) to pay off the unfunded liability, assuming everything
went right. You can see these numbers on the attached amortization table.

Thankfully the Council agreed with the LGCA position and made a $10.4m ADP to the Misc Plan ($4.8m in FY 20 and
$5.6m in FY 21). These additional payments were then exposed to a very strong 21.4% return in FY 21 which significantly
increased the total market value of all of the assets in the plan.
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As a reference point, as of June 30, 2019 the FMV of all assets in the Plan was $76.1m and by June 30, 2021 the FN

had increased to $106.2m! That is a staggering $30.1m increase or 40% in 2 years! Of this $30.1m increase, the ADP
accounted for approximately 42% or roughly $12.6m.

The net result was that as of June 30, 2021 the Misc Plan’s unfunded pension liability decreased to $15.5m from $35.9m
which is a 57% decrease in just two years!

More importantly, if you look at the new FY 21 amortization table which is attached, CALPERs is now projecting that the
Misc Plan’s unfunded liability could be fully amortized by 2032 (10 years sooner) with a total payment of only $16.7m (of
which interest expense would be only $3.9m). The total reduction in amortization payments went from $53.4m to
$16.7m, which is a $36.7m total savings!

In summary, the incremental $10.4m ADP has saved the Town a total of $18.7m in total interest expense while
decreasing the amortization period by approximately 50%. This translates into a gross Money on Money return of 180%
on the $10.4m ADP investment.

| want to close by saying this only happened because of the LGCA’s hard work in educating the Council on the benefits of
making a large ADP along with the strong support of the Finance Commission. This shows that better decisions can be

made when knowledgeable members of the public are allowed to participate in critical financial decisions.

Let’s build on the success we have achieved in addressing the unfunded pension liability as we now wrestle with the
annual operating deficits.

Thank you.

Phil Koen
LGCA
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CalPERS Actuarial Valuation - June 30, 2021
Miscellaneous Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Amortization Schedule and Alternatives
(continued)

Alternative Schedules

Current Amortization
Schedule

5 Year Amortization 0 Year Amortization

Item 5.

Date Balance Payment Balance Payment Balance Payment

6/30/2023 12,804,288 2,411,960 12,804,288 3,005,631 N/A N/A
6/30/2024 11,182,362 2,348,501 10,568,838 3,005,631
6/30/2025 9,515,726 1,889,992 8,181,377 3,005,631
6/30/2026 8,209,600 1,768,242 5,631,569 3,005,632
6/30/2027 6,940,478 1,574,712 2,908,373 3,005,631
6/30/2028 5,785,060 1,394,019

6/30/2029 4,737,807 1,459,443

6/30/2030 3,551,730 1,526,699

6/30/2031 2,215,495 1,243,454

6/30/2032 1,081,114 1,117,267

6/30/2033

6/30/2034

6/30/2035

6/30/2036

6/30/2037

6/30/2038

6/30/2039

6/30/2040

6/30/2041

6/30/2042

6/30/2043

6/30/2044

6/30/2045

6/30/2046

6/30/2047

6/30/2048

6/30/2049

6/30/2050

6/30/2051

6/30/2052

Total 16,734,289 15,028,156 N/A
Interest Paid 3,930,001 2,223,868 N/A

Estimated Savings 1,706,133 N/A
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CalPERS Actuarial Valuation - June 30, 2019
Miscellaneous Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Amortization Schedule and Alternatives

Date
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032
6/30/2033
6/30/2034
6/30/2035
6/30/2036
6/30/2037
6/30/2038
6/30/2039
6/30/2040
6/30/2041
6/30/2042
6/30/2043
6/30/2044
6/30/2045
6/30/2046
6/30/2047
6/30/2048
6/30/2049
6/30/2050

Total

Interest Paid

Current Amortization

Schedule

Balance Payment
30,833,754 2,736,531
30,161,426 2,926,947
29,245,070 3,090,008
28,095,896 3,255,415
26,695,181 3,022,445
25,437,401 3,128,884
23,981,476 3,209,801
22,339,936 3,039,842
20,759,294 3,118,315
18,986,835 3,198,944
17,006,897 2,926,174
15,170,521 2,878,655
13,254,752 2,599,372
11,493,773 2,488,413
9,724,303 2,327,530
7,997,391 2,037,672
6,449,425 1,870,967
4,965,541 1,693,694
3,561,158 1,559,918
2,196,848 1,465,743
834,453 787,884
77,870 80,549
53,443,703
22,609,949

Estimated Savings
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Alternative Schedules

15 Year Amortization

10 Year Amortization

Item 5.

Balance
30,833,754
29,606,736
28,293,827
26,889,014
25,385,864
23,777,494
22,056,538
20,215,115
18,244,793
16,136,549
13,880,727
11,466,997
8,884,307
6,120,829
3,163,906

Payment Balance Payment
3,272,771 30,833,754 4,244,005
3,272,771 28,602,084 4,244,005
3,272,771 26,214,197 4,244,005
3,272,771 23,659,158 4,244,005
3,272,771 20,925,266 4,244,005
3,272,771 18,000,002 4,244,005
3,272,771 14,869,969 4,244,005
3,272,770 11,520,834 4,244,005
3,272,770 7,937,259 4,244,005
3,272,771 4,102,834 4,244,004
3,272,771
3,272,770
3,272,770
3,272,771
3,272,770
49,091,560 42,440,049
18,257,806 11,606,295
4,352,143 11,003,654
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Subject: FW: Finance Commission Meeting - Agenda #5
Attachments: cid8C8DD5AC-E47E-4351-ADCB-FF487DF54882.pdf; cidOE66ESEA-7214-4378-
A33C-29B999F3A444. pdf

From: Phil Koen
Sent: Monday, September 12, 2022 1:56 AM
To: Ron Dickel ; Kyle Park_; Rick Tinsley_;
; Matthew Hudes <MHudes@|osgatosca.gov>; Rob Rennie <RRennie@losgatosca.gov>
Cc: Laurel Prevetti <LPrevetti@losgatosca.gov>; Arn Andrews <aandrews@losgatosca.gov>; Lee Fagot

; Barbara Spector_; Jim Foley

Subject: Finance Commission Meeting - Agenda #5

EXTERNAL SENDER

Dear Members of the Finance Commission,

CALPER’s latest actuarial report for the Misc Pension Plan shows remarkable progress in reducing the unfunded pension
liability. To refresh your memory the last actuarial report prior to the Town making the $10.4m ADP was dated June 30,
2019. The 2019 report showed an unfunded pension liability for the Misc Plan of $35.9m and a funded ratio of 67.9%.
By comparison as of June 30, 2014 the unfunded pension liability was $20.9m and the funded ratio was $76.2%. Over
that 5 year period the Town had incurred an additional $15m in debt and the future funded ratio trend looked very
bleak for sure.

Beginning in 2019 the LGCA began to strongly advocated making an additional discretionary payment (ADP) of $10m to
aggressively reduce the unfunded pension liability. The LGCA had done a detail analysis of the individual fund balances in
the Internal Services Group of Funds as well as the General Fund and had identified $10m of cash reserves which
appeared to be in excess of required operating requirements. This capital appeared to be available for redeployment.

The idea was simple - make a large one time discretionary payment into the Misc Pension Plan thereby reducing the
unfunded liability and reducing the 8% annual interest being charged on the $35.9m liability. It was no different from
what an individual would do facing a large credit card balance that was being charged a very high interest rate and had
just received a large bonus payment. One member of the Town Council objected to the LGCA proposal, advocation a
strategy to hold the excess cash in reserve and make smaller ADP’s over time.

This argument made no financial sense to us because CALPERs was charging the Town 8% interest on the unfunded
liability while the Town was only making approximately 1% on the invested excess cash. The 7 % “interest arbitrage” was
material, and the Town desperately needed to increase its overall asset exposure to potential market rate returns if
there was any hope in improving the funded ratio over time. That meant making an additional discretionary payment.

For years the Town did not have enough assets exposed to the markets and as a result the Town had little chance to
earn more than the 8% being charged on the unfunded pension liability, and to keep up with the annual increases in
total pension liability as service costs increased and retirees lived longer. This is one of the major reasons the funded
ratio had been declining over the prior 5 years.
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The 2019 actuarial report which is attached , projected it would take until 2042 and a total of $53.4m in amortizat

payments (including $22.6m in interest expense) to pay off the unfunded liability, assuming everything went right. You
can see these numbers on the attached amortization table.

Thankfully the Council agreed with the LGCA position and made a $10.4m ADP to the Misc Plan ($4.8m in FY 20 and
$5.6m in FY 21). These additional payments were then exposed to a very strong 21.4% return in FY 21 which significantly
increased the total market value of all of the assets in the plan.

As a reference point, as of June 30, 2019 the FMV of all assets in the Plan was $76.1m and by June 30, 2021 the FMV
had increased to $106.2m! That is a staggering $30.1m increase or 40% in 2 years! Of this $30.1m increase, the ADP
accounted for approximately 42% or roughly $12.6m.

The net result was that as of June 30, 2021 the Misc Plan’s unfunded pension liability decreased to $15.5m from $35.9m
which is a 57% decrease in just two years!

More importantly, if you look at the new FY 21 amortization table which is attached, CALPERs is now projecting that the
Misc Plan’s unfunded liability could be fully amortized by 2032 (10 years sooner) with a total payment of only $16.7m (of
which interest expense would be only $3.9m). The total reduction in amortization payments went from $53.4m to
$16.7m, which is a $36.7m total savings!

In summary, the incremental $10.4m ADP has saved the Town a total of $18.7m in total future interest expense while
decreasing the amortization period by approximately 50%. This translates into a gross Money on Money return of 180%
on the $10.4m ADP investment.

| want to close by saying this only happened because of the LGCA’s hard work in educating the Council on the benefits of
making a large ADP along with the strong support of the Finance Commission. This shows that better decisions can be
made when members of the public are allowed to participate in critical financial decisions.

Let’s build on the success we have achieved in addressing the unfunded pension liability as we now wrestle with the 5
year forecast which is projecting material annual operating deficits.

Thank you.

Phil Koen
LGCA
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CalPERS Actuarial Valuation - June 30, 2021
Miscellaneous Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Amortization Schedule and Alternatives
(continued)

Alternative Schedules

Current Amortization
Schedule

5 Year Amortization 0 Year Amortization

Item 5.

Date Balance Payment Balance Payment Balance Payment

6/30/2023 12,804,288 2,411,960 12,804,288 3,005,631 N/A N/A
6/30/2024 11,182,362 2,348,501 10,568,838 3,005,631
6/30/2025 9,515,726 1,889,992 8,181,377 3,005,631
6/30/2026 8,209,600 1,768,242 5,631,569 3,005,632
6/30/2027 6,940,478 1,574,712 2,908,373 3,005,631
6/30/2028 5,785,060 1,394,019

6/30/2029 4,737,807 1,459,443

6/30/2030 3,551,730 1,526,699

6/30/2031 2,215,495 1,243,454

6/30/2032 1,081,114 1,117,267

6/30/2033

6/30/2034

6/30/2035

6/30/2036

6/30/2037

6/30/2038

6/30/2039

6/30/2040

6/30/2041

6/30/2042

6/30/2043

6/30/2044

6/30/2045

6/30/2046

6/30/2047

6/30/2048

6/30/2049

6/30/2050

6/30/2051

6/30/2052

Total 16,734,289 15,028,156 N/A
Interest Paid 3,930,001 2,223,868 N/A

Estimated Savings 1,706,133 N/A
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CalPERS Actuarial Valuation - June 30, 2019
Miscellaneous Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Amortization Schedule and Alternatives

Date
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032
6/30/2033
6/30/2034
6/30/2035
6/30/2036
6/30/2037
6/30/2038
6/30/2039
6/30/2040
6/30/2041
6/30/2042
6/30/2043
6/30/2044
6/30/2045
6/30/2046
6/30/2047
6/30/2048
6/30/2049
6/30/2050

Total

Interest Paid

Current Amortization

Schedule

Balance Payment
30,833,754 2,736,531
30,161,426 2,926,947
29,245,070 3,090,008
28,095,896 3,255,415
26,695,181 3,022,445
25,437,401 3,128,884
23,981,476 3,209,801
22,339,936 3,039,842
20,759,294 3,118,315
18,986,835 3,198,944
17,006,897 2,926,174
15,170,521 2,878,655
13,254,752 2,599,372
11,493,773 2,488,413
9,724,303 2,327,530
7,997,391 2,037,672
6,449,425 1,870,967
4,965,541 1,693,694
3,561,158 1,559,918
2,196,848 1,465,743
834,453 787,884
77,870 80,549
53,443,703
22,609,949

Estimated Savings
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Alternative Schedules

15 Year Amortization

10 Year Amortization

Item 5.

