AGENDA

/\/\ REGULAR MEETING OF THE
FINANCIAL ADVISORY BOARD (FAB)

THE CITY OF —

EL CERRITO

FINANCE DEPARTMENT Tuesday, April 29, 2025 at 6:30 p.m.

City hall, Council Chambers
Staff Liaison 10890 San Pablo Avenue

Crystal Reams | 510-215-4312 El Cerrito, CA 94530
creams@ci.el-cerrito.ca.us

This Meeting Place is Wheelchair Accessible

6:30 p.m. CONVENE REGULAR MEETING

1. ROLL CALL - Chair Kimberly White; Vice-Chair David Carvel
Members Nate Schaffran and Michael McDougall.

2. ORAL COMMUNICATIONS FROM THE PUBLIC
Remarks are typically limited to three (3) minutes per person and may be on
anything within the subject matter jurisdiction of the body. Remarks on non-
agenda items will be heard first, as well as introduction by individuals interested
in serving on the advisory body. Remarks on agenda items will be heard at the
time the item is discussed.

3. COUNCIL/STAFF LIAISONS ANNOUNCEMENTS AND REPORTS (5 min.)
(Attachment)
Staff and/or Councilmembers may report Council policies, priorities and
significant actions taken by the City Council, and/or on matters of general interest
to the FAB.

Staff updates:
e FY25-26 General Fund Budget Study Session
e Federal funding updates
e FY25 Third Quarter Cash & Investment Report

4. APPROVAL OF THE MINUTES (5 min.) (Attachment)
Consider a motion adopting the minutes for the FAB meeting held on March 25,
2025.

5. INTERVIEW OF YOUTH MEMBER (15 min.) (Attachment)
Conduct an informal interview for Financial Advisory Board Youth Applicant Clive
Watson-Lamprey Singer, discuss the application received, and consider possible
action.

6. BUDGET CYCLE RECOMMENDATIONS (15 min.) (Attachment)
Discuss and possible action regarding recommendations to Council.

7. AD-HOC COMMITTEE PURCHASING ORDINANCE UPDATE (30 min.)
Ad-hoc committee to discuss updates.


mailto:creams@ci.el-cerrito.ca.us

8. FUTURE AGENDA ITEMS (5 min.)
e Purchasing Ordinance Review 1988-5 4.04
e Budget cycle recommendations
e Federal funding updates

9. ADJOURNMENT

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting,
please contact the Staff Liaison at 510-215-4312. Notification 48 hours prior to the meeting will enable the City to
make reasonable arrangements to ensure accessibility to this meeting. (28 CFR 35.102—35.104 ADA Title I).

Any writings for documents provided to a majority of the members regarding any item on this agenda will be made
available for public inspection at https://www.el-cerrito.org/Archive.aspx?AMID=93.
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From:

To: Crystal Reams
Subject: public comments
Date: Friday, April 18, 2025 10:34:31 AM

Caution! This message was sent from outside your organization.

Hi Crystal,

I am submitting the following comments into the record:

the Fab is Invited to the Contra Costa Mayors Conference on May 1st at 6:30 PM at the Pleasant Hill Library
$70.00 Per Person RSVP is 4-23-2025

Also Richmond Community Foundation Connects Kick-Off Party 4-26-2025 At Contra Costa College's Fireside
Hall

3:30to 6:00 PM free, RSVP is Required

Sincerely
Cordell



From:

To: Crystal Reams
Cc: ; William Ktsanes; Lisa Motoyama; Rebecca Saltzman
Subject: FAB (4/29/2025) Items not on the agenda
Date: Friday, April 25, 2025 11:22:34 AM
Attachments: FAB 20250429.docx
3.2.2021 City of El Cerrito CalPERS Retirement Plan Presentation.pdf
pars_statement 2024 04 30.pdf
pars statement 2024 12 31.pdf
pars statement 2025 03 31.pdf

I This sender is trusted.

The usual finance policy process is senior management
comes up with an idea. Then the council rubber stamps
it. The community and FAB are irrelevant. | hope that
FAB members will decide to become more engaged in
financial issues and show up to council meetings and
SPEAK UP.

2013 El Cerrito Credit Rating: AA-
2018 El Cerrito Credit Rating: A-
2025 El Cerrito Credit Rating: BBB
What is El Cerrito’s credit rating goal?

What is El Cerrito’s strategy for achieving that goal?

2023 (Valuation Date) UAL Pension Liability:
$89,246,893

2018 UAL Pension Liability: $67,094,347

Change: $22,152,546


mailto:wktsanes@ci.el-cerrito.ca.us
mailto:LMotoyama@ci.el-cerrito.ca.us
mailto:rsaltzman@ci.el-cerrito.ca.us

The usual finance policy process is senior management comes up with an idea. Then the council rubber stamps it. The community and FAB are irrelevant. I hope that FAB members will decide to become more engaged in financial issues and show up to council meetings and SPEAK UP.



2013 El Cerrito Credit Rating: AA-

2018 El Cerrito Credit Rating: A-

2025 El Cerrito Credit Rating: BBB

What is El Cerrito’s credit rating goal?

What is El Cerrito’s  strategy for achieving that goal?



2023 (Valuation Date) UAL Pension Liability: $89,246,893

2018 UAL Pension Liability: $67,094,347

Change: $22,152,546

Percent Change: 33%



2026 UAL Pension Liability Payment (Payment Year): $7,999,538

2018 UAL Pension Liability Payment: $3,169,254

Change: $4,830,284

Percent Change: 152%

Projected payments are expected to soon exceed $10 million.



