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Setting Objectives



Objectives

• Vary from agency to agency

• May vary over time even for a given agency

• Formal funding policy may be helpful in achieving stated 
objectives

• CalPERS main objective is ensuring the security of promised 
benefits
• Annual required minimum employer contributions reflect CalPERS 

objectives



Examples of Objectives

• Reduce employer contributions in the long run

• Limit year to year contribution volatility

• Achieve a target funded status by a certain date

• Increase flexibility regarding the payment of the minimum 
required contribution in a given future year 

• Alter near-term pattern of required minimum contributions

• Understand the potential impact of various future scenarios 
on projected actuarial results



Employer Strategies

• Additional Discretionary Payments (ADPs)

• Pension Obligation Bonds (POBs)

• California Employers’ Pension Prefunding Trust (CEPPT)

• Fresh start of Unfunded Accrued Liability (UAL)

• Other changes to existing UAL schedule

• CalPERS tools and actuaries can help



Matching Objectives with Strategies

Objective Possible Strategies

Reduce long-term costs ADPs, POB, alter UAL schedule

Limit contribution volatility Alter UAL schedule, CEPPT

Change near-term contribution pattern Alter UAL schedule, CEPPT

Achieve target funded status ADPs, POB, alter UAL schedule

Increase flexibility with required contributions ADPs, CEPPT



Managing Employer 
Contributions 2020



Case study-1: ADP
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Case study-1: ADP
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Case study-1: ADP
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Case study-1: ADP
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Case study-2a: Fresh Start

• Employer Goals:
• Create a level payment schedule

• Realize savings

• Shorten the period to paydown the UAL
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Case study-2a: Fresh Start

13



Case study-2b: ADP & 20-year Fresh Start

• Employer Goals:
• Create a level payment schedule

• Reduce future payments
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Case study-2b: ADP & 20-year Fresh Start
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Case study-3: Target funded status

• Employer Goals:
• Make level dollar ADPs for a specified period of time to reach a target 

funded status
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Case study-3: Target funded status
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Case study-3: Target funded status
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Pension Outlook



Pension Outlook 2020

• Registration/Log-in on CalPERS Website and User Manual
• https://www.calpers.ca.gov/page/employers/actuarial-resources/pension-

outlook-overview/pension-outlook

• Cost Projection Tool is Open to All Stakeholders

• Non-Pooled and Pooled Plans

• State and Schools plans

• Based on most recent valuation results at 6.30.20 

• Recently updated to model new actuarial assumptions adopted 
by the Board in November 2021
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The Path Forward – “Baseline”

• Baseline – Financial position at 6.30.20 projected forward with 
investment return of 7% each year

• Does not reflect Demographic changes in plan data beyond 
6.30.20

• PEPRA transition is defaulted to 15 Years
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The Path Forward - Baseline

22



The Path Forward - Baseline
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The Path Forward - Baseline
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The Path Forward – User Scenario 1

Model -

1. 21.3% Investment return for FY 2020-21

2. 6.80% Risk Mitigation Discount Rate

3. New actuarial assumptions adopted November 2021 
(retirement rates, mortality rates, etc.)
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The Path Forward – User Scenario 1
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The Path Forward – User Scenario 1
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The Path Forward – User Scenario 1
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The Path Forward – User Scenario 1
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Fiscal Year Cost (in $M)

1 - Miscellaneous Plan 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29 2029-30 2030-31

Payroll $59.06 $60.72 $62.42 $64.17 $65.96 $67.81 $69.71 $71.66 $73.67 $75.73

Baseline

Normal Cost $6.04 $6.11 $6.15 $6.20 $6.23 $6.27 $6.30 $6.33 $6.36 $6.39

UAL Payment $9.20 $10.20 $10.91 $11.67 $10.08 $10.60 $10.82 $11.05 $11.29 $11.53

Total Employer Cost $15.24 $16.32 $17.06 $17.87 $16.31 $16.87 $17.13 $17.39 $17.65 $17.91

Total Employer Rate 27.13% 26.89% 27.36% 27.88% 24.78% 24.94% 24.64% 24.35% 24.05% 23.76%

Scenario

Normal Cost $6.04 $6.11 $7.18 $7.21 $7.23 $7.24 $7.25 $7.26 $7.26 $7.26

UAL Payment $9.20 $10.20 $10.01 $9.92 $7.49 $7.16 $6.54 $6.77 $7.00 $7.24

Total Employer Cost $15.24 $16.32 $17.19 $17.13 $14.72 $14.41 $13.79 $14.03 $14.26 $14.49

Total Employer Rate 27.13% 26.89% 27.55% 26.69% 22.32% 21.24% 19.79% 19.58% 19.36% 19.14%

Impact on Cost

Total Employer Cost $0.00 $0.00 $0.13 ($0.74) ($1.59) ($2.47) ($3.33) ($3.36) ($3.39) ($3.42)

Total Employer Rate 0.00% 0.00% 0.18% -1.19% -2.47% -3.70% -4.85% -4.77% -4.69% -4.62%

 

Baseline 6/30/2021 6/30/2022 6/30/2023 6/30/2024 6/30/2025 6/30/2026 6/30/2027 6/30/2028 6/30/2029 6/30/2030

Accrued Liability $463.20 $484.97 $507.87 $531.96 $557.31 $583.99 $612.08 $641.67 $672.83 $705.67

Market Value of Assets $358.30 $382.53 $409.14 $437.93 $469.10 $500.38 $533.94 $569.61 $607.54 $647.87

UAL - Baseline $104.90 $102.44 $98.73 $94.04 $88.21 $83.61 $78.15 $72.06 $65.30 $57.81

Funded Ratio 77.35% 78.88% 80.56% 82.32% 84.17% 85.68% 87.23% 88.77% 90.30% 91.81%

Scenario

Accrued Liability $475.64 $498.41 $522.40 $547.67 $574.30 $602.36 $631.95 $663.15 $696.06 $730.77

Market Value of Assets $405.95 $432.75 $462.10 $493.97 $527.57 $560.58 $595.12 $630.97 $669.09 $709.63

UAL - Scenario $69.68 $65.66 $60.30 $53.70 $46.73 $41.78 $36.83 $32.18 $26.96 $21.14

Funded Ratio 85.35% 86.83% 88.46% 90.20% 91.86% 93.06% 94.17% 95.15% 96.13% 97.11%

 

Impact on UAL ($35.22) ($36.78) ($38.43) ($40.34) ($41.48) ($41.83) ($41.31) ($39.88) ($38.33) ($36.67)



The Path Forward – User Scenario 2

Model -

1. 21.3% Investment return for FY 2020-21

2. 6.80% Risk Mitigation Discount Rate

3. New actuarial assumptions adopted November 2021 
(retirement rates, mortality rates, etc.)

4. $50 mill ADP 
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The Path Forward – User Scenario 2
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The Path Forward – User Scenario 2
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The Path Forward – User Scenario 3

Model -

1. 21.3% Investment return for FY 2020-21

2. 6.80% Risk Mitigation Discount Rate

3. New actuarial assumptions adopted November 2021 
(retirement rates, mortality rates, etc.)

4. POB to fully fund UAL 

5. -20.0% investment return 
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The Path Forward – User Scenario 3
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POB to Fully Fund UAL -20% Return After POB



The Path Forward – Other Scenarios

Model:

1. 6.8% Discount Rate with 6.0% Returns

2. 6.8% Discount Rate with 6% Returns for 5 years, 6.8% 
thereafter

3. Impact of paydown programs – extra $X million paid for 
next 5 years

4. Volatile year to year investment returns

5. Many possible scenarios to be considered or budgeted for
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