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County to Issue Pension Obligation Bonds 
Board authorization will save at least $6.2 million 

 
SAN JOSE, CALIF.—Today, the County of Santa Clara Board of Supervisors approved the 

issuance of Pension Obligation Bonds (POBs) to refinance the unfunded liability in the 

County’s pension benefits program.   The strategy is a part of the County Executive’s 

proposal to help close the $238 million deficit in the County’s Fiscal Year 2008 budget and 

provide a better strategy for paying off the pension debt. 

 
As a result of today’s action, the County will issue an estimated $392 million in Pension 

Obligation Bonds, prior to June 30, 2007, and develop a financing plan that will 

incorporate two successive similar issues over the next two years, if market forces permit.  

This strategy will reduce short-term budget requirements and fully pay off the existing 

unfunded liability in the County’s pension benefits program. 

 

“The County of Santa Clara is known for sound fiscal management,” said County 

Executive Pete Kutras.  “Our pension liability was fully funded until the market tanked 

between 2000 and 2002, and even today 81 percent of the County’s pension liability is 

already funded.” 

 

-more- 
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Like many other public agencies in California, Santa Clara County contributes to the 

public employee retirement system known as CalPERS.  In 2000 and the years that 

followed, Santa Clara County and other agencies were only required to make minimum 

contributions because CalPERS' investments in the preceding years had been performing 

well.  The County's $1 billion CalPERS gap occurred primarily as a result of market 

declines when CalPERS suffered a 7.2 percent loss in 2001, followed by a 6.1 percent 

loss in 2002. In 2003, the pension plan showed a gain of 3.9 percent, short of its 7.75 

percent target.  The current PERS payment structure is based on a 30 year rolling 

amortization, which is the equivalent of making minimum payments on a credit card 

balance and watching the balance grow.  

 

The POBs will enable the County to eventually retire the current unfunded liability debt 

with CalPERS.  They also will yield more favorable interest rates than the County’s 

current payments to CalPERS.  The first issuance of POBs is expected to bring Santa 

Clara County about $6.2 million in savings. The two successive bonds, if issued, could 

yield savings of $12.3 million in year two and $18.5 million in year three. The debt 

service on the bonds is estimated to cost the county between 5 and 6 percent annually, 

lower than the current CalPERS interest rate.  

#   #   # 
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