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CALPERS UPCOMING ISSUES 

 CalPERS actuarial staff recommended & CalPERS Board adopted changes to 
contribution policy.  Four reasons why: 

 Asset corridor generates volatility with extreme events 

 Slow funded status progress 

 Current method needs improved transparency 

 GASB 68 encourages faster funding by requiring a lower discount rate for 
slower funding 

 Changes – Direct rate smoothing based on: 

 5-year ramp up 

 No asset smoothing 

 Future Gains/losses 25 year amortization period 

 With 5 year ramp up means paid over 30 years 

 Method & Assumption changes 15 year amortization period 

 With 5 year ramp up means paid over 20 years 

 No cap on rate increases each year  
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CALPERS UPCOMING ISSUES 

 CalPERS actuarial staff recommended & CalPERS Board adopted assumption 
changes: 

 No changes on economic assumptions 

 Future mortality improvement with 20 years projection 

 Earlier retirements for Police Safety and 

 Higher future pay increases for Safety 

 Impact on assumption changes using newly adopted contribution policy – 20 
years amortization with 5 years ramp up and 5 years ramp down 

 Timing: 

 Direct Rate Smoothing: 

 Included in 6/30/13 valuation (first impact 2015/16 rates)  

 Full impact in 2019/20 rates. 

 Assumption changes: 

 Included in 6/30/14 valuation (first impact 2016/17 rates)  

 Full impact in 2020/21 rates. 
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SUMMARY OF DEMOGRAPHIC INFORMATION - MISCELLANEOUS 

 1994 2003 2011 2012 
Actives    
 Counts 709 663 586 574 
 Average    

 Age 44 46 46 47 
 City Service 12 13 12 12 
 PERSable Wages $47,300 $55,700 $71,800 $75,300 

 Total PERSable Wages (millions) 36.6 40.6 46.0 47.2 
Receiving Payments     
 Counts    

 Service 362 650 649 
 Disablity 81 93 93 
 Beneficiaries 64 94 93 
 Total 301  507 837 835 

 Average Annual City Provided Benefit1    
 Service $18,000 $26,700 $27,400 
 Disability 9,400 9,600 9,800 
 Service Retirements in last 5 years 23,700 34,200 35,600 

                                                           
1  Average City provided pensions are based on City service & City benefit formula, and are not 

representative of benefits for long service employees. 
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PLAN FUNDED STATUS - MISCELLANEOUS 
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PLAN FUNDED STATUS - MISCELLANEOUS 

Unfunded PVB

(Unfunded 
Liability)

Actuarial 
Liability

Present Value of Benefits
June 30, 2011

Unfunded PVB

(Unfunded 
Liability)

Actuarial 
Liability

Present Value of Benefits
June 30, 2012

 

June 30, 2011 June 30, 2012
415,200,000$                  Actuarial Liability 431,200,000$         

347,800,000                    Actuarial Asset Value 357,900,000           

(67,400,000)                    (Unfunded Liability) (73,300,000)            

June 30, 2011 June 30, 2012

415,200,000$                  Actuarial Liability 431,200,000$         

309,600,000                    Market Asset Value 298,600,000           

(105,600,000)                  (Unfunded Liability) (132,600,000)           
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FUNDED RATIO - MISCELLANEOUS 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 20 10 2011 201 2 2 013 201 4

A V A 12 .7% 16 .5% 19 .7% 18 .0% 11 .1% 4.5% -4 .2% 3 .4% 7.6% 7.9% 8.1% 9.2% 8.0% 5.6% 5.9% 6.9% 5.8 % 7.5%

MV A 15 .3% 20 .1% 19 .5% 12 .5% 10 .5% -7 .2% -6 .0% 3 .7% 16 .6% 1 2 .3% 11 .9% 1 8 .8% -5 .1% -24 .0 13 .3% 21 .7% 0.1 % 13 .2% 12 .2%

-30 .00%

-22 .50%

-15 .00%

-7 .50%

0.00%

7.50%

15.00%

22.50%

30.00%

‐5.7%  Unmodified

 
Above assumes contributions, payments, etc. received evenly throughout year. 

June 30, 2013 return of 13.2% from CalPERS 6/30/13 CAFR.  
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FUNDED RATIO - MISCELLANEOUS 

0%

20%

40%

60%

80%

100%

120%

140%

160%

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Funded  R atio  - AVA 104% 108% 126% 142% 143% 140% 134% 116% 102% 100% 98% 99% 97% 96% 88% 87% 84% 83% 83% 76%

Funded  R atio  - M VA 110% 117% 140% 157% 152% 148% 125% 106% 92% 99% 102% 104% 114% 98% 65% 69% 75% 69% 73% 76%

 
6/30/13 & 6/30/14 funded status estimated. 

