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funding shortfalls for Other 
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Independent Pension 
Systems

Assessing the funded status 

 
Unfunded Actuarial Accrued 

 as reported 

Going for Broke: Reforming 
California’s Public Employee Pension Systems, 

The Liabilities and Risks 
of State-Sponsored Pension Plans, Journal of 
Economic Perspectives

Betts v. Board of Administration 

Figure 1 
Recent San Mateo County Employees’ Retirement 
Association Communication

The Economy, SamCERA and You. 
Should I be concerned for my benefits or my member account due to 

the current economic crisis? 

NO. 
Both your SamCERA benefits and your SamCERA account balance are 

protected against any declines due to the economic crisis. 

SamCERA benefits are NOT based on investment earnings. 
At retirement your benefit will be calculated based on a formula that 

uses your years of service as a member of the system, your final average 
salary, and your age. 

(Go to SamCERA.org to estimate your benefit at various years of 
service, final average salaries and ages.) 

Your benefits are guaranteed by your employer, the county of San 
Mateo. They do not fluctuate with the earnings or losses in the stock market 
or the strength or weakness of the economy. 

Your SamCERA account balance cannot be reduced. 
Your account earns interest based on the earnings of the fund and the 

fund’s assumed earnings rate. No matter what happens to the markets, 
your account will never decline nor will it be credited with more than 
the assumed rate (currently 7.75%) for any fiscal year. Your account will 
always be equal to your contributions plus the interest credited. The main 
use of account balances is for payouts to members who terminate. If you 
earn a lifetime retirement benefit, it will not be based on your account 
balance (see above). 

But doesn’t SamCERA need investment earnings to pay benefits? 
SamCERA’s goal is to earn an average of 7.75% over a long period of 

years. So while the fund lost value (-7.65%) in the 2007-2008 fiscal year 
and more during the first few months of the current fiscal year, over the three 
previous fiscal years the fund has had an average investment return of more 
than 14%. 

The Retirement Board maintains a diversified portfolio of domestic and 
international equities along with fixed income and real estate investments. 
The board, investment staff and investment and actuarial consultants expect 
the fund to continue to earn its assumed return of 7.75% over the long term. 

But to reiterate the main point of this flyer, your retirement benefits are 
guaranteed by your employer, regardless of the earnings or losses of the 
retirement fund.

Highlights, http://www.samcera.org  



Going for Broke, and it is slightly 
higher than recently reported 

Table 1 
Reported and Estimated UAAL, June 2008 ($ millions)

Pension System Reported, 2008 2008 (6% discount rate) 2008 (4% discount rate)
Alameda County Employees’ Retirement Association 893.9 3,109.0 6,279.8 
City of Fresno, All Systems (527.7)a 170.7 1,078.0 
City of Los Angeles Fire and Police Employees’ System 125.8 5,837.2 14,012.9
City of Los Angeles City Employees’ Retirement System 1,748.1 6,222.4 12,627.4
City of Los Angeles Water and Power Employees’ System 371.3 3,418.7 7,781.2
City of Los Angeles, All Systems 2,245.2 15,478.4 34,421.5
City of San Jose, All Systems 733.9 2,640.9 5,245.0
Contra Costa County Employees’ Retirement Association 690.0 2,804.5 6,111.9
East Bay Municipal Utility District Retirement System 344.1 916.1 1,659.3
Fresno County Employees’ Retirement Association 617.6 1,989.5 3,953.4
Kern County Employees’ Retirement Association 1,017.2 2,275.7 4,291.9
Los Angeles County Employees’ Retirement Association 2,313.3 16,701.8 39,753.7
Marin County Employees’ Retirement Association 283.7 991.5 2,004.7
Merced County Employees’ Retirement Association 203.9 507.0 914.0
Orange County Employees’ Retirement System 3,112.3 6,835.2 12,799.6 
Sacramento County Employees’ Retirement System 432.6 2,794.0 6,362.3
San Bernardino County Employees’ Retirement Association 432.1 3,141.4 7,019.8
San Diego City Employees’ Retirement System 1,303.2 3,347.4 6,622.4
San Diego County Employees’ Retirement Association 485.4 4,493.0 9,699.4
San Francisco City and County Employees’ Retirement System (582.6)a 5,560.7 14,354.6 
San Joaquin County Employees’ Retirement Association 304.6 1,238.3 2,575.0
San Mateo County Employees’ Retirement Association 587.3 1,549.2 3,090.3
Santa Barbara County Employees’ Retirement System 244.5 1,177.1 2,433.1
Sonoma County Employees’ Retirement Association 301.9 1,038.9 2,093.8
Stanislaus County Employees’ Retirement Association 231.7 909.7 1,820.5
Tulare County Employees’ Retirement Association 67.4 424.0 956.9
Ventura County Employees’ Retirement Association 290.0 1,628.3 3,544.0
Sub-total 16,025.2 81,722.1 179,084.9
Small independent systems (9% of total) 1,442.3 7,355.0 16,117.6
Grand total 17,467.5 89,077.1 195,202.5

