LAKE ARROWHEAD COMMUNITY SERVICES DISTRICT

MEMORANDUM

DATE:

APRIL 28, 2020

TO:

BOARD OF DIRECTORS
Lake Arrowhead Community Services District

FROM:

SUBJECT:

A.

CALPERS PENSION PLAN UPDATE

RECOMMENDATION

This is an information item only.
B.

REASON FOR RECOMMENDATION

This is an information item only.
C.

BACKGROUND INFORMATION

The District is a member of the California Public Employee Retirement System
(CaIPERS) which is the nation's largest public pension fund with investments of
$373 billion in both domestic and international markets and is one of the largest
private equity investors in the world.
The District's total pension liability is actuarially determined based upon
participant history and various assumptions including retirement age, life
expectancy, and inflation. These assumptions are periodically reviewed by
CalPERS and adjusted based upon experience.
Funding for the pension liability consists of investment income, employee and
employer contributions.
Employer contributions have two major cost
components, which are the Employer Normal Cost contributions and the
Unfunded Accrued Liability (UAL) contributions. Employer Normal Cost
contributions are based upon a percentage of payroll. The UAL is based on the
difference between the projected or anticipated return of investment and the actual
return on investments.

The District's total pension liability is $33.1 million, which is 71.9% funded,
resulting in an estimated $9.2 million Unfunded Accrued Liability (as presented
in the most recent CalPERS valuation dated June 30,2018).

District Plan Funded Status and UAL (June 30, 2018)
TIerl
TIer 2
PEPRA District Total
Accrued Total Liability
32, 230,832 152,082 748,354
33,131, 268
23,061,565 146,618 678,838
23,887,021
Market Value of Assets
Unfunded Accrued Liability (UAL)
9,169, 267
69,516
9,244, 247
5A64
71.6%
96.4%
90.7%
71.9%
Funded Ratio

Recent Market Volatility
Based on a conference call with CalPERS Chief Investment Officer, Ben Meng,
on April 8th , 2020, the fund is down approximately 4% for the fiscal year 201920. As a reminder, an annual return of less than 7% (CalPERS current discount
rate) will result in increased contribution requirements for the District. While it is
too soon to estimate what the direct impacts of this market downturn will have on
the CalPERS fund and the District, CalPERS issued the following statement:
What Is CalPERS Doing About the Impact on the CalPERS Fund?
CalPERS is a long-term investor. That means we prudently and patiently invest
through all market cycles. Our team is focused on working together through the
extreme volatility of the markets
We've also been planning for an economic downturn for some time. As a result,
we are better prepared now than during the financial crisis of 2008. The steps we
have taken to lessen the impact of a downturn include:
•
Lowering the discount rate, or what we assume our investments will earn
each fiscal year
•
Implementing a diversified and balanced portfolio, which is essential
during times of market volatility
•
Shortening the period in which employers pay down their liabilities. That
increases the cash into the system and saves public agencies millions of dollars in
the long run
•
Investing the additional $10 billion in contributions made to the CalPERS
fund by Governors Brown and Newsom
•
Maintaining a healthy liquidity position to take advantage of market
opportunities
More information about the actions we took over the past few years to shore up
the fund can be found in our A Solid Foundation for the Future and Priorities for
the Future factsheets.
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We're fully committed to protecting the fund and the retirement security of
California's public employees.
Source: https://www.calpers.ca.gov/page/coronavirus/faqs

District staff will continue to follow developments with the CalPERS fund very
closely and update the Board as new information becomes available. In the
meantime, the District will continue to manage cash and liquidity in a prudent
manner with a conservative mindset.

D.

FISCAL IMPACT
This is an information item only.

E.

ENVIRONMENTAL IMPACT
None.

F.

ATTACHMENTS
None.
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