California Public Employees’ Retirement System

Actuarial Valuation for the
PEPRA Miscellaneous Plan

of the City of Laguna Woods
as of June 30, 2023

(CalPERS ID: 6992576261)
(Rate Plan ID: 27266)

Required Contributions for Fiscal Year

July 1, 2025 — June 30, 2026

. CalPERS




Table of Contents

Section 1 — Plan Specific Information

Section 2 — Risk Pool Actuarial Valuation Information



Section1

California Public Employees’ Retirement System

Plan Specific Information
for the
PEPRA Miscellaneous Plan
of the
City of Laguna Woods

(CalPERSID: 6992576261)
(Rate Plan ID: 27266)



Table of Contents — Section 1

F o U= g = I @Y ) 1T o= 11 o ] o [OOSR UTRU SR
Highlights and Executive Summary

1o o [T (1o o PSPPSR
Purpose of Section 1........ccccccereieiienene
Summary of Key Valuation Results ................
Changes Since the Prior Year’s Valuation.....
Subsequent EVENtS........cccocevvieinnnesenenenenes
(= o T A== U o B @o ] ok d 1 o TU AT ] o I USROS
Determination of REQUITEA CONIIDULIONS ........ccvciiieiiiieci ettt ettt b e be s ese s s e s e seebe s ese st eseesensesesbesessesbeseesessennatens
Required Employer Contributions ................
Member Contribution Rates .........cccoceveeenennenesiecnine
Other Pooled Miscellaneous Risk Pool Rate Plans.....
Breakdown of Entry Age Accrued Liability....................
Allocation of Plan’s Share of Pool's Experience........
Development of the Plan’s Share of Pool’s Assefs .....
Funded Status — Funding Policy Basis...........c.ccceeeenee.
Fate ol T g T U = aq¥ ol[0) VY g @LoTa) 10101 iTo] o =TSRSS
Projected EMpPIOYEr CONMIIDULIONS..........ci et e bbbt e bt e et bt enn et nenas
Schedule of Amortization Bases
Amortization SChedule and AITEINALIVES ...ttt e b et b e e e ae s b e st eb e e b e s e e b e ase bt sb e e et e sse st sbe e et ebensenenbans
EMPlOyEr CONHBULION HISTOTY . .oviiiiiciieecee ettt ettt ettt se et e e e sese e s et e s s ese et et ebessens et e s esessenseseebaneesessesessensesensans
Funding History
RiSK ANAlYSIS ..o
Future Investment Return Scenarios....
DISCOUNT RALE SENSIIIVITY ...eveveeeirtetiisesteteise etttk b et b b st e e b st se b s e e e s b e st e b b e b e e e e b e e e e b b e st e e b b et ne e b e b e st et et et enin
MOTBIITY RBIE SENSITIVITY .....eiviveiiirietiiire ettt b st e R s e b s e e bR bR e n e R £ e e e R et ne e R b et ne b e b et rnn e e e nrenn
Maturity Measures
Maturity Measures History
Funded Status — TEMINALION BASIS......c.cciiiiiiieiieiieise ettt et e st e e e se st et e besaeseesesaesesseneetessesesseneetessesesesbeseesensnsensans
Funded Status — Low-Default-Risk Basis ...
Summary of Valuation Data.................
LiSt Of Class 1 BENETIL PrOVISIONS ....cciiciiiiieiiieiserieteete ettt st et be e s ae e s be e e se s s e s e eae et e e ebeseese et e e esesteseabeseenteteseeneneenenseneens

P L R Y F= Vo T S T=T = {1 @] o T 1SS

Rate Plan belonging to the Miscellaneous Risk Pool



CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

Actuarial Certification

It is our opinion thatthe valuation has been performed in accordance with generallyaccepted actuarial principles as well as the
applicable Standards of Practice promulgated bythe Actuarial Standards Board. While this report, consisting of Section 1 and
Section 2, is intended to be complete, our office is available to answer questions as needed. All of the undersigned are actuaries
who satisfy the Qualification Standards for Actuaries Issuing Statements of Actuarial Opinion in the United States of the
American Academy of Actuaries with regard to pensions.

Actuarial Methods and Assumptions

It is our opinion thatthe assumptions and methods, as recommended bythe Chief Actuary and adopted by the CalPERS Board
of Administration, are internallyconsistentand reasonable for this plan.

Randall Dziubek, ASA, MAAA
Deputy Chief Actuary, Valuation Services, CalPERS

Scott Terando, ASA, EA, MAAA, FCA, CFA
ChiefActuary, CalPERS

Actuarial Data and Rate Plan Results

To the bestof myknowledge and having relied upon the attestation above that the actuarial methods and assumptions are
reasonable as well as the information in Section 2 of this report, this report is complete and accurate and contains sufficient
information to disclose, fully and fairly, the funded condition of the PEPRA Miscellaneous Plan ofthe City of Laguna Woods and
satisfies the actuarial valuation requirements of Government Code section 7504. This valuation and related validation work was
performed by the CalPERS Actuarial Office. The valuation was based on the member and financial data as of June 30, 2023,
provided by the various CalPERS databases and the benefits under this plan with CalPERS as of the date this report was
produced. Section 1 of this report is based on the member and financial data for City of Laguna Woods, while Section 2 is based
on the corresponding information for all agencies participating in the Miscellaneous Risk Pool to which the plan belongs.

Kerry J. Worgan, MAAA, FSA, FCIA
Supenvising Actuary, CalPERS

Rate Plan belonging to the Miscellaneous Risk Pool Page 1
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

Introduction

This report presents the results ofthe June 30, 2023, actuarial valuation of the PEPRA Miscellaneous Plan ofthe City of Laguna
Woods of the California PublicEmployees’ Retirement System (CalPERS). This actuarial valuation sets the minimum required
contributions for fiscal year (FY) 2025-26.

Purpose of Section 1

This Section 1 report for the PEPRA Miscellaneous Plan ofthe City of Laguna Woods of CalPERS was prepared by the Actuarial
Office using data as of June 30, 2023. The purpose ofthe valuation s to:

e Setforth the assets and accrued liabilities ofthis rate plan as of June 30, 2023;

e Determine the minimum required employer contributions for this rate plan for FY July 1, 2025, through June 30, 2026;
Determine the required member contribution rate for FY July 1, 2025, through June 30, 2026, for employees subjectto
the California Public Employees'Pension Reform Actof 2013 (PEPRA); and

e Provide actuarial information as of June 30, 2023, to the CalPERS Board of Administration (board) and other interested
parties.

The pension funding information presented in this report should not be used in financial reports subject to Governmental
Accounting Standards Board (GASB) Statement No. 68 for a Cost Sharing Employer Defined Benefit Pension Plan. Aseparate
accounting valuation reportfor such purposesis available onthe CalPERS website (www.calpers.ca.gov).

The measurements shown in this actuarial valuation maynot be applicable for other purposes. The agency should contact a
CalPERS actuary before disseminating anyportion of this report for any reason thatis not explicitly described above.