a Negative values reflect surpluses.
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As indicated, the highest funded 

percent, virtually identical to 

average funded level for all 

do not include the decline in as

 

Daily Treasury Long-Term Rates, http://www.ustreas.gov/offices/domestic-finance/debt-management/interest-rate/
ltcompositeindex.shtml

Going for Broke,

Figure 2  
Reported UAAL, 2008-2009
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Table 2 
Reported and Estimated Funded Levels, June 2008

System Reported, 2008 2008 (6% discount rate) 2008 (4% discount rate)

Alameda County Employees’ Retirement Association 83.9% 59.9% 42.5%

City of Fresno, All Systems 134.7% 92.3% 65.5%

City of Los Angeles Fire and Police Employees’ System 99.1% 70.8% 50.2%

City of Los Angeles City Employees’ Retirement System 84.4% 60.3% 42.8%

City of Los Angeles Water and Power Employees’ System 95.1% 67.9% 48.2%

City of Los Angeles, All Systems 93.2% 66.6% 47.3%

City of San Jose, All Systems 83.5% 58.5% 41.5%

Contra Costa County Employees’ Retirement Association 88.5% 65.3% 46.4%

East Bay Municipal Utility District Retirement System 72.4% 49.6% 35.2%

Fresno County Employees’ Retirement Association 82.0% 58.6% 41.6%

Kern County Employees’ Retirement Association 72.3% 53.8% 38.2%

Los Angeles County Employees’ Retirement Association 94.5% 70.4% 49.9%

Marin County Employees’ Retirement Association 84.0% 60.0% 42.6%

Merced County Employees’ Retirement Association 70.5% 49.1% 34.8%

Orange County Employees’ Retirement System 71.3% 53.1% 37.7%

Sacramento County Employees’ Retirement System 93.2% 68.0% 48.2%

San Bernardino County Employees’ Retirement Association 93.6% 66.9% 47.5%

San Diego City Employees’ Retirement System 78.2% 58.2% 41.3%

San Diego County Employees’ Retirement Association 94.4% 64.7% 45.9%

San Francisco City and County Employees’ Retirement System 103.8% 74.1% 52.6%

San Joaquin County Employees’ Retirement Association 87.0% 62.1% 44.1%

San Mateo County Employees’ Retirement Association 79.1% 58.9% 41.8%

Santa Barbara County Employees’ Retirement System 88.6% 61.7% 43.8%

Sonoma County Employees’ Retirement Association 83.6% 59.7% 42.4%

Stanislaus County Employees’ Retirement Association 95.7% 59.1% 42.0%

Tulare County Employees’ Retirement Association 92.9% 67.5% 47.9%

Ventura County Employees’ Retirement Association 91.3% 65.2% 46.3%

CalPERS 84.3% 62.8% 44.6%

Average 88.3% 63.0% 44.7%
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 These 

in asset values and increases 

Reported Changes in  
Asset Values

changes to their actuarial value 

declines in their asset values 

These increases are surprising 

 
This surprisingly strong 

periods  or to recent changes 
in accounting guidelines that 

 Prior to 

Figure 3 
Reported Change in Asset Values, 2008-2009
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of asset decline suggest that at 

for independent pension 

role in increasing unfunded 

report increased at an average 
rates in the second half of this 

 