2026 General Fund Expenditures: $53,764,017

2018 General Fund Expenditures: $39,112,429

Change: $14,651,588

Percent Change: 37%



Section 115 Trust

4/10/2024 Deposit: $1,358,099.00

3/31/2025 Balance: $1,400,160.61

Change: $42,061.61

Percent Change: 3.1%

State of California LAIF: 4.48%

One Month Treasure Rate: 4.33%. One year ago it was 5.49%.

Payments to the city’s financial consulting firm and staff time are not included, so the net return is really lower. Looking at the statements, it appears as though the last few months have experienced significantly more volatility than the first few months. I think FAB members need to understand why.

https://www.calpers.ca.gov/page/employers/actuarial-resources/public-agency-actuarial-valuation-reports 

 UAL Source

		Major Benefit Options

		

		



		

		

		

		



		City

		Plan

		Benefit Formula

		Final Average Compensation Period



		El Cerrito

		Safety Plan

		3% @ 50

		One Year



		El Cerrito

		Miscellaneous

		2.7% @ 55

		One Year



		El Cerrito

		PEPRA Safety Fire Plan

		2.7% @ 57

		Three Year



		El Cerrito

		PEPRA Safety Police Plan

		2.7% @ 57

		Three Year



		El Cerrito

		PEPRA Miscellaneous Plan

		2% @ 62

		Three Year



		Albany

		Safety Fire Plan

		3% @ 55

		One Year



		Albany

		Safety Fire Second Tier Plan

		3% @ 55

		Three Year



		Albany

		Safety Police Plan

		3% @ 55

		One Year



		Albany

		Miscellaneous First Tier Plan

		2.5% @ 55

		Three Year



		Albany

		Miscellaneous Second Tier Plan

		2% @ 60

		Three Year



		Albany

		PEPRA Safety Fire Plan

		2.7% @ 57

		Three Year



		Albany

		PEPRA Safety Police Plan

		2.7% @ 57

		Three Year



		Albany

		PEPRA Miscellaneous Plan

		2% @ 62

		Three Year









The budget deficits and overspending would have been much worse except the city government has cut services and allowed a significant infrastructure decline.



Senior Center permanently shut down.

Pavement Condition Index 2023: 68

Pavement Condition Index 2018: 82



Ohlone Greenway is now in a state of significant disrepair.

Swimming pool needs $2 million in repairs.

Fire Department needs $1 million for a new truck

The city cannot afford to fix the audio-visual equipment in the council chambers.

The city cannot afford to tear down the church that it paid well over $1 Million for.



I recommend that FAB members consider doing the following.

Review the state auditor’s comments about Pension Liability.

Understand why the state auditors gave El Cerrito a ZERO for future pension liability.

Watch the March 2, 2021 financial consultant’s presentation on the UAL and read the slides.

Understand the assumptions underlying the UAL calculation and determine why the liability has sharply increased even though the city makes minimum payments.

Learn how to use the CalPERS UAL tool  in order to do scenario analysis.

Come up with a plan to deal with the pension liability as it “crowds out” services.  



I recommend that FAB members become more engaged and speak out at council meetings. Right now, there is close to zero citizen engagement when financial issues are before the council. If FAB members wish to make a difference, then they need to become more vocal at council meetings.



Ira Sharenow
El Cerrito, CA 




Agenda Item No. 5.B.

CiTty OF EL CERRITO

CALPERS PENSION COSTS UPDATE

INTRODUCTION TO COST MANAGEMENT AND
ALTERNATIVE REPAYMENT STRATEGIES

NHA|ADVISORS

Financial & Policy Strategies.
Delivered.
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Executive Summary of Presentation

» City of El Cerrito has a projected $70.3M Unfunded Accrued Liability (UAL) for
6/30/2021 with CalPERS

70% increase (from S41.4M) over last 7 years

Annual UAL payments (UAL) projected to grow from $4.9M (2021) to $6.9M (2026)
» Other City debt liabilities

$3.9M of Other Post-Employment Benefits (OPEB) net liability (6/30/2019)

$23.3M of COPs, sales taxes revenue bonds, tax and revenue anticipation notes and leases

» Rapidly increasing (and uneven) repayment shape of UAL is causing added pressure
on City’s budget

» Planning for, and evaluating options to manage these rising costs are important for
budget predictability and fiscal health

Cost management strategies - Section 115 Trust, UAL Pay Down and UAL Restructuring

Delivered.
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. BACKGROUND ON CALPERS CosTsS





CalPERS Pension 101
Retirement Plan Overview

» City has 2 primary CalPERS plans

» Miscellaneous: 428 covered members including 108 active

» Safety: 267 covered members including 71 active
» Plans include Classic (hired prior to 2013) employees and PEPRA Plans

MISCELLANEOUS PLANS SAFETY PLANS

Benefit Group # of Actives | Benefit Formula Benefit Group # of Actives | Benefit Formula
Miscellaneous 63 2.7% @ 55 Safety 44 3% @ 50
PEPRA Miscellaneous 45 2% @ 62 PEPRA Safety Fire 8 2.7% @ 57
PEPRA Safety Police 19 2.7% @ 57

Total 71 .

