Treasury Analysis and Liquidity Status Report e

Prepared for: Finance and Administration Committee - Period Ending June 30, 2019

Public Employees' Retirement Fund (PERF)

The PERF provides retirement benefits to the State of California, schools and other California public agency employees. The PERF benefits are funded by member
contributions, employer contributions, and by investment earnings. Changes in investment strategies and asset allocation will impact data reported from period to period.

Liquidity Coverage Ratio Analysis Funding Sources and Graph Details
(L:iquidity _cash + assets convertible to cash + incoming cash sources Level I: Cash & cash equivalents (assets maturing < 30-days)

overage - : : Level II: Cash equivalents maturing > 30-days + borrowed liquidity held in cash
Ratios (LCR) outgoing cash uses + contingent cash uses Level lII: Sale 019 public assets s g o

Threshold: Indicates the Fund's ability to cover 100% of monthly obligations.

Normal Environment - 30-Day Liquidity Coverage Ratios

The 30-day LCR included investment and non-investment available cash flows.

- Level I: Level | LCRs exceeded the threshold in January through June. April's

11.98 Level I LCR increased due to State Employer contributions.
12.00 10.97
10.00 868 : Level I & II: Since Level | LCRs remained above the threshold, it was not
v 800 - necessary to utilize Level Il assets in January through June. Fluctuations in
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Stressed Environment - 30-Day Liquidity Coverage Ratios

Stressed environment LCR scenarios were calculated assuming starting assets were stressed by the percentages actually experienced over 5 days in the
1987 market crash and 30 days during September 2008. Starting assets were further reduced by a transactional liquidity % equal to the estimated % of the
assets that could have been liquidated during the 30-day period. Under the stressed scenarios, asset class sources were reduced to zero.
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The 10-day LCR utilized only the available cash balance ten days prior to the payment date. In a crisis environment, CalPERS would not have access to Level
Il assets. The calculation assumed a five business day market lockdown as experienced on September 11t, 2001.
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' event occurred.
4

g a0 —o—Level |

2.00 — Threshold

1.00

0.00
Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19

Month

Overall PERF Liquidity Health

Coverage Ratio Analysis:
- CalPERS was able to make payments for benefits, operating expenses and projected investments regardless of market conditions.
- PERF's liquidity remained above the threshold in the normal environment and was adequate in stressed and crisis environments.

PERF Cash Flow Forecasting

Actual vs. Estimated Non-Investment Cash Flows

January through June's cash flow forecasting accuracy was in the 90t
percentile. The increase in April's and June's contributions were due to State
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250 employer contributions.
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Actual vs. Estimated Non-Investment and Investment Cash Flows
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Legislators' Retirement Fund (LRF)

The LRF provides retirement benefits to California Legislators elected to office before November 7, 1990, and to constitutional, legislative, and statutory
officers elected or appointed prior to January 1, 2013. The Fund is closed to new participants. The number of LRF members has been declining in the last
decade as eligible incumbent Legislators leave office and are replaced by those ineligible to participate in the LRF. Actuarially determined contributions will
continue to be made by the State of California to supplement the existing assets until all benefit obligations have been fulfilled. The Fund maintains a cash
equivalent reserve equal to two months of member benefit payments and obligations.

Liquidity Coverage Ratio Analysis Funding Sources and Graph Details

Liquidity cash + assets convertible to cash + incoming cash sources Level I: Cash & cash equivalents + Reserves

Coverage = Level lll: Sale of public assets

Ratios (LCR) outgoing cash uses + contingent cash uses Threshold: Indicates the Fund's ability to cover 100% of monthly obligations.

Normal Environment - 30-Day Liquidity Coverage Ratios

The 30-day LCR included investment and non-investment available cash flows.
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Stressed Environment - 30-Day Liquidity Coverage Ratios

Stressed environment LCR scenarios were calculated assuming starting assets were stressed by the percentages actually experienced over 5 days in the 1987 market crash
and 30 days during September 2008. Starting assets were further reduced by a transactional liquidity % equal to the estimated % of the assets that could have been liquidated
during the 30-day period. Under the stressed scenarios, asset class sources were reduced to zero.

1987 MarketCrash "Black Monday™

00 5432 Level I Level | assets would have been adequate had a stressed event similar
50.00 to "Black Monday" occurred. This is a closed fund and relies on the planned
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The 10-day LCR utilized only the available cash balance ten days prior to the payment date. In a crisis environment, CalPERS would not have access to Level Il assets. The
calculation assumed a five business day market lockdown as experienced on September 11th, 2001.
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Level I: The LRF had sufficient cash to cover obligations ten days prior to the
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occurred.
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Overall LRF Liquidity Health

Coverage Ratio Analysis
- LRF was able to make payments for benefits and operating expenses regardless of market conditions.
- LRF's liquidity remained above the threshold regardless of market conditions.

