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Important ltems

* Current Funded Status of Retirement System
» Current and Projected Contribution Requirements
* |dentification of Key Risks and Potential Impacts

* Opportunities for Risk Mitigation and Improved System
Sustainability — Past and Future
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Funded Status

Funded Status
100% B June 30, 20201

B June 30, 20212
" Projected June 30, 20223
90% . .
June 30, 2020 valuations using
7.00% discount rate.
80% 2June 30, 2021 valuations using
6.80% discount rate.
3 _5_:
70% K _ i : : : 3June 30, 2022 projected
: L - I I funded status based on a
! ! | 67 : : preliminary investment return
I Lo : : : of -7.4% for FY 2021-22.
60% : I : I I |
| 1 ] 1 | :
| 1 | 1 1 1
I : ) : : '
| " ] | I !
I ] I
50%
State Schools Public Agency CHP State POFF Public Agency PERF
Miscellaneous Miscellaneous Safety

. CalPERS ’



2022 Annual Review of Funding Levels and Risks Report

Agenda Iltem 6a, Attachment 2

Page 4 of 15
Ri | % Funded
iIsk of Falling Below 50% Funde
Distribution of Non-Pooled Public Agency Plans
100 [
80 [
s
e O Safety Median: 28.9%
ks
3
c 40
3
=
I Number of Miscellaneous Plans
20 I Number of Safety Plans
0 o o o oe o op NS oe NS o g\o_ o oP oe oo o op oo NS o
2 N ] S “ N el N el 9 N 5 Q ] S 9 N ] N
ST R I S S T R b?;P PSS LSS o,"J:\Q
Probability of Falling Below 50% Funded Over Next 30 Years
A,
. CalPERS ‘



2022 Annual Review of Funding Levels and Risks Report Agenda Iltem 6a, Attachment 2
Page 5 of 15

Employer Contribution Rates

Employer Contribution Rates by Valuation Date
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2June 30, 2021 valuations for state plans and the schools pool set FY 2022-23 rates and set FY 2023-24 rates for public agencies.
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Projected Contribution Rat
Recent and Projected' Employer Contribution Rates (FY 2022-23 through FY 2027-28)
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Alternate Investment Scenarios

10 Year Projections - Funded Status and Public Agency Employer Rates
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Hypothetical Investment Return Scenarios - Funded Status and Public Agency Employer Rates
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Inflation

* 40-year high
* Impacts
« Cost of Living Adjustments
« Salary increases
 PEPRA pay cap
* Federal limits on compensation and benefits

* How long will high inflation persist?
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Inflation Recovery Scenarios

Projection Year Medium

5 and beyond
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Possible Impact of High Inflation — Miscellaneous

Miscellaneous Non-Pooled Public Agency Plans
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Possible Impact of High Inflation — Safety

Safety Non-Pooled Public Agency Plans
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Recent Risk-Mitigating Activities

» Adoption of Modified Amortization Policy

» Substantial additional discretionary payments made by
employers (ADPs)

» Use of separate 115 trust by many employers

» Adoption of new investment policy

* Improvements in actuarial assumption setting methods
* Improved stakeholder modeling tools
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History of Additional ADPs

Public Agency Additional Discretionary Payments by Fiscal Year
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Recommended Areas of Ongoing Focus

» Continual evaluation of investment risk targets including the
Funding Risk Mitigation Policy

» Continue to improve modeling tools and stakeholder education

» Stakeholder outreach for information on employers' ability to
make required contributions
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