/\,\f\} 5 NHA|ADVISORS

EL CERRITO| Financial & Policy Strategies.
Delivered.





CalPERS Pension 101
Payments Made to CalPERS Annually

» Each year, the City makes two types of payments to PERS:
Normal Cost (NC) = Annual cost for current employees

Unfunded Accrued Liability (UAL): Actuarial Liability MINUS Actuarial
Value of Assets

“How much we currently have vs. how much we need to have in the future
when people actually retire”

Shortfall not repaid all at once; amortized over a longer period of time with the
City paying down a portion each year (principal and interest)

1 CalPERS currently amortizes this debt at a rate of 7%

1 Various components (layers or bases) of the UAL with amortization periods ranging
from 1 to 29 years

Delivered.





Historical
. . PERS Returns
Why CalPERS Costs are Trending Higher 5-Year: 6.3%
10-Year: 8.5%

20-Year: 5.5%
Then ... Now ... 30-Year: 8.0%

» PERS investment returns were » Sluggish investment growth (<6%)

robust (10%+) » Assumptions are changing

Retirement plans were “Super- Expected returns: 8.25% - 7.75% in 2003;
Funded” through the 1990s 7.75% = 7.50% in 2013 - 7.00% by 2020
Earnings on funds were more Mortality rates (people living longer)

than adequate to cover Actuarial Valuation - Market Valuation

retirement costs » Unfunded liabilities are rapidly growing

» Super-funded status induced City’s Miscellaneous Plan UAL has grown

widespread retirement benefits from $13.3M to $20.7M over last 7 years
enhancements _
City’s Safety Plans’” UAL has grown from

$28.2M to $49.6M over last 7 years

o 7 NHA|ADVISORS





Il. HISTORICAL AND PROJECTED COSTS





Historical Growth in Unfunded Accrued Liability (UAL)
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Neighboring Cities: Funded Status (Total Plans)

100%
90%
80%
0,
70.8% 2.7% 69.5% 70.5% 70.7%
70% 66.7%
60%
50%
40%
’ $75.5M $17.8M $45.7M $36.5M $47.3M
UAL $70M UAL UAL UAL UAL UAL
30%
20%
10%
0%
Benicia El Cerrito Hercules Martinez Pinole San Pablo
/\/'q;\ Source: CalPERS Actuarial Valuation Reports (6/30/2019) 10 NHA A D \: I 59 R_S
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Neighboring Cities: FY 2022 Pension Costs as % of Payroll

80%

70% 65.0%

60% 55.9%
52.7%

39.4%

40%
. 34.6%

28.7% 26.8%

30%

20%

10%

0%
Benicia El Cerrito Hercules Martinez Pinole San Pablo

0O % of Payroll (Miscellaneous) 0% of Payroll (Safety)

/\/q;\ Source: CalPERS Actuarial Valuation Reports (6/30/2019) 11 NHA | ADVISORS

EL CERRITO Financial & Policy Strategies.
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CalPERS Historical & Projected UAL Payment Schedule
$70.3M Unfunded Accrued Liability (UAL) @ 7% Interest Rate

L, $8.0
c
2
= $7.0
$6.0
$5.0
$4.0
$3.0
$2.0
s I l . Elmm=l
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o o o o o o o o o o O O C) O o C) O O o o o o o o (@) o o o o
(o] (@ o~ N (o] (o] o o (@ o~ (@ (o] (o] o (@ o~ o~ (o] (o] o o (@

B Total Miscellaneous UAL Total Safety UAL
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I1l. POTENTIAL COST MANAGEMENT STRATEGIES





Potential Strategies to Address Rising Pension Costs

Prepay Annual UAL
Payment

Fresh Start Amortization

Use Cash Reserves to:

Debt/Bonds

¢ 3.4% discount for

paying in beginning of

Fiscal Year

e $165,000 savings for FY

2021

e City implements this
strategy

( Recommended

sl

--------- ~—

EL E:ERRITEI\

® Pros: Shortens

e Cons: New structure

e Set-Up Section 115

e Pension Obligation

repayment period; Trust - Separate trust Bond (POB) — use bond
reduces overall interest solely dedicated to proceeds to reduce
paid pension/OPEB CalPERS UAL

“locked-in” + increased

e Lump Sum Direct Pay
Down of UAL — Reduce

e Restructure payments
for enhanced payment

annual payments in UAL with PERS and smoothing
near term annual payments
Not Recommended -? Further analysis
Recommended ( If Feasible ¥ could be done if
(see next slide) (using Surplus requested
Reserves/ NHA|ADVISORS
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Financial & Policy Strategies.
Delivered.
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Fresh Start Amortization

» City can request new
amortization schedule with
CalPERS

Still amortized at 7%; Must be
shorter than current schedule

Millions

Near term payments are higher,
interest savings taken in later
years

Schedule is “locked-in” and City
can’t go back to old schedule

Due to lack of flexibility, this
strategy is not commonly utilized
— City could effectuate the same
results using either the ADP or
Section 115 strategy while
maintaining some flexibility

A~

'E"E"E'ERRlTD\ -

$8.0

$7.0

$6.0

$5.0

$4.0

$3.0

$2.0

$1.0

El Cerrito 15-Year Fresh Start Savings Analysis

Years 1-15: $6.7M Increase
in Total Payments

Years 16-25: $18.0M in
Cumulative Savings

2022
2023
2024
2025

Current UAL Payments

2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044

2045

e ]5-Year Fresh-Start Payments

NHA ADVISORS

Financial & Policy Strategies.
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Applying Reserve Funds/Annual Surplus
Option 1: Section 115 Trust

