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Today’s Objectives
1. Provide guidance on how to extract the most value from your 

June 30, 2020 actuarial report

2. Review 5-year contribution projections

3. Highlight Additional Discretionary Payment (ADP)

4. Asset Liability Management Outcomes

5. FY 2020-21 Investment return impact 

6. Answer any questions that we can!



Today’s Speakers
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Eddie W. Lee, ASA, EA, FCA, MAAA

Senior Pension Actuary
CalPERS

Email: Wingcheong.lee@calpers.ca.gov
Office: (916) 795-1829



Key Takeaways

Contribution Requirements for FY 2022-23
Funded Status of the Plans
5-Year Contribution Projections
FY 2020-21 Investment return impact
Asset Liability Management Outcomes
Alternatives for proactively managing 
Unfunded Accrued Liabilities 
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Background
Non-Pooled Plans / Pooled Plans
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Pooled Plans vs Non-Pooled Plans
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Pooled Plans
 Less than 100 active 

members
 2 Risk Pools

 Miscellaneous
 Safety

 Separate normal cost 
rate and report for each 
tier

 Gains/Losses shared 
across all pooled plans

Non-Pooled Plans
 More than 100 active 

members
 2 Types

 Miscellaneous
 Safety

 Combined normal cost rate 
for all tiers in one report

 Gains/losses determined for 
each non-pooled plan 
separately
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Non-pooled

STANDALONE 
REPORT

Find on
myCalPERS

Pooled

SECTION

1
Plan-specific info

Find on
myCalPERS

+
SECTION

2
Pool-wide info
Assumptions

Plan provisions

Find on
CalPERS website

Non-pooled and Pool Reports



Actuarial Report Highlights
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Common Questions
•What are the required contributions?
• Is the plan in good shape?
•Why did the required contributions change?
•Where are the required contributions headed?
•Are there any alternative UAL amortization 
schedules? 

•Where are the PEPRA members?
•What additional information is available in the 
reports?
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Non-Pooled & Pooled Plans
What are the required contributions? – Cover page

• Rates do not reflect any cost sharing information
• FY 2023-24 projection do not reflect :

• FY 2020-21 asset gain of 21.2%
• Change of discount rate for risk mitigation
• Other potential change in discount rate due to ALM
• Changes in demographic assumptions from the Experience 

Study 
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Non-Pooled & Pooled Plans
What are the required contributions? – Page 4
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Non-Pooled & Pooled Plans
What are the required contributions? 
• 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

14



15

UAL Invoice July 1, 2021



Non-Pooled & Pooled Plans
Is the plan in good shape? – Page 6 

Plan’s Funded Status

• Unfunded Liability = UAL = Unfunded Accrued Liability
• Funded Ratio is one indicator of the plan’s health
• Information as of June 30, 2020
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June 30, 2019 June 30, 2020

1. Present Value of Projected Benefits $407,677,223 $423,676,708

2. Entry Age Accrued Liability 359,120,519 373,699,332

3. Market Value of Assets (MVA) 243,710,833 254,170,783

4. Unfunded Accrued Liability (UAL) [(2) – (3)] $115,409,686 $119,528,549

5. Funded Ratio [(3) / (2)] 67.9% 68.0%



Non-Pooled
Why did the required contributions change?  Page 15    
(Gain)/Loss Analysis 6/30/19 – 6/30/20

• Expected liability and asset values compared with actual values
• Explains changes to the UAL amount
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1. Total (Gain)/Loss for the Year

a) Unfunded Accrued Liability (UAL) as of 6/30/19 $115,409,686
b) Expected Payment on the UAL during 2019-20 9,693,252
c) Interest through 6/30/20 [.07 x (1a) - ((1.07)½ - 1) x (1b)] 7,561,045
d) Expected UAL before all other changes [(1a) - (1b) + (1c)] 113,277,479
e) Change due to plan changes 0
f) Change due to AL Significant Increase 0
g) Change due to assumption change 0
h) Change due to method change 0
i) Expected UAL after all other changes [(1d) + (1e) + (1f) + (1g) + (1h)] 113,277,479
j) Actual UAL as of 6/30/20 119,528,549
k) Total (Gain)/Loss for 2019-20 [(1j) - (1i)] $6,251,070

2. Contribution (Gain)/Loss for the Year

g) Contribution (Gain)/Loss [(2e) - (2f)] $176,708
3. Investment (Gain)/Loss for the Year

j) Investment (Gain)/Loss [(3h) - (3i)] $5,951,202
4. Liability (Gain)/Loss for the Year

d) Liability (Gain)/Loss [(4a) - (4b) - (4c)] $123,160

5. Non-Investment (Gain)/Loss for the Year

c) Non-Investment (Gain)/Loss [(5a) + (5b)] $299,868



Pooled Plans

Why did my required 
contributions change? 