Figure 4 
Average Annual Changes in Liabilities, 1996-2008
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Pensions and Other Post 
Employment Benefits

In addition to the challenges 

face funding challenges for 

 
Although unfunded pension 

larger, the relative funding status 

pension share of total unfunded 

or guarantee as pension 

 

 and Kern 

 Recent 

actuaries suggest that higher 

Pension and OPEB Share of 
Covered Payroll

The ratio of unfunded 

A ratio of one indicates that 

covered payroll also provides 

 

of covered payroll for large 

health than independent pension 
 

Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2009

Comprehensive Annual Financial Report: Fiscal Year Ended June 30, 2009, 

Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2009,



Table 3 
Pension and OPEB UAAL, 2008 ($ millions)

System/Governmental Entity Pension UAAL (4% 
discount rate) OPEB reported, 2008 Pension/Total

Alameda County 6,279.8 221.5 96.6%

City of Fresno 1,078.0 128.8 89.3%

City of Los Angeles Fire and Police 14,012.9 1,069.2 92.9%

City of Los Angeles City Employees 12,627.4 585.1 95.6%

City of Los Angeles Water and Power 7,781.2 638.5 92.4%

City of Los Angeles, Total 34,421.5 2,292.8 93.8%

City of San Jose 5,245.0 1,141.0a 82.1%

Contra Costa County 6,111.9 1,859.0 76.7%

East Bay Municipal Utility District 1,659.3 130.0a 92.7%

Fresno County 3,953.4 NA NA

Kern County 4,291.9 103.3 97.7%

Los Angeles County 39,753.7 21,863.6 64.5%

Marin County 2,004.7 378.2b 84.1%

Merced County 914.0 97.3c 90.4%

Orange County 12,799.6 408.3 96.9%

Sacramento County 6,362.3 245.6 96.3%

San Bernardino County 7,019.8 NA NA

San Diego City 6,622.4 1,206.1 84.6%

San Diego County 9,699.4 199.4 98.0%

San Francisco City and County 14,354.6 4,036.3c 78.1%

San Joaquin County 2,575.0 28.1 98.9%

San Mateo County 3,090.3 102.4c 96.8%

Santa Barbara County 2,433.1 173.4c 93.3%

Sonoma County 2,093.8 258.7c 89.0%

Stanislaus County 1,820.5 39.8 97.9%

Tulare County 956.9 12.4 98.7%

Ventura County 3,544.0 34.4 99.0%

Total 179,084.9 37,253.2 91.1% d
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Table 4 
2008 Pension, OPEB UAAL Share of Covered Payroll