» What is it? - Separate trust managed by 3 party (typically not CalPERS)
Dedicated to pension and/or OPEB costs

» Benefits
Potential for increased investment returns vs. current GF reserves

Flexibility — more investment options than CalPERS and can decide when and how to use

Longer-Term: Can grow over time and pay off full UAL in the future

Shorter-Term: Apply during challenging budget years or to “smooth” payment spikes

Diversify assets under management away from CalPERS

» The Trust will show up as an asset on the City’s financial statements, but will not
technically offset UAL until funds are transferred to CalPERS

EEEEEEEEE

) 16 NHA|ADVISORS
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Section 115 Trust — Hypothetical Example

» Assuming $5M is invested in FY 2022 @ 5.0% returns, fund’s growth would cover UAL balance
in 2038 (UAL could be fully paid off), saving $10.6M in UAL payments from FY 2039-2046

» Section 115 Trust funds could also be used to make Normal Contributions to CalPERS during
challenging budget years

UAL Balance vs. Section 115 Trust Balance
$80

$70

Millions

$60
S50
$40
$30
$20

Slo

S-

(@] on < LN (o) N~ (ole] (@)} o i (o] on < LN (o] M~ o0 (@)} o i N on < LN (o)
o o o o o o o o o o on o o o o on o (98] < < < < < < <
o o o o o o o o o o o o o o o o o o o o o o o o o
(@] (@] (g} (@] (g (V] (@] (g} (V] (@] (g} (V] AN (g} (V] AN (@] N (g (g} (@] (@] (g} (@] (g
UAL Balance  essmSection 115 Trust Balance
/\,@a 17 NHA ADVISORS
Financial & Policy Strategies.
Delivere
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Applying Reserve Funds/Annual Surplus
Option 2: ADP — Additional Discretionary Payment
» What is it? — City makes Additional Discretionary Payment (ADP) to CalPERS

and applies funds to a selected amortization base (layer of UAL) oovear
Fiscal Year Base
CalPERS will eliminate payments associated with the portion of the UAL paid off, 2023 373,561
essentially giving the City credit at 7% interest orr 393.a30
2026 403,758
While credit is given at 7% interest, the true benefit of the pay down will be based 2027 414357
on CalPERS actual returns on those funds in the future 2029 436,396
2030 447,851
> Benefits o arnn
. . 2033 484,053
Reduced UAL with CalPERS and associated payments 2034 496,760
2035 509,800
Opportunity for increased investment returns vs. current GF reserves o st
Higher funding ratios 0% 574
2040 580,317
» Example — S5.0M pay down applied to a 20-year UAL base o2 1rae

Reduced

$9.66M of total reduced payments ($4.66M savings net of initial deposit) Payments __%063:479
_InltlaIDep05|t (5,000,000)

Net Savings 4,663,479
Estimated payments assume a 7.00%
Discount Rate and 2.625% Annual Payroll
Growth.

S483K annual average reduction in payment

'E“LWE.ERRITEJ e Financial & Policy Strategies.
Delivered.





Section 115 vs. CalPERS ADP Comparison

OPEB, etc.

OPTION Section 115 Trust Direct UAL Pay Down with CalPERS
Reduced UAL & UAL Payments No Yes

with CalPERS

Reduced Pension Liability in No (but will be off-setting asset on balance Yes

CAFR sheet)

Control of Investment Strategy Yes No

Funds Managed By Trust Administrator CalPERS

Flexibility in Uses Yes (annual expenses, direct UAL pay down, No

Savings

Varies; Depends on when City utilizes funds
to pay liabilities

Immediate; Length of time varies based on

which amortization component is paid off

(City's amortization bases currently range
from 1-29 years)

PARS Trust Administrators

Enhanced Budgetary Flexibility Yes No
How Many Agencies in CA Have 231 Agencies currently w/PARS (111 168 Different Employers for 431 distinct
Used? cities); Several others using other Non- ADPs in 2020

o~

EL CERRITO|
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I1l. UAL RESTRUCTURING CONCEPT & STRATEGY





Restructuring UAL Obligation — Conceptual Overview

» City borrows funds (bond proceeds) to make payment to CalPERS for all or a
portion of its UAL

Typical method is through a Pension Obligation Bond (POB) issued to investors

» Interest rate paid on the new debt would be significantly lower than the 7%
charged by CalPERS on UAL obligation (currently 3.0 to 3.5%)

Public agencies use a POB to also restructure repayment schedule to meet cash flow
objectives and create a more sustainable/predictable repayment shape

» Primary consideration is re-investment/market timing risk

o Financial & Policy Strategies
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Partial List of Recent UAL Restructuring Bonds
Record Low Taxable Interest Rates Have Resulted in Increased Issuance

» Interest rates have ranged from = ) 4B o, & @ E =
2.54% tO 3.75% fOr rece nt penSiOn E:ﬂ:ﬂviiﬁ Do‘:;nev Monterey EIEaj.on Ukiah Cu:ua.c-hella Gardena Arcadia Placentia
b O n d S {2021) [2021) {2021) (2021} {2020) (2020} (2020) (2020) (2020)

