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Source:  US Dept of Education, Title II: https://title2.ed.gov/Public/Home.aspx
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Sources:  Chronicle of Higher Education: https://www.chronicle.com/interactives/freshmen-survey and 
UCLA/CIRP: https://heri.ucla.edu/publications-tfs/
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A large majority of teachers will serve 
out long careers

• Teachers in the 6 states will typically serve 25 or 
more years and leave service at age 58 or later.

• Nearly 7 out of 10 will serve until at least early 
retirement age under current pension rules.

• Many defer retirement past the first eligibility for 
retirement benefits

• Clearly the benefit designs for most teacher plans 
encourage this behavior

• The next slides provide context
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FY 2017 Teacher Service Distribution

9National Institute on Retirement Security



Typical teacher will serve 25 years and  
leave at age 58
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65% of Teachers Will Serve 20+ Years
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68% of Teachers Will Serve Until 
Retirement Eligibility
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But what if COVID-19 disrupts pattern? 
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This could lead to greater retirements than 
predicted with possible consequences

• Increased benefit payouts, potentially creating cash flow issues
• Increase in required contributions for pension plans
• Teacher shortages
• Where will replacement teachers be found?
• What is a Pension Board or School District to do?
• Will COVID be considered a “line of duty” disability (NYC schools has 

enacted this)
• Or (as has started in some states), will laws be adopted that limit liability for 

employers and others from claims relating to COVID-19 exposure? 
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What are implications if retirements 
spike? 
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Retirement 
Eligibility Rules

OPEB

Liability Payroll



Modeling Risk
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CalSTRS Review of Funding Levels and Risks
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Investment Risk
Potential for lower returns

and increased market volatility

Longevity Risk
Members living longer in retirement

Membership and Payroll
Growth Risk

Affects incoming contributions
if membership base declines
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Impact of Membership Fluctuations on Funded Status
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Modeling the Impact of a Recession and Recovery

• Scenario #1 – “Dot Com Bubble”
– 2000 to 2008 period

• Scenario #2 – “Financial Crisis
– 2008 to 2018 period

21
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Projected Funded Status and Contributions Rates 

Base Scenario
7% return each year

3.50% annual payroll growth

Funded Status in 2046: 99.9%

Unfunded Actuarial Obligation Eliminated by 2046

Employers’ Share YES

State’s Share YES

Unallocated NO
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Dot Com Bubble

Funded Status in 2046: 98.8%
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Recession and Recovery
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Financial Crisis
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Employers’ Share YES

State’s Share NO

Unallocated NO

24



Questions
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