Future actuarial measurements maydiffer significantlyfrom the current measurements presented in this reportdue to such
factors as the following: plan experience differing from that anticipated by the economic or demographic assumptions; changes
in economic or demographic assumptions; changesin actuarial policies; changes in plan provisions or applicable law ; and
differences between the required contributions determined bythe valuation and the actual contributions made bythe agency.

Assessment and Disclosure of Risk

This reportincludes the following risk disclosures consistentwith the guidance of Actuarial Standards of Practice No. 51 and
recommended bythe California Actuarial Advisory Panel (CAAP) inthe Model Disclosure Elements document:

e A“Scenario Test,” projecting future results underdifferentinvestmentincome returns.

e A “Sensitivity Analysis,” showing the impact on current valuation results using alternative discount rates of 5.8% and
7.8%.

e A “Sensitivity Analysis,” showing the impact on current valuation results assuming rates of mortality are 10 % lower or
10% higherthan our current post-retirementmortalityassumptions adopted in 2021.

e Planmaturity measuresindicating how sensitive a plan may be to the risks noted above.

Rate Plan belonging to the Miscellaneous Risk Pool Page 3



CalPERS Actuarial Valuation - June 30, 2023

PEPRA Miscellaneous Plan ofthe City of Laguna Woods

CalPERS ID: 6992576261

Summary of Key Valuation Results

Below s a brief summaryof key valuation results along with page references where more detailed information can be found.

Required Employer Contributions — page 8

Fiscal Year Fiscal Year
2024-25 2025-26
Employer Normal CostRate 8.15% 8.24%
Unfunded Accrued Liability (UAL) Contribution Amount $1,192 $763
Paid either as
Option 1) 12 Monthly Payments of $99.33 $63.58
Option 2) Annual Prepaymentin July $1,153 $738
Member Contribution Rates — page 9
Fscal Year FHscal Year
2024-25 2025-26
Member Contribution Rate 8.00% 8.00%
Projected Employer Contributions — page 14
Fscal Normal Cost Annual
Year (% of payroll) UAL Payment
2026-27 8.2% $830
2027-28 8.2% $890
2028-29 8.2% $950
2029-30 8.2% $1,000
2030-31 8.2% $1,000

Funded Status — Funding Policy Basis — page 12

June 30, 2022

June 30, 2023

Entry Age Accrued Liability (AL)
Market Value of Assets (MVA)

Unfunded Accrued Liability (UAL) [AL — MVA]
Funded Ratio [MVA =+ AL]

Summary of Valuation Data — Page 26

$345,783 $442 599
315,705 397,787
$30,078 $44,812

91.3% 89.9%

June 30, 2022

June 30, 2023

Active Member Count

Annual Covered Payroll

Transferred Member Count

Separated Member Count

Retired Members and Beneficiaries Count

4
$287,398
3
3
0

4
$307,032
2
3
1

Rate Plan belonging to the Miscellaneous Risk Pool



CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

Changes Since the Prior Year’s Valuation

Benefits

The standard actuarial practice at CalPERS is to recognize mandated legislative benefitchanges in the first annual valuation
following the effective date of the legislation. For pooled rate plans, voluntary benefit changes by plan amendmentare generally
included in the firstvaluation with a valuation date on or after the effective date of the amendment.

Please referto the Plan’s Major Benefit Options in this report and Appendix B of the Section 2 Reportfor a summaryofthe plan
provisions used in this valuation.

Actuarial Methods and Assumptions
There are no significantchanges to the actuarial methods or assumptions forthe June 30, 2023, actuarial valuation.
New Disclosure Items

In December 2021, the Actuarial Standards Board issued a revision of Actuarial Standard of Practice No. 4 (ASOP 4) requiring
actuaries to disclose a low-default-risk obligation measure (LDROM) of the benefits earned. This information is shownin a new
exhibit, Funded Status — Low-Default-Risk Basis.

Subsequent Events

This actuarial valuation report reflects fund investmentreturn through June 30, 2023, as well as statutory changes, regulatory
changes and board actions through January2024.

During the time period between the valuation date and the publication ofthis report, inflation has been higherthan the expected
inflation of 2.3% perannum. Since inflation influences cost-of-living increases for retirees and beneficiaries and active member
pay increases, higherinflation is likelyto put at leastsome upward pressure on contribution requirements a nd downward
pressure on the funded status in the June 30, 2024, valuation. The actual impactof higherinflation on future valuation results
will depend on,among other factors, how long higherinflation persists.

The 2023 annual benefitlimitunder Internal Revenue Code (IRC) section 415(b) and annual compensation limitsunder IRC
section401(a)(17) and Government Code section 7522.10 were used for this valuation and are assumed to increase 2.3% per
year based on the price inflation assumption. The actual 2024 limits, determined in October 2023, are not reflected.

On April 16, 2024, the board took action to modify the Funding Risk Mitigation Policy to remove the automatic change to the
discountrate when the investmentreturn exceeds various thresholds. Ratherthan an automatic change to the discountrate, a
board discussion would be placed on the calendar. The 95th percentile returninthe Future InvestmentReturn Scenarios exhibit
in this reporthas not been modified and still reflects the projected contribution requirements associated with areduction in the
discountrate.

To the bestof ourknowledge, there have been no other subsequentevents that could materiallyaffect current or future
certifications rendered in this report.

Rate Plan belonging to the Miscellaneous Risk Pool Page 5
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

Determination of Required Contributions

Contributions to fund the plan are determined byan actuarial valuation performed each year. The valuation employs complex
calculations based on a setof actuarial assumptions and methods. See Appendix A in Section 2 for information on the
assumptions and methods used in this valuation. The valuation incorporates all plan experience through the valuation date and
sets required contributions for the fiscal year that begins two years after the valuation date.

Contribution Components
Two components comprise required contributions:

e Normal Cost—expressed as a percentage of pensionable payroll
e Unfunded Accrued Liability (UAL) Contribution —expressed as adollaramount

Normal Costrepresents the value of benefits allocated to the upcoming year for active employees. If all plan experience exactly
matched the actuarial assumptions, normal costwould be sufficientto fully fund all benefits. The employer and employees each
pay a share ofthe normal costwith contributions payable as partof the regular payroll reporting process. The contribution rate
for Classic members is setby statute based on benefit formula whereas for PEPRA membersitis based on 50% of the total
normal cost.

When plan experience differs from the actuarial assumptions, unfunded accrued liability (UAL) emerges. The new UAL may be
positive or negative. If the total UAL is positive (i.e., accrued liabilityexceeds assets),the employeris required to make
contributions to pay off the UAL over time. This is called the Unfunded Accrued Liability Contribution component. There is an
option to prepay this amountduring July of each fiscal year, otherwise itis paid monthly.

In measuring the UAL each year, plan experience is splitby source. Common sources of UAL include investmentexperience
different than expected, non-investmentexperience differentthan expected, assumption changes and benefitchanges. Each
source of UAL (positive or negative) forms a base thatis amortized, or paid off, over a spe cified period oftime in accordance
with the CalPERS Actuarial Amortization Policy. The Unfunded Accrued Liability Contribution is the sum ofthe payments on all
bases. See the Schedule of Amortization Bases section ofthis reportfor an inventory of existing bases and AppendixA in
Section 2 for more information on the amortization policy.