Balance
30,833,754
29,606,736
28,293,827
26,889,014
25,385,864
23,777,494
22,056,538
20,215,115
18,244,793
16,136,549
13,880,727
11,466,997
8,884,307
6,120,829
3,163,906

Payment Balance Payment
3,272,771 30,833,754 4,244,005
3,272,771 28,602,084 4,244,005
3,272,771 26,214,197 4,244,005
3,272,771 23,659,158 4,244,005
3,272,771 20,925,266 4,244,005
3,272,771 18,000,002 4,244,005
3,272,771 14,869,969 4,244,005
3,272,770 11,520,834 4,244,005
3,272,770 7,937,259 4,244,005
3,272,771 4,102,834 4,244,004
3,272,771
3,272,770
3,272,770
3,272,771
3,272,770
49,091,560 42,440,049
18,257,806 11,606,295
4,352,143 11,003,654
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Item 5.

Subject: FW: Finance Commission - Agenda #5
Attachments: Pages from Calpers - Misc Plan 2021(2).pdf; Pages from Miscellaneous%20Plan%20Annual%
20Valuation%20Plan%200f%20the%20Town%200f%20L0s%20Gatos%202019(1) (2).pdf

From: Phil Koen
Sent: Monday, September 12, 2022 3:07 AM
To: Ron Dickel ; Kyle Park >; Rick Tinsley ;
; Matthew Hudes <MHudes@|osgatosca.gov>; Rob Rennie <RRennie@losgatosca.gov>

Cc: Rick Van Hoesen ; Laurel Prevetti <LPrevetti@|osgatosca.gov>;
Arn Andrews <aandrews@l|osgatosca.gov>; Lee Fagot

Subject: Finance Commission - Agenda #5

EXTERNAL SENDER

Dear Finance Commission,

There is one other very positive impact that flows from the reduction in the unfunded pension liability, namely a
corresponding reduction in the annual required employer contribution made to CALPERs.

| have attached the calculation of the required CALPERs contribution the Town must make for FY 2024. As you can see
the amount expressed as a percentage of payroll dollars is 29.97%. Assuming a projected payroll of $13,004,007 that
would equate to a total dollar payment of $3,897,300. That’s real cash being spent.

As a result of the ADP and the strong market growth, the Town receives the benefit of lower required annual UAL
payments which is offset by an increase in the normal costs percentage. The normal cost is increasing from 9.7% in 2019
10 11.42% in 2021.

At the end of the day, the total required CALPERs payment for FY 24 has been reduced by $576,007 simply because the
Town reduced the unfunded pension liability.

| doubt that there is any other line item expenditure in the FY 24 budget that will reflect that large of a decline. Said
another way, this real expense savings (budget vs actuals are not real savings in the terms of spendable savings) can be
reallocated to other pressing needs such as increased spending on fire prevention or can simply remain unspent and
applied to the reserve balance. This is the power of paying down unfunded pension liabilities as opposed to raising
taxes.

Again, | want to thank the Finance Commission for supporting the LGCA effort in getting the Town to address this
situation. This is a big win for all residents!

Phil Koen
LGCA
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CalPERS Actuarial Valuation - June 30, 2021
Miscellaneous Plan of the Town of Los Gatos

CalPERS ID: 4589482285

Plan’s Funded Status

June 30, 2020 June 30, 2021

Item 5.

1. Present Value of Projected Benefits $131,799,672 $141,365,707
2. Entry Age Accrued Liability 115,223,358 121,630,966
3. Market Value of Assets (MVA) 82,711,453 106,171,684
4. Unfunded Accrued Liability (UAL) [(2) — (3)] $32,511,905 $15,459,282
5. Funded Ratio [(3) / (2)] 71.8% 87.3%

The UAL and funded ratio are assessments of the need for future employer contributions based on the
actuarial cost method used to fund the plan. The UAL is the present value of future employer contributions
for service that has already been earned and is in addition to future normal cost contributions for active
members. The funded ratio, on the other hand, is a relative measure of funded status that allows for
comparison between plans of different sizes. Formeasures of funded status that are appropriate forassessing
the sufficiency of plan assets to cover estimated termination liabilities, please see “Hypothetical Termination
Liability” in the “Risk Analysis” section.

Projected Employer Contributions

The table below shows the required and projected employer contributions (before cost sharing) for the next
six fiscal years. The projection assumes that all actuarial assumptions will be realized and that no further
changes to assumptions, contributions, benefits, or funding will occur during the projection period. In
particular, the investment return beginning with FY 2021-22 is assumed to be 6.80% per year, net of
investment and administrative expenses. Actual contribution rates during this projection period could be
significantly higher or lower than the projection shown below. The projected normal cost percentages below
reflect that the normal cost will continue to decline over time as new employees are hired into lower cost
benefit tiers. Future contribution requirements may differ significantly from those shown below. The actual
long-term cost of the plan will depend on the actual benefits and expenses paid and the actual investment
experience of the fund.

Required Projected Future Employer Contributions
Contribution| (Assumes 6.80% Return for Fiscal Year 2021-22 and Beyond)
Fiscal Year 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29
Normal Cost % 11.42% 11.2% 11.0% 10.8% 10.6% 10.4%
UAL Payment $2,411,960 | $2,349,000 | $1,890,000 | $1,768,000 | $1,575,000 | $1,394,000
Total as a % of Payroll* 29.97% 28.8% 24.8% 23.3% 21.5% 19.7%
Projected Payroll $13,004,007 | $13,368,119| $13,742,426| $14,127,214| $14,522,776| $14,929,415
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*Tllustrative only and based on the projected payroll shown.

For some sources of UAL, the change in UAL is amortized using a 5-year ramp up. For more information,
please see “Amortization of the Unfunded Actuarial Accrued Liability” under “Actuarial Methods” in Appendix
A. This method phases in the impact of the change in UAL over a 5-year period in order to reduce employer
cost volatility from year to year. As a result of this methodology, dramatic changes in the required employer
contributions in any one year are less likely. However, required contributions can change gradually and
significantly over the next five years. In years when there is a large increase in UAL, the relatively small
amortization payments during the ramp up period could result in a funded ratio that is projected to decrease
initially while the contribution impact of the increase in the UAL is phased in.

For projected contributions under alternate investment return scenarios, please see the “Future Investment
Return Scenarios” in the “Risk Analysis” section. Our online pension plan projection tool, Pension Outlook, is
available in the Employers section of the CalPERS website. Pension Outlook can help plan and budget pension

costs under various scenarios. N - 4 l{. ZJ -2 61_7 ‘/o
? () =45, 007
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CalPERS Actuarial Valuation - June 30, 2019
Miscellaneous Plan of the Town of Los Gatos
CalPERS 1ID: 4589482285

Plan’s Funded Status

June 30, 2018

June 30, 2019

Item 5.

1. Present Value of Projected Benefits $121,942,346 $127,740,089
2. Entry Age Normal Accrued Liability 107,075,648 112,050,553
3. Market Value of Assets (MVA) 73,291,140 76,137,861
4. Unfunded Accrued Liability (UAL) [(2) - (3)] $33,784,508 $35,912,692
5. Funded Ratio [(3) / (2)] 68.4% 67.9%

This measure of funded statusis an assessment of the need for future employer contributions based on the
actuarial cost method used to fund the plan. The UAL is the present value of future employer contributions
for service that has already been earned and is in addition to future normal cost contributions for active
members. For a measure of funded status that is appropriate for assessing the sufficiency of plan assets to

cover estimated termination liabilities, please see “Hypothetical Termination Liability” in the “Risk Analysis”
section.

Projected Employer Contributions

The table below shows the required and projected employer contributions (before cost sharing) for the next
six fiscal years. The projection assumes that all actuarial assumptions will be realized and that no further
changes to assumptions, contributions, benefits, or funding will occur during the projection period. As of the
preparation date of thisreport, the yearto date return forthe 2019-20 fiscal year was well below the 7 percent
assumed return. Actual contribution rates during this projection period could be significantly higher than the
projection shown below. The projected normal cost percentages in the projections below reflect that the
normal cost will continue to decline over time as new employees are hired into PEPRA or other lower cost
benefit tiers.

Required Projected Future Employer Contributions
Contribution (Assumes 7.00% Return for Fiscal Year 2019-20)
Fiscal Year 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27
Normal Cost % 10.37% 10.0% 9.7% 9.3% 8.9% 8.6%
UAL Payment $2,736,531 | $2,927,000 | $3,090,000 | $3,255,000 | $3,022,000 | $3,129,000
Total as a % of Payrol* 33.54% 34.1% 34.4% 34.7% 31.9% 31.7%
Projected Payroll $11,812,780 | $12,137,631| $12,471,416| $12,814,380| $13,166,775| $13,528,862
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*Tllustrative only and based on the projected payroll shown.

For some sources of UAL, the change in UAL is amortized using a 5-year ramp up. For more information,
please see “Amortization of the Unfunded Actuarial Accrued Liability” under “Actuarial Methods” in Appendix
A. This method phases in the impact of the change in UAL over a 5-year period in order to reduce employer
cost volatility from year to year. As a result of this methodology, dramatic changes in the required employer
contributions in any one year are less likely. However, required contributions can change gradually and
significantly over the next five years. In years when there is a large increase in UAL, the relatively small
amortization payments during the ramp up period could result in a funded ratio that is projected to decrease
initially while the contribution impact of the increase in the UAL is phased in.

For projected contributions under alternate investment return scenarios, please see the “Future Investment
Return Scenarios” in the “Risk Analysis” section.
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Item 6.

TOWN OF LOS GATOS MEETING DATE: 09/12/2022
FINANCE COMMISSION REPORT ITEM NO: 6
DATE: September 2, 2022
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Discuss Communication from the Vice Chair
RECOMMENDATION:

Discuss communication from the Vice Chair.

DISCUSSION:

As part of the structural deficit conversation that the Commission is having over the course of
this year, the Vice Chair asked that the following discussion topics be included:

1. Ensure that the Fiscal Year (FY) 2023/24 Budget Process includes the Finance
Commission receiving any “material changes and reviews” prior to Council.

2. Suggest that the Finance Commission (or a subcommittee of it) be privy to any “material
financial projects or negotiations going on within the Town” (this would include
litigation and salary/union negotiations).

3. Suggest that a member of the Finance Commission be part of the interview process (and
on boarding too) of any new CBO/Finance Director.

Staff looks forward to discussing all three items and will be prepared to discuss the legal
implications associated with items 2 and 3.

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Interim Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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Iltem 7.

TOWN OF LOS GATOS MEETING DATE: 09/12/2022
FINANCE COMMISSION REPORT ITEM NO: 7
DATE: August 26, 2022
TO: Finance Commission
FROM: Laurel Prevetti, Town Manager
SUBJECT: Review of the Town’s Structural Deficit per Town Council Directive.
RECOMMENDATION:

Review of the Town’s Structural Deficit per Town Council Directive.
BACKGROUND:

On May 17, 2022, the Town Council considered recommendations from the Finance
Commission regarding the development of the Fiscal Year (FY) 2022/23 Proposed Operating and
Capital budgets. Among the Finance Commission recommendations was the communication to
Council that the Commission believes that a “Structural Financial Deficit” currently exists, for
Council to acknowledge the Commission’s finding and direct the Commission to work with
Town management to confirm the actual amount of the deficits that the Town is facing and
come back to the Council with suggestions/ideas on how we can fix the “Structural Financial
Deficit” and fund capital projects. At the conclusion of the May 17" meeting, Town Council
approved the Finance Commission recommendation including the following excerpt from the
motion:

“...acknowledge Finance Commission finding and direct the Commission to work with Town
management to confirm the actual amount of the deficit and request recommendations on
how to cure the deficit.”

DISCUSSION:

On August 8, 2022, the Finance Commission held initial discussions regarding the process and
inputs for analyzing the projected deficits in the Five-Year Forecast (Attachment 1).
Commissioners determined that the review of the forecast should consist of three primary
components which include:

PREPARED BY: Arn Andrews
Assistant Town Manager

Reviewed by: Town Manager, Town Attorney, and Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408)354-6832
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PAGE 2 OF 2
SUBJECT: Structural Deficit Review

DATE:

August 30, 2022

DISCUSSION (continued):

Analysis of current and previous Forecasts — This will entail reviewing elements of
previous adopted budgets versus final actual results. Of note, the Commission is
seeking to develop a reasonable vacancy factor based on a five-year review of past
vacancy savings (Attachment 2). The Commission also expressed an interest in staff
developing a dataset of comparator agency metrics. Staff anticipates providing
potential metrics/comparators at the October meeting.

Development of potential cost containment/reduction packages — This will entail staff
developing packages of potential expense reduction/containment strategies around
varying service areas. Attachment 3 contains a recent staff report highlighting
operational efficiencies achieved throughout the organization since the start of the
pandemic.

Align findings and any subsequent recommendations with the Town’s established
budget process (Attachment 4).

The Commission may find the recent staff presentation to Council on Police Department
staffing and service delivery of interest (Attachment 5).

Attachments:

1.

e wnN
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Five-Year Forecast

Vacancy Factor Analysis

August 16, 2022, Operational Efficiencies Staff Report
Town Budget Process

August 16, 2022, Police Department Staff Report
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Town of Los Gatos General Fund 5-Year Forecast
(in $ million)

Item 7.

2021/22 2022/23
Revene Ctegory ivtes SR g FE i s
Budget Budget
4100 Property Tax S 154 S 157 | $ 166 | $ 157 S 16.1 S 166 $ 171 S 17.6
4110 VLF Backfill Property Tax 4.2 4.2 4.4 4.5 4.6 4.8 4.9 5.1
4200 Sales & Use Tax 7.0 7.5 7.9 8.2 8.5 8.8 9.1 9.3
4200 Measure G District Sales Tax 1.2 1.2 1.3 14 14 1.5 1.5 1.5
4250 Franchise Fees 25 2.4 25 2.6 2.6 2.7 2.8 2.9
4251 Transient Occupancy Tax 1.4 1.4 1.6 1.7 1.8 1.9 1.9 2.0
4400 Business License Tax 1.3 13 14 1.4 14 1.4 14 1.4
4400 Licenses & Permits 3.1 3.1 2.8 2.8 29 3.0 3.1 3.2
4500 Intergovernmental 4.0 1.1 1.1 1.0 1.0 1.0 1.2 1.1
4600 Town Services 4.2 4.3 3.5 4.0 4.1 4.1 4.2 4.3
4700 Fines & Forfeitures 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
4800 Interest 0.4 0.4 0.4 0.3 0.3 0.3 0.3 0.3
4850 Other Sources 2.6 2.4 3.8 2.2 2.2 2.2 2.3 2.2
4900 Fund Transfers In 0.6 0.6 0.5 0.5 0.5 0.5 0.5 0.5
TOTAL OPERATING REVENUES & TRANSFERS* S 481 S 458 | $ 480 | $ 465 S 476 S 49.0 $ 50.5 $ 51.6
Use of Capital/Special Project Reserve - Capital 0.6 0.6 2.4 0.8 0.8 0.8 0.8 0.8
Use of Pension/OPEB Reserve - 0.3 - - - - - -
Use of Property Surplus Reserve 1.2 1.2 - - - - - -
Use of Measure G Reserve 1.1 1.1 0.7 - - - - -
ARPA Replacement Revenue - - 1.6 - - - - -
TOTAL REVENUES, TRANSFERS, AND USE OF RESERVES $ 510 § 490|$ 527|$8 473 S 484 S 498 $ 513 § 524
2021/22 2022/23
Account Expendlture Category ivtes  JV g ME o mssaom
Budget Budget
5110  Salary 20.9 19.2 23.2 23.0 23.5 23.9 24.5 25.0
5120  CalPERS Benefits 7.3 6.2 7.7 7.9 8.3 8.1 8.4 8.5
5200  All Other Benefits 4.2 34 4.6 4.4 4.5 4.6 4.7 4.8
6211 OPEB Pay as You Go 1.5 1.5 1.5 1.5 1.6 1.7 1.8 1.9
6000 Operating Expenditures 6.4 7.0 6.9 6.8 7.1 7.1 7.4 7.5
7200 Grants & Awards 1.0 0.8 0.2 0.2 0.2 0.2 0.2 0.3
7400  Utilities 0.6 0.6 0.6 0.6 0.7 0.7 0.7 0.7
8060 Internal Service Charges 2.7 2.6 2.7 2.9 3.1 3.4 3.7 3.8
8900 Debt Service 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9
TOTAL OPERATING EXPENDITURES S 46.6 S 433 |$ 493 |$ 49.2 $ 50.8 S 51.6 $ 533 $ 54.4
GASB 45 Retiree Medical Actuarial 0.1 0.1 - - - - - -
Additional Discretionary Payment - Pension 0.4 0.7 0.4 0.4 0.4 0.4 0.4 0.4
TOTAL OPERATING & DISCRETIONARY EXPENDITURES S 471 $ 441 | S 497 | $ 496 S 512 S 520 $ 53.7 S 54.8
Capital Transfers Out to GFAR 2.8 2.8 2.3 0.8 0.8 0.8 0.8 0.8
Capital Transfer Out - 1/2 of Measure G Proceeds 0.6 0.6 0.7 0.7 0.7 0.7 0.8 0.8
AMOUNTS AVAILABLE FOR RESERVE ALLOCATIONS
Allocate to Budget Stabilization/Catastrophic - 0.5 - - - - - -
Allocate to Compensated Absences - - - - - - - -
Allocate to Market Fluctuation - - - - - - - -
Allocate to CalPERS/Pension - 0.3 - - - - - -
TOTAL EXPENDITURES & RESERVE ALLOCATIONS S 505 $ 483 | S 527 | S 511 S 527 S 535 $ 553 S 56.4
NET REVENUES RESERVE TRANSFERS LESS EXPENDITURES &
RESERVE ALLOCATIONS FOR FINAL ALLOCATION AFTER YEAR END
CLOSE $ 05 $ 063 - 1S (38 S (43)s (37) S (40 S (40
* Due to rounding of individual categories FY 2021/22 Total Expenditures and Reserve Allocations includes $0.1 million.
General Fund (111) Forecast does not include Pension Trusts activities.
ATTACHMENT 1
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Vacancy Information

The following chart compares actual salaries and benefits to budgeted salaries and benefits.

Total Salaries - Budget to Actual

$35,000,000
$30,000,000
e . . . . .
$20,000,000 . . .
$15,000,000
$10,000,000
$5,000,000
s,
2016/17 2016/17 2017/18 2017/18 2018/19 2018/19 2019/20 2019/20 2020/21 2020/21
Final Budget Actuals Final Budget Actuals Final Budget Actuals Final Budget Actuals Final Budget Actuals
w Salaries m Temporary Salaries w Overtime m Other Salaries ® Final & Regular Leave Cash Out W PERS Safety

B PERS Miscellanious W Medical/Other Insurances B Medicare WFICA W Temporary Contract Services B Workers Comp Insurance

FY 2016/17 |FY 2017/18|FY 2018/19|FY 2019/20| FY 2020/21

Salary & Benefit Savings
Actuals to Budget 8% 7% 7% 7% 4%*
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* The Town traditionally budgeted miscellaneous employees at the top step, and sworn and
management employees one step above their actual steps to anticipate merit increases.
Beginning in FY 2020/21 consistent with Council direction, the Town is budgeting salaries at the
actual salary plus a one-step increase for all classifications.

ATTACHMENT 2
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Iltem 7.

TOWN OF LOS GATOS MEETING DATE: 08/16/2022
COUNCIL AGENDA REPORT ITEM NO: 9

DATE: August 8, 2022

TO: Mayor and Town Council

FROM: Laurel Prevetti, Town Manager

SUBJECT: Receive Information on Town Operational Efficiencies and Provide Potential
Direction

RECOMMENDATION:

Receive information on Town operational efficiencies and provide potential direction.

BACKGROUND:

During the May 17, 2022 Budget public hearing, the Town Council approved a motion that
included direction to initiate an employee-led operational efficiency program with the goal of
3% to 5% operational improvements and develop 5-year goals.

DISCUSSION:

Context

Currently, the Town provides most municipal services with the exception of Fire and Emergency
Medical Services (EMS), and Community Services/Recreation (for all ages). In 1971, the Town
annexed into the County Fire District and transitioned the service to that agency.

During the Great Recession, the Town eliminated the Community Services Department and
distributed its functions. Senior programming was built into a lease agreement with Los Gatos-
Saratoga Recreation (LGS Rec). The Town Manager’s Office and the Community Development
Department absorbed several functions. The Town Manager’s Office took on Town events
(e.g., 4t of July), Community and Senior Services Commission (now the Community Health and
Senior Services Commission) and Arts and Culture Commission (currently administered by the
Library Department). The Community Development Department administers Housing
Programs, overseeing the work of vendors providing many of the direct services.

Reviewed by: Town Manager, Assistant Town Manager, Town Attorney, and Interim Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408) 354-6832
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PAGE 2 OF 3
SUBJECT: Town Operational Efficiencies
DATE: August 8, 2022

DISCUSSION (continued):

The Great Recession also saw the elimination of many Town positions. Attachment 1 shows the
sharp decline in staffing at that time and the fairly steady maintenance of reduced staffing rates
over the years.

Process Improvements and Organization Efficiencies

As a lean organization, all Town Departments are continuously reviewing their processes to
identify and institute process improvements to ensure that the limited Town staff resources are
focused on work that best utilizes their professional, creative, innovative, and technical skills.
Out of necessity with increased workloads, new State unfunded mandates, and little to no
increases in headcount, staff has had to find ways to do more by becoming more time efficient
without reducing the high quality of work product, internal controls, or the high level of
customer service the Los Gatos community expects of the Town.

Attachment 2 lists efficiencies identified by staff in three categories: (1) already implemented,
(2) in the process of being implemented, and (3) expected to be implemented. The information
includes efficiencies that were identified and implemented beginning in January 2020 to the
present to account for pre-Pandemic, Pandemic, and current considerations. The Pandemic
was an incredible catalyst to push many potential efficiencies from “nice to have” to “must
have” (such as on-line permit applications). It should be noted, that while this report focuses
on process improvements implemented since 2020, as illustrated in Attachment 1 the staffing
reductions since 2001 have required significant process improvements over the decades to
maintain service levels.

Efficiencies have been achieved through a variety of mechanisms, including but not limited to:
e The innovative use of technology;
e Regulatory streamlining;
e Use of consultants, retired annuitants, or vendors in a cost effective manner to create
staff capacity for other work; and
e Updating processes to improve workflow.

While the motion requested the quantification of the efficiencies gained through the
implementation of the items, the Town does not have the bandwidth to attempt these
estimations. Instead, qualitative explanations are provided with each item.

The Adopted Operating Budget contains activity and performance measures for all of the
Departments. The measures include quantities of work, cycle times, and other metrics. Some
of the performance measures include customer satisfaction ratings. Additional customer
satisfaction data were collected with the recent Community Survey.

Page 186
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PAGE 3 OF 3
SUBJECT: Town Operational Efficiencies
DATE: August 8, 2022

DISCUSSION (continued):

Finally, the Town’s ability to provide ongoing efficiencies in part depends on staff retention.
Trained and experienced staff have the relationships with community members, institutional
knowledge, and problem-solving background of past issues facing the Town. The Town’s
recruitment efforts carefully screen candidates to determine their technical and soft skills to
deliver high quality, timely, and professional services. Once hired, career opportunities can
occur within a single Department or by promoting to a new position within another
Department.

CONCLUSION:

This report documents efficiencies that have been implemented in Town Departments and
Offices beginning in January 2020 (pre-Pandemic), illustrating that staff engagement in
continuous process improvements is a fundamental element of the Town’s organizational
culture. Attachment 2 also contains some of the prospective improvements for the future. A
five-year projection of additional improvement would be challenging at this time given the
dynamic technological changes that are already underway.

As the Town continues to face future budget challenges, the Council has asked the Finance
Commission to look at both revenue and expenditure options to address the forecasted
shortfalls. Staff is supporting the Commission’s work by providing information regarding
potential options. With this agenda item, the Town Council may also provide specific direction
to staff.

COORDINATION:

The information contained in this staff report was coordinated with all Town Departments and
Offices.

FISCAL IMPACT:

There is no negative fiscal impact associated with the receipt and discussion of this report.

ENVIRONMENTAL ASSESSMENT:

This agenda item is not a project defined under CEQA, and no further action is required.

Attachments:
1. Organizational Staffing Levels
2. Town Operational Efficiencies by Department
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OPERATIONAL EFFICIENCIES BY DEPARTMENT em 7

Town Manager’s Office
Already Implemented

Town Social Media Record Retention (December 2021): Implementation of
ArchiveSocial social media retention software transformed a manual process of
gathering social media records in response to both public records requests and internal
staff requests to an electronic process. Efficiency Outcome: ArchiveSocial has changed a
manual process that could take hours depending on the size of the request into an
electronic report that can be pulled in minutes. It has also allowed the Town a
mechanism to capture deleted and edited comments, improving transparency and
access to records, and meeting our legal retention requirements.

Email Distributions (March 2020): Communications and documents that had been
printed and distributed in hard copy were converted to email distributions. Efficiency
Outcome: Reduced production time, saved paper, and reduced copier maintenance.
Communications and Outreach (ongoing): Expanded modes of communication to the
public via improved website content, summaries of Council actions, social media use,
strategic use of postcards to all residents, and other mechanisms. Efficiency Outcomes:
Improved access and transparency of Town activities, upcoming engagement
opportunities, and access to information. Enhanced consistent responses to customer
inquiries by directing the public to information available on the Town website. Reduced
research time for public inquiries.

