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Pension Terminology

Defined Benefit Plan

 Guaranteed annual pension based on retirement age, years 
of service and salary, for example
 Public Sector – CalPERS

 Private Sector – Generally only very large employers

Defined Contribution Plan

 Employer contribution is a fixed dollar amount; benefit 
based on contributions and investment earnings
 Public Sector – 457 Plan

 Private Sector – 401(k) Plan



December 17, 2013 49

Pension Terminology (cont.)

Vested Rights: As determined by CA Supreme Court

 Employee must be eligible to continue earning benefit 
formula in place when hired.

 Cannot be reduced or eliminated unless traded for 
something of equal or greater value.

 Individual right, can not be negotiated away.
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Pension Terminology (cont.)

CalPERS Retirement formulas

 Options used to vary based on 

 Type of employer [State, School, Local Public Agency]

 Occupation [Miscellaneous (office and others), Safety]

 Contract between Agency and CalPERS

 New Law (PEPRA) now mandates formulas 

 Benefit is:
 Service x Final Average Compensation x Benefit Factor
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Pension Terminology (cont.)

CalPERS Retirement formulas - City has 4 different groups
 Miscellaneous :

Tier 1 3.0% @ 60
Tier 2 2.0% @ 60
Tier 3 2.5% @ 67

 Safety:
Tier 1 3.0% @ 50
Tier 2 3.0% @ 55
Tier 3 2.7% @ 57
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Pension Terminology (cont.)

Member Contributions
 Miscellaneous 

Tier 1 8%
Tier 2 7%
Tier 3 Employee pays 6.75%

 Safety:
Tier 1 9%
Tier 2 9%
Tier 3 Employee pays 12.25% 
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Miscellaneous

Note:  Miscellaneous has no benefit cap
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Benefit Factors
Miscellaneous

Age 3%@60 2%@60 PEPRA 2.5%@67
50 2.000% 1.092% n/a
51 2.100% 1.156% n/a
52 2.2 0% 1.224% 1.000%
53 2.300% 1.296% 1.100%
54 2.400% 1.376% 1.200%
55 2.500% 1.460% 1.300%
56 2.600% 1.552% 1.400%
57 2.700% 1.650% 1.500%
58 2.800% 1.758% 1.600%
59 2.900% 1.874% 1.700%
60 3.000% 2.000% 1.800%
61 3.000% 2.134% 1.900%
62 3.000% 2.272% 2.000%
63 3.000% 2.418% 2.100%
64 3.000% 2.418% 2.200%
65 3.000% 2.418% 2.300%
66 3.000% 2.418% 2.400%
67 3.000% 2.418% 2.500%

Member Contribution Rate
7% 8% ≈6%
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Pension Terminology (cont.)

CalPERS Retirement formulas

 City has 3 Miscellaneous formulas
[Retire at age 60 with $70,000 pay and 30 years City service]:
Tier 1 3.0% @ 60 3.0% x $70,000 x 30 =  $63,000

Tier 2 2.0% @ 60 2.0% x $66,000 x 30 =  $39,600

Tier 3 2.5% @ 67 1.8% x $66,000 x 30 =  $35,640