LRF Cash Flow Forecasting

Actual vs. Estimated Non-Investment Cash Flows

1.40 Cash flow forecasting accuracy was in the 90t percentile for January,
1.20 February, March, and May. Fluctuations for April and June were due to the
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Actual vs. Estimated Non-Investment and Investment Cash Flows

Cash flow forecasting accuracy was in the 90t percentile for January,
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Millions

0.60
0.20
000  WEND  WENT  WONE  NEW.  WORE HAWD

Jan 19 Feb 19 Mar 19 Apr 19 May 19 Jun 19
Month

. Actual Sources . Estimated Sources

. Actual Uses Estimated Uses



Treasury Analysis and Liquidity Status Report em 5c -Atachment

Page 5 of 12
Prepared for: Finance and Administration Committee - Period Ending June 30, 2019
Judges' Retirement Fund | (JRF 1)

The JRF | provides retirement benefits to California Supreme and Appellate Court Justices and Superior Court Judges appointed or elected before November 9, 1994. The State

of California does not pre-fund the benefits for this fund. The benefits are funded on a pay-as-you-go basis. The Fund maintains a cash equivalent reserve equal to two months
of member benefit payments and obligations.

Liquidity Coverage Ratio Analysis Funding Sources and Graph Details

Liquidity _ cash +assets convertible to cash + incoming cash sources Level I: Cash & cash equivalents + Reserves
g:;{ﬁ;a(gLeCR) outgoing cash uses + contingent cash uses Threshold: Indicates the Fund's ability to cover 100% of monthly obligations.
i

Normal Environment - 30-Day Liquidity Coverage Ratios

The 30-day LCR included investment and non-investment available cash flows.

4.00
287 Level I: Level | LCRs remained above the threshold. The Fund maintained

500 60 269 2 adequate inflows to cover monthly liabilities. June's LCR decreased due to
« benefit payment adjustments.
© 2.00
- 155 ——1evell + Reserves . . .

——— Reserves: Since Level | LCRs remained above the threshold, it was not
1.00 necessary to utilize Reserves.
0.00
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Month

Stressed Environment - 30-Day Liquidity Coverage Ratios

Stressed environment LCR scenarios were calculated assuming starting assets were stressed by the percentages actually experienced over 5 days in the 1987 market crash
and 30 days during September 2008. Starting assets were further reduced by a transactional liquidity % equal to the estimated % of the assets that could have been liquidated

during the 30-day period. Since 100% of Reserves for JRS | were held in cash and cash equivalents, stress factors did not apply and the LCRs remained the same as the
normal environment.

1987 Market Crash "Black Monday"
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Coverage Ratio Analysis:
- JRF was able to make payments for benefits and operating expenses regardless of market conditions.
- JRF's liquidity remained above the threshold regardless of market conditions.

JRF | Cash Flow Forecasting

Actual vs. Estimated Non-Investment Cash Flows

35.00
30.00 Cash flow forecasting accuracy was in the 90t percentile for January through
£ 2500 May. June's LCR distribution variance was due to benefit payment
£ 2000 adjustments.
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Actual vs. Estimated Non-Investment and Investment Cash Flows
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30.00 Cash flow forecasting accuracy was in the 90t percentile.
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Judges' Retirement Fund Il (JRF II)

The JRF Il provides retirement benefits to California Supreme and Appellate Court Justices and Superior Court Judges first appointed or elected on or after November 9, 1994.
This system provides a unique combination of two basic types of retirement benefits: a defined benefit plan and a monetary credit plan. The benefit payment is comprised of
member contributions and a portion of employer contributions, plus interest. Monetary credits are incentives for judges to stay in their current position and are lump-sum

payments.

Liquidity Coverage Ratio Analysis

Liquidity
Coverage

cash + assets convertible to cash + incoming cash sources

Ratios (LCR)

outgoing cash uses + contingent cash uses

Funding Sources and Graph Details

Level I: Cash & cash equivalents + Reserves
Level lll: Sale of public assets
Threshold: Indicates the Fund's ability to cover 100% of monthly obligations.

Normal Environment - 30-Day Liquidity Coverage Ratios
The 30-day LCR included investment and non-investment available cash flows.
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Stressed Environment - 30-Day Liquidity Coverage Ratios
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—=—Levelll

Level I &1l
Threshold

Level I: Level | LCRs remained above the threshold in January through June.

