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e Pension Fundamentals
e The Path Forward
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Pension Fundamentals

Funded Status

Basic measure to view the current financial health of a pension plan
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Pension Fundamentals

Funded Status Target is 100 percent
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Less than 60% 61-89% 90-100%
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Pension Fundamentals

The Baseline

S
M Investment returns
oo gl
Y2 Member demographics —
June 30, 2018 — -
valuation Benefit provisions M2
O
Actual experience
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he Path Forward

Pension Outlook - Baseline

Projections of Accrued Liabilities

Projections of Plan Assets

Projections of Unfunded Liabllities (1-2)
Projections of Funded Ratio’s (2/1)
Projections of Employer Rates/Contributions
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The Path Forwarad
Pension Outlook — Alternate Scenarios

1. Investment Return Volatility — Random, User Specified
2. Potential Discount Rate Changes

3. Managing Employer Contributions with
Additional Discretionary Payments (ADP’s)

4. Budgetary Impacts
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The Path Forwarad

Pension Outlook — Budgeting

Projecting Costs

Annual Changes in Funding Requirement

Impact of ADP’s

Provision for Contingencies/Reserves (Section 115)
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The Path Forwarad

Pension Outlook — Reasonable Expectations

_

One Standard Deviation 11.4% 3.1% 2.0% 1.3%
Upper Bound 18.4% 10.1% 9.0% 8.3%
Lower Bound -4.4% 3.9% 5.0% 5.7%



: AND
SPEARER 2020 CSMFO ANNUAL CONFERENCE

PRESENTATION JANUARY 28-31, 2020

Actual vs. Expected Monthly PERF Returns since 6/30/11
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10 Year Projections (June 30, 2019 to June 30, 2028)
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The Finance Director View

City of Temecula

>

1641 - Miscellaneous Plan
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Modeling Assumptions

Summary

Funded Status

Funding

Cash Flow

Funded Status and Employer Rates

Budget

Valuation Date

—e— Base Funded Status —e— Base Employer Rate

-« - Modeled Funded Status

172

Employer Rate
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Economic Assumptions

Baseline Model

Discount Rate 7.000% 7.000%
Payroll Growth 2.750% 2.750%
Inflation Rate 2.500% 2.500%

Other Assumptions

Baseline Model

PEPRA Yes Yes
Transition Years 15 15
AD No No

Funded Status

Current at 06/30,/2018 66.90%
Projected at 06/30/2079 68.28%
Lowest Funded Status 66.90%

Employer Rates
Current FY (at 06/30/2019) 32.46%

Projected for next FY (at
06/30/2020)

34.44%

Over 30 Years
Average
Increase Over Baseline
Maximurm

Increase Over Baseline

S
Investment Scenario Chosen
Rate Period
7.000% 1
7.000% =]
7.000% 20

Cost Over 30 Years #SM)

Baseline $129.77
Scenario $129.77
Change

Increase/Decrease

Future Funded Sta
at 06/ 3(
at 06/3(
at 06/30/

Plan Cost Diagnostics
Relative to Current Rate
Average Rate -30.51%
Maximum Rate 14.52%

Relative to Baseline

Average Rate 0.00%
Maximum Rate 0.00%
Cost Over 30 Years 0.00%
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City of Temecula b2 1641 - Miscellaneous Plan ¢
Modeling Assumptions ~
Summary Funding Cash Flow Budget
Funded Status and Employer Rates Economic Assumptions Investment Scenario Chosen
59 % " 2
105% T Sk 40% Baseline Model Period
- i = e - .
= : Discount Rate 7.000% 7.000% 1
100% 35%
Payroll Growth 2.750% 2.750% =]
95% 30% Inflation Rate 2.500% 2.500% 20
;S 90% 25% % Other Assumptions Cost Over 30 Years (
] o<
&» = Baseline Model Baseline $129.77
o 85% 20% -8 .
R % PEPRA Yes Yes Scenario $153.84
= = s
= 80% 15% LIEJ Transition Years 15 15 Change
ADP No No Increase/Decrease
75% 10%
Funded Status Future Funded Stat
9 VYO >
10 s Current at 06/30/2018 66.90% at 06/30/2022
= Projected at 06/30/2019 68.09% at 06/30/2024
65% 0%
Lowest Funded Status 66.90% at 06/30/2029
DXV DO N DT DO DO DD TN DL OO NODY WO N D
$3S8S838883885888883838888383888888
DS DS S DB D D DB D D WD WD DB D D WD DD D DB D DB WD DB DB DB DD DD DD = _
Employer Rates Plan Cost Diagnostics
Valuation Date Current FY (at 06/30/2019) 32.46% Relative to Current Rate
Projected for next FY (at —— Average Rate -19.23%
i - -
Modeled Funded Status 172 p 06/30/2020) MR RS 20.05%
Over 30 Years Relative to Baseline
Average Rate 16.23%
4.83%

—e— Base Funded Status

—e— Base Employer Rate

Average
Increase Over Baseline

Maximum
Increase Over Baseline

Maximum Rate

Cost Over 30 Years 18.55%
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City of Temecula — Pension Outlook

Projected Funded Ratio
under various Investment Scenarios
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Projected Employer Rates
under various Investment Scenarios
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The Finance Director View

City of Temecula — Pension Budget

Projected Employer Cost (SM)
under various Investment Scenarios
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Projected Budget Impact (SM)
under various Investment Scenarios
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The Finance Director View

City of Temecula — Pension Budget with Discount Rate Change

Projected Employer Cost (SM) Projected Budget Impact ($M)
under various Discount Rate Scenarios under various Discount Rate Scenarios
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The Finance Director View

City of Temecula — Pension Budget with Additional Discretionary Payments

Projected Employer Cost (SM) Projected Budget Impact (SM)
utilizing ADP's utilizing ADP's
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Questions ?

ldea Sharing

Other Scenarios

* Possible Enhancements
 Pooled Version

* Public Version




