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Outline

●Historical performance perspective on 5% vs 4.5% draw rate
–Last 25 years.
–Last 100 years.

●Senate Bill 274A mechanics.

●20-year projections of  SB274A and status quo 5% draw.
– Annual draw in dollars.
– Annual market value.
– Change in draw and EMV.
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APFC Total Fund Cumulative Return vs CPI + 5%
The Impact of Changing Time Periods

● Looking at the 25-year time 
period, the Fund has spent 
most of its history behind the 
CPI+5% target.

● This stems from the starting 
point, the Dot.Com bubble 
burst happening right at the 
beginning of the period.

● A 25-year period with three 
major market dislocations, 
one right at the beginning, 
makes the CPI+5% target 
challenging.

● This also illustrates the 
power of “cherry picking” 
time periods when using 
performance to make your 
point. 
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APFC Total Fund Cumulative Return vs CPI + 4.5%
The Impact of a 0.5% Reduction in the Target

● Over the 25-year period the 
Fund has ultimately caught 
up to a 4.5% target.

● Admittedly, due to the slow 
start, the Fund was behind 
even this lower target for 
most of this period.
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Rolling 10-Year Real Returns vs 5%
70% US Stocks (S&P 500), 30% US Bonds (Aggregate)

● Over the last 100 years, 
a 70/30 mix generated a 
10-year annualized Real 
Return above 5.0% in 
64% of periods.
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Rolling 10-Year Real Returns vs 4.5%
70% US Stocks (S&P 500), 30% US Bonds (Aggregate)

● Over the last 100 years 
a 70/30 mix generated a 
10-year annualized Real 
Return above 4.5% in 
71% of periods.
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Historical 5.0% Draw with ERA Limit

Historical Simulation – 5.0% Draw Rule with ERA Limits
History versus 5.0% Rule

● Orange bars show what the 
historical draw would have been 
using a 5.0% draw formula 
without the ERA limit.

● Blue bars show draws under the 
5.0% rule with the ERA limit.

● ERA would have limited draw in 
multiple years (‘04, ‘09, ‘10, ’12, 
‘13, ‘14, and ‘24).

● In 2009, the ERA limit would 
have wiped out almost the 
entire draw.

● This was due to a low starting 
ERA and realized losses 
resulting in negative SNI.

● Inflation proofing is zero in 
years where draw is limited.

What happened in 2009? 
A) Beginning ERA balance was low. 
B) Statutory Net Income was negative due to the 

realization of losses from 2008.

Cumulative Draw: $41.2B

*Back simulation output represents estimates of distributions based on the current draw formula, actual historical 
total and statutory returns, formulaic inflation proofing, no ad hoc appropriations, and formulaic ERA mechanics.
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Historical 4.5% Draw with ERA Limit

Historical Simulation – 4.5% Draw Rule with ERA Limits
History versus 4.5% Rule

● Orange bars show what the 
historical draw would have been 
using a 4.5% draw formula 
without the ERA limit.

● Blue bars show draws under a 
4.5% rule with the ERA limit.

● The ERA would have reduced 
the draw in ’09, ‘10, and ‘13.

● The draw target would have 
been met in all other years.

● Cumulative draw was $1.1B 
less than 5% rule.

● Draw was less volatile relative 
to 5% rule.

*Back simulation output represents estimates of distributions based on the current draw formula, actual historical 
total and statutory returns, formulaic inflation proofing, no ad hoc appropriations, and formulaic ERA mechanics.

Cumulative Draw: $40.1B



9

Fiscal Year SB274A Rate
2026 5.0%
2027 5.0%
2028 5.0%
2029 4.9%
2030 4.8%
2031 4.7%
2032 4.6%
2033 4.5%
2034 4.5%
2035 4.5%
2036 4.5%
2037 4.5%
2038 4.5%
2039 4.5%
2040 4.5%
2041 4.5%
2042 4.5%
2043 4.5%
2044 4.5%
2045 4.5%

Draw Mechanics
SB274A Draw Mechanics with Lookback

● In 2033 the draw reaches 4.5%.

● At this point the market values 
used in the 5-year average 
have largely not been impacted 
by the draw reduction.

● In 2039 the formula finally 
absorbs the full effect of the 
4.5% draw into the market 
value average.

5-Year
Average

5-Year
Average

2039 is first year when 4.5% 
Draw is fully absorbed into 

five-year market value average.
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Draw Comparison
Deterministic Projection

● This table compares the 
projected annual draw under 
each formula assuming median 
investment results.

● The draws are the same 
through 2028 and then begin to 
gradually diverge.

● The SB274A draw grows 
modestly through 2035, then 
grows faster than the 5% draw 
thereafter.

● The projected crossover point in 
dollar terms is 2055, outside the 
projection period shown on the 
chart.

