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Policy 500.16 AG/AY

Regional Water Authority

CALPERS ACTUARIAL VALUATION - June 30, 2022
Miscellaneous Plan ofthe Regional Water Authority
CalPERS ID: 6065061198

Funded Status — Funding Policy Basis

The table below provides information on the current funded status of the plan under the funding policy. The
funded status for this purpose is based on the marketvalue of assets relative to the funding target produced by
the entry age actuarial costmethod and actuarial assumptions adopted bythe board. The actuarial cost method
allocates the total expected costofa member's projected benefit (Present Value of Benefits ) to individual years
of service (the Normal Cost). The value of the projected benefitthatis not allocated to future service is referred
to as the Accrued Liability and is the plan's funding target on the valuation date. The Unfunded Accrued
Liability (UAL) equals the funding target minus the assets. The UAL is an absolute measure of funded staius
and can be viewed as employer debt. The funded ratio equals the assets divided by the funding target. The
funded ratio is a relative measure of the funded status and allows for comparisons between plans of diffe rent

sizes.
June 30, 2021 June 30, 2022
1. PresentValue of Benefits $4.022,327 $4.280,499
2. Entry Age Accrued Liability 2,957,581 3,230,900
3. Market Value of Assets (MVA) 3,111,362 2,931,699
4. Unfunded Accrued Liability (UAL) [(2) — (3)] ($153,781) $299,201
5. Funded Ratio [(3) / (2)] 105.2% 90.7%

A funded ratio of 100% (UAL of $0)implies thatthe funding of the planis on target and that future contributions
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Policy 500.16 AG/AY

Regional Water Authority

CALPERS ACTUARIAL VALUATION - June 30, 2022
PEPRA Miscellaneous Plan ofthe Regional Water Authority PEPRA
CalPERS ID: 6065061198

Funded Status — Funding Policy Basis

The table below provides information on the current funded status of the plan under the funding policy. The
funded status for this purpose is based on the marketvalue of assets relative to the funding target produced by
the entry age actuarial costmethod and actuarial assumptions adopted bythe board. The actuarial cost method
allocates the total expected costofa member's projected benefit (Present Value of Benefits ) to individual years
of service (the Normal Cost). The value of the projected benefitthatis not allocated to future service is referred
to as the Accrued Liability and is the plan's funding target on the valuation date. The Unfunded Accrued
Liability (UAL) equals the funding target minus the assets. The UAL is an absolute measure of funded stafus
and can be viewed as employer debt. The funded ratio equals the assets divided by the funding target. The
funded ratio is a relative measure of the funded status and allows for comparisons between plans of different

sizes.
June 30, 2021 June 30, 2022
1. PresentValue of Benefits $367,579 $417.324
2. Entry Age Accrued Liability 26,067 67,581
3. Market Value of Assets (MVA) 29,038 57,861
4. Unfunded Accrued Liability (UAL) [(2) — (3)] (32.971) $9.720
5. Funded Ratio [(3) / (2)] 111.4% 85.6%

A funded ratio of 100% (UAL of $0)implies thatthe funding of the planis on target and that future contributions
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Policy 500.16

 Why do we have a policy on allocating liabilities to
withdrawing members?

* Why are different discount rates used for
calculating unfunded pension liabilities?

 What is the fair and appropriate approach to
allocating liabilities to withdrawing members.



Policy 500.16 AG/AY

Regional Water Authority

History of Investment Returns (2003 - 2022)
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* As reported by the Investment Office w ith a 3-month lag on private equity and real assels.



Policy 500.16 AG/AY

Regional Water Authority

CalPERS Achsanal Valuaton = June 30, 2022
Miscellanecus Plan ofthe Regonal ‘Waler Authonty
CalPERS ID: BOGR061158

Funded Status = Termination Basis

The funded status measured on a temiinaton basis is an estmale of fhe fnancial positon of e plan had the
contract with CalPERS been lerminated as of June 30, 3032, The accrued liability on a ierminafion basis
{lermination liabikty] is caloulated differendycompared o the plan’s ongoing funding liability. For thes ferminartion
liabilfty caloulation, both comipensation and serdce are frozen as of e saluaton dale and no frure pay
increases or serice aconsals are assumed. This measure of funded stabes is not appropriate for assessing he
need for fsture employercontnbubions in fhe cas eof an ongoing plan, fad is, for an employer thatl continues o
prowide CalPERS reirement benedits o acive employess. Unlike the actuanial cost meficd used for ongoing
plans, the E=rminationliabilityis the presentsaiue of the bensfts eamedrough the valuation date.

