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BACKGROUND 

 

The following policy has been developed in response to large annual pension cost increases as a result 

of current and retired employees living longer, lower than anticipated investment returns by CalPERS 

over the last several years, and CalPERS policies adopted that require all cities to payback all unfunded 

pension liability over the next thirty years for existing unfunded liability and over twenty years for any 

new unfunded liability.  This policy will formalize a funding mechanism for the establishment of a 

Pension Reserve Fund (PRF) to be used at the City’s discretion to help offset future pension cost 

increases.  As of June 30, 2020 the total Miscellaneous plan Unfunded Actuarial Liability (UAL) was 

$190,478,272 and the total Safety plan UAL was $163,766,889. 

 

The City also provides certain Other Pension Employment Benefits (OPEB) in the form of subsidized 

health care rates for tier 1 retirees.  As of June 30, 2019 the total OPEB liability for the City is 

$15,938,213.  The City budgets the implied subsidy amounts on an annual basis. 

 

PURPOSE 

 

To establish a formal City Pension Reserve Fund Policy and OPEB Reserve Fund Policy.  

 

POLICY 

 

Allocation Methodology 

This policy amends the General Fund Reserve Policy – Fiscal Health Plan, all allocations for the PRF 

will only occur after the full funding of the 15% General Fund Operating Reserves.  

 

Upon meeting the 15% General Fund Operating Reserves 75% (seventy-five percent)  of all future 

surplus funds shall be transferred to the PRF for the purposes of that fund while the remaining 25% 

(twenty-five percent)  is allocated to the Economic Contingency Reserves and Catastrophic Event 

Reserves in accordance with the General Fund Reserve Policy- Fiscal Health Plan.  In the event all three 

General fund reserve accounts are fully funded at the stated policy percentage, 100% of surplus funds 

will be transferred to the PRF until it reaches 15% of General Fund Expenses (excluding Measure A & 

P, identical dollar amount to the General Fund Operating Reserves).   

 

Ongoing surplus funds are determined upon the close of the fiscal year if revenues exceed actual 

expenditures within the General Fund.  Special consideration shall be made by the Finance Director 

each year when determining potential Surplus Funds so as not to leave any General Fund supported 

funds (Workers Compensation, Public Liability, Insurance Fund) with a negative fund balance.   

 

In addition, if Pension Obligation Bonds are issued, the City shall budget a minimum of 75% of the net 

annual savings (determined at bond issuance for years 1-10, not adjusted annually for any new unfunded 

liability or change in actuarial assumptions) for bond fiscal years 1 through 10 to be transferred to the 
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Pension Reserve Fund on an annual basis.  This fund will take the form of a Section 115 Trust and will 

replace the Pension Reserve Fund described above.  Upon full funding of the 15% Pension Reserve 

Fund in the 115 Trust, all surplus funds will be allocated 50% to an OPEB Reserve Fund and 50% to 

an POB Bond Call Fund. Once 75% funding of outstanding OPEB liability is achieved, all remaining 

surplus funds will be deposited into the POB Bond Call Fund. The Finance Department shall provide a 

comprehensive reserve fund status report, including five-year reserve fund balance projections, 

annually to the City Council along with the Comprehensive Annual Financial Report. 

 

In the event of an economic hardship, or other unanticipated fiscal emergency, the City Council may 

make an emergency declaration to reduce the annual transfer to the PRF, only if all funds in the 

Emergency Reserve and Economic Contingency Reserve have been depleted.  This declaration will 

only apply to the fiscal year in which it was made.  Ongoing fiscal challenges will require a second or 

third emergency declaration. 

 

Other Provisions 
PRF funds may be used towards: repayment of future CalPERS unfunded liability in part or whole; the 

issuance of debt for the purposes of refinancing or issuing pension obligation bonds or other similar 

debt instruments; establishment of an OPEB reserve fund; to pay off any outstanding POB’s; and any 

other unanticipated pension related cost or charge.  The Finance Department shall create the PRF in the 

fiscal year in which the first scheduled transfer is to occur. 

 

It is anticipated that pension fund contributions will eventually stabilize around the year 2030 and will 

slowly be reduced until the outstanding unfunded pension liability is paid in full by the year 2045.  

Pension Obligation Bonds may be considered to smooth the impacts over that twenty-four-year period.  

This PRF will remain in place until such time pension contributions have stabilized and the City has no 

remaining unfunded liability or projected liability in the future.   

 

If any part of this Policy conflicts with Federal or State laws, or the City of Chula Vista Municipal 

Code, or Charter, those laws will take precedence over this Pension Reserve Fund Policy. 

 

Definitions: 

Surplus Funds – Actual revenues exceeding expenditures, if applicable, for each fiscal year.  The surplus 

funds determination is typically made around October of each year for the prior fiscal year.  

 

Bond Fiscal Year – Begins the first fiscal year immediately following the issuance of pension obligation 

bonds. 

  