Annual Draw
Fiscal Year 5% Draw SB274A
2026 $3,798,888 $3,798,888
2027 $3,996,865 $3,996,865
2028 $4,075,582 $4,075,582
2029 $4,214,219 $4,129,935
2030 $4,363,003 $4,188,483
2031 $4,514,842 $4,244,801
2032 $4,648,479 $4,280,049
2033 $4,785,784 $4,315,931
2034 $4,927,862 $4,453,103
2035 $5,074,510 $4,599,603
2036 $5,225,960 $4,755,254
2037 $5,382,412 $4,919,720
2038 $5,543,974 $5,092,449
2039 $5,710,226 $5,272,301
2040 $5,881,015 $5,458,266
2041 $6,056,465 $5,650,423
2042 $6,236,820 $5,848,989
2043 $6,422,093 $6,054,003
2044 $6,612,637 $6,265,828
2045 $6,808,605 $6,484,672
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Change in Draw Comparison
Deterministic Projection

● This table compares the 
projected annual change in the 
draw under each formula 
assuming median investment 
results.

● The orange cells show the 
years when the annual increase 
in the SB274A draw exceeds 
the increase in the 5% draw in 
dollar terms.

Change in Draw
Fiscal Year 5% Draw SB274A
2026 NA NA
2027 $197,977 $197,977
2028 $78,717 $78,717
2029 $138,637 $54,352
2030 $148,784 $58,549
2031 $151,838 $56,318
2032 $133,638 $35,247
2033 $137,304 $35,882
2034 $142,079 $137,172
2035 $146,648 $146,500
2036 $151,449 $155,651
2037 $156,452 $164,466
2038 $161,562 $172,729
2039 $166,251 $179,852
2040 $170,789 $185,965
2041 $175,450 $192,157
2042 $180,355 $198,566
2043 $185,274 $205,013
2044 $190,544 $211,826
2045 $195,968 $218,844
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EMV Comparison
Deterministic Projection

● This table compares the 
projected annual ending market 
value under each formula 
assuming median investment 
results.

● The orange cells show the 
years when the EMV under the 
SB274A draw exceeds the EMV 
under the 5% draw.

● The SB274A EMV starts to 
exceed the 5% draw EMV in 
2029.

● By 2045 the difference is 
projected to be roughly $12.2 
billion.

Ending Market Value
Fiscal Year 5% Draw SB274A
2026 $87,646,506 $87,646,506
2027 $90,200,846 $90,200,846
2028 $92,890,341 $92,890,341
2029 $95,646,613 $95,737,046
2030 $98,463,643 $98,747,927
2031 $101,376,924 $101,971,689
2032 $104,408,714 $105,442,180
2033 $107,555,140 $109,168,135
2034 $110,791,548 $113,031,616
2035 $114,108,868 $117,021,917
2036 $117,533,165 $121,163,782
2037 $121,033,837 $125,425,776
2038 $124,634,080 $129,830,903
2039 $128,336,565 $134,382,399
2040 $132,144,331 $139,084,834
2041 $136,060,520 $143,943,036
2042 $140,088,249 $148,961,965
2043 $144,230,864 $154,146,911
2044 $148,491,585 $159,503,174
2045 $152,873,718 $165,036,231
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Change in EMV Comparison
Deterministic Projection

● This table compares the 
projected annual change in the 
ending market value under each 
formula assuming median 
investment results.

● The orange cells show the 
years when the change in EMV 
under the SB274A draw 
exceeds the change in EMV 
under the 5% draw.

Change in EMV
Fiscal Year 5% Draw SB274A
2026 NA NA
2027 $2,554,340 $2,554,340
2028 $2,689,495 $2,689,495
2029 $2,756,271 $2,846,705
2030 $2,817,031 $3,010,881
2031 $2,913,281 $3,223,762
2032 $3,031,790 $3,470,491
2033 $3,146,427 $3,725,955
2034 $3,236,407 $3,863,480
2035 $3,317,321 $3,990,301
2036 $3,424,296 $4,141,866
2037 $3,500,672 $4,261,994
2038 $3,600,243 $4,405,127
2039 $3,702,485 $4,551,496
2040 $3,807,767 $4,702,435
2041 $3,916,188 $4,858,202
2042 $4,027,730 $5,018,928
2043 $4,142,614 $5,184,947
2044 $4,260,721 $5,356,263
2045 $4,382,133 $5,533,056
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Information contained in this document may include confidential, trade secret and/or proprietary information of Callan and the client. It is incumbent upon the user to maintain such 
information in strict confidence. Neither this document nor any specific information contained herein is to be used other than by the intended recipient for its intended purpose.

The content of this document is particular to the client and should not be relied upon by any other individual or entity. There can be no assurance that the performance of any 
account or investment will be comparable to the performance information presented in this document. 

