MEMORANDUM
TO:

HONORABLE MAYOR AND CITY COUNCIL

THRU:

ANTON DAHLERBRUCH, CITY MANAGER /s/

FROM:

SHARON DEL ROSARIO, INTERIM FINANCE DIRECTOR /s/
KARINA BAÑALES, ASSISTANT TO THE CITY MANAGER /s/

SUBJECT: DISCUSSION AND APPROVAL OF DECISION PACKAGES AND
CAPITAL IMPROVEMENT PROJECTS FOR INCLUSION IN THE
DRAFT 2018-2020 FISCAL YEAR BUDGET
DATE:

MAY 30, 2018

Preparation of a two-year fiscal year (FY) budget involves numerous steps. Ultimately, it
results in the City Council’s adoption of a document, the budget that serves as the City’s
roadmap for allocating resources. In other words, the budget is a resource allocation plan that
represents the funding and staff allocations for fulfilling the policies, priorities, and services
established by the City Council for serving residents and the public. Importantly, the budget
also serves as fiscal projections for managing and monitoring revenue and expenditures in a
fiscally responsible manner and as the mechanism for approving and appropriating the
expenditures that are necessary for City operations.
To date, the steps in the City’s budget preparation process have included a public presentation
to the City Council of the mid-year budget status and a subsequent presentation of year-end
revenue, expenditure and Fund Balance projections. Additionally, the third and fourth step
included the presentation on the 2018-2020 fiscal year (FY) Base Budget 1 and the opportunity
for the City Council to identify its budget priorities for consideration.
Several more steps remain before the budget is finalized for adoption. As the fifth step in the
budget preparation process, this workshop is to discuss and receive the City Council’s direction
on Decision Packages to incorporate the City Council’s priorities into the draft budget. Then,
on June 12, 2018, staff will present the City Council with the draft budget consisting of the
Base Budget and Decision Packages. Additionally, on June 12, 2018, the City Council will be

1

The Base Budget represents the revenues and expenses that constitute the resources necessary for maintaining
current services.
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asked to affirm or modify the City’s Investment Policy2. Then, based on any additional
modifications to the draft budget at this meeting, the final budget will be presented for the City
Council’s approval on June 26, 2018 3.
THIS DECISION PACKAGE PRESENTATION
The City Council is asked to determine if and how to allocate the revenue and / or unobligated
Fund Balance (funds not held as a Reserve) that exceed the funding that has been established
for the Base Budget. For these decisions, the City Council is provided with Decision Packages.
Each Decision Package represent discretionary items / choice for consideration. They are
comprised of ideas, policies, and options for staffing, projects, programs, and funding. For
example, the Base Budget does not include a “transfer out” of the General Fund to the Capital
Improvement Fund and / or Parklands Fund for infrastructure and parklands enhancements,
respectively. Two Decision Packages are presented to prompt the City Council’s discussion
and determination on if and how much should be transferred into each Fund. Similarly, the
Base Budget includes a “transfer out” from the General Fund into the Equipment Replacement
Fund. A Decision Package prompts the City Council’s discussion and determination if and
how much should be transferred.
This presentation of Decision Packages also incorporates a discussion and determination of
infrastructure projects for inclusion in the FY 2018-2020 Capital Improvement Fund. In other
words, the City Council is asked to determine the priority capital improvement projects for the
next two years. For this discussion, staff presents recommendations, identifies defunded
projects, and lists other potential projects for consideration.
Finally, related to the City Council’s discretionary ability to affect pension obligations, this
meeting will include a relatively brief one-hour presentation and conversation with a CalPERS
representative.
DISCUSSION
The City Council is requested to provide an approval, modified approval or denial of Decision
Packages that will subsequently be incorporated into the FY 2018-2020 budget. In reference
to this, it is important to recognize the following:
Many of the Decision Packages that are ultimately approved will likely be initiated in the
3rd or 4th quarters of the fiscal year that they are budgeted. This is due to two cash flow
considerations. First, the City has been operating without its historical parcel tax revenue
for a year and thus resources are limited. As such and second, the City’s primary revenue
source, property tax, is received in the waning quarters of the fiscal year
(November/December and April/May)
2

Annual review and approval of the Investment Policy is recommended by the External Auditor and a generally
accepted best practice of municipalities for insuring the Investment Policy is consistent with the City Council’s
investment goals and applicable laws.
3
Typically, the budget preparation process also includes the review and an update of the City’s Schedule of Fees
and Charges. The City’s fees and charges were reviewed and updated in January 2018. Revised fees and charges
became effective in March 2018. The next review and update is scheduled in February 2019.
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Thus, it is not necessary at this time to make a final determination on Decision Packages;
decisions for discretionary items, and associated budget adjustments to pay for them, can be
considered at a later time. For example, decisions can be made when the City has received its
first remittance of property taxes and in the context of the regular mid-year budget review of
revenues and expenditures; this is calendared in January.
In addition, it is proposed that the potential uses for COPS and Drug Intervention funds be
considered at a future time to provide staff with time to fully explore and present potential
programs and projects.
Funds available for Decision Packages
The funding available for Decision Packages is unobligated residual General Fund revenue
that exceeds expenditures. It is also the Fund Balance that is not deemed necessary to save as
a Fiscal Reserve. As such, the City Council must determine the amount it desires to retain in
Reserve and therefore have available for Decision Packages.
•
•
•
•
•

In FY 2018-2019, the year-end Fund Balance will be $11,021,329.
Existing policy requires a minimum of $7.2 million and enough to constitute 50% of
operating costs.
A Reserve of $7.2 million leaves $3,821,329 potentially available for Decision
Packages.
A Reserve of 50% of operating costs ($9,165,677) leaves $1,855,652 potentially
available for Decision Packages.
For informational purposes, the GFOA (Government Finance Officers Association)
guideline states a City should have a minimum Reserve of 2-months of operating
expenses. A Reserve of 2-months of operating costs ($3,055,226), leaves $7,966,103
potentially available for Decision Packages.

Please see Attachment 2 & 3 for a presentation of this information and corresponding
information for FY 2019-2020 and the Capital Improvement Fund.
It is recommended that the City Council review and make a determination on each Decision
Package and the infrastructure project priorities (approve, approve with modifications, deny,
or reconsider at a later time). The City Council’s decisions and the cumulative costs will be
totaled to ascertain if they can be accomplished with the funding available. For this process,
each Department Head will present his/her Decision Packages and infrastructure project(s) for
the City Council to provide direction.
FISCAL IMPACT
The budget is a resource allocation plan for implementing the City Council’s policies, priorities
and services. When preparing the budget and its subsequent implementation, staff has
consistently focused on the cost-conscious control of costs, achieving the efficient and
effective delivery of the highest quality of services possible with the funds available, stretching

Page 3 of 4
003

every dollar, seeking revenue sources to reduce the reliance on the General Fund, and being
fiscally responsible. There is no direct fiscal impact associated with actions taken in reference
to this report.
NOTIFICATION
Every City Council meeting for discussion of the budget is public, and each includes the
opportunity for public input. Public notice of this agenda item has been published and posted
consistent with requirements and City practices. In addition, members of the Finance Advisory
Committee have been invited to participate in each meeting.
ALTERNATIVES
The alternatives available to the City Council include:
1. Approve, Approve with modifications, Deny and/or reconsider at a later time each
Decision Package.
2. Add new priorities for inclusion in the budget and / Capital Improvement Fund.
CONCLUSION / RECOMMENDATION
It is recommended that the City Council approve, modify, deny or reconsider at a later time
each Decision Packages and the infrastructure projects included in this report, and identify any
remaining priorities, for inclusion in the FY 2019-2020 budget.
ATTACHMENTS
A – Decision Package List
B – CIP Status Report
C – CIP Projects Not Currently in the Proposed Budget
D – General Fund, CIP and Equipment Replacement – Fund Balance
E – Equipment Replacement Fund
F – Departmental Decision Packages
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ATTACHMENT A
CITY OF PALOS VERDES ESTATES
FY 18-19 AND FY 19-20 - DECISION PACKAGE LIST

DP#

Priority
RANK

PD01

3

COMMUNITY ENGAGEMENT

PD02

1

PD02

DESCRIPTION

FUND
SOURCE

REQUESTED
FY 18-19
FY 19-20

APPROVED
FY 18-19
FY 19-20

TYPE
OF COST

NOTES
Increase commumity understanding of the police department & getting to

GF

7,000

YES

NO

YES

NO

ONE-TIME know the employees - thru 3 events - open house, Citizen Police

VEHICLE REPLACEMENT

Eq Rpl

48,000

YES

NO

YES

NO

ONE-TIME with apprx. 85,000 miles, showing signs of wear & tear. For safety and to

1

VEHICLE REPLACEMENT

Eq Rpl

35,000

YES

NO

YES

NO

ONE-TIME with apprx. 95,000 miles, showing signs of wear & tear. For safety and to

PD03

2

MOUNTAINS RECREATION AND CONSERVATION AUTHORITY
(MRCA) CONTRACT

GF

25,000

YES

NO

YES

NO

ONE-TIME (MRCA) to provide supplemental law enforcement services along the coast

PD04

4

VEHICLE REPLACEMENT

YES

NO

YES

NO

ONE-TIME vehicle is 2014 with apprx. 67,000 miles, critical vehicle for emergency and

NO

Replace one (1) of three vehicles - Patrol Vehicle - frontline black & white.
Currently two 2016 vehicles with both apprx. 48,000 miles, Only replacing
ONE-TIME
one. critical vehicle for patrol, emergency and frontline patrol operations.
For safety and to be operationally prudent

NO

Replace one (1) of three vehicles - Traffic Control Vehicle - Current 2012
vehicle with apprx. 84,000 miles. Used for parking enforcement. Critical
ONE-TIME
role in traffic control and managing situations. Has a utility bed for
transportation.

PD04

PD04

4

4

VEHICLE REPLACEMENT

VEHICLE REPLACEMENT

Eq Rpl

Eq Rpl

1

CODE ENFORCEMENT POSITION

TOTAL PLANNING AND BUILDING

48,000

Eq Rpl

TOTAL POLICE
PL01

50,000

30,000

115,000
GF

YES

YES

128,000

94,217

94,217

94,217

94,217

NO

NO

YES

YES

YES

NO

-

Academies (CPA) - 1) Adults 2) Teens - working with PVHS.

Replace one (1) of two vehicles - patrol vehicle. Current vehicle is 2014
be operationally prudent.

Replace one (1) of two vehicles - detective vehicle. Current vehicle is 2008
be operationally prudent.

Contract with the Mountain Recreation and Conservation Authority
of PVE - for surf season and surf related events.

Replace one (1) of three vehicles - Watch Commander SUV. Current

frontline patrol operations. For safety and to be operationally prudent.

YES

NO

On-Going

This position enforces and promotes compliance with Local and State codes to
ensure a safe, healthy and attractive community. Job duties - investigating,
documenting complaints, violations of land use, property maintenance, zoning,
noise and construction. Matrix study recommended contracting or filling
position.

-
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CITY OF PALOS VERDES ESTATES
FY 18-19 AND FY 19-20 - DECISION PACKAGE LIST

DP#

Priority
RANK

PW01

3

SPECIAL EVENT EQUIPMENT RENTAL AND STAFF OVERTIME

GF

18,360

PW02

2

SUMMER WORK PROGRAM

GF

28,800

PW03

1

DESCRIPTION

WORK AND ASSET MANAGEMENT SOFTWARE

TOTAL PUBLIC WORKS

FUND
SOURCE

GF

REQUESTED
FY 18-19
FY 19-20

APPROVED
FY 18-19
FY 19-20

TYPE
OF COST

18,360

YES

NO

YES

NO

On-Going

Holiday Tree Lighting in Malaga Cove and Lunada Bay and OT for special events.
Rent equipment vs donation. Prior years covered by donations - requires staff
time to facilitate. OT - off hours support for HOA events too.

28,800

YES

NO

YES

NO

On-Going

Hire four (4) seasonal summer workers (HS and College) to support Public Works
with maintenance projects - irrigations upgrades, sign installations, litter
removal, special projects, etc.

On-Going

Cloud based work and asset management system - online tool to manage
maintenance workflow, costs assessment, more efficient & responsive field
crew, decision making and to manage assets. Work with other cities and
contractors. Matrix report recommended BEST practice assessment.

15,706

62,866

YES

47,160

NO

-

YES

NO

NOTES

-
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CITY OF PALOS VERDES ESTATES
FY 18-19 AND FY 19-20 - DECISION PACKAGE LIST

DP#

Priority
RANK

CM01

7

AFTERNOON RECEPTIONIST

GF

21,200

CM02

10

CITYWIDE RESIDENT SATISFACTION SURVEY

GF

25,000

DESCRIPTION

FUND
SOURCE

CM03

6

TRAINING & DEVELOPMENT

GF

CM04

4

PREPAYING CALPERS UNFUNDED ACCRUED LIABILITY (UAL)

CM05

8

CM06

REQUESTED
FY 18-19
FY 19-20

18,187

21,200

18,400

APPROVED
FY 18-19
FY 19-20

TYPE
OF COST

YES

NO

YES

NO

On-Going

For front desk coverage - Matrix study recommended filling position.
Currently filled by a variety of staff. Afternoon positon vacant in 2018.

YES

NO

YES

NO

ONE-TIME

Survey completed every 2 years. Last year in June 2016. Conduct survey
in 18-19 or 19-20.
Needed citywide training and professional development - in prior year
departments reduced training expenditures to be fiscally responsible.
Recommended for professional development, city information,
requirements and updates.

NOTES

YES

NO

YES

NO

On-Going

GF

YES

NO

YES

NO

On-Going the UAL. Review actuarial study. 2) identify an amount for prepay to avoid

PLANNING AND PUBLIC WORKS DEPARTMENT
REORGANIZATION

GF

YES

NO

YES

NO

On-Going

Matrix study recommended several changes - 1) serves as a placemarker
to provide direction 2) direct specific actions in reference to study.

5

RESERVE LEVEL

GF

YES

NO

YES

NO

On-Going

$7.2M or 50% of Res or GFOA 2 months of operating. 1) serves as a
placemarker 2) direct specific action in reference to reserve level.

CM07

1

TRANSFER INTO CAPITAL IMPROVEMENT PROGRAM

GF

YES

NO

YES

NO

TBD

General Fund transfer or identify amounts or transfer later.

CM08

2

TRANSFER INTO PARKLANDS FUND

GF

YES

NO

YES

NO

TBD

General Fund transfer or identify amounts or transfer later.

Estimated $13 million - 30 year accrual. 1) place-marker for paying down
interest costs.

CM09

3

TRANSFER INTO EQUIPMENT REPLACEMENT FUND

GF

YES

NO

YES

NO

TBD

Continue tranfers, transfer back, stop or identify amount. The current
allocation is approximately $300K and the FY17-18 Projected fund balance
is $2.4M. Fund needs assessment audit. Current FY18-19 and FY19-20
budgeted annual replacement total approx. $223K and $159K.

CM10

9

COST CONTAINMENT

GF

YES

NO

YES

NO

TBD

Across the board reduction or reduction in certain programs to save
operating costs.

TOTAL ADMINISTRATION - City Manager, City Clerk, Non-Dept

64,387

39,600

-

-
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CITY OF PALOS VERDES ESTATES
FY 18-19 AND FY 19-20 - DECISION PACKAGE LIST

DP#

Priority
RANK

F01

2

CASHLESS COUNTER SERVICE

GF

36

F02

3

ANALYZE AND DEVELOP STRATEGY ALTERNATIVES FOR
CALPERS UNFUNDED ACCRUED LIABILITY (UAL)

GF

F03

4

FISCAL HEALTH REPORT

GF

DESCRIPTION

F04

5

BUDGET ANALYST POSITION

F05

1

F05

FUND
SOURCE

REQUESTED
FY 18-19
FY 19-20

APPROVED
FY 18-19
FY 19-20

TYPE
OF COST

YES

NO

YES

NO

On-Going

Decide on service impact, reduce liability and staff time.

38,000

YES

NO

YES

NO

ONE-TIME

Range $18k - $38k - 4 consultants - to obtain a projection strategy that would
reduce, avoid or eliminate costs and the trade-off for those options.

1,200

YES

NO

YES

NO

ONE-TIME

League of California Cities - a report to assist cities with an overview of
their financial condition.

YES

NO

YES

NO

On-Going

Support new requests for budget and financial data - audits, review stable and
sewer fund, depreciation schedule, performance & program budgets, research,
reporting & evaluations, public records requests, fiscal diagnostic report,
implement accounting system, long-term budget and fiscal projections.

YES

NO

YES

NO

ONE-TIME

New Financial/Accounting System-Server operating system not supported by
Finance Plus application - Match with re-evaluating the financial software.

YES

NO

YES

NO

On-Going

On-going support services.

3,200

YES

NO

YES

NO

ONE-TIME

Enabling & configuring password synchronization - streamline password
management process - ensure passwords are changed according to policy.

GF

3,500

YES

NO

YES

NO

ONE-TIME

Implementing MFA - improve security and minimize email compromisation
risk - additional layer of authenticatoin.

GF

1,200

1,200

YES

NO

YES

NO

On-Going

Integrated Security Awareness Trainings and Simulated Phishing platform most effective way to boost organization security.

399,136

103,236

-

-

735,606

412,213

-

-

GF

95,000

REPLACE ACCOUNTING SYSTEM

Eq Rpl

250,000

1

REPLACE ACCOUNTING SYSTEM

GF

7,000

IT01

3

PASSWORD SYNCHRONIZATION BETWEEN ACTIVE DIRECTORY
AND OFFICE 365 TENANT ACCOUNT(EMAIL)

GF

IT02

1

MULTI-FACTOR AUTHENTICATION(MFA) FOR OFFICE 365
(EMAIL)

IT03

2

ANNUAL SUBSCRIPTION TO KNOWBE4 (USER CYBER SECURITY
AWARENESS TRAINING)

TOTAL FINANCE AND IT
GRAND TOTAL ALL DEPARTMENTS

36

NOTES

95,000

7,000
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CITY OF PALOS VERDES ESTATES
FY 18-19 AND FY 19-20 - DECISION PACKAGE LIST

DP#
CIP01

Priority
RANK
5

DESCRIPTION
FARNHAM MARTIN AND ROESSLER FOUNTAINS UPGRADES

FUND
SOURCE
CIP

REQUESTED
FY 18-19
FY 19-20
260,000

APPROVED
FY 18-19
FY 19-20
YES

NO

YES

NO

TYPE
OF COST

NOTES

ONE-TIME

Range $34.5K to $260K. FMPF - Shallow each water basin, reconstruct,
replumbing, stripping, sealer, bead blast, piping, waterproofing. Include PV
stone walk and stair repair -ADA compliant.
RF - renovote and upgrade
mechanical equipment. Improve accessibility & reinstallation of the waterfall
faceplate, cleaning and sealling basins.

CIP02

4

LUNADA BAY PLAZA ENHANCEMENTS

CIP

150,000

YES

NO

YES

NO

ONE-TIME

Needed enhancements to promote local business and remain a vibrant
attraction to the community. Improvements - reducing pavement, enhancing
landscape, pedestrain amenities, ADA compliant access, lighting, parking,
signage.

CIP03

6

PASEO DEL SOL TURNOUT

CIP

420,000

YES

NO

YES

NO

ONE-TIME

$345K - CIP, $75 - GRANT. Vehicle turn-around, includes retaining wall, footing,
tree and shrub removal, soil excavation and export, AC pavement removal and
contruction over base, guardrails, swing gate. Street is used by public for hiking,
vehicle turn around safety issue.

CIP04

2

SERVER ROOM UPGRADES

CIP

150,000

YES

NO

YES

NO

ONE-TIME

City's data server room, housing computer, data and communication
equipment. Location subject to excessive risk - waterline and sewer breaks.
Move server room to 2nd floor?

CIP05

1

SOLL PARK RENOVATIONS

PKLANDS

50,000

YES

NO

YES

NO

ONE-TIME

Renovate and beautify Park. Large grass lawn improvement. Reduce grass area,
add sprinklers, add mulch to bare ground, tree trimming, entrances mulched.

CIP06

3

MODIFICATIONS TO COUNCIL CHAMBERS TO ALLOW FOR
CONVERSION TO AN EMERGENCY OPERATION CENTER

CIP

47,000

YES

NO

YES

NO

ONE-TIME

Removal of wooden pews, replace carpet, chairs and tables, storage cabinet,
monitors, supplies. May have additional Grant funding.

TOTAL CAPITAL IMPROVEMENTS

1,077,000

-

-

-
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CITY OF PALOS VERDES ESTATES
FY 18-19 AND FY 19-20 - DECISION PACKAGE LIST

DP#

Priority
RANK

DESCRIPTION

FUND
SOURCE

DECISION PACKAGE FUND RECAP

REQUESTED
FY 18-19
FY 19-20

APPROVED
FY 18-19
FY 19-20

REQUESTED
FY 18-19
FY 19-20

APPROVED
FY 18-19
FY 19-20

GRAND TOTAL GENERAL FUND

449,606

284,213

GRAND TOTAL EQUIPMENT REPLACEMENT

333,000

128,000

GRAND TOTAL CIP

980,000

-

50,000

-

GRAND TOTAL PARKLANDS
GRAND TOTAL

1,812,606

412,213

11,021,329

12,156,049

CURRENT RESERVE
UNDESIGNATED FUND BALANCE

7,200,000
3,821,329

7,200,000
4,956,049

RESERVE AT 50% OF EXPENDITURES
UNDESIGNATED FUND BALANCE

9,165,677
1,855,652

9,345,848
2,810,201

RESERVE AT 2 MONTH OF EXPENDITURES - GFOA
UNDESIGNATED FUND BALANCE

3,055,226
7,966,103

3,115,283
9,040,766

CIP FUND BALANCE

1,609,278

587,528

EQUIPMENT REPLACEMENT FUND BALANCE

2,531,922

2,728,422

TYPE
OF COST

NOTES

RESERVE ANALYSIS
BUDGETED GENERAL FUND BALANCE

CAPITAL AND EQUIPMENT REPLACEMENT FUND BALANCES

010

80047

TRAFFIC CALMING

Installaion of TSC recommendations or mitigation of signing and striping
deficiencies

80050

SLURRY SEAL

80100

27,500 YES NO

28,750

YES

NO

Annual slurry seal projects pursuant to the Pavement Management
System.

242,800 YES NO

240,000

YES

NO

X

REPAIRS STORM

Repair of storm drain system (includes funds for miscellaneous annual
repairs and two collapsed storm drain replacements)

400,000 YES NO

50,000

YES

NO

X

80102

CATCH BASIN REPLACEMENT

Replacement or modfication of catch basins to accommodate full capture
devices to comply with stormwater regulations.

375,000 YES NO

-

YES

NO

80103

CROSS GUTTER

Construction or replacment of cross-gutters to improve drainage or
mitigate pavement failures

35,000 YES NO

35,000

YES

NO

80159

MS4: FULL CAPTURE SM BAY

Installation of full capture devices in catch basins tributary to Santa
Monica Bay to comply with stormwater regulations

210,000 YES NO

-

YES

NO

80800

STREET CONST. & MAINT.

Annual street resurfacing pursuant to the Pavement Management System

364,000 YES NO

YES

NO

80855

CITY HALL ADA IMPROVEMEN

Installation of ADA-compliant facilities in City Hall (counters, flooring
surfaces, etc.)

188,000 YES NO

YES

NO

80891

ON-CALL ROADWAY MAINT/REPAIR

Construction of on-call/as-needed street repairs (potholes, pavement
damage, crack sealing, etc.)

412,580 YES NO

180,000

YES

NO

80896

ADA UPGRADES CITYWIDE

Construction of ADA-compliant curb ramps in Malaga Cove Plaza and
Lunada Bay Plaza areas; installtion accessible parking stalls, etc.

