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Policy Questions 

Should NapaSan develop a funding 
policy for retirement liabilities? 

If Yes: 
– How much? 

– From what source(s) or under what 
conditions? 

– Direct liability reduction (CalPERS) or 
contribute into a Trust? 
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Pensions 

• Definitions 
Normal Cost – The cost of the retirement 
benefits that accrue for the plan year. 
 
Unfunded Actuarial Liability (UAL) – This is 
the past service costs that have not yet been 
funded. 
 
Discount Rate – The assumed rate of return on 
plan investments. 
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Pensions 

• Pension Plans, Generally 
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CalPERS 

• CalPERS Pension Plan 
Funding Status 

 

 

50%

60%

70%

80%

90%

100%
FY

 1
1

FY
 1

2

FY
 1

3

FY
 1

4

FY
 1

5

FY
 1

6



6 

CalPERS 

• CalPERS Response 
2013 – Changed amortization and smoothing 

policies (5 years) 

2014 – Updated mortality tables 

2015 – Funding Risk Mitigation policy (when 
investment returns are above discount 
rate, lowers discount rate and changes 
asset allocation) 

2017 – Evaluating asset allocation mix  
(study concludes February 2018) 
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CalPERS 

• CalPERS Response 
Reduced Discount Rate: 

FY 16-17 7.50% 
FY 17-18 7.375% 
FY 18-19 7.25% 
FY 19-20 7.00% 
 
Impact: Increases Normal Cost AND 
 Increases unfunded liability 
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CalPERS 

• Result of Changes 
 

Normal Cost:  Increase of 1-3% as percentage of 
payroll (e.g., increase cost from 
13% of payroll to 14-16% of 
payroll) 

Unfunded Liability:  30-40% increase 
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CalPERS 

• February 2018 Changes 
– Shorter amortization periods for UAL 

(from 30 years down to 20 years) 

– Eliminate 5-year ramp-up and ramp-down 
(for assumption changes) 

– Eliminate 5-year ramp-down  
(for investment gains and losses) 

• Changes effective in 2021/22 
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NapaSan 

• 3 Tiers of CalPERS Plans at NapaSan 
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Tier 1 Tier 2 PEPRA 
Effective Date Sept. 2009 Jan. 2013 

Plan 2.7% @ 55 2.0% @ 55 2.0% @ 62 

# of Employees 
(Active) 

34 6 13 

# of Retirees 60 0 0 

Normal Cost  
(% of payroll) 

13.7% 9.6% 6.9% 

Employee Contribution 
(% of payroll) 

4.25% 4.25% 6.5% 

Annual Payment of 
Unfunded Liability 

$1,111,132 $3,234 $496 
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NapaSan 

• NapaSan Normal Cost 
 
 

NapaSan Board of Directors Meeting – March 21, 2018 

0%

2%

4%

6%

8%

10%

12%

14%

16%
FY

 1
3

FY
 1

4

FY
 1

5

FY
 1

6

FY
 1

7

FY
 1

8

Normal Cost (% of salary) 

Tier 1
Tier 2
PEPRA

Normal Cost – The 
cost of the retirement 
benefits that accrue 
for the plan year. 
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NapaSan 

• NapaSan Normal Cost 
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NapaSan 

• NapaSan Pension Liability 
  (% Funded Status) 
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NapaSan 

• Liability Cost Projection 
2018 = $1.25M        2020 = $0.89M        2031 = $1.56M 
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Side Fund Payoff 
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NapaSan 

• Total Cost Projection 
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NapaSan 

Funding Options 

1. Pay-Go (current strategy) 

2. 50% of one-time salary savings 

3. Utilize side fund payments 

4. Use savings from debt refinancing 

5. New 15-Year amortization schedule 

 
 NapaSan Board of Directors Meeting – March 21, 2018 

15% of governments pay 
more than CalPERS 

requires annually 
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NapaSan 

Funding Options 
1.  Pay-Go (current strategy) 
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NapaSan 

Funding Options 
2. 50% of one-time salary savings 

(assumes three payments of $100k) 
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$0.65 million savings 
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NapaSan 

Funding Options 
3. Utilize side fund payments 

(Two payments of $500k, in FY 21 and FY 22) 
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$2.10 million savings 
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NapaSan 

Funding Options 
4.  Use savings from debt refinancing 

(5 payments of $135k, starting in FY 19) 
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$1.55 million savings 
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NapaSan 

Funding Options 
5.  New 15-Year amortization schedule 
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3% increase 
per year 

$4.68 million savings 

New Amortization 
Period 
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Discussion 
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Option Up Front 25-Yr 
Savings 

1. Pay-Go $0 $0 
2. 50% Salary Savings $100k/yr for 3 yrs $0.65 million 
3. Side Fund $500k/yr for 2 yrs $2.10 million 
4. Debt Refi Savings $135/yr for 5 yrs $1.55 million 
5. 15-Yr Amortization 3% per year increase $4.68 million 
A. Combine 2 + 3 $500k for 2 yrs + 

$100k/yr in 3 other years 
$3.12 million 

B. Combine 3 + 4 $500k for 2 yrs + 
$135k/yr in 3 other years 

$3.35 million 

C. Combine 2 + 4 $235k/yr for 5 years $2.20million 
D. Combine 2 + 3 + 4 $500k for 2 yrs + 

$235k/yr in 3 other years 
$3.51 million 
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Policy Questions 

Should NapaSan develop a funding 
policy for retirement liabilities? 

If Yes: 
– How much? 

– From what source(s) or under what 
conditions? 

– Direct liability reduction (CalPERS) or 
contribute into a Trust? 
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Next Steps 

1) Funding Options: 

CalPERS – or – IRC §115 Trust 
 
2) Develop Funding Policy Language  
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To Finance Committee  
for Review and Recommendation 
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OPEB 
Status Update 
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OPEB – Status Update 

• Other Post-Employment Benefits 
– Health Care 

 Hired before July 1, 2014 – family coverage 
 Hired after July 1, 2014 – single coverage 

– Vision 
 Same as current employees 

– Life Insurance 
 $7,500 coverage 
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OPEB – Status Update 

2009 Refinanced debt 

2010 Established CERBT Trust 

Annually Use savings from refinancing to 
make annual trust payments 
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• Total Liability = $10.1 million 
Total Funded = $3.5 million in trust 
Total Unfunded = $6.6 million 
Percent Funded = 34.5% 

 

OPEB – Status Update 
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