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Discussion Roadmap 
• Context of the Pension Problem 
• Review Common Pension Management Strategies 
• Venture in the granular but important analysis of the: 
  “Schedule of Amortization Bases” 
        (Page 14 of Actuarial Valuation for Non-pooled plans) 

• Discuss best practices and resources at your disposal 
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Primary Objectives 
1. Encourage you call your actuary regularly 
2. Encourage you to analyze your schedule of 

amortization bases annually 
3. Orient you to three types of amortization 
4. Business Case for accelerating your payment schedule 
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Historical Context 
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What’s the Problem? 

5 Liabilities are large relative to agency payrolls and budget. 
Assets are currently underfunded and volatile. 



Common Pension Mgmt. Strategies 
LONG TERM SAVINGS 
• PEPRA   
• Lower Tier Benefits 
• Creative non-pensionable benefits 

o Cafeteria and other health allowance plans 
o Generous leave accrual 
o One-time bonuses 

 
IMMEDIATE SAVINGS 
• Negotiated employee contributions add up quickly 
• Lower payrolls provide immediate cash savings 

 
NOTE: 
• Early retirement plans may exacerbate liability problem 
• Disability retirements also drive-up liabilities  
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Knowing what is coming down the road 

can help your long-term planning 
• Imminent Experience Losses  

o 6/30/2015 Investment Return of 2.4% results in 5.1% Experience loss 

o 6/30/2016 Investment Returns not on track to meet 7.5% earnings 
assumption 

• Decoupling of UAL from PERS Rates  
     (Effective 6/30/15 Valuation  –  2017-18 Rates) 
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Know your Actuary  
and call them regularly 

• They can guide you through 
your options and help you 
stay informed 

• They can provide scenario 
analysis 

• They are a wealth of 
information 

• Attend the Annual CalPERs 
Education Forum – Access 
to ALL levels of PERS Staff, 
Executives and Board 
Members 
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CalPERS Actuary by county 

Actuary: Nancy Campbell Bill Karch Fritzie Archuleta Kerry Worgan Randall Dziubek Cheuk Kiu (Jet) Au
Phone Number: (916) 795-0575 (916) 795-2856 (916) 795-1262 (916) 795-0003 (916) 795-1354 (916) 795-2187

County Name: SAN DIEGO VENTURA ALAMEDA ORANGE LOS ANGELES EL DORADO
CONTRA COSTA SAN BERNARDINO MONO SIERRA

SOLANO
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Asset Replenishment Strategies 

• Read your Actuarial 
Valuation – Not just 
the New Rates  

• Analyze Schedule of 
Amortization Bases 
(Page 14) and ask 
your actuary about 
the new additions. 

• Identify if some or all 
of the bases can be 
amortized more 
effectively within 
your means 
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How to build the business case to 
accelerate your repayment schedule? 

• Replicate amortization schedules for each 
base on your schedule of amortization bases 

• Compare cash flow options 
• Prepare a present value (PV) analysis of your 

optional cash flow schedules 
• The PV analysis will help identify most efficient 

payment schedules 
• Determine what your agency can afford 
• Determine which payment option best fits your 

agency 
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Replenishment Options 

• Lump sum discretionary payments 
• Fresh Start (re-amortize UAL bases) 
• Partial Fresh Start (re-amortize any two UAL bases) 
• Section 115 Trust Funding  
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Understand the Amortization 
Schedule Options 

• Level Percent of Pay with 5Yr Phase-in 
Schedule – Default effective  6/30/13   

• Level Percent of Pay – Default (only when a 
fresh start is initiated) 

• Level Dollar Payment – Not a current option  
(However, this can be simulated with 
discretionary payments) 
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Amortization Schedules 
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Analyze Amortization Bases 
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Annual Payment comparison 
Default Vs 30 yr. level % of pay Vs 20 yr. level % of pay 

Yr 5 difference - $386K 
Yr 20 difference - $600K 
Avg annual difference - $486K 
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Annual balance Comparison 
Default vs. 30 yr. level % of pay vs.20 yr. level % of pay 

 

10 yrs. sooner  
$21M savings 

Negative amortization 
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Managing your amortization bases 

19 



Analysis Checklist 
 Download Excel 

amortization schedules 
www.newportbeachca.gov/csmfo 

 Focus on bases that 
exceed 20 Yrs. 

 Also evaluate bases 
starting with 5-Yr Phase-in 
ramps, 6/30/13 or later 

Create a comparative 
amortization schedule for 
each base in question 

Consider combining bases 
to create fewer and shorter 

amortization bases. 
 Evaluate what your agency 

can afford to pay making 
use of the “discretionary 
payment”, “fresh start” or 
“partial fresh start” options. 

Quantify savings by for 
boards preparing a PV 
analysis comparing current 
and proposed cash flows. 

 Review plan with your 
actuary & board. 
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http://www.newportbeachca.gov/csmfo


Memorialize Policies 
• Consider Adopting Pension & OPEB Funding Policy  

o Target funding at 100% of Actuarial Accrued Liability 
o Contribute no less then 100% of Actuarial Determined Contribution Annually 
o Analyze schedule of amortization bases each and every year 
o Amortize ALL gains/losses no longer than a 20 year, closed period 
o Asset Smoothing or Rate Phase-in no longer than 5 Yrs. 
o Transparency of in funding progress 

 

• Revise Reserve and Surplus Policies to address UAL 
o Establish a rate smoothing reserve to avoid phase-in periods and provide 

economic relief during recessionary cycles 
o Dedicate a portion of surplus funds to accelerate payment on unfunded 

liabilities 
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Consider tools at your disposal 
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Resources 
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CalPERS Actuary 
 
Independent Actuary 
 
Emerging Analytical Tools and Services  
 
Government Finance Officers Association (GFOA) 
http://www.gfoa.org/core-elements-funding-policy 
http://www.gfoa.org/sustainable-funding-practices-defined-benefit-pension-plans 
 
California Actuarial Advisory Panel (CAAP) 
http://www.sco.ca.gov/Files-ARD/BudLeg/CAAP_Funding_Policies_w_letter.pdf 
 
Comparative Amortization Schedules 
http://newportbeachca.gov/csmfo 
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Questions 
 
 
 
 
Dan Matusiewicz 
Finance Director, 
City of Newport Beach 
danm@newportbeachca.gov 
949.644.3123 
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