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Auburn Area Recreation and Park District
Minutes
of the Program, Personnel, Policy, Fee & Legal Review Committee Meeting
Wednesday, February 17, 2021 at 1:00 PM
Canyon View Community Center
471 Maidu Drive
Aubum, CA 95603

CALL TO ORDER

The meeting of the Program, Personnel, Policy, Fee & Legal Review Committee was
called to order at 1:03 p.m.

ROLL CALL

Directors Holbrook and Ainsleigh were present.

ANNOUNCEMENTS, AGENDA REVIEW, CHANGES AND APPROVAL

The agenda was approved by Director Holbrook.

PUBLIC COMMENT- This is the time wherein any person may comment on

Any item not on the agenda within the subject matter jurisdiction of the Committee.
After you are recognized by the Committee Chairperson, please state your name

and address for the record (optional). There is a time limit of three minutes.

None.
BUSINESS

4.1 Approval of Minutes from the January 20, 2021 Program, Personnel, Policy,
Fee & Legal Review Committee Meeting

The minutes from the January 20, 2021 Program, Personnel, Policy, Fee & Legal
Review Commitiee meeting were reviewed and approved by Director Holbrook,

4.2 Letter Supporting Hwy 49 Bridge Debris Removal Project

Directors Holbrook and Ainsleigh reviewed and approved the letter supporting
Hwy 49 Bridge Debris Removal Project and forwarded it to the Board of
Directors for review and approval.

4.3 Letter Supporting AB 361: Declared Emergencies and Brown Act
Requirements

Directors Holbrook and Ainsleigh reviewed and approved the letter Supporting
AB 361: Declared Emergencies and Brown Act Requirements and forwarded it
to the Board of Directors for review and approval.



4.4  Approval of Legal Bills - legal bills were approved.

4.5 Discussion Items:

1.

o

Review of Policies and Ordinances: Cameras, Parking and Signage — see
attachment. This information was discussed by the Committee.

. Review of Policies Regarding Rental of Facilities — see attachment. This

information was discussed by the Committee.

. Review of Policies Regarding Donations to ARD - see attachment. This

information was discussed by the Committee.

5.0 ITEMS TO BE CONSIDERED AT FUTURE PROGRAM, PERSONNEL,
POLICY, FEE & LEGAL REVIEW COMMITTEE MEETINGS

5.1 PENDING ITEMS REQUIRING MORE DETAILED RESEARCH

None.

ADJOURNED

As there was no further business, the meeting was adjourned at 1:44 p.m.

Board Secretary Date



Item 4.2 Cover sheet — Resolution #2021-07: Establishing a UAL
CalPERS Pension Prefunding/115 Trust

Auburn Area Recreation and Park District Policy Committee, March 2021
The Issue

Shall the Auburn Area Recreation and Park District (ARD) Policy Committee recommend
approving Resolution #2021-07 to establish a Section 115 Trust for planning for future funding
of the CalPERS Pension?

Background

CalMuni Advisors contacted ARD and provided an informative presentation on possibly
prefunding the CalPERS Liability to ultimately save the District in interest liability that CalPERS
is charging ARD annually on the UAL. Their organization prepares for Bond financing, but only
recommends loans of 31 Million or more. The interest being charged by CalPERS is currently
7%. The interest on Bonds is approximately 4%,

For fiscal year 2020/2021, ARD Board of Directors authorized in November, 2020 liquidizing the
Unfunded Liability Reserve balance and with some additional funds of $39,000 from the
Equipment Reserves to use to pay down the Unfunded Accrued Liability (UAL) in the amount of
$280,000. We sent in $140,000 and applied it to the unfunded liability of $1,278,312. We
selected that it be applied to a 27-year amortization period basis, to save the most over time. Our
estimated payment for 2022-23 dropped by $10,000. $140,000 remains in our general fund and
that payment will be made after we review the impact of this years’ investment returns. CalPERS
highly recommended not sending it in all at once, to make sure we make a wise decision on how
it should be applied.

ARD’s underfunded pension liability payment required by CalPERS for fiscal year 2021-22 is
$93,593 and will be paid July 2021. The required payment for CalPERS for fiscal year 2022-23
is now estimated at $92,800, moving us in the right direction.

ARD is currently at 80.2% of future funded pension liability within CalPERS for the classic
retirement plan and at 90.7% for the PEPRA retirement plan. It is an optimal position to be at
80% or above, per Andrew Sisk, CPA (Auditor-Controller) of Placer County.

Andy Heath, Financial Director for the City of Auburn as well as the Administrative Services
Director for the City of Grass Valley concurs with Andrew Sisk. Andy Heath believes we
should be at about 85% once our contribution of $280,000 has been applied to our UAL at
CalPERS. He does not recommend whatsoever establishing a Bond to pay off the UAL in full,
instead he recommends funding a 115 Trust, as that would be more equitable.

