
Council Agenda Report

From: Ryan Cornell, Finance Manager 

Subject: One-time Payment to Prepaid Pension Trust (Section 115 Trust) 

Date: August 7, 2018 

Facts 
1. On March 21, 2017, City Council approved the formation of a Section 115 Trust account and directed

staff to contribute $2.5 million to the trust (as well as a $2.5 million payment made directly to
CalPERS).

2. The City’s unfunded pension liability for all defined pension benefit plans at June 30, 2016 was
approximately $42.5 million. The unfunded pension liability for June 30, 2017 is expected to be
received in October 2018.

3. The City’s Section 115 Trust market value at April 30, 2018, was $3,190,898.
4. In order to address the rising cost of pensions, for the past two fiscal years the City Council has

approved labor contracts with represented and unrepresented employee groups where employees pay
an additional 3% to 6% towards CalPERS retirements costs.

5. Staff investigated the options for addressing the unfunded pension obligation and determined that the
best option to-date is to contribute an additional amount to the Section 115 Trust.

6. Based on the City’s fiscal forecast, it is anticipated that General Fund reserves will be approximately
49% of appropriations at June 30, 2018.

7. Additional deposits into the 115 Trust may be made so long as the City Council is comfortable with
the level of General Fund reserves on hand in the future. Moneys can be withdrawn from the trust to
pay ongoing CalPERS obligations, giving the City substantial flexibility and risk management options.

8. Required pension costs to CalPERS for FY 2018-19 is estimated to be $4.4 million.
9. City Council approved appropriations of $1,081,000 to the Section 115 Trust Fund in FY 2018-19.

Options 
1. Take no action;
2. Approve Resolution No. 18-XXX directing staff to make a one-time payment in the amount of $2.0

million to CalPERS and a one-time payment in the amount of $2.0 million to the Section 115 Trust
and to appropriate funds from reserves to cover the cost of said payment;

3. Approve Resolution No. 18-XXX directing staff to make a one-time payment in the amount of $4.0
million to the Section 115 Trust and to appropriate funds from reserves to cover the cost of said
payment;

4. Approve Resolution No. 18-XXX directing staff to make a one-time payment in the amount of $4.0
million to CalPERS and to appropriate funds from reserves to cover the cost of said payment;

3. Amend the foregoing options by a different dollar amount;
4. Refer back to staff for further analysis.

Analysis and Conclusions 
Contributions from the Section 115 Trust may be transferred to CalPERS at the City’s discretion at any 
time to offset required annual pension contributions. This flexibility was one of the main reasons the City 
established such an account.  
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The goal is to have the pension 100% funded as quickly as possible. Doing so will save the City 
considerable money in interest costs over the long term. Because of the health of the General Fund, staff 
recommends continuing to contribute as much money as possible towards the pension liability. 
 
There is no right answer on how to allocate lump sum payments, unless the City knew for sure which 
investment vehicle (CalPERS or Section 115 Trust) will perform better over the long run. The purpose of 
the Section 115 is not to outperform CalPERS, but rather give the City the most flexibility and stabilize 
CalPERS costs in the future. However, sending payments directly to CalPERS will lower the required 
minimum payment beginning in FY 2019-20.  
 
Sending $2.0 million directly to PERS and an additional $2.0 million towards the Section 115 Trust utilizes 
both benefits of lowering minimum CalPERS costs and setting monies aside to mitigate future rate 
increases.  
 
Fiscal Impact  
Should the City Council choose to move funds to the Section 115 Trust, the City will be converting 
unrestricted funds into restricted funds that can be used only for future pension expenses.  However, this 
is of limited risk, since Section 115 Trust funds can supplant the unrestricted funds that in any year would 
otherwise need to be paid to CalPERS.  
 
As a result of careful budget management and conservative estimated revenues, the estimated fund 
balance for the General Fund at July 1, 2018 is $22.7 million, 49% of general fund appropriations. By 
contributing $4.0 million in a one-time payment, the General Fund reserve balance will be approximately 
$18.7 million, or 45% of appropriations. 
 
The Section 115 Trust would have a balance of approximately $7.5 million at June 30, 2020 and represents 
approximately 170% of CalPERS expense.  
 
Recommendation (Option 2) 
Approve Resolution No. 18-XXX directing staff to make a one-time payment in the amount of $2.0 
million to CalPERS and a one-time payment in the amount of $2.0 million to the Section 115 Trust and to 
appropriate funds from reserves to cover the cost of both payments. 
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RESOLUTION NO. 18-XXX 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF EL PASO DE ROBLES 
AMENDING THE BUDGET FOR PENSION COSTS FOR FISCAL YEAR 2018-19 

 
 

WHEREAS, the City Council is required to adopt a comprehensive operating and capital expenditure budget in 
order to authorize the receipt of revenues and to authorize, guide, and direct the City’s activities; and  
 
WHEREAS, the City Council adopted a biannual budget for Fiscal Years 2018-19 and 2019-20 on June 20, 2018; 
and 
 
WHEREAS, that budget contained all projected revenues, appropriations, and transfers, as well as the number and 
classification of all approved positions, to be implemented by the City Manager; and 
 
WHEREAS, the City Council approved the implementation of a 115 Post-Employment Trust on March 21, 2017; 
and 
 
WHEREAS, the City Council approved the payment of $2.5 million to the California Public Employees’ 
Retirement System (CalPERS) and $2.5 million to the 115 Post-Employment Trust on March 21, 2017. 
 
NOW THEREFORE BE IT RESOLVED, by the City Council of the City of El Paso de Robles does hereby 
approve and/or direct the following: 

1. One-time payment of $2,000,000 to the Section 115 Post-Employment Trust Account to prepay pension 
expense and lower the unfunded pension liability; and 

2. One-time payment of $2,000,000 to CalPERS to prepay pension expense and lower the unfunded pension 
liability; and 

3. The proposed amendments to the FY 2017-18 Operating and Capital Improvement Budget in the amount 
of $4,000,000 as summarized below: 

a. General Fund: $3,141,500 
b. Landscape & Lighting District Fund: $29,600 
c. Water Fund: $329,300 
d. Sewer Fund: $466,200 
e. Airport Fund: $33,300 

 
APPROVED by the City Council of the City of El Paso de Robles this 7th day of August 2018 by the following 
vote: 
 
AYES:  
NOES:  
ABSENT:  
ABSTAIN: 

  APPROVED: 

 

   
  Steven W. Martin, Mayor 

 
ATTEST: 
 
 
__________________________________ 
Kristen L. Buxkemper, Deputy City Clerk 
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