Updated Procurement Policy (Fall 2021): The Town Manager’s Office led a multi-
Departmental effort to update the Town’s Procurement Policy that was approved by the
Town Council in December 2021. Efficiency Outcomes: Reduced processing times for
procurement.

Events Streamlining (July 2022): Enhanced template for standard conditions and
eliminated redundant process steps. Efficiency Outcome: Faster processing times for
Special Event Permits.

Economic Vitality Streamlining: See Community Development Department

Clerk Department
Already Implemented
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Town Agreement Processing (April 2020): Implementation of DocuSign software
transformed a Town-wide paper-based agreement review and signature process to an
electronic process. Efficiency Outcome: DocuSign has reduced the agreement
processing time from two to three weeks minimum to five to seven calendar days
maximum (weekends included).

JustFOIA Public Records Request System (March 2022): Public records requests are
submitted and handled through the online system. Efficiency Outcome: This has
reduced staff processing time by 50%.

Municode Portal (March 2022): Allows staff, Council, and the public to
search for an agenda item on any meeting date without having to know
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the specific date. Efficiency Outcome: Reduces search time by approximately 50% and
greater public transparency.

Electronic Document Filing (March 2020): Where possible we have eliminated paper
files. Efficiency Outcome: Electronic filing reduces the amount of time staff spends filing
by 50% and also reduces costs for filing supplies.

Information Technology
Already Implemented
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IT Service Desk Ticketing Solution (January 2021): ServiceDesk Plus, a cloud hosted ITSM
(IT Service Management) solution, was implemented to manage the complete life cycle
of IT incidents and support requests which were previously managed through Outlook
email by individual IT Staff. Efficiency Outcome: ServiceDesk Plus has reduced the time
to resolution significantly as illustrated by Staff’s rating of the timeliness of IT’s support
which rose from 96% in 2020 to 100% in 2022.

New Hire and Separation Process (June 2022): An improved IT New Hire and Exit form
was implemented to better manage the onboarding and offboarding process through
automated workflows and notifications. Efficiency Outcome: IT Staff receives new hire
and separation notifications in a timely manner with formal HR approval which allows IT
Staff to focus their time on the activities related to the onboarding and offboarding
process rather than chasing down information.

IT Orientation for New Hires (February 2022): A formal IT orientation is scheduled for all
new hires on their first day of work to get them fully situated on their computers and
various applications. Efficiency Outcome: New hires are immediately able to utilize
their computers and other systems where technology does not become a hinderance
but rather a springboard to get them operating fully in their new job function.
Sharepoint File Storage (February 2021): Various departmental file shares stored on a
local file server were migrated over to Sharepoint as the new online document
management system. Efficiency Outcome: The Sharepoint platform allows for
concurrent viewing and editing of hosted files which allows Staff to collaborate on files
together at the same time without having to wait on others to finish their work and
close the files. Sharepoint hosted files also provide the flexibility of accessing files
remotely without the need for direct VPN access to the Town’s internal network thus
eliminating additional hurdles and IT support to access data.

Microsoft Teams (February 2020) : Microsoft Teams was implemented as the Town’s
communication platform which allows for online meetings as well as file and
screensharing for all Town Staff. Efficiency Outcome: Microsoft Teams was an
important tool during the Covid shutdown period and continues to be a highly utilized
tool for remote/hybrid work to keep people connected. Microsoft Teams allows Staff to
quickly communicate and collaborate with one another in a highly dispersed work
environment.

Internet Service Reliability (October 2020): The Town’s internet service was migrated
from a 50MB connection through Comcast Business over to a 200MB connection with
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Frontier Communications. The Library’s internet connection was also leveraged with
the new Frontier connection to be utilized as a failover connection. Efficiency Outcome:
The Town experienced frequent outages with Comcast during PG&E power
interruptions and was generally unreliable and slow. The new internet connection has
considerably increased uptime and reliability which allows Town staff, including public
safety, to better serve the community without any unplanned disruptions.

Town Attorney’s Office
Already Implemented

e Using ABAG-PLAN (June 2022): Sending town claims to our third-party administrator
(ABAG-PLAN) to evaluate claims as they come in. Efficiency Outcome: The PLAN
handles all the claims rather than the Town Attorney’s Office staff

e OQutside Council (June 2022): Using outside counsel to advise regarding response to
Police Department subpoenas (unless it involves a simple matter such as requesting a
hearing continuance in which case the Town Attorney can handle). Efficiency Outcome:
Reduces time spent on the long cases.

e Lexis Nexis (June 2022): Implementation of Lexus Nexis lets the Attorney’s office have
access to a database of case law and legislative history. Efficiency Outcome: This makes
it easier and efficient for the Attorney’s Office to find Legal documents.

e Contract Template (Prior to January 2020): The already created contract template is
standard template that departments can input in a created document. Efficiency
Outcome: Reduces the preparation and review time for agreements.

Finance Department:
Already Implemented

e Timesheet via email (March 2020): Timesheet submittal and approval via email
replacing a paper-based submittal and approval. Efficiency Outcomes: Decreased
processing time and enabled remote work when social distancing was required by Public
Health Orders. This also decreased the cost of paper and printing, and protects the
environment.

e Paperless Account Payable processing (March 2020): The accounts payable process is
now paperless with every invoice approved via email. Efficiency Outcomes: Decreased
processing time and enabled remote work when social distancing was required by Public
Health Orders. It also provides an easier transition to storing all items electronically
thus providing easier access for future research and/or to meet auditor and Department
requests. This also decreased the cost of paper and printing, and protects the
environment.

e Positive Pay (November 2021): The Town implemented positive pay, an automated cash
management service employed by financial institutions to deter check fraud. Positive
pay matches the checks issued with those presented for payment. Efficiency Outcome:
Reduced possible fraud and staff time interacting with banking partners.
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Digital Accommodation of Business License Processing (March 2020): Utilized email and
digital phone messaging to streamline and provide business license processing during
office shut-down due to Public Health Orders. Efficiency Outcomes: Business owners
were able to communicate and receive timely answer regarding business license
applications. Payments were still submitted via check during the office closure, and the
email communication ensured that the correct amount and documentation were
submitted.

Virtual audit engagements (Spring 2020): Uploaded all documentation to the
Independent Auditor web portal. Efficiency Outcomes: Streamlined the audit process
timeline, making the requested information available immediately to the auditor team.
Reduced the time of pulling physical backup and scanning materials.

Journal Entry Approval via email (Spring 2020): Journal entry submittal and approval via
email replaced a paper-based submittal and approval process. Efficiency Outcome:
Faster turnaround of journal entries with the email submission procedures. Backup
electronically stored. Documents are easier to access as well as provide to auditors
when requested.

SharePoint utilization for the Operating and Capital Budget (March 2022): Efficiency
Outcome: Utilizing the simultaneously shared document made the collaboration
between users and Departments more effective while meeting the compressed timeline
to produce budget documents.

Work from Home Schedule (August 2021): Ability to work from home a couple of days
per week has resulted in better scheduling of certain tasks. Efficiency Outcome: Able to
log in and complete early bank account review from home and provide activity
information to other staff who may need to complete related bank activities prior to
cutoff times.

Human Resources Department:
Already Implemented
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HR and Payroll Shared Folder (2021): A single location on the Town’s server for
confidential new hire payroll paperwork. Efficiency Outcome: Enhanced security for
confidential information, reduces processing times, reduces the use of paper, and
improves digital filing.

NeoGov eForms (Fall 2020): Allows for employee forms to be routed for signature
digitally and securely. Efficiency Outcomes: Reduces staff time by creating, managing,
and routing documents electronically for approval.

NeoGov Onboard (Fall 2020): Allows for new hire packet forms to be sent to new
employees digitally and securely through a self-service portal. Efficiency Outcomes:
Enhances security of confidential documents. Reduced processing time of documents.
Streamlined and improved the consistency of the onboarding process, review of Town
policies, and trainings. Saves paper and copier maintenance.
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e New User IT Form and the User Exit Form (Spring 2022): Documentation for new and
exiting employees. Efficiency Outcomes: Improved workflow, enhanced
documentation of IT equipment use and returns.

e Virtual Onboarding, Offboarding, and Interview Processes (Spring 2020): Zoom
capability enabled the Town to continue its recruitment-related processes, including
testing of candidates. Efficiency Outcome: No loss in productivity during the Public
Health Order shutdowns.

e Online Open Enrollment Process and Virtual Wellness Challenge (Fall 2020): Completed
Open Enroliment for benefits on time. Efficiency Outcome: Provided a flexible way for
staff to learn about changes to benefits, allow for online enrollment, and reduce staff
time for processing materials.

e On-Demand Virtual Sexual Harassment Prevention Training (Fall 2021): Used the
services of Liebert Cassidy Whitmore (LCW) for online training. Efficiency Outcome: All
employees to meet this State requirement flexibility during the Pandemic.

Implementation Underway

e NeoGov Perform: An automated performance evaluation system. Efficiency Outcomes:
Increases engagement between employees and supervisors. Reduces time to complete
evaluations, saves paper, and reduces copier maintenance.

e Improved Access to Forms: Working with IT to develop the HR section of an internal
platform for employees to access information and forms online. Efficiency Outcome:
Reduces staff time searching for and completing forms.

Library Department
Already Implemented

e Targeted Teen Volunteer Roles (October 2021): Solicitation for high school volunteers
based on specific skill sets needed rather than the past practice of accepting general
volunteers. Efficiency Outcome: Reduced labor load for staff equivalent to .1 FTE per
week while allowing for staff to focus on higher level tasks.

e Collection Assessment Software for EDI Analysis (July 2022): Implementation of
software to analyze the scope of diversity of the library’s collection which replaces a
time-intensive manual system of evaluation. Efficiency Outcome: Reduced staff time for
collection analysis projects by appropriately 60 hours per year.

e Historical Archives Online Platform (July 2022): Migration of historical archives to the
new digital platform Cataloglt. Efficiency Outcome: Improved functionality and
searchability has reduced records input and retrieval from twenty minutes per entry to
five minutes per entry. Lower cost of software has cost savings of $3,000 annually.

e Wireless Staff Radios (February 2021): Implementation of wireless radios worn by all
staff replaced inbuilding communication by word of mouth and email. Efficiency
Outcome: Facilitation of rapid communication among staff saves approximately two
hours of staff time per day and enhances safety.
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Program Backup Cross Training (July 2022): Developed training for all full-time staff
members to be assigned and trained as substitutes for scheduled programs and events
eliminated need to cancel or reschedule programs. Efficiency Outcome: Increased
quality of service to the public and reduced service interruptions. Approximately sixty
minutes of staff time per day are saved through this cross-training.

Tech Equipment Troubleshooting Cross Training (May 2022): Cross-training of all full-
time staff for troubleshooting issues with public computers, printers/copiers, and self-
check machines decreased reliance on availability of specialized staff members.
Efficiency Outcome: Increased quality of service to the public and decrease in down
time of malfunctioning equipment from 30 minutes to 5 minutes.

Public Desk Cross Training (October 2021): Cross-training of all full-time staff and most
part time staff to field all first level public interactions at three different service points
(children’s desk, reference desk, circulation desk) decreased reliance on availability of
specialized staff members. Efficiency Outcome: Increased quality and speed of service
to the public. Approximately sixty minutes of staff time per day are saved through this
cross-training.

Appointments for Historical Research (January 2022): Implementation of appointment
booking via Library website for patrons needing historical research replaced a drop-in
system. Efficiency Outcome: Labor-time related to historical research appointments has
been reduced by approximately 2 hours per week. Pre-booked appointments allow for
more efficient staff scheduling and time management, fewer interruptions, and more
focused attention to the patron.

Time Boxed Active Project Meetings (June 2022): Adoption of “time-boxing” for
simultaneous work on collaborative projects transformed discussion meetings to output
meetings which bring projects to completion. Efficiency Outcome: Projects are
completed 20% more quickly across the board.

World Languages Collaboration (November 2020): Development of inter-library agency
workgroup to share language purchasing, cataloging, and translation expertise in
multiple languages other than English replaced reliance on vendors and outsourcing.
Efficiency Outcome: Eliminating reliance on venders’ expertise has resulted in a cost
savings equivalent to $6,000 per year.

Staff Role and Project Assignments (November 2020): Reassignment of staff project
roles based on immediate changing need for skill sets rather than job descriptions.
Efficiency Outcome: Labor-time savings of approximately .5FTE annually across all
specializations.

Virtual Staff Development (May 2020): Assignment of staff to new virtual training
opportunities from the State Library and other agencies increased professional learning
opportunities with fewer staffing impacts. Efficiency Outcome: Labor-time savings of
approximately 100 hours per year.

Library Director Check-In Meetings (June 2020): Virtual attendance at monthly meetings
with Library Directors across the State replaced slow email communication chains and
fostered problem solving. Efficiency Outcome: Reduced redundancy of work across
different library jurisdictions has allowed the Library Director to save approximately 120
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hours of time per year, enabling the Director to devote this time to other important
priorities.

