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Finance Committee
January 9, 2019

Long-term Management of CalPERS Costs
Fresh-Start Amortization Option

Finance Department
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THE CALPERS CHALLENGE

Given Unfunded Pension Obligations, Our 
Collective Challenge (aka The CalPERS 
Challenge) is:

How to Effectively Secure the Solvent Financial 
Future of the City, Its Employees, & Its Retirees 
While Ensuring the Delivery of Public Services & 
Stewardship of Public Resources
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The City maintains a strict commitment to collective 
bargaining which includes the requirement to meet and 
confer on any changes affecting wages, hours, 
promotions, benefits, and other employment terms. 

Any cost saving recommendations related to these items 
would be discussed during the collective bargaining 
process.

COLLECTIVE BARGAINING AND 
REPRESENTATION OF EMPLOYEES 
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 Same UAL and same discount/interest rate
 Re-amortized to have linear payments instead of increasing/uneven 

payments
 Constraint – Term of fresh-start must produce lower overall payments than the current amortization

Pros
 Results in lower overall payments; reduced amortization period
 No re-investment/market timing risk like there is with UAL pay-down (cash, 

bonds)
Cons

 Only minimal savings during “tough years” in near term, much higher 
payments in middle years

 Still amortized at same 7% discount rate (no PV savings)
 Locked-In: Once “fresh-start” structure implemented, cannot go back to prior 

schedule

FRESH-START AMORTIZATION – WHAT IS IT?
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Fresh Start Amortization Schedule and Alternatives – Safety Plan
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Schedule of Amortization Bases – Safety Plan
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20-Year Fresh-Start Amortization: Safety Plan
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Current Safety Payments 20-Year Fresh Start (Safety)

$77M 
Increased 
Payments 
Years 13-20 $90M Eliminated 

Payments Years 21-28

$22M Cumulative Savings

Note: 20-year amortization is estimated longest maturity available for Safety Plan. Shorter options can be evaluated 
but not included here given cash flow pressures in near term.
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Fresh Start Amortization Schedule and Alternatives –
Miscellaneous Plan
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Schedule of Amortization Bases –
Miscellaneous Plan
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19-Year Fresh-Start Amortization: 
Miscellaneous Plan
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Current Miscellaneous Payments 20-Year Fresh Start (Misc)

$89M Increased 
Payments Years 

13-19
$78M Eliminated 

Payments Years 20-25

$6M Cumulative Savings

Note: 19-year amortization is estimated longest maturity available for Miscellaneous Plan. Shorter options can be 
evaluated but not included here given cash flow pressures in near term.
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That the Finance Committee:

1. Receive a monthly update on the Long-Term 
Management of California Public Employees 
Retirement System costs; and

2. Provide direction to staff regarding the CalPERS Fresh 
Start Program Option.

RECOMMENDATIONS


