
 
2018-2022

The City created a Pension Stabilization
Trust to pay future costs. This investment
fund can only be used to pay for pension

funding purposes. As of 1/31/22 there is
$2,707,773 in the trust account.

2013-2014
The City negotiated lower wages and

began requiring employees to pay more
into their retirement. This equaled a
reduction into what the City pays to

CalPERS for employee retirement funds .

 
2020-2021

The City evaluated Pension Obligation
Bonds and creation of a new budget policy

where 50% of surplus general revenue
funds are deposited into the trust account.

 
2013

The California Public Employees Pension Reform
Act (PEPRA) became effective in 2013. This
reduced benefits for new employees. As of

2/2022 49% of employees are under PEPRA.

 
2008-Present

The City continues to encounter
challenges due to CalPERS fluctuating

investment returns and actuarial changes,
which leads to unpredictable costs

moving forward.

 
 

UNFUNDED ACCRUED LIABILITY
2020

UAL is the difference between what the
pension plan is worth and what is expected to

pay the retirees. It estimates for current
employees and recipients of deferred benefits,

as well as retirees. The current UAL is about
$150,769,372.

City staff continues to press for pension reform! The
State Legislature, CalPERS Board and/or the

California Courts play the key roles toward creating
a more sustainable system.

2015-2016
Employees became increasingly responsible for
paying some of the City’s share of pension costs.

In the 2020-2021 fiscal year, employees paid
$1,020,000 of what was previously paid by the

City.

T I M E L I N E

See the reverse side for FAQs

 CalPERS Pensions & City Efforts Towards Cost
Management

Ongoing Work



CalPERS FAQs updated 3/2022 

City of Chico and CalPERS Liability- FAQs? 

1. What is the California Public Employees’ Pension Reform Act (PEPRA) and how does it help the City? 
“PEPRA” reduced retirement benefits for all employees hired after 01/01/13. Employees hired prior to 01/01/13 
are considered “Classic” members of CalPERS and retire with 3% at 50 for Public Safety and 3% at 60 for all 
others. “PEPRA” employees are limited to 2.7% at 57 for public safety employees and 2% at 62 for all others. 
Presently, 49% of all City employees are under “PEPRA” benefits.  
 

2. Are City employees eligible for Social Security benefits in addition to their CalPERS pension? 
The City does not pay into Social Security for those employees receiving a CalPERS pension.  At the time of 
retirement, previously earned Social Security benefits (from prior employment) may be reduced based upon the 
retiree’s CalPERS pension amount.  This process is called the Windfall Elimination Provision. 
 

3. What is Unfunded accrued liability (UAL)? 
UAL is the difference between what the pension plan is worth and what is expected to pay retirees. It estimates 
for current employees and recipients of deferred benefits, as well as retirees. The UAL for the City is about 
$150,769,372. The City cannot use bankruptcy as a means of relieving this shifting burden. 
 

4. What has the City done to reduce the cost of employee pensions? 
Beginning in 2011-2012, the City began negotiating lower wages with staff and paused cost of living increases 
for most employees to reduce what the City pays for CalPERS.  In 2013-14 the City required employees to start 
paying some of the “normal cost” of their pension. The “normal cost” is the actuarial amount determined that is 
used to pay for active employee pensions. In 2015-16 employees became increasing responsible for paying some 
of the City’s share of pension costs and are now paying from 7.5% to 16.75% of their wages. In the 2020-2021 
fiscal year, employees paid $1,020,000 of retirement that was previously paid by the City. 
 

5. Has the City done anything else to be proactive about pension reform? 
The City created a Section 115 Pension Stabilization Trust to pay for future pension costs of employees. As of 
1/31/22 there is $2,707,773 in this irrevocable trust account to pay towards future pension costs. 
 

6. Are there any additional ways the City can explore reducing pension costs? 
The City has explored Pension Obligation Bonds, which would allow the City to sell bonds to pay pension debt at 
a lower interest rate and has been proactive in creating new budget policies. For example, the City is paying 50% 
of surplus general revenue funds toward the Pension Stabilization Trust. Additionally, staff continues to 
campaign for pension reform within California and has met with CalPERS executives and attended board 
meetings to ensure the City’s voice is heard on their desire for reform. 
 

7. Why can’t the City leave CalPERS and create a new retirement system for employees? 
If the City were to leave CalPERS immediately, money in CalPERS accounts would be placed in a trust to pay 
current and future retirees. If the plan is only funded at 50%, payment to current/future retirees would be 50% 
of what employees had originally been promised. This would likely result in litigation for the City. 

If the City were to leave while paying retirees full benefits, a deposit would need to be made with CalPERS to 
cover existing/future retiree benefits. Funds would be placed in an “exit trust” that would be considered 
financially “safe” resulting in interest rates of 1-3%. This is opposed to the CalPERS rate of 7%. The amount of 
the “exit trust” is required to be 4-6 time the UAL. (current UAL is $150,769,372). The deposit must be much 
higher because the interest rate in the trust account is so much lower than CalPERS 7% rate. Once the City 
leaves CalPERS, employee unions will negotiate a new defined retirement contribution. 

   




