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The City of Winters Commitment to Fiscal Sustainability

Cities throughout California face many factor s in sustaining the financial stability needed to
provide desired levels of public service to their residents.

The City of Winters is no different than other California Cities in that we too, work to provide
the highest level of public services with limited revenue sources and increasing costs.

The highest risk of concern for the City of Winters is the funding of pensions and retiree-
health costs (also known as OPEB or Other Post Employment Benefits. These benefits are set
by contract and protected by state law.

Pension costs have increased since 2008 due to the Great Recession. During the Great Re-
cession, the California Public Employees’ Retirement System (CalPERS) lost $100 billion and
its investments did not provide returns as projected. This caused all California Cities to con-
tribute funds at an amount much higher than were projected. The General Fund of the City
of Winters is the fund for revenues and expenditures for services provided to the residents of
the City. These services include, but are not limited to, Police, Fire, Planning and the Building
Department. Below is a graph of the pensions costs as a percent of total general fund ex-
penditures from 2016-2017 and projected through 2022-2023.

Pension Costs As a Percentage of Total General Fund Expenditures




The chart below shows the City of Winters unfunded pension obligation, referred to as an
unfunded liability. The unfunded liability refers to the difference between the City’s pension
obligation determined by CalPERS and the amount the City has contributed to date that has
been set aside to pay for pensions.

The unfunded liability is projected to reduce over time based on implementation of the Poli-
cy on Pension and other OPEB Liabilities as revised on 12-17-19, which is provided on the
next page.
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The City of Winters has implemented items to address the unfunded liabilities created by the
CalPERS pension and OPEB:

+ The City has implemented the Public Employee Pension Reform act as required by the
State of California, where newer employees retire later with smaller pensions.

+ The City saves on pension costs (7% per year) by paying the unfunded liability costs at the
beginning of each fiscal year instead of monthly.

+ The City is working towards setting up a fund to cover OPEP liabilities, per the adopted
Policy on Pension and OPEB Liabilities.

+ The City is working towards paying additional pension payments per the adopted Policy
on Pension and OPEB Liabilities.
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POLICY ON PENSION AND OPEB (Other Post Employment
Benefit) LIABILITIES
Amended 12-17-19

Purpose:

The purpose of this policy is to ensure an adequate and appropriate approach to the monitoring and pay-
ment of the Pension (CalPERS) unfunded liabilities and OPEB (Other Post Employment Benefits) unfunded
liabilities of the City of Winters. These procedures and guidelines are designed to provide an approach to
the payment of pension liabilities and OPEB unfunded liabilities to maintain the City of Winters CalPERs re-
tirement and health care plans for current and former employees.

Policy:

It is the policy of the City of Winters that the payment of pension and OPEB unfunded liabilities is a priority
for the City of Winters and that a proactive approach to funding these liabilities is a prudent financial prac-
tice.

Policy related the payment of CalPERS Pension liabilities are as follows:

1. The City of Winters shall remit to CalPERS the required amounts per the Annual Valuation Report is-
sued by CalPERS each year and each pay period as required by CalPERS.

2. Beginning Fiscal Year 2019-2020, the City of Winters will pay the “Employer payment of unfunded
liability” each year in one lump sum payment in July of each year in order to maximize the savings in
interest charged by CalPERS, thereby, minimizing the required payment each year.

3. Beginning in Fiscal Year 2019-2020 the City of Winters will include in the annual budget and remit to
CalPERS, yearly, an additional amount for the Tier 2 Police Safety Plan, the Fire Safety Plan, the Mis-
cellaneous PEPRA Plan, the Police Safety PEPRA Plan and the Fire Safety PEPRA plan, to pay the en-
tire amount of the unfunded Accrued Liability (UAL) as shown on the most recently dated Annual Val-
uation Report (the amount on the report dated typically 2 years prior to the beginning of the fiscal
year (example July 30, 2017 for Fiscal Year 2019-2020)



Policy on Pension and OPEB Liabilities (Con’t)

In Fiscal Year 2020-2021 The City of Winters will include in the annual budget, and remit to CalPERS,
$100,000 for an additional discretionary payment for the Miscellaneous Classic (550,000) and Police
Safety Classic (550,000) Plans .

In Fiscal Year 2021-2022 The City of Winters will include in the annual budget, and remit to CalPERS,
$150,000 for an additional discretionary for the Miscellaneous Classic (575,000) and the Police Safety
Classic ($75,000) Plans.

In Fiscal Year 2022-2023 and succeeding years thereafter, until the unfunded actuarial valuation each
year is less than $100,000 per Classic plan, The City of Winters will include in the annual budget, and
remit to CalPERS, $200,000 for an additional discretionary payment the Miscellaneous Classic
(5100,000) and Police Safety Classic ($100,000) Plans.

Once the unfunded actuarial valuation has fallen below $100,000 per Classic plan, the City of Winters
will include in the annual budget and remit to CalPERS, yearly, an additional amount for the Miscella-
neous Classic and the Police Safety Classic Plan, to pay the entire amount of the unfunded accrued
liability (UAL) as shown on the most recently dated Annual Valuation Report. (see item #4 above)

In addition to the above stated policies, it shall be the policy of the City of Winters to review the ex-
tent of revenues in excess of expenditures for the General Fund each year and remit 25% of the reve-
nues in excess of expenditures to additional discretionary payments to CalPERS for application to the
unfunded liabilities for Miscellaneous Classic Plan and the Police Safety Plan until such time as the
unfunded liability has reached -0-.

In addition to the above stated policies, it shall be the policy of the City of Winters to review the ex-
tent of net revenues in excess of required bond covenants for the Water fund each year and remit
25% of the net revenues in excess of bond covenants to additional discretionary payments to CalPERS
for application to the unfunded liabilities for Miscellaneous Classic Plan until such time as the un-
funded liability has reached -0-.

Policy related to the payment of OPEB unfunded liabilities are as follows:

1.

Other post-employment benefits (OPEB) for the City of Winters refers “only” to the employer share
of retired employee health insurance premiums.

The rates for the employer share of retired employee health insurance premiums are set by CalPERs
only.

The City of Winters shall remit to CalPERS on a monthly basis as billed, the full amount due for all
health insurance premiums, including the premiums for the employer share of retired employee
health insurance benefits.

The City of Winters shall enter into an agreement with an appropriately selected provider of Section
115 Trust (A trust set up by local governments to fund essential governmental functions such as retir-
ee healthcare, or pensions) for pre funding OPEB liabilities.

Beginning 2020-2021 the City will include in the annual City Budget, and remit to the CERBT, the
amount equal of $66,000. This contribution amount will remain in effect until such time that the to-
tal Funds in the CERBT equal the amount of the OPEB liability



Policy on Pension and OPEB Liabilities (Con’t)

6. Once the CERBT amount is less than the OPEB liability by less than $66,000, then the annual contribu-
tion to be remitted to the CERBT will be equal to the difference between the OPEB Liability and the
CERBT.

7. In addition to the above stated policies, it shall be the policy of the City of Winters to review the ex-
tent of revenues in excess of expenditures for the General Fund each year and remit 25% of the reve-
nues in excess of expenditures to additional discretionary payments to CERBT for application to the
OPEB liabilities for until such time as the unfunded liability has reached -0-.

8. In addition to the above stated policies, it shall be the policy of the City of Winters to review the ex-
tent of net revenues in excess of required bond covenants for the Water and Sewer fund each year
and remit 25% of the net revenues in excess of bond covenants to additional discretionary payments
to CERBT for application to the unfunded OPEB liabilities until such time as the unfunded liability has
reached -0-.