$350,090,000 $113,580,000 5$106,335,000 S5147,210,000 549,875,000 517,580,000 $100,550,000 590,000,000  $52,950,000

Dependent on credit rating, market " M AA M . o am e
conditions, term . i

» Spreads to taxable Treasury rates

North Kensington
District Springs FPD Protection Protection
. o o . District CSD
have lowered significantly in recent w0 www oo o a0 awo oo oo oo

m O nt h S, re S u |ti n g i n 2 . 54% tO 2 . 85 % 349,515,000 56,467,000 570,075,000 51,874,111  $219,850,000 5204,085,000 518,311,000 520,305,000 54,544,000
i nte re St rates fo r 4 m Ost rece nt AR Plair:l::nent Ad- Placem:nt Al At Placemen t Ade Pla:e:'lent

transactions o @ O 8,

I(AA” Ch u |a Vista PO B priCEd Februa ry Carson El Monte® Riverside Inglewood®  Montebello® Ontario Larkspur R(i:::;iie Pasadena
11t Jowest pens ion bond rate in recent o (2020) (2020] (2020) (2020} (2020) (2020) (2020) (2020)
h Isto ry ( 2 . 54% fo r 24_ye a r m at u rlty) $108,020,000 $118,725,000 5432,165,000 5101,620,000 $153,425,000 $235,585,000 $18,295,000 §719,995,000 S$131,805,000

/\/\Q 22
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Recent Issuances: Restructuring for Smoothing is a Common Strategy
No One Size Fits All: Term and Shape of Repayment Unique to Each Issuer

Ukiah: Upfront Relief + 1% Escalating + Linear Decline to 2050 Riverside: Targeted Early Savings + “Chop the Peak” + No Dissavings

0 OO0 O «+ &N o <
M o < g <

|
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O O O O O O O O O O O 0O O O 0O 0O 0O OO0 OO0 oo oo oo o o o N N N N N N N N N N N N N N & & N N & & & & & & N N N N N (N
AN AN AN AN AN AN AN AN AN AN AN AN AN NN NN NN NN NN NN NN NN
mm UAL Payments esss»2020 LRB W UAL Payments  emmme2020 POB

Hawthorne: Upfront Relief + 30 Year Level West Covina: Upfront Relief + 25-Year @ 2% Escalating
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2041 S
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2043
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2044 I
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mw UAL Payments esss»2019 POB [ UAL Payments essss»?2020 POB
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Pension Bonds - Benefits and Risks

Primary Benefits Primary Risk: Reinvestment &

e Fiscal Sustainabil'ity Tool: Ability to Market Timing Risk hese risks should be
“re-shape” the City’s pension debt e Savings is ultimately dependent on quantified through a
payments future CalPERS returns, which are stress testing process to

* Near-Term Budgetary Savings unknown at time of issuance better understand the

e Interest Rate Savings “Arbitrage”: City = (primary concern of GFOA) ;nmvizgﬁ e%];f;'g:;srﬁf:; co
can borrow at rates much lower e Present value savings occur if PERS by CalPERS (i.e. What if
(currently = 3.5% — 4.0%) than those earns greater returns than pension PERS only earns 5%?
CalPERS is charging on UAL debt (7%) bond interest rate What if there is another

. . o 2008 Recession?)

* Increase Funding Ratio e Near-term losses exacerbate this risk

e Flexibility to Modify Maturity given large lump sum deposit into

the market

ol 2 NHA|ADVISORS
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Base Case Preliminary Analysis for El Cerrito
100% UAL Funding Scenario: 25-Year Restructuring to Level Payments

” Metrics Restructuring
5 UAL Funded ($) $70,315,511
g UAL Funded (%) 100%
$7.0 Funded Ratio 100%
Maturity 25 Years
Average Life 14.5 Years
$6.0 All-In Interest Rate 3.49%
Present Value Savings (%) 27.60%
Present Value Savings ($) $19,404,440
$5.0 Cumulative Savings $16,686,270
: Savings (2022-2036) $41,229,067
Avg. Annual Savings (2022-2036) $2,748,604
$4.0
$3.0
$2.0 Note: Figures shown are
preliminary estimates for
illustration; assumes
$1.0 CalPERS earns 7.0% annual
investment earnings .
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IV. CONCLUSION AND NEXT STEPS





Conclusion and Potential Next Steps

» Rising pension costs are a challenge facing most public agencies
» City should incorporate projected cost increases into budget and planning process
» City can consider various cost management strategies, including:

Cash reserves for Section 115 Trust or UAL pay down

UAL Restructuring

Optimize service levels given projected resources

Reviewing 5 — 10-year General Fund forecast may be helpful to identify feasibility and
objectives/constraints for these options

» Explore new pension funding policy; Policy could provide guidance related to:
Targeted funding ratios

How to apply (1) one-time monies; (2) surplus annual revenue towards pension liabilities; (3)
savings from a POB

Methodology for allocating these funds between 115 Trust and Additional Discretionary Deposit with CalPERS
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APPENDIX: SAMPLE PENSION FUNDING PoLICY





Example of a Reserve/Pension Funding Policy

» Graphic to right is a conceptual
example of another City’s Reserve

Policy that provides framework Geneial EindiOpeiating
Reserves (15% General
around use of annual surplus Fund Expenses)

» Provides funding mechanism and
flow of funds priority for 6 distinct

/m\

I i i Pension Reserve Fund Economic Contingency
reserves / funds, including Section P e surplus M g Catastrophic Event
115 (pension/OPEB) and a fund to Fund Expenses) Reserves

pay down bond debt early

N

OPEB Fund
(to 100% UAL)

