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Advanced Life Support (ALS) Revenue Recovery Policy 

 
1.    PURPOSE 

To establish a policy for revenue recovery associated with the cost of providing the 
City’s Advanced Life Support (ALS) program. 

 
2.   BACKGROUND 

On July 27, 1993 (Resolution 93-434), the City established the ALS program. 
Council stated that the City’s ambulance rates should be lower than other local 
providers given similar customer mixes. The ALS program as approved was to 
recover the direct cost of providing services without a General Fund subsidy.   
 
As costs for ALS services continue to increase, the revenues generated by fees for 
service have not grown proportionally. The City is challenged to recover fee for 
service revenues due to a number of different reasons, one of them being payer mix. 
The City’s payer mix is currently 34 percent Medicare, 35 percent Medicaid, and 16 
percent Private Insurance with the remainder being Self Pay and Uninsured. In 
addition there are federal mandated write-offs which allow the City to collect only a 
small percentage of the actual billed amount from Medicare and Medicaid. In an 
effort to maximize reimbursements and cover direct costs the City has pursued 
additional recovery options. 
 
In October 2011, AB 678 authorizing the Ground Emergency Medical Transport 
(GEMT) program was enacted providing for the reimbursement of transports of 
Medi-Cal patients who are not in managed care. On March 18, 2014, the City 
Council authorized the agreement with Sacramento Metropolitan Fire District (Motion 
No. 2014-0053) to pursue reimbursements through the GEMT program. 
 
On June 26, 2012, the City Council approved increases to the ALS fees for service 
(Resolution 2012-214) to increase cost recovery to address a portion of the 
structural variance between the cost of providing services and the revenue collected 
for those services.   
 
On December 16, 2014, Council authorized the participation in the Rate Range 
Intergovernmental Transfer (IGT) program. IGT allows local governments to receive 
a federal reimbursement for the transport of Medi-Cal patients that are in managed 
care.  
 

While the City can assure the continuation of fee for service revenues, revenue 
recovery programs such as GEMT and IGT are subject to state and federal funding 
availability.   
  
3.   POLICY 

(a)    The ALS Program costs shall be fully offset by direct revenues. 
(b) All revenues recovered for the provision of ALS services shall be used to cover    

direct and indirect costs to reduce the General Fund subsidy for this program. 
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Budget Control Policy 

 
 

Scope:  CITYWIDE 
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Leyne Milstein 
Finance Director 
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(916) 808-5843 
LMilstein@cityofsacramento.org 
 
Table of Contents 
1. Purpose 
2. Background 
3.  Policy 

3.1          Annual Budget Development 
3.2    Budget Amendments 

 
 
Regulatory References 
 Council Motion 2016-0121 
 
 
Effective Date:    April 26, 2016 

  



      FY2016/17 Approved Budget  
  

 

306 
 
 
 

 
Budget Control Policy 

 
1.    PURPOSE 

 
The purpose of this policy is to ensure the City makes informed fiscal decisions that 
take into account the full costs, in terms of dollars and service impacts, of 
implementing spending increases during the fiscal year. To maintain a structurally 
balanced budget, any spending increases must be accompanied by compensatory 
revenue increases or spending decreases that clearly identify the associated 
opportunity costs. 

 
2. BACKGROUND 

 
The service plan for the City is based on an annual budget as required by the 
City Charter and by good financial and operational practices. Budgeting on an 
annual basis provides time to review all revenue sources, develop solutions to 
previously identified problems, and to discuss and decide on policies and 
priorities. An annual budget process also provides time for management to plan 
and more efficiently and effectively implement changes incorporated into the 
budget. Making significant mid-cycle changes outside of the orderly budget 
process can lead to poor decision-making due to incomplete information and to 
inefficient and ineffective operations or service delivery. 

3.   POLICY 
 

3.1  Annual Budget Development 
 

The annual budget process will be the method used by the City to develop its 
service delivery priorities and the level and type of resources required to fund those 
services. 

 
Before the City undertakes any changes that would create fixed ongoing expenses, 
the cost implications of such changes will be projected for current and future years. 