Pension UAAL  
(4% discount rate) share 

of covered payroll

Reported OPEB UAAL 
share of covered payroll

OPEB plus Pension  
UAAL share of covered 

payroll total

Alameda County Employees’ Retirement Association 7.27 0.26 7.52 

City of Fresno, All Systems 4.65 0.60 5.24 

City of Los Angeles Fire and Police Employees’ System 11.61 0.89 12.50 

City of Los Angeles City Employees’ Retirement System 6.39 0.30 6.68 

City of Los Angeles Water and Power Employees’ System 10.98 0.90 11.88 

City of Los Angeles, All Systems 8.84 0.59 9.43 

City of San Jose, All Systems 9.66 2.25a 11.91 

Contra Costa County Employees’ Retirement Association 8.67 2.97 11.64 

East Bay Municipal Utility District Retirement System 10.47 0.82a 11.29 

Kern County Employees’ Retirement Association 8.89 0.21 9.10 

Los Angeles County Employees’ Retirement Association 6.49 3.57 10.06 

Marin County Retirement Association 9.35 2.15 11.50 

Merced County Employees’ Retirement Association 8.37 0.89c 9.26 

Orange County Employees’ Retirement System 8.15 0.35 8.51 

Sacramento County Employees’ Retirement System 7.05 0.30 7.35 

San Diego City Employees’ Retirement System 12.36 2.17 14.53 

San Diego County Employees’ Retirement Association 8.54 0.18 8.72 

San Francisco City and County Employees’ Retirement System 5.84 1.95a 7.79 

San Joaquin County Employees’ Retirement Association 6.82 0.13 6.95 

San Mateo County Employees’ Retirement Association 7.42 0.25c 7.67 

Santa Barbara County Employees’ Retirement System 7.92 0.57c 8.48 

Sonoma County Employees’ Retirement Association 6.26 0.84c 7.10 

Stanislaus County Employees’ Retirement Association 7.52 0.18 7.70 

Tulare County Employees’ Retirement Association 4.22 0.05 4.27 

Ventura County Employees’ Retirement Association 5.91 0.07 5.99 

Average 7.99 0.92 8.91



Figure 5 
Estimated Share of Covered Payroll Required for Unfunded Pension, OPEB Liabilities
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using an extended period to 

the share of covered payroll 
necessary to reduce unfunded 

 
As indicated, the unfunded 

covered payroll for the city 

unfunded 

of payroll to cover ongoing 

 In short, 

pension costs currently ranges 

 

 

Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2009

Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2009,

Los Angeles County Employees’ Retirement Association, Comprehensive Annual Financial Report 2009,



Reforms Going Forward

state level, enacted as part of 

election results also suggest 

 

transparency for state pension 

the governor, and the treasurer 

clude recalculations of those rates 

 

independent local pension 

further restrictions on pension 

Conclusions

http://senate.ca.gov

http://senate.ca.gov
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Table 5 
November 2, 2010 Election Results for Pension Reform Measures

Jurisdiction Measure Result Description

Carlsbad G Passed 
64-36%

Gives residents control over future increases in the pension benefits for safety employees. Locks in 
place benefit reductions for new safety employees negotiated by the City Council in July 2010. 

Pacific Grove R Passed 
74-26

Conforms “Sustainable Retirement Benefit Reform Initiative” passed by the City Council in July 
2010. Caps city contributions to employee pension benefits at 10% of workers’ salaries.

Bakersfield D Passed 
55-45

Changes public safety benefit formula for employees hired after 1/1/2011 from 3% at 50 to 2% 
at 50. Requires public safety employees to pay 100% of retirement contributions in all years, as 
opposed to current requirement of first five.

Redding A Passed 
64-36

Advisory measure that authorizes City of Redding to negotiate with city workers over whether they 
should pay a portion of the City’s pension contributions to CalPERS. Currently, City pays 9% of the 
base salary of police officers and fire fighters to CalPERS, and 7% for all other workers.

B Passed 
70-30

Advisory measure that requires city workers to work for a minimum of five years before City would 
start contributing to retiree health insurance premium costs.

Riverside County L Passed  
52-48

Requires a public vote to raise or lower public safety workers’ retirement benefits.

M Passed 
61-39

Put on ballot by Riverside County Supervisors in response to Measure L. Would require public to 
vote on increases in public safety workers’ retirement benefits, but Riverside County Supervisors 
would retain the ability to reduce benefits without voter approval.

Menlo Park L Passed 
72-28

Raises the retirement age for newly hired city employees from 55 to 60. Will also cap employee 
pension benefits at 2% of an employee’s highest average base salary earned over three 
consecutive years for up to 30 years of service. Employees currently receive 2.7% of highest 
annual salary for up to 30 years of service. This reform does not apply to police officers.

San Francisco B Failed  
58-42

Increases employee contributions to the Retirement System for retirement benefits; decreases 
employer contributions to the Health Service System for health benefits for employees, retirees 
and their dependents; and change rules for arbitration proceedings about City collective bargaining 
agreements.

San Jose V Passed 
67-33

Limits the use of outside arbitrators in settling police and fire contracts.

W Passed 
72-28

Will remove language from the San Jose City Charter that defines the rules for the age at which 
city employees can retire, as well as how much the City must pay into their pension fund. The San 
Jose City Council will then have the flexibility to make decisions on these rules.
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