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• Finance Subcommittee and staff recommend that 
Council approve the issuance of pension 
obligation bonds and adopt pension policy. 

• Pension policy includes a dedicated portion of saving 
to go towards reserves against future UAL

• Staff further recommends:

• Issuing POBs at 100% of the UAL (currently 
estimated at $91.5 million) to yield the highest 
present value savings of an estimated 31 
million and take advantage of historically low 
borrowing rates

• The recommendation of issuing POBs does not 
eliminate our future UAL 

Recommendation 
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• CalPERS Assets are impacted by lower investment 
returns which result in significant impacts to City Funded 
Status – as a consequence funded ratio declined

• If Liabilities are greater than Assets, then City has an 
“Unfunded Actuarial Liability” (UAL)

• If CalPERS Investment Earnings do not meet expected 
return “discount rate”  of 7% the City’s UAL will continue 
to grow.

Pension Benefits / Background
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Historical Citywide UAL
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• Annual UAL payments to amortize an estimated $91.5 million increasing 
significantly over next  ten years

• Impacted by changes in actuarial assumptions  (e.g. demographics), 
low investment returns, earlier retirement, etc.  

• On $91.5 million UAL, total Interest paid will be $73.3 million 

CalPERS Funding Status
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• CalPERS could over-perform and achieve 
higher than the 7% discount rate.

• If CalPERS outperforms and beats the 7% 
investment return then the UAL amount will 
decrease

• CalPERS would recalculate the tail end on the UAL 
for the out years

• If overfunded the amount will sit on account 
(cannot be withdrawn) – act as buffer for future 
years

Overfunded – Scenario
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Projected UAL / Scenario 4%-6% 

$91.5

$113.7

$137.7

$166.3

$207.3

$264.3

$335.3

7.00% 6.50% 6.00% 5.50% 5.00% 4.50% 4.00%

million

million

million

million

million

million

CalPERS Rate of Return

million



CITY OF MANHATTAN BEACH
8

Historic CalPERS Annual Rate of Return

• CalPERS history of investment returns – reference 
actuarial valuation report ending June 30, 2019
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Discussion - Timeline
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UAL Payments – Ramping Up
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• 100% POB Payment is $5.5 million

Staff Recommendation:  POBs Illustrative – 100% 

City of Manhattan Beach - Pension Obligation Bonds   |    page  
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US Treasury Rates

10/19/2020, 0.78 

10/19/2020, 1.55 

 -

 1.00

 2.00

 3.00

 4.00

 5.00

 6.00

 7.00

US Treasuries Taxable Benchmark

10-Year Treasury 30-Year Treasury

30-Year Treasury on 10/19/20:  1.55%

10-Year Treasury on 10/19/20: 0.78%



CITY OF MANHATTAN BEACH
13

• POBs replace CalPERS current UAL debt of 
7.0% with POB debt of 3.1% fixed interest rate

• UAL payment of $91.5 million would go into 
CalPERS $400 billion fund (not side fund)

• As of June 30, 2020 CalPERS earned 4.7% 
which will add about $7.0 million dollars to 
the current UAL 

• Based on the current UAL schedule POBs 
result in long term budgetary savings. 

Pension Obligation Bonds
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• Instead of current UAL payment costs ramping 
up, POB debt payments will be set at level 
annual payments 

• Pension Policy gives Council flexibility in how 
to allocate savings on an annual basis 
concurrent with the budget and fund Council 
and community priorities

• Similar to PD/Fire Facility & Metlox Refunding
• Reduce City’s borrowing cost
• Refinancing is not additional debt and not new 

debt– replaces our current debt at a lower cost

Pension Obligation Bonds
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• Staff recommends:

• Issuing POBs at 100% of the UAL (currently 
estimated at $91.5 million) to yield the highest 
present value savings and take advantage of 
historically low borrowing rates

• The recommendation of issuing POBs does not 
eliminate our future UAL 

• Adopt the Pension Policy 

Conclusion
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Questions


