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Topics
•Pension Funding Principles

•Non-pooled plans vs Pooled plans

•Actuarial Report Highlights
• Contribution Requirements for FY 2019-20
• Funded Status of the Plans
• 5-Year Contribution Projections
• Alternatives for proactively managing Unfunded Accrued 

Liabilities
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Pension Funding Principles
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Normal Cost and Accrued Liability

• Service accrues each year for active members
• Example 2% of salary each year in the 2% @ 62 benefit formula

• Normal Cost is the actuarially determined value 
of the annual accrual
• Shared between Employer and Employee

• Accrued Liability is the total of all prior years’ 
Normal Costs
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Normal Cost and Accrued Liability
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Unfunded Accrued Liability (UAL) and Funded Status 
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Required Employer Contributions

Employer Normal Cost
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UAL Amortization Payment

($ Amount)

Total Employer Contribution
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Non-Pooled Plans / Pooled Plans
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Pooled Plans vs Non-Pooled Plans

•Plans with less than 100 active members are 
combined into Risk Pools 
•Miscellaneous Risk Pool
•Safety Risk Pool

•Aggregate data and experience of all pooled plans
•Setting normal cost 
• Vary by plan formula and provisions 

•Pool’s gains/losses allocated among pooled plans
• proportionate share based on accrued liability
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Actuarial Report Highlights
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Common Questions

•What are my required contributions?

• Is my plan in good shape?

•Why did my required contributions change?

•Where are my required contributions headed?

•Are there any alternative UAL amortization 
schedules? 

•Where are my PEPRA members?

•What additional information is available in the 
reports?
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Non-Pooled & Pooled Plans

•What are my required contributions? - Cover 
page

•Rates do not reflect any cost sharing information
•FY 2020-21 projection:
• Phase in of discount rate 7.00%
•Doesn’t reflect the FY 2017-18 asset gain 
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Non-Pooled and Pooled Plans
•What are my required contributions? – Page 4

18



Non-Pooled & Pooled Plans

•Employer Contribution comprised of 2 components
1. Normal Cost Rate (% of Payroll)
2. UAL Dollar Payment

• Annual UAL Prepayment Option
• Only for UAL Dollar Payment component
• Discount of a half year of interest 

• Avoid overpaying
• Normal Cost Rate must be paid regularly 

throughout the year
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UAL Invoice July 1, 2018



Non-Pooled & Non Pooled Plans

•Is my plan in good shape? – Page 5 

• Unfunded Liability = UAL = Unfunded Accrued Liability

• Funded Ratio is one indicator of the plan’s health

• Information as of June 30, 2017
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Non-Pooled Plans
• Why did my required contributions change?  Page 14

• Expected liability and asset values compared with actual values

• Explains changes to the UAL amount
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Pooled Plans
Gain/Loss Analysis

• Gain/Loss Analysis performed for 
entire pool

• Share of Gain/Loss allocated to 
each plan in the pool

• Appears in Section 2 Reports
• Available on CalPERS website 

www.calpers.ca.gov Forms & 
Publications 
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http://www.calpers.ca.gov/


Why did my contributions change?  

Amortization Schedule and Alternatives
• Schedule of Required UAL Amortization Payments

• Two sample Fresh Start Alternatives
• Pay off UAL more rapidly

• Other alternatives available
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Non-Pooled & Pooled Plans

Non-Pooled p16 / Pooled p9

• Bases comprising the plan’s UAL
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Non-Pooled & Pooled Plans

•UAL Base Amortization 
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NEW!!
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Amortization Schedule and Alternatives
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Non-Pooled & Pooled Plans
• Where are my required contributions headed? – Page 5

• Assumes expected return for FY2017-18 and thereafter

• No demographic gains or losses after 6/30/17 included

• Total as % of Payroll for illustration purposes only
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Discount Rate Change
• On December 21, 2016 the CalPERS Board adopted a 7% discount rate 

with a 3-year phase-in 
• 7.375% to be used 6/30/2016

• 7.25% to be used 6/30/2017

• 7.00% to be used 6/30/2018

• Affects all non-pooled and pooled actuarial valuations

• Lower discount rates result in higher accrued liabilities and normal costs

• Full impact of 7.00% discount rate will take 7 years due to phase-in 
procedures
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Other Assumption Changes 
• Effective for June 30, 2017 valuation

• Inflation assumption 2.625% 
• 2.50% for 6/30/18 valuation

• Payroll growth 2.875% 
• 2.75% for 6/30/18 valuation

• Updated demographic assumptions
• Mortality rates
• Early Retirement rates
• Adopted by Board in December 2017
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Non-Pooled Plans
•Where are my PEPRA members?
•Non pooled plans include PEPRA members
•Non pooled plans require the same employer rate for 

all members in the plan
•Non pooled plans require differing employee rates

• Classic member rate is set by statute

• PEPRA member rate can be found in Appendix D
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Normal Cost for Each Group/Tier 
• Appendix D

• New in June 30, 2017 valuation reports
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Non-Pooled Plans

NEW!!



Pooled Plans
•Where are my PEPRA members?
• Separate report for PEPRA members
• Separate contributions for pooled PEPRA members 
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Non-Pooled & Pooled Plans

•Additional information – NP p23 / P p15

•Highly sensitive to the discount rate
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Non-Pooled & Pooled Plans

•Additional Information – NP p25 / P p17

• 2 discount rate scenarios
• Prevailing Treasury Bond rates

• Unfunded Term Liability = Hypothetical Term Liability less Market 
Value of Assets

• Highly sensitive to the discount rate
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Other Information
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Unanswered Questions?

• Contact the actuary assigned to 
the plan
• Call the Customer Contact Center 

at 888 CalPERS (or 888-225-7377)

• Actuary is named on page 1 of 
the report

• Page 1 includes important 
certification

report page 1



Discussion / Q&A
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