Rate Plan belonging to the Miscellaneous Risk Pool Page 7
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

Required Employer Contributions

The required employer contributions in this reportdo not reflect any cost sharing arrangementbetween the agency and the

employees.
Fiscal Year
Required Employer Contributions 2025-26
Employer Normal Cost Rate 8.24%
Plus
Unfunded Accrued Liability (UAL) Contribution Amount? $763
Paid either as
1) Monthly Payment $63.58
Or
2) Annual Prepayment Option* $738

The total minimum required employer contribution is the sum of the Plan’s Employer Normal Cost Rate
(expressed as a percentage of payroll and paid as payroll is reported) and the Unfunded Accrued Liability (UAL)
Contribution Amount (billed monthly (1) or prepaid annually(2) in dollars).

* Only the UAL portion of the employer contribution can be prepaid (which must be received in full no later
than July 31).

For Member Contribution Rates see the following page.

Fiscal Year Fiscal Year

Development of Normal Cost as a Percentage of Payroll 2024-25 2025-26

Base Total Normal Costfor Formula 15.62% 15.71%
Surcharge for Class 1 Benefits?

a) 75% IDR 0.53% 0.53%

Plan’s Total Normal Cost 16.15% 16.24%

Offset Due to Employee Contributions? 8.00% 8.00%

Employer Normal Cost 8.15% 8.24%

! The required payment on amortization bases does not take into account any additional discretionary payment made after
April 30, 2024.

2 Section 2 of this report contains a list of Class 1 benefits and corresponding surcharges.

® This is the expected employee contributions, taking into account individual benefit formula and any offset fromthe use of a
modified formula, divided by projected annual payroll. For member contribution rates above the breakpoint for each benefi

formula, see Member Contribution Rates.

Rate Plan belonging to the Miscellaneous Risk Pool
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

Member Contribution Rates

The required member contributions in this reportdo not reflect any costsharing arrangementbetween the agencyand the
employees.

The California Public Employees’ Pension Reform Act of 2013 (PEPRA) established new benefitformulas, final compensation
period, and contribution requirements for “new” employees (generallythose firsthired into a CalPERS-covered position on or
after January 1, 2013). In accordance with GovernmentCode Section 7522.30(b), “new members ... shall have aninitial
contribution rate of at least50% of the normal costrate.” The normal costrate for the plan is dependenton the benefitlevels,
actuarial assumptions and demographics ofthe risk pool, particularly members’ entryage. Should the total normal cost rate of
the plan change by more than 1% from the base total normal costrate established for the plan,the new memberrate shall be
50% of the new normal costrate rounded to the nearestquarter percent.

The table below shows the determination ofthe PEPRA member contribution rates effective July 1, 2025, based on 50% of the
total normal costrate as of the June 30, 2023, valuation.

Basis for Current Rate Rates Effective July 1, 2025
Total Total
Rate Plan Normal Member Normal Change Member
Identifier Benefit Group Name Cost Rate Cost Change Needed Rate
27266 Miscellaneous PEPRALevel 16.03% 8.00% 16.24% 0.21% No 8.00%

Rate Plan belonging to the Miscellaneous Risk Pool Page 9



CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

Other Pooled Miscellaneous Risk Pool Rate Plans

All of the results presented in this Section 1 report, except those shown on this page, correspond to rate plan 27266. In many
cases, employers have additional rate plans within the same risk pool. For cost analysis and budgeting itis useful to consid er
contributions forthese rate plans as a whole rather than individually. The estimated contribution amounts and rates forall of the
employer’s rate plans in the Miscellaneous Risk Pool are shown below and assume thatthe total employer payroll within the
Miscellaneous Risk Pool will grow according to the overall payroll growth assumption of 2.80% per year for three years. Classic

memberswho are projected to terminate employmentare assumed to be replaced by PEPRA members.

Fiscal Year

Estimated Employer Contributions for all Pooled Miscellaneous Rate Plans

Fscal Year
2025-26

Projected Payroll for the Contribution Year

Estimated Employer Normal Cost

Required Paymenton Amortization Bases

Estimated Total Employer Contributions

Estimated Total Employer Contribution Rate (illustrative only)

$817,750
$89,146
$7,210
$96,356
11.78%

Rate Plan belonging to the Miscellaneous Risk Pool
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

Breakdown of Entry Age Accrued Liability

Active Members
Transferred Members
Separated Members

Members and Beneficiaries Receiving Payments
Total

Allocation of Plan’s Share of Pool’'s Experience

$297,74
33,42
96,10

15,332

$442,59

3
2
2

9

It is the policy of CalPERS to ensure equitywithin the risk pools by allocating the pool’s experience gains/losses and assum ption
changes in a manner that treats each employer equitablyand maintains benefitsecurityfor the members ofthe System while
minimizing substantial variations in employer contributions. The pool’s experience gains/losses and impact of

assumption/method changes is allocated to the plan as follows:

1. Plan’s Accrued Liability $442,599
2. Projected UAL Balance at 6/30/2023 35,405
3. Other UAL Adjustments (Golden Handshake, Prior Service Purchase, etc.) 0
4. Adjusted UAL Balance at 6/30/2023 for AssetShare 35,405
5. Pool’'s Accrued Liability* 23,349,910,053
6. Sum of Pool’s Individual Plan UAL Balances at6/30/20231 5,227,602,209
7. Pool's 2022-23 Investment (Gain)/Loss? 114,855,623
8. Pool's 2022-23 Non-Investment (Gain)/Loss? 360,116,330
9. Plan’s Share of Pool’s Investment (Gain)/Loss:[(1) - (4)] + [(5) - (6)] % (7) 2,581
10. Plan’s Share of Pool’s Non-Investment (Gain)/Loss: (1) + (5) x (8) 6,826
11. Plan’s New (Gain)/Loss as 0f6/30/2023:(9) + (10) 9,407
12. Increasein Pool’s Accrued Liability due to Change in Assumptions? 0
13. Plan’s Share of Pool’'s Changein Assumptions: (1) + (5) x (12) 0
14. Increasein Pool’s Accrued Liability due to Funding Risk Mitigation? 0
15. Plan’s Share of Pool’'s Change due to Funding Risk Mitigation: (1) + (5) x (14) 0
16. Offsetdue to Funding Risk Mitigation 0
17. Plan’s Investment(Gain)/Loss: (9)— (16) 2,581
! Does not include plans that transferred to the pool on the valuation date.
Development of the Plan’s Share of Pool’s Assets
18. Plan’s UAL: (2) + (3) + (11) + (13) + (15) $44,812
19. Plan’s Share of Pool’s Market Value of Assets (MVA): (1) - (18) $397,787

For a reconciliation ofthe pool’s Market Value of Assets (MVA), information on the fund’s assetallocation and a historyof

CalPERS investmentreturns, see Section 2, which can be found on the CalPERS website (www.calpers.ca.gov).