 
3.2 Budget Amendments 

 
Changes to the budget and to service levels during the fiscal year will be minimized. 
Changes during the fiscal year will generally be limited to technical adjustments, 
emergency funding, unforeseen circumstances, time-sensitive opportunities or issues, 
or new grants or awards. The creation of a new program, a higher service level, or other 
increases in expenditures, without associated revenues or reimbursements, during mid-
budget cycle is discouraged. Changes outside of the annual budget process should 
only be considered during the midyear budget review. 
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Unexpected revenue shortfalls or other significant issues that may create a budget 
shortfall during the fiscal year are to be reported to the City Council with 
recommendations by the City Manager as to whether a mid-year budget adjustment 
should be made. 
 

Budget amendments shall be considered and adopted by the Council except for where 
authority has been delegated as prescribed within the adopted Budget Resolution. 
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Development Stabilization Contingency Reserve  (DSCR) and 
Development Services Fund Management 

 
 
Scope:  CITYWIDE 
 
Policy Contact 
Dawn Holm 
Budget Manager 
Department of Finance 
(916) 808-5574 
dholm@cityofsacramento.org 
 
Table of Contents 
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Management of Activities in Fund 2016 
 
 
Regulatory References 
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Development Stabilization Contingency Reserve (DSCR) and 
Development Services Fund Management Policy  
 
1. PURPOSE  

 
The purpose of the DSCR and the Development Services Fund (Fund 2016) is to 
ensure the prudent management of development funds for the public and the City of 
Sacramento. The DSCR will be used to bridge gaps between budgeted and actual 
development revenues in the Community Development Department (CDD) during 
periods of significant revenue decline.  
 

2. BACKGROUND  
 
The Development Services Fund was established on February 23, 1999 (Reso 99-
077), to account for major plan review and building permit projects, cyclical surplus 
plan review and building permit revenues, and environmental impact review projects. 
In 1999 the City Council authorized the transfer of General Fund budget surpluses, 
during periods of high building activity, in the Development Services Department to 
be transferred to the Development Services Fund. The intent was that the 
Development Services Fund would be drawn down in years of lower building activity. 
Over time, these resources were used to fund ongoing workload, without an ongoing 
revenue stream. When the Fund could no longer support ongoing budgeted 
expenditures, the authority to carryover surpluses was removed from the annual 
budget resolution.  
 
A sustainable funding plan for CDD building and planning operations is necessary for 
the department to be responsive to the economic climate. Establishing a DSCR 
Policy for Fund 2016 and Management Guidelines will provide the department 
resources during a downturn in development activity and time to react to those 
changes.  
 

3. POLICY  
 
The DSCR shall be established as set forth below and any changes to the policy will 
be presented to and approved by the City Council.  
 

(a) The DSCR goal is one year’s worth of building, building plan check, and current 
planning revenues. 

  
(b) The DSCR will be initially funded with the available fund balance upon   

completion of the FY2014/15 audited financial statements for Fund 2016. 
  
(c)  Beginning with FY2014/15 actual year-end revenues in excess of budget from 

CDD’s Building Inspection, Building Plan Check, Customer Service/Permit 
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Counter, and Planning Operations, provided that the net year-end results 
(revenue and expenditure budget variance) of CDD are positive, will be 
transferred to the DSCR.  

 
(d) The DSCR will only be used to bridge gaps between projected and actual 

development-related revenues in CDD during periods of significant revenue 
shortfalls.  

 
4. MANAGEMENT OF ACTIVITIES IN FUND 2016 
 

The fund shall be used for the management of development activities, when those 
activities are intended to be fully offset by revenues as described below and 
summarized in Attachment 1. 

  
(a)  Environmental impact review or planning review in fully reimbursable projects 

(P2100xxxx)  
 

i.   Revenues and expenditures must balance upon closure 
 
ii.  Shortfalls in completed projects where recovery efforts are unsuccessful will  

be covered by a transfer from the DSCR so that the project may be closed 
with balanced revenues and expenditures 

 
(b)  Major development projects (I21xxxxxx) when building valuation is in excess of 

$50 million, to be adjusted annually according to the Consumer Price Index 
(e.g., high rise buildings, arenas, theaters in fully reimbursable projects)  

 
i.   Revenues and expenditures must balance upon closure 
 
ii.  Funds remaining in a completed project will be transferred first to the DSRC 

until the Reserve level is attained, then to the department’s General Fund 
operating budget 

 
iii. Shortfalls in completed projects will be covered by a transfer from the 

DSCR so that the project may be closed with balanced revenues and 
expenditures 

 
(c) Citywide Development Activities (funding provided by a % fee on all 

permits/plan reviews)  
 

i. Technology for building or planning permitting systems: (e.g., Accela, 
CitizenServe, or eCAPS) to be managed in the separate capital projects 
(A21xxxxxx) 

 
ii.  General Plan and Community Plan updates: To be managed in a multi-year 

projects (I22xxxxxx) with separate child projects for the various 
plans/updates  
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General Fund Economic Uncertainty Reserve Policy 