302,500 YES NO

105,000

YES

NO

80900

ADA UPGRADES FOR CITY HALL &
POLICE STATION ENTRANCE

80904

CTY STM DRN #3 REPAIR

80906

TREE MGMT PLAN

Management plan addressing short and long term maintenance needs
and proactive management of the urban forest

80909

PVDW TRIANGLE STUDY

Traffic and geometric study of PVDW from the Triangle to the Civic Center
to address to identify traffic mitigation and geometric improvements

80916

TREE INVENTORY

81300

CURB & GUTTERS

81310

GUARDRAIL PROJECT

81315

REFLECT ROAD REG SIGNS

Installation of ADA-compliant ramps to City Hall and PD main entrances;
installation of van accessible parking spaces in upper lot
Repair of structure damaged storm drain outlet in the 2200 block of Paseo
Del Mar

360,000
-

X

X

50,000 YES NO

-

YES

NO

100,000 YES NO

-

YES

NO

50,000 YES NO

-

YES

NO

126,523 YES NO

75,000

YES

NO

Replacement of inadequate and non-standard gaurdrails city-wide

253,000 YES NO

-

YES

NO

X

Replacement of street and highway regulatory, warning and street name
signs to comply with Federal Highway Administration retroreflectivity
requirements

100,000 YES NO

-

YES

NO

X

MOE

Use of Grant Funding

Use of Restricted Funds

Contract Awarded

Annual Program

Best Practice

Preventative Maintenance

Mandated

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

1,073,750
-

1,073,750

Construction of a sewer bypass to mitigate capacity constraints in the
vicinity of Via Coronel and Via Zurita

325,000 YES NO

-

YES

NO

X

80158

SEWER COND ASSESSMENT

Video inspection of City-maintained to dentify options to mitigate
capacity constraints, install back flow devices, and prioritze the upsizing 6"
pipes to 8" pipes

100,000 YES NO

-

YES

NO

X

3,924,635

X

X

X

VIA CORONEL/ZURITA UPGRA

GRAND TOTAL

X

X

X

X

X

X

X

NO

425,000

X

X

X

80155

62 - SEWER

X

X

X

YES

3,499,635

X

Notes

X

X

-

30 - CAPITAL IMPROVEMENT

X

X

X

300,000 YES NO

(237,268)

X

X

X

ATTACHMENT B

X

X

X

NO

CIP - NET OPERATING TRANSFERS **

Safety
X

YES

3,736,903

X

X

-

30 - CAPITAL IMPROVEMENT

City Beautification

X

200,000 YES NO

Computer tree inventory to catolgue trees in a GIS-based database to
location, species, diameter, health, damage and ongoing maintenance
records
Repair and replacement of damaged curb and gutters caused by roots,
erosion, and other factors

Facility Improvements

DESCRIPTION

FY 19-20
DECISION
PACKAGE

Infrastructure

CAPITAL PROJECT

19-20
PLANNED
BUDGET

Traffic and Safety

FD PROJECT #

FY 18-19
18-19 PROPOSED DECISION
BUDGET
PACKAGE

Streets & Roadways

City of Palos Verdes Estates
Budget to Projected Expenditures - CIP Status Report
2018 - 2020 Budgets

X

X

X

X

-

1,073,750

011

MOE

ATTACHMENT C

Use of Grant Funding

Use of Restricted Funds

Contract Awarded

Annual Program

Best Practice

Preventative Maintenance

FISCAL
YEAR

Mandated

DECISION
PACKET

Safety

ESTIMATE
COSTS

City Beautification

DESCRIPTION

Facility Improvements

CAPITAL PROJECT

Infrastructure

PROJ#

Traffic and Safety

FD

Streets & Roadways

City of Palos Verdes Estates
CIP PROJECTS NOT CURRENTLY IN THE PROPOSED BUDGET
2018 - 2020 Budgets

X

X

Notes

CIP WITH DECISION PACKETS PROVIDED FOR CITY COUNCIL CONSIDERATION
89011

FARNHAM MARTIN AND ROESSLER
FOUNTAINS UPGRADES

Refurbishment or reconstruction of Farnham Martin Fountain to reduce pool depth to 18 inches
in order not not be classified as a swimming pool, replace piping and pumping equipment, seal,
and repair PV stone decking. Replace mechanical equipment at Roessler Fountain.

260,000

YES

NO

X

X

80913

LUNADA BAY ENHANCEMENTS

Proposed improvements include reducing the broad swath of pavement along Yarmouth Road by
adding enhanced, landscaped pedestrian amenities in conjunction with ADA‐compliant
accessibility upgrades, lighting and landscaping, parking improvements and way finding signage.

150,000

YES

NO

X

X

81105

PASEO DEL SOL TURNOUT

Construction of a vehicle turnaround placed approximately 40 feet past the existing fire road at
the east end of Paseo Del Sol, include a 10‐foot CMU retaining wall, tree and shrub removal, soil
excavation, AC pavement, installation of guardrail, and installation of a new swing gate.

420,000

YES

NO

80899

SERVER ROOM UPGRADES

Relocation or modification to server room/data center to mitigate risks due to damage associated
with waterline and sewer breaks as the room is not separated from overhead building plumbing
and potential ground water moisture intrusion.

150,000

YES

NO

X

XXXXX

SOLL PARK RENOVATIONS

Refurbishment of Soll Park (Via Montemalaga Plaza) to include reducing grass area, modifying
sprinkler system, install mulch along perimeter.

50,000

YES

NO

X

XXXXX

Modifications to City Council chambers to allow the space to be converted to and emergency
MODIFICATIONS TO COUNCIL CHAMBERS
operations center or community space. Work will entail removal of wooden pews, replace carpet,
TO ALLOW FOR CONVERSION TO AN
purchasing of chairs and tables, construction of a storage cabinet, installation of additonal
EMERGENCY OPERATION CENTER
monitors, and supplies.

47,000

YES

NO

TOTAL CIP WITH DECISION PACKETS

X

X

X

X

X

X

X

X

1,077,000

PREVIOUSLY IDENTIFIED CIP NOT RECOMMENDED FOR FUNDING AT THIS TIME
80892

PAVEMENT MANAGEMENT SYSTEM
UPDATE

Inspection and analysis of pavement condition and associated recommnedations; not required
until FY 2020/21.

75,000

YES

NO

X

X

X

80107

VIA DEL MONTE IMPROVEMENTS

Street reconstruction in the vicinity of La Venta Inn to mitigate earth movement; deferred until
area is slated for street rehabilitation and further analysis for need for project.

250,000

YES

NO

X

X

X

80849

CITY HALL SECURITY PROJECT

Installation of securtiy gate across the PVDW driveway to the public works yard and police
department parking garage; deferred pending completion and recommendations of the Civic
Center Needs Assessment.

110,000

YES

NO

X

80855

CITY HALL SEISMIC RETROFIT

Structural retrofits of City Hall buldings and parking deck including,strengthening, anchoring,
bracing and structural connections, and sealing of the parking deck; deferred pending completion
and recommendations of the Civic Center Needs Assessment.

807,000

YES

NO

X

80803

TORRANCE BOUNDARY TRAIL STORM
DRAIN

Construction of storm drain on boundary trail and in PVDW at the Torrance Boundary to mitigate
flooding and mudflows; identified as a low priority as City crews can mitigate mudflows with sand
bags until funding is more secure.

750,000

YES

NO

X

80915

LANDSCAPE CITY HALL MEDIAN (ON
PVDW)

Installation of low water use trees, shrubs and ground cover in the median in front of City Hall
between PVDW mainline and frontage road; deferred pending completion and recommendations
of the Civic Center Needs Assessment.

60,000

YES

NO

X

80914

TRIANGLE LANDSCAPING

Installation of low water use shrubs and ground cover in the median islands and installing
permanent poles and lighting for the flags; deferred pending funding and low priority use of
funds.

125,000

YES

NO

X

X

80912

MALAGA COVE PLAZA IMPROVEMENTS

Installation of ehanced lighting, parking lot improvements and way finding signage; deferred
pending LAI study.

150,000

YES

NO

X

X

TOTAL PREVIOUSLY IDENTIFIED - NOT RECOMMENDED FOR FUNDING

2,327,000

X

X

X

X

X

X

X

X
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ATTACHMENT D

City of Palos Verdes Estates
General Fund, CIP, and Equipment Replacement - Fund Balance
FY 2018-19 and FY 2019-20
General Fund - REVENUES OVER EXPENDITURES
(INCLUDING TRANSFERS)
Net Revenues Over Expenditures (Including Transfers)

General Fund Balance
Ending Fund Balance - GENERAL FUND

Proposed
Net Revenue
FY 2018-19

$1,225,238
Proposed
Fund Balance
as of June 30, 2019

$11,021,329

Decision Packets
FY18-19

$0

Decision Packets
FY18-19

$0

Planned
Net Revenue
FY 2018-19

Decision Packets
FY19-20

$1,134,720

$0

Planned
Fund Balance
as of June 30, 2020

Decision Packets
FY19-20

$12,156,049

$0

Current Reserve
Reserved Fund Balance
Undesignated Fund Balance

$7,200,000

$3,821,329

$7,200,000

$0

$4,956,049

$0

Alternative - 50% Reserve of Expenditures
Reserved Fund Balance
Undesignated Fund Balance

$9,165,677

$1,855,652

$9,345,848

$0

$2,810,201

$0

Alternative - 2-Month Reserve of Expenditures (Per GFOA)
Reserved Fund Balance
Undesignated Fund Balance

CIP Fund Balance
Ending Fund Balance - CIP

Equipment Replacement Fund Balance
Ending Fund Balance - Equipment Replacement

$3,055,226

$7,966,103
Proposed
Fund Balance
as of June 30, 2019

$1,609,278
Proposed
Fund Balance
as of June 30, 2019

$2,531,922

$3,115,283

$0
Decision Packets
FY18-19

$0

Decision Packets
FY18-19

$0

$9,040,766

$0

Planned
Fund Balance
as of June 30, 2020

Decision Packets
FY19-20

$587,528

$0

Planned
Fund Balance
as of June 30, 2020

Decision Packets
FY19-20

$2,728,422

$0
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Attachment E

EQUIPMENT REPLACEMENT FUND
FUND BALANCE ROLL-FORWARD

BEGINNING FUND BALANCE
ADD - ADDITIONS
Department Expenditure Allocations
Interest
Sale of Property
TOTAL REVENUE/ALLOCATIONS
LESS - EQUIPMENT REPL EXPENDITURES
Financial Software Upgrade
Regular Workstation
Dispatch Workstation (1)
Regular Laptop (3)
Advanced Laptop (2)
Monitors (5)
Professional Services
Add'l 4GB RAM for remaining workstations (30)
Hyper-V Server - Hardware
Hyper-V Server - Software
Hyper-V Server - Professional Services
City Hall Needs Assessment
Vehicle Replacement Patrol Cars

TOTAL EXPENDITURES

ENDING FUND BALANCE

Finance
Technology
Technology
Technology
Technology
Technology
Technology
Technology
Technology
Technology
Technology
Technology
Police

PROPOSED
FY 18-19

PLANNED
FY 19-20

$2,382,091

$2,531,922

351,791
15,000
6,000

333,850
16,000
6,000

$372,791

$355,850

13,110
2,100
2,000
3,000
4,000
1,000
2,700
1,050
13,000
8,000
15,000
75,000
83,000

128,000

$222,960

$159,350

$2,531,922

$2,728,422

21,750

9,600
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ATTACHMENT F DEPARTMENTAL DECISION PACKAGES
BUDGET PROJECT ISSUE #:

1

DEPARTMENT:

Police

TITLE OF ISSUE PAPER:

Community Engagement

EXPENDITURE & FY:

$ 7,000

Fiscal Year: 18-19

ESTIMATED COSTS:

One-time costs:

$ 7,000

FUNDING SOURCE:

General Fund

POLICE

DESCRIPTION:
One of the police department’s goals is to increase the community’s understanding of the police
department while also getting to know the employees of the department on a personal basis. To
this end, the police department is planning to host three different events. Each of these events
will be staffed by volunteers (VIPs and Parkland Rangers), reserve officers, and sworn officers.
All attempts will be made to staff this event without paying overtime, by use of reserves and
incorporating this as part of an officer’s work week. However, it is likely that these events will
require the presence of employees who will be paid overtime.
The first is a department open house. The open house would be held in front of the police
department and would require the closure of the upper barrel. Community members would be
able to interact with officers, take a tour of the station, including dispatch, jail, detective bureau,
and range. The department would showcase its vehicles in front of the station including the
motorcycles, patrol cars, and the regional Bearcat (armored vehicle).
The next two events would be two different Citizen Police Academies (CPA). The first CPA
would be for adults. To recruit for this academy, we would push information out to the public
and there would be signed up in order of application. The second would be a CPA for teens. We
would work with Palos Verdes High School for attendees. In order to encourage teens to sign up,
it may be possible to offer school credits. Some of the classes can be taught at no overtime cost
to the City. For example, an on-duty detective would lead a session that discusses crime scenes
and collection of evidence. However, in order to expose the public to the police officers, some
officers will lead classes on their off time, thus, requiring overtime.
Each of these events will require the paying overtime to some degree. It is estimated that it will
cost approximately $2,000 in overtime to host the open house, and approximately $5,000 to host
the CPAs ($2,500 for each).

1
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PUBLIC/ORGANIZATION BENEFIT:
There is a benefit to both the public and the organization. The public will benefit because they
will gain a greater understanding of what the police officers do, the resources we have, and they
will be able to put a name to the dispatcher and officers. The organization will also benefit
because officers will be able to interact with the community, personally hear positive comments
by community members, and it will provide another way the police and community can interact
in a non-confrontational manner.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Approve the expenditure of $7,000
2. Approve the open house for FY 18-19 and the CPAs for FY 19-20
3. Deny the expenditure and require these events to have no overtime expenditure
DEPARTMENTAL PRIORITY: 3

2
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BUDGET PROJECT ISSUE #:

2

DEPARTMENT:

Police

TITLE OF ISSUE PAPER:

Vehicle Replacement

EXPENDITURE & FY:

$ 83,000

Fiscal Year: 18-19

ESTIMATED COSTS:

One-time costs:

$83,000

FUNDING SOURCE:

Equipment Replacement

DESCRIPTION:
During FY 18-19, the police department plans on replacing two vehicles- one patrol vehicle, and
one detective vehicle.
Patrol Vehicle 1
Patrol units are the frontline black at white vehicles. Patrol vehicles are used every day by the
officers. Officers use them for patrol, transport prisoners and property, drive them to emergency
calls, and will be driving them if a pursuit is initiated.
We currently have two 2014 Dodge Chargers in patrol that were purchased and outfitted in 2014.
Currently, each vehicle has approximately 85,000 miles, both are still in use, and both are
showing signs of wear and tear. The police department is requesting to replace one of these
frontline patrol vehicles in FY18-19 2 while keeping the other as a backup. 3
If one of these frontline patrol vehicles is not replaced in FY18-19, it will continue to be used in
patrol and will likely reach 100,000 miles by FY 19-20. Keeping vehicles that are critical for
emergency responses and frontline patrol operations until they fail, or have high mileage (over
100,000 miles), is not safe nor operationally prudent. Doing so, places the public and officers at
risk, creates extended periods of downtime, increases operational costs, and does not allow for
proper budget planning.
The cost of purchasing this vehicle is estimated to be approximately $35,000 and will cost
approximately $13,000 to outfit. 4 This vehicle is fully depreciated and there are sufficient funds
in the equipment replacement fund for this expenditure.
1

The Department’s current vehicle replacement schedule for patrol vehicles is 3 years.
The determination of which of the two Dodges to replace will be made after both are evaluated. After the
evaluation, the one deemed to be the worst will be replaced.
3
The Dodge will replace a Ford Crown Victoria which is currently used as a backup vehicle but is experiencing
mechanical failures. Backup patrol vehicles are used as short-term patrol vehicles, special details, search warrants,
prisoner transports, decoy vehicles, short-term parking enforcement and volunteer patrol vehicles. They maintain
emergency equipment and can sustain police operations in an emergency or period where multiple vehicles are
needed.
4
The cost of $13,000 is more than normal due to the fact we have to purchase new equipment because much of the
equipment in the Dodge will not fit in the Ford SUV.
2

1
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Detective Bureau Vehicle 5
Detective bureau has one unmarked 2008 Ford Crown Victoria with approximately 95,000
miles. 6 This vehicle is assigned to a detective to perform surveillance, respond to detective callouts (on and off duty), transport evidence and victim/witnesses, and conduct search warrants. In
addition, this vehicle responds to emergencies in the City to supplement patrol operations.
This vehicle was originally placed on a five-year replacement schedule. At year five, we decided
not to replace the vehicle and evaluate the vehicle’s condition year to year. For the past four
years, it has been evaluated and not replaced. In evaluating the vehicle earlier in the year, we
decided it is showing signs of wear and tear and should be replaced. If the vehicle is not replaced
this year, by FY 19-20 it will likely have over 110,000 miles.
The cost of purchasing a new detective bureau vehicle is estimated to be approximately $32,000
and cost approximately $3,000 to outfit. 7 This vehicle is fully depreciated and there are sufficient
funds in the equipment replacement fund for this expenditure. 8
Both of these vehicles will be auctioned off and the proceeds will be returned to the City as a
revenue. Based on past auctions, it is estimated that the City will receive approximately $3,500$5,000 for both vehicles.
PUBLIC/ORGANIZATION BENEFIT:
Scheduled replacement of frontline and support police vehicles benefits the public in several
ways. First, it ensures emergency vehicles are in a safe and reliable condition and ready to patrol
the City. Second, it helps ensure that during an emergency, the police will be able to respond
quickly and safely. Finally, the most visible piece of City equipment is the marked police
vehicle. Having a well-maintained fleet projects a positive image to the public.
In addition to the public benefits, the organization benefits from scheduled replacement of
frontline and support police vehicles. First, it provides the officers a safe mode of transportation.
Officers never know whether they will be driving routine patrol or in a high speed pursuit, but
they need to know they are driving a reliable vehicle that will handle the extreme stress it may
endure. It also allows the organization to plan vehicle replacements, which could take months
based on vehicle availability, contract bidding, equipment purchasing, and outfitting. Replacing
a vehicle after it fails creates significant downtime and adds additional strain on existing
vehicles.

5

The Department’s current vehicle replacement schedule for detective vehicles is 5-7 years.
This vehicle was already approved to be replaced during FY 17-18, however, to cut costs, the department
postponed replacing this vehicle until FY 18-19.
7
The equipment of the detective bureau car can be installed into any other vehicle. Therefore, the cost is for
installation labor, and replacement of work out equipment.
8
An option to buying a gas powered vehicle is using clean air funds (AB2766) to purchase a hybrid vehicle for the
detectives.
6

2
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ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Approve the expenditure of $83,000
2. Approve a portion of the expenditure
3. Deny the expenditure and replace the vehicles when no longer operational
DEPARTMENTAL PRIORITY:

1

3
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BUDGET PROJECT ISSUE #:

3

DEPARTMENT:

Police

TITLE OF ISSUE PAPER:
EXPENDITURE & FY:

Mountains Recreation and Conservation Authority
(MRCA) Contract
$ 25,000
Fiscal Year: 18-19

ESTIMATED COSTS:

One-time costs:

FUNDING SOURCE:

General Fund

$25,000

DESCRIPTION:
During the November 8, 2016 City Council meeting, Council approved a $50,000 contract with
the Mountains Recreation and Conservation Authority (MRCA) to provide supplemental law
enforcement 1 services along the coast of Palos Verdes Estates. The purpose was to provide an
additional presence in the surf areas during the surf season, December through March.
The MRCA has been providing their services since the beginning of January 2017. Since starting,
they have provided an additional presence along the top of the bluffs, as well as along the shore.
They have conducted foot patrols, handed out localism information cards, advised surfers and nonsurfers of City municipal code violations, enforced Fish and Game regulations, been present during
planned protests and gatherings, and assisted with locating and removing hidden/abandoned
property. Overall, we have received positive feedback from the public about having the Rangers
present in the area.
During the FY 17-18 mid-year budget review, the budget for this contract was reduced by
$25,000. The following is what we paid for the MCRA contracted services for the past two
fiscal years.
FY16-17: $8,600
FY17-18: $6,640
Due to the unpredictability of any given surf season, surf related events, and our staffing levels,
$25,000 is requested to ensure we have the ability to adequately staff and respond to surf related
incidents/events.
PUBLIC/ORGANIZATION BENEFIT:
Contracting for supplemental law enforcement services with the MRCA benefits the public in
many ways. It provides greater law enforcement presence on the bluff top as well as along the
shoreline. Rangers have the unique ability to focus on surf issues while not being responsible to
respond to other calls for service in Palos Verdes Estates. This allows the police department’s
patrol officers to remain in the field and in positions to respond to routine and emergency calls
1

MRCA officers are referred to as “Rangers.”

1
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for service. In addition, these focused Ranger patrols provide the public with dedicated law
enforcement personnel and demonstrates the City continues to takes localism seriously.
Another public benefit is it allows the police department to schedule additional Rangers during
periods of high surf and planned events. Having Rangers scheduled during periods which draw
additional surfers and spectators to the area helps ensure safe access to the City’s public space
without reducing the service to the residents.
In addition to the public benefit, there are several organizational benefits from this contract.
This contract helps reduce police officers overtime. With reductions in staff and un-filled
vacancies, sometimes it is difficult to even find an officer to work patrol overtime. Additionally,
since it is essential to provide a dedicated officer in the surf areas during high surf, it could
require forced overtime, which could lead to employee burnout.
This contract allows for better planning, personnel management, and cost controls. It also offers
greater flexibility in scheduling when addressing multiple issues at the same time, i.e., shoreline
surf patrols and vehicle burglary suppression in surrounding areas due to increased parked
vehicles for high surf.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Approve the expenditure of $25,000
2. Approve the contract at a lesser amount
3. Deny the expenditure not renew the contract
DEPARTMENTAL PRIORITY:

2

2
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BUDGET PROJECT ISSUE #:

4

DEPARTMENT:

Police

TITLE OF ISSUE PAPER:

Vehicle Replacement

EXPENDITURE & FY:

$ 128,000

Fiscal Year: 19-20

ESTIMATED COSTS:

One-time costs:

$128,000

FUNDING SOURCE:

Equipment Replacement

DESCRIPTION:
During FY 19-20, the police department plans on replacing three vehicles- the Watch
Commander SUV, a patrol SUV and the traffic control officer’s truck.
Watch Commander Vehicle 1
The patrol Watch Commander is assigned a 2014 Chevy Tahoe. 2 This is a frontline vehicle that
is used 24/7, 365 days a year. The supervisor uses the vehicle while on patrol, when responding
to emergencies, and as a mobile command post during incidents and disasters.
Currently, this vehicle has 67,000 miles and is projected to have approximately 100,000 miles by
FY19-20. Keeping vehicles that are critical for emergency and frontline patrol operations until
they fail, or have high mileage (over 100,000 miles), is not safe nor operationally prudent.
Doing so, places the public and officers at risk, creates extended periods of downtime, increases
operational costs, and does not allow for proper budget planning.
The cost of purchasing this vehicle is estimated to be approximately $37,000 and cost
approximately $13,000 to outfit. 3 This vehicle is fully depreciated and there are sufficient funds
in the equipment replacement fund for this expenditure.
Patrol Vehicle 4
Patrol units are the frontline black at white vehicles. Patrol vehicles are used every day by the
officers. Officers use them for patrol, transport prisoners and property, drive them to emergency
calls, and will be driving them if a pursuit is initiated.
We currently have two black and white Ford SUV Interceptors used by patrol officers. During
FY 19-20, we are requesting to replace one of the Ford SUV patrol vehicles. 5 They were both
1

The Department’s current vehicle replacement schedule for the watch commander vehicle is 5 years.
The Watch Commander Tahoe is larger than the Patrol Interceptor SUV because the Tahoe holds disaster response
related equipment including an expandable cabinet complete with maps, extra radios and batteries, forms,
equipment, lights, etc.
3
The cost of $13,000 is due to the fact that new equipment will have to be purchased if there is a difference in the
interior space of the new vehicle compared to the current Tahoe.
4
The Department’s current vehicle replacement schedule for patrol vehicles is 3 years.
2

5

Which SUV to be replaced will be determined at a later date based on their condition

1
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purchased and outfitted in 2016. Currently, each vehicle has approximately 48,000 miles and
both are still in use. The police department is requesting to replace one of these vehicles in
FY19-20, while keeping the other as a backup. 6
If one of these frontline patrol vehicles is not replaced in FY 19-20, it will continue to be used
for patrol and is estimated to have 100,000 miles by FY 20-21. Keeping vehicles that are critical
for emergency responses and frontline patrol operations until they fail, or have high mileage
(over 100,000 miles), is not safe nor operationally prudent. Doing so, places the public and
officers at risk, creates extended periods of downtime, increases operational costs, and does not
allow for proper budget planning.
The cost of purchasing this vehicle is estimated to be approximately $35,000 and cost
approximately $13,000 to outfit. 7 This vehicle is fully depreciated and there are sufficient funds
in the equipment replacement fund for this expenditure.
Traffic Control Officer’s Vehicle 8
Traffic Control Vehicle is a 2012 Chevy Colorado truck. This vehicle currently has 84,000
miles. This vehicle is used for parking enforcement; however, it plays a critical role in traffic
control and management when situations arise. In addition, since this vehicle has a utility bed, it
assists in transporting traffic control devices and large pieces of property. Based on the current
mileage, it is projected to have approximately 110,000 miles going into FY 19-20. Even though
the service life of this non-emergency vehicle may extend into FY 19-20, the police department
is now requesting its replacement for budget planning purposes. If it is determined that the
vehicle can be safely used for another year, we will put off replacing the vehicle until FY 20-21.
The cost of purchasing this vehicle is estimated to be approximately $27,000 and cost
approximately $3,000 to outfit. This vehicle is fully depreciated and there are sufficient funds in
the equipment replacement fund for this expenditure.
The vehicles replaced will be auctioned off and the proceeds will be returned to the City as a
revenue. Based on past auctions, it is estimated that the City will receive approximately $5,000
to $7,500 for all three vehicles.

6

This vehicle will replace the Dodge Charger that serves as the backup vehicle. The Charger will then be auctioned
off. Backup patrol vehicles are used as short-term patrol vehicles, special details, search warrants, prisoner
transports, decoy vehicles, short-term parking enforcement and volunteer patrol vehicles. They maintain emergency
equipment and can sustain police operations in an emergency or period where multiple vehicles are needed.
7
We are budgeting $13,000 in case Ford changes the dimensions of the Interceptor, or a different SUV is selected,
and new equipment is required. However, if the size of the vehicle remains the same, the cost of outfitting the
vehicle will be $3,000-$5,000.
8
The Department’s current vehicle replacement schedule for the traffic control officer’s vehicle is 7-10 years.

2
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PUBLIC/ORGANIZATION BENEFIT:
Scheduled replacement of frontline and support police vehicles benefits the public in several
ways. First, it ensures emergency vehicles are in a safe and reliable condition and ready to patrol
the City. Second, it helps ensure that during an emergency, the police will be able to respond
quickly and safely. Finally, the most visible piece of City equipment is the marked police
vehicle. Having a well-maintained fleet projects a positive image to the public.
In addition to the public benefits, the organization benefits from scheduled replacement of
frontline and support police vehicles. First, it provides the officers a safe mode of transportation.
Officers never know whether they will be driving routine patrol or in a high speed pursuit, but
they need to know they are driving a reliable vehicle that will handle the extreme stress it may
endure. It also allows the organization to plan vehicle replacements, which could take months
based on vehicle availability, contract bidding, equipment purchasing, and outfitting. Replacing
a vehicle after it fails creates significant downtime and adds additional strain on existing
vehicles.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Approve the expenditure of $128,000
2. Approve a portion of the expenditure
3. Deny the expenditure and replace the vehicles when no longer operational
DEPARTMENTAL PRIORITY:

4

3
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PLANNING & BUIDLING

BUDGET PROJECT ISSUE #:

1

DEPARTMENT:

Planning

TITLE OF ISSUE PAPER:

Positions: Code Enforcement Position

ESTIMATED COSTS:

Up to $ 94,217 annual cost
Fiscal Year: 2018-2019

FUNDING SOURCE:

General Fund

DESCRIPTION:
The Code Enforcement Officer enforces and promotes compliance with local and State codes to
ensure a safe, healthy, and attractive community. The basic job duties include investigating and
documenting complaints and violations of land use, property maintenance, zoning, noise and
construction. The position is expected to maintain a high volume of active cases involving
extensive public contact. Emergency inspections are often tasked to the Code Enforcement
Officer to investigate potential stormwater violations, insect infestations, sewage overflows and
other sanitary violations. A recent assignment was to update the policy for addressing
unpermitted encroachments in the Parklands.
The Code Enforcement position has been vacant since April 2017. The Code Enforcement
responsibilities are currently being assumed by the Deputy City Manager with support from
other staff. There are code enforcement issues that have not been addressed due to the lack of
staffing. The 2018 Matrix Study evaluated the need for the position and recommended
contracting for the services or filling the vacancy.
Responsible Party
Recommendation

Assess the Code Enforcement Officer roles
and responsibilities and develop an RFP to
perform the duties by an outside contractor.
If a contract position is not feasible, fill the
vacant position with a full-time City
employee.

Priority

Timeframe

High

2019

Cost Impact
City
Manager/Planning
Director

$50,000

HR Green has advised that a Code Compliance Officer or a Code Compliance Supervisor can be
provided. The Code Compliance Supervisor differs from the Code Compliance Officer in that
more difficult and complex assignments can be completed without need for direct supervision
from City staff.

1
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PUBLIC/ORGANIZATION BENEFIT:
There is a significant need for code enforcement activities related to health and safety. There are
also numerous complaints associated with issues that impact neighborhood quality. Existing
staff have been successful in maintaining some code enforcement services but are not able to
address all of the complaints within a timely manner. Additionally, there are open cases that
require more assertive efforts to achieve compliance, including issuance of administrative
citations or testifying in court and at administrative proceedings as necessary.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Hire a Code Enforcement Officer in 2018-2019 or 2019-2020.
a. Full time:
$94,217
b. Part time:
$36,995
2. Retain consulting services for Code Enforcement Officer
a. 1 day/week:
$40,600 per year
b. On call:
$85-$110 per hour
3. Retain consulting services for Code Enforcement Supervisor
a. 1 day/week
$46,800 per year
b. On call:
$100-$125 per hour
4. Do not hire a Code Enforcement Officer.
5. Complete work on a project-by-project basis with consultant services.
DEPARTMENTAL PRIORITY: #1

2
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PUBLIC WORKS

BUDGET PROJECT ISSUE #:

1

DEPARTMENT:

Public Works

TITLE OF ISSUE PAPER:

Special Event Equipment Rental and Staff Overtime

EXPENDITURE & FY:

$18,360

ESTIMATED COSTS:

One-time costs:
$ per year:
Annual on-going costs:

FUNDING SOURCE:

General Fund

Fiscal Year: 2018-2019 and 2019-2020
N/A
$18,360
N/A

No restrictions.
DESCRIPTION:
Equipment rental is required for holiday tree lighting in Malaga Cove and Lunada Bay. Costs to
rent equipment to install and then remove the tree lighting are estimated at $7,500 ($5,000 for
Malaga Cove and $2,500 for Lunada Bay). Staff overtime costs for working past dark to check
lighting and for a tree lighting ceremony are $650.
Total cost for holiday tree lighting is $8,150.
In 2017, these costs were paid for by cash donations and in-kind service, which required 12 hours
of staff time to solicit donations, facilitate interactions and coordinate the tree lighting ceremony.
The Lunada Bay HOA holds several events throughout the year: summer concerts, a harvest
festival and Santa in the Park. Prior to FY 2017-18, City public works crews support the HOA on
the day of the event, with costs totaling $10,428 for overtime only:
Summer Concerts:
Harvest Festival:
Santa in the Park:

$5,766
$3,509
$1,153

This past year, the City provided staff support during normal working hours only and the HOA
used all volunteer support on the days or nights of the events.
PUBLIC/ORGANIZATION BENEFIT:
Public benefit by providing direct support to enhance community spirit and participation in a safe
environment.
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ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. For the holiday tree lighting, rely on potential donations each year with the risk of not
lighting the trees
2. For the Lunada Bay HOA events, provide staff support during normal working hours as
was done during FY 2017-18.
3. Fund rental equipment and OT costs for tree lighting only ($8,150).
DEPARTMENTAL PRIORITY:

3
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BUDGET PROJECT ISSUE #:

2

DEPARTMENT:

Public Works

TITLE OF ISSUE PAPER:

Summer Worker Program

EXPENDITURE & FY:

$28,800

ESTIMATED COSTS:

One-time costs:
$ per year:
Annual on-going costs:

FUNDING SOURCE:

General Fund

Fiscal Year: 2018-2019 and 2019-2020
N/A
$28,800
N/A

DESCRIPTION:
Funding for hire seasonal summer workers (high school and college students) to support the Public
Works Department with increased summer maintenance projects (e.g. irrigations upgrades, sign
installations; litter removal, special projects (GIS-based data collection) and support for the July
4th festival.
Prior to FY 2017-18, the City operations budget included funding for this program.
Requested funding provides for four workers for a 12-week duration for each worker, who would
be paid minimum wage.
PUBLIC/ORGANIZATION BENEFIT:
The City benefits from seasonal workers by providing additional low-cost staff support. Workers
benefit by gaining work experience, confidence and skill related to public works as a positive
employment experiences to carry into careers and volunteer commitments.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1.
2.
3.
4.

Do not fund program.
Appropriate funding for one summer worker ($7,200)
Appropriate funding for two summer workers ($14,400)
Appropriate funding for three summer workers ($21,600)

DEPARTMENTAL PRIORITY:

2
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BUDGET PROJECT ISSUE #:

3

DEPARTMENT:

Public Works

TITLE OF ISSUE PAPER:

Work and Asset Management Software

EXPENDITURE & FY:

$15,705.80

ESTIMATED COSTS:

One-time costs:
$ per year:
Annual on-going costs:

FUNDING SOURCE:

Fiscal Year: 2018-2019
N/A
8,205.80

General Fund

DESCRIPTION:
Cloud based work and asset management system to handle and schedule preventative, routine and
emergency maintenance service requests and manage City fleet and assets.
Work and asset management software is an online management tool to manage all aspects of
maintenance workflow, improve insight in to costs, help field crews be more efficient and
responsive, justify decisions, expenses and requirements. The “Work” element of this tool will
help the public works department work collaboratively with other City departments and
maintenance contractors though convenient work order requests, mobile accessibility, automated
work flows and reporting. The “Asset” element of this tool provides for asset inventory and then
management of the inventory, including cost tracking and repair history and purchasing
management.
The Matrix Report appendix included a Best Practices Assessment, which included the following
for this type of improvement:
Performance Target
A computerized maintenance
management system is in
place to handle and schedule
preventative, routine and
emergency maintenance

Strengths
Potential Improvements
There is no computerized The implementation of a
maintenance
management computerized
maintenance
system in place.
management system that
develops
a
year-round
schedule of maintenance

Attached is a brochure from Dude Solutions that provides this type of on-line software solution as
a representative example.
PUBLIC/ORGANIZATION BENEFIT:
This software will allow for efficient management of work orders, public requests, work history,
and preventative and predictive maintenance as well as allow for coordination with landscaping and
tree maintenance contractors, as this is a cloud-based solution that can be accessed from mobile
devices. Further, the software will allow for management of fleet maintenance activities and tracking
of physical assts.
1
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ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Do not fund.
DEPARTMENTAL PRIORITY:

1

ATTACHMENT

2
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PUBLIC WORKS

WORK & ASSET MAN AGEMENT

PACKAGE 3 ATTACHMENT

Dude Solutions
Work & Asset™
The Future of Operations
Management

Outdated request management techniques, last minute tasks,
unforeseen asset failures... all of these obstacles prevent your team
from tackling the work that makes the most impact. With Dude
Solutions Work & AssetTM, we envisioned a better way to work. We
developed our solution with simplicity in mind without sacrificing
power and flexibility – so your work is more productive, streamlined
and ready for the future.
More purpose, more control, more knowledge – all at your fingertips.

How does it work?
Dude Solutions Work & AssetTM is a cloud-based maintenance solution developed
for daily and advanced maintenance operations management. With our software,
users can initiate, assign and track the progress of maintenance work orders; manage
assets and equipment; develop advanced workflows with preventive maintenance
(PM) scheduling; utilize Internet of Things (IoT) technology for predictive maintenance
(PdM); and manage inventory. In addition, our Work & Asset management solutions
contain functionality for document management, reporting and mobile capabilities.

866.455.3833 / info@dudesolutions.com / dudesolutions.comPW
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DUDE SOLUTIONS WORK & ASSET

Key Benefits

user-friendliness, had us

saw how Asset Essentials
was the solution”

Value of Investment
By streamlining processes with Dude Solutions Work & Asset management solutions, a typical maintenance team
can save up to 60 minutes per work order – major savings for your organization.
EFFICIENCY SAVINGS *
COST

Average work orders per year

SAVINGS

Time savings

15 min. x 5,000 =
1250 hours/year

Impact (at $25/hr. rate)

$31,250/year

5,000
15 min./work order saved

*based on 6 technicians

Performing regular preventive maintenance (PM) can extend the life of your machines and equipment by as much
as 35% by decreasing the number of failures, and can also save you 12-18% on average over reactive maintenance.
Simply increasing the percent of PM from 2-20% could save you thousands.
REACTIVE STATE OF MAINTENANCE (2% PM)

AVERAGE NUMBER OF WORK ORDERS
PREVENTIVE WORK ORDERS
REACTIVE WORK ORDERS
AVERAGE WORK ORDER PRICE
PREVENTIVE COST

PROACTIVE STATE OF MAINTENANCE (20% PM)

5,000
100

1,000

4900

4000

$150 for Preventive WO / $300 for Reactive WO
$15,000

$150,000

REACTIVE COST

$1,470,000

$1,200,000

TOTAL MAINTENANCE COST

$1,485,000

$1,350,000
$135,000 per year

SAVINGS FROM INCREASING 2-20%

866.455.3833 / info@dudesolutions.com / dudesolutions.comPW
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DUDE SOLUTIONS WORK & ASSET

Product Features
> Custom fields for organizationspecific work order information
> Job planner for technicians
> Work order prioritization

Workflow management

>
>
>
>

Work Tracking and Monitoring

> Bulk work order update tool
> Automated email notifications for
work assignment based on asset,
work type, location and more

Equipment/Asset Management

> Cost tracking and repair history for total cost of ownership (TCO)
decision-making

Work order request management
Automatic request routing
Location/asset-based work orders
PM and PdM calendar scheduling

> Automatic work order scheduling
based on PdM and historic data
> Audit trail and log tracking
> High-level project tracking
> Certification tracking

> Calendar/meter reading tied to PM/PdM scheduling
> Supplier/vendor tracking for specialized assets

Inventory

> Parts inventory, including physical count and knitting
> Just-in-time (JIT) inventory
> Purchasing/requisition management

Reporting and Analysis

>
>
>
>

Mobile App

> Supported on any iOS and Android device (see version requirements)
> Download free from Apple App Store or Google Play

Document Management

> Document library supporting 20 GB of uploads
> Supported formats include PDF, Microsoft Word, Excel, plain text

DUDE SOLUTIONS

Predefined dashboard with KPIs, reports and charts
Budget tracking based on historic data and projections
Print/export to Excel, create PDF for reporting
Data analyzer tool

DUDE SOLUTIONS

Annual subscription
Full cloud-based solution
Workflow management
Work tracking and monitoring
Equipment/asset management
Inventory
Reporting and analysis
Mobile app
Document management

Advanced workflow management
Advanced rule expression
Data import utility
Custom report designer
Multi-site management
Tagging
Unlimited custom fields
Role configuration
Field title customization
Custom define statuses

Integration suite (Connector Tool
Capital Forecasting
Consulting services

Custom define priority
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DUDE SOLUTIONS WORK & ASSET

Technical Requirements
We suggest the latest version of all browsers and mobile operating systems (OS) for the best
experience. Please consult with your IT department to ensure that all browsers are up to date
and capable of supporting our Work & Asset management solutions.

Ǡ Google Chrome
Ǡ Internet Explorer 11 (with Silverlight 5 or higher installed)

INTERNET BROWSER

Ǡ Microsoft Edge
Ǡ Mozilla Firefox

Latest versions are recommended

Ǡ Opera
Ǡ Safari (Mac OS)

MOBILE OS

Ǡ Android 4.1
Ǡ iOS 9.0

Implementation Information
All Dude Solutions clients have our support, starting with implementation. A client engagement
team member will support you with a call to outline your objectives and guide you through every
step of the process. And, our support doesn’t stop there. As a client, you’ll have a Legendary
Support team member on your side to ensure you get the most out of our solutions. From initial
installation to your first work order, we’ve got you covered through everything.

Legendary Client Support
Cost: Included

Ǡ All Dude Solutions clients have a dedicated Client Success team member assigned
to them
Ǡ Reach support via phone, email or chat for immediate answers

Implementation Support
Cost: Included

Ǡ One-on-one implementation consultation with your client engagement team member
Ǡ Orientation call to establish objectives and answer questions
Ǡ Unlimited interactive online classes
Ǡ Project collaboration tool for implementation management

V1_012018

ABOUT DUDE SOLUTIONS
Dude Solutions is a leading software-as-a-service (SaaS) provider of operations
management solutions to education, government, healthcare, senior living,
manufacturing and membership-based organizations. For nearly two decades,
Dude Solutions has inspired clients to create better work and better lives. We
combine innovative, user-friendly technology with the world’s smartest operations
engine, empowering operations leaders to transform the most important places in
our lives. Today, more than 10,000 organizations use our award-winning software
to manage maintenance, assets, energy, safety, IT, events and more. For more
information, visit dudesolutions.com.
866.455.3833 / info@dudesolutions.com / dudesolutions.comPW
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ADMINISTRATION

BUDGET PROJECT ISSUE #:

1

DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Afternoon Receptionist

COST/REVENUE & FISCAL YEAR:

$21,200
Fiscal Year: 2018-2019

ESTIMATED COSTS:

One-time costs: N/A
Annual on-going costs: $21,200

FUNDING SOURCE:

General Fund

DESCRIPTION:
The front Counter at City Hall is staffed in the morning by a part-time (.5 FTE) receptionist.
Based on the tasks and seniority of the incumbent, the part-time position is classified as a Senior
Receptionist. In the afternoon, the front Counter is also staffed by part-time (.5 FTE)
receptionist. The position has been filled by a variety of part-time individuals and the work load
is somewhat different. As such, the incumbents have been classified as a Receptionist.
The receptionist position is responsible for picking up telephone calls to the City, greeting and
serving the public at the front Counter, and various general office functions.
In early 2018, the position became vacant. Since then, it has not been filled. In the meantime,
the City also replaced its antiquated telephone system that has contemporary automation
functions to route calls in the absence of a receptionist.
The 2018 Matrix Study evaluated the need for the position (see attached) and recommended
filling the vacancy.
Recommendation
Consider reestablishing the City Hall front desk
coverage by either replacing the current
.5 FTE Receptionist position vacancy or
restructuring the current Senior Receptionist
position to a full-time Receptionist position.

Priority

Timeframe

Responsible
Party

Cost Impact

High

2019

City Manager

$20,000

In comparison with other positions needed in the organization, mindful of the capabilities of the
telephone system, filling this vacancy is not the City Manager’s priority.
PUBLIC/ORGANIZATION BENEFIT:

ADMIN 001
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Filling the vacancy will resume customer service consistent with the City’s past practice of
greeting and responding to the calling and visiting public. It will also allow other City staff to
maintain their focus on main responsibilities and assigned work.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1.
2.
3.
4.

Hire a part-time receptionist in 2018-2019 or 2019-2020.
Reconsider this position at a later time.
Do not hire a part-time receptionist.
Consider hiring a different, higher-level position with expanded responsibilities to
encompass the role of the receptionist.

DEPARTMENTAL PRIORITY: #7
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ADMINISTRATION

PACKAGE 1 ATTACHMENT

Page 10/11 March 7, 2018 Matrix Study “Organizational Assessment of Non-Safety Functions”

4.

CONSIDERATION SHOULD BE GIVEN TO FILLING THE RECEPTIONIST
POSITION TO FULL-TIME STATUS.

The City Hall receptionist responsibilities are currently handled by one .50 FTE Senior
Receptionist position who covers the front desk and telephone services from the opening
of City Hall at 8:30 a.m. to 12:30 p.m., Monday through Friday. The previous .50
Receptionist position, allocated to cover afternoon receptionist responsibilities is currently
vacant with no plans to fill the position resulting from the fiscal situation of the City.
To compensate for this vacancy other City Hall staff positions have been assigned to cover
front desk receptions duties, in addition to their current position responsibilities, between
the hours of 12:30 p.m. and 5:00 p.m., Monday through Friday. In addition, selected staff
positions are responsible for picking up and delivering mail from the Post Office each day.
The following table identifies the positions and the number of hours spent away from their
work responsibilities to provide weekly coverage to the City Hall Front Desk and/or
provide mail pick-up and delivery.
Position
Assistant to the City Manager
City Clerk
Permit Technician/Planning
Permit Technician/Building
Financial Services Technician
Financial Services Technician
Other
Total

Hours of Coverage
5.5
3.5
6.0
6.0
2.5
1.5
2.0
27

The impact of added front desk coverage on the efficiency and effectiveness of the seven
positions currently sharing these responsibilities results in a total 27 hours away from their
current job responsibilities. While the opportunity for these positions to work on their own
projects may exist, the frequency of incoming telephone calls and interactions with
citizens visiting City Hall diminishes its overall value and effectiveness in accomplishing
their assigned responsibilities and decreases overall customer service to the citizens of
Palos Verdes Estates.
Replacing the current .5 FTE Receptionist position vacancy or restructuring the current
Senior Receptionist position to a full-time Receptionist position would improve the
effectiveness of City Hall operations and increase its customer service to the community.
It is estimated that this change, including salary and benefits, would cost approximately
$20,000 annually.
Recommendation: Consider reestablishing the City Hall front desk coverage by
either replacing the current .5 FTE Receptionist position vacancy or restructuring
the current Senior Receptionist position to a full-time Receptionist position.
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BUDGET PROJECT ISSUE #:

2

DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Citywide resident satisfaction survey

COST/REVENUE & FISCAL YEAR:

$25,000
Fiscal Year: 2018-2019

ESTIMATED COSTS:

One-time costs: $25,000
Annual on-going costs: $0

FUNDING SOURCE:

General Fund

DESCRIPTION:
In June 2016, the City conducted a professionally administered resident satisfaction survey. At
the time, it was suggested by the firm managing the process (FM3) that the survey be completed
every two years to track and monitor changes resident opinions.
PUBLIC/ORGANIZATION BENEFIT:
Conducting the survey again will provide the City with a new, updated assessment of the
community’s sentiment about City services, priorities and responsiveness.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Conduct the survey in 2018-2019 or 2019-2020.
2. Consider conducting the survey at a later time.
3. Do not conduct the survey.
DEPARTMENTAL PRIORITY: #10
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BUDGET PROJECT ISSUE #: 3
DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Citywide Training and Professional Development

COST/REVENUE & FISCAL YEAR:

$18,187 (FY 18-19) and $18,400 (FY 19-20)
Fiscal Year: 2018-2019 and 2019-2020

ESTIMATED COSTS:

One-time costs: $36,587
Annual on-going costs: $0

FUNDING SOURCE:

General Fund

DESCRIPTION:
Employee training and development is historically budgeted as training and tuition reimbursement.
Although this department budgets workshops, certifications, and conferences, a significant portion
of that amount is annually spent on tuition reimbursement pursuant to employment contracts.
Tuition reimbursement is equivalent to CalState – Long Beach tuition and is dependent upon
credits taken. For any one semester, tuition reimbursement can be up to $5,500 each semester for
one employee, thus quickly exhausting the training and development budget. For Fiscal Years
2018-2019 and 2019-2020 base budget, $35,000 was allocated for tuition reimbursement only.
This decision package requests an additional $18,187 for FY 18-19 and $18,400 for FY 19-20.
For Fiscal Years 2018-2019 and 2019-2020, the budget request a grand total of $36,587, will
include training and development for the Administration, Planning and Building, Public Works
and Police (management) departments.
FY
18-19
$2,090
$1,875
$5,525
$1,797

FY
19-20
$2,100
$1,900
$5,600
$1,800

Public Works – 1 employee

$2,500

$2,600

Planning – 1 employee
Planning – 1 employee
Planning – 1 commissioner
All

$1,200
$1,000
$1,000
$1,200
$18,187

$1,200
$1,000
$1,000
$1,200
$18,400

Training

Department

CJPIA Conference
CJPIA Academies
LCW Conference
CalPERS Conference
American Public Works Association Annual
Conference
Planning Annual & Regional Meetings
Planning Annual & Regional APA Conference
Planning Commissioner Academy
IT Training
TOTAL

All - up to 5 employees
All - 5 Academies (1 per dept.)
All - up to 5 employees
Fin & Admin - 3 employees

PUBLIC/ORGANIZATION BENEFIT:
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It is recommended that additional funding be allocated to enhance professional development as the
organization progresses. The request of $18,187 for FY 18-19 and $18,400 for FY 19-20 provides
up to 44 employees to stay abreast on software, CalPERS, job specific, and financial/accounting
updates, and stay current on professional development.
The enhanced professional development program is to support employee training, conferences,
obtain recommended certifications that will help increase knowledge in their respective fields, and
assist in succession planning; it will also provide exposure to best practices from experts and other
municipalities. In addition, the professional development program will include onsite trainings for
staff to encompass software trainings and work/life topics that also may encompass components
of a wellness program.

ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. City Council may choose not to provide additional funding toward professional
development
2. City Council may choose to provide some funding toward professional development
3. City Council may choose to provide additional funding in excess of the request
DEPARTMENTAL PRIORITY: 6
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BUDGET PROJECT ISSUE #:

4

DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Prepaying CalPERS Unfunded Accrued Liability (UAL)
To Be Determined
Fiscal Year: To Be Determined

COST/REVENUE & FISCAL YEAR:

ESTIMATED COSTS:

One-time costs: N/A
Annual on-going costs: To Be Determined

FUNDING SOURCE:

To Be Determined. Options may include:
• Reserves.
• One-time revenue such as receipts from the exchange of
Proposition A funds or Rule 20A credits.
• General Fund revenue greater than expenses.
• Unrestricted Funds.

DESCRIPTION:
The City currently has a 30 year UAL (unfunded accrued liability) that CalPERS currently
estimates is approximately $13 million. There are various strategies to paying the UAL. As
such, this decision package serves one or two purposes. 1) To serve as a place-marker for
prepaying the UAL while the City awaits an actuarial evaluation of options for paying down the
UAL and / or 2) To identify if there is an amount the City wishes to prepay the UAL with
adoption of the FY 2018-2019 budget in order to avoid interest costs.
PUBLIC/ORGANIZATION BENEFIT:
Without an actuarial analysis for prepayment options, it is not evident how much the City will
benefit by prepaying the UAL. Moreover, the UAL may changes as performance of CalPERS
investments changes. Prepaying the UAL will reduce the liability and potential future costs.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Decide to prepay the UAL upon receipt and evaluation of an actuarial report.
2. Decide to prepay a portion of the UAL with adoption of the 2018-2019 budget.
3. Take no action at this time.
DEPARTMENTAL PRIORITY: #4
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DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Planning and Public Works Department Reorganization

COST/REVENUE & FISCAL YEAR:

To Be Determined
Fiscal Year: 2018-2019

ESTIMATED COSTS:

One-time costs: N/A
Annual on-going costs: To Be Determined

FUNDING SOURCE:

General Fund

DESCRIPTION:
The Matrix Study, completed in March 2018, recommended several changes among and in the
Planning & Building Department and the Public Works Department as follows:
Recommendation

Responsible
Party
Cost Impact

Priority

Timeframe

Maintain the Departments of Public Works and
Planning and Building as separate departments
with one Director assigned to each Department.

High

Not
applicable

Not applicable

Not
applicable

An alternative organizational structure for Public
Works and Planning is proposed, based upon
the fiscal needs of the City, that combines
Planning and Public Works into a single
Department with one Director to achieve annual
savings of approximately $40,000.

Medium

Timing
based on
opportunity
/ attrition

City Manager

($40,000)

Transfer the Parklands Division/Urban Forestry to
the Public Works Maintenance Division for
management and implementation of operations.

High

2018

City Manager

None
anticipated

Conduct an RFP process to determine the
feasibility of deleting the Urban Forester position
and contracting with the existing tree trimming
contractor or an added firm for arborist services.

High

2019

City Manager Cost neutral.

In 2015, the City Council extensively discussed whether or not to contract for urban forestry with
the consideration of two staff reports: May 12, 2015 Staff Report and June 9, 2015 Staff Report.
The City Council concluded it was in the interest of the residents, cost conscious, and prudent for
maintaining the City’s focus on parklands to have an in-house Urban Forester. The Matrix Study
recommends an RFP (request for proposal) to ascertain a cost comparison for contract services.
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The Planning & Building Director will be presenting options for considering whether or not to
issue an RFP.
The Matrix Study offered an alternative of moving the urban forestry function into the Public
Works Department. From a functional, day-to-day perspective, there is merit to this; the Urban
Forester works closely with the Streets and Parks Maintenance Division in the Public Works
Department. On the other hand, the position works appropriately within the Planning & Building
Department because of the planning, code enforcement, and Parklands Committee functions
associated with the Planning & Building Department. There is no cost savings or anticipated
operational efficiencies by reassigning the urban forestry function to the Public Works
Department, as the in-house or contract individual(s) will need to coordinate among both the
Planning & Building Department and the Public Works Department.
The Matrix Study also offered an alternative of combining the Planning & Building Department
with the Public Works Department, demoting one Department Head to a Manager position to
potentially save $40,000. This is not recommended by Matrix, but rather identified as an option
for savings if necessary. It is recommended that this be considered with attrition in one or both
of the positions.
As such, this decision package serves one or two purposes. 1) To serve as a place-marker for the
City Council to provide direction and / or 2) To direct specific actions in reference to the Matrix
Study.
Making the changes herein are not a priority for the City Manager, as the services and functions
of the existing structure and individuals serves the customer service and professional needs as
currently defined.
PUBLIC/ORGANIZATION BENEFIT:
The benefit of reducing a Director classification to a Manager classification may have cost
savings. From an operational or customer service perspective, restructuring the Departments and
assignments will have little impact. An RFP for urban forestry will be addressed with the City
Council.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Direct action(s) in 2018-2019 or 2019-2020
2. Take no action at this time.
3. Provide alternative direction.
DEPARTMENTAL PRIORITY: #8
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BUDGET PROJECT ISSUE #:
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DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Reserve Level

COST/REVENUE & FISCAL YEAR:

To Be Determined
Fiscal Year: 2018-2019

ESTIMATED COSTS:

One-time costs: N/A
Annual on-going costs: To Be Determined

FUNDING SOURCE:

General Fund

DESCRIPTION:
City Council Policy specifies that the City maintain $7.2 million as a policy reserve and to
maintain 50% of operational costs in reserve. The Governmental Finance Officers Association
(GFOA) specifies a minimum of 2-months for an operating reserve. The City’s reserve,
currently, represents approximately 6 months of operating costs. A GFOA worksheet provides
subjective, judgement questions to ascertain a reasonable level of reserves. Members of the
Finance Advisory Committee have identified the worksheet as a tool to determine an appropriate
level for reserves, and it is anticipated that the Finance Advisory Committee will make a
recommendation accordingly.
As such, this decision package serves one or two purposes. 1) To serve as a place-marker for the
City Council to provide direction and / or 2) To direct specific actions in reference to the Reserve
level.
PUBLIC/ORGANIZATION BENEFIT:
The determination of an appropriate Reserve will benefit the organization and City so the budget
can be developed accordingly.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Take action at this time.
2. Take action at a later time.
3. Take no action.
DEPARTMENTAL PRIORITY: #5
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Page 9/10 and 20/21 March 7, 2018
Matrix Study “Organizational Assessment of Non-Safety Functions”
3. AN ALTERNATIVE ORGANIZATIONAL STRUCTURE FOR PLANNING AND
PUBLIC WORKS WAS EVALUATED.
The project team evaluated an alternative organizational structure that would combine the
Departments of Planning and Public Works into a single department overseen by one
Director. This change has the potential to save approximately $40,000 from converting
one of the Director positions to a Manager position. A review of the organizational
structure of other communities provides a mixed comparison on prevailing practice with
both a combined department structure and separate departments both being commonly
utilized. Our review of other communities found that more utilized specially trained
Directors in both positions. This is typically done because it is very difficult to find a single
individual with the level of in-depth understanding of both Public Works and Planning
operations.
While this combined department approach is feasible, and could be utilized if funding
remains tight, it is not the recommended staffing model. The current approach – having
one Director over Planning and Building and one Director over Public Works - provides a
higher-level of technical expertise to the community and is the recommended
organizational structure. If the City decides to combine Public Works and Planning into
a single department, it would be most easily implemented when attrition in one of the
current Director positions occurs.
Recommendation: Maintain the Departments of Public Works and Planning and
Building as separate departments with one Director assigned to each Department.
Recommendation: An alternative organizational structure for Public Works and
Planning was considered that combines Planning and Public Works into a single
Department with one Director. Depending upon the background of the individual
selected, the other Department Head position would be converted to a Manager
level position (either Planning Manager or Public Works Manager/City Engineer) to
achieve annual savings of approximately $40,000.
5. THE PARKLANDS FUNCTION SHOULD BE TRANSFERRED TO THE PUBLIC
WORKS DEPARTMENT AND THE URBAN FORESTER POSITION ELIMINATED.
The primary responsibility of the Parklands Division is the management of landscape
maintenance, tree trimming and fire safety and weed abatement contracts with private
contractors. In addition to contract management the Urban Forester processes tree
removal applications and provides staff support to the Parklands Committee.
The tree trimming, landscape maintenance, and fire safety and weed abatement contracts
are functions typically managed and/or implemented by Public Works Departments in
other public agencies and are consistent with the other maintenance activities performed
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by the City of Palos Verdes Maintenance Division. Transferring the Parklands Division
and its allocated personnel to Public Works would consolidate City-wide maintenance
functions in one Division and improve the overall management and effectiveness of the
maintenance function in the City.
This action would result in the transfer of Parklands Division responsibility to existing
management and supervisory personnel in the Public Works Department. It will be
important to ensure that the tree trimming contractor can provide the services of an
arborist or the city will need to contract with a separate firm to provide for arborist services.
The City should undertake and RFP process to test the local market for the provision of
contracted arborist tree trimming services. This is the only accurate way to determine if
and the specific amount of cost savings can be achieved from the contracting out of this
service. Going through the RFP process will enable the City to determine if current
service levels can be provided at a lower cost than current conducted with an in-house
Urban Forester position. Costs comparisons should include the full costs, including all
benefits and pensions costs, of the existing position when comparing to the bid pricing
received.
Recommendation: Transfer the Parklands Division/Urban Forestry to the Public
Works Maintenance Division for management and implementation of operations.
Recommendation: Conduct an RFP process to determine the feasibility of deleting
the Urban Forester position and contracting with the existing tree trimming
contractor or an added firm for arborist services.
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BUDGET PROJECT ISSUE #:

7

DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Transfer Into Capital Improvement Program

COST/REVENUE & FISCAL YEAR:

To Be Determined
Fiscal Year: 2018-2019 and 2019-2020

ESTIMATED COSTS:

One-time costs: To Be Determined
Annual on-going costs: To Be Determined

FUNDING SOURCE:

General Fund and / or Equipment Replacement Fund

DESCRIPTION:
The base budget does not include transfers from the General Fund into the Capital Improvement
Fund (CIP Fund) for infrastructure improvement. While the General Fund is the regular source
of revenue for the CIP Fund, funds in the Equipment Replacement Fund, if deemed in excess of
needs, can be transferred for infrastructure also. Funds exist in the CIP Fund. A transfer will
backfill some or all of the spending for projects budgeted in the CIP Fund. The transfer also
removes the funds that would be eligible for spending from the General Fund.
PUBLIC/ORGANIZATION BENEFIT:
When funds are spent in the CIP Fund, the money is gone; there is no on-going revenue source.
The transfer(s) of funds into the CIP Fund will cover current or future infrastructure projects.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Identify the amount of funds to be transferred into the CIP Fund and the source(s) of the
funds in 2018-2019 and 2019-2020.
2. Determine a fund transfer amount at a later time.
3. Do not transfer funds.
DEPARTMENTAL PRIORITY: #1
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DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Transfer Into Parklands Fund

COST/REVENUE & FISCAL YEAR:

To Be Determined
Fiscal Year: 2018-2019 and 2019-2020

ESTIMATED COSTS:

One-time costs: To Be Determined
Annual on-going costs: To Be Determined

FUNDING SOURCE:

General Fund

DESCRIPTION:
The City Council has established the goal of transferring $100,000 into the Parklands Fund. For
balancing the 2017-2018 budget, some of the funding in the Parklands Fund was transferred into
the General Fund. At this time, no projects for Parkland Fund funding has been approved, but
some are forthcoming. Allocating General Fund funds to the Parkland Fund removes the funds
from use in the Capital Improvement Fund or other General Fund expenses.
PUBLIC/ORGANIZATION BENEFIT:
The transfer of funds builds a bank for Parklands improvements.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Determine the amount and transfer General Fund funds into the Parklands Fund in 20182019 and / or 2019-2020.
2. Make a determination on transfers at a later time.
3. Do not transfer funds.
DEPARTMENTAL PRIORITY: #2
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DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Transfer Into Equipment Replacement Fund

COST/REVENUE & FISCAL YEAR:

To Be Determined
Fiscal Year: 2018-2019 and 2019-2020

ESTIMATED COSTS:

One-time costs: To Be Determined
Annual on-going costs: To Be Determined

FUNDING SOURCE:

General Fund

DESCRIPTION:
The base budget includes approximately $300,000 of General Fund funds being transferred into
the Equipment Replacement Fund. Approximately $2.5 million is in the Equipment
Replacement Fund. The Equipment Replacement Fund needs to be audited to validate the
amount of money being saved for replacements inclusive of inventorying assets, the condition of
the inventory, and the scheduled replacement dates. The replacements in the Equipment
Replacement Fund for 2018-2019 and 2019-2020 are approximately $150,000 per year and
primarily includes technology equipment and vehicles. The transfer of General Fund funds into
the Equipment Replacement Fund removes the funds from use in the Capital Improvement Fund
or other General Fund expenses.
PUBLIC/ORGANIZATION BENEFIT:
The Equipment Replacement Fund is an account that is banking funds for equipment
replacement and emergency operational needs of the City. Saving money in the Equipment
Replacements assures that the funds necessary to replace aged equipment for safety and
operations is available when necessary..
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Continue with the transfer of General Funds to Equipment Replacement Fund as
budgeted.
2. Determine to transfer funds back to the General Fund at a later time.
3. Do not transfer funds into the Equipment Replacement Fund.
4. Determine an amount less or more to transfer from the General Fund into the Equipment
Replacement Fund.
DEPARTMENTAL PRIORITY: #3
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DEPARTMENT:

City Manager

TITLE OF ISSUE PAPER:

Cost Containment

COST/REVENUE & FISCAL YEAR:

To Be Determined
Fiscal Year: 2018-2019 and 2019-2020

ESTIMATED COSTS:

One-time costs: To Be Determined
Annual on-going costs: To Be Determined

FUNDING SOURCE:

General Fund

DESCRIPTION:
The base budget for 2018-2019 and 2019-2020 projects revenues and presents the cost of
maintaining current service levels. Based on both, the question is if the City Council desires an
across the board reduction or a reduction in certain programs to save operating costs. If the City
Council desires an across the board reduction in costs, staff will present on May 30 the impact to
service levels. Or, if the City Council desires a reduction in specific programs, staff will
eliminate them from the base budget.
PUBLIC/ORGANIZATION BENEFIT:
While reducing costs will reduce service levels, it will provide savings that can be used for City
Council directed purposes.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Maintain the base budget as-is.
2. Reduce the base budget by a specified amount or by program.
DEPARTMENTAL PRIORITY: #9
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1

DEPARTMENT:

Finance

TITLE OF ISSUE PAPER:

Cashless counter service

COST/REVENUE & FISCAL YEAR:

Expenditure ($6.00/month)
Fiscal Year: 2018-2019

ESTIMATED COSTS:

One-time costs: $0 per year
Annual on-going costs: $36.00

FUNDING SOURCE:

General Fund

DESCRIPTION:
At the Counter, during the normal course of business, the City receives checks, credit cards and cash for the
payment of permits, citations and applications. Checks are electronically transmitted and deposited at the bank.
Once-a-week, a staff person will drive to the bank to make a deposit of the cash that is received at the Counter.
The cash is approximately $300 per deposit. For the deposit, the City pays a $2.00 transaction fee. The City
incurs risk and liability for staff driving to the bank, has vulnerability for the security of the cash and staff
person, and each week, requires about 30 minutes of staff time (away from the office at the end of the day).
The alternative is to not accept cash at the Counter, and continue receiving (only) checks and credit cards.
While there is a reduction in City costs and risk to implement a cashless Counter, there will be a service impact
to the public. Approximately 2- to 5-indivdiuals visit the Counter per week with cash. The public that comes to
the Counter to pay cash will be asked to return if/when a check or credit card are not alternatively in-hand.
Cash is maintained in a drawer that is kept in the City safe that is locked nightly. Going to a cashless system
also eliminates potential accountably issues with maintaining cash on-hand.
PUBLIC/ORGANIZATION BENEFIT:
While the cost savings is not material, the potential risk and liability to the City with accepting cash is
significant. The benefit of having a cashless Counter is significant.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Maintain the current practice of accepting cash.
2. Hire an armored transport (research to determine costs).
3. Implement a cashless Counter.
DEPARTMENTAL PRIORITY: #2
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2

DEPARTMENT:

Finance

TITLE OF ISSUE PAPER:

Analyze and Develop Strategy Alternatives for CalPERS Unfunded
Accrued Liability (UAL)

COST/REVENUE & FISCAL YEAR:

Expenditure: $18,000 to $38,000
Fiscal Year: 2018-2019

ESTIMATED COSTS:

One-time costs: $18,000 to $38,000
Annual on-going costs: $0

FUNDING SOURCE:

General Fund

DESCRIPTION:
The City reached out to 4 consultants seeking a proposal to analyze and provide options for addressing the
City’s CalPERS Unfunded Accrued Liability (UAL) and specifically to obtain a projection of strategies that
reduce, avoid or eliminate costs and the trade-off for those options. The proposal was requested to include the
following:
1. A realistic projection of costs.
2. The long term cost/benefit of using $ in the City’s Reserve Fund for PERS. In other words, by how much
would we avoid or reduce costs by paying down PERS in the future if we use our Reserves today? The
Council can then decide if reducing Reserves today is a better plan than paying-as-you-go.
3. The answer to the question of what it would look like to make a large 1x payment to the UAL (e.g., $1
million from Reserve) or incremental extra payments (e.g., $100,000 per year).
4. How much the City’s UAL would be reduced for every 1% that employees pay of the employer share of
PERS. And, for the average employee, how much the City will pay as an average pension.
5. The benefit/value of other strategies such as creating a Trust, issuing debt, etc.
The proposals received are attached.
PUBLIC/ORGANIZATION BENEFIT:
This study requires the expertise of an actuarial and a firm well-versed in the CalPERS programs. The benefit
will be the presentation of options and the development of a plan for meeting the City’s long-term CalPERS
obligations. It will provide the City Council, Finance Advisory Committee, employees and the public with
accurate and realistic information.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Retain consultant in FY 2018-2010 or FY 2019-2020.
2. Do not retain consultant.
DEPARTMENTAL PRIORITY: #3

2
FINANCE 002

075

FINANCE

PACKAGE 2a ATTACHMENT

Proposal for
The City of Palos Verdes Estates

CalPERS Unfunded Accrued Liability: Projection and
Evaluation of Funding Options

Submitted by: Lewis & Ellis, Inc.

FINANCE 003

076

700 Central Expressway South, Suite 550
Allen, TX 75013
972-850-0850
lewisellis.com

May 2, 2018

Anton “Tony” Dahlerbruch
City Manager
City of Palos Verdes Estates
340 Palos Verdes Drive West
Palos Verdes Estates, CA 90274
Dear Tony,
Thank you for the opportunity to submit this proposal to the City of Palos Verdes Estates
(“City”). This proposal has been prepared by the Dallas office of Lewis & Ellis, Inc (“L&E”).
I am the Senior Vice President and Principal of L&E with over 20 years of consulting
experience. My phone number is (972) 850-0850 and my fax number is (972) 850-0851. I
can be reached by email at cchadick@lewisellis.com. Any questions regarding this proposal
should be directed to me, or to our proposed lead actuary for this project Yuri Nisenzon,
Assistant Vice President and Consulting Actuary of L&E. Yuri can be reached at 718-9261092, ynisenzon@lewisellis.com. Lewis & Ellis has been performing actuarial services for
various types of benefits plans for a number of clients in both the public and private sector
since 1968.
We believe that L&E is well positioned to provide the high quality professional services to
the City in a very cost efficient and effective manner. If you have any questions regarding
this proposal, do not hesitate to contact me.

Sincerely,

Cabe Chadick, FSA, MAAA
Senior Vice President & Principal
Lewis & Ellis, Inc
(972) 850-0850

Dallas ▪ Kansas City ▪ Baltimore ▪ Charlotte ▪ Denver ▪ Indianapolis ▪ London ▪ Omaha ▪ Trenton
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I.

Statement of Interest

This section contains our understanding of your needs, requested services and our proposed
approach

Understanding of Your Situation and Requested Services
Here is our understanding of your situation:
1. City of Palos Verdes Estates has a population of about 14,000, sponsors four different
plans through participation in the California Public Employer Retirement System
(CalPERS): Miscellaneous Plan and Safety Plan (covering Classic employees),
PEPRA Miscellaneous and PEPRA Police Safety plans.
a. Based on the results of June 30, 2016 actuarial valuation conducted by CalPERS,
the retirement plans cover 61 active employees, 132 retirees in pay status, and 82
former employees entitled to benefits upon retirement.
b. The City is residential area, so the primary revenue source for public services
provided by Palos Verdes Estates is property tax. Because of the residential
character City receives very small amounts of sales tax and business license tax
income.
c. City uses voter approved parcel tax to help pay for and maintain essential
community services. The tax, which generates approximately $5 million a year,
covers approximately 25% of the entire operating budget for City services.
d. Based on the preliminarily information and variety of assumptions, it appears that
the City will have little, if any, discretionary funds projected over at least the next
2 years and as such, potentially little, if any, $$ for extra payments toward pension
plan funding.
e. Based on the results of June 30, 2016 actuarial valuation the total required
contribution for all City’s sponsored plans is equal to $1.27 million (25.1% of
payroll) for the fiscal year 2017-2018, and CalPERS projects $1.54 million (27.1%
of payroll) for the fiscal year 2018-2019. The increase is driven mostly by the
“catch-up” payments to amortize the unfunded actuarial liability.
f. CalPERS recently adopted a number of changes in actuarial assumptions and
funding policy designed to shorten liability shortfall, accelerate amortization of
unfunded liability and bring actuarial assumption in line with the system past and
expected economic and demographic experience. The changes include phased-in
decrease in discount rate from 7.5% to 7.0% during the three year period ending
on June 30, 2018, the new actuarial assumptions based on the recent experience
study effective from June 30, 2017 actuarial valuation, and significant changes in
amortization policies that will go in effect from June 30, 2019 actuarial valuation
(with the impact for participating public agencies starting from the fiscal year
2021-2022). Based on the available projection studies conducted by CalPERS and
the League of California Cities, the changes will result in significant increase of
funding requirements for participating public agencies. It will put additional
pressure on already strained resources of the City.
Lewis & Ellis, Inc.  Actuaries & Consultants
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2. The significant projected increase in pension cost can force the City to consider
curtailing some of the key municipal services going forward, in order to be able to
balance the budget and comply with required funding payments. The financial risk
coming from growing unfunded pension liability can be further increased by the
unfavorable investment and demographic experience of CalPERS. The City is
interested in conducting the study to develop the most efficient approach to mitigate
the risk based on the variety of different assumptions, the changes already adopted by
CalPERS, available reserves and other pertinent information. In particular, the City is
looking to analyze the following scenarios:
a. The short- and long-term impact from making a large one-time payment toward
pension plans funding using the City’s Reserve Fund;
b. The short- and long-term impact from making a series of additional incremental
payments to CalPERS over a few years period by using the City’s Reserve Fund;
c. The long-term benefits of increasing employee contribution portion of the cost to
cover part of the City’s (employer’s) normal cost rate of pay;
d. The impact on pension funding approach from setting Irrevocable Pension Trust
under Internal Revenue Section 115to prefund future CalPERS contributions and
help the City to avoid the volatility in the upcoming contribution requirements;
e. Consider the impact from funding the pension liability by creating new debt from
issuing Pension Obligation Bonds;
f. Consider the other measures implemented by other public agencies to pay down
their pension liabilities and manage the future risk associated with increasing
funding requirements, consider proposal for other innovative approaches;
g. The Actuarial Consultant hired by the City will be asked to participate in few
meetings to present the results to Finance Advisory Committee and City Council;
Consultant has to make himself (herself) available to address follow-up questions
either during or after the meetings; and
h. The City would like to conduct the study based on the results of the June 30, 2017
actuarial valuation, with results expected to be available in July, 2018.

Overview of Proposed Services and Methodology
Lewis & Ellis (“L&E”) team has an experience of conducting similar studies for public
agencies. Our team will be led by Mr. Yuri Nisenzon, Assistant Vice President and Consulting
Actuary of L&E. Yuri has a deep knowledge of CalPERS actuarial process, monitors new
development on the regular basis. In 2016-2017 he led the team of consultants conducted
comprehensive actuarial study for the City of Corona, CA, included projection of pension
obligation and funding requirements based on the different sets of actuarial assumptions,
budgeting and proposed measures of cost control. Yuri has over 25 years of consulting
experience, during this period his clients included: New York City; City of Baltimore; City
of Lexington (KY); City of Detroit; State of Pennsylvania; State of Alaska; State of New
Jersey; and United States Postal Service. For more information about our team please see the
‘Profile of Proposer and Actuarial Team” section of this proposal.
Lewis & Ellis, Inc.  Actuaries & Consultants

FINANCE 007

05/02/2018

5

080

CalPERS Unfunded Accrued Liability: Projection and Evaluation of Funding Options

Our proposed approach includes three phases.
Phase 1. Assessment of the current status based on the results of June 30, 2017 Actuarial
Valuation, additional projections and studies conducted by CalPERS
a. We will summarize the results of the June 30, 2017 actuarial valuation including
projected contribution requirements for fiscal years 2018-2019 and 2019-2020,
Normal Cost Rates and Unfunded Actuarial Liability (UAL) payments projections
through the fiscal year 2025-2026.
b. We will review the key actuarial assumptions used by CalPERS in June 30, 2017
actuarial valuation and compare it with an actual City’s experience. These
assumptions will include (but not limited to) the rate of the projected payroll growth,
retirement, mortality and turnover rates. We will also request and collect information
about the anticipated increase in the number of plan participants, any vacancies that
City is planning to fill out with new hires. This information will allow us to make
appropriate adjustments to the future CalPERS projections as your actual experience
will not be reflected in valuation results until CalPERS actuaries receive and use the
new data information.
c. We will program our model to reflect the City’s census information, normal cost
percentage rate, history of amortization bases, market value of assets and other
information from June 30, 2017 valuation and will try to replicate the projected results
included into actuarial valuation report. This step will allow us to make sure that we
properly set the model parameters and to define the base (Status Quo) scenario that
will be used in the next phase to determine the impact from the alternative funding
approaches, amortization changes and other alternatives.
Phase 2. Consider short- and long-term impact on projected unfunded accrued liability and
funding requirements resulted from alternative funding and other proactive approaches
designed to reduce unfunded accrued liability and achieve saving in cash contribution
requirements over the future ten years. The projected results will be compared with the base
scenario with the difference shown in dollar amounts, as a percentage of the base scenario
amount and (if appropriate) as a percentage of payroll. The following are proposed scenarios
to be considered:
a. We will consider the impact from making one-time large lump-sum contribution to
CalPERS to reduce the City’s unfunded accrued liability, save money on interest cost
and on the future contribution amounts. In order to calculate the net savings in this
scenario, the savings from a prepayment must be compared to the amount the City
could earn by investing the funds. We will consider different pre-payment amounts up
to $9 million currently available in reserve fund, and we will consult with the City
administration regarding reasonable expected rate of return on investments outside of
CalPERS based on the City’s government code approved investments.
b. We will consider the impact from making series of payments over the years to prepay
the unfunded accrued liability by using the reserve fund and part of the City’s net
Lewis & Ellis, Inc.  Actuaries & Consultants
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c.

d.

e.

f.

g.

operating surplus each year (if available). Once again, the net saving should take into
account the difference between the saving achieved from a prepayment and potential
investment income from the funds.
We will consider change in amortization payments by considering new fresh-start
amortization of the unfunded accrued liability over the period of 20 and 15 years. This
approach will likely lead to immediate short-term increase in amortization payments
and total contribution amounts over the new amortization period, but will likely result
in the significant saving in interest cost and future contribution requirements over the
period of ten years. We will choose the new proposed amortization period after careful
analysis of the new elevated required projected contribution amounts to make sure the
City has enough money in reserve fund to pay for increases.
We will consider scenario when the City establish an Irrevocable Pension Trust under
IRS Section 115 to prefund future CalPERS contributions. We will consult with the
City’s administration about the reasonable rate of assets return for the new Pension
Trust, consider different funding scenarios when the City transfer money from General
Fund and reserves to the Trust. We will model and consider the different options for
the City to draw from the Trust to make additional contributions to CalPERS in order
to achieve the saving on the future contributions. This scenario can be considered to
pair with options b) and c).
We will consider long-term impact on unfunded accrued liability from asking
employees to make additional contribution towards employer cost, beyond the
CalPERS required employee contribution. We will estimate an impact from increasing
employee contribution portion by 1% and can use it to interpolate the impact from the
further increases (in 1% decrements), if City desires to consider it.
We will estimate the net employer per capita pension benefit cost and the components
(normal cost and legacy/unfunded accrued liability amortization cost), as a dollar
amount and as a percentage of the average compensation. We will provide separate
per capita pension benefit cost estimation for Classic and PEPRA employees, for
Miscellaneous and Police members.
Using our model, we will provide sensitivity analysis to consider long-term impact on
the cost of the plans resulted from the market return on assets different from the
expected, changes in the future discount rate, payroll growth rate and other actuarial
assumptions. This analysis allow the City to prepare for possible changes in pension
cost due to additional gains/losses caused by the actual City’s experience,
economic/market experience of CalPERS and possible changes in actuarial
assumptions made by CalPERS staff. The sensitivity analysis will initially apply to
base case scenario, but can be considered in combination with any alternative scenario
a) – f) described above, if requested by the City.

Lewis & Ellis, Inc.  Actuaries & Consultants
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Phase 3. We will summarize the results of our study in the final report and present it to the
City’s administration. Our final report will include the following sections:
a. Description of the CalPERS funded status, the main factors contributing to the funded
status, summary of the recent changes introduced by CalPERS (including upcoming
changes in actuarial assumptions, amortization schedule, etc) and the impact they may
have on the future cost of City’s pension plans;
b. Summary of the main results of June 30, 2017 actuarial valuations;
c. Description of the project, our approach and scenarios considered;
d. Base case scenario, comparison with CalPERS projections, results of the sensitivity
analysis of the base case scenario;
e. Detailed description of the alternative funding scenarios described above in Phase 2,
summary of the projection results and comparison with base case scenario; and
f. General discussion about the results, summary of the known changes implemented by
other public agencies (including members of CalPERS) to pay down the unfunded
liability, mitigate the financial risk of the growing pension costs, our recommended
next steps.
We will present our preliminary results to the City’s Finance Advisory Committee (FAC),
answer the related questions and get the comments and suggestions. Based on the received
feedback we will finalize our results, add necessary details and additional scenarios. If
requested by the City, we will follow-up with another presentation for FAC. After we agree
on the content of our final results and recommendations, the results will be presented to the
City Council. Based on the comments and questions from the Council members, we will make
additional changes / additions to our final report. If requested, we will follow-up with another
final presentation of our results.

Additional Available Services
We understand that City has the important needs to manage the costs of the pension plans and
limited budget, therefore the proposed elements of the study described above include the
critical steps and scenarios we recommend you to consider. In addition, L&E can provide the
City with additional services that can further help to improve the financial stability and
provide helpful information to the City’s management and residents. Those services include:
a. Work-shop designed to provide better understanding of the pension plan benefits and
related costs to the members and the residents, improve people retirement readiness
and financial wellness;
b. Consider and analyze plan termination scenarios (if City decides to terminate
participation in CalPERS), calculation of termination liabilities, short- and long-term
impact on the City’s finance, alternative plans design to make current participants
whole and other related steps;
c. Review, assessment of the current status, projections and cost saving
recommendations of the healthcare program sponsored by the City; and
Lewis & Ellis, Inc.  Actuaries & Consultants
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d. Update of the projections included in our study to reflect any significant changes in
CalPERS economic and demographic assumptions, City’s actual experience and
economic situation.
In addition, City can benefit from the legal and financial advisory services provided by our
business partners:
Best Best & Krieger, LLP (BB&K) - a full-service law firm with nearly 200 attorneys in
nine offices across California and in Washington, D.C. At a time when public agencies are
facing significant challenges brought by the rising cost of pension, health and fringe benefits,
increased regulatory scrutiny and an evolving market affecting revenues, the experienced
counsel of BB&K can achieve significant savings and value. BB&K attorneys in Employee
Benefits & Executive Compensation practice provide a full range of services in the areas of
employee and retirement benefits and executive compensation. With decades of experience
representing public agencies, BB&K’s Employee Benefits attorneys are adept at devising
practical solutions to help clients retain their most valuable asset – their employees – while
remaining fiscally responsible. They take the time to understand clients’ motivations and key
drivers to design the right benefit programs and compensation arrangements to meet each
client’s specific needs and goals.
The representation of public agency employers presents unique challenges, and BB&K
Employee Benefits attorneys are skilled at identifying and resolving such challenges in a
timely and cost-efficient manner. They provide practical solutions to daunting challenges and
assist with facilitating implementation, from drafting documents to communicating with
employees, retirees and third-party stakeholders.
BB&K attorneys provide nearly 300 public employers with strategic counsel and advice on a
variety of employee benefit issues, including the Public Employees Retirement Law, the
Affordable Care Act and the County Employees’ Retirement Law, and Public Employee
Pension Reform Act (PEPRA). BB&K’s team of 7 employee benefit attorneys and 4 support
staff has an incredible breadth of knowledge and expertise and can assist the public agencies
with any number of employee/retiree benefit issues including, but not limited to, the
following:







Pension plans, including state or regional system such as CalPERS, CalSTRS and
1937 Act Systems and stand-alone retirement plans such as defined contribution and
deferred compensation plans;
Resolution of audits and investigations by any regulatory body including CalPERS,
IRS and EDD;
Analysis and evaluation of permissible compensation and benefits for elected
officials;
Performance of internal employment tax audits to resolve any tax vulnerabilities
before they result in tax liabilities;
Health and welfare benefit plans including cafeteria plans, health and/or dependent
care FSAs, health reimbursement arrangements and fringe benefit plans;

Lewis & Ellis, Inc.  Actuaries & Consultants
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Retired annuitant employment; and
Retiree health and other post-employment benefits.

The Public Financial Management (PFM) – Group of companies is a leading provider of
financial, asset management and management and budget consulting services to state and
local governments nationally, is available to provide additional support through financial and
strategic analysis of pension funding alternatives, upon request.
•
PFM Financial Advisors LLC (“PFMFA”), which has been ranked by Thomson
Reuters as the nation’s leading financial advisor to the public sector for the past 19 years,
would be the lead affiliate to provide support with these services, including analyzing a range
of potential outcomes and impacts of pension obligation bonds, Section 115 Trusts / rate
stabilization funds, reserve fund note structures, voluntary buyout strategies, and other upfront or recurring sources of funds.
•
PFM Asset Management LLC (“PFMAM”) a Securities and Exchange Commission
(“SEC”)- registered investment advisor, with $122.8 billion in total assets under management,
including $80.6 billion in discretionary assets under management and $42.2 billion in nondiscretionary assets under advisement (period ending December 31, 2017), could also assist
with investment consulting and supporting analysis of potential returns for the financial
approaches described above.
•
PFM Group Consulting (“PFMGC”), a leader in providing management and budget
consulting services to state and local government clients, has extensive experience in multiyear financial plans, pension and OPEB funding and redesign strategies, and workforce
consulting, and would potentially add analytic and project management support.
These services would be coordinated through PFM’s interdisciplinary Center for Retirement
Finance, which concentrates on addressing these challenges nationally.
Should you decide to discuss any possible services with BB&K or PFM, we will be happy to
connect you directly with the most qualified staff within the companies to address your needs.
For your convenience we included some base hourly rates charged by BB&K and PFM
professionals. Note, however, that final rates must be negotiated with BB&K or PFM directly.

Tentative Project Timeline
The table on the following page lists the key steps that L&E’s Actuarial Team will undertake
to perform this study for the City as well as estimated time for completion of every step (we
begin from the day agreement is signed and/or June 30, 2017 actuarial valuation reports
become available, whichever is later). Once the project begins, we will discuss the proposed
schedule with the City’s Management to make sure it meets City’s goals and expectations and
make appropriate adjustments.
Lewis & Ellis, Inc.  Actuaries & Consultants
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Key Steps-L&E CalPERS Unfunded Actuarial
Liability Study

Estimated Time of Completion

1. Kick-off Conference Call

Week 1

2. L&E will request Additional Data/Plan Related
Documents/Financial and Demographic
Information (City’s experience, expected payroll
increases, hiring/turnover/retirements, etc)
3. Summary of the results of June 30, 2017 actuarial
valuation, actuarial assumptions used by
CalPERS
4. Base Case scenario, replication of CalPERS
projections
5. Completion of Phase 1, conference call with the
City to update about the status
6. Confirm the preliminary list of the funding
strategic approaches and other options to be
considered with the City
7. Preliminary results of Phase 2 (a-e), presentation
to Finance Advisory Committee (FAC), if
requested by the City
8. Updated projection results for all considered
scenarios, to reflect comments made by FAC
9. Development of the per capita cost of pension
plans for different employee categories,
completion of sensitivity (what if) analysis (Phase
2 f-g)
10. Presentation of Phase 2 results to FAC,
completion of Phase 2.
11. The draft of final report, presentation to City
Council (if requested)
12. Final report addressing questions, comments
made by the members of the City Council,
another final presentation to the City Council (if
requested)
13. Additional requests from the City, additional
services provided by L&E, BB&K or PFM

Lewis & Ellis, Inc.  Actuaries & Consultants
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Week 6
Week 7
Week 11
Week 12-13
Week 14-15
Week 16
Week 18
Week 20
As required

05/02/2018

11

086

CalPERS Unfunded Accrued Liability: Projection and Evaluation of Funding Options

II.

Profile of Proposer and Actuarial Team

This section includes the information about the firm including the size and location of office that the
City will be in contact with, number of professional staff and overall experience of assigned staff for
this project.

Lewis & Ellis, Inc., Actuaries and Consultants, was founded in 1968. Our Federal Employer
Identification Number is #75-1281520. We are a global management consulting firm that
works with leaders to transform strategy into reality. Our focus is on making change happen
and helping people and organizations realize their potential. We have charted a course of
significant growth built on dedication to professional competence, integrity and service. Our
approach embraces the client’s unique profile as the cornerstone of cost-effective solution
development. Innovative computing technology has been key to our ability to provide costeffective solutions to difficult problems.
Lewis & Ellis employs over 80 top professional and support employees located in different
locations in the United States and abroad, including 24 Fellows of the Society of Actuaries
(FSA), 2 Fellows of the Casualty Actuarial Society (FCAS), 12 Associates of the Society of
Actuaries (ASA), and 1 Associate of the Casualty Actuarial Society (ACAS). All FSAs,
FCASs, ASAs, and ACASs are also Members of the American Academy of Actuaries
(MAAA). For 50 years, we have been renowned for the quality of our research and the
intellectual rigor of our work. We transform research into actionable insights. We give our
clients breakthrough perspectives on their organization and we do it in the most efficient way
to achieve the desired results.
Our clients are from the governmental, private, public and not-for profit sectors, across every
major industry, and they represent diverse business challenges. In the United States, Lewis
& Ellis has the following offices:
Baltimore, MD
Charlotte, NC
Dallas, TX
Denver, CO

Indianapolis, IN
Kansas City, MO
Omaha, NE
Trenton, NJ

The service related to this proposal will be provided from our Dallas, TX office at the
following address:
Lewis & Ellis
700 Central Expressway South, Suite 550
Allen, TX 75013
Lewis & Ellis’s Benefits and Actuarial Consulting practice focuses on the government and
not-for-profit sectors with 80 percent of our clients in the public sector. As such we have a
strong focus on researching, understanding and communicating to our clients the unique
Lewis & Ellis, Inc.  Actuaries & Consultants
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issues relating to public entities and government plans. We currently have over 30 qualified
actuaries serving clients coast to coast in all facets of retirement, health, life, and property and
casualty insurance operations, regulatory compliance, employee benefits, and expert
testimony. Our actuarial clients include numerous state and local governments throughout the
country and a number of different Federal Government agencies. L&E serves as a recurring
actuarial provider for many public entities across the country. We provide a full range of
actuarial services to state and local, like the City, as well as other private and public clients,
with a wide variety of issues. We bring these experiences and capabilities to this engagement.
A representative (not complete) list of the recurring Dallas office’s public clients is below.
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

City of Alice, TX
City of Bastrop, LA
City of Cedar Rapids, IA
City of Corpus Christi, TX
City of Fayetteville, AR
City of Glendale, AZ
City of Kenner, LA
City of Kingsville, TX
City of Mesquite, TX
City of New Braunfels, TX
City of Norman, OK
City of Sulphur, LA
City of Tempe, AZ
City of Thibodaux, LA
Salt Lake City Corporation, UT
Town of Gilbert, AZ
Hidalgo County, TX
Montgomery County, TX
Webb County, TX
St. Bernard Parish Government, LA
Terrebonne Parish Consolidated Govt., LA
Maryland Environmental Service, MD
Caldwell Parish Sheriff, LA
West Carroll Parish Sheriff, LA
Louisiana Clerks of Court Association
Terrebonne Parish Council on Aging, LA
West Calcasieu Cameron Hospital, LA

The “References” section of our proposal contains selected government entities where L&E
consultants provided either recurring or special actuarial services, including name, contact
person, title, telephone number. We will be happy to provide additional references, if
requested.
As is our standard approach, our team for the engagement includes those consultants best
suited for the requested services, chosen from our national benefits staff. While the multioffice approach has been a standard operating procedure at L&E for many years, particularly
with our largest clients, the advance of technology over the last decade has significantly
Lewis & Ellis, Inc.  Actuaries & Consultants

FINANCE 015

05/02/2018

13

088

CalPERS Unfunded Accrued Liability: Projection and Evaluation of Funding Options

increased our capabilities for close interoffice cooperation. As actuarial work has moved to
online cooperation, our early commitment to this approach now allows us to complete the
required technical product with the maximum efficiency and unmatched quality. The strength
of our approach is verified by our client list, and in turn those experiences allow us to offer a
very deep team to the City.
As L&E has not performed these services for the City before, we bring a fresh (but highly
experienced) perspective to the work. We are committed to providing the resources, including
the intimate involvement of senior members of the firm, to perform this assignment at the
highest quality possible. We are dedicated to being readily available and accessible to assure
your needs are met promptly and efficiently.
Superior quality professional service delivered to each client is our primary objective. The
person ultimately responsible for achievement of that goal for each client relationship is the
Project Director. The Project Director understands who the client is, their business needs and
their business objectives. It is the Project Director's responsibility to martial the various
resources within L&E to meet the client's needs. To ensure a more focused service delivery,
Cabe Chadick, Senior Vice President and Principal of L&E will coordinate our internal
activities, oversee the schedule of the engagements, review the deliverables, and maintain
efficient communication between L&E and City teams. Cabe is a qualified actuary with over
20 years of consulting experience, he has experience in managing projects of a similar scope
and nature of the proposed services. Mr. Chadick is a Fellow of the Society of Actuaries and
a Member of the American Academy of Actuaries.
Our proposed Project Manager and Lead Actuary, Yuri Nisenzon, will serve as a main dayto-day contact for this engagement and share internal management duties and responsibilities
for successful engagement with our Project Director. Yuri will be a primary person
responsible for managing this engagement. Yuri is a Qualified Pension and Health Actuary
with in-depth knowledge of the applicable GASB accounting rules and public system funding
approaches. He will serve as Lead Actuary, providing technical expertise and knowledge of
the statutory regulatory requirements during this engagement. Yuri will be responsible for day
to day communication with our City contact and Incumbent Actuary’s team, as required. His
clients have included the Centers for Medicare and Medicaid Services (CMS), NJ Department
of Banking and Insurance, New Jersey Transit, City of Baltimore, City of New York and the
United States Postal Service.
Yuri has a great past experience leading the actuarial studies, actuarial audit, conducting
experience study and actuarial assumptions review of major federal, state and local retirement
systems. For example, in 2002 Yuri played a key role in an audit and replication of the
valuation results for the Unites States Coast Guard Retirement System. In 2007 Yuri led the
team of actuaries that performed a complete replication and audit of the Federal Employees
Retirement System (FERS) and Civil Service Retirement System (CSRS). In 2008 Yuri
managed the team performing a duplicate valuation of the retiree medical benefits payable to
participants in the Federal Employees Health Benefit Program (FEHB). In 2008-2012 Yuri
led the actuarial team retained by the City of New York to conduct an actuarial audit of the
pension contributions and perform an experience study for all five Retirement Systems
Lewis & Ellis, Inc.  Actuaries & Consultants
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sponsored by the City of New York (NYCRS). As part of NYCRS audit, Mr. Nisenzon
reviewed all major economic and demographic actuarial assumptions for reasonableness, to
make sure they reflect actual experience and market conditions. After completion of the audit,
the team led by Mr. Nisenzon conducted the actuarial study included projection of the cash
contribution and funded status for all five New York City Retirement Systems that was used
by the City Office of Management and Budget to plan the projected part of the budget set for
pension funding purposes.
Yuri was a lead actuary and played key role in the development of ten years financial
turnaround plan for the City of Baltimore that involved the review, analysis and introduction
of the cost containment measures of the City’s Employee Retirement System (ERS) and
Elected Official Retirement System (EORS). Mr. Nisenzon led the actuarial team conducted
liability and funding study for the City of Lexington, KY Police & Fire Retirement Plan,
developed recommendation leading to funded ratio improvement and actuarially sound
funding approach.
Yuri was focusing on CalPERS funding situation for many years. During his tenure with
KPMG Yuri developed the model allowed to conduct efficient and effective replications of
CalPERS pension cost projections. The model can be customized to reflect the actual
experience of the cities, counties and other entities participating in CalPERS, allowing to
produce realistic and reliable projections. The model is a great tool to conduct “what-if”
scenarios to consider how the future funded status and contribution requirements will affected
by the potential changes in statutory assumptions made by CalPERS actuaries (for example,
changes in discount rates, mortality, retirement or turnover rates, future salary increases and
payroll growth). The model was successfully implemented to help a large city in the state of
CA to project the future pension cost for the plans sponsored, budgeting and planning.
Appendix B of our proposal includes a copy of the excerpts from final report of the study
conducted for another CalPERS member. Mr. Nisenzon will play a key role in this
engagement and will share personal responsibility for successful and timely completion with
our Project Director.
Mr. Nisenzon will be supported by a team of qualified actuaries and other support staff. Ms.
Bonnie Albritton, Vice President and Principal of L&E will serve as Quality Assurance and
Peer Review Actuary. Bonnie is a qualified actuary and has worked in the consulting industry
for 20 years. Bonnie Albritton is a Fellow of the Society of Actuaries, a Fellow of the
Conference of Consulting Actuaries and a Member of the American Academy of Actuaries.
Bonnie will review the interim work product and provide quality assurance services to ensure
the delivered reports meet the Actuarial Standards of Practice and comply with other
applicable standards. She will make sure our work meets the highest standards.
The other key members of our proposed team include Steve Bryson, FSA, MAAA, EA, Vice
President of L&E. Steve will serve as Senior Pension Actuary. Steve has over 40 years of
experience. He is an enrolled actuary and has extensive experience with both public and
private-sector employers and retirement systems.
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Brian Stentz, ASA, MAAA, Associate of L&E, will serve as Pension Actuary. Brian’s areas
of practice include working with public and private employers, assisting them with funding
requirements and FASB and GASB reporting for pension and post-retirement medical benefit
liabilities.
Cabe, Yuri, Bonnie, Steve and Brian are key members of our proposed team. There will be
no change of key personnel without prior written approval from the City. We are committed
to providing the resources, including the intimate involvement of senior members of the firm,
to perform this assignment at the highest quality possible. We will be readily available and
accessible to assure your needs are met promptly and efficiently. While selecting our proposed
team we were to make sure that every key team member will be readily available to work on
the project for the City during the engagement period. By submitting this proposal, we certify
that every key member of the team has time allocated to his (her) work schedule to work on
this engagement.
All actuaries practicing in the United States who issue statements of actuarial opinion are
required to obtain 30 hours of continuing education annually. L&E encourages actuaries to
seek high quality continuing education sessions and therefore covers in full, the cost for
actuaries to attend the Enrolled Actuary Meeting, held annually in Washington DC, or the
Conference of Consulting Actuaries Annual Meeting, held annually in the fall. L&E
maintains a continuing education program to support and encourage actuarial staff to continue
taking professional exams to become a Fellow (FSA) or Associate (ASA) member of the
Society of Actuaries, Member of American Academy of Actuaries (MAAA) or Enrolled
Actuary (EA).
The Table below includes our proposed actuarial team and specific responsibilities on the
project.
Name

Title

Yuri
Nisenzon
Cabe
Chadick

Years of
Experience
Assistant Vice President
25 years
and Consulting Actuary
Senior Vice President
27 years
and Principal

Bonnie
Albritton

Vice President and
Principal

20 years

Steve
Bryson
Brian
Stentz

Vice President and
Consultant
Assistant Vice President
& Consulting Actuary

40 years
15 years

Role
Lead Actuary and
Project Manager
Project Director and
Client Relationship
Manager
Quality assurance and
peer review
Senior Actuary
Senior Actuary
Pension valuation
manager

The complete bios of all key professionals are included in Appendix A
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III. References
Included the projects completed and led by our proposed lead actuary while with his prior employer

1.

2.

3.

Name of Agency:

City of Corona, CA

Contact Person:

Darrell Talbert, Darrell.Talbert@CoronaCA.gov

Title:

City Manager

Telephone Number:

951-903-9580

Type of Work:

Analysis of the City’s Pension, Budget Considerations

L&E Consultant:

Yuri Nisenzon

Name of Agency:

Clifton Larson Allen, LLC

Contact Person:

Marlon Perry, marlon.perry@claconnect.com

Title:

Contracting Officer

Telephone Number:

301-931-2050

Type of Work:

Actuarial Audit

L&E Consultant:

Bonnie Albritton; Steve Bryson

Name of Agency:

State of Ohio, Department of Administrative Services

Contact Person:

Greg Pawlack, gregory.pawlack@das.ohio.gov

Title:

Benefits Manager, Human Resources

Telephone Number:

615-466-6205

Type of Work:

GASB Actuarial Valuations

L&E Consultant:

Bonnie Albritton
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IV. Cost/Pricing Information
Pricing to be submitted per scope of services as requested

Our total not-to-exceed fee for providing actuarial services proposed and described under
Section I (Phase 1, 2 and 3) is equal to $27,000. This quote doesn’t include on-site visits to
present our results. As requested, below we provide the fees per every presentation we are
requested to attend (up to four). The fee per presentation includes related travel expenses.
Note that (if required) we will not be charging the City for presentations #3 and #4 (if
requested), the fee only includes estimated travel expenses.
The cost to attend first two presentations will be $3,000 per meeting ($6,000 total), assuming
there will be 2 (two) L&E consultants in attendance.
The cost to attend third and fourth presentations will be $1,500 per meeting ($3,000 total),
assuming there will be 2 (two) L&E consultants in attendance.
If desired by the City, we can conduct any presentation over the conference call: in this case
travel expenses will not be applicable. However, we do recognize the value of the live on-site
presentations given the importance of the project for the City’s financial health.
Any additional work requested by the City and not included into the proposed scope described
in Section I Phase 1, 2 and 3 performed by L&E, BB&K or PFM will be performed based on
hourly rates. The proposed hourly rates are:
L&E: $250 per hour
BB&K: Partner, $450; Associate, $300; Paralegal, $180
PFM: Managing Director - $350; Director - $325; Senior Managing Consultant - $300; Senior
Analyst – 250; and Analyst - $225
Note that BB&K and PFM hourly rates are estimations. If additional services and expertise is
required, BB&K and PFM will be negotiating with the City directly, so the final rate and
payment arrangements can be negotiated with them at the time.
Our rates will remain at the same level through the day when June 30, 2017 actuarial valuation
reports become available.
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Appendix A - Resumes
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CABE W. CHADICK, F.S.A., M.A.A.A.
Senior Vice President & Principal
Responsibilities and Experience



















Actuarial assistance to state insurance departments, regarding Effective Rate Review Program
establishment and review of submitted ACA and non-ACA rate filings
Expertise in providing guidance to establish laws, regulations, statutes, or bulletins to
comply with the ACA rate review requirements;
Development and pricing of A & H individual and group products;
Individual and group A & H re-rates and profit analysis;
Group Term Life pricing, profit analysis and conversion analysis;
Competitive benefit and rate studies;
Policy form (e.g. application, group policies & certificates, etc.) development;
Policy form and rate filings with state insurance departments;
State-specific certification of compliance with small employer A & H requirements;
Financial projections and forecasting;
Financial reporting: GAAP, statutory, tax and management information;
Managed care product and contract development, specializing in provider reimbursement;
Group underwriting policy and strategy development;
Actuarial assistance to state insurance departments and federal agencies;
A & H claim and contract reserves;
Gross premium valuation testing for deficiency reserves;
Development of non-insurance substitutes of insurance for financial & lending institutions;
Medicare Supplement and Medicare-risk work.

Education
Louisiana State University - B.A., Mathematics, Minor in Computer Science, 1991
Member, Phi Beta Kappa

Professional
Fellow, Society of Actuaries
Member, American Academy of Actuaries

Prior Positions
1993-1996, 1997-1998: Pan American Life, Second Vice President, Health Operations
1996-1997: Foster Higgins, Associate – Provider Group
1991-1993: The Travelers Companies, Actuarial Analyst
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BONNIE S. ALBRITTON, F.S.A., M.A.A.A.
Vice President & Principal
Responsibilities and Experience




















Development, pricing, profit analysis and re-rating of A&H individual and group products;
Actuarial analysis of self-funded group medical/dental plans;
GASB and FASB accounting liability reporting for post-retirement benefits;
Medicare Advantage and Medicare Part D work;
Medicare Part D Retiree Drug Subsidy attestations;
Actuarial audits of statutory and GAAP statements;
Actuarial assistance to state insurance departments;
Competitive benefit and rate studies;
Group Term Life pricing, profit analysis and conversion analysis;
Financial reporting: GAAP, statutory, tax and management information;
Quarterly and Annual Statement preparations;
Financial projections and forecasting;
A & H claim and contract reserves;
Evaluation and assistance in A&H acquisitions;
Universal life reserve valuations on statutory, tax, and GAAP bases;
Policy form and rate filings with state insurance departments;
Policy form (e.g. application, group policies & certificates, etc.) development;
Illustration software testing;
Insurance systems conversions.

Education
University of Texas at Austin - B.A., Mathematics, 1996

Professional
Fellow, Society of Actuaries
Member, American Academy of Actuaries

Prior Positions
1994-1996, 2000-2003: United Teacher Associates Insurance Company, Actuary
1999-2000: TIAA-CREF, Actuarial Analyst
1996-1999: Bankers Life Insurance Company of New York, Actuarial Analyst
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STEVE BRYSON, F.S.A., F.C.A., M.A.A.A., E.A.
Consulting Actuary
Prior Positions
1986:
Mitchell & Hartmann, Sherman Oaks, California
1983-1984: Brian R. Demsey + Associates, Newport Beach, California
1972-1983: Pacific Mutual Life Insurance Company, Newport Beach, California;

Responsibilities and Experience
•
•
•
•
•
•
•
•
•
•
•
•

Medicare Advantage and PDP programs
Medicare Part D Retiree Drug Subsidy attestations
Actuarial audits of retirement and welfare systems, public and private
FASB and GASB accounting liability reporting for post-retirement benefits
Actuarial analysis of self-insured group medical/dental plans
Development, pricing and rerating of individual and group A & H products
Policy and rate filing with state insurance departments
State-specific certification of compliance with small employer A & H requirements
A & H claim and policy reserves
State-specific certification of compliance with small employer A & H requirements
Consultant to retirement plan sponsors, including design, amendment, funding and termination
services
Expert testimony

Education
University of California at Irvine,
B.A., Mathematics

Professional
Fellow, Society of Actuaries
Fellow, Conference of Consulting Actuaries
Member, American Academy of Actuaries
Enrolled Actuary

Service
Examination committee for the Enrolled Actuary exams, 1984-1986
Fellowship Admissions Course Committee, Society of Actuaries, 1991-1992
Annual Meeting Committee, Conference of Consulting Actuaries, 1999-2002
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BRIAN C. STENTZ, A.S.A., M.A.A.A.
Assistant Vice President & Consulting Actuary

Responsibilities and Experience












Actuarial assistance to state insurance departments, regarding Effective Rate Review Program
establishment and review of submitted ACA and non-ACA rate filings;
Development of rate review manuals and processes for state departments of insurance;
Development, pricing, and revision of rates for A & H individual and group products;
Individual and group A&H re-rates and profit analysis;
Financial reporting and projections: GAAP, statutory, and tax;
A & H claim and contract reserves;
Policy form and rate filings via SERFF and state-proprietary filings systems with state insurance
departments, regulatory compliance, and approval negotiations;
Competitive benefit and rate studies & research;
Actuarial audits of statutory and GAAP statements;
Actuarial audits for Pension Benefit Guarantee Corporation;
Actuarial liabilities and accounting disclosures for post-retirement welfare benefits under FASB
and GASB standards.

Education
Louisiana State University in Shreveport – B.S., Mathematics, 2005

Professional
Associate, Society of Actuaries
Member, American Academy of Actuaries

Speaking Engagements
Conference of Consulting Actuaries – March 2014
 Health Reform Meeting - “State Perspective on Rate Filing Reviews”
Society of Actuaries – December 2013
 “Medical IBNR” Webinar

Publications
Society of Actuaries
 Health Section
The ACA @ 5 An Actuarial Retrospective –August 2015
o “ACA Impact on Employers – The Road Ahead and the Road Behind”

Lewis & Ellis, Inc.  Actuaries & Consultants

FINANCE 026

05/02/2018

24

099

CalPERS Unfunded Accrued Liability: Projection and Evaluation of Funding Options

Appendix B – Excerpts from the Actuarial Study for
CalPERS participating agency
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City of Xxxxxx, CA
Analysis of the City’s Pension, OPEB
and employee healthcare obligations
and budget considerations
Presentation to City Council

December XX, 20XX
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Table of Contents
● Project Background
● Scope and Assumptions
● Benefit Plan Provisions and Observations
● Benefit Plan Cost
● Sensitivity Analysis
● City Alternatives
● Budget Projections
● Questions & Answers
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Project Background
● City of Xxxxxx has engaged KPMG to perform a review and analysis of its pension, Other
Postemployment benefits (OPEB, or retiree healthcare) and employee healthcare benefit
plans. The project included the following activities:
– Discuss current employee benefit plan provisions and observations

– Understand current employee benefit cost for all plans and employee groups
– Develop projections of employee benefit cost over 10 years
– Perform “what-if” analysis of employee benefit cost projections under alternative
sets of discount rate, asset return and other actuarial assumptions

– Discuss range of options available to the City to mitigate projected future budget
shortfalls
– Review budget projections for employee benefit costs under alternative scenarios
● Presenting today from YYYY:

– {Name}, FSA, EA, MAAA. {Title}
– Yuri Nisenzon, ASA, EA, MAAA. {Title}
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Scope and Assumptions
● Disclaimers
– KPMG was engaged by the City as an independent consultant. KPMG is not
performing, or intending to perform, any services that could be construed as public
policy advocacy or lobbying on behalf of the City.

– Unless mentioned otherwise, all projections and calculations presented in this
document are based on factual employee and plan information provided by the City,
as well as assumptions used by the City or their actuaries.
– Amounts shown in baseline cash flow projections are not guarantees or predictions
of future outcomes. They are representations of estimated outcomes under a set of
reasonable assumptions for the future. The use of other assumptions may lead to
different results.
– Assumptions used in sensitivity scenarios are meant to represent the impact of
adverse outcomes on the City’s budget and cash flows.
– Any alternatives available to the City discussed or illustrated in this document are
illustrations of actions that could be taken by the City to improve its projected budget
position, within a broader range of possible options, and are not recommendations.
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Scope and Assumptions
●

Scope of Benefits Considered
–

The following plans were considered in-scope for this analysis:
■

■

■
–

Defined Benefit Pension administered by CalPERS – 4 employee groups
•

Miscellaneous employees (Classic and PEPRA1)

•

Police employees (Classic and PEPRA1)

•

Fire Classic employees

•

Fire PEPRA1 employees

Active Medical Insurance Plan Allowance
•

Premium payment

•

Medical difference cash payment

•

Opt-out allowance

OPEB2: Postretirement Benefits for City retirees

The following plans were out-of-scope for this analysis:
■

PST3 Deferred Compensation Plan (retirement plan for part-time and seasonal employees)

■

Replacement Benefit Fund

■

Other benefits: Active Health Savings Account (HSA) contributions, Flexible Spending Plan, Deferred
Compensation Match, Uniform Allowance, Medicare (Part B and Part D), Workers’ Compensation and
other miscellaneous benefits.

1 California Public Employees’ Pension Reform Act of 2013
2 Other Post-Employment Benefits
3 Part-time / Seasonal / Temporary
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Scope and Assumptions
● The following information was used to develop cash flow projections
– Memorandum of Understanding (MOUs) describing benefits payable to employees
and retirees for each employee group
– City of Xxxxxx 10-year Budget Forecast, including projections of Pension, OPEB
and active healthcare benefit costs
– Census information including pay, unit, Tier, pension and OPEB coverage, benefit
election, and other information for each current employee and retiree
– Historical actuarial valuation reports through June 30, 2015 for all CalPERS pension
plans, as well as for OPEB plan
– Health Care premium rate sheets for 2015, 2016 and 2017
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Benefit Plan Provisions and Observations
Pension benefit provisions (CalPERS)

Benefit Formula

Years
Averaging

Employee
Contribution (% of
pay) 2,3

MISC – Classic 4

2.7% at 55

1 year

8%

MISC – PEPRA 5

2.0% at 62

3 years

5.75%

Police – Classic 4

3.0% at 50

1 year

9% plus 1.5%

Police – PEPRA 5

2.7% at 57

3 years

11.75%

Fire – Classic 4

3.0% at 50

1 year

9% plus 1.5%

Fire – PEPRA 5

2.7% at 57

3 years

12.25% plus 1.5%

Pay1

Group

1.
2.
3.
4.

5.

CalPERS pensionable compensation includes base pay and excludes bonuses and most overtime payments.
The employee contribution for PEPRA plans is the greater of 50% of the total normal cost or the current
contribution rate (as shown in the table above).
Police (Classic) and Fire (Classic and PEPRA) employees contribute an additional 1.5% of compensation towards
employer cost, beyond the CalPERS required employee contribution.
“Classic” employees are defined as employees hired before 1/1/2013, or employees hired on or after 1/1/2013
subject to reciprocity; or were members prior to the effective date and had a break in service less than six months.
“PEPRA” employees are defined as hired on or after 1/1/2013, who have never been a member of any public
retirement system prior to 1/1/2013, or who were members of any other public retirement system prior to 1/1/2013,
that were not subject to reciprocity; or were members prior to the effective date and had a break in service in
excess of six months unless previously employed by the City if they remained CalPERS members.
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Benefit Plan Provisions and Observations
● Observations on Pension benefit plan provisions
■ City of Xxxxxx Classic employees receive generous benefits. For example,
a 25-year safety employee would receive 75% of final salary for life,
beginning at age 50.

■ PEPRA employees have generally lower benefits (lower multiplier, higher
retirement age, longer pay averaging) and higher employee contributions
than Classic employees. Growth in PEPRA employee population is
expected to reduce ongoing pension costs for the City, but will only have a
minimal impact on the City’s legacy costs (unfunded liability).
■ Pension earnings for Classic employees are determined by the Highest
Single Year of Service. This could lead to “pension spiking”, or artificial
inflation of salary in final year of service leading to enhanced pension
benefits. This is somewhat mitigated by PERS audits of retirement benefits
for highly compensated employees.
● City’s current funding policy for pension plans is to contribute the minimum amount
required by CalPERS actuarial valuations.
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Benefit Plan Provisions and Observations
Active healthcare benefit provisions
Group

Benefit Formula

Tier I

Premium subsidy at 2nd highest Family rate.

Tier II

Premium subsidy at 2nd highest Family rate + Excess of
medical allowance over the premium payable as taxable
income or allocated to purchase additional benefits.

Tier III ― Misc &
Supervisors

Premium subsidy at lowest Family rate.

Tier III Fire and Tier III &
IV Police (< 5 YOS)

Premium subsidy at lowest Family rate. Tier III Fire is eligible
to receive medical allowance as taxable income.

Tier III Fire and Tier III &
IV Police (> 5 YOS)

Premium subsidy at 2nd highest Family rate. Tier III Fire is
eligible to receive medical allowance as taxable income.

1.
2.

3.

4.

Tier I participants are General Employees and Supervisors hired prior to January 1, 1999, Police Employees and Police Supervisors
hired prior to 1/1/2000. Fire Employees hired prior to 7/1/2000.
Tier II participants are General Employees and Supervisors hired 1/1/1999 – 12/31/2012. Police Employees and Police Supervisors
hired 1/1/2000 – 10/13/2007. Fire Employees hired 7/1/2000 – 12/31/2012 and hired after 1/1/2013 who qualified for Classic
employee designation. Excess medical allowance is capped to $950 annually for Tier II Police.
Tier III participants are General Employees and Supervisors hired after 1/1/2013. Police Employees and Police Supervisors hired
10/13/2007 – 12/31/2012 and hired after 1/1/2013 who qualified for Classic employee designation. Fire Employees hired after
1/1/2013 who do not qualify for Classic employee designation.
Tier IV are Police Employees and Police Supervisors hired after 1/1/2013 who do not qualify for Classic employee designation.
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Benefit Plan Provisions and Observations
Active healthcare Illustration 1:
● City Employee (Tier 2) and spouse / parent works for another employer
– Option 1: City Employee selects single coverage option
– Option 2: City Employee receives coverage through spouse / parent’s
employer (opt-out)

Monthly Payments

Option 1

Option 2

Health Premium

$601.40

N/A

Medical Difference

1,482.84

N/A

N/A

592.00

2,084.24

592.00

$25,010.88

$7,104.00

Opt-out
Total Cost (monthly)
Total Cost (annual)

Increased annual cost to the City: $17,906.88
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Benefit Plan Provisions and Observations
Active healthcare Illustration 2:
● Employee and Spouse are both Tier 2 employees
– Option 1: Employee and Spouse both select single coverage option
– Option 2: Employee selects Employee + 1 coverage

Monthly Payments

Option 1

Option 2

E’e

Spouse

Total

E’e

Spouse

Total

Health Premium

$601.40

$601.40

$1,202.80

$1,202.80

N/A

$1,202.80

Medical Difference

1,482.84

1,482.84

2,965.68

$881.44

N/A

881.44

N/A

N/A

N/A

N/A

N/A

N/A

2,084.24

2,084.24

4,168.48

$2,084.24

N/A

2,084.24

$25,010.88

$25,010.88

$50,021.76

$25,010.88

$0

$25,010.88

Opt-out
Total Cost (monthly)
Total Cost (annual)

Increased annual cost to the City: $25,010.88
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Benefit Plan Provisions and Observations
● Observations on Active medical benefit plan provisions
■ City does not require contributions from employees to offset cost (unless they
exceed the maximum allowance)
■ Medical excess benefit for eligible employees is not capped. Having this benefit
uncapped creates an incentive to select a benefit that is more expensive to the
City (e.g. select lowest cost single benefit and obtain medical difference vs. optout and get coverage with spouse or parent)
■ 2nd Highest Family Medical Rate increased average of 10.3% over past 2 years;
Lowest Family rate increased average of 2.7% over past 2 years
■ The annual premium increase for Kaiser plan (the most prevalent election by the
City’s workers) was 1.7% over the last 2 years

■ The premiums for a few plans with low subscription increased significantly over
the past two years (PERS Care, PERS Choice)
■ About 11% of eligible employees opt-out of health benefits and received a cash
payment as taxable income; opt-out amount is not increased with inflation and
smaller than premium charged for the same type of coverage offered by PERS
■ Beginning from January 1, 2017 OptumRx will take over as Pharmacy Benefit
Manager for CalPERS members affecting all plans offered by the City except
Kaiser, may be affecting some drugs coverage and cost sharing
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Benefit Plan Provisions and Observations
Retiree healthcare (OPEB) benefit provisions

Group

Benefit Formula

Employee /
Retiree
Contribution

Tier IA

100% of medical premium / no cap
If management / confidential or elected official, receive an additional $1,500
If coverage waived, receive a $6,000 HSA contribution

N/A

Tier IB

Capped at the second highest CalPERS family rate
If management / confidential or elected official, receive an additional $1,500
If coverage waived, receive a $6,000 HSA contribution annually

N/A

CalPERS minimum employer contribution ($125/mo. for 2016)

N/A

Tier II-IV
1.

2.

Tier I participants are Misc. Employees, Elected Officials hired prior to January 1, 1999, Fire Employees hired prior
to July 1, 2000, Police Employees hired prior to January 1, 2000
a) Tier IA: Misc, Police, Elected Officials, retired prior to January 1, 2006, Fire Employees retired prior to
January 1, 2005
b) Tier IB: Misc, Police, Elected Officials, retired on or after January 1, 2006, Fire Employees retired on or after
January 1, 2005
Tier II-IV participants are Misc. Employees and elected officials hired on or after January 1, 1999, Fire Employees
hired on or after July 1, 2000, Police Employees hired on or after January 1, 2000.
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Benefit Plan Provisions and Observations
● Observations on OPEB benefit plan provisions
■ Tier IA health insurance cost is not capped. In addition, Tier I retirees do
not contribute to the cost of the Plan. Tier I OPEB healthcare
reimbursements consist of approximately 97% of total OPEB costs for the
City.
■ Tiers II - IV only eligible for Base Contribution Rate ($125 per month for FY
2016).
■ The same monthly premiums are charged for active employees and preMedicare retirees, which leads to cross-subsidies (part of active premium
used to pay for retiree claims).
■ The increasing cost of specialty drugs may materially affect future costs.
● City’s current funding policy for OPEB is to contribute 100% of the Annual Required
Contribution (ARC) from the actuarial valuations. The contribution is comprised from
pay-as-you-go benefit payments and contribution made to designated OPEB trust.
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Benefit Plan Cost
FYE17 estimated benefit plan cost per employee – Miscellaneous
FYE 2017 (estimated)

MISC Classic
$

Average PERS Pay per employee

% of pay

67,251

MISC PEPRA
$

% of pay

67,251

Ongoing Benefit Cost
Pension – Normal Cost (Total)
OPEB – Normal Cost
Active Healthcare Cost

Total – Ongoing Cost

12,708
2,360
18,569
33,637

18.9%
3.5%
27.6%
50.0%

7,529
583
11,969
20,080

11.2%
0.9%
17.8%
29.9%

28,579
11,476
40,055
73,692
(5,380)
0
68,312

42.5%
17.1%
59.6%
109.6%
-8.0%
0.0%
101.6%

0
0
0
20,080
(3,867)
0
16,213

0.0%
0.0%
0.0%
29.9%
-5.8%
0.0%
24.1%

Legacy Cost per employee
Pension – Unfunded Liability
OPEB – Unfunded Liability
Total – Legacy Cost
Total Benefit Cost

Employee Contribution - CalPERS
Employee Contributions - additional
Net Employer Benefit Cost
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Benefit Plan Cost
FYE17 estimated benefit plan cost per employee – Police
FYE 2017 (estimated)

Police Classic
$

Average PERS Pay per employee

% of pay

116,982

Police PEPRA
$

% of pay

116,982

Ongoing Benefit Cost
Pension – Normal Cost (Total)
OPEB – Normal Cost
Active Healthcare Cost
Total – Ongoing Cost

34,535
2,360
18,569
55,464

29.5%
2.0%
15.9%
47.4%

27,320
583
11,969
39,871

23.4%
0.5%
10.2%
34.1%

28,434
17,547
45,982
101,445
(10,528)
(1,755)
89,162

24.3%
15.0%
39.3%
86.7%
-9.0%
-1.5%
76.2%

0
0
0
39,871
(13,745)
0
26,126

0.0%
0.0%
0.0%
34.1%
-11.8%
0.0%
22.3%

Legacy Cost per employee

Pension – Unfunded Liability
OPEB – Unfunded Liability
Total – Legacy Cost
Total Benefit Cost
Employee Contribution - CalPERS
Employee Contributions - additional

Net Employer Benefit Cost
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Benefit Plan Cost
FYE17 estimated benefit plan cost per employee – Fire
FYE 2017 (estimated)

Fire Classic
$

Average PERS Pay per employee

% of pay

93,424

Fire PEPRA
$

% of pay

93,424

Ongoing Benefit Cost
Pension – Normal Cost (Total)
OPEB – Normal Cost
Active Healthcare Cost
Total – Ongoing Cost

28,242
2,360
18,569
49,171

30.2%
2.5%
19.9%
52.6%

23,422
583
11,969
35,974

25.1%
0.6%
12.8%
38.5%

16,146
14,565
30,711
79,882
(8,408)
(1,401)
70,072

17.3%
15.6%
32.9%
85.5%
-9.0%
-1.5%
75.0%

0
0
0
35,974
(11,444)
(1,401)
23,128

0.0%
0.0%
0.0%
38.5%
-12.3%
-1.5%
24.8%

Legacy Cost per employee

Pension – Unfunded Liability
OPEB – Unfunded Liability
Total – Legacy Cost
Total Benefit Cost
Employee Contribution - CalPERS
Employee Contributions - additional

Net Employer Benefit Cost

FINANCE 044

117 17

Benefit Plan Cost
● Assumptions used in cost projections:

Assumption

Adjusted Baseline

Sensitivity

Valuation Interest
Rate

Set equal to actuarial valuation assumption

Minus 1% in all years

Expected Asset
Returns

Updated for returns through FYE16. Set equal to
interest rate for future years.

5% return in all years from FYE17
Negative 20% return in FYE18

Health Care Trend
Rate

OPEB – equal to actuarial valuation
Active – 4% per City budget

OPEB valuation – plus 1% in all years
OPEB and Active experience – 8%
trend in all years

Payroll Growth

CalPERS assumes 3% in actuarial valuations. Model
was updated to reflect 0.5% year-over-year salary
increases per City budget.

1% COLA in FYE18

Turnover

5% turnover assumed (combination of termination and
retirement), consistent with City experience.

N/A

Population Growth

After filling in current vacancies, 0% headcount growth

N/A

Affordable Care Act
(ACA) Excise Tax

Assumes Excise Tax does not apply through FYE26

N/A

Medical Coverage

Assumes same elections as current population

N/A

Other assumptions

Same as actuarial valuation assumptions

N/A
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Benefit Plan Cost
● The following four slides present 10-year forecasts of pension, OPEB and active healthcare
benefit costs under baseline assumptions
● Baseline assumptions were adjusted from original Xxxxxx budget and actuarial assumptions
as follows:
– Match to CalPERS / actuarial valuation: updated projections to reflect best estimate
from the June 30, 2015 actuarial valuations. Note that CalPERS model assumed 3%
payroll growth.
– Adjust payroll to Xxxxxx census and fill vacancies: updated models to tie into Xxxxxx
budget payroll for FYE17. This includes the filling of currently open vacancies.
– Lower payroll growth (0.5%) in FYE18. This reflects a reduction from CalPERS
expected payroll growth of 3% to the City’s expectation of 0.5% year-over-year salary
increases.
– 5% turnover starting FYE18. CalPERS and actuarial projections assume no turnover.
Turnover has the effect of lowering payroll and benefit cost over time, as higher-cost
Tier I/II employees are being replaced by lower-cost Tier III/IV employees.
– Actual asset return FYE16. Actuarial projections assume 7.5% / 7.28% asset return for
Pension / OPEB in all years. These were updated for actual return through FYE16.

– Remove Excise tax FYE17. In original projections, treatment was inconsistent between
active healthcare (no excise tax) and OPEB (excise tax included) projections. Given
the likely direction of new administration, our baseline model removes the effect of
excise tax from the OPEB valuations.
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Benefit Plan Cost
● 10-year cost projection – Pension ($ thousands)
Expected PERS Payroll
Scenario
XXXXX Financial Forecast
Baseline: Match to CalPERS
Total Adjustments
Adjusted Baseline Projection
Misc. Payroll
Police Payroll
Classic Fire Payroll
PEPRA Fire Payroll

FYE16
n/a
53,101
0
53,101
25,968
17,277
9,466
390

FYE17
$ 56,259
54,694
1,565
56,259
27,102
18,600
8,960
1,597

FYE18
FYE19
FYE20
FYE21
FYE22
FYE23
FYE24
FYE25
FYE26
$ 56,534 $ 56,813 $ 57,093 $ 57,375 $ 57,648 $ 57,932 $ 58,218 $ 58,506 $ 58,794
56,335
58,025
59,766
61,559
63,405
65,307
67,267
69,285
71,363
(407)
(2,433)
(4,457)
(6,536)
(8,646) (10,784) (12,983) (15,210) (17,474)
55,928
55,592
55,309
55,023
54,759
54,523
54,284
54,075
53,889
26,886
26,668
26,478
26,286
26,092
25,928
25,761
25,625
25,488
18,536
18,470
18,404
18,336
18,294
18,251
18,208
18,163
18,145
8,609
8,254
7,996
7,734
7,470
7,203
6,933
6,661
6,385
1,897
2,199
2,431
2,666
2,902
3,141
3,382
3,626
3,872

Total Adjustments include:
Update 1 - Adjust payroll to Xxxxxx census and fill vacancies (FYE17)
Update 2 – Lower payroll growth (0.5% in FYE18)
Update 3 – 5% Turnover starting FYE18
Update 4 – 0% asset return FYE16
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Benefit Plan Cost
● 10-year cost projection – Pension ($ thousands)
Expected Employer Contribution (Total)
Scenario
FYE16
FYE17
XXXXX Financial Forecast
n/a
$ 21,619
Baseline: Match to CalPERS
20,329
21,067
Total Adjustments
0
457
Adjusted Baseline Projection
20,329
21,524
Misc. Employer Contribution
9,129
10,400
Police Employer Contribution
6,695
7,706
Classic Fire E'r Contribution
4,505
3,237
PEPRA Fire E'r Contribution
$
181
Expected Employer Contribution (% of Payroll)
Scenario
FYE16
FYE17
XXXXX Financial Forecast
n/a
38.43%
Baseline
38.28%
38.52%
Total Adjustments
0.00%
-0.26%
Adjusted Baseline Projection
38.28%
38.26%
Misc. Employer Contribution %
35.15%
38.37%
Police Employer Contribution % 38.75%
41.43%
Classic Fire E'r Contribution %
47.59%
36.13%
PEPRA Fire E'r Contribution %
0.00%
11.33%

FYE18
FYE19
FYE20
$ 23,440 $ 25,789 $ 28,249
23,419
25,415
27,511
(127)
(82)
113
23,292
25,333
27,624
11,468
12,368
13,448
8,071
8,735
9,429
3,539
3,982
4,473
213
248
275
FYE18
41.46%
41.57%
0.08%
41.65%
42.65%
43.54%
41.11%
11.23%

FYE19
45.39%
43.80%
1.77%
45.57%
46.38%
47.29%
48.24%
11.28%

FYE20
49.48%
46.03%
3.91%
49.94%
50.79%
51.23%
55.94%
11.31%

FYE21
$ 29,923
28,795
333
29,128
14,150
9,922
4,753
302

FYE22
$ 31,598
30,054
580
30,634
14,899
10,345
5,061
330

FYE23
$ 32,951
30,960
855
31,815
15,503
10,684
5,270
358

FYE24
$ 33,731
31,890
546
32,436
15,863
10,856
5,332
385

FYE25
$ 34,534
31,063
235
31,298
14,455
11,034
5,396
413

FYE26
$ 35,360
31,173
(82)
31,091
13,966
11,221
5,463
441

FYE21
52.15%
46.78%
6.16%
52.94%
53.83%
54.11%
61.46%
11.33%

FYE22
54.81%
47.40%
8.54%
55.94%
57.10%
56.55%
67.75%
11.37%

FYE23
56.88%
47.41%
10.94%
58.35%
59.79%
58.54%
73.16%
11.40%

FYE24
57.94%
47.41%
12.34%
59.75%
61.58%
59.62%
76.91%
11.38%

FYE25
59.03%
44.83%
13.05%
57.88%
56.41%
60.75%
81.01%
11.39%

FYE26
60.14%
43.68%
14.01%
57.69%
54.79%
61.84%
85.56%
11.39%

Total Adjustments include:
Update 1 - Adjust payroll to Xxxxxx census and fill vacancies (FYE17)
Update 2 – Lower payroll growth (0.5% in FYE18)
Update 3 – 5% Turnover starting FYE18
Update 4 – 0% asset return FYE16
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Benefit Plan Cost
● 10-year cost projection – OPEB ($ thousands)
Total Expected ARC
Scenario
XXXXX Financial Forecast
Baseline
Total Adjustments
Adjusted Baseline Projection

FYE16
n/a
8,665
0
8,665

FYE17
8,929
8,929
70
8,999

FYE18 FYE19 FYE20 FYE21
9,214
9,491
9,775 10,069
9,200
9,480
9,768 10,065
(25)
(63)
(104)
(140)
9,175
9,417
9,664
9,925

FYE22
10,371
10,371
(180)
10,191

FYE23
10,682
10,686
(222)
10,464

FYE24
11,002
11,011
(260)
10,751

FYE25
11,332
11,346
(301)
11,045

FYE26
11,672
11,691
(344)
11,347

Total Expected ARC (% of Payroll)
Scenario
FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
XXXXX Financial Forecast
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
Baseline
16.32% 16.33% 16.33% 16.34% 16.34% 16.35% 16.36% 16.36% 16.37% 16.38% 16.38%
Total Adjustments
0.00% -0.33%
0.07%
0.60%
1.13%
1.69%
2.25%
2.83%
3.43%
4.05%
4.67%
Adjusted Baseline Projection
16.32% 16.00% 16.41% 16.94% 17.47% 18.04% 18.61% 19.19% 19.80% 20.43% 21.06%

Total Adjustments include:
Update 1 - Adjust payroll growth (0.5% in FYE18) and fill vacancies in FYE17
Update 2 – 5% Turnover starting FYE18
Update 3 – Actual asset return for FYE16
Update 4 – Remove excise tax at FYE17
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Benefit Plan Cost
● 10 -year cost projection – Active employee healthcare ($ thousands)
Baseline Projections ($ thousands)
City of XXXXX Financial Forecast
Baseline To Match Financial Forecast

FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
11,638 12,103 12,587 13,091 13,614 14,159 14,725 15,314 15,927 16,564
11,594 12,058 12,540 13,042 13,564 14,106 14,670 15,257 15,867 16,502

Adjusted Baseline Projection
Active Employee Health Care Cost
ACA Employee Health Care Cost
Medical Difference/Excess Cost
Employee Health Plan Opt-Out Cost
Employee Contributions
Vacant Positions Cost
Total Adjusted Baseline Projection
∆ From Baseline ($)
Adjusted Baseline Projection ∆

FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23
8,050
8,372
8,707
9,055
9,418
9,794 10,186
34
35
37
38
40
41
43
2,212
2,185
2,159
2,133
2,107
2,082
2,057
566
566
566
566
566
566
566
0
0
0
0
0
0
0
706
734
764
794
826
859
894
11,569 11,894 12,233 12,588 12,958 13,344 13,746
(26)
(164)
(307)
(454)
(606)
(763)
(924)
-0.2%
-1.4%
-2.4%
-3.5%
-4.5%
-5.4%
-6.3%

FYE24
10,594
45
2,032
566
0
929
14,167
(1,091)
-7.1%

FYE25
11,017
47
2,008
566
0
966
14,605
(1,263)
-8.0%

FYE26
11,458
49
1,984
566
0
1,005
15,062
(1,440)
-8.7%

Total Adjustments include:
Update 1 - Fill vacancies in FYE17
Update 2 – 5% Turnover starting FYE18
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Benefit Plan Cost
● Accounting Valuation for Pension Plans is performed under GASB 68 promulgations. Under GASB 68 all
state and local entities are required to record the net pension liability in the financial statement.
● Accounting Valuation for OPEB Plans is currently performed under GASB 45 promulgations. GASB 45 does
not require recording the OPEB liability on financial statements, it only requires disclosure of unfunded
liability in footnotes.
● GASB 75 will introduce a requirement to record OPEB liability in City financial statements effective FYE
2018.
● The table below shows excerpts from June 30, 2015 GASB actuarial valuations for the City pension (using
discount rate 7.5%) and OPEB plans (using discount rate 7.28%), and our estimate of an impact to GASB
liabilities due to changes in discount rates, assets and health care trend rates:
Pensions
(GASB 68)

OPEB
(GASB 45 / 75)

Actuarial Liability

$651,287,522

$126,756,944

Market Value of Assets

$448,481,828

$26,019,812

Unfunded liability

$202,805,694

$100,737,132

1% decrease in discount rate

$91,707,809

$12,992,587

1% loss on assets

$4,484,818

$260,198

N/A

$9,874,994

June 30, 2015

Increase in unfunded liability due to:

1% increase in health care trend rate
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Sensitivity Analysis
● The following three slides present sensitivity of 10-year cash flow forecasts of pension, OPEB and
active healthcare benefit costs under a variety of economic scenarios reflecting a range of adverse
outcomes. These are unique possibilities within a wide range of possible scenarios:
– 5% asset return beginning FYE17. Baseline projections assume 7.5% / 7.28% annual asset
return for pension / OPEB plans starting FYE17. This scenario illustrates the impact of lower
annual asset returns.
– -20% asset return in FYE18. This scenario illustrates the impact of one year with large
negative returns, which has occurred at least once every decade (usually associated with the
beginning of a recession). 7.5% / 7.28% annual asset return is assumed in all other years.
– 1% decrease in discount rate and asset return beginning FYE17. CalPERS has instituted a
“risk mitigation policy” which has a goal of reducing the discount rate to 6.5% in the long-term.
This scenario illustrates the impact of a 1% lower asset return and discount rate for both
pension and OPEB plans.

– +1% COLA increase in FYE18. This scenario examines the impact of a 1% Cost of Living
Adjustment (COLA) pay increase in FYE18 on PERS payroll and pension costs. The impact
of different COLA increases (example, 2%) could be determined from this impact by
multiplying the impact of a 1% COLA (in our example, times 2).
– +1% Healthcare trend assumption in FYE17. This scenario examines the impact of a 1%
increase in healthcare trend assumption in OPEB actuarial valuations. The City and their
actuaries would only change this assumption if it expected higher trend rates in the future.
– 8% actual healthcare trend beginning FYE17. This scenario examines the impact of a 8%
actual increase in healthcare premiums paid by the City, higher than baseline projections.
This scenario assumes no change in OPEB healthcare trend actuarial valuation assumption.
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Sensitivity Analysis
● 10-year Sensitivity Analysis – ($ thousands)
● Sensitivity: 5% asset return beginning FYE 17 (no change in discount rate)
Pension
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution (% of pay)
Increase in Employer Contribution ($) - Misc.
Increase in Employer Contribution ($) - Police
Increase in Employer Contribution ($) - Fire Classic
Increase in Employer Contribution ($) - Fire PEPRA

FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
181
561
1,162
2,006
3,119
4,318
5,611
0.00% 0.00% 0.00% 0.00% 0.33% 1.02% 2.13% 3.68% 5.75% 7.98% 10.42%
0
0
0
0

0
0
0
0

0
0
0
0

0
0
0
0

79
57
45
0

246
177
138
1

509
368
283
1

878
639
486
3

1,364
999
750
6

1,885
1,392
1,029
11

2,447
1,822
1,325
17

OPEB
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution (% of pay)

FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
0
0
0
0
0
0
0
0
0
0
0
52
113
185
268
364
474
599
744
910
0.00% 0.00% 0.09% 0.20% 0.33% 0.49% 0.66% 0.87% 1.10% 1.38% 1.69%

Aggregate Impact for Pension & OPEB
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution (% of pay)

FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
0
0
0
0
0
0
0
0
0
0
0
52
113
366
829
1,526
2,480
3,718
5,062 6,521
0.00% 0.00% 0.09% 0.20% 0.66%
1.51% 2.79% 4.55% 6.85% 9.36% 12.11%
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Sensitivity Analysis
● 10-year Sensitivity Analysis – ($ thousands)
● Sensitivity: -20% asset return in FYE18, 7.5% other years for pension and 7.28% other
years for OPEB (no change in discount rate)
Pension
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution (% of pay)
Increase in Employer Contribution ($) - Misc.
Increase in Employer Contribution ($) - Police
Increase in Employer Contribution ($) - Fire Classic
Increase in Employer Contribution ($) - Fire PEPRA

FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
2,127 4,381
6,769
9,297 11,969 12,328
0.00% 0.00% 0.00% 0.00% 0.00% 3.86% 8.00% 12.42% 17.13% 22.13% 22.88%
0
0
0
0

0
0
0
0

0
0
0
0

0
0
0
0

0
0
0
0

931
678
515
3

1,917
1,397
1,061
7

2,962
2,158
1,639
11

4,068
2,963
2,251
14

5,237
3,815
2,898
19

5,394
3,930
2,985
19

OPEB
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution (% of pay)

FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
0
0
0
0
0
0
0
0
0
0
0
0
731
753
775
799
823
847
873
899
0.00% 0.00% 0.00% 1.31% 1.36% 1.41% 1.46% 1.51% 1.56% 1.61% 1.67%

Aggregate Impact for Pension & OPEB
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution (% of pay)

FYE16
0
0
0.00%

FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
0
0
0
0
0
0
0
0
0
0
731
753
2,902
5,180
7,592 10,144 12,842 13,227
0.00% 0.09% 1.31% 1.36% 5.27% 9.46% 13.93% 18.69% 23.74% 24.55%
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Sensitivity Analysis
● 10-year Sensitivity Analysis – ($ thousands)
● Sensitivity: 1% decrease in discount rate and asset return beginning FYE17
(6.5% Pension, 6.28% OPEB)
Pension
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution (% of pay)
Increase in Employer Contribution ($) - Misc.
Increase in Employer Contribution ($) - Police
Increase in Employer Contribution ($) - Fire Classic
Increase in Employer Contribution ($) - Fire PEPRA

FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
1,946
4,115 6,402
8,873 11,567 11,924 12,252
0.00% 0.00% 0.00% 0.00% 3.52% 7.48% 11.69% 16.28% 21.31% 22.05% 22.74%
0
0
0
0

0
0
0
0

0
0
0
0

0
0
0
0

673
727
543
3

1,663
1,442
1,004
6

2,702
2,198
1,492
10

3,825
3,012
2,023
13

5,047
3,898
2,605
17

5,249
3,983
2,674
18

5,419
4,076
2,739
18

OPEB
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution (% of pay)

FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
0
0
0
0
0
0
0
0
0
0
0
478
489
501
513
525
538
551
565
579
0.00% 0.00% 0.85% 0.88% 0.90% 0.93% 0.96% 0.99% 1.02% 1.04% 1.07%

Aggregate Impact for Pension & OPEB
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution (% of pay)

FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
0
0
0
0
0
0
0
0
0
0
0
478
489
2,447
4,629
6,927
9,411 12,118 12,489 12,831
0.00% 0.00% 0.85% 0.88% 4.42% 8.41% 12.65% 17.27% 22.33% 23.09% 23.81%
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Sensitivity Analysis
● 10-year Sensitivity Analysis – ($ thousands)
● Sensitivity: +1% COLA increase in FYE18
Pension
Increase in Payroll
Increase in Employer Contribution ($)
Increase in Employer Contribution ($) - Misc.
Increase in Employer Contribution ($) - Police
Increase in Employer Contribution ($) - Fire Classic
Increase in Employer Contribution ($) - Fire PEPRA

FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
0
0
556
553
550
547
545
543
540
538
536
0
0
79
76
75
126
180
238
299
363
371
0
0
0
0

0
0
0
0

25
35
17
2
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23
34
16
2

23
34
16
3

42
53
29
3

62
73
42
4

84
94
56
4

106
116
71
4

131
140
87
5
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133
143
89
5

Sensitivity Analysis
● 10-year Sensitivity Analysis – ($ thousands)
● Sensitivity: +1% healthcare trend actuarial assumption beginning in FYE17
OPEB
FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
Increase in Employer Contribution ($)
0
0
925
950
975 1,002 1,030 1,058 1,087 1,118 1,149
Increase in Employer Contribution (% of pay) 0.00% 0.00% 1.65% 1.71% 1.76% 1.82% 1.88% 1.94% 2.00% 2.07% 2.13%
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Sensitivity Analysis
● 10-year Sensitivity Analysis – ($ thousands)
● Sensitivity: 8% actual healthcare trend beginning in FYE17 (no change in actuarial
assumption)
OPEB
FYE16 FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
Increase in Employer Contribution ($)
0
0
505
634
837 1,128 1,524 2,044 2,717 3,477 4,309
Increase in Employer Contribution (% of pay) 0.00% 0.00% 0.90% 1.14% 1.51% 2.05% 2.78% 3.75% 5.01% 6.43% 8.00%
Sensitivity 1 - 8% Trend

Active Employee Health Care Cost
ACA Employee Health Care Cost
Medical Difference/Excess Cost
Employee Health Plan Opt-Out Cost
Employee Contributions
Vacant Positions Cost
Total Sensitivity 1 To Adj. Baseline Proj.
∆ From Adjusted Baseline - Sensitivity 1 ($)
∆ From Adjusted Baseline - Sensitivity 1 (%)

FYE17 FYE18 FYE19 FYE20 FYE21 FYE22 FYE23 FYE24 FYE25 FYE26
8,360
9,029
9,751 10,531 11,374 12,283 13,266 14,327 15,474 16,711
34
37
40
43
46
50
54
58
63
68
2,297
2,356
2,418
2,481
2,545
2,611
2,679
2,749
2,820
2,894
566
566
566
566
566
566
566
566
566
566
0
0
0
0
0
0
0
0
0
0
733
792
855
924
998
1,077
1,164
1,257
1,357
1,466
11,990 12,780 13,630 14,545 15,529 16,589 17,729 18,958 20,281 21,706
422
887
1,397
1,957
2,572
3,245
3,983
4,791
5,676
6,644
3.6%
7.5% 11.4% 15.5% 19.8% 24.3% 29.0% 33.8% 38.9% 44.1%
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City Alternatives – Pension Plans
● Due to a generally aging population, improved post-retirement longevity, and conservative
investment policies adopted by CalPERS the pension costs are likely to continue increasing
as a percentage of pay, with increased annual volatility going forward
● Participation in CalPERS limits the available options to mitigate future cost increases in the
short-term. The process of termination from CalPERS participation would require an
immediate significant cash cost based on liability at termination (see next slide)
● The following table discusses some alternatives available to the City to mitigate pension cost
increases and volatility:
Alternative

Impact on City Benefit Cost

Introduction of a new benefit Tier for new hires – either to participate in a
less expensive defined benefit (outside CalPERS) or in a defined
contribution plan

May result in no immediate impact or even short-term
cost increase, but will provide gradually increased longterm cost savings

Increase employee contribution to pay a portion of the City’s employer
cost

Will have immediate but limited impact on the cost of the
plan

Prefunding CalPERS unfunded liability

Prefunding will help reduce the level of contributions in
the future, but may increase the risk of asset losses and
low CalPERS asset returns.