Certain information herein has been compiled by Callan from a variety of sources believed to be reliable but for which Callan has not necessarily verified for accuracy or 
completeness.  Information contained herein may not be current.  Callan has no obligation to bring current the information contained herein.

Callan’s performance, market value, and, if applicable, liability calculations are inherently estimates based on data available at the time each calculation is performed and may later 
be determined to be incorrect or require subsequent material adjustment due to many variables including, but not limited to, reliance on third party data, differences in calculation 
methodology, presence of illiquid assets, the timing and magnitude of unrecognized cash flows, and other data/assumptions needed to prepare such estimated calculations.  In no 
event should the performance measurement and reporting services provided by Callan be used in the calculation, deliberation, policy determination, or any other action of the client 
as it pertains to determining amounts, timing or activity of contribution levels or funding amounts, rebalancing activity, benefit payments, distribution amounts, and/or performance-
based fee amounts, unless the client understands and accepts the inherent limitations of Callan’s estimated performance, market value, and liability calculations.

Callan’s performance measurement service reports estimated returns for a portfolio and compares them against relevant benchmarks and peer groups, as appropriate; such service 
may also report on historical portfolio holdings, comparing them to holdings of relevant benchmarks and peer groups, as appropriate (“portfolio holdings analysis”). To the extent that 
Callan’s reports include a portfolio holdings analysis, Callan relies entirely on holdings, pricing, characteristics, and risk data provided by third parties including custodian banks, 
record keepers, pricing services, index providers, and investment managers. Callan reports the performance and holdings data as received and does not attempt to audit or verify 
the holdings data. Callan is not responsible for the accuracy or completeness of the performance or holdings data received from third parties and such data may not have been 
verified for accuracy or completeness. 

Callan’s performance measurement service may report on illiquid asset classes, including, but not limited to, private real estate, private equity, private credit, hedge funds and 
infrastructure. The final valuation reports, which Callan receives from third parties, for of these types of asset classes may not be available at the time a Callan performance report is 
issued. As a result, the estimated returns and market values reported for these illiquid asset classes, as well as for any composites including these illiquid asset classes, including 
any total fund composite prepared, may not reflect final data, and therefore may be subject to revision in future quarters.

The content of this document may consist of statements of opinion, which are made as of the date they are expressed and are not statements of fact. The opinions expressed herein 
may change based upon changes in economic, market, financial and political conditions and other factors. Callan has no obligation to bring current the opinions expressed herein.

The information contained herein may include forward-looking statements regarding future results. The forward-looking statements herein: (i) are best estimations consistent with the 
information available as of the date hereof and (ii) involve known and unknown risks and uncertainties. Actual results may vary, perhaps materially, from the future results projected 
in this document. Undue reliance should not be placed on forward-looking statements. 

Callan is not responsible for reviewing the risks of individual securities or the compliance/non-compliance of individual security holdings with a client’s investment policy guidelines. 

This document should not be construed as legal or tax advice on any matter. You should consult with legal and tax advisers before applying any of this information to your particular 
situation. 

Reference to, or inclusion in this document of, any product, service or entity should not necessarily be construed as recommendation, approval, or endorsement or such product, 
service or entity by Callan. This document is provided in connection with Callan’s consulting services and should not be viewed as an advertisement of Callan, or of the strategies or 
products discussed or referenced herein.  

Important Disclosures
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The issues considered and risks highlighted herein are not comprehensive and other risks may exist that the user of this document may deem material regarding the enclosed 
information. Please see any applicable full performance report or annual communication for other important disclosures.

Unless Callan has been specifically engaged to do so, Callan does not conduct background checks or in-depth due diligence of the operations of any investment manager search 
candidate or investment vehicle, as may be typically performed in an operational due diligence evaluation assignment and in no event does Callan conduct due diligence beyond 
what is described in its report to the client.  

Any decision made on the basis of this document is sole responsibility of the client, as the intended recipient, and it is incumbent upon the client to make an independent 
determination of the suitability and consequences of such a decision. 

Callan undertakes no obligation to update the information contained herein except as specifically requested by the client. 

Past performance is no guarantee of future results. 

Important Disclosures (continued)
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Callan was founded as an employee-owned investment consulting firm in 1973. Ever since, we have empowered institutional investor with creative, customized
investment solutions backed by proprietary research, exclusive data, and ongoing education. Today, Callan provides advisory services to institutional investor
clients with more than $3 trillion in total assets, which makes it among the largest independently owned investment consulting firms in the U.S. Callan uses a client-
focused consulting model to serve pension and defined contribution plan sponsors, endowments, foundations, independent investment advisers, investment
managers, and other asset owners. Callan has six offices throughout the U.S. For more information, please visit www.callan.com.

Corporate Headquarters

One Bush Street
Suite 700
San Francisco, CA 94104

www.callan.com

Callan

Regional Offices

Atlanta
Chicago
Denver
New Jersey
Portland

About Callan