Wireless Public Printing Software (June 2021): Implementation of Princh wireless
printing software for credit card payment and release of public printing jobs replaced
manual system of making change and manual print releases. Efficiency Outcome: Labor-
time savings of approximately one hour per day.

Friends of the Library Payment Systems (April 2021): Installation of cash donation box
and self-serve DipJar credit card payment for the Friends of the Library eliminated staff
need for making change, overseeing donations, and monitoring purchases. Efficiency
Outcome: Labor-time savings of approximately one hour per day.

Cashless Operations (June 2020): Elimination of all cash transactions and removal of
cash register replaced daily cash handling. Efficiency Outcome: 30% reduction in wait-
time for service to the public at library desks. Approximately one hour per day of labor-
time is also saved.

Shared Files and Folders via Cloud Platform (April 2020): Implementation of and
migration to OneDrive, SharePoint, and Office 365 for all staff files and working
documents replaced system of files stored on individual computers. Efficiency
Outcome: By eliminating the need for file transfers, multiple file versions, and backups,
and by allowing for increased collaboration and simultaneous editing, the shared files
have saved approximately ten hours of staff time per week.

Collaborative Communication Application (March 2020): Implementation of MS Teams
application transformed real-time digital communication among staff. Efficiency
Outcome: Real-time remote communication has saved approximately three hours of
staff time per day.

Shared Purchasing Tracking and Reconciliation (July 2020): Creation of a shared
universal master spreadsheet for tracking all internal account spending replaced
individual staff tracking for budget line items. Efficiency Outcome: Saves approximately
sixty hours of staff time per year, including forty hours of Library Director time, thereby
allowing the Director and staff to direct this time towards other public needs.

Staff Laptops (September 2020): Purchase of laptop computers and docking stations for
full time staff members replaced desktop computer towers, allowing greater flexibility in
staff usage of different workspaces. Efficiency Outcome: Location flexibility saved
approximately 0.5 hours per week per employee.

Outsourced Book Processing (October 2020): Increase of amount of book processing
(catalog records and shelf ready preparation) reduced scope of in-house processing.
Efficiency Outcome: The outsourcing of book processing saved approximately four
hours of staff time per week.

Direct Purchase of Catalog Records for Languages Other Than English (September 2020):
Purchase of complete records direct from book vendors eliminated need for staff to
translate and create records in-house. Efficiency Outcome: Purchasing complete
records saved approximately thirty hours of staff time annually.

Hold Items Pulling (July 2020): Creation of collaborative team system to locate and pull
items requested by patrons replaced a tedious individual process. Efficiency Outcome:
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Increased speed of service to the public. Time spent on pulling reserves reduced from 2
hours per day to 30 min per day.

Adhesive Receipt Paper (August 2022): Utilization of adhesive receipt paper to attach
automatedly printed hold and reserve notes to books replaced manual writing, cutting
and rubber banding paper slips to books. Efficiency Outcome: The switch to adhesive
receipt paper has saved approximately twenty minutes per day of staff time and has
increased the speed of service to the public.

Patron Initiated Replacement of Lost or Damaged ltems (September 2020): Adopted
procedure of encouraging patrons to replace their lost or damaged items with a new
identical copy replacing system of staff-initiated replacement. Efficiency Outcome: Staff
time spent replacing lost or damaged items has been completely eliminated.

Display Books in Children’s Room (January 2021): Utilization of additional surface areas
in Children’s Room to display recently returned books decreased need to reshelve all
items. Efficiency Outcome: Staff time spent on reshelving children’s books has been
reduced from forty to thirty minutes per cart.

Paperless Invoices (August 2020): Adoption of workflow process to receive, route, and
approve invoices replaced a paper-based system of copies, physical signatures, and
interoffice mail routing. Efficiency Outcome: The new workflow process for invoices
saves approximately one hour of staff time per week.

Close Caption Transcription Software (February 2021): Acquisition of automatic
transcription software for historical interviews and programs eliminated need for
manual in-house transcription. Efficiency Outcome: The usage of automatic
transcription software saves approximately 8 hours of staff time per project.

Design Software (April 2021): Utilization of simple user interface Canva design software
allowed for access to premade templates and designs for print and social media
replacing previous cumbersome design software and need for designing files from
scratch. Efficiency Outcome: Use of Canva has reduced time spent on designing social
media posts and flyers from 90 minutes per item to 15 minutes per item.

E-Magazine Consortium Purchasing (July 2021): Cooperation with neighboring library
jurisdictions to purchase a core collection of e-magazines at a discounted rate reducing
financial cost. Efficiency Outcome: Cost-savings of $4,800 annually.

State Access to Databases (September 2021): Joined State-sponsored programs to
access educational and job-searching databases and subscriptions reducing financial
cost. Efficiency Outcome: Cost savings equal to $13,500 annually.

Check-in Meetings with Partner Organizations (February 2022): Adoption of regular
check in meetings with partners for NUMU, LGS Rec, and LGSUHS District
representatives to increase dialog, replacing communication voids. Efficiency Outcome:
Streamlined communication with partners has eliminated problems resulting from
miscommunication among departments, thereby saving approximately 10 hours of staff
time per year.

Single Point of Contact Desk (May 2022): Reassessment of staffing coverage at
Reference and Children’s desks, based on daily foot traffic patterns, identified times of
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the day that could instead be serviced by a single front desk. Efficiency Outcome: Saved
ten hours of staff time per day.

Public Computer Bulk Updates (August 2021): Adoption of new workflow for regular
updates to public computers can be done from a staff desk, replacing need for staff to
monitor computers in the public area while updates complete. Efficiency Outcome:
Saves approximately six hours of staff time per week.

Rearrangement of Collections (December 2021): Modification of locations of high use
collections such as series chapter books and graphic novels in the Children’s area
allowed for more space to effectively locate, access, and shelve items. Efficiency
Outcome: This improve usage of space has resulted in higher-quality service to the
public and reduced reshelving time by approximately five minutes per cart.

Self-Check Machines (October 2020): Installation of four new public self-service
checkout machines with RFID readers increased ability for public to successfully
checkout items without staff assistance. Efficiency Outcome: The self-service checkout
machines increase speed of service to the public through a 50% decrease in wait-times.
Phone App Based Self-Checkout Functionality (October 2020): Addition of item checkout
functionality via the Library’s app provides ability for public to check out items in a fully
contactless manner. Efficiency Outcome: Allowing members of the public to
immediately check out items eliminates the need for staff to check out materials,
thereby cutting out wait-times for patrons who use this service. Saves approximately
thirty minutes of staff time per day.

Phone Tree Software (May 2020): Implementation of RingCentral software to serve as a
phone tree for incoming calls routes public calls to the appropriate staff member or
desk, replacing the need for staff to field and transfer each call. Efficiency Outcome: The
software improves speed of service by reducing the length of telephone interactions
from five to three minutes per call.

Communication Channels for County Emergency Management (August 2020):
Establishment of communication channel between County Library Director and local
staff sped dissemination of emergency updates, allowing staff to respond faster to
changes. Efficiency Outcome: Faster communication of updates allows staff
approximately three hours of advance planning time to respond to each upcoming
change.

Shared Repository for Regional Library Document Templates (January 2021): Creation of
repository for Bay Area libraries to share document examples such as vendor
agreements, RFPs, and policy examples reduced need for documents to be created from
scratch-in house. Efficiency Outcome: Saves approximately four hours of staff time per
document.

Staff Scheduling Software (November 2020): Implementation of LibCalendar software
for staff scheduling, remote schedule communication, and time off requests replaced a
more complicated software. Efficiency Outcome: LibCalendar reduces labor-time
devoted to schedule management by 30%.

Reservation Functionality (August 2021): Implementation of reservation functionality to
the Library website provides method for the public to directly reserve study rooms,
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replacing need for reservations to be staff managed. Efficiency Outcome: By eliminating
the need for staff to manage reservations, this change saves approximately two hours of
staff time per week. The new system also increases quality of service to the public.
Minimal Processing of High Circulation Children’s Items (March 2022): Creation of single
generic catalog record for hundreds of high-volume use children’s beginning reader
paperbacks replaced need to create individual records for each of those items.
Efficiency Outcome: Reduces processing time per item from 3 minutes to thirty
seconds.

Patron Access to Historical Collections (April 2022): Relocation of non-archival historical
resources to the public area freed history workroom space and allows public to access
more resources without staff assistance. Efficiency Outcome: This intervention has
increased workspace and storage capacity for archives by 25%.

Archive Finding Aids and Reorganization (March 2022): Creation of a comprehensive
finding aid for archived materials and physical reorganization of archives replaced
system of filing cabinets in a confined work area. Efficiency Outcome: The new finding
aid has reduced research time for historical questions from an average of 60 minutes to
20 min. per research inquiry.

Historical Microfiche Digitization (June 2022): Outsourcing of digitization of historical
newspapers replaced need to digitize in-house. Efficiency Outcome: The outsourcing of
digitization has saved a total of 250 staff hours.

Tech Tutoring Appointments and Volunteers (March 2022): Utilization of volunteers for
drop-in periods for patron help with computers and phones replaced scheduled
programmed timeslots that required staff. Efficiency Outcome: Saves two hours of staff
time per week.

Restricted Hours for Book Donation Drop Off (April 2021): Restriction of time windows
for receiving donated books only to hours covered by volunteers eliminated need for
staff to handle book donations. Efficiency Outcome: Reduces staff interruptions; saves
approximately two hours of staff time per week.

Immediate Purchasing from Local Vendors (April 2022): Establishment of relationships
with local booksellers facilitated ability to receive copies of popular titles that were
delayed due to supply chain issues with our normal vendors. Efficiency Outcome: Time
for obtaining back-ordered materials has been reduced from six weeks to two hours.
Reference Question Software (February 2020): Implementation of Gimlet reference
transaction software allowed staff to quickly record questions asked by the public into a
searchable database utilized for facilitating statistical gathering and for cross-
referencing previously answered questions. Efficiency Outcome: Reduces research time
from five minutes to two minutes per reference transaction.

Interns (April 2022): Reinstatement of library intern program post-pandemic opened
opportunities for library school students to work on Library projects temporarily
increasing staff capacity. Efficiency Outcome: Increased staff capacity by 0.5 FTE for the
duration of the internship.
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e Speaker Consortium (July 2022): Joined consortium of national library systems to host
authors and speakers for library programs at a consortium-negotiated rate. Efficiency
Outcome: Cost savings equivalent to $12,000 annually.

e Art and Craft Class Subscription (July 2022): Implementation of CraftBug subscription for
public access reduced need for staff to create similar content in-house. Efficiency
Outcome: Provides over 500 hours of program content with no additional staff time.

e Collection and Circulation Reports (July 2021): Generation of reports for item holds,
item deaccession, missing items, and item use duplicated in Koha catalog software,
replacing need for continued subscription to redundant software. Efficiency Outcome:
Elimination of redundant software leads to cost-savings of approximately $4,500 per
year

e Social Media Meetings (April 2022): Posts to Library social media accounts are made
during regularly scheduled meetings devoted to social media outreach, rather than at
random times. Efficiency Outcome: Saves approximately 2 hours of staff time per week.

e Staff Area Reorganization (March 2022): Reorganization of temporary holding areas in
staff work areas to facilitate workflow of processing, mending, and problem flagged
items. Efficiency Outcome: Increases efficiency of workflow in this area by 50%.

e Lasercut Signage and Branded Items (January 2021): Utilization of grant-funded laser
cutting equipment for rapid in-house production of signage and branded items
eliminated need for contracting through vendors. Efficiency Outcome: Cost savings of
approximately $2,000 per year.

e Program Supply Circulation to Public (November 2020): Circulation of existing Library
program and event supplies and equipment for public checkout freed workroom and
storage space while providing additional use of specialized items. Efficiency Outcome:
Provides an additional service to the public at no extra cost.

e Community Grant Application Process (July 2022): Utilization of SurveyMonkey platform
to receive and process grant applications streamlined document receiving and
formatting. Efficiency Outcome: Simplifies the application process, saving time for
applicants as well as reducing necessary staff time from 6 hours to 1 hour.

e Town Website Permissions (October 2021): Implementation of internal department
permissions for changes to the CivicPlus platform eliminated need to process webpage
updates and edits through an interdepartmental communication chain. Efficiency
Outcome: Cuts time for website changes from 24 hours to 15 minutes.