 
 

Scope:  CITYWIDE 
 
Policy Contact 
Leyne Milstein 
Finance Director 
Department of Finance 
(916) 808-5843 
LMilstein@cityofsacramento.org 
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General Fund Economic Uncertainty Reserve Policy 
 
2.    PURPOSE 

 
 To establish the targeted level of General Fund operating reserves, a basic 

component of a financially strong city. Adequate reserves help sustain City 
operations when adverse or unexpected circumstances affect the City, providing 
resources to minimize service disruption in the event of temporary revenue 
shortfalls or unpredicted one-time expenditures. This policy establishes the 
amounts the City will strive to maintain in its Economic Uncertainty Reserve (EUR) 
and the conditions under which the reserve may be used. 

 
3.    BACKGROUND 

 
Financial reserves strengthen the City’s financial status and provide valuable 
resources for unexpected events. Every fund of the City represents a stand-alone 
financial set of accounts and has its own operating characteristics, financial 
capabilities, and constraints. The level of reserves needed should be based on the 
financial and operating characteristics of each fund. In June 2011, the City Council 
adopted a goal of establishing a General Fund EUR equivalent to 10% of annual 
General Fund revenues.   

 
 According to the Government Finance Officers Association (GFOA), it is essential 
that governments maintain adequate levels of fund balance to mitigate current and 
future risks (e.g., revenue shortfalls and unanticipated expenditures) in order to 
protect taxpayers and employees from unexpected changes in financial conditions.  
 
GFOA recommends, at a minimum, that general-purpose governments, regardless 
of size, maintain an unrestricted budgetary fund balance in their General Fund of no 
less than two months of regular general fund operating revenues or regular general 
fund operating expenditures (http://www.gfoa.org/appropriate-level-unrestricted-
fund-balance-general-fund). 
   
This policy establishes 10% of annual General Fund budgeted revenues as the 
minimum level of funding in the City’s General Fund EUR and establishes two 
months of operating revenues as a target reserve level. The policy also outlines the 
methods the City will utilize to achieve the target reserve level, defines the 
conditions under which these funds can be used and describes how the City’s 
expenditure and/or revenue levels will be adjusted to match any new economic 
realities that are causing the use of fund balance reserves as a financing bridge. 
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3.     POLICY 

 
3.1  Minimum and Target Reserve Levels 

 
  The City will maintain an EUR at a minimum of 10% of budgeted General Fund 

revenues.   The City will seek to achieve and maintain a General Fund EUR equal to 
two months of regular on-going General Fund expenditures, including transfers (i.e. 
17% of General Fund expenditures). 

 
  The EUR shall be reported as a commitment of fund balance in the General Fund for 

external financial reporting. Appropriations from the EUR may only be made by a 
vote of the City Council to meet a critical, unpredictable financial need.  

 
3.2   Methods to Achieve Funding Levels 

 
 Funding of the EUR will generally come from excess revenues over expenditures or 
one-time revenues.   

At a minimum, during the budget process, staff shall review the current and five-year 
projected reserves to ensure that they are appropriate given the economic and 
financial risk factors the City faces. 

3.3 Criteria for Expenditure of Reserve Funds  

The EUR is intended to contend with significant short-term issues, inclusive of 
unexpected revenue shortfalls, higher than anticipated expenditures, or declared 
emergencies. 

It is the intent of the Council to limit use of the EUR to address unanticipated, non-
recurring needs. Reserves shall not normally be applied to recurring annual 
operating expenditures. The EUR may, however, be used strategically to allow time 
for the City to restructure its operations in a deliberate manner (as might be required 
in an economic downturn), but such use will only take place in the context of a 
Council-adopted long-term plan. 