AVA is being set equal to MVA and a separate AVA will not be used in future years.
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CONTRIBUTION RATES - MISCELLANEOUS 

98/99 99/00 00/01 01/02 02/03 03/04 04/05 05/06 06/07 07/08 08/09 09/10 10/11 11/12 12/13 13/14 14/15

ER Normal Cost 4.9% 4.1% 4.1% 5.7% 6.1% 6.3% 6.4% 6.9% 7.0% 6.9% 6.9% 7.7% 7.6% 8.0% 8.1% 8.7% 8.6%

Total ER Cont Rate 1.7% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 7.2% 7.8% 8.2% 8.2% 9.8% 10.2% 15.3% 16.3% 21.4% 21.9%
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CONTRIBUTION PROJECTIONS - MISCELLANEOUS 

 Market Value Investment Return: 
 June 30, 2012  0.1%2 
 June 30, 2013  13.2%3 

 Poor Expected Good 
 June 30, 2014 - 2019 0.2% - 4.3% 7.5%4 10.6% - 15.1% 

 No Other: Gains/Losses, Method/Assumption Changes, Benefit Improvements 
 Excludes Employer Paid Member Contributions (EPMC) 
 City elected to pay for 2011 assumption changes without a phase in  

 Resulted in approximately $470 thousand in savings 
 New hire assumptions:  

 Assumes 80% of 2013 new hires will be Classic Tier 2 Members (lateral) 
and 20% will be New Members with PEPRA benefits.   

 Assumes Classic Members will decrease from 80% to 0% of new hires over 20 
years.  

                                                           
2  Based on CalPERS CAFR. 
3  Based on CalPERS CAFR. 
4  CalPERS investment return through January 31, 2014 was 8.9%.  
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CONTRIBUTION PROJECTIONS - MISCELLANEOUS 

 
Employer Contribution Rate if Market Value of Assets were used 

 
 
 

 

 
 

 

 Actuarial 
2014/15 

Market 
2014/15 

 Plan Assets AVA MVA 

 ER Normal cost 8.6% 8.6% 

 Amortization bases: 13.3% 25.5% 

 Total Contribution Rate 21.9% 34.1% 

 Amortization period ≈ 17 years 17 years 
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BEFORE DRS, WITH DRS AND WITH DRS, MORTALITY AND 

OTHER ASSUMPTION CHANGES - MISCELLANEOUS 
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BEFORE DRS, WITH DRS AND WITH DRS, MORTALITY AND 

OTHER ASSUMPTION CHANGES - MISCELLANEOUS

$9,850 $10,363 $10,933 $11,515 $12,109 $12,706 $13,311 $13,924 $14,546 

$9,850 $10,363 
$11,433 

$12,558 
$13,739 

$14,969 
$16,256 $16,716 $17,183 

$9,850 $10,363 
$11,433 

$13,253 
$14,938 

$16,700 

$18,551 
$19,605 $20,157 

$0

$10,000

$20,000

$30,000

13/14 14/15 15/16 16/17 17/18 18/19 19/20 20/21 21/22

Before Direct Rate Smoothing With Direct Rate Smoothing DRS, Mortality and Other Assumption Changes

000’s omitted 
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CONTRIBUTION PROJECTIONS WITH APPROVED MORTALITY 

AND OTHER ASSUMPTION CHANGES - MISCELLANEOUS 
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CONTRIBUTION PROJECTIONS WITH APPROVED MORTALITY 

AND OTHER ASSUMPTION CHANGES - MISCELLANEOUS 
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SUMMARY OF DEMOGRAPHIC INFORMATION - SAFETY 

 1994 2003 2011 2012 
Actives    
 Counts 388 371 358 352 
 Average    

 Age 40 40 42 43 
 City Service 15 12 13 14 
 PERSable Wages $56,600 $78,000 $109,900 $111,500 

 Total PERSable Wages (millions) 24.0 31.8 43.0 42.9 
Receiving Payments     
 Counts    

 Service 171 224 247 
 Disablity 183 206 207 
 Beneficiaries 20 61 43 
 Total 197  374 491 497 

 Average Annual City Provided Benefit5    
 Service $43,100 $58,400 $60,100 
 Disability 31,600 43,000 44,500 
 Service Retirements in last 5 years 46,800 71,900 81,200 

