CITY OF CHICO

Finance Committee Agenda

Regular Meeting

Wednesday, October 21, 2026
9:00 a.m. to 11:00 a.m.

Meeting Location: Council Chamber Building, Conference Room 1, 421 Main St. Chico, CA

A Committee of the Chico City Council: Councilmember Hawley, Vice Mayor Bennett, and Chair van Overbeek

ADA Notice: Please contact the City Clerk at 896-7250 if you require an agenda in an alternative format
or need a disability-related modification or accommodation to participate in a meeting. Requests should
be received at least three working days in advance. Portable listening devices are available upon request.

Agenda Copies: Available at the meeting, at the City Clerk’s Office (411 Main Street, Chico, CA 95928),
or online at www.chicoca.gov. Posted on digital kiosk on 10/16/26.

Government Code 54957.5: Documents produced and distributed less than 72 hours prior to or during
an open session will be made available for public inspection at the meeting and at the City Clerk’s office
at 411 Main St. from 8:00 a.m. to 5:00 p.m.

REGULAR AGENDA

A.

C.

CalPERS ACTUARIAL PRESENTATION

The Administrative Services Director will provide a presentation discussing the City of Chico’s most recent
actuarial report released by CalPERS and the estimated impacts to City CalPERS benefit costs. (Barbara
Martin, Administrative Services Director)

PUBLIC COMMENTS - Members of the public may address the Committee at this time on any matter not
already listed on the agenda, with comments being limited to three minutes. The Committee cannot take any
action at this meeting on requests made under this section of the agenda.

ADJOURNMENT - The meeting will adjourn no later than 11:00 a.m. to the next regular Finance Committee
Meeting on November 18, 2026, at 9:00 a.m. in Conference Room 1 at 421 Main St.

SPEAKER ANNOUNCEMENT

NOTE: Citizens and other interested parties are encouraged to participate in the public process and will be
invited to address the Committee regarding each item on the agenda. In order to maintain an accurate and
complete record, the following procedural guidelines are being implemented:

1. Speaker Cards — speakers will be asked to print his’lher name on a speaker card to address the
Committee and provide card to the Clerk prior to the completion of the Staff Report.

2. The Clerk will call on speakers in the order the cards are received.

3. Speakers may address the Committee one time per agenda item.

4. Speakers will have three minutes to address the Committee.



CalPERS Investment

Returns and Impacts
to Employer Contributions

Finance Committee Presentation
October 2026



—
Today’s focus
What changed in the latest valuations
Normal cost and unfunded liability: two cost components
Required FY 2027-28 contributions and projected payments

Long-term risks and the City’s pension planning actions
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Two components of pension cost

NORMAL COST UAL PAYMENT
% of payroll Fixed annual $
Cost of benefits earned by current employees Amortization of previously accrued unfunded benefits

Total employer obligation = normal cost applied to pensionable payroll + UAL payment,
less applicable employee cost sharing.
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CalPERS Update

June 30, 2025 actuarial valuations | FY 2027-28 required contributions

COMBINED UNFUNDED LIABILITY FUNDED STATUS
$166.58M ~71%
Down $14.01M from June 2024 Both Miscellaneous and Safety plans

Updated pension outlook and implications for the City budget
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Funded position improved

2024 COMBINED UAL 2025 COMBINED UAL

$180.59M $166.58M

Decrease of $14.01M (7.8%)

Both plans improved to approximately 71% funded, although substantial liabilities
remain.

CITY OF CHICO | FINANCE COMMITTEE | OCTOBER 2026 4



Unfunded liability by plan

Valuation dates June 30, 2024 and June 30, 2025 | $ millions
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Funded ratio improved in both plans

Funding-policy basis; ratio of plan assets to accrued liabilities
72 -
71 -
70 -
69 -
68 -
67 -

66 -

65

Miscellaneous Safety

M June 2024 m June 2025

Miscellaneous +3.9 percentage points | Safety +4.0 percentage points
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FY 2027-28 required employer contributions

Before negotiated employee cost sharing

MISC. NORMAL COST SAFETY NORMAL COST COMBINED UAL PAYMENT

12.25% 21.66% $17.49M

Miscellaneous UAL: $7,723,306 Safety UAL: $9,768,091

Annual UAL amount is separate from employer normal cost on payroll.
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Employee pension contributions and cost sharing @ FY 2027-28

Total employee contribution includes the member base share plus negotiated employer cost sharing.