3.4 Timeline for Replenishment of the EUR 
 

If the EUR is drawn down below the minimum level, a plan will be developed and 
implemented to replenish the reserve, generally from future surpluses. Replenishing 
the EUR will be a priority use of one-time resources. Generally, the City should seek 
to replenish the EUR to the minimum reserve level within one to three years.   
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Interfund Loans 
 

Scope: CITYWIDE 
 
Policy Contact 
Dennis Kauffman, Operations Manager, (916) 808-5843  
dkauffman@cityofsacramento.org 
 
Table of Contents 
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3.1 Long-term Loans 
3.2 Short-term Loans 
3.3 Prohibited Uses 

 
Regulatory References 

Council Motion 2015-0141 
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Interfund Loans Policy 
 

1. PURPOSE 

The City’s Interfund Loan Policy documents the methods used by the City to 
demonstrate prudent financial management over interfund loans. The policy: 

 
 Requires City Council approval of interfund loans, except for short-term 

working capital loans, 
 Permits short-term interfund loans for working capital to cover Council-

approved reimbursable grants and projects and other temporary timing 
differences in cash flows, and 

 Prohibits interfund loans from being used to solve ongoing structural 
budget issues or hindering the accomplishment of any function or project 
for which the lending fund was established. 

 
2. BACKGROUND 

Interfund loans are the lending of cash from one City fund to another for a specific 
purpose and with a requirement for repayment. The practice of interfund loans is a 
recognized and necessary aspect of municipal finance. Such loans are typically 
short-term in nature, and constitute the allocation of resources between individual 
funds for working capital purposes. 

 
3. POLICY 

3.1 Long-term Loans 
 

Interfund loans, other than short-term working capital loans, must be approved 
by the City Council. Council approval will include the following terms of the 
loan: 
 Purpose of Interfund Loan 
 Identification of the source fund 

o Availability of unrestricted funds in the source fund 
o Review of multi-year plans for use of source fund cash 
o Analysis of legal or contractual restrictions 

 Repayment of Interfund Loan 
o Repayment must have a payment source and funding stream 
o Specific repayment schedule 
o Interest imposed at a rate equal to at least investment earnings if 

loan did not occur 
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 Other Considerations 

o Feasibility of repayment 
o Internal controls to monitor repayment 

 
3.2     Short-term Loans 

 
Short-term interfund loans for working capital to provide cash for Council- 
approved reimbursable grants and projects, are permitted. Short-term working 
capital loans are also permitted for temporary timing differences in cash flows 
when expenditures are incurred before revenue is collected. The source funds 
for working capital interfund loans are the Risk Fund and the General Fund. 

 
3.3    Prohibited Uses 

 Interfund loans will not be used to solve ongoing structural budget issues. 
 Interfund loans will not hinder the accomplishment of any function or 

project for which  the lending fund was established. 
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Measure U Financial Management 
   

 
 

Scope:  CITYWIDE 
 
Policy Contact 
Dennis Kauffman 
Finance Operations Manager 
Department of Finance 
(916) 808-5843 
dkauffman@cityofsacramento.org 
 
Dawn Holm 
Budget Manager 
Department of Finance 
(916) 808-5574 
dholm@cityofsacramento.org  

 
 

Table of Contents 
Purpose 
Background 
Policy 

 

 
 
Regulatory References 
November 2012 Ballot Measure U 
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Measure U Financial Management Policy 

 
1.     PURPOSE 

 
 The City’s Measure U Financial Management Policy documents the methods the 

City will use to demonstrate prudent financial management over Measure U tax 
revenue. The policy: 

 
 Establishes a Measure U Reserve to address unanticipated revenue 

reductions and   the transition that will occur upon the expiration of the tax;  
 Commits to allocating the additional Measure U resources, above the 

amount needed to fund the Measure U Reserve and to accommodate 
growth of already-funded Measure U programs, to one-time 
expenditures; 

 Prohibits using Measure U resources to increase General Fund non-
Measure U employee compensation or to balance the General Fund 
budget; 

 Requires performance audits by the City’s external independent auditor in 
addition to the City’s annual financial and compliance audits; and  

 Requires development of a transition plan to address the expiration of the 
Measure U tax and the reduction or phase out of services funded by Measure 
U. 