Mpr. Sisk shared that Placer County’s goal is to reach 80%; as their optimal position. They are
allocating funds into a PARS Section 115 Trust (Public Agency Retirement Systems) account to
prefund their UAL, which gives them some flexibility. As long as the funds within the trust are
spent for UAL, they can be accessed at any time. So, during adverse financial times, the funds
within the trust can be utilized to pay CalPERS payments if needed. In comparison, prefunding
directly into CalPERS cannot be accessed once submitted. CalPERS also administers a Section
115 Trust for Pensions,

CalPERS assumes a 7% discount rate of return on the funds within its investment portfolio. It
also charges the District the 7% interest on the UAL. So, when the CalPERS investments fall

[



short of the 7% return, our UAL increases and the UAL is also charged 7% interest on top of the
new allocation. Should CalPERS returns earn more than 7%, our UAL will likewise decrease.

It is in ARD’s best interest to lower that max payback payment to below $100,000. Payments
above $100,000 are not sustainable for ARD.

In fiscal year 2021-22 ARD has budgeted an additional $113,482 (10% of the new current UAL)
to set aside for prefunding or investing in a Section 115 Trust. It would be wise to contribute
some of this payment directly to prefund and contribute some of this to a Section 115 Trust.

Representatives from CalPERS and PARS will present program, rates, fees, etc. at the Policy
Committee and Board meeting. The Board will need to select one of these Trust Consultants to
administer the 115 Trust.

Once the Board has selected a Trust Administrator and adopted Resolution 2021-07, staff will
have ARD legal counsel review the associated paperwork.

Reconunendation for the Policy Committee

1) Hear the presentation by the representatives from CalPERS and PARS and recommend one for
approval by the Board of Directors.

2) Recommend adoption of Resolution #2021-07, with the name of the Trust Administrator to be
filled in after Board approval.

Alternatives available
1) Do not establish a section 115 Trust.
Fiscal Impact
Unknown, due to fluctuations in the market.
Attachments
Resolution #2021-07
CalMuni Advisors Proposal
Section 115 Trust Informational presentation

PARS Pension Rate Stabilization Program
CalPERS Section 115 Prefunding Trust Program



RESOLUTION NO. 2021-07

RESOLUTION OF THE BOARD OF DIRECTORS
OF THE AUBURN AREA RECREATION AND PARK DISTRICT
APPROVING THE ADOPTION OF THE
PUBLIC AGENCIES POST-EMPLOYMENT BENEFITS TRUST
ADMINISTERED BY

WHEREAS has made available the Trust (the
“Program”} for the purpose of pre-funding pension obligations and/or OPEB obligations; and

WHEREAS the Auburn Area Recreation and Park District (“District”) is eligible to participate in the Program, a tax-
exempt trust performing an essential governmental function within the meaning of Section 115 of the Internal Revenue
Code, as amended, and the Regulations issued there under, and is a tax-exempt trust under the relevant statutory
provisions of the State of California; and

WHEREAS the District’s adoption and operation of the Program has no effect on any current or former employee's
entitlement to post-employment benefits; and

WHEREAS the terms and conditions of post-employment benefit entitlement, if any, are governed by contracts
separate from and independent of the Program; and

WHEREAS the District’s funding of the Program does not, and is not intended to, create any new vested right to any
benefit nor strengthen any existing vested right; and

WHEREAS the District reserves the right to make contributions, if any, to the Program.
NOW THEREFORE, BE IT RESOLVED THAT:

1. The Board of Directors hereby adopts the Trust, effective March 25, 2021; and

2. The Board hereby appoints the Administrative Services Manager, or his/her successor or his/her designee as
the District’s Plan Administrator for the Program; and

3. The District's Plan Administrator is hereby authorized to execute the legal and administrative
documents on behalf of the District and to take whatever additional actions are necessary to maintain the
District’s participation in the Program and to maintain compliance of any relevant regulation issued or as may
be issued; therefore, authorizing him/her to take whatever additional actions are required to administer the
District’s Program.

AYES: NOES: ABSENT: ABSTAIN:

STATE OF CALIFORNIA
COUNTY OF PLACER

Patricia Larson, the Clerk of the Board of Directors of the Auburn Area Recreation and Park District, State of California,
hereby certifies that the above foregoing resolution was duly and regularly adopted by said District at a regular meeting
thereof held on the March 25th, 2021 and passed by a vote of said Board.

IN WITNESS WHEREOF | have hereunto set my hand and seal this , 2021.

Patricia Larsan, Clerk of the Board

H. Gordon Ainsleigh, Chairman of the Board



From:

Date:

Re:

TECHNICAL MEMORANDUM
Mr. Kahl Muscott, Auburn Area Recreation and Park District
Ms. Veona Galbraith, Auburn Area Recreation and Park District
Dmitry Semenov, California Municipal Advisors LLC
September 17, 2020

Potential UAL Optimization Options

Per your request, we have analyzed two options for the optimization of the Unfunded Accrued
Liability (UAL) of the Aubunr Arca Recreation and Park District. This Technical Memorandum
summarizes the results of our analysis.

The following options were analyzed:

Option A: Prepay approximately $280,000 of the UAL with cash and leave all remaining
UAL Amortization Bases outstanding.

Option B: Prepay approximately $280,000 of the UAL with cash and refinance the rest of
the UAL balance (approximately $998,000) over a 15-year term.