& mare consenative irestment policy and assed allocation srategy was adopied by the board for the
Terminaled Agency Pool. The Terminated Agency Pocl has limied funding sowrces since no futune & mployer
contributions will be made. Thensfore, expecied beneft payments are secured by risk:free assets and benelt
security for members is inoeased while limiing the funding nsk. However, this assel allocation has a lower
enpecied rake of retum than e PERF and consequently, alowerdiscountraie is assumed. The lowerdis count
rabe for the: Terminated Sgency Pool results in higher liabiliti es for eminated plans.

The eflectee erminaton discount rate will depend onaciual marketrates of retum for risk free securtes onhe
date of fermination. fs marketdiscount mies are varable, the table below shows a range for the hypothetical
ferminafon liabilfy based on the lowest and highest interest mies obsersed dunng an approsmale 19 -monh
penod from 12 months before $he wluation dale i sew=n monts after.

Discourt Rato: 1.75% Discount Rato: 4.50%
Price inflation: 2.50% Price Inflation:; 2.75%
Miarket Ururided Unfunoled
Vaiue of Terminaxtion Funded Tormination Termination PFumded —Termination
Assois (MYA) Liability " Ratio Lia bility Liabiligy!~+ Ratio Liability
£2 831 595 €5 604 Fa0 44 4% 3,673,001 £4 DGO DT FFFL £1,128 374

' The lerminalion kbies caculied above include & 5% contingency knad. The contingency load and ofher achsarial
assumplions can be found in Appendi A of e Soclon 2 repoit

* The discount rabe used for iermination valuations s a weighted average of T 10-year and e LL S Tressuny yisls
i P 1 B B it e o] s ) e Sl ] duraons as of i lesrmination dabe. The dsoount raes e
i b b aoe Based on 20-yoar Trossuny bords, round ed i fh rarsst quaris wurtzpulwrinhu & o
proey Tor most plans . The 20-y ear Treasury yield w as 3. 38% on June 30, 2022, i valsakion .

In orderio ierminate fe plan, first contact cur Pension Conract Sersces unitio inSake a Resoluion of inentto
Terminate. The completed Resolution will allow e plan achsany io provide @ predim i nary ierminabon valeation
with a mare up-io-dale sstimate of the plan liabiltes. Before beginning this pro cess, please consultwit the pan
achuary.



Policy 500.16 AG/AY

Regional Water Authority

20 Year Treasury Rate (1:20YTRNK)
4.47% for Mar 22 2024

Overview Interactive Chart
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Source: YCHARTS (https://ycharts.com/indicators/30_year_treasury_rate_h15)



Policy 500.16 AG/AY

Regional Water Authority

Discount Rate: 1.75% Discount Rate: 4.50%
Price Inflation: 2.50% Price Inflation: 2.75%
Market Unfunded Unfunded
Value of Termination Funded Termination Termination Funded Termination
Assets (MVA) Liability'? Ratio Liability Liability'2 Ratio Liahility
$2,931,699 $6,604,730 44 .4% $3,673,031 $4,060,073 72.2% $1,128,374

' The termination liabilities calculated above include a 5% contingency load. The contingency load and other actuarial
assumptions can be found in Appendix A of the Section 2 report.

* The discount rate used for termination valuations is a w eighted average of the 10-year and 30-year U.S. Treasury yields
w here 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 w as 3.38% on June 30, 2022, the valuation date.

PEPRA
Discount Rate: 1.75% Discount Rate: 4.50%
Price Inflation: 2.50% Price Inflation: 2.75%
Market Unfunded Unfunded
Value of Termination Funded Termination Termination Funded Termination
Assets (MVA) Liability!2 Ratio Liability Liability'~ Ratio Liability

$57.861 $149.518 38.7% $91,657 $73.,511 78.7% $15,650



DISCUSSION
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