CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM Attachment 4
Actuarial and Employer Services Branch

Public Agency Contract Servicas

(888) CalPERS (225-7377)

SUMMARY OF MAJOR PROVISIONS
2% @ 55 Formula (Section 21369)
L.ocal Safety Members

SERVICE RETIREMENT

To be eligible for service retirement, a member must be at least age 50 and have five years of
CalPERS credited service. If provided by the employer's contract, mandatory retirement age for
local safety members is age 60, . '

The monthly retirement allowance is determined by age at retirement, years of service credit and
final compensation. The basic benefit is 2% of final compensation for each year of credited
service upon retirement at age 55. If retirement is earlier than age 55, the percentage of final
compensation decreases for each quarter year of attained age to 1.426% at age 50. The
allowance is limited to 90% of final compensation. :

Final compensation is the average monthly pay rate during the last consecutive 36 months of
employment, or 12 months if provided by the employer's contract, unless the member designates a

- different period of 36 or 12 consecutive months when the average pay rate was higher. Certain

items of special compensation earned during your final compensation period will be included in
your final compensation, in accordance with Board regulations.

DISABILITY RETIREMENT

Members substantially incapacitated from performing the usual duties for the position for his/her
current employer would be eligible for disability retirement provided they have at least five years of
service credit. The monthly retirement allowance is 1.8% of final compensation for each year of -
service. The maximum percentage for members who have between 10.000 and 18.518 years of
service credit is one-third of their final compensation. If the member is eligible for service
retirement the member will receive the highest allowance payable, service or disability. If provided
by the employer's contract, the benefit would be a minimum of 30% of final compensation for the
first five years of service credit, plus 1% for each additional year of service to a maximum benefit
of 50% of final compensation.

INDUSTRIAL DISABILITY RETIREMENT

Members permanently incapacitated from performing their duties, as defined above under
Disability Retirement, and the disability is a result of a job-related injury or illness may receive an
Industrial Disability Retirement benefit equal to 50% of their final compensation. If provided in the
. employer’s contract and the member is totally disabled, the disability retirement aliowance would
equal 75% of final compensation in lieu of the disabitity retirement allowance otherwise provided.
If the member is efigible for service retirement, the service retirement allowance is payable. The
total allowance cannot exceed 90% of final compensation.

PRE-RETIREMENT DEATH BENEFITS

Basic Death Benefit: This benefit is a refund of the member's contributions plus interest and upto
six months' pay (one month's salary rate for each year of current service o a maximum of six
months).
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1957 Survivor Benefit: An eligible beneficiary may elect to receive either the Basic Death Benefit or
the 1957 Survivor Benefit. The 1957 Survivor Benefit provides a monthly allowance equal to one-
haif of the highest service retirement allowance the member would have received had he/she
retired on the date of death. The 1957 Survivor Benefit is payable to the surviving spouse or
registered domestic partner until death or to eligible unmarried children until age 18.

1959 Survivor Benefit: (If provided by the employer's contract and the member is not covered
under social security.) A surviving spouse or registered domestic partner and eligible children may
receive a monthly allowance as determine by the level of coverage: This benefit is payable in
addition to the Basic Death Benefit or 1957 Survivor Benefit. Children are eligible if under age 22
and unmarried. ‘

Pre-Retirement Option 2W Death Benefit: (If provided by the employer's contract) The spouse or
registered domestic partner of a deceased member, who was eligible to retire for service at the
time of death, may to elect to receive the Pre-Retirement Option 2W Death Benefit in lieu of the
fump sum Basic Death Benefit. The benefit is a monthly aliowance equal to the amount the
member would have received if he/she had retired for service on the date of death and elected
Option 2W, the highest monthly allowance a member can leave a spouse or registered domestic
partner.

Special Death Benefit: A surviving spouse, registered domestic partner, or efigible children or step
children may receive a monthly allowance equal to one-half of the final compensation. If the cause
of death is due fo external violence or physical force while on the job, and there are eligible
surviving children in addition to a spouse or registered domestic partner, the allowance may be
increased to a maximum of 75%.

COST-OF-LIVING ADJUSTMENTS

The cost of living aliowance increases are limited to a maximum of 2% compounded anndally
unless the employer's contract provides a 3, 4, or 5% increase.

DEATH AFTER RETIREMENT

The lump sum death benefit is $500 (or $600, $2,000, $3,000, $4,000 or $5,000 if provided by the
employer's contract) regardiess of the retirement plan chosen by the member at the time of
retirement.

TERMINATION OF EMPLOYMENT

Members who have separated from employment may elect to leave their contributions on deposit
or request a refund of confributions and interest. Those who leave their contributions on deposit
may apply at a later date for a monthly retirement allowance if the minimum service and age
requirements are met. Members who request a refund of their contributions terminate their
membership and are not eligible for any future benefits unless they return to CalPERS
membership.

EMPLOYEE CONTRIBUTIONS

Local safety members covered by the 2% @ 55 formula contribute 7% of reportable earnings.
Those covered under a modified formula (coordinated with Social Security) do not contribute on
the first $133.33 earned.