 
2.     BACKGROUND 

  
Voter approval of the City of Sacramento Essential Services Protection Measure 
(Measure U) in November 2012 authorized the implementation of a six-year, one-
half cent transaction and use tax effective April 1, 2013, which expires on March 31, 
2019. The objectives of Measure U are “to restore and protect essential safety 
services, including 9-1-1 response, police officers, gang/youth violence prevention, 
fire protection/emergency medical response, and other essential services including 
park maintenance, youth/senior services, and libraries…”  

 
3.     POLICY 

 
3.1       Measure U Reserve 

 
The City shall maintain a Measure U Reserve dedicated to mitigating the effects 
of unanticipated revenue reductions and the transition away from Measure U 
revenue upon the expiration of the tax on March 31, 2019. The Measure U 
Reserve shall be funded equal to the estimated Measure U program/service 
costs in FY2020/21 to provide time and adequate funding to phase out the use 
of Measure U funds.  
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3.5       Use of Measure U Resources 

 
 Measure U revenue, above the amount needed to fund the Measure U Reserve 

and to accommodate growth of Council-authorized Measure U programs, will be 
allocated to one-time expenditures focused on investment in City infrastructure 
used to deliver Measure U programs/services. 
 

 Measure U revenue shall not be allocated to fund new or expanded programs 
with ongoing costs after June 30, 2015, as the expiration of the tax measure in 
2019 may require those new programs to be reduced or eliminated. 

 
3.6      Prohibited Uses 

 
Measure U resources shall not be used to increase General Fund non-Measure 
U employee compensation or to balance the General Fund budget, except 
where funds would provide for the protection of programs/services specifically 
included in the Measure U ballot language.  

 

3.7      Transparency and Reporting 
 

Measure U revenue and expenditures should be transparent to the City Council, 
the Measure U Citizens Oversight Committee, and Sacramento residents. In 
order to achieve this transparency, Measure U resources will be accounted for 
and reported separately in order to facilitate review by the Council and the 
Oversight Committee. In addition, the following information shall be available: 

 
 The City’s annual financial and compliance audit will include revenues and 

expenditures for the Measure U Fund. 
 

 As requested by the Citizens Oversight Committee, the City shall engage its 
external independent auditors to conduct annual performance audits of Measure 
U spending by budget allocation. 

 
3.5       Transition Plan 

 
The City Manager will prepare a transition plan as part of the FY2018/19 
Proposed Budget to address the expiration of the Measure U tax and the phase 
out of services funded by Measure U. The transition plan should reduce the 
reliance on Measure U resources over time by utilizing the Measure U Reserve 
and converting support for essential programs and services to any alternative 
sources of funding identified.  
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Other Post-Employment Benefits (OPEB) 
 
 
 

Scope:  CITYWIDE 
 
Policy Contact 
Dennis Kauffman 
Finance Operations Manager 
Department of Finance 
(916) 808-5843 
dkauffman@cityofsacramento.org 
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Policy 
 
 
 
 
 
 
 
 
 
 
 
Effective:  February 16, 2016 
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Other Post-Employment Benefits (OPEB) Policy 

 
1.    PURPOSE 

  
In order to assure that the City’s Other Post-Employment Benefits (OPEB) program is 
financially sustainable, the program should accumulate adequate resources in a 
systematic and disciplined manner over the active service life of benefitting employees. 
The City’s OPEB Funding Policy documents the method the City will use to determine 
its actuarially determined contributions to fund the long-term cost of benefits to City 
employees and retirees. The policy also: 

 
 Demonstrates prudent financial management practices; 
 Promotes long-term and strategic thinking; 
 Provides guidance in making annual budget decisions; 
 Reassures bond rating agencies; and 
 Demonstrates to employees and the public how OPEB will be funded to 

ensure adequate funding for negotiated benefits. 
 

2.    BACKGROUND 
  

The City provides OPEB benefits to active employees hired before specific dates based 
on negotiated labor agreements and the unrepresented resolution. The City’s OPEB 
benefits consist of a cash contribution benefit for retiree medical and dental benefits and 
subsidized premiums resulting from blending retirees and active employees in the same 
risk pool. For police and miscellaneous employees, the cash benefit amount is $300 per 
month for retirees only and $365 per month for retirees with dependents. Police 
employees hired after September 3, 2013, and miscellaneous employees hired after 
June 30, 2012, are not eligible for OPEB benefits. For fire employees hired before 
January 14, 2015, the cash benefit amount is the total of the lowest cost $25 co-pay 
health plan premium for one plus an additional 5.28 percent of that cost; the lowest cost 
PPO dental plan for one; and $25.  
 
