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Ensuring a Sound and Sustainable Pension Fund

February
•	  CalPERS adopts 

an asset allocation 
mix that lowers 
investment risk 
but largely keeps 
investment strategy 
unchanged

•	  CalPERS also adopts 
new demographic 
assumptions that 
take into account 
public employees 
living longer

November
•	CalPERS staff 

provide the annual 
assessment of the 
funded status of 
the plan and overall 
soundness and 
sustainability

February
•	CalPERS staff holds 

a workshop to begin 
identifying additional 
pension funding risk 
mitigation strategies 
to further reduce risk

April
•	CalPERS staff 

continued discussion  
and review of  
investment portfolio  
priorities

Historical Decisions
2014 2015

Draft 7/13/16 1.0

As stewards of the System, CalPERS must ensure that the pension fund is  
sustainable over multiple generations. Our strategic plan calls for us to take  
an integrated view of our assets and liabilities and to take steps designed  
to mitigate risks over the long-term.

2018

February
•	  CalPERS Board to review 

for approval of PERF Asset 
Allocation and Actuarial 
Assumptions

April
•	  CalPERS Board to review for 

approval of other defined 
benefit plans (i.e. Legislators’, 
Judges’, and Judges’ II) Asset 
Allocation and Actuarial 
Assumptions

July
•	Announcement of annual 

investment returns 

•	Implement approved Asset 
Allocation

 

September
•	Notification of Risk Mitigation 

Policy Thresholds to FAC

•	CalPERS staff to present the 
annual Pension Funding Level & 
Risk Report with performance 
measures to FAC

2016

June
•	CalPERS staff to present Capital 

Market Outlook to Investment 
Committee (IC)

•	  CalPERS IC to review for approval 
the retention of the interim asset 
allocation targets

July
•	CalPERS staff to present  

educational workshop for 
Portfolio Priorities and 
Benchmark Implications

•	Announcement of annual 
investment returns

September
•	Notification of Risk Mitigation 

Policy Thresholds to Finance and 
Administration Committee (FAC)

•	CalPERS staff to present the 
annual Pension Funding Level & 
Risk Report with performance 
measures to FAC

Future Reviews and Decisions
2017

January
•	CalPERS staff to present 

educational workshop for  Policy 
Benchmark Review Findings and 
Asset  Class Roles 

June 
•	  CalPERS IC to review for 

approval of Capital Market & 
Economic  Assumptions for 
2018-2028

•	CalPERS FAC to review draft 
Experience Study that looks at 
lifespan, workforce changes, and 
payroll trends 

July
•	Announcement of annual 

investment returns

July/August
•	CalPERS staff to present 

education workshop to review 
Key Risks for asset liability 
management

September
•	Notification of Risk Mitigation 

Policy Thresholds to FAC

•	CalPERS staff to present the 
annual Pension Funding Level & 
Risk Report with performance 
measures to FAC

November
•	CalPERS staff to present 

education workshop on asset 
liability management

•	Final Experience Study 
presented to FAC with 
discussion on new actuarial 
assumptions

November
•	CalPERS staff 

presented the annual 
Pension Funding Level 
& Risk Report

•	  CalPERS adopts 
the Funding Risk 
Mitigation Policy

Bolded items are actionable by Board Committees and/or Board of Administration



ALM Review Cycle Components & History
Asset Allocation (including expected investment return)
This process includes a review of the current Asset Allocation and the role each asset class plays within the portfolio.  
It looks at risk tolerances for each asset class and most importantly, provides Capital Market Assumptions that reflect  
the expectations of what the financial markets will deliver.

Asset Allocations were reviewed in 2014, 2010, 2007 and 2004

Actuarial Assumptions (including Discount Rate)
Economic Assumptions include the Discount Rate, and wage and price inflation projections; Demographic Assumptions  
include retirement, employment and mortality rate projections. The Discount Rate is the long term interest rate used to  
fund future pension benefits.

Economic Assumptions were reviewed in 2014, 2012 and 2004

Demographic Assumptions were reviewed in 2014, 2010 and 2004

Discount Rate was reviewed in 2012 (changed from 7.75 to 7.5%), 2011 (no change)  
and 2004 (changed from 8.25 to 7.75%)

Funding Levels & Risk Report
An annual assessment of the funded status and overall soundness and sustainability of the plan, beginning in 2012.

Funding Risk Mitigation Policy
CalPERS Board of Administration approved November 2015.

Sustainable Funding
	 •	 Fiduciary duty
	 •	 Constitutional authority
	 •	 Statutory requirement

	 •	 Professional standards

Asset Allocation
(Risk Assumptions and  

Capital Market Assumptions)

Currently reviewed every four years  
per Board policy

Actuarial Assumptions
(Economic and Demographic  

Assumptions, and Review 
 of Current Discount Rate)

Currently reviewed every four years
per Board policy

Asset Liability Management (ALM)
The ALM is an integrated review of our assets and liabilities to inform decisions designed to achieve a sound and sustainable 
fund. It is an innovative and transparent approach to guide the Board in sound decision making.
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