Rate Plan belonging to the Miscellaneous Risk Pool
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

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 costmethod allocates the total expected cost of a member’s
projected benefit (PresentValue of Benefits) to individual years of service (the Normal Cost). The value of the projected benefit
thatis not allocated to future service is referred to as the Accrued Liabilityandis the plan’s funding targeton the valuation date.
The Unfunded Accrued Liability (UAL) equals the funding targetminus the assets. The UAL is an absolute measure offunded
status 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 ofthe funded status and allows for comparisons between plans of different sizes.

June 30, 2022 June 30, 2023
1. PresentValue of Benefits $799,051 $933,796
2. Entry Age Accrued Liability 345,783 442,599
3. Market Value of Assets (MVA) 315,705 397,787
4. Unfunded Accrued Liability (UAL) [(2) — (3)] $30,078 $44,812
5. Funded Ratio [(3) + (2)] 91.3% 89.9%

A funded ratio of 100% (UAL of $0) implies thatthe funding of the planis on target and that future contributions equal to the
normal costof the active plan members will be sufficientto fully fund all retirementbenefits if future experience matches the
actuarial assumptions. A funded ratio of less than 100% (positive UAL) implies thatin addition to normal costs, payments toward
the UAL will be required. Plans with a funded ratio greaterthan 100% have a negative UAL (or surplus) butare required under
current law to continue contributing the normal costin mostcases, preserving the surplus for future contingencies.

Calculations for the funding target reflect the expected long-term investmentreturn of 6.8%. If it were known on the valuation
date that future investmentreturns will average something greater/less than the expected return, calculated normal costs and
accrued liabilities provided in this reportwould be less/greater than the results shown. Therefore, for example, if actual a verage
future returns are less than the expected return, calculated normal costs and UAL contributions will notbe sufficientto fully fund
all retirementbenefits. Underthis scenario, required future normal costcontributions will need to increase from those provided in
this report, and the plan will develop unfunded liabilities thatwill also add to required future contributions. For illustrative
purposes, funded statuses based on a 1% lower and higher average future investmentreturn (discountrate) are as follows:

1% Lower Current 1% Higher

Average Return Assumption Average Return

DiscountRate 5.8% 6.8% 7.8%
1. Entry Age Accrued Liability $532,113 $442,599 $372,311
2. Market Value of Assets (MVA) 397,787 397,787 397,787
3. Unfunded Accrued Liability (UAL) [(1) — (2)] $134,326 $44,812 ($25,476)
4. Funded Ratio [(2) + (1)] 74.8% 89.9% 106.8%

The Risk Analysis section ofthe report provides additional information regarding the sensitivity of valuation results to the
expected investmentreturn and other factors. Also provided in that section are measures of funded status thatare appropriate
for assessing the sufficiencyof plan assets to cover estimated termination liabilities.

Rate Plan belonging to the Miscellaneous Risk Pool Page 12



CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods

CalPERS ID: 6992576261

Additional Employer Contributions

The minimum required employer contribution towards the Unfunded Accrued Liability (UAL) for this rate plan for FY 2025-26 is
$763. CalPERS allows agencies to make additional discretionarypayments (ADPs) at any time. These optional payments serve
to reduce the UAL and future required contributions and can resultin significantlong -term savings. Agencies can also use ADPs
to stabilize annual contributions as a fixed dollaramount, percentof payroll or percent of revenue.

Provided below are select ADP options for consideration. Making such an ADP during FY 2025-26 does notrequire an ADP be
made in any future year, nordoes it change the remaining amortization period of any portion of unfunded liability. For

information on permanentchanges to amortization periods, see Amortization Schedule and Alternatives. Agencies considering
making an ADP should contact CalPERS for additional information.

Fiscal Year 2025-26 Employer Contributions — lllustrative Scenarios
Funding Approach Nofrfwt;?ggﬂ Ml(r?]:)rr?tl:irguLtJiﬁh ADP? Co-rlw-?rt iablu'fiﬁh Esngoantter(ijbzgga:wl
Minimum required only $30,331 $763 0 $763 $31,094
20 year funding horizon $30,331 $763 $202 $965 $31,296
15 year funding horizon $30,331 $763 $363 $1,126 $31,457
10 year funding horizon $30,331 $763 $702 $1,465 $31,796
5 year funding horizon $30,331 $763 $1,756 $2,519 $32,850

' The ADP amounts are assumed to be made in the middle of the fiscalyear. A payment made earlier or later in the fiscal year w ould have to be
less or more than the amount show n to have the same effect on the UAL amortization.

The calculations above are based on the projected UAL as of June 30, 2025, as determined in the June 30, 2023, actuarial
valuation. New unfunded liabilities can emerge in future years due to assumption or method changes, changesin plan
provisions, and actuarial experience differentthan assumed. Making an ADP illustrated above for the indicated number of years
will notresultin a planthat is exactly 100% funded in the indicated number of years. Valuation results will vary from one year to
the next and can diverge significantlyfrom projections over a period of several years.

Additional Discretionary Payment History

The following table provides arecent history of actual ADPs made to the plan.

Hscal
Year

ADP

2019-20
2020-21
2021-22

Hscal
ADP Year
$5,773 2022-23
$1,342 2023-242

$0

2 Excludes payments made after April 30, 2024

$0
$36,115

Rate Plan belonging to the Miscellaneous Risk Pool
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERS ID: 6992576261

Projected Employer Contributions

The table below shows the required and projected employer contributions (before costsharing) forthe next sixfiscal years. The
projection assumes thatall actuarial assumptions will be realized and that no further changes to assumptions, contributions,
benefits, or funding will occur during the projection period. In particular, the investmentreturn beginning with FY 2023-24 is
assumed to be 6.80% per year, net of investmentand administrative expenses. Future contribution requirements maydiffer
significantlyfrom those shown below. The actual long-term costof the plan will depend on the actual benefits and expenses paid
and the actual investmentexperience of the fund.

Required Projected Future Employer Contributions
Contribution (Assumes 6.80% Return for Fscal Year 2023-24 and Beyond)
Fiscal Year 2025-26 2026-27 2027-28 2028-29 2029-30 2030-31
Rate Plan 27266 Results
Normal Cost% 8.24% 8.2% 8.2% 8.2% 8.2% 8.2%
UAL Payment $763 $830 $890 $950 $1,000 $1,000

For ongoing plans,investmentgains and losses are amortized using a 5-year ramp up. For more information, please see
Amortization of Unfunded Actuarial Accrued Liability in Appendix A of the Section 2 Report. This method phasesin the impact of
the changein UAL over a 5-year periodin orderto reduce employer costvolatility from year to year. As a resultof this
methodology, dramatic changes in the required employer contributions in anyone year are less likely. However, required
contributions can change graduallyand significantlyover the next five years. In years when there is a large investmentloss, the
relatively small amortization payments during the ramp up period could resultin contributions thatare less than intereston the
UAL (i.e. negative amortization) while the contribution impactof the increase in the UAL is phasedin.