The employer also contributes toward the cost of the benefits. The amount contributed by the
employer for current service retirement benefits generally exceeds the cost to the employse. In
addition, the employer bears the entire cost of prior service benefits (the period of time before the
employer provided retirement coverage under CalPERS). All employer contribution rates are
subject to adjustment by the CalPERS Board of Administration.
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Actuarial Office

P.O. Box 1494 .
A ,// Sacramento, CA 95812-1494
3 TTY for Speech and Hearing Impaired - (916) 795-3240
CalPERS {888) CalPERS (or 888-225-7377)

February 2, 2011

Employer Number: 738

New Rate Plan Name: CITY OF CALISTOGA SAFETY SECOND TIER PLAN

FAX (916) 795-3005

Re: New Second Tier Plan for Pooled Plans (Section 20475: Different Level of Benefits Provided for New Employees)

Dear Requestor:

Enclosed is the June 30, 2009 Section 2 Risk Pool actuarial valuation report applicable to your new second tier plan,

In the tables below, we show your 2010-2011 and 2011-2012 employer contribution rates before and after opening a

second tier.

Of the five rate components, the first three are specific to the pool to which the plan belongs and the fast two are
specific to your agency. However, the Phase out of Normal Cost Difference will be 0% beginning with rates established
for 2011-2012, so it has no impact from that time on.

The Side Fund will continue to be paid off by the first tier plan since all the past service on which it is based belongs to
those current members who will continue in the first tier. The scheduled dollar amounts payable will continue as
before. However, because newly hired members will be covered by the second tier, the number of members and
payroll in the first tier will (after several years) gradually decline. The Amortization of Side Fund rate component is the
dollars needed to pay off the side fund divided by the payroll. So as long as the Side Fund remains, the first tier rate
will increase as its payroll decreases. The first tier side fund is scheduled to be paid off after 19 years from June

30, 2011.

Therefore, in determining the employer contributions savings, Amortization of Side Fund should be excluded. For your
agency, the ultimate annual employer savings equals the difference between the pool-spedific rates times the second
tier payroll. For 2010-2011 the percentage savings is (13.340%+2.252%+0.815%) - (10.957%+0.596%+0.000%) =
4.854%. The annual dollar savings is then 4.854% times the second tier fiscal year payroll.

As of June 30, 2008 Existing Plan New First Tier Plan New Second Tier Plan
3% @ 55, 3% @ 55, 2% @ 55,
1-yr FAC 1-yr FAC for 3-yr FAC for newly
continuing hired members
members
2010-2011 Employer Confribution Rate:
Risk Pool’s Net Employer Normal Cost 13.340% 13.340% 10.957%%
Risk Pool's Payment on Amortization Bases 2.252% 2,252% 0.596%
Surcharges for Class 1 Benefits 0.815% 0.815% 0.000%
Phase out of Normal Cost Difference 0.000% 0.000% 0.000%
Amortization of Side Fund 11.060% 11.060% 0.000%
Total Employer Contribution Rate 27.467% 27.467% 11.553%
2010-2011 Employee Contribution Rate 9.000% 9.000% 7.000%
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For 2011-2012 the percentage savings is (15.725%+4.583%+0.944%) - (13.130%+2.071%--0.000%) = 6.051%.
The annual dollar savings is then 6.051% times the second tier fiscal year payroll.

As of June 30, 2009 Existing Plan New First Tier Plan New Second Tier Plan
3% @ 55, 3% @ 55, 2% @ 55,
1-yr FAC 1-yr FAC for 3-yr FAC for newly
continuing hired members
members
2011-2012 Employer Contribution Rate:
Risk Pool’s Net Employer Normal Cost 15.725% 15.725% 13.130%
Risk Pool’s Payment on Amortization Bases 4.583% 4.583% 2.071%
Surcharges for Class 1 Benefits 0.944% 0.944% 0.000%
Phase out of Normal Cost Difference 0.000% 0.000% 0.000%
Amortization of Side Fund 10.938% 10.938% 0.000%
Total Employer Contribution Rate 32.190% 32.190% 15.201%
2011-2012 Employee Contribution Rate 9.000% 9.000% 7.000%

To initiate an amendment to the contract, please complete the attached election form and mail or FAX (916) 795-3005
the form with a letter to the Contracts Maintenance Unit, indicating your wish to contract for Section 20475 (Different
Level of Benefits) and identifying the group(s) to which the benefit reduction applies.

In sections 20463 (b) and (c), the California Public Employees’ Retirement Law requires the governing body of a public
agency within five days of receipt of the contract amendment cost analysis, to provide each employee organization with
a copy of the analysis. If this cost analysis was requested by an employee organization, the employee organization is
also required within five days of receipt of the analysis, to provide a copy of the analysis to the public agency.

If you have questions, please call (888) CalPERS (225-7377).

BARBARA J. WARE, FSA, MAAA
Enrolled Actuary
Senior Pension Actuary, CalPERS