PLAN BARGAINING GROUP CLASSIC TOTAL PEPRA TOTAL COST SHARING
Misc. CME 14.00% 14.50% 6.00%
Misc. CPSA 14.00% 14.50% 6.00%
Misc. CNF /DIR /L39 / SEIU 11.00% 11.50% 3.00%
Misc. UPEC 13.00% 13.50% 5.00%
Safety CFSM 14.00% 20.50% 5.00%
Safety CPM / CPOA/DIR-S 12.00% 18.50% 3.00%
Safety IAFF 14.00% 17.50% 5.00%/2.00%
Safety UPEC 14.00% 20.50% 5.00%
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UAL payment: year-over-year increase

FY 2026-27 vs FY 2027-28 | S millions
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Projected UAL Payments: 2026-2033

Required FY 2027-28; subsequent years are projections | S millions
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Combined peak in this projection: $18.52M in FY 2028-29
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Projected UAL Payments Through 2043
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July prepayment option for FY 2027-28

REGULAR ANNUAL UAL JULY PREPAYMENT

$17.49M $16.93M

Potential reduction: approximately $566,000 compared with regular annual billed
amount.
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Employer normal cost trends

Expected decline as lower-cost PEPRA tiers represent more of payroll
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PEPRA transition: change in active membership

June 30, 2024 vs. June 30, 2025 | City of Chico CalPERS valuations

MISCELLANEOUS

I :cre 66.2% > 70.5%

SAFETY

Miscellaneous PEPRA membership increased by 22; Safety remained at 103, while its Classic count declined by 11.

Source: CalPERS City of Chico Miscellaneous and Safety actuarial valuations, Status of PEPRA Transition, page 35 (2024 and 2025).
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Investment results and assumptions

FY 2024-25 RETURN DISCOUNT RATE PRICE INFLATION
11.6% 6.8% 2.5%
PERF investment return Unchanged Previously 2.3%

Updated demographic and wage assumptions also affect FY 2027-28 requirements.
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CalPERS investment performance

Preliminary net investment returns through June 30, 2025

11.6%

7.6%

6.8% assumed return

1-year 5-year 10-year 20-year 30-year

FY 2024-25 return exceeded the assumed rate by 4.8 percentage points.
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How investment gains affect employer contributions

The 2024-25 investment gain is recognized through future UAL contributions

11.6% 6.8% +4.8 pts

Actual FY 2024-25 return Expected return Investment gain above assumption
2024-25 FY 2027-28 Following years

First impact on public agency UAL

payments Gain is amortized over time

Investment gain occurs

A favorable investment year does not eliminate the UAL or reduce payments dollar for dollar.
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Understanding the long-term pension outlook

How investment performance, contributions and amortization shape Chico’s future

Investment performance Funded status UAL payments
Returns above or below 6.8% create Assets and accrued liabilities Existing amortization bases are
actuarial gains or losses. determine the funded percentage. scheduled to decline and expire.

Chico’s current UAL schedule projects payments through 2043, with $0 scheduled in 2044.

These are projections, not a guarantee; new gains, losses or assumption changes can create future UAL.
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—
What could change the outlook?
Investment returns above or below 6.8%
Changes to mortality, retirement, inflation and payroll assumptions
New unfunded gains or losses and amortization bases

Future labor agreements, workforce mix and cost sharing
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-
Actions already taken by Chico

Employee pension contributions and negotiated cost sharing
PEPRA lower-cost benefit tiers for newer employees

Annual July prepayment of required UAL amounts

Section 115 Pension Stabilization Trust and PERS UAL Fund

Budget policy allocating 50% of General Fund surplus to pension trust
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Pension Reserve and Stabilization Fund Balances

FY 2025-26 actual ¢ Cash/fund balance at June 30, 2026

Fund 903 | CalPERS UAL Reserve Fund 904 | Section 115 Trust
$10,624,537 $10,906,400

FY 2024-25: $9,874,184 FY 2024-25: $8,662,306
Year-over-year change: +$750,353 Year-over-year change: +$2,244,094
Funds annual unfunded liability payments Resources for future pension contributions

Combined June 30, 2026 balance: $21,530,937

Combined increase from FY 2024-25: $2,994,447
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—
Finance Committee takeaways
Funding position improved: combined UAL down $14.01 million
Both plans now approximately 71% funded
FY 2027-28 UAL payments total $17.49 million before prepayment
Projected FY 2028-29 UAL payments rise to $18.52 million

Continued pension reserves and long-range budgeting remain important
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Questions and Discussion

||||||||||||||||||||||||||||||||||||||||
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