For projected contributions under alternate investmentreturn scenarios, please see the Future InvestmentReturn Scenarios

exhibit. Our online pension plan projection tool, Pension Outlook, is available in the Employers section ofthe CalPERS website.
Pension Outlook can help plan and budgetpension costs under various scenarios.
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Schedule of Amortization Bases

Below is the schedule ofthe plan’s amortization bases. Note that there is a two-year lag between the valuation date and the startof the contribution year.

e The assets, liabilities and funded status ofthe plan are measured as ofthe valuation date: June 30, 2023.

e The required employer contributions determined bythe valuation are for the fiscal year beginning two years after the valuation date: FY 2025-26.

This two-year lag is necessarydue to the amountoftime needed to extract and testthe membership and financial data, and the need to provide public agencies with
their required employer contribution well in advance of the start of the fiscal year.

The Unfunded Accrued Liability (UAL) is used to determine the employer contribution and therefore mustbe rolled forward two years from the valuation date to the first
day of the fiscal year for which the contribution is being determined. The UAL is rolled forward each year by subtracting the expected payment on the UAL for the fiscal
year and adjusting for interest. The expected payment on the UAL for FY 2023-24 is based on the actuarial valuation two years ago, adjusted for additional discretionary
payments made on or before April 30, 2024, if necessary, and the expected paymentfor FY 2024-25 is based on the actuarial valuation one year ago.

Minimum

Ram p Escala- Expected Expected Required

Date Level Ram p tion Amort. Balance Payment Balance Payment Balance Payment

Reason for Base Est. 2025-26  Shape Rate Period 6/30/23 2023-24 6/30/24 2024-25 6/30/25 2025-26

Non-Investment (Gain)/Loss 6/30/22 No Ramp 0.00% 1 5,190 5,364 0 0 0 0
Partial Fresh Start 6/30/22 40% _ Up Only 0.00% 1 30,215 31,226 0 0 0 0
Investment (Gain)/Loss 6/30/23 20%  Up Only 0.00% 20 2,581 0 2,757 0 2,944 63
Non-Investment (Gain)/Loss 6/30/23 No Ramp 0.00% 20 6,826 0 7,290 0 7,786 700
Total 44,812 36,590 10,047 0 10,730 763

The (gain)/loss bases are the plan’s allocated share ofthe risk pool’s (gain)/loss for the fiscal year as disclosed in Allocation of Plan’s Share of Pool’s Experience earlier
in this report. These (gain)/loss bases will be amortized in accordance with the CalPERS amortization policy in effect at the time the base was established.
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Amortization Schedule and Alternatives

The amortization schedule on the previous page (s) shows the minimum contributions required according to the CalPERS
amortization policy. Many agencies have expressed adesire fora more stable pattern of payments or have indicated interestin
paying off the unfunded accrued liabilities more quicklythan required. As such, we have provided alternative amortization
schedulesto help analyze the currentamortization schedule and illustrate the potential savings ofaccelerating unfunded liability
payments.

Shown on the following page are future year amortization payments based on 1) the current amortization schedule reflectingth e
individual bases and remaining periods shown on the previous page, and 2) alternative “fresh start” amortization schedules
using two sample periods thatwould both resultin interestsavings relative to the current amortization schedule. To initiate a
fresh start, please contacta CalPERS actuary.

The current amortization schedule typicallycontains both positive and negative bases. Positive basesresultfrom plan changes,
assumption changes, method changes or plan experience thatincrease unfunded liability. Negative bases resultfrom plan
changes, assumption changes, method changes, or plan experience that decrease unfunded liability. The combination of
positive and negative bases within an amortization schedule can resultin unusual or problematic circumstancesin future years,
suchas:

e When a negative payment would be required on a positive unfunded actuarial liability; or
¢ When the paymentwould completelyamortize the total unfunded liabilityin a very shorttime period, and results ina
large change in the employer contribution requirement.

In any year when one of the above scenarios occurs, the actuary will consider corrective action such as replacing the existing
unfunded liabilitybases with a single “fresh start’ base and amortizing itover an appropriate period.

The current amortization schedule on the following page mayappear to show that, based on the currentamortization bases, one
of the above scenarios will occuratsome pointin the future. It is impossible to know today whether such a scenario will in fact
arise since there will be additional bases added to the amortization schedule in each future year. Should such a scenario arise in
any future year, the actuary will take appropriate action based on guidelinesin the CalPERS Actuarial Amortization Policy.
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Amortization Schedule and Alternatives (continued)

Alternative Schedules
Current Amortization

Schedule 20 Year Amortization 15 Year Amortization
Date Balance Payment Balance Payment Balance Payment

6/30/2025 10,730 763 10,730 965 10,730 1,126
6/30/2026 10,671 827 10,462 965 10,296 1,126
6/30/2027 10,542 890 10,176 965 9,832 1,125
6/30/2028 10,339 953 9,871 965 9,338 1,126
6/30/2029 10,057 1,016 9,545 965 8,809 1,125
6/30/2030 9,691 1,016 9,197 965 8,245 1,125
6/30/2031 9,300 1,016 8,825 965 7,643 1,125
6/30/2032 8,882 1,016 8,428 965 7,000 1,126
6/30/2033 8,436 1,017 8,004 965 6,312 1,125
6/30/2034 7,959 1,017 7,551 965 5,579 1,126
6/30/2035 7,449 1,016 7,067 965 4,795 1,126
6/30/2036 6,905 1,016 6,550 965 3,957 1,125
6/30/2037 6,325 1,017 5,998 964 3,063 1,125
6/30/2038 5,704 1,017 5,410 965 2,109 1,126
6/30/2039 5,041 1,017 4,781 965 1,089 1,125
6/30/2040 4,333 1,017 4,109 965

6/30/2041 3,577 1,018 3,391 964

6/30/2042 2,768 1,017 2,625 964

6/30/2043 1,905 1,016 1,807 964

6/30/2044 985 1,018 934 965

6/30/2045

6/30/2046

6/30/2047

6/30/2048

6/30/2049

Total 19,700 19,296 16,882
Interest Paid 8,970 8,566 6,152
Estimated Savings 404 2,818
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Employer Contribution History

The table below provides a recent historyof the employer contribution requirements for the plan, as determined bythe annual
actuarial valuation. Changes due to prepayments or plan amendments after the valuation report was finalized are not reflected.

Valuation Contribution Employer Unfunded Liability
Date Year Normal Cost Rate Payment
06/30/2014 2016-17 6.649% $0
06/30/2015 2017-18 6.628% 9
06/30/2016 2018-19 6.946% 87
06/30/2017 2019-20 7.494% 1,404
06/30/2018 2020-21 7.526% 1,356
06/30/2019 2021-22 7.38% 332
06/30/2020 2022-23 7.37% 1,400
06/30/2021 2023-24 8.03% 0
06/30/2022 2024-25 8.15% 1,192
06/30/2023 2025- 26 8.24% 763

Funding History

The table below shows the recenthistory of the actuarial accrued liability, share ofthe pool’s marketvalue of assets, unfunded
accrued liability, funded ratio and annual covered payroll.