Level I & llI: Since Level | LCRs remained above the threshold, it was not
necessary to utilize Level Ill assets. Fluctuations in Level Il assets were
typically due to monetary credit payments which can double the outflows for
the month.

Stressed environment LCR scenarios were calculated assuming starting assets were stressed by the percentages actually experienced over 5 days in the 1987 market crash
and 30 days during September 2008. Starting assets were further reduced by a transactional liquidity % equal to the estimated % of the assets that could have been liquidated
during the 30-day period. Under the stressed scenarios, asset class sources were reduced to zero.

1987 Market Crash "Black Monday™
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20.00 19;61 : g to "Black Monday" occurred.
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The 10-day LCR utilized only the available cash balance ten days prior to the payment date. In a crisis environment, CalPERS would not have access to Level Il assets. The
calculation assumed a five business day market lockdown as experienced on September 11th, 2001.

300 282
250 Level I: The JRF Il had sufficient cash to cover obligations ten days prior to
55 the payment date. This indicated Level | was adequate had a crisis event

- occurred. In a crisis environment, CalPERS would not have access to Level |

g 18 ——levell  assets since it is assumed there was a five business day market lockdown
1.00 Theshold  Similar to September 111, 2001.
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Overall JRF Il Liquidity Health

Coverage Ratio Analysis:
- JRF Il was able to make payments for benefits and operating expenses regardless of market conditions.
- JRF II's liquidity remained above the threshold regardless of market conditions.

JRF Il Cash Flow Forecasting

Actual vs. Estimated Non-Investment Cash Flows

Cash flow forecasting accuracy for contribution from January through May was
in the 90th percentile. June's contribution was variance was due to a delayed
inflow from the State. Accuracy for distributions was impacted by the timing of

10.00
8.00 monetary credit payments.
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Actual vs. Estimated Non-Investment and Investment Cash Flows
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g Cash flow forecasting accuracy for contribution from January through May was
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g oo inflow from the State. Accuracy for distributions was impacted by the timing of

ao I | | monetary credit payments and transfer from investments.
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Health Care Fund (HCF)

The HCF accounts for the activities of the CalPERS self-insured health care programs. Health premiums are collected from employers and members and used to directly pay for
medical services and pharmaceutical usage.

Liquidity Coverage Ratio Analysis Funding Sources and Graph Details

Liquidity cash + assets convertible to cash + incoming cash sources Level I: Cash & cash equivalents + Reserves

Coverage = Level lll: Sale of public assets

Ratios (LCR) outgoing cash uses + contingent cash uses Threshold: Indicates the Fund's ability to cover 100% of monthly obligations.

Normal Environment - 30-Day Liquidity Coverage Ratios

The 30-day LCR included investment and non-investment available cash flows.

4.50 4..14 3.71

4.00 . .

40 . Level I: Level | LCRs remained above the threshold in January through June.

S The Fund maintained adequate inflows to cover monthly liabilities. January
o D5 and February's LCRs increased due to increased reimbursements and interest
o —— Level | i
Q 26 earnings.

1165 Level | &1l

1'00 ' ' Threshold L evel | & llI: Since Level | LCRs remained above the threshold, it was not

050 necessary to utilize Level Ill assets.

0.00
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Month

Stressed Environment - 30-Day Liquidity Coverage Ratios

Stressed environment LCR scenarios were calculated assuming starting assets were stressed by the percentages actually experienced over 5 days in the 1987 market crash
and 30 days during September 2008. Starting assets were further reduced by a transactional liquidity % equal to the estimated % of the assets that could have been liquidated
during the 30-day period. Under the stressed scenarios, asset class sources were reduced to zero.

1987 Market Crash "Black Monday"

4.16 .
;‘-zg : 373 Level I: Level | assets would have been adequate had a stressed event similar
350 . to "Black Monday" occurred. January and February's LCRs increased due to
& 285 increased reimbursements and interest earnings.
x 2.50
——Level | .
2 200 o~ - Level | & lll: Level | and IIl assets were adequate had a stressed event similar
= = evel .
1.50 1.84 177 Threshold to "Black Monday" occurred. Since 100% of Level Ill assets for HCF were held
eshol . . . .
;-gg in cash and cash equivalents and fixed income, stress factors had a minimal
B0 impact to LCRs.
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Month
2008 Liquidity Crisis
4.50 4.16
. 3.72
4.00 .
g . Level I: Level | assets would have been adequate had a stressed event similar
300 285 to the 2008 Liquidity Crisis occurred. January and February's LCRs increased
& 250 . Z beyel due to increased reimbursements and interest earnings.
= 2.00 12
) Level | &Il
1-32 1.84 177 trosrorg €Vel &Il Level I'and Level Il assets were adequate had a stressed event
oD similar to the 2008 Liquidity Crisis occurred. Since 100% of Level Il assets for
000 HCF were held in cash and cash equivalents and fixed income, stress factors
Jan19 Feb19 Mar19 Apr19 May19 Jun19 had a minimal impact to LCRs.