Fire employees hired on or after January 14, 2015, are eligible for a cash benefit 
amount up to $774 monthly from the date of retirement until the retiree reaches 
Medicare eligibility age, and up to $387 monthly from the date the retiree reaches 
Medicare eligibility. Fire employees pay $45 per month, with a City match of $45 per 
month, deposited to a separate trust fund to pay for the benefit. 
 
The City’s OPEB cash benefit is prorated based on years of service – 50 percent for 
employees with ten to fifteen years of service, 75 percent for employees with fifteen to 
twenty years of service and 100 percent for employees with twenty years of service or 
more.  
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Currently, the City has $363 million in underfunded long-term liabilities associated with 
retiree medical benefits from all funding sources, $309 million attributable to the General 
Fund. While the benefit was historically funded on a pay-as-you-go (pay-go) basis, 
paying only the actual cost of the benefit for retirees in the current fiscal year, financial 
accounting standards require the City to account for the benefit as if it were actuarially 
funded. If the City does not replace the current plan of pay-go combined with minimal 
contributions to the City’s relatively new OPEB trust fund, the City’s pay-go obligation 
will continue to grow, consuming resources that would otherwise pay for vital programs 
and services. 
 
Consistent with best practices, in January 2013 Council authorized the establishment of 
an irrevocable trust with an initial General Fund investment of $2 million. Another $2 
million was contributed to the trust in FY2013/14. The FY2014/15 and FY2015/16 
approved budgets each included a $1 million contribution to the trust, bringing the total 
funding for the trust to $6 million. The approved FY2014/15 and FY2015/16 Budget 
Resolutions also included authority to direct available budgetary resources in the 
pension budget accounts at the end of the fiscal year to the OPEB Trust.  

 
3.     POLICY 

 
3.1      OPEB Actuarially Determined Contribution (ADC) 

 
  The City will engage an OPEB actuary to determine the City’s ADC based on 
biennial actuarial valuations. The ADC will include the normal cost for current 
service and amortization of the unfunded liability. The normal cost1 will be 
calculated using the entry age normal cost method using appropriate economic 
and non-economic assumptions approved by the City.  
 
The City will review the actuarial valuations to validate the completeness and 
accuracy of the employee census data and the reasonableness of the actuarial 
assumptions. Actuarial valuations involve estimates and assumptions about the 
probability of occurrence of events far into the future. Actuarially determined 
amounts are subject to continual revision as actual results are compared to past 
expectations and new estimates are made about the future. 

 
3.2     Funding the ADC 

The City will continue to appropriate in the annual budget for contributions to the 
OPEB Trust and the pay-go costs of OPEB for current retirees, as well as use one-
time savings in pension contributions to make additional contributions to the OPEB 
Trust.  

 

1 Normal Cost – the current year cost of the program to provide the benefit for current employees in the future. 
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The City will fully fund the ADC within 10 years, or by Fiscal Year 2025-26, by 
reducing the gap between its current OPEB funding and the ADC with a combination 
of City contributions, employee contributions, and OPEB plan changes.  

The City will achieve “full funding” of its OPEB plan within 30 years, or by Fiscal Year 
2045-46, with a 20-year amortization of the unfunded liability after the 10-year ramp-
up period. Full funding of the OPEB plan is defined as funding 100 percent of the 
accrued liability on an actuarial basis. 

3.3    Transparency and Reporting 

Funding of the City’s OPEB should be transparent to all parties including City 
employees, retirees, recognized employee organizations, the City Council and 
Sacramento residents.  In order to achieve this transparency, the following 
information shall be available: 

a. Copies of the biennial actuarial valuations for the City’s OPEB plan shall 
be made available to the City Council. 

b. The City’s Comprehensive Annual Financial Report shall be published on 
its website. This report includes information on the City’s OPEB plan, 
contributions to the OPEB Trust, and the funded status of the plan. 

c. The City’s annual operating budget shall include appropriations for 
contributions to the OPEB Trust and pay-go costs. 