Accrued Share of Pool’s Unfunded Annual

Valuation Liability Market Value of Accrued Liability Funded Covered

Date (AL) Assets (MVA) (UAL) Ratio Payroll
06/30/2014 $19,774 $22,958 ($3,184) 116.1% $131,831
06/30/2015 43,176 43,690 (514) 101.2% 222,011
06/30/2016 44,926 41,462 3,464 92.3% 161,439
06/30/2017 70,415 67,343 3,072 95.6% 121,980
06/30/2018 106,286 98,328 7,958 92.5% 163,788
06/30/2019 143,203 137,541 5,662 96.0% 169,930
06/30/2020 199,704 193,205 6,499 96.7% 308,922
06/30/2021 273,852 300,827 (26,975) 109.9% 290,786
06/30/2022 345,783 315,705 30,078 91.3% 287,398
06/30/2023 442,599 397,787 44,812 89.9% 307,032
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERSID: 6992576261

Future Investment Return Scenarios

Analysis using the investmentreturn scenarios from the AssetLiabilityManagementprocess completed in 2021 was performed
to determine the effects of various future investmentreturns on required employer contributions. The projections below reflect
the impactof the CalPERS Funding Risk Mitigation Policy. The projections also assume thatall other actuarial assumptions will
be realized and that no further changes in assumptions, contributions, benefits, or funding will occur.

The first table shows projected contribution requirements ifthe fund were to earn either 3.0% or 10.8% annually. These alternate
investmentreturns were chosen because 90% oflong-term average returns are expected to fall between them over the 20-year
period ending June 30, 2043.

Assumed Annual Return Projected Employer Contributions
FY 2023-24
through FY 2042-43 2026-27 2027-28 2028-29 2029-30 2030-31
3.0% (5" percentile)
Discount Rate 6.80% 6.80% 6.80% 6.80% 6.80%
Normal CostRate 8.2% 8.2% 8.2% 8.2% 8.2%
UAL Contribution $1,200 $2,000 $3,200 $4,800 $6,700
10.8% (95" percentile)
Discount Rate 6.75% 6.70% 6.65% 6.60% 6.55%
Normal CostRate 8.4% 8.7% 8.9% 8.6% 8.8%
UAL Contribution $0 $0 $0 $0 $0

Required contributions outside ofthis range are also possible. In particular, whereas itis unlikely that investmentreturns will
average less than 3.0% or greaterthan 10.8% over a 20-year period, the likelihood ofa single investmentreturn less than 3.0%
or greaterthan 10.8% in any given year is much greater. The following analysis illustrates the effect of an extreme, single year
investmentreturn.

The portfolio has an expected volatility (or standard deviation) of 12.0% per year. Accordingly, in any given year there is a 16%
probabilitythat the annual return will be -5.2% or less and a 2.5% probabilitythat the annual return will be -17.2% or less. These
returns representone and two standard deviations below the expected return of 6.8%.

The following table shows the effect of one and two standard deviation investmentlossesin FY 2023-24 on the FY 2026-27
contribution requirements. Note that a single-yearinvestmentgain orloss decreases orincreases the required UAL contribution
amountincrementallyfor each of the next five years, not justone, due to the 5-year ramp in the amortization policy. However,
the contribution requirements beyond the firstyear are alsoimpacted byinvestmentreturns beyond the first year. Historical ly,
significantdownturnsin the market are often followed by higherthan average returns. Such investmentgains would offsetthe
impactofthese single year negative returns in years beyond FY 2026-27.

Required Projected
Assumed Annual Return for Employer Employer
Fiscal Year 2023-24 Contributions Contributions
2025-26 2026-27
(17.2%) (2 standard deviation loss)
DiscountRate 6.80% 6.80%
Normal CostRate 8.24% 8.2%
UAL Contribution $763 $3,200
(5.2%) (1 standard deviation loss)
Discount Rate 6.80% 6.80%
Normal CostRate 8.24% 8.2%
UAL Contribution $763 $2,000

e Without investmentgains (returns higherthan 6.8%)in FY 2024-25 or later, projected contributions rates would
continue to rise over the next four years due to the continued phase-in ofthe impactof the illustrated investmentlossin
FY 2023-24.

e The Pension Outlook Tool can be used to model projected contributions for these scenarios beyond FY 2026-27 as
well as to model otherinvestmentreturn scenarios.
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Discount Rate Sensitivity

The discountrate assumptionis calculated as the sum ofthe assumed real rate of return and the assumed annual price
inflation, currently 4.5% and 2.3%, respectively. Changing either the price inflation assumption or the real rate of return
assumption will change the discountrate. The sensitivityof the valuation results to the discountrate assumption depends on
which componentofthe discountrate is changed. Shown below are various valuation results as of June 30, 2023, assuming
alternate discountrates by changing the two components independently. Results are shown using the currentdiscountrate of
6.8% as well as alternate discountrates 0of5.8% and 7.8%. The rates of 5.8% and 7.8% were selected since theyil lustrate the

impactofa 1.0% increase ordecrease to the 6.8% assumption.

Sensitivity to the Real Rate of Return Assumption

1% Lower Current 1% Higher
As of June 30, 2023 Real Return Rate Assumptions Real Return Rate
Discount Rate 5.8% 6.8% 7.8%
Price Inflation 2.3% 2.3% 2.3%
Real Rate of Return 3.5% 4.5% 5.5%
a) Total Normal Cost 20.32% 16.24% 13.14%
b) Accrued Liability $532,113 $442,599 $372,311
c) Market Value of Assets $397,787 $397,787 $397,787
d) Unfunded Liability/(Surplus) [(b) - (c)] $134,326 $44,812 ($25,476)
e) Funded Ratio 74.8% 89.9% 106.8%
Sensitivity to the Price Inflation Assumption
1% Lower Current 1% Higher
As of June 30, 2023 Price Inflation Assumptions Price Inflation
Discount Rate 5.8% 6.8% 7.8%
Price Inflation 1.3% 2.3% 3.3%
Real Rate of Return 4.5% 4.5% 4.5%
a) Total Normal Cost 17.12% 16.24% 14.77%
b) Accrued Liability $466,986 $442,599 $401,191
c) Market Value of Assets $397,787 $397,787 $397,787
d) Unfunded Liability/(Surplus) [(b) - (c)] $69,199 $44,812 $3,404
e) Funded Ratio 85.2% 89.9% 99.2%

Mortality Rate Sensitivity

The following table looks atthe change in the June 30, 2023, plan costs and funded status undertwo differentlongevity
scenarios, namelyassuming rates of post-retirement mortalityare 10% lower or 10% higherthan our currentmortality
assumptions adopted in 2021. This type of analysis highlights the impacton the plan of a change inthe mortality assumption.

10% Lower Current 10% Higher
As of June 30, 2023 Mortality Rates Assumptions Mortality Rates
a) Total Normal Cost 16.52% 16.24% 15.98%
b) Accrued Liability $450,397 $442,599 $435,405
c) Market Value of Assets $397,787 $397,787 $397,787
d) Unfunded Liability/(Surplus) [(b) - (c)] $52,610 $44,812 $37,618
e) Funded Ratio 88.3% 89.9% 91.4%
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Maturity Measures

As pension plans mature they become more sensitive to risks . Understanding plan maturityand how it affects the ability of a
pension plan sponsor to tolerate risk is importantin understanding how the pension planis impacted byinvestmentreturn
volatility, other economic variables and changesinlongevity or other demographic assumptions.

Since it is the employerthat bears therisk, itis appropriate to perform this analysis on a pension plan level considering all rate
plans. The following measures are for one rate plan only. One way to look at the maturity level of CalPERS and its plans is to
look at the ratio of a plan’s retiree liabilityto its total liability. A pension planin its infancy will have a very low ratio of retiree
liabilityto total liability. As the plan matures, the ratio increases. Amature plan will often have a ratio above 60%-65%.

Ratio of Retiree Accrued Liability to

Total Accrued Liability June 30, 2022 June 30, 2023
1. Retiree Accrued Liability $0 $15,332
2. Total Accrued Liability $345,783 $442,599
3. Ratio of Retiree AL to Total AL [(1) + (2)] 0% 3%

Another measure ofthe maturity level of CalPERS and its plans is the ratio of actives to retirees, also called the supportratio. A
pension planinits infancy will have a very high ratio of active to retired members. As the plan matures and members retire, the
ratio declines. Amature plan will often have a ratio near or below one.

To calculate the supportratio for the rate plan, retirees and beneficiaries receiving a continuance are each counted as one, even
though they may have only worked a portion of their careers as an active member ofthis rate plan. For this reason, the support
ratio, while intuitive, may be less informative than the ratio of retiree liabilityto total accrued liability above.

For comparison, the supportratio for all CalPERS public agency plans as of June 30, 2022, was 0.77 and was calculated
consistentlywith how tis for the individual rate plan. Note that to calculate the supportratio for all publicagencyplans, a retiree
with service from more than one CalPERS agency is counted as a retiree more than once.

Support Ratio June 30, 2022 June 30, 2023
1. Number of Actives 4 4
2. Number of Retirees 0 1
3. Support Ratio [(1) + (2)] N/A 4.00
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Maturity Measures (continued)

The actuarial calculations supplied in this communication are based on various assumptions aboutlong -term demographic and
economic behavior. Unlessthese assumptions (e.g.,terminations, deaths, disabilities, retirements, salary increases, investment
return) are exactly realized each year, there will be differences on a year-to-year basis. The year-to-year differences between
actual experience and the assumptions are called actuarial gains and losses and serve to lower or raise required employer
contributions from one year to the next. Therefore, employer contributions will inevitablyfluctuate, especiallydue to the ups and
downs ofinvestmentreturns.

Asset Volatility Ratio

Shownin the table below is the assetvolatility ratio (AVR), whichis the ratio of marketvalue of assets to payroll. Plans that
have a higher AVR experience more volatile employer contributions (as a percentage of payroll) due to investmentreturn. For
example, a plan with an AVR of 8 may experience twice the contribution volatility due to investmentreturn volatility than a plan
with an AVR of 4. It should be noted that this ratio is a measure ofthe current situation. Itincreases overtime but generally
tends to stabilize as a plan matures.

Liability Volatility Ratio

Also shown inthe table below is the liabilityvolatility ratio (LVR), which is the ratio of accrued liabilityto payroll. Plans thathave
a higher LVR experience more volatile employer contributions (as a percentage of payroll) due to changes in liability. For
example,a planwith an LVR of 8 is expected to have twice the contribution volatility of a plan with an LVR of 4 whenthere is a
change in accrued liability, such as when there is a change in actuarial assumptions. It should be noted that this ratio indicates a
longer-term potential for contribution volatility, since the AVR, described above, will tend to move closerto the LVR as the
funded ratio approaches 100%.

Contribution Volatility June 30, 2022 June 30, 2023
1. Market Value of Assets $315,705 $397,787
2. Payroll $287,398 $307,032
3. Asset Volatility Ratio (AVR) [(1) + (2)] 11 1.3
4. Accrued Liability $345,783 $442,599
5. Liability Volatility Ratio (LVR) [(4) + (2)] 12 14

Maturity Measures History

Ratio of
Retiree Accrued Liability Asset Liability
to Volatility Volatility
Valuation Date Total Accrued Liability Support Ratio Ratio Ratio

06/30/2017 0% N/A 0.6 0.6
06/30/2018 0% N/A 0.6 0.6
06/30/2019 0% N/A 0.8 0.8
06/30/2020 0% N/A 0.6 0.6
06/30/2021 0% N/A 1.0 0.9
06/30/2022 0% N/A 11 1.2
06/30/2023 3% 4.00 1.3 14
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Funded Status — Termination Basis

The funded status measured on atermination basis is an estimate ofthe financial position of the plan had the contract with
CalPERS beenterminated as of June 30, 2023. The accrued liability on a termination basis (termination liability) is calculated
differently from the plan’s ongoing funding liability. For the termination liability calculation, both compensation and servi ce are
frozen as of the valuation date and no future pay increases or service accruals are assumed. This measure of funded status is
not appropriate forassessing the need for future employer contributions in the case ofan ongoing plan, thatis, for an empl oyer
that continues to provide CalPERS retirementbenefits to active employees. Unlike the actuarial costmethod used for ongoing
plans, the termination liabilityis the presentvalue of the benefits earned through the valuation date.

A more conservative investmentpolicyand assetallocation strategywas adopted by the board for the Terminated Agency Pool.
The Terminated AgencyPool has limitedfunding sources since no future employer contributions will be made. Therefore, expected
benefit payments are secured by risk-free assets and benefit security for members is increased while limiting the funding risk.
However, this asset allocation has a lower expected rate of return than the remainder of the PERF and consequently, a lower
discountrate assumption. The lower discountrate for the Terminated Agency Pool results in higher liabilities for terminated plans.

The discountrate used for actual termination valuations is a weighted average of the 10-year and 30-year Treasury yields where
the weights are based on matchingassetand liabilitydurations as ofthe termination date. The discountrates usedin the following
analysis is based on 20-year Treasury bonds, which is a good proxy for mostplans. The discountrate upon contract termination
will depend on actual Treasury rates on the date of termination, which varies over time, as shown below.

Valuation 20-Year Valuation 20-Year
Date Treasury Rate Date Treasury Rate
06/30/2014 3.08% 06/30/2019 2.31%
06/30/2015 2.83% 06/30/2020 1.18%
06/30/2016 1.86% 06/30/2021 2.00%
06/30/2017 2.61% 06/30/2022 3.38%
06/30/2018 2.91% 06/30/2023 4.06%

As Treasuryrates are variable, the table below shows a range for the terminationliabilityusing discount rates 1% below and abowe
the 20-year Treasuryrate on the valuation date. The price inflation assumption is the 20-year Treasury breakeven inflation rate,
thatis, the difference between the 20-year inflation indexed bond and the 20-year fixed-rate bond.