Police Department
Already Implemented

e Community Policing and the impact on service delivery (February 2022): A Community
Policing initiative was developed in early 2022, branded and launched in April 2022.
Efficiency Outcomes: Enhanced community-police partnerships and communication
improves the intent of the policing model in several ways. The fear of crime in a
community is reduced with a greater awareness of the presence of public safety efforts
and a relationship with the public safety resources that provide those services. The
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presence of crime is reduced through education to the community of what information
may be helpful to provide to the Police Department and when, thereby developing
additional “eyes and ears” for the Police Department to have a swift response to
concerns and develops helpful investigative information to solve crimes. Improved trust,
transparency, and access helps to mend and bridge perceptions related to individuals in
the policing profession and may aid in developing ambassadors for the profession and
recruitment for the LGMSPD.

Flock (January 2022): The Police Department initiated a two-year pilot program for the
allocation and implementation of stationary automated license plate readers (ALPR)
throughout Town, as a crime suppression and investigative tool. Efficiency Outcome:
Images of vehicles reported as stolen, wanted as evidence in major crimes or associated
to missing persons are alerted to LGMSPD within seconds. The Flock system helped to
solve and prevent many crimes and 13 other law enforcement agencies share their data
with LGMSPD. This also allows to have a strategic deployment or response model based
on immediate information of where crime may be occurring, and evidence related to a
crime.

Virtual Reality (VR) Training (February 2022): The purchase of virtual reality Decision
and Tactics Training Equipment with dedicated VR simulation components assists
LGMSPD in creating the most realistic training for officer’s decision making, de-
escalation and use of force. This system is Police Officer Standards and Training (POST)
approved and allows the subjects involved in the scenarios to have the mental status,
gender, race, and many other attributes of the subjects on the screen to be adjusted.
Efficiency Outcome: This equipment allows for onsite training and opportunities to
recreate situations they may encounter on duty, but in a controlled setting and to be
available on any shift throughout the week. This technology can also be shared with
members of the community to allow them to participate in a controlled environment in
some of the situations our sworn staff experience.

RIMS (September 2020): RIMS is a new Computer Aided Dispatch (CAD) and Records
Management System (RMS) that interfaces with many different platforms utilized
currently and by other law enforcement partners in the county. Efficiency Outcome:
RIMS assisted the Police Department in being able to comply with existing and
upcoming mandates, capture ongoing statistical data, accurately measure performance,
better equip first responders with relevant information, and reduce report writing time.
RIMS interfaces with many other platforms in use by the Police Department, therefore
reducing the need for staff to login and access each database independently.
Additionally, the RIMS platform allows the ability to provide a website link where the
public can access information of police activity and arrests, which reduces the need for
staff to provide this information or the public having to make a request and increases
transparency. Residents can also request vacation checks, register their security
cameras, or request directed patrol on the site.

Racial and Identity Profiling Act — RIPA (October 2021): Assembly Bill 953 referred to as
the Racial and Identity Profiling Act (RIPA) was passed by legislature to focus on
eliminating racial and identity profiling and improve diversity and racial and identity
sensitivity in law enforcement. The bill requires each state and local agency that
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employs peace officers to annually report to the Attorney General specified data
elements on all stops. Efficiency Outcome: Statistics received based on the RIPA
information will be published by Department of Justice in Spring of 2023 and accessible
on a database maintained by DOJ with other jurisdictions RIPA information for a
uniformed intake and transparency platform. Law enforcement agencies are able to
generate RIPA analysis information through the Stop Data Dashboard to review the
officer’s “perception” of various components of information mandated under the RIPA
requirements.

National Incident Based Reporting System - NIBRS / CIBRS (February 2022):
Implemented to improve the overall quality of crime data collected by law enforcement
and an ability to provide circumstances and context for crimes and provide more useful
statistics to promote constructive discussion, measured planning, and informed policing.
This is a data collection method required by the FBI and replaces the previous Unified
Crime Reporting (UCR). The prior UCR Summary Reporting System (SRS) has been
retired and a more expanded information report will be available in 2023. Efficiency
Outcome: Significant amount of information related to victims, offenders’ relationships
property, and crimes that was not previously available for assessment of the totality of
each investigation under the UCR process.

Transparency Webpage (May 2021): A single, user-friendly webpage on the Police
Department website provides consistent and transparent information on incidents
throughout different areas within LGMSPD’s jurisdiction. The website also includes
information related to Police Department training requirements, hate crimes, PRAs, Use
of Force, and Flock Safety Transparency Portal (updated daily). Efficiency Outcome: A
single location for information, improved accessibility of the data to the public,
improved customer service, and reduced calls for information.

Body Worn Cameras and Mobile Audio Video Technology (July 2021): While the
Department was an early adopter of body-worn cameras (BWCs), the updated BWC
equipment also included Mobile Audio and Video (MAV) system in the patrol vehicles to
benefit the Town Department, and the public through enhanced evidence collection,
retention, increased officer safety, accountability, and transparency. Efficiency
Outcome: The BWCs and MAYV system interface with an associated evidence
management platform that works in conjunction with the new Computer Aided Dispatch
System. This connection through technology limits staff time on categorizing and
tagging video evidence. The updated BWCs and MAYV system are crucial in limiting
liability exposure.

Axon Automated License Plate Readers — ALPR (August 2021 / July 2022): Axon Fleet 2
installed in August 2021 and upgraded to Axon Fleet 3 ALPR in July 2022. Fleet 3 allows
better coverage with camera angles and ability to read plates passing through the
camera angles. Plate reading technology alerts officers on the car computer on plates of
interest or with a want associated to the vehicle. The technology also retains the plate
read data through Axon Evidence for later investigations. Efficiency Outcome:
Immediate awareness of more than what an Officer can observe, similar to Flock but
mobile. This adds to the Officers’ situational awareness and has the same 30 days
retention period as Flock.
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Fingerprinting contract with Los Gatos-Saratoga Recreation (LGS Rec) (November 2021):
Fingerprinting services for tow truck drivers, town applicants, and other as needed
purposes was being provided by Records staff utilizing outdated equipment.
Fingerprinting services are now being contracted through the LGS Rec. Efficiency
Outcome: Limited Records Staff is no longer having to track and provide services for
fingerprinting and allowing non-police staff into a secured area for fingerprinting
services. This allows for better security in the Police building and ability for staff to focus
on Police Records duties.

Updated Surveillance System (July 2022): The Police Department updated and
modernized its antiquated interview recording and Police Operations Bureau overall
surveillance camera system. Efficiency Outcome: This new system allows access for
viewing from all available PD terminals, instead of one, and the recording function is
significantly more seamless.

Evidence.com / Axon : Digital evidence management system for videos, photos,
documents. Efficiency Outcome: Time saved with efficiency tools offered with
redaction, transcription, and sharing evidence with secure link controls with law
enforcement partners. Evidence.com is a cloud-based system that integrates with RIMS
for auto tagging capabilities thereby reducing time officers had to previously review and
mark evidence.

Per Diems in Dispatch (November 2021): The Police Department has utilized per diem
Dispatchers to supplement the full-time Dispatchers as they continue to train new
personnel. Per diem staff have provided additional needed shift coverage for full-time
dispatchers to have vacation, go to training, and provide increased staffing when
needed. Efficiency Outcome: Full time staff overtime hours in Dispatch is less than the
same timeframe a year ago, they are allowed time off, each Dispatcher was allowed to
attend a training course in the first six months of this year. improved staff retention.
Social Media (February 2022): The Police Department has expanded the staff that has
access and approval for posting on the various Police Department social media sites and
are encouraged to share work experiences that the public may be interested in, provide
safety messages, and advertise upcoming events that the community may want to
attend. Efficiency Outcome: Social media provides immediate information and
awareness that is accessible to media and to community members. It allows for swift
consistency in messaging and provides a greater level of awareness for the Police
Department and its public safety efforts and connection with the community.

Coplogic Online Reporting (August 2021): Online police reports are convenient and
accessible to the public any time of day. Online reporting allows Police Officers to be
available for emergencies and other high-priority situations. It also gives officers more
time for proactive and discretionary police work. Efficiency Outcome: Resulted in fuel
savings and improved response time to incidents. Support staff can process the reports
more efficiently. Since January 1, 2022 until August 1, 2022, a total of 163 online police
reports have been received through the online system. With each report estimated at
taking 1.5 hours for an Officer to document, this provided an estimated time savings of
244.5 hours of sworn staff time this year alone.
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LexisNexis (June 2022): Automated accident report database that interfaces with the
RIMS platform. Efficiency Outcome: Provides a secure, electronic data management
resource that helps agencies deliver accident reports to requestors directly and
alleviates the requesting and issuance process that previously occurred through Police
Department Records staff manually. The accessibility to the requestor enhances public
service and document accessibility.

Implementation Underway

Strategic Plan: The Police Department Leadership Team joined together for several days
for a facilitated Team Building Workshop with the purpose of team building and to
provide an opportunity to refine and build upon the strategic direction of the
organization. During the retreat, the team focused on problem solving, developing
organizational goals and objectives that can be implemented in the Department and
throughout the community. Efficiency Outcome: The Strategic Plan provides focus for
the Department over the next two years.

Outside Vendor to Conduct Backgrounds: Instead of using retired staff to complete both
sworn and non-sworn background investigations, the Police Department elected to
contract with an outside vendor. Efficiency Outcome: Outside backgrounding services
create staff capacity and there is no potential for pre-conceived bias of having known an
applicant. Each background investigation and report is conducted in a similar manner,
depending on the position being sought.

Investigative Technology Advancements: Enhanced intelligence systems for onsite
review instead of awaiting outside vendors or State and Federal law enforcement
partners to utilize their technology databases to extract and analyze the information.
Efficiency Outcome: Reduction in time for return of investigative information.

Expected
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Electronic Citations or E-cites (Spring 2023): Allows Officers to produce printable paper
citations in the field without having to hand write the document on a triplicate copy.
Efficiency Outcome: Through electronic communication, the information on the citation
is automatically uploaded in the interfacing RIMS Records Management program and
sends the pertinent information to the court system as well, thereby alleviating a lot of
time from writing the citation, Records staff having to enter and process the documents,
and limits paper storage by going to an automated capability.

All of PD staff at POB (2023 — 2024): Develop a phased process with the goal of moving
the Police Department staff at Headquarters to the Police Operations building.
Efficiency Outcome: By bringing all Police Department staff together there are many
benefits and efficiencies including decreasing redundancy, improving communication,
enhancing access and camaraderie throughout the Police Department team, cross
training opportunities, and allow for all Police Department resources to be available to
the public at one location.
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Parks and Public Works Department
Already Implemented

o Special Use Permit Applications (April 2021): created a PDF fillable form for a paperless
process. Efficiency Outcome: Reduced the cycle time for the approval process.

e Special Use Permit Refund Request (September 2021): created a PDF fillable form for a
paperless process. Efficiency Outcome: Reduced the cycle time for the approval
process.

e Park Reservation Refund Request (September 2021): created a PDF fillable form for a
paperless process. Efficiency Outcome: Reduced the cycle time for the approval
process.

e QR Code Signage - Parks (September 2021): created a QR code for easy access to Parks
website. Efficiency Outcome: Allows residents/customers the ability to access Parks
website from their cell phone.

e Tree Removal Permit Application (August 2021): created a PDF fillable form for a
paperless process. Efficiency Outcome: Reduced the cycle time for the approval
process.

e Agreement Checklist (November 2021): created a PDF fillable form for a paperless
process. Efficiency Outcome: Reduced the cycle time for the processing of an
agreement.

e SharePoint (May 2020): For electronic work files, PPW switched over from local network
drives to cloud-based Microsoft SharePoint platform during the Covid shutdown as a
way to allow employees to continuously share and store documents even remotely.
SharePoint continues to be a useful tool for staff to access and work on documents
collaboratively. Efficiency Outcome: increased productivity, collaboration, and readily
available information to staff members.

e Engineering Document Archiving (June 2020): Scanned/digitized/cataloged hardcopy
documents (both typical letter size to large format, such as maps), which were
previously stored in large storage bins, to be archived and accessed quickly through
local network drive and SharePoint. Efficiency Outcome: Faster and easier access to
Engineering documents and freed up workspace for other tasks.

¢ Online Bidding for Public Works Projects (May 2020): In response to Covid-19, PPW
staff implemented online plan room and bidding platforms to allow electronic bid
advertising and bid management services. Efficiency Outcome: Minimize the need to
reproduce hardcopies of bid documents, consolidate bid management through online
platform, and allow contractors to submit bids online without having to physically
deliver or mail in bids.

e Postcard Mailings for Community Outreach (August 2020): Outsourced postcard
mailings by utilizing multiple online vendors. Efficiency Outcome: Reduced staff time
to manually prepare documents and effectively provides notices to the public in a timely
manner.

e Imagery and Light Detection and Ranging (LiDAR) Data Acquisition Cost Sharing
Agreement (September 2021): The Town entered into a cost agreement with the
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County of Santa Clara for the rights to utilize updated County-wide imagery and LiDAR
data. The Geographic Information System (GIS) and aerial map dataset are recent, and
the shared costs are nominal compared to costs for similar updated data if the Town
was to obtain as an independent agency. Efficiency Outcome: Staff is using most
updated and current aerial maps and GIS information to update the Town's GIS
application and identify and track Town infrastructure assets visible via aerials and
LiDAR information.

Implementation Underway

Accela Upgrade: Implementation of online submittals for all Engineering applications
including electronic payments. Efficiency Outcome: Reduce the amount of staff time to
input information from applications into the database, improve payment process,
potentially improve cycle times, and faster conversion to digital filing.

Expected

Public Works Development Review (2022): An assessment of the existing Public Works
development review process is underway by the new Director. Once the assessment is
concluded, specific implementation steps will be taken. Expected Outcomes: Improved
tracking of application status, streamlining the review to improve cycle times, and
improved customer experience.

Community Development Department
Already Implemented
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Virtual Inspections (April 2020 — August 2022): Implementation of virtual inspections to
perform field inspections during the Covid 19 pandemic. Efficiency Outcome: Virtual
inspections allows the Building Department to safely continue providing inspection
services to the many active construction projects in the Town.

Digital Plan Submittal and Review (May 2020): Implementation of online application and
plan submittals for Building and Planning permits, and digital review replaced in-person
submittals during the Covid 19 pandemic. Efficiency Outcome: Online submittals and
review allowed the Building and Planning Divisions to continue providing permit
processing and resulted in conversion to a permanent paperless filing system.

Review Time Tracking Report (ongoing): Development of new reports for use in tracking
the timeliness of submittals and reviews through the permitting process. This involves a
reconfiguration of the permitting workflow and task assignments. Efficiency Outcome:
Tracking review times of both staff and applicants is anticipated to provide a better
understanding of inefficiencies within the review timeline to identify areas for efficiency
improvements.

Cross Train Plan Review (ongoing): Digital plan review training for permit and inspection
staff. Efficiency Outcome: Distributing specific plan review responsibilities to multiple
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Building Department Staff is anticipated to reduce review times on projects that do not
require a Design Professional review.

Accela Cloud Hosted Migration (December 2021): Accela, the Town’s permitting, code
compliance, and land management solution, was migrated to Accela’s cloud hosted
platform. Efficiency Outcome: Migrating Accela to their cloud hosted solution has
eliminated the ongoing support and maintenance of four servers in the Town’s
datacenter. The Accela system is accessible without the need to be connected to the
Town’s internal network which allows for more efficient work by Staff out in the field.
Enhanced Accela Citizen Access (ACA) Portal (January 2021): The ACA portal was
migrated to an enhanced version through Accela’s cloud hosted platform. This included
the development of an online permit decision tool. Efficiency Outcome: The Enhanced
ACA portal provides a much more intuitive user interface where the public can easily
apply for permits by eliminating the guessing game of what they need to apply for. The
newly developed permit decision tool helps to facilitate the application process and
minimizes erroneous information that Staff must often correct on the back end.
Economic Recovery Process Reductions (2020-2021, ongoing. In coordination with
Economic Vitality):

o March 2020 — Town Council adopted an Economic Recovery Resolution in
response to the COVID-19 Pandemic. As time has passed, staff has brought
forward modifications, updates, and extensions to continue to streamline
commercial land use processes, foster economic recovery, and provide improved
customer service through process time and fee reductions and increased
flexibility.

o These modifications, updates, and extensions were adopted by the Town
Council: January 2021, February 2021, April 2021, and November 2021.

o Streamlining captured by the Economic Recovery Resolution include:

= Businesses within the C-2 zone are authorized to use existing on-street
public parking for use of outdoor dining with an executed agreement;

= Suspending parking requirements in private commercial lots to allow for
some parking spaces to be utilized for outdoor dining;

= Businesses may relocate, expand, or open additional locations without
obtaining a new CUP and memorializing the expansion with an executed
Economic Recovery Agreement;

= Personal service may locate within the C-2 and Office (O) zones with an
executed Economic Recovery Agreement;

= Up to five new bars, markets, and other miscellaneous businesses may
locate with the C-2 zone utilizing an executed Economic Recovery
Agreement;

= The cost of a new CUP is reduced by 50%, with the Town paying the
balance of the fees;

= Alcohol consumption is permitted in Town parks, parklets, pop-up patios,
and temporary dining areas in alignment with the Town Code; and

= The expiration date for all building permits and planning entitlements
shall be extended by two years.
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o Efficiency Outcome: Reduced permitting time and staff time required for
projects that would otherwise require a new CUP and associated multi-
department review and public hearing. In addition, the extension of existing
building permits and planning entitlements prevented the need for project
extension requests or new applications that would have been required after
permit expiration.

Implementation Underway

Expedited Permit Process: Staff is looking into options for expedited Building Permit
application processing for certain types of Building Permits. Efficiency Outcome:
Expedited Building Permit processing is anticipated to provide plan check services in less
time than standard review timelines. Important components of this type of review will
be: the capacity of other departments and outside agencies to perform expedited
reviews; and addressing potential inequities related to increased costs for expedited
review.

Digitizing Planning Project Files: As a follow-up to the transition to digital plan submittals
and review, the Planning Division is taking all current paper files and preparing them for
scanning to laserfiche. Efficiency Outcome: Digital access to project files is anticipated
to reduce staff time needed and increase promptness for responses to inquiries, PRAs,
and review of Use and Occupancy applications.

Multiple Departments:
Already Implemented

Hybrid Conference and Meeting Equipment (January 2022): Installation of OWL hybrid
meeting hardware in library conference room, PPW conference room, and Council
Chambers created ability for all Town Departments to conduct hybrid meetings and
interviews. Efficiency Outcome: Increases the efficiency of scheduling meetings and
increases flexibility for attendees.

Implementation Underway
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Tyler Enterprise Resource Planning (ERP) System Migration: The Town’s current
CentralSquare ERP system will be migrated to a more modern ERP platform from Tyler
Technologies. The project started August of 2022 with an anticipated go live date
sometime in September of 2024. Efficiency Outcomes: Numerous areas of process
improvements and efficiencies have been identified below.

o Consolidate information, link processes and functions, and eliminate separate
Departmental spreadsheets/Excel databases in favor of a single system that
integrates the Town’s financial and non-financial applications through a common
database;

o Streamline business processes to take advantage of best practices through
automation, integration, and enhanced workflows;
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Provide a user-friendly and intuitive user interface to promote system use and
productivity;

Eliminate the need for redundant data entry (budget, timesheet, etc.);
Eliminate the need for manual input when preparing the annual budget and
financial statements;

Improve and/or provide necessary reports and reporting capabilities, and access
to data through inquiry or drilldown capabilities; and

Provide interface capabilities with third-party systems;

Electronic timesheet submittal and approval via integrated workflow system;
Electronic invoice submittal and approval via integrated workflow system;
Electronic requisition submittal and approval via integrated workflow system;
Electronic Personnel Action Form submittal and approval via integrated
workflow system;

Electronic Business License Application and Approval with integrated online
payment system;

Streamlined Bank Reconciliation with automated software solutions;
Automated reports for management decision making;

Budget Dashboard for public participation.
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and Program Manager's oversight and expertise (guided by Town Management & the Finance Department)

TOWN OF

S [AT0S

CALIFORNIA

(2 September/October/November/December

The Town Council determines and refines initiatives and directives for the upcoming

budget year.

W1 F, i

January

Town Council identifies budget

-assumptions, directives, and initiatives

through its Strategic Priorities.

Each Town Department identifies and
analyzes its program revenue &
expenditure projections; budget
assumptions, directives, initiatives & goals;
Department & program work plans; and
asset, internal services & staffing requests
in coordination with the Finance
Department & Town Management.

February

First draft of staffing requests from
Departments due to Finance Department
and are reviewed and finalized.

Internal service requests reviewed with the
responsible program managers and first
draft of internal service budgets due to
Finance Department.

First draft Operating Budget reviewed,
analyzed & discussed with Town Manager.

Second draft budget revisions & work
plans due to Finance Department.
Briefing and revisions with Town
Manager and Departments.

First draft of asset, internal service
requests, and expenditure requests due
from Departments.

Approved staffing, assets, internal services
& program expenditures requests
incorporated into a first draft budget.

First draft Budget briefings with Town
Manager, Department Heads & analysts to
determine Department/program revisions.

Program narratives, financial &
supplemental schedules, financial
summaries, and charts prepared.

J/

ATTACHMENT 4




Operating Budget Development Process

pam-Based Approach: Program budgets & work plans are developed with each Department's Director, Analyst,
and Program Manager's oversight and expertise (guided by Town Management & the Finance Department)
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Finance Commission Council reviews the Town Council revisions are
comments are incorporated WM proposed budget at a public incorporated into the budget
into a staff report for the hearing. Notice of hearing
Town Council. published in local newspaper

at least 10 days prior to the

hearing date.

May/June

Public hearing held for final adoption of the Final document preparation of financial &
budget. supplemental schedules, charts & reference

materials.

July/August/September/Remainder of FY

\
Adopted budget documents finalized, posted to website, printed & distributed. ?-\(\'\6‘(\'

During the course of the FY, work plan changes & unanticipated needs may necessitate
adjustments to the adopted budget. Town Manager is authorized to transfer
appropriations between categories, Departments, projects & programs within a fund.
Council holds the authority for budget increases, decreases & transfers between funds that
may be approved at any Council meeting.
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TOWN OF LOS GATOS MEETING DATE: 08/16/2022
COUNCIL AGENDA REPORT ITEM NO: 8

DATE: August 8, 2022

TO: Mayor and Town Council

FROM: Laurel Prevetti, Town Manager

SUBJECT: Receive the Information Provided in the Police Services Information: January
—July 2022

RECOMMENDATION:

Receive the Information Provided in the Police Services Information: January — July 2022
BACKGROUND:

On August 3, 2021 the Police Department presented an update on overall delivery and
comparison analysis of Police services. This Police Services Report presents the following
information:

e Department staffing update and succession opportunities

e Calls for service and officer activity

e Mandates and training

e Mental health evaluations and resources

e Community outreach and volunteer programs

DISCUSSION:
DEPARTMENT STAFFING UPDATES

Law enforcement agencies nationwide are experiencing staffing challenges comparable to the
Los Gatos-Monte Sereno Police Department (LGMSPD). Current trends of retirements,
resignations, in conjunction with fewer applicants have resulted in highly competitive
recruitments. While knowledge transfer is an integral part of the training of all Department
staff, the loss of institutional and local experience is noticeable and additional mechanisms are
being implemented to bring new staff up to speed as quickly and thoroughly as possible.

PREPARED BY: Jamie Field
Chief of Police

Reviewed by: Town Manager, Assistant Town Manager, Town Attorney, and Interim Finance Director

110 E. Main Street Los Gatos, CA 95030 e (408) 354-6832
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SUBJECT: Receive the Information Provided in the Police Services Information: January -
July 2022
DATE: August 9, 2022

DISCUSSION (continued):

The Police Department budget allocates for 39 sworn positions. From December 2020 through
July 2022, ten sworn staff members have retired or departed for personal reasons. An
additional Officer will also be separating soon for personal reasons, bringing the overall number
to eleven. The Police Department has hired nine Police Officers in that timeframe; however,
recruitment and retention of qualified personnel remains challenging. Two of the nine new
officers are in the Field Training Program and not yet operating as independent Police Officers.

The Department has three current vacancies with one Police Officer Recruit in the Police
Academy as of August 2022. The 28 available sworn personnel are divided among four patrol
shifts, the investigations bureau, and administration. Of the remaining sworn personnel, the
table below identifies the current availability of sworn staff, while also considering medical
reasons or Family Medical Leave Act (FMLA), light or modified duty, and those currently being
trained:

Budgeted Current Off for Light / Training Total Active
Sworn Sworn medical Moaodified and
reason/FMLA Duty available
39 36 5 1 2 28

The Police Department is dedicated to recruiting, training, and retaining qualified officers that
are a positive representation of the vision and values of the Los Gatos-Monte Sereno Police
Department. The process of hiring and training a Police Officer is a lengthy process, further
extended for applicants that have not completed a Police Academy. Recruitment, background
investigations, and hiring of a recruit is estimated to take about three to four months. Once the
recruit is hired, they are then sent to a California Peace Officer Standards and Training (POST)
accredited Police Academy for about six months. Upon graduation, the recruit must complete a
POST-approved 16-week Field Training Program led by certified members of our Police
Department. Our current capacity accommodates up to three trainees at a time. The timeline
of recruitment to operational capacity as a new Police Officer is approximately one year and
approximately six months if they are a considered a lateral with prior experience. It should be
noted that the Fiscal Year 2022/23 adopted budget included one-time temporary staff hours to
further augment sworn and nonsworn capacity.