Month
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Coverage Ratio Analysis:

- HCF was able to make payments for benefits and operating expenses regardless of market conditions.
- HCF's liquidity remained above the threshold regardless of market conditions.

HCF Cash Flow Forecasting

Actual vs. Estimated Non-Investment Cash Flows

600.00
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E 400.00
= 300.00
= 200.00
100.00
0.00
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Month
. Actual Contributions . Estimated Contributions
. Actual Distributions Estimated Distributions

Cash flow forecasting accuracy for contribution from January through June was
in the 85th percentile. January, April, and June's contribution variance was due
to increased reimbursements and interest earnings. March through June's
distribution variance was due to pharmacy and medical reimbursements and
increased administrative fees.

Actual vs. Estimated Non-Investment and Investment Cash Flows
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2 300.00
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Cash flow forecasting accuracy for contribution from January through June was
in the 85th percentile. January, April, and June's contribution variance was due
to increased reimbursements and interest earnings. March through June's
distribution variance was due to pharmacy and medical reimbursements and
increased administrative fees.
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Long Term Care Fund (LTCF)

The LTCF provides financial protection to active participants from the high cost of covered services caused by chronic illness, injury or old age. Long-Term Care products
reimburse the cost for covered personal care (activities of daily living) services. LTCF participation is voluntary and benefits are funded by member premiums and the LTCF

investment income. The Fund maintains a reserve to mitigate potential funding risk during a stressed environment. The Fund maintains a cash equivalent reserve equal to one
month's coverage of expected program obligations.

Liquidity Coverage Ratio Analysis Funding Sources and Graph Details
Liquidity cash + assets convertible to cash + incoming cash sources Level I: Cash & cash equivalents + Reserves
Coverage = . - Level lll: Sale of public assets

Ratios (LCR) outgoing cash uses + contingent cash uses

Threshold: Indicates the Fund's ability to cover 100% of monthly obligations.

Normal Environment - 30-Day Liquidity Coverag

The 30-day LCR included investment and non-investment available cash flows.

30.00 26.91 27.54
24.53 b 2371 2548
2500 2223 . . ’ Level I: Level | LCRs remained above the threshold.
20.00 . . .
x Level | & lll: Since Level | LCRs remained above the threshold, it was not
G 15.00 =esel necessary to utilize Level Il assets. The decrease in Level lll assets was due
— “—Levell&1Il to gn increase in medical claims.
. Threshold
5.00
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0.00
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Stressed Environment - 30-Day Liquidity Coverage Ratios

Stressed environment LCR scenarios were calculated assuming starting assets were stressed by the percentages actually experienced over 5 days in the 1987 market crash
and 30 days during September 2008. Starting assets were further reduced by a transactional liquidity % equal to the estimated % of the assets that could have been liquidated
during the 30-day period. Under the stressed scenarios, asset class sources were reduced to zero.

1987 Market Crash "Black Monday"

2000 EoE a0 EE Level I: Level | LCRs remained above the threshold.
24.16 . . 23.36 g
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G 15.00 —o—Level |
— ~—Level 1&1ll
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& 1500 Lovel Level | & lll: Level | and Level Ill assets were adequate had a stressed event
] similar to the 2008 Liquidity Crisis occurred.
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10.00
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0.00

Jan19 Feb19 Mar19 Apr19 May19 Jun19
Month



Item 5¢ - Attachment 1
Page 12 of 12

Overall LTCF Liquidity Health

Coverage Ratio Analysis:
- LTCF was able to make payments for benefits and operating expenses regardless of market conditions.

- LTCF's liquidity remained above the threshold regardless of market conditions.

LTCF Cash Flow Forecasting

Actual vs. Estimated Non-Investment Cash Flows

40.00
4000 Cash flow forecasting accuracy was in the 90t percentile.
2 2000
=
10.00
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Actual vs. Estimated Non-Investment and Investment Cash Flows
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P Cash flow forecasting accuracy was in the 90t percentile.
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