Surplus

Bond Call
Reserve
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pAR S PUBLIC AGENCY Page 1 of 2
= RETIREMENT SERVICES

Monthly Account Report for the Period
04/01/2024 to 04/30/2024

CITY OF EL CERRITO

Crystal Reams City of El Cerrito PARS PAPEBT

Plan Summary

Beginning Plan Value as of

04/01/2024 $0.00
Change in Plan Value $1,361,902.91
Ending Plan Value as of 04/30/2024 $1,361,902.91
Activity Summary by Source
Balance on Balance on
Source 04/01/2024 Contributions Earnings Expenses Distributions Transfers 04/30/2024
PENSION $0.00 $1,358,099.00 $3,803.91 $0.00 $0.00 $0.00 $1,361,902.91
Totals $0.00 $1,358,099.00 $3,803.91 $0.00 $0.00 $0.00 $1,361,902.91
Transactions for the Period
Source Date Description Amount
PENSION 04/10/2024 AGENCY CONTRIBUTIONS $1,358,099.00
PENSION 04/10/2024 INTER-ACCOUNT TRANSFER IN $1,358,099.00
PENSION 04/10/2024 INTER-ACCOUNT TRANSFER OUT $(1,358,099.00)
PENSION 04/30/2024 ACCOUNT GAINS/(LOSSES) $3,803.91
Investment Selection
Source Selected Investment
PENSION Liquidity Management (US Treasury)
Investment Objective
Selected Investment Description

The primary goal is to provide current income with liquidity and stability of principal through investments

Liquidity Management (US Treasury) in short-term U.S. Treasury obligations.

Investment Performance

Annualized Return Inception
Source 1-Month 3-Month 1-Year 3-Years 5-Years 10-Years Date
PENSION 0.41% - - - - - 04/10/2024

4350 Von Karman Ave., Ste. 100, Newport Beach, CA 92660-2043 phone 800.540.6369 fax 949.250.1250 www.pars.org





pA R S PUBLIC AGENCY Page 2 of 2
m RETIREMENT SERVICES

Monthly Account Report for the Period
04/01/2024 to 04/30/2024

CITY OF EL CERRITO

Crystal Reams City of El Cerrito PARS PAPEBT

Information as provided by US Bank, Trustee for PARS. Investments are NOT insured by the FDIC or by any other Federal
Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any Bank affiliate, and MAY lose value,
including possible loss of principal. Past performance does not guarantee future results. Account balances are inclusive of Trust
Administration, Trustee and Investment Management fees if applicable. Performance returns may not reflect the deduction of
applicable fees, which could reduce returns. Annualized Return is the return on an investment over a period other than one year
multiplied or divided to give a comparable one-year return. Information is deemed reliable but may be subject to change. The plan's
Rate of Return may differ from the rate of return in the above linked document. Reasons for the difference may include the timing of
transactions into and out of the plan, the duration of time the plan's funds reside in the sweep account and differences in the
methodology used to calculate performance.

4350 Von Karman Ave., Ste. 100, Newport Beach, CA 92660-2043 phone 800.540.6369 fax 949.250.1250 www.pars.org
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= RETIREMENT SERVICES

Monthly Account Report for the Period
12/01/2024 to 12/31/2024

CITY OF EL CERRITO

Crystal Reams City of El Cerrito PARS PAPEBT

Plan Summary

Beginning Plan Value as of $1.399,812.01

12/01/2024
Change in Plan Value $(13,353.92)
Ending Plan Value as of 12/31/2024 $1,386,458.09
Activity Summary by Source

Balance on Balance on
Source 12/01/2024 Contributions Earnings Expenses Distributions Transfers 12/31/2024
PENSION $1,399,812.01 $0.00 $(13,062.29) $(291.63) $0.00 $0.00 $1,386,458.09
Totals $1,399,812.01 $0.00 $(13,062.29) $(291.63) $0.00 $0.00 $1,386,458.09

Transactions for the Period
Source Date Description Amount
PENSION 12/13/2024 INTER-ACCOUNT TRANSFER IN $1,259,830.00
PENSION 12/13/2024 INTER-ACCOUNT TRANSFER OUT $(1,259,830.00)
PENSION 12/23/2024 INTER-ACCOUNT TRANSFER IN $291.63
PENSION 12/23/2024 INTER-ACCOUNT TRANSFER OUT $(291.63)
PENSION 12/31/2024 ACCOUNT GAINS/(LOSSES) $2,358.38
PENSION 12/31/2024 ACCOUNT GAINS/(LOSSES) $(15,420.95)
PENSION 12/31/2024 ACCOUNT GAINS/(LOSSES) $0.28
PENSION 12/31/2024 TRUST ADMINISTRATOR FEES $(291.63)
Investment Selection
Source Selected Investment
PENSION Liquidity Management (US Treasury)
Investment Objective
Selected Investment Description

The primary goal is to provide current income with liquidity and stability of principal through investments

Liquidity Management (US Treasury) in short-term U.S. Treasury obligations.