 
3.4    Review of Funding Policy 

Funding OPEB requires a long-term plan. The City will review this policy at a 
minimum biennially, coincident with preparation of the actuarial valuations, to 
determine if changes to this policy are necessary to ensure adequate resources 
are being accumulated to fund OPEB benefits. Pol 
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Pension Funding 
 
 

Scope:  CITYWIDE 
 
Policy Contact 
Dennis Kauffman 
Finance Operations Manager 
Department of Finance 
(916) 808-5843 
dkauffman@cityofsacramento.org 
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    3.1     CalPERS ADC 

3.2    SCERS ADC 
3.3    Transparency and Reporting 
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Pension Funding Policy 

 
1.     PURPOSE 

 
 The City’s Pension Funding Policy documents the method the City will use to 

determine its actuarially determined contributions to fund the long-term cost of 
benefits to the plan participants and annuitants. The policy also: 

 
    Provides guidance in making annual budget decisions; 
   Demonstrates prudent financial management practices; 
    Reassures bond rating agencies; and 
    Shows employees and the public how pensions will be funded. 

 
2.     BACKGROUND 

  
The City provides defined benefit retirement benefits through the California Public 
Employees’ Retirement System (PERS) and the Sacramento City Employees’ 
Retirement System (SCERS). PERS is a multiple-employer public employee 
defined benefit pension plan. SCERS is a single-employer defined benefit 
pension plan. 
 
All full-time and certain part-time City employees hired after January 28, 1977 and 
City safety employees, regardless of date of hire, are eligible to participate in 
CalPERS. CalPERS provides retirement and disability benefits, annual cost of 
living adjustments and death benefits to plan members and their beneficiaries.  
CalPERS acts as a common investment and administrative agent for participating 
public entities within the State of California. Benefit provisions and all other 
requirements are established by state statute and City ordinance. 
 
All full-time, non-safety employees hired before January 29, 1977, were eligible to 
participate in SCERS.  SCERS provides retirement and disability benefits, annual cost 
of living adjustments and death benefits to plan members and beneficiaries. Benefit 
provisions and all other requirements are established by the City Charter. 
 
The financial objective of a defined benefit pension plan is to fund the long-term cost of 
benefits provided to the plan participants. In order to assure that the plan is financially 
sustainable, the plan should accumulate adequate resources in a systematic and 
disciplined manner over the active service life of benefitting employees. This funding 
policy outlines the method the City will utilize to determine its actuarially determined 
contributions to fund the long-term cost of benefits to the plan participants and 
annuitants. 
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Pension Funding:  A Guide for Elected Officials, issued by eleven national groups 
including the U.S. Conference of Mayors, the International City/County Management 
Association, and the Government Finance Officers Association, established the 
following five general policy objectives for a pension funding policy:  
 
1. Actuarially Determined Contributions. A pension funding plan should be 

based upon an actuarially determined contribution (ADC) that incorporates 
both the cost of benefits in the current year and the amortization of the plan’s 
unfunded actuarial accrued liability. 

2. Funding Discipline. A commitment to make timely, actuarially determined 
contributions to the retirement system is needed to ensure that sufficient assets 
are available for all current and future retirees. 

3. Intergenerational equity. Annual contributions should be reasonably related 
to the expected and actual cost of each year of service so that the cost of 
employee benefits is paid by the generation of taxpayers who receives 
services from those employees. 

4. Contributions as a stable percentage of payroll. Contributions should be 
managed so that employer costs remain consistent as a percentage of payroll 
over time. 

5. Accountability and transparency. Clear reporting of pension funding should 
include an assessment of whether, how, and when the plan sponsor will ensure 
sufficient assets are available for all current and future retirees. 

3.   POLICY 
 

3.1       CalPERS ADC 
 

  CalPERS actuaries will determine the City’s ADC to CalPERS based on annual 
actuarial valuations. The ADC will include the normal cost for current service and 
amortization of any under-funded amount. The normal cost will be calculated using 
the entry age normal cost method using economic and non-economic assumptions 
approved by the CalPERS Board of Administration. 
 
The City will review the CalPERS annual actuarial valuations to validate the 
completeness and accuracy of the member census data and the reasonableness of 
the actuarial assumptions. 
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 3.2        SCERS ADC  

 
The City will determine its ADC to SCERS using the following principles: 

 
a. The ADC will be calculated by an enrolled actuary and will include the 

normal cost for current service and amortization to collect any under-
funded amount.   

b. The normal cost will be calculated using the entry age normal cost method 
using the following assumptions: 
i. Economic assumptions such as the investment rate of return and 

average salary increase will be reviewed with the actuary to confirm 
reflection of the best anticipated experience. 

ii. Non-economic assumptions, such as rates of separation, disability, 
retirement, mortality, etc. shall be determined by City management in 
consultation with the actuary to reflect current experience. 

c. The un-funded actuarial accrued liability, or the difference between the 
accrued liability and actuarial value of assets, will be amortized over a 
declining number of years given the closed status of the plan.    

 
d. The actuarial value of assets will be determined using a 3-year smoothed 

market value to minimize volatility of the City’s ADC. 
e. The City’s ADC to SCERS will be stated in an annual contribution amount, 

rather than as a percentage of pay, given the closed status of the plan. 
 