                                                           
5  Average City provided pensions are based on City service & City benefit formula, and are not 

representative of benefits for long service employees. 
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MEMBERS INCLUDED IN VALUATION - SAFETY 
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1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Active 388 371 364 364 357 372 363 381 370 371 349 351 372 375 374 387 379 358 352 

Transfers 41 41 46 45 44 60 74 77 75 65 61 57 61 71 79 83 78 81 81 

Vested Terminations 10 9 26 19 23 21 24 26 28 30 30 40 40 40 40 32 33 36 39 

Receiving Payments 197 246 249 263 287 306 318 323 348 374 407 417 427 439 457 462 475 491 497 
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PLAN FUNDED STATUS - SAFETY 

Unfunded PVB

(Unfunded 
Liability)

Actuarial 
Liability

Present Value of Benefits
June 30, 2011

Unfunded PVB

(Unfunded 
Liability)

Actuarial 
Liability

Present Value of Benefits
June 30, 2012

 
June 30, 2011 June 30, 2012

531,800,000$                  Actuarial Liability 552,500,000$         

402,900,000                    Actuarial Asset Value 420,500,000           

(128,900,000)                  (Unfunded Liability) (132,000,000)          

June 30, 2011 June 30, 2012

531,800,000$                  Actuarial Liability 552,500,000$         

358,700,000                    Market Asset Value 350,600,000           

(173,100,000)                  (Unfunded Liability) (201,900,000)           
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FUNDED RATIO - SAFETY 

1 99 5 1 9 96 1 9 9 7 19 9 8 1 99 9 2 0 0 0 2 0 0 1 20 0 2 2 0 03 2 0 0 4 20 0 5 2 00 6 2 0 07 2 0 0 8 20 0 9 2 0 10 2 0 1 1 2 0 1 2 2 01 3 2 0 14

A V A 9 .0 % 1 3 .6 %1 5 .8 %19 . 6 %1 3 .9 %1 5 .8 % 4 .6 % -4 .8 % 3 .3 % 7 .6 % 8 .0 % 8 .3% 9 .2 % 7 .9 % 5 .7 % 6 .1% 6 .9 % 6 .2 % 7 .5 %

M V A 1 6 .3%1 5 .3 %2 0 .1 %19 . 5 %1 2 .5 %1 0 .5 % -7 .2 % -6 .0 % 3 .7 % 1 6 .6 %12 .3 % 1 1 .9 %1 8 .8 % -5 .1 % -24 .0 1 3 .3 %2 1 .7 % 0 .1 % 1 3 .2 % 7 .5 %

-30 .00 %

-22 .50 %

-15 .00 %

-7 .50 %

0 .00%

7 .50%

15 .00 %

22 .50 %

30 .00 %

‐5.7%  Unmodified

 
Above assumes contributions, payments, etc. received evenly throughout year. 

June 30, 2013 return of 13.2% from CalPERS 6/30/13 CAFR.  
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FUNDED RATIO - SAFETY 
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1994 1995 1996 1 997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Funded Ratio  - AVA 101% 96% 97% 106% 113% 118% 112% 104% 91% 84% 83% 83% 83% 82% 81% 77% 77% 76% 76% 77% 71%
Funded Ratio  - M VA 100% 102% 104% 117% 126% 130% 117% 97% 83% 77% 82% 86% 88% 96% 83% 56% 60% 67% 63% 67% 71%

 
6/30/13 & 6/30/14 funded status estimated 

AVA is being set equal to MVA and a separate AVA will not be used in future years. 
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CONTRIBUTION RATES - SAFETY 

98/99 99/00 00/01 01/02 02/03 03/04 04/05 0 5/06 06/07 07/08 08/09 09/10 10/11 11/12 12/13 13/14 14/15

ER Normal Cost 13.5% 11.0% 12.5% 12.5% 17.6% 17.2% 17.3% 16.2% 16.4% 16.7% 16.4% 16.5% 16.5% 18.1% 18.3% 18.9% 18.7%

Total ER Cont Rate 16.3% 5.1% 0.0% 0.0% 0.0% 9.0% 25.1% 30.0% 28.6% 28.3% 28.1% 28.0% 29.2% 34.2% 35.0% 38.4% 39.1%
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CONTRIBUTION PROJECTIONS - SAFETY 

 Market Value Investment Return: 
 June 30, 2012  0.1%6 
 June 30, 2013  13.2%7 

 Poor Expected Good 
 June 30, 2014 - 2019 0.2% - 4.3% 7.5%8 10.6% - 15.1% 

 No Other: Gains/Losses, Method/Assumption Changes, Benefit Improvements 
 Excludes Employer Paid Member Contributions (EPMC) 
 City elected to pay for 2011 assumption changes without a phase in  

 Resulted in approximately $560 thousand in savings 
 New hire assumptions:  

 Assumes 60% of 2013 new hires will be Classic Tier 2 Members (lateral) 
and 40% will be New Members with PEPRA benefits.   