4350 Von Karman Ave., Ste. 100, Newport Beach, CA 92660-2043 phone 800.540.6369 fax 949.250.1250 www.pars.org





pA R S PUBLIC AGENCY
m RETIREMENT SERVICES

Crystal Reams

Page 2 of 2

Monthly Account Report for the Period

12/01/2024 to 12/31/2024

CITY OF EL CERRITO

City of El Cerrito PARS PAPEBT

Investment Performance

Annualized Return Inception
Source 1-Month 3-Month 1-Year 3-Years 5-Years 10-Years Date
PENSION -0.93% -0.17% - - - - 04/10/2024

Information as provided by US Bank, Trustee for PARS. Investments are NOT insured by the FDIC or by any other Federal
Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any Bank affiliate, and MAY lose value,
including possible loss of principal. Past performance does not guarantee future results. Account balances are inclusive of Trust
Administration, Trustee and Investment Management fees if applicable. Performance returns may not reflect the deduction of
applicable fees, which could reduce returns. Annualized Return is the return on an investment over a period other than one year
multiplied or divided to give a comparable one-year return. Information is deemed reliable but may be subject to change. The plan's
Rate of Return may differ from the rate of return in the above linked document. Reasons for the difference may include the timing of
transactions into and out of the plan, the duration of time the plan's funds reside in the sweep account and differences in the

methodology used to calculate performance.

4350 Von Karman Ave., Ste. 100, Newport Beach, CA 92660-2043 phone 800.540.6369 fax 949.250.1250 www.pars.org






PARDS

Crystal Reams

PUBLIC AGENCY
m RETIREMENT SERVICES

Page 1 of 2

Monthly Account Report for the Period
03/01/2025 to 03/31/2025

CITY OF EL CERRITO
City of El Cerrito PARS PAPEBT

Plan Summary

Beginning Plan Value as of
03/01/2025

Ch

ange in Plan Value

Ending Plan Value as of 03/31/2025

$1,419,330.82

$(19,170.21)
$1,400,160.61

Activity Summary by Source

Balance on Balance on
Source 03/01/2025 Contributions Earnings Expenses Distributions Transfers 03/31/2025
PENSION $1,419,330.82 $0.00 $(18,480.73) $(689.48) $0.00 $0.00 $1,400,160.61
Totals $1,419,330.82 $0.00 $(18,480.73) $(689.48) $0.00 $0.00 $1,400,160.61

Transactions for the Period
Source Date Description Amount
PENSION 03/25/2025 INTER-ACCOUNT TRANSFER IN $0.30
PENSION 03/25/2025 INTER-ACCOUNT TRANSFER OUT $(0.30)
PENSION 03/27/2025 INTER-ACCOUNT TRANSFER IN $295.69
PENSION 03/27/2025 INTER-ACCOUNT TRANSFER OUT $(295.69)
PENSION 03/28/2025 TRUST ADMINISTRATOR FEES $(295.69)
PENSION 03/31/2025 ACCOUNT GAINS/(LOSSES) $0.03
PENSION 03/31/2025 ACCOUNT GAINS/(LOSSES) $(18,480.76)
PENSION 03/31/2025 ACCOUNT GAINS/(LOSSES) $0.00
PENSION 03/31/2025 ASSET MGMT FEES $(0.08)
PENSION 03/31/2025 ASSET MGMT FEES $(393.71)
PENSION 03/31/2025 INTER-ACCOUNT TRANSFER IN $0.08
PENSION 03/31/2025 INTER-ACCOUNT TRANSFER OUT $(0.08)
Investment Selection
Source Selected Investment

PENSION Liquidity Management (US Treasury)

Investment Objective

Selected Investment

Description

Liquidity Management (US Treasury)

The primary goal is to provide current income with liquidity and stability of principal through investments

in short-term U.S. Treasury obligations.

4350 Von Karman Ave., Ste. 100, Newport Beach, CA 92660-2043 phone 800.540.6369 fax 949.250.1250 www.pars.org





pA R S PUBLIC AGENCY
m RETIREMENT SERVICES

Crystal Reams

Page 2 of 2

Monthly Account Report for the Period

03/01/2025 to 03/31/2025

CITY OF EL CERRITO

City of El Cerrito PARS PAPEBT

Investment Performance

Annualized Return Inception
Source 1-Month 3-Month 1-Year 3-Years 5-Years 10-Years Date
PENSION -1.30% 1.11% 3.54% - - - 04/10/2024

Information as provided by US Bank, Trustee for PARS. Investments are NOT insured by the FDIC or by any other Federal
Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any Bank affiliate, and MAY lose value,
including possible loss of principal. Past performance does not guarantee future results. Account balances are inclusive of Trust
Administration, Trustee and Investment Management fees if applicable. Performance returns may not reflect the deduction of
applicable fees, which could reduce returns. Annualized Return is the return on an investment over a period other than one year
multiplied or divided to give a comparable one-year return. Information is deemed reliable but may be subject to change. The plan's
Rate of Return may differ from the rate of return in the above linked document. Reasons for the difference may include the timing of
transactions into and out of the plan, the duration of time the plan's funds reside in the sweep account and differences in the

methodology used to calculate performance.

4350 Von Karman Ave., Ste. 100, Newport Beach, CA 92660-2043 phone 800.540.6369 fax 949.250.1250 www.pars.org






Percent Change: 33%

2026 UAL Pension Liability Payment (Payment Year):
$7,999,538

2018 UAL Pension Liability Payment: $3,169,254
Change: 4,830,284
Percent Change: 152%

Projected payments are expected to soon exceed $10
million.