3.3     Transparency and Reporting 

Funding of the City’s pension plans should be transparent to vested parties including 
plan participants, annuitants, the SCERS Administrative, Investment, and Fiscal 
Management (AIFM) Board, the City Council and Sacramento residents.  In order to 
achieve this transparency, the following information shall be available: 

a. Copies of the annual actuarial valuations for the City’s CalPERS plans 
shall be made available to the City Council. 

b. A copy of the annual actuarial valuation for SCERS shall be made 
available to the City Council and the SCERS AIFM Board. 

c. The City’s Comprehensive Annual Financial Report shall be published on 
its website. This report includes information on the City’s annual 
contributions to the pension systems and their funded status. 

d. The City’s annual operating budget shall include the City’s contributions to 
SCERS and CalPERS. 
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3.4 Review of Funding Policy 

Funding a defined benefit pension plan requires a long-term horizon.  As such, the 
City will review this policy at least every five years to determine if changes to this 
policy are needed to ensure adequate resources are being accumulated.  
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Risk Management Funding and Reserve Policy 
 

1. PURPOSE 
 
 The City’s Risk Management Funding Policy documents the City’s approach to 

providing adequate financial resources to fund the City’s General and Auto Liability 
and Workers Compensation Programs and establishing and maintaining adequate 
reserves in the Risk Management Internal Service Fund.  

 
 
2.    BACKGROUND 

      
 The City has been self-insured for workers' compensation and for general and auto 

liability since 1971 and 1976, respectively. The General and Auto Liability and 
Workers Compensation Programs charge City departments and funds for the costs 
of providing for claims, as well as for the cost of administering the claims. 

 
 

3.    POLICY 
 

(a) In order to methodically and consistently measure the City’s projected claims, 
the City will contract with a professional outside actuary to prepare annual 
actuarial valuation reports for both categories of claims. Program funding will 
be based on the annual actuarial valuation reports. 

(b) The City’s funding policy will provide program funding at the 80 percent 
confidence level, including recognition of anticipated investment income. 
Confidence level is used by actuaries to determine the realistic possibilities 
that a given funding rate will be sufficient to cover all claims that might be 
incurred in any one program year. An 80 percent confidence level indicates 
that the funding rate should be adequate eight out of 10 years.  

(c) The City shall maintain a Risk Management Reserve dedicated to mitigation 
of the risk of loss arising from potential claims and lawsuits against the City 
for general and auto liability as well as workers’ compensation claims. The 
Risk Management Reserve shall be funded at the following levels:  

 
General and Auto Liability – In addition to annual funding of projected claims 
at the 80 percent confidence level, the City shall maintain a reserve equal to 
two Self-Insured Retention allotments.   

 
Workers’ Compensation – In addition to annual funding of projected claims at 
the 80 percent confidence level, the City shall maintain a reserve equal to two 
SIR allotments.   
 



      FY2016/17 Approved Budget  
  

 

331 
 
 
 

 
If the SIR amount changes in future years, the two SIR allotments will 
continue to be the reserve requirement for both programs. 
        
If either program maintains a balance above the minimum funding and 
reserve requirement, the excess reserves will be used to subsidize City 
contributions over a 1-5 year period depending upon the amount of the 
excess and the City’s economic condition. 

 
If either program has excess claims requiring additional contributions to the 
fund, the City will increase contributions over a 1-3 year period depending on 
the amount of the shortfall and the City’s economic condition to get to the 
minimum funding and reserve requirement. 
 
If one program has excess reserves and the other program has a shortfall, 
transfers between programs may be implemented to reduce or eliminate the 
program shortfall. 

  


	Advanced Life Support (ALS) Revenue Recovery
	Budget Control Policy
	Development Stablilization Contingency Reserve (DSCR) and Development Services Fund Management
	General Fund Economic Uncertainty Reserve Policy
	Interfund Loans
	Measure U Financial Management
	Other Post-Employment Benefits (OPEB)
	Pension Funding
	Risk Management Funding and Reserve Policy

