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How Did We Get Here?

-1990’s: “Dot-com” Boom

-1999: SB400 Increases CA Pensions

-2000: “Dot-com” Bubble burst
-12/1/00: CM Police 2% to 3% @50
-7/1/08: CM Misc. 2% to 2.5% @55



What does 3% at 50 mean?

Years of Service X
Factor (3% at age 50) X

Final Compensation (12 or 36 months) =
Pension + 2% COLA

+ 80% Purchasing Power Guarantee

Example:
25 Years X 3% Factor X $100,000 =

$75,000 Pension + COLA, etc.







How is CalPERS doing?
PERS Actuary: 73.6% funded

Assumes 7.5% Rate of Return

FY2012 Actual was 0.14%
How about the last 10 years?

Source: CalPERS 2012 CAFR
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Moody’s Investor
Services recommends:

5.5%
Boeing using 3.8%

Sources:
http://californiapublicpolicycenter.org/the-impact-of-moodys-proposed-changes-in-analyzing-government-pension-data/

http://online.wsj.com/article/SB10001424127887324338604578324831195349470.htm|?KEYWORDS=pension+gap







How is Costa Mesa doing?

~$230 Million in
Unfunded Liabilities

Sources: CalPERS October 2012 Memos and Costa Mesa 2012 CAFR



Sources: CalPERS October 2012 Memos and Costa Mesa 2012 CAFR



CM Employee
PERS Contributions

Police: 5%
Fire: 5%
Misc: 4% + 3.52% for 2008 bump

Sources: Costa Mesa website — Memos of Understanding



Sources: CalPERS October 2012 Memos and Costa Mesa 2012 CAFR






Possible
Solutions??












Calculations
and
Sources



Costa Mesa Unfunded Liabilities - Updated March 2013

% Plan o City Cost EE Cost Per
Liability Unfunded
Employee Plan Funded Assets 2012-13 2013-14 Count Employee Source
Police - Active 145 Oct 2012
Police - Retired 146 CalPERS Memo
Subtotal 64.1% 131,247,164 204,751,113 73,503,949 7,132,798 962,294 291 252,591 asof 6/30/11
Miscellaneous - Active 286 Oct 2012
Miscellaneous - Retired 387 CalPERS Memo
Subtotal 67.8% 147,217,268 217,132,722 69,915,454 5,787,720 545,936 673 103,886 as of 6/30/11
Fire - Active 78 Oct 2012
Fire - Retired 115 CalPERS Memo
Subtotal 66.5% 103,982,067 156,290,468 52,308,401 4,395,863 514,801 193 271,028 as of 6/30/11
Retiree Health 2,470,935 36,429,075 33,958,140 2,153,804 CAFR p59,64-65
Police 1% Ret. Supplement 2,440,991 2,440,991 0 229,966 CAFR p59,63
TOTAL 387,358,425 617,044,369 229,685,944 19,700,151 2,023,031 1,157 198,519
Active: 509
Retired: 648
1,157
AVERAGE PER CITIZEN 110,000 S 2,088
AVERAGE PER HOUSEHOLD 2.65 $ 5,533
Costa Mesa General Fund 6/30/12
Balance 47,809,926 CAFRpl8
Unfunded Liabilities (229,685,944)
Balance Net of Liabilities (181,876,018)
Memo: Unassigned 8,464,909 CAFRp18
Memo: Unrestricted revenue 87,476,872 CAFR p15

2012-13 Budgeted Appropriations

101,069,710 Budget p71

Prepared by: Jeff Arthur 03/25/2013



CalPERS PERF Total Fund Performance
from CalPERS 2012 CAFR, page 104

Actual

Actual Beginning Ending | |Assumed Beginning Ending | | Average Beginning Ending
Year Returns Balance Balance| | Return Balance Balance Rate Balance Balance Years
1999
2000
2001
2002
2003 3.7% 10,000 10,370 7.5% 10,000 10,750 6.05% 10,000 10,605
2004 16.6% 10,370 12,091 7.5% 10,750 11,556 6.05% 10,605 11,247
2005 12.3% 12,091 13,579 7.5% 11,556 12,423 6.05% 11,247 11,927
2006 11.8% 13,579 15,181 7.5% 12,423 13,355 6.05% 11,927 12,649
2007 19.1% 15,181 18,081 7.5% 13,355 14,356 6.05% 12,649 13,414
2008 -5.1% 18,081 17,158 7.5% 14,356 15,433 6.05% 13,414 14,225
2009 -24.0% 17,158 13,040 7.5% 15,433 16,590 6.05% 14,225 15,086
2010 13.3% 13,040 14,775 7.5% 16,590 17,835 6.05% 15,086 15,999
2011 21.7% 14,775 17,981 7.5% 17,835 19,172 6.05% 15,999 16,967
2012 0.1% 17,981 17,999 7.5% 19,172 20,610 6.05% 16,967 17,993

Actual Return Balance 17,999
Actual Average Rate Balance 17,993
Difference 6

ASSUMED 7.5%
2003-2012 6.1%
Shortfall -19.3%

Check: 6.05% 10,000 17,993 10
7.50% 10,000 20,610 10
Prepared by: Jeff Arthur 1/14/2013



PERS:



