Understanding CALPERS AT A GLANCE
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& The City of Orange

CalPERS public
employers

CalPERS provides retirement and health care $536 Billion
benefits for the City employees and their Toralinaice oo
families. Here's how it works and why it matters. June 30, 2024)

o What is CalPERS?

CalPERS (California Public
Employee’s Retirement 0 Why Employer Contributions Change
System) is the nation’s largest
\\ // public pension fund. These factors can cause contribution
A\, //4“ It pools contributors and rates to increase or decrease from year

invests them to pay retirement to year.

CalPERS and health beneztsyfor public
employees, retirees, and their
families. Investment Returns

Higher or lower
e How Pensions are Funded than assumed

Payroll Growth

More employees
of salary increases

Retirement
Experience
People living longer
than expected

Investment Employer _|_
Earnings Contributions

Income earned on Contributions paid by  Contributions paid

CalPERS investments  employer by employees

Discount rate,
inflation, and other

Over the past 20 years, investment earnings factors
have paid for more than half of CalPERs benefits.
(as of June 30, 2025)

Employer

Contribution Rate




The City of Orange is

Investment Performance Matters . .
Taking Action

CalPERs investment returns help determine
employer costs.

CALPERS INVESTMENT RETURNS Proactive Planning

The City budgets
responsibly and plans
11.6% long-term for pension

sustainably.

2024-25

9.3%

2023-24 : . .
The City monitors pension

costs, issued Pension
Obligation Bonds (POBs),
to address unfunded
liabilities.

2022-23 5.8%

2021-22 -6.1%

21.3%

2020-21

employees.
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Protecting the Future

Our goal is to maintain
fiscal stability while
continuing to deliver
essential City services.

Strong returns help lower future costs.
Weak returns can increase them.

Supporting Employees
We are committed to
providing promised
benefits to our

e Components of Pension Costs

The City’s pension costs, based on the latest CalPERS valuation (June 30, 2024), are primarily driven by
Unfunded Accrued Liability (UAL) payments for both Safety and Miscellaneous employees, along with
standard actuarial contributions and debt service on Pension Obligation Bonds (POBs) issued in 2021
totaling $286 million. Through Pension Obligation Bonds (POBs), the City converted part of its unfunded
pension liability into fixed debt with lower borrowing costs and more predictable repayments.

OF OR Unfunded Accrued Liability

&4* OOP\PORATg‘/I) The portion of pension benefits that has been earned but
AN 0

Q @ is not yet fully funded, representing the City's long-term
<2 pension shortfall.
* * ‘ [ o [
) Ky Pension Obligation Bonds
7¢Q 40, "'":':'::.%% OQ. Bonds issued by the City to pay down pension shortfalls
N AL 6, \§ upfront, with repayment made over time through

OOUNTY GP' scheduled debt service payments.



0 What is the City’s Pension Balance Today?

Pension costs remain subject to market performance and actuarial
adjustments, while the City also continues ongoing annual Normal
Cost contributions for active employees. As a result, the City makes
fixed annual payments of approximately $16—-18 million through
2044, with about $235 million outstanding as of 2025.

Steady
Annual
Reduction

POBs BALANCE TRENDS Although the Pension

Obligation Bonds did not

$270.7M eliminate the City’s pension
$254M $235M liability, it did refinance a
$218.5M significant portion of the
City's unfunded pension
liability at a lower fixed
borrowing cost. Thus, the
City continues ongoing
pension obligations through
annual normal cost
contributions and
actuarial adjustments to
2021-22 2022-23 2023-24 2024-25 the remaining UAL balance.
UAL BALANCE TREND
$103.3M $18M Decrease
$85.1M
Although the total UAL balance has decreased from
$103.3 million to $85.1 million, annual UAL payments
continue to increase due to CalPERS’ amortization
schedules, shortened payment periods, and the front-
loaded nature of pension repayment. As a result,
improved funding status does not necessarily
translate into lower annual budget impacts in the
near term.
2023 2024

KEY TAKEAWAYS

CalPERS is a long-
term commitment

Pension benefits are
earned overtime and

must be funded
responsibly.

Costs
Change

Market performance
and assumptions
impact employer

contribution rates.

The City is
proactive

We use data-driven
strategies to manage
costs and strengthen
our financial position.

This impacts our
community

Pension costs are one
of the City’s largest
expenses and affect

our ability to fund vital

services.
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