Option C: Prepay approximately $280,000 of the UAL with cash and refinance the rest of
the UAL balance (approximately $998,000) over a 20-year term.

For Option A, we selected several UAL Amortization Bases to match the targeted prepayment
amount and estimate the approximate interest savings amount. The final selection of the bases will
have dircct correlation to the actual interest savings amount.

Under Options B and C, we utilized the following assumptions:

Only the Miscellaneous Plan UAL was analyzed. The outstanding balance of the PEPRA
Miscellancous Plan UAL could also be included in the refunding strategy to gencrate
additional cash flow / financing cost savings.

4.25% and 4.50% interest rates were used, respectively. These rates are higher than the
current market, but we are utilizing the higher rates in order to remain conservative in our
analysis and expectations. If you would like for us to model different interest rates, let us
know. The actual interest rates would be determined through a competitive bidding process
at the time of the refunding.

CORPORATE OFFICES: 20 SOUTH SANTA CRUI AVENUE, LOS GATOS, CA 95030
TEL: 9V6.257.5789; WEB: WWW_CALMUNIADVISORS.COM



Auburn Area Recreation and Park Districe
Patential UAL Optimization Options — 09/17:2020
Page 2

- We assumed private placement financing (bank loan) and estimated total costs of issuance
of $85,000. The costs of issuance are estimates only and will vary depending on the
financing tcam sclection, method of debt issuance, and financing structure.

- No assumptions were made for the forgone interest earnings that could be realized by the
District on investing its cash reserves rather than using them to pay down the UAL.

- Semi-annual principal and interest payments.

- Level annual debt service.

The attached Table 1 summarizes the results of the analysis of optimization options. The attached
Graph 1 shows the overlay of the options over the current UAL payment schedule. Note that all
calculations are based on the District’s 2019 Actuarial Valuation Report and does not incorporate
any changes that have taken place since that report or any changes that CalPERS will make in the
future.

As our analysis shows under Option A, if the District prepays $280,000 of the UAL balance, it
would save approximately $240,000 in interest paid to CalPERS over the next 20 years and will
recoup this cash payment in form of lower UAL payments by FY2031. The highest payment
amount on the remaining outstanding bases would be reduced from approximately $142,000 to
approximately $109,000. Note that the actual amount of interest savings and the annual payment
amounts can vary and will depend on the timing of the payment and the UAL amortization bases
that the payment will be applied to.

Under Options B and C, combining the $280,000 cash payment with a refunding of the remaining
UAL balance, the District could realize financing cost savings of approximately $385,000 (Option
C) to $560,000 (Option B), depending on the refinancing term. Note that the savings calculation
includes only financing costs savings — it does not count your cash prepayment amount as savings.
Under the refinancing scenarios, the District will have a level annual debt service cost of
approximately $83,000 (Option C) or $98,000 (Option B). The District will be able to recover the
amount of the cash prepayment through the lower UAL payments by 2030-33, depending on the
term of the refinancing. Finally, under the refinancing options, the District will fully pay off the
current UAL balances by the end of the financing term.

Please, refer to the 08/10/2020 Preliminary Pension Liability Assessment presentation for
discussion of risks associated with the refunding of the UAL. Note that the refunding scenarios are
based on the market conditions as of today. Actual interest rates and availability of capital at the
time of refunding can vary on daily basis and are likely to differ from those shown in the table.

Cc:  Camcron Weist and Lloyd Hedenland, Jr., The Weist Law Firm
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Auburn Area Recreation and Park District
Potential UAL Optimization Options - 09/17:20240

Puge 3
Table 1
Auburn Area Recreation and Park District
UAL Optimization Analysis - Misc Plan
Option B - 0 C-
e Option A - . ption

Description Prepay Only Prepay + Prepay +

pay 15-yr Refi 20-yr Refi
Cash Prepayment $280,091 $280,091 $280,091
Refunding S0 5998,221 $998,221
Remaining Bases $998,221 S0 $0
Total UAL $1,278,312 $1,278,312 $1,278,312

Financing Cost Savings Analysis Summary

Total Financing Cost - CalPERS $1,041,644 $1,041,644 $1,041,644
Annual Debt Service Amount S0 598,402 $82,709
Max Current Residual UAL Payment [1] $109,095 S0 50
Max Current Annual UAL Cost [1] $109,095 $98,402 $82,709
Total Interest Cost S0 $392,808 $570,961
Costs of Issuance [2] S0 $85,000 $85,000
Total Financing Cost S0 $477,808 $655,961
Total Financing Cost Savings [3] $237,565 $563,836 $385,683
Year to Recoup Cash Prepayment 2032 2033 2030

{1] Maximum Annual UAL cost is estimated based on the level debt service refunding of the
UAL balance shown in the 06/30/2019 CalPERS Actuarial Valuation Report and does not include
any additional future bases that will be added by CalPERS.

[2] Costs of issuance are estimates for private placement and will vary.

[3] Total Financing Cost Savings include interest savings only {cash prepayment is NOT included
in this calculation} and do not take into consideration interest that could be earned on cash
reserves.
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