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Funding SourcesFunding Sources
• Employee Contributions
• Investment Returns
• Employer Contributions
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74% of Funds*

* NASRA Historical Study



Public Pensions in CaliforniaPublic Pensions in California
• Well Managed
• Well Funded
• Investments are Relatively Safe
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Over the Long Term, the Pension “Promise”
Will be Met
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Interest Fluctuation Reserve (IFR)Interest Fluctuation Reserve (IFR)

• Historical: 
• Under 1937 Act - must set aside 1% of Assets

• Concept created when investments were entirely 
in bonds

• Investments were measured at cost (not market)

• Now
• Need to rethink IFR
• Much more volatility  in the markets
• Look at the impact of the funds during the 

36 month period of down markets
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Interest Fluctuation Reserve (IFR)Interest Fluctuation Reserve (IFR)

• Should rethink relationships between 
assets and assumptions

• Consider changing the IFR to the 
“Standard Deviation” of the Fund

• Would have greatly mitigated the 36 
months of down market

• Would have substantially helped reduce 
the impact on the Employer’s 
Contribution Rate
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Employer ContributionsEmployer Contributions

• Sensitive to a great number of 
factors:
• Economic Assumptions
• Demographics
• Benefit Changes
• Investment Performance
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Employer Contribution Rates
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Controlling Employer CostsControlling Employer Costs

• Improved Investment Returns
• Pension Obligation Bonds
• Negotiations to Reduce Benefits

(for future members)
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Normal Costs:Normal Costs:

• Ongoing annual cost payments 
made during the working life of a 
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Normal Costs and Cost of Living (COL)
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Normal CostsNormal Costs

• Continue to Rise
• Demographics of the workforce:

• Hire older; retire younger; live longer 
in retirement

• Not sure the increasing costs are 
sustainable 
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Retiree BenefitsRetiree Benefits

• For Career Employees Committed to
Public Sector Employment

• Are Not “overly generous”
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Health CostsHealth Costs

• An 87% increase in the past ten 
years

• A systemic problem
• Impact is especially hard on fixed 

income retirees

• An 87% increase in the past ten 
years

• A systemic problem
• Impact is especially hard on fixed 

income retirees



General
$1513

Safety
$3228

Average Retiree Benefit

$415$689Couple

$208$345Single

$444$790Single

Under 65 Highest Lowest

$888Couple

Over 65 Highest Lowest

Retiree Health Premiums

$1,185



From the Retirees
Perspective:
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1) The Benefit

2) The Funding



The Health Care Benefit is an 
issue between the Employer 
and Employee that can and 

does impact Retirees
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Questions We RaiseQuestions We Raise

• Will management and labor be 
willing to bargain and agree to fund 
a future “promise” for health care 
the way they have bargained for 
defined benefit retirement?

• Will they forego negotiating present 
day benefits for future entitlements
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