2026 General Fund Expenditures: $53,764,017
2018 General Fund Expenditures: $39,112,429
Change: $14,651,588

Percent Change: 37%

Section 115 Trust
4/10/2024 Deposit: $1,358,099.00

3/31/2025 Balance: $1,400,160.61



Change: $42,061.61

Percent Change: 3.1%

State of California LAIF: 4.48%

One Month Treasure Rate: 4.33%. One year ago it was

5.49%.

Payments to the city’s financial consulting firm and staff
time are not included, so the net return is really lower.
Looking at the statements, it appears as though the last
few months have experienced significantly more volatility
than the first few months. | think FAB members need to
understand why.

https://www.calpers.ca.gov/page/employers/actuarial-
resources/public-agency-actuarial-valuation-reports

UAL Source

Major Benefit Options

City

El
Cerrito
El
Cerrito
El
Cerrito
El
Cerrito
El
Cerrito
Albany

Plan

Safety Plan

Miscellaneous

PEPRA Safety Fire Plan

PEPRA Safety Police Plan

PEPRA Miscellaneous Plan
Safety Fire Plan

Benefit
Formula

3% @ 50

2.7% @ 55

2.7% @ 57

2.7% @ 57

2% @ 62
3% @ 55

Final Average
Compensation Period

One Year

One Year

Three Year

Three Year

Three Year
One Year


https://us-west-2.protection.sophos.com/?d=ca.gov&u=aHR0cHM6Ly93d3cuY2FscGVycy5jYS5nb3YvcGFnZS9lbXBsb3llcnMvYWN0dWFyaWFsLXJlc291cmNlcy9wdWJsaWMtYWdlbmN5LWFjdHVhcmlhbC12YWx1YXRpb24tcmVwb3J0cw==&p=m&i=NjQ3MGQwOGI5NGQ3NzExOTcxYzI0Y2Rj&t=c21uTlNBcVNQOWlISTQrMm9RSHB1UzU5T3owWFh4U1pyY3M1RUxXNHZaOD0=&h=562001de526e4fc4be0d06d73176d0d4&s=AVNPUEhUT0NFTkNSWVBUSVYVSzo9C8VuVqea4tSmuw_ft9YRN4zMQ0_PMrC7j1LLSQ
https://us-west-2.protection.sophos.com/?d=ca.gov&u=aHR0cHM6Ly93d3cuY2FscGVycy5jYS5nb3YvcGFnZS9lbXBsb3llcnMvYWN0dWFyaWFsLXJlc291cmNlcy9wdWJsaWMtYWdlbmN5LWFjdHVhcmlhbC12YWx1YXRpb24tcmVwb3J0cw==&p=m&i=NjQ3MGQwOGI5NGQ3NzExOTcxYzI0Y2Rj&t=c21uTlNBcVNQOWlISTQrMm9RSHB1UzU5T3owWFh4U1pyY3M1RUxXNHZaOD0=&h=562001de526e4fc4be0d06d73176d0d4&s=AVNPUEhUT0NFTkNSWVBUSVYVSzo9C8VuVqea4tSmuw_ft9YRN4zMQ0_PMrC7j1LLSQ

Albany Safety Fire Second Tier Plan 3% @ 55 Three Year

Albany Safety Police Plan 3% @ 55 One Year

Albany Miscellaneous First Tier Plan 2.5% @55 Three Year
Miscellaneous Second Tier

Albany Plan 2% @ 60 Three Year

Albany PEPRA Safety Fire Plan 2.7% @ 57 Three Year

Albany PEPRA Safety Police Plan 2.7% @ 57 Three Year

Albany PEPRA Miscellaneous Plan 2% @ 62 Three Year

The budget deficits and overspending would have been
much worse except the city government has cut services
and allowed a significant infrastructure decline.

Senior Center permanently shut down.
Pavement Condition Index 2023: 68

Pavement Condition Index 2018: 82

Ohlone Greenway is now in a state of significant
disrepair.

Swimming pool needs $2 million in repairs.
Fire Department needs $1 million for a new truck

The city cannot afford to fix the audio-visual equipment in



the council chambers.

The city cannot afford to tear down the church that it paid
well over $1 Million for.

| recommend that FAB members consider doing the
following.

Review the state auditor's comments about Pension
Liability.

Understand why the state auditors gave El Cerrito a
ZERO for future pension liability.

Watch the March 2, 2021 financial consultant’s
presentation on the UAL and read the slides.

Understand the assumptions underlying the UAL
calculation and determine why the liability has sharply
increased even though the city makes minimum
payments.

Learn how to use the CalPERS UAL tool in order to
do scenario analysis.

Come up with a plan to deal with the pension liability as it
“crowds out” services.

| recommend that FAB members become more engaged



and speak out at council meetings. Right now, there is
close to zero citizen engagement when financial issues
are before the council. If FAB members wish to make a
difference, then they need to become more vocal at
council meetings.

Ira Sharenow
El Cerrito, CA



From:

To: Crystal Reams
Subject: Public Comments
Date: Friday, April 25, 2025 11:30:17 AM

Caution! This message was sent from outside your organization.
Hello Crystal,
| am Sending you some comments into the Record:

1. the FAB is Invited to the Contra Costa Mayors Conference on June 5th at 6:30 PM hosted by the city of San
Ramon

$70.00 Per Person RSV P is Required
2. Also the National Night Out on August 5th Hosted by the City of Hercules

Sincerely
Cordell