The Market Value of Assets (MVA) also varies with interestrates and will fluctuate depending on other market conditions on the
date of termination. Since itis not possible to approximate how the MVA will change in different interest rate environments, the
results below use the MVA as of the valuation date.

Discount Rate: 3.06% Discount Rate: 5.06%
Price Inflation: 2.50% Price Inflation: 2.50%
1. Termination Liability® $763,386 $488,246
2. Market Value of Assets (MVA) 397,787 397,787
3. Unfunded Termination Liability[(1) — (2)] $365,599 $90,459
4. Funded Ratio [(2) + (1)] 52.1% 81.5%

! 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.

In order to terminate the plan, first contact our Pension Contract Services unit to initiate a Resolution of Intent to Terminate. The
completed Resolution will allow a CalPERS actuary to provide a preliminarytermination valuation with a more up -to-date
estimate ofthe plan’s assets and liabilities. Before beginning this process, please consultwith a CalPERS actuary.
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Funded Status — Low-Default-Risk Basis

Actuarial Standard of Practice (ASOP) No. 4, Measuring Pension Obligations and Determining Pension Plan Costs or
Contributions, requires the disclosure of a low-default-risk obligation measure (LDROM) of benefitcosts accrued as of the
valuation date using a discountrate based on the yields of high quality fixed income securities with cash flows thatreplicate
expected benefitpayments. Conceptually, this measure represents the level at which financial markets would value the accrued
plan costs,and would be approximately equal to the costof a portfolio of low-default-risk bonds with similar financial
characteristics to accrued plan costs.

As permitted in ASOP No. 4, the Actuarial Office uses the Entry Age Actuarial CostMethod to calculate the LDROM. This
methodologyis in line with the measure of “benefitentittements” calculated bythe Bureau of Economic Analysis and used by the
Federal Reserve to report the indebtedness due to pensions of plan sponsors and, conversely, the household wealth due to
pensions ofplan members.

As shown below, the discountrate used forthe LDROM is 4.82%, which is the Standard FTSE Pension Liability Index! discount
rate as of June 30, 2023, net of assumed administrative expenses.

Selected Measures on a Low-Default-Risk Basis June 30, 2023
DiscountRate 4.82%
1. Accrued Liability?— Low-Default-Risk Basis (LDROM)
a) Active Members $440,229
b) Transferred Members 62,104
c) Separated Members 123,300
d) Members and Beneficiaries Receiving Payments 18,851
e) Total $644,484
2. Market Value of Assets (MVA) 397,787
3. Unfunded Accrued Liability — Low-Default-Risk Basis [(1e) - (2)] $246,697
4. Unfunded Accrued Liability — Funding Policy Basis 44,812
5. PresentValue of Unearned InvestmentRisk Premium [(3) — (4)] $201,885

The difference between the unfunded liabilities on alow-default-risk basis and on the funding policy basis represents the present
value of the investmentrisk premium thatmustbe earned in future years to keep future contributions for currently accrued p lan
costs at the levels anticipated by the funding policy.

Benefit securityfor members ofthe plan relies on a combination ofthe assets inthe plan, the investmentincome generated from
those assets, and the ability of the plan sponsorto make necessaryfuture contributions. If future returns fall shortof 6.8%,
benefitsecurity could be at risk without higher than currently anticipated future contributions.

The funded status on a low-default-risk basis is notappropriate for assessing the sufficiencyof plan assets to cover the costof
settling the plan’s benefitobligations (see Funded Status — Termination Basis), nor is it appropriate for assessing the need for
future contributions (see Funded Status — Funding Policy Basis).

1 This index is based on a yield curve of hypothetical AA-rated zero coupon corporate bonds whose maturities range

from6 months to 30 years. The index represents the single discount rate that w ould produce the same present value
as discounting a standardized set of liability cash flow sfora fully open pension plan using the yield curve. The liability
cash flows are reasonably consistent with the pattern of benefits expected to be paid fromthe entire Public
Employees’ Retirement Fund for current and former plan members. A differentindex, hence a different discount rate,
may be needed to measure the LDROM for a subset of the fund, such as a single rate plan or a group of retirees.

If plan assets w ere invested entirely in the AA fixed income securities used to determine the discount rate of 4.82%,
the CalPERS discount rate could, at various times, be below 4.5% or 5.25%, and some automatic annual retiree
COLAs could be suspended (Gov. Code sections 21329 and 21335). Since thereis currently no proposal to adopt an
asset allocation entirely comprised of fixed income securities, the automatic COLAs have been fully valued in the
measures above based on the assumptions used for plan funding. Removing future COLAs fromthe measurement
w ould understate the statutory obligation.
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERSID: 6992576261

Summary of Valuation Data

The table below shows a summaryof the plan’s member data upon which this valuation is based:

Active Members
Counts
Average Attained Age
Average Entry Age to Rate Plan
Average Years of Credited Service
Average Annual Covered Pay
Annual Covered Payroll
PresentValue of Future Payroll

Transferred Members

Separated Members

Retired Members and Beneficiaries*
Counts

Average Annual Benefits
Total Annual Benefits

June 30, 2022

4
499

46.3

35
$71,850
$287,398
$2,667,888

0
$0
$0

June 30, 2023

4
50.9

46.3

4.5
$76,758
$307,032
$2,830,673

1
$1,119
$1,119

Counts of membersincluded in the valuation are counts of the records processed bythe valuation. Multiple records mayexist for
those who have service in more than one valuation group. This does not resultin double counting ofliabilities.

* Values include communityproperty settlements.

List of Class 1 Benefit Provisions

This plan has the following Class 1 Benefit Provisions:

e Increased IDR Allowance to 75% of Compensation (75% IDR)
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods

CalPERSID: 6992576261

Plan's Major Benefit Options

Shown below is a summaryof the major optional benefits for which the agency has contracted. A description of principal standard and optional plan provisions is in

Section 2.
Benefit Group

Member Category Misc Misc
Demographics
Actives Yes No
Transfers/Separated Yes No
Receiving No Yes
Benefit Provision
Benefit Formula 2% @ 62

Social Security Coverage Yes

Full/Modified Full
Employee Contribution Rate 8.00%
Final Average Compensation Period Three Year
Sick Leave Credit Yes
Non-Industrial Disability Improved
Industrial Disability Increased
Pre-Retirement Death Benefits

Optional Settlement 2 Yes

1959 Survivor BenefitLevel No

Special No

Alternate (firefighters) No
Post-Retirement Death Benefits

Lump Sum $2,000 $2,000

Survivor Allowance (PRSA) No No
COLA 2% 2%
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CalPERS Actuarial Valuation - June 30, 2023
PEPRA Miscellaneous Plan ofthe City of Laguna Woods
CalPERSID: 6992576261

Section 2

California Public Employees’ Retirement System

Risk Pool Actuarial Valuation Information

Section 2 may be found on the
CalPERS website (www.calpers.ca.qgov)
in the Forms & Publications section
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