 Assumes Classic Members will decrease from 60% to 0% of new hires 
over 10 years 

 

                                                           
6  Based on CalPERS CAFR. 
7  Based on CalPERS CAFR. 
8  CalPERS investment return through January 31, 2014 was 8.9%.  
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CONTRIBUTION PROJECTIONS - SAFETY 

 
Employer Contribution Rate if Market Value of Assets were used 

 
 
 

 

 
 

 Actuarial 
2014/15 

Market 
2014/15 

 Plan Assets AVA MVA 

 ER Normal cost 18.7% 18.7% 

 Amortization bases: 20.3% 32.1% 

 Total Contribution Rate 39.1% 50.8% 

 Amortization period ≈ 27 years 27 years 
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BEFORE DRS, WITH DRS AND WITH DRS, MORTALITY AND 

OTHER ASSUMPTION CHANGES - SAFETY
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BEFORE DRS, WITH DRS AND WITH DRS, MORTALITY AND 

OTHER ASSUMPTION CHANGES - SAFETY

$16,521 $16,745 $17,403 $18,040 $18,722 $19,364 $19,947 $20,546 $21,133 

$16,521 $16,745 
$18,118 

$19,525 
$21,034 

$22,563 
$24,095 $24,665 $25,230 

$16,521 $16,745 
$18,118 

$20,572 

$22,717 

$24,916 

$27,152 
$28,467 $29,133 

$0

$10,000

$20,000

$30,000

13/14 14/15 15/16 16/17 17/18 18/19 19/20 20/21 21/22

Before Direct Rate Smoothing With Direct Rate Smoothing DRS, Mortality and Other Assumption Changes
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CONTRIBUTION PROJECTIONS WITH APPROVED MORTALITY 

AND OTHER ASSUMPTION CHANGES - SAFETY
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CONTRIBUTION PROJECTIONS WITH APPROVED MORTALITY 

AND OTHER ASSUMPTION CHANGES - SAFETY
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GASB 68 

 Pension Accounting: 
 GASB 68, Accounting for Employers, approved June 25, 2012 
 Replaces GASB 27, effective 2014/15 

 Major Issues:  
 Unfunded liability on balance sheet 
 Expense calculation disconnected from contribution calculation 
 Discount rate is  

 Expected return on plan assets when assets sufficient to pay benefits 
 Municipal bond rate when assets not sufficient to pay benefits 
Likely caused CalPERS to modify assets smoothing and/or amortization 
policy to avoid using discount rate lower than expected return (7.5%). 

 June 30, 2012 Unfunded Actuarial Liability (in Millions) 
 

Plan 
Total Pension 

Liability (AAL) 
Fiduciary Net 

Position (MVA) 
Net Pension 

Liability (UAL) 
Safety $552.5 $350.6 $201.9 
Miscellaneous 431.2 298.6 132.6 
Supplemental 57.6 33.5 24.1 
Total Net Pension Liability $358.6 
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PEPRA COST SHARING 

 Target of 50% of total normal cost for everyone 

 New members must pay greater of 50% of total normal cost or bargained 
amount if higher 

 Employer cannot pay any part of new member required employee contributions 

 Employer may impose current employees pay 50% of total normal cost (limited 
to certain amounts) if not agreed through collective bargaining by 1/1/18 

 Miscellaneous Plan: 

 Current Members New Members 

 2.5%@55 2.5%@679 

 Employer Normal Cost 8.6% 6.25% 

 Member Normal Cost 8.0% 6.25% 

 Total Normal Cost 16.6% 12.5% 
  

                                                           
9  Also referred to as 2%@62. 
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PEPRA COST SHARING 

 Safety Plan  

 Current Members New Members 

 3%@50 2.7%@57 

 Employer Normal Cost 18.7% 11.25% 

 Member Normal Cost 9.0% 11.25% 

 Total Normal Cost 27.7% 22.50% 

 
 


