Contingency side fund

A side fund could be set up to mitigate some of the year
over year fluctuation in contribution requirements,
however would not reduce overall pension costs
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City Alternatives – Pension Plans
● The liability associated with termination of CalPERS participation is calculated using
much more conservative interest rate and mortality assumptions than the ongoing
actuarial liability calculations, causing a significant one-time charge for most
terminating employers.
– Ongoing actuarial liability is calculated assuming a 7.5% discount rate and
mortality rates that vary by age and gender.
– Termination liability is calculated using the interest rate on risk-free securities
(significantly lower than 7.5% - currently ranging between 2% and 3.25%) and
has a 7% mortality contingency load to account for unforeseen mortality
improvements.
6/30/2015

UAL – valuation
Assumption

UAL – Termination
Assumption (at 3.25%)

CalPERS Termination
Charge

MISC

$113,765,363

$343,735,861

$229,970,498

Police

$67,952,480

$230,916,396

$162,963,916

Fire – Classic

$33,516,570

$144,083,650

$110,567,080

Fire – PEPRA

$2,994

$(864)

$(3,858)

Total – all plans

$215,237,407

$718,735,043

$503,497,636
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City Alternatives – Active Medical Benefits
● While the annual average medical premium increase was modest for Kaiser plans
(most popular choice) over the last two years, there were double-digit annual premium
increase rates for some other plans. The significant cost escalation for specialty drugs,
impact of ACA on healthcare cost increases, as well as general uncertainty about
future cost increases under our current political landscape are a few of the factors that
can impact the future projected medical program cost and make it more volatile than it
has been in recent years.
● To mitigate the risk and extent of potential cost increases, a few options may be
considered:
Alternative

Impact on City Benefit Cost

Introduction of active employee monthly contribution

Immediate impact on the cost of the plan, but
limited relief long-term

Hard dollar cap on amount of premium payment for all Tiers

Immediate impact on the cost of the plan, will
increase long-term

Limit or eliminate spousal benefit subsidies by setting premium payment as
the cost of single coverage

Immediate impact on the cost of the plan that
remains long-term

Limit the City’s payment by eliminating or capping the Medical Difference
benefit for eligible employees

Immediate but limited impact on the cost of the
plan

Consider medical benefit delivery using private healthcare exchange

Opportunity for long-term savings, pending
selection of the right exchange operator.
Limited (if any) impact short-term
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City Alternatives – OPEB plan
● The bulk of the OPEB cost is associated with Tier I retirees – a closed group.
However, due to potential escalation of specialty drug costs, impacts of ACA on
healthcare trend rate and increasing longevity, the cost of the OPEB program could
continue to increase going forward.
● To mitigate the potential increases and fluctuations in OPEB program costs, the
following options could be considered:
Alternative

Impact on city benefit cost

Introduction of retiree contributions

Immediate Impact on the total cost of OPEB
program, but limited relief over the long-term

Hard cap on amount of Tier I premium reimbursements, either
individual or in aggregate

Immediate impact on the total cost of OPEB
program, will be more substantial long-term,
gradual increase in Tier I retiree cost-sharing

Decrease or eliminate spousal subsidies by limiting the
premium reimbursement to the highest cost of single-employer
coverage under the plan

Immediate impact on the plan cost, short and longterm

Separating current retirees into a separate plan, providing
benefit coverage through private healthcare exchange, with
additional contributions to HRA account to subsidize the
premium amounts

Likely opportunity for long-term cost saving
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Budget Projections
● The following table shows the City of Xxxxxx original 10-year budget projection for the
General Fund
● Change in Fund Balance equals the difference between General Fund revenues and
expenses, and represents the decrease in General Fund reserves from one year to the
next
● All numbers in thousands
Description
Total Revenues
Expenditure Categories
PERSable Pay
Non PERSable Pay - variable
Non PERSable Pay - flat
Subtotal Current Employees - Salaries
Current Employees-Retirement Costs
Current Employees - Active Health
Retiree / OPEB
Other Employee Benefits
Subtotal Employee Benefits
Other Expenditures
Total Expenditures
Change in Fund Balance

FYE17
FYE18
FYE19
FYE20
FYE21
FYE22
FYE23
FYE24
FYE25
FYE26
$ 135,502 $ 137,482 $ 138,637 $ 138,493 $ 138,980 $ 141,322 $ 143,709 $ 146,143 $ 148,625 $ 151,155

(45,446)
(11,862)
(480)
(57,788)

(45,670)
(11,920)
(480)
(58,069)

(45,895)
(11,978)
(480)
(58,352)

(46,121)
(12,036)
(480)
(58,636)

(46,348)
(12,095)
(480)
(58,922)

(46,566)
(12,153)
(480)
(59,199)

(46,796)
(12,212)
(480)
(59,487)

(47,026)
(12,271)
(480)
(59,777)

(47,258)
(12,331)
(480)
(60,069)

(47,491)
(12,391)
(480)
(60,362)

(17,440)
(8,829)
(6,932)
(6,256)
(39,457)

(18,905)
(9,183)
(7,157)
(6,532)
(41,776)

(20,828)
(9,550)
(7,372)
(6,950)
(44,700)

(22,842)
(9,932)
(7,592)
(7,369)
(47,735)

(24,218)
(10,329)
(7,821)
(7,489)
(49,857)

(25,578)
(10,742)
(8,055)
(7,605)
(51,980)

(26,671)
(11,172)
(8,297)
(7,732)
(53,872)

(27,290)
(11,619)
(8,545)
(7,862)
(55,316)

(27,927)
(12,084)
(8,802)
(7,996)
(56,808)

(28,582)
(12,567)
(9,066)
(8,133)
(58,348)

(42,394)

(42,313)

(43,010)

(42,711)

(43,428)

(44,170)

(44,927)

(45,699)

(46,487)

(47,290)

(146,062) (149,082) (152,207)

(155,349)

(139,639) (142,158)

(158,286) (160,793) (163,364) (166,000)

$ (4,136) $ (4,677) $ (7,425) $ (10,590) $ (13,227) $ (14,027) $ (14,577) $ (14,650) $ (14,739) $ (14,845)
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Budget Projections
● The following table shows the adjusted budget projection for the General Fund
● Adjustments are described in Slide 19 and include introduction of turnover, updates to
actuarial valuations for actual asset returns, and removal of ACA excise tax for OPEB
● All numbers in thousands
Description
Total Revenues
Expenditure Categories
PERSable Pay
Non PERSable Pay - variable
Non PERSable Pay - flat
Subtotal Current Employees - Salaries
Current Employees-Retirement Costs
Current Employees - Active Health
Retiree / OPEB
Other Employee Benefits
Subtotal Employee Benefits
Other Expenditures
Total Expenditures
Change in Fund Balance

FYE17
FYE18
FYE19
FYE20
FYE21
FYE22
FYE23
FYE24
FYE25
FYE26
$ 135,502 $ 137,482 $ 138,637 $ 138,493 $ 138,980 $ 141,322 $ 143,709 $ 146,143 $ 148,625 $ 151,155

(45,446)
(11,862)
(480)
(57,788)

(45,180)
(11,920)
(480)
(57,580)

(44,908)
(11,978)
(480)
(57,366)

(44,679)
(12,036)
(480)
(57,195)

(44,448)
(12,095)
(480)
(57,022)

(44,233)
(12,153)
(480)
(56,865)

(44,042)
(12,212)
(480)
(56,733)

(43,848)
(12,271)
(480)
(56,599)

(43,679)
(12,331)
(480)
(56,490)

(43,529)
(12,391)
(480)
(56,399)

(17,364)
(8,777)
(6,986)
(6,256)
(39,383)

(18,786)
(9,024)
(7,126)
(6,532)
(41,468)

(20,460)
(9,281)
(7,314)
(6,950)
(44,005)

(22,337)
(9,550)
(7,506)
(7,369)
(46,762)

(23,575)
(9,831)
(7,709)
(7,489)
(48,603)

(24,797)
(10,124)
(7,916)
(7,605)
(50,441)

(25,752)
(10,429)
(8,128)
(7,732)
(52,040)

(26,242)
(10,748)
(8,350)
(7,862)
(53,203)

(25,310)
(11,081)
(8,579)
(7,996)
(52,965)

(25,131)
(11,427)
(8,813)
(8,133)
(53,505)

(42,394)

(42,313)

(43,010)

(42,711)

(43,428)

(44,170)

(44,927)

(45,699)

(46,487)

(47,290)

(139,564)

(141,360)

(144,381)

(146,668)

(149,054)

(151,477)

(153,701)

(155,502)

(155,942)

(157,195)

$ (4,062) $ (3,879) $ (5,744) $ (8,175) $ (10,074) $ (10,155) $ (9,992) $ (9,359) $ (7,317) $ (6,040)
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Budget Projections
● The following table shows the change in fund balance under various sensitivity
scenarios described in Slide 25
FYE17

FYE18

FYE19

FYE20

FYE21

FYE22

FYE23

FYE24

FYE25

FYE26

Adjusted Baseline - Change in Fund Balance

$ (4,062) $ (3,879) $ (5,744) $ (8,175) $ (10,074) $ (10,155) $ (9,992) $ (9,359) $ (7,317) $ (6,040)

Sensitivity 1: 5% asset return
Increase in payroll expenditures
Increase in pension expenditures
Increase in OPEB and healthcare expenditures
Increase in expenditures - total
Change in Fund Balance

146
454
941
1,624
2,523
3,492
4,535
40
88
144
208
283
368
465
578
707
40
88
290
662
1,223
1,992
2,989
4,070
5,242
$ (4,062) $ (3,919) $ (5,832) $ (8,465) $ (10,736) $ (11,378) $ (11,984) $ (12,347) $ (11,387) $ (11,282)

Sensitivity 2: -20% asset return in 2018
Increase in payroll expenditures
Increase in pension expenditures
Increase in OPEB and healthcare expenditures
Increase in expenditures - total
Change in Fund Balance

1,721
3,546
5,479
7,522
9,679
9,965
568
585
602
621
639
658
678
698
568
585
2,323
4,167
6,118
8,180
10,357
10,663
$ (4,062) $ (3,879) $ (6,312) $ (8,760) $ (12,397) $ (14,322) $ (16,110) $ (17,538) $ (17,675) $ (16,703)

Sensitivity 3: 8% annual healthcare trend
Increase in payroll expenditures
Increase in pension expenditures
Increase in OPEB and healthcare expenditures
Increase in expenditures - total
Change in Fund Balance

320
1,065
1,552
2,135
2,827
3,646
4,610
5,745
7,007
8,387
320
1,065
1,552
2,135
2,827
3,646
4,610
5,745
7,007
8,387
$ (4,382) $ (4,944) $ (7,296) $ (10,310) $ (12,901) $ (13,801) $ (14,602) $ (15,104) $ (14,324) $ (14,427)
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Budget Projections
● The following table shows the change in fund balance under various sensitivity
scenarios described in Slide 25
FYE17

FYE18

FYE19

FYE20

FYE21

FYE22

FYE23

FYE24

FYE25

FYE26

Adjusted Baseline - Change in Fund Balance

$ (4,062) $ (3,879) $ (5,744) $ (8,175) $ (10,074) $ (10,155) $ (9,992) $ (9,359) $ (7,317) $ (6,040)

Sensitivity 4: 1% COLA in 2018
Increase in payroll expenditures
Increase in pension expenditures
Increase in OPEB and healthcare expenditures
Increase in expenditures - total
Change in Fund Balance

568
567
565
563
562
561
559
558
557
64
61
61
102
146
193
242
294
300
632
628
625
665
707
753
801
851
857
$ (4,062) $ (4,511) $ (6,372) $ (8,800) $ (10,739) $ (10,863) $ (10,746) $ (10,159) $ (8,169) $ (6,897)

Sensitivity 5: Combination of Sensitivities 1, 3 and 4
Increase in payroll expenditures
568
567
565
563
562
561
559
558
557
Increase in pension expenditures
64
61
207
556
1,086
1,816
2,765
3,785
4,835
Increase in OPEB and healthcare expenditures
320
1,105
1,640
2,279
3,035
3,928
4,978
6,211
7,585
9,094
Increase in expenditures - total
320
1,737
2,268
3,050
4,154
5,577
7,355
9,535
11,928
14,486
Change in Fund Balance
$ (4,382) $ (5,616) $ (8,012) $ (11,225) $ (14,228) $ (15,732) $ (17,347) $ (18,894) $ (19,245) $ (20,526)
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Budget Projections
● One cost control option is to increase employee contributions toward Pension and/or Healthcare
cost.
– A 1% increase in employee contribution for pension programs and monthly employee
contributions of $100/$200/$300 for Single/Couple/Family medical coverage under the
adjusted baseline scenario will result in an additional $451,000 and $1,532,000 contribution
for the Pension and Healthcare plans respectively for FYE18.
● The following table shows the impact of employee contributions on City budget for both the adjusted
baseline and combination of sensitivity scenarios described in the previous slide.
FYE17

FYE18

FYE19

FYE20

FYE21

FYE22

FYE23

FYE24

FYE25

FYE26

Adjusted Baseline
Change in Fund Balance - adjusted baseline
1% Increase in employee contribution - Pension
Increase in employee contribution - Healthcare
Increase in employee contribution - total
Change in Fund Balance - additional contributions

$ (4,062) $ (3,879) $ (5,744) $ (8,175) $ (10,074) $ (10,155) $ (9,992) $ (9,359) $ (7,317) $ (6,040)
451
449
447
445
443
441
439
437
436
1,532
1,532
1,532
1,532
1,532
1,532
1,532
1,532
1,532
1,983
1,981
1,979
1,977
1,975
1,973
1,971
1,969
1,967
(4,062)
(1,896)
(3,763)
(6,196)
(8,097)
(8,180)
(8,019)
(7,388)
(5,348)
(4,073)

Combination of Sensitivities 1, 3 and 4
Change in Fund Balance - combination of sensitivities
1% Increase in employee contribution - Pension
Increase in employee contribution - Healthcare
Increase in employee contribution - total
Change in Fund Balance - additional contributions

$ (4,382) $ (5,616) $ (8,012) $ (11,225) $ (14,228) $ (15,732) $ (17,347) $ (18,894) $ (19,245) $ (20,526)
456
454
451
449
447
445
443
441
440
1,532
1,532
1,532
1,532
1,532
1,532
1,532
1,532
1,532
1,988
1,985
1,983
1,981
1,978
1,976
1,975
1,973
1,971
(4,382)
(3,628)
(6,027)
(9,242) (12,247) (13,753) (15,370) (16,919) (17,273) (18,555)
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Questions and Answers

Thank you for your time !
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PACKAGE 2b ATTACHMENT

May 11, 2018
Anton Dahlerbruch
City Manager
City of Palos Verdes Estates
340 Palos Verdes Drive West
Palos Verdes Estates, CA 90274
Re:

CalPERS Analysis

Dear Mr. Dahlerbruch:
Bartel Associates would be pleased to provide the City of Palos Verdes Estates (“City”) actuarial
consulting services.
Background
The City participates in CalPERS, providing its Miscellaneous Classic employees the 2%@55 benefit
formula and PEPRA employees the 2%@62 benefit formula. Classic Safety employees receive the
3%@50 benefit formula and PEPRA Safety employees receive the 2.7%@57 benefit formula.
CalPERS Board has approved several changes which are still being phased into contribution rates. In
addition, the risk mitigation strategy is expected to lower investment risk and discount rates, resulting in
higher employer contribution rates gradually over the next 20 years or so.
We understand the City would like to understand the impact of all these on its projected CalPERS
contributions. Our analysis will provide City contribution rates over 30 years, based on current returns
and reflecting growth of the PEPRA population. We provide a volatility analysis showing the expected
impact on projected rates of probable variability of CalPERS investment returns.
In addition, the City would like an analysis of its options to reduce, mitigate, or better manage the budget
impact of projected increasing contributions. Our analysis will review the available options and model
results, including impact of variability of CalPERS investment returns.
Project Scope and Fees
Bartel Associates will project CalPERS contribution rates, including asset return sensitivity, for each
fiscal year through 2048/49 showing the combined impact of:
• CalPERS changes
• PEPRA,
• New amortization policy
• Lower expected investment returns over the next 10 years, and
• Investment return volatility
Results are shown separately for the Miscellaneous and Safety groups and also split by normal cost
rate and UAL payment
2. Provide background on CalPERS current position and limited historical data from the City’s plans
3. Discuss PEPRA cost sharing options for Classic employees and analyze impact of additional cost
sharing on projected employer contributions
1.

411 Borel Avenue, Suite 101  San Mateo, California 94402

main: 650/377-1600 FINANCE
fax: 650/345-8057
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4.
5.
6.
7.
8.
9.
10.

Review cost of leaving CalPERS system
Analyze impact on projected contributions and funded status of one-time or scheduled multiple
additional payments to CalPERS under 2 different options (long base and short base)
Analyze impact on combined funded status of one-time or scheduled multiple additional payments to
a supplemental pension trust
Analyze potential budget smoothing impact of one-time or scheduled multiple additional payments to
a supplemental pension trust
Includes one meeting City staff or Finance Advisory Committee (FAC) to discuss results and detailed
discussion document
Includes one presentation to the City Council
Optional:
• Review and analysis of the City’s OPEB benefits, including estimated projected cash flow
• Additional meetings with FAC or City Council

The following table summarizes the projects and fee estimates:
Project

Estimated Fees

Not To Exceed

Scope items #1 to #4 plus 2 meetings (scope items # 8 and #9):
CalPERS review and contribution projections
Scope items #5 to 7:
UAL mitigation options analysis and modeling
Optional OPEB analysis

$7,500

$8,500

$3,000

$4,000

$1,500

$2,500

Additional meetings (estimated per-meeting charge, including
preparation of limited additional meeting materials)

$1,000

$1,500

Please note:
 We will bill the City at the following 2018 hourly rates:
Partner (Redding)
$280
Assistant Vice President (Lin)
$250
Associate Actuary
$200
Senior Actuarial Analyst
$180
Actuarial Analyst
$150
 The above time is estimated and does not include time for:
• Formal Report. The project includes a discussion outline with significant detail plus a
customized Council presentation. These document is not meant to be a stand-alone
explanation of results.
• More than 2 meetings. Additional meetings may require additional work. We have included
limited additional preparation time in the per-meeting quote above, but new calculations or
modeling could increase the required time and will be billed at hourly rates.
 Hourly rates include provision for miscellaneous expenses. There will be no charges for travel or
other expenses.
Data
To complete our review, please provide:
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 Details of any City paid Employer Paid Member Contributions (EPMC) for Classic members. If

different by bargaining unit, please provide estimated PERSable pay by unit.
 Description of any other employee CalPERS cost sharing arrangements. If different by bargaining

unit, please provide estimated PERSable pay by unit.
 If the City issued any Pension Obligation Bonds (POBs), please provide us the debt service payments.

Timing
If you would like our results based on the current CalPERS actuarial valuation reports as of June 30,
2016, we could begin this project immediately. Meeting dates are usually set approximately 4-5 weeks
after we receive the actuarial information.
While we don’t expect any significant difference in the results, the City may prefer to have this analysis
based on the June 30, 2017 actuarial valuation reports, which are expected in August 2018. We will be
able to begin working after CalPERS published the full valuation reports for the risk pools. Likely this
would mean we could have an initial meeting in mid-September.
Please let us know if you have any questions about our proposal.
Sincerely,

Mary Elizabeth Redding, FSA
Vice President and Actuary
c

Bianca Lin, Bartel Associates, LLC

\\BARTCAFS01\Bartel_Associates\Clients\City of Palos Verdes Estates\Proposals\2018\BA PalosVerdesEstatesCi 2018-05-11 CalPERS Analysis fee letter.docx
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City of Palos Verdes
Pr opos al to Pr ov ide
Pen si on Ac tu ari al
Consu l ting Ser vi ces

Submitted by:
Marilyn K. Jones
Principal & Actuary
marilyn.jones@nyhart.com
Will Kane
Consulting Actuary
will.kane@nyhart.com
The Nyhart Company, Inc.
530 B Street, Suite 900
San Diego, CA 92101
(619) 239-0831
www.nyhart.com
May 18, 2018
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May 18, 2018

Transmitted Via Email

PRIVATE
Mr. Anton Dahlerbruch
City Manager
City of Palos Verdes Estates
340 Palos Verdes Drive West
Palos Verdes Estates, CA 90274
adahlerbruch@pvestates.org
Re: Proposal to Provide Pension Actuarial Consulting Services
Dear Mr. Dahlerbruch:
The San Diego Office of The Howard E. Nyhart Company, Incorporated (Nyhart) is pleased to submit our
proposal to provide pension actuarial consulting services to the City of Palos Verdes Estates (the “City). The
City is seeking an independent actuary to review and provide an assessment of the City’s current CalPERS
pension costs, long-term pension projections, methods of reducing and/or sustaining pension costs and
unfunded liability and other proactive strategies to ensure pension sustainability.
Nyhart is a professional actuarial, benefits and compensation consulting firm. Incorporated in Indiana and
headquartered in Indianapolis, IN. We have over 145 employees with offices in San Diego, Denver, Chicago,
Kansas City, Atlanta, St. Louis, Houston and New York. Our firm is an ESOP company. We are 100% employee
owned, a unique factor that makes the success of our clients personally important to every one of our
employee-owners. Since 1943, Nyhart has been providing actuarial consulting services with over 40 years of
experience in the public sector.
A dedicated team of professionals will be assigned to the City to ensure that all services and all deliverables
will be prepared within the timeframe required by the City and in accordance with our quality control
processes including the use of generally accepted actuarial procedures. We believe the benefits the City
would receive by selecting Nyhart for actuarial services include the following:
Experience. Nyhart has provided actuarial services to more than 600 defined benefit plans and more than
500 OPEB plans around the United States including over 175 cities, towns, and counties. Our San Diego office
has extensive experience working with plans in CalPERS and supplemental to CalPERS. We also work with
independent (non-CalPERS) stand alone retirement plans. Our work includes not only actuarial and consulting
services but full service administration services.
Dedicated Team. You and your colleagues will have direct access to a team of professionals who know the
specifics of all the pension and OPEB plan designs and are familiar with California retirement systems and
related laws. In addition, key personnel regularly work directly with governing bodies and committees.
Technology & Education. Nyhart invests in technology to ensure effective, timely service and administration.
From having the newest tools, to continually training our staff, we stay ahead of the issues so that we can
confidently handle or assist you with any benefit issues that arise.
Clarity and Transparency. We know our work products are used by many non-actuaries and therefore
intentionally design our reports to be clearer and less technical than our competition.
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Our competitive advantage over other actuarial firms is that we can provide high-end actuarial consulting at a
reasonable cost. We pride ourselves on our ability to communicate difficult subjects in layman’s terms. Most
of our clients would say that we do not sound like actuaries. We also believe we bring a high level of
technology to bear for our clients.
We look forward to possibly working with the City as your consulting pension actuary and thank you for the
opportunity to propose. If there are any questions regarding our proposal or qualifications please feel free to
contact us.
Sincerely,

Marilyn K. Jones
Principal & Actuary
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SECTION 1. A BOUT NYHART
Nyhart is an actuarial, benefits and compensation consulting firm that has been in business since 1943.
Incorporated in Indiana and headquartered in Indianapolis, IN, we have over 145 employees with offices in
San Diego, Denver, Chicago, Houston, Kansas City, Atlanta, St. Louis and New York City. Our firm is an ESOP
company. We are 100% employee owned, a unique factor that makes the success of our clients personally
important to every one of our employee-owners. We have no current plans to change the ownership
structure of our company. Nyhart currently employs 30 accredited actuaries. We have also been chosen a
“Best Places to Work” company annually since 2009.
Since 1943, Nyhart has been providing actuarial consulting services with over 40 years of experience in the
public sector. In addition to providing pension actuarial, consulting and administration service to clients
around the United States, Nyhart provides actuarial, consulting and administrative services for defined
contribution and both active and retiree health plans, consulting and administrative services for Flexible
Spending Accounts (FSA), Health Reimbursement Arrangements (HRA), Health Savings Accounts (HSA) and
COBRA, as well as human resource and compensation consulting to more than 2,000 clients in 48 states.
Lines of Business

Clients Nationwide

Defined Contribution Plans

760

Defined Benefit Plans

666

OPEB Plans

521

Other Lines of Business

173

All Lines of Business

2,120

Service Location and Contact Information
The primary office servicing the City will be our San Diego based office, formerly operating as The Epler
Company for over 40 years in California. The office specializes in providing actuarial, benefits and
compensation consulting services for both private and public sector clients throughout California and the
Western U.S. The San Diego office has 15 consultants and specialists. Their expertise includes measuring
retirement plan and retiree health plan liabilities, providing required accounting information under FASB and
GASB and consulting on the design and funding options for these plans. The primary contacts for the City will
be Will Kane and Marilyn Jones. Will, a Consulting Actuary, leads our pension actuarial consulting practice in
the San Diego office. Marilyn Jones, a Principal of the firm and Consulting Actuary will be a consulting
resource and provide peer review. Will and Marilyn’s contact information is as follows:
530 B. Street
Suite 900
San Diego, CA 92101-4404
Website: www.nyhart.com

Phone:
Direct:
Emails:

(619) 239-0831 (Office)
(619) 810-1698 (Will’s Direct)
(619) 810-1690 (Marilyn’s Direct)
will.kane@nyhart.com
marilyn.jones@nyhart.com

The headquarters for Nyhart is as follows;
8415 Allison Pointe Boulevard
Suite 300
Indianapolis, IN 46250
(317) 845-3500 / (800) 428-7106

Palos Verdes Estates Pension Actuarial Consulting Proposal.docx
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Related Technology and Security
Nyhart invests annually in technology to ensure effective, timely service and administration. From having the
newest tools, to responding to your needs, to continually training our administration, consulting and legal
staffs, we stay ahead of the issues so that we confidently can handle or assist you with any benefit issues that
arise. Our IT department is staffed with six full-time employees. Please note, our use of technology is a major
differentiator from our competition. Our fees are lower than our main competitors because of the automated
and efficient use of technology. Our modeling tools are designed to be interactive to speed up our response
time in meeting our client’s needs. Also, between our actuaries and IT staff, we can meet almost any
technology requirement of our clients.
Nyhart’s technology capabilities include the following:


Pension Plans: ProVal (the leading actuarial software in the industry), Lynchval and Relius software
programs are our main valuation programs. We use ProAdmin for our internal and online pension
administration clients. In addition, Nyhart has internally developed two proprietary interactive modeling
tools (Pension Financial Modeler and Pension Design Modeler) to assist our clients in managing their
pension plans.



OPEB Plans: Proval and Lynchval software program are our main valuation programs.



Health Care Benefits: We use HealthMAPS which is an actuarial and underwriting software program
used for health plan designs and rate setting. The software is leased from Towers Watson.

Nyhart’s data security process includes the following:


Client Connect: Individual census information is transferred to and from Nyhart using our secure website
and password protected data transfer system.



Password Protection Protocol: Our networks are password protected and require updated passwords
every six months



Secured Website: Nyhart has a secure data transfer website for receiving and sending confidential
personal information or HIPPA-protected data.

Disaster Recovery
We perform daily disk to disk backups with data stored in the Indianapolis data center and San Diego site,
replicated to our disaster recovery site located in our Atlanta office. We also have a 3rd party offsite tape
storage vault in Indianapolis. We have a predominantly virtualized environment with network and telecommunications redundancy and a high availability database environment for business continuity. We mirror
our network environment for all mission-