Dispatchers are critical components for law enforcement and are undergoing similar staffing
issues. The Police Department is budgeted for eight full time Dispatchers and is presently at
four with two in training.
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SUBJECT: Receive the Information Provided in the Police Services Information: January -
July 2022
DATE: August 9, 2022

DISCUSSION (continued):

The total training program is approximately 20 weeks in length to prepare an individual to work
independently, including a Dispatch Academy and one-on-one training in the Town’s
Dispatch/Communications Center. The configuration of our Communications Center can
accommodate two Dispatchers in training at any given time. Nine oral boards for Officers,
Dispatch, Records, Parking Control, and Community Service Officers have taken place between
January -July 2022. The background process has recently been contracted to an outside vendor
who is providing thorough and unbiased assessments in compliance with SB 2 (Certification
standards for sworn staff). An additional Records Specialist oral board is scheduled in the next
month.

The hiring and recruitment efforts have recently resulted in the following hires:
e Police Academy Recruit — started the Academy August 1, 2022
e Dispatcher -beginning training on August 15, 2022
e Parking Control Officer — beginning training on August 22, 2022
e Community Service Officer Interns — two beginning training on September 1, 2022

The Police Department currently has the following open positions:
e Records Specialist
e Police and Records Manager (expected to be reclassified to a different position)
e 2 Communications Dispatchers
e 3 Sworn Personnel

The Police Department has hired a total of seven per diem Dispatchers to supplement the full-
time Dispatch staff in order to allow for better coverage, training, and vacation opportunities
with more focused training of new Dispatch staff. Vacations or elective time off frequently
requires backfill as well as overtime coverage in addition to the impact of unexpected COVID-
related vacancies.

During Fiscal Year (FY) 2021/22, the Police Department used 1,959 hours of Supplemental Paid
Sick Leave (SPSL) time off due to COVID impacts. The table below depicts the number of
overtime hours collected in pay and compensation time that were necessary to fill shift
vacancies in comparison of the first six months of 2021 to that of 2022. The variance of 227
hours more overtime in the Communications division is likely due to per diem staff not being
available during the 2021 time period and therefore the full-time staff working increased
overtime hours. The variance of 804 more overtime hours in 2022 versus 2021 is likely due to
the significant COVID impact at the beginning of 2022 among sworn staff, training of new
Officers during that timeframe, and lean staffing availability.
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SUBJECT: Receive the Information Provided in the Police Services Information: January -
July 2022

DATE: August 9, 2022

DISCUSSION (continued):

Iltem 7.

Title 1/1/21 -6/30/21 1/1/22 -6/30/22 Variance in FY
2021/2022
Communications 1834 hours 1607 hours 227 hours
Sworn Staff 2719 hours 3523 hours 804 hours

SUCCESSION OPPORTUNITIES

Since January 2022, there have been several succession opportunities for sworn and non-sworn
staff. Through several promotional processes, the following assignments were filled by internal
staff members:

e Police Captain

e Two Sergeants

e Two Corporals

e Lead Records Specialist

e Senior Records Specialist

e Two Senior Communications Dispatchers

In May of 2022, Department leadership participated in a Team Building Workshop through an
opportunity made available by a POST grant and donation by the Police Foundation. The
outcome of the Team Building Workshop was the development of a two-year Strategic Plan
that outlines five goals and priorities that the Police Department will continuously assess and
remain focused on as part of the Departments direction through 2024. These goals are:

e Goal 1 - Organizational recruitment, development, and retention of a quality workforce
e Goal 2 - Prevent and reduce crime, increase quality of life, and focus on traffic safety

e Goal 3 —Active partnerships

e Goal 4 — Embrace and integrate technology throughout the agency

e Goal 5-Organizational wellness

CALLS FOR SERVICE AND OFFICER ACTIVITY

Despite the staffing challenges previously outlined, the LGMSPD continues to provide an
uncompromising high level of service to the community. The following table depicts a
comparison over the last two years between the months of January — July of the
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SUBJECT: Receive the Information Provided in the Police Services Information: January -
July 2022

DATE: August 9, 2022

DISCUSSION (continued):

Communications division call volume both inbound and outbound, immediacy to which they
are answered, and number of 911 calls.

The industry standard for a Public Safety Answering Point (PSAP) agency is a target for 911 calls
to be answered within less than ten seconds 95% of the time. Outbound calls can be a result of
transferring callers to other points of contact within Town Departments, contacting or following
up with community members, or conducting other inter-agency duties.

January- | Inbound 911 % of 911 calls Incoming Non- Nen-
July calls answered < 10 seconds | emergency calls emergency

Outbound calls

2021 5427 96.8% 20251 8399

2022 5885 95.3% 19067 9961

Officers’ response to priority calls for service continue to be comparable to prior years. These
metrics can be found in the Fiscal Year 2022/23 Adopted Operating Budget in the performance
measures section of the Police Department chapter. Priority 1 refers to an immediate
emergency with threat to life or a public safety hazard, Priority2l is an urgent emergency that
requires an immediate response, and a Priority 3 incident is a non-emergency. The LGMSPD
has set response time goals of 5:00 minutes for Priority 1 calls, 10:00 for Priority 2 calls, and
15:00 for Priority 3 calls. The Police Department has maintained average response times below
the priority goals between January and July for both 2021 and 2022.

Additional data regarding traffic stops and preliminary RIPA information will be provided in the
presentation to Town Council at the August 16, 2022 meeting.

MANDATES AND TRAINING

LGMSPD is committed to ensuring public safety service levels that are a result of dedicated
efforts from the Communications division, Patrol, and other divisions within the Police
Department. Recruitment, training, and succession planning continue to remain an ongoing
priority while monitoring the fiscal implications from overtime needs and wellness impacts on
staff members.

Several unfunded legislative mandates were incorporated into the Police Department’s
technology, service delivery, personnel assessment, and training. These included Police reform
efforts towards transparency including compliance with the Racial and Identity Profiling Act
(RIPA) and California Incident Based Reporting System (CIBRS/NIBRS). LGMSPD was one of the
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SUBJECT: Receive the Information Provided in the Police Services Information: January -
July 2022
DATE: August 9, 2022

DISCUSSION (continued):

first agencies in the county to become compliant with Department of Justice (DOJ) for CIBRS /
NIBRS in 2022.

Additionally, Assembly Bill 481 — Military Equipment Transparency required the Police
Department to engage with the community prior to seeking approval by Town Council of an
Ordinance in May 2022. The Ordinance codifies annual reports on qualifying Police Department
resources under AB 481 guidelines.

Additionally, there are several legislative impacts to the Police Department. Compliance with
Senate Bill 2 — Police Decertification which has resulted in a significant increase in staff and
resources needed at POST to ensure reporting and compliance with Police misconduct and
eligibility for current or future employment. The Police Department has contracted with an
experienced and respected personnel background vendor for future sworn background
investigations to assure the requirements of Senate Bill 2 are followed. The Police
Department’s Personnel and Training staff have been engaged in frequent training and updates
for awareness and responsiveness to the requirements outlined in Senate Bill 2, as several
tenets to the bill are retroactive to the conduct of Officers. Finally, Senate Bill 1000 — Radio
Encryption pending legislative action and is being closely monitored by many California law
enforcement agencies due to its significant operational and fiscal impact on radio
communications.

LGMSPD sworn staff are required by POST to complete 34 hours of training annually and
Dispatchers are required to complete 24 hours. The specific training requirements are available
for public view on the Police Department’s Website on the Transparency webpage:
https://www.losgatosca.gov/2713/Transparency-and-Data-page.

This year, as part of this required training, Officers have completed training in Emergency
Vehicle Operations (EVOC) in the Explorer patrol vehicles to re-emphasize safe driving
disciplines. As part of Advanced Officer Training (AOT) in 2022, sworn staff completed De-
escalation and Use of Force training through the first use of the new Virtual Reality (VR)
decision and tactics training technology. This same technology will be experienced by the
attendees of the upcoming Community Police Academy. This system assists Department
trainers in creating a realistic training environment for Officer’s decision-making, de-escalation,
and use of force. The system allows the VR inhabitants of the scenarios to have their mental
status, gender, race, and many other attributes adjusted for maximum reality.

Providing new and existing staff with the necessary training to develop confidence and
competency is a priority for the Police Department to navigate in its current lean staffing
model. This requires continuous assessment of mandatory or immediate Department training
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needs based on POST requirements and operational effectiveness. Additionally, the
promotional and collateral positions that have been filled during January —July 2022 are
followed with necessary trainings in order to support those individuals in their new roles.
These training opportunities frequently require backfill through the use of overtime.

MENTAL HEALTH EVALUATION REPORTS AND RESOURCES

LGMSPD maintains a partnership and collaborates with mental health resources made available
through Santa Clara County Behavioral Health Services. In addition, LGMSPD has implemented
several additional efforts to compliment a multi-disciplinary approach to providing support to
those that may benefit from the options available. Below is an outline of resources utilized
based on an assessment of the situational needs:

Therapy Canine Program

o Two therapy canines were funded through donations by the Police Foundation and
completed training in spring 2022. The canines are assigned to a handler in the
Communications division and to a handler assigned as a Corporal on patrol. Both
handler and canine attend ongoing training and are available to be a resource to both
staff and to the public. The canines have been to multiple community events and were
deployed on school campuses the day after the Uvalde incident to increase law
enforcement presence and offer support.

Ambulance Contract

o The Police Department maintains a contract with an Ambulance service to provide
transport at a pre-contracted rate in the event the transport would create unnecessary
financial strain on the patient in need of mental health resources. This resource has not
been utilized.

Mobile Crisis Response Team (MCRT)

o Teams of clinicians with the ability to respond at the request of law enforcement or may
conduct follow up with families and only request a law enforcement presence if
necessary.

o The efforts of MCRT are focused on connecting family/caregivers to community support,
conduct mental health evaluations and assessments, provide post-crisis follow up, and
provide crisis intervention and safety planning as needed. MCRT services ages 18 and
older, regardless of insurance status.

Mobile Response and Stabilization Services (MRSS)

o Provides stabilization and support services for children and young adults from ages 4-20.
Therapeutic teams provide consultation, assess for safety, and intervene through crisis
counseling. Post-crisis stabilization services are provided to ensure referral and
coordination to ongoing services.
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9-8-8
o 9-8-8 is a national initiative and a shift of mental health crisis calls away from law
enforcement. In Santa Clara County, when someone calls 9-8-8 for services, their needs
are evaluated by the Suicide Prevention Hotline to determine what resources may be
best suited to meet the caller’s needs. The available resources include MCRT, MRSS,
TRUST, or others that may be available in th e area. This is a new program launched in
July 2022 and is being evaluated for enhanced collaboration and quality improvements.

COMMUNITY OUTREACH AND COMMUNITY VOLUNTEERS

LGMSPD launched a Community Policing initiative in May 2022. The Community Policing
programs and opportunities include Coffee with a Cop, the Therapy Canine Program, a
Community Police Academy, Walk with a Cop, and staff support of Special Olympics activities.
These engagements are identified on the lower portion of a LGMSPD Community Policing logo
to promote these events throughout the year on the Department website, social media, or
other communications. The engagements are integral to building community — police
partnerships and a better-informed vision of public safety needs and responses.

LGMSPD hosted a Coffee with a Cop in May and August, has received almost ten Walk with a
Cop requests, supported at least four Special Olympic activities, and is excited to begin its first
10-week Community Police Academy at the end of August 2022.

Community outreach and resources also occurs in many other forms, including National Night
Out, social media communications, Operation Care, Vacation Checks, On Watch, and the many
Emergency Preparedness and Volunteer opportunities offered through the Police Department.
Emergency Preparedness and responsiveness throughout the Town of Los Gatos is
strengthened through the force multiplying efforts of the Disaster Aid Response Team (DART)
and the Community Emergency Response Team (CERT). Both teams work collaboratively
throughout the year on common drills, including a wildfire evacuation drill in April 2022.

Additionally, other Police Department volunteer opportunities include the Explorer Cadet
program, Volunteers in Policing (VIP), Victim Services Unit (VSU), and Neighborhood Watch.
The Police Department provided eight Neighborhood Watch meetings from January to July of
2022, with six of those being new Neighborhood Watch groups.

CONCLUSION:

The Police Services Report is intended to provide a transparent overview of available resources,
operational efforts, and continued priorities that may be considered valuable to the community
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and Town Council. The Los Gatos-Monte Sereno Police Department is committed to providing a
high level of service and modeling the values of Professionalism, Compassion, and Integrity.
The Police Department continues to conform to the data-driven law enforcement model and to
evaluate the information to ensure an equitable and quality service model to the communities
that we serve.

The Police Department is committed to building, bridging, and enhancing police-community
relationships through opportunities for engagement and in the multitude of services that the
Department offers in order to develop collaborative methods to maintain a safe community
that is free of the fear of crime.

FISCAL IMPACT:

The acceptance of this report has no fiscal implications.

ENVIRONMENTAL ASSESSMENT:

This is not a project defined under CEQA, and no further action is required.
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