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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Non-Pooled & Pooled Plans
Where are the projected contributions – Page 6

• Assumes expected return for FY2020-21 and thereafter
• Does not reflect FY 2020-21 investment gain
• Does not reflect any potential change in discount rate 

• No demographic gains or losses after 6/30/20 included
• Does not include impact of Experience Study currently underway

• For non-pooled plans, Normal Cost % reflects increasing PEPRA membership
• Total as % of Payroll for illustration purposes only
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Non-Pooled & Pooled Plans

Additional Discretion Payments (ADP) – Page 5

• ADPs assumed to be paid in the middle of the year
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Discount Rate Change
• 7.00% discount rate used in June 30, 2020 valuation 
• Risk Mitigation Policy Event triggered

• FY 2020-21 investment return of 21.3%
• Discount rate reduced to 6.80%
• Lower discount rates result in higher accrued liabilities and normal costs
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Asset Liability Management ALM
• Asset Liability Management 

(ALM) Process
• Conducted every 4 years
• Various presentation to Board 

during 2021
• Webinars to stakeholders during 

2021
• Review of Asset Allocation of the 

Public Employers Retirement 
Fund (PERF)

• Experience Review of 
demographic assumption

• 6.8% discount rate
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Recent and Prospective Changes 
• Effective for June 30, 2019 valuation

• New Amortization Policy
• Impacts FY 2021-22 rates for public agencies
• Prospective only (existing bases not affected)

• Effective for June 30, 2021 valuation
• 6.80% discount rate
• Updated demographic assumptions

• Impact FY 2023-24 contributions

23



ALM Impact  
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CalPERS Board Meeting, Investment Committee November 2021



Non-Pooled & Pooled Plans
Are there any alternative UAL Amortization 
Schedules?

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   (Page 16 /Page 11)

26



27

Amortization Schedule and Alternatives



Managing Employer Contributions

How much savings will ADPs generate?
• Excel tool developed to estimate savings for Additional 

Discretionary Payments (ADP) and Fresh Starts
• Contact your actuary if you are interested in this tool

• Pension Outlook Tool 
• Run ADP scenarios 
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Managing Employer Contributions
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Managing Employer Contributions
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Projection of FY 2020-21 Investment Earnings



Non-Pooled Plans – Page 22/23

Where are the 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 on page 22/23
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Non-Pooled Plans

Normal Cost for Each Group/Tier 
• Page 21/22
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Pooled Plans

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

Additional information – NP p25/26 / P p17/18
Real Rate of Return Sensitivity
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Non-Pooled & Pooled Plans

Additional information – NP p25/26 / P p17/18
Price Inflation Sensitivity
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Non-Pooled & Pooled Plans

Additional information – NP p25/26 / P p17/18

Mortality Rate Sensitivity
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Comparison of Impacts to Changes in 
Different Assumptions

Real Rate of Return Sensitivity

Inflation Sensitivity

Mortality Sensitivity
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-1% Change +1% Change

AL Change +$48.8 million (+13.6%) -$40.4 million (-10.8%)

NC% Change 
in Payroll

+4.50% -3.41%

-1% Change +1% Change

AL Change +$19.6 million (+5.2%) -$25.6 million (-6.9%)

NC% Change 
in Payroll

+1.22% -1.41%

-10% Change +10% Change

AL Change +$7.8 million (+2.1%) -$7.2 million (-1.9%)

NC% Change 
in Payroll

+0.29% -0.27%



Non-Pooled & Pooled Plans
Additional information – NP p28/29 / P p20/21

• 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

38



Covid-19 Impact on the Actuarial Valuation

Period 
Covered

Actuarial 
Valuation 

First Fiscal Year for 
Contributions Impact

Jan 1, 2020 – June 30, 2020 June 30, 2020 Fiscal Year 2022-2023

July 1, 2020 – June 30, 2021 June 30, 2021 Fiscal Year 2023-2024
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Other information

40

Actuarial Assumptions
- Appendix A

Benefit Provisions
- non-pooled plans Appendix B
- pooled plans – page 18

Participant Data
- non-pooled plans – Appendix C
- Pooled plans – page 18



Pension Outlook
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Pension Outlook
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 Models Funded Status, Employer Rates and Total 
Costs under Investment Scenarios chosen by User

 Impact of Potential Discount Rate Changes
 Impact of ADP’s
 Impact of PEPRA on future costs
 Budgeting schedule available
 Available to all stakeholders/interested parties at 

https://www.calpers.ca.gov/page/employers/actuarial-
resources/pension-outlook-overview

 Timeline  Updated version in September  



Pension Outlook – Employer View
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Contacting Your Actuary

Call the Customer Support Center
• 1-888-CalPERS (1-888-225-7377)

Plan actuary’s name appears on page 1 of the annual report
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Key Takeaways

Contribution Requirements for FY 2022-23
Funded Status of the Plans
5-Year Contribution Projections
Alternatives for proactively managing 
Unfunded Accrued Liabilities
FY 2020-21 Investment return impact
Attend CalPERS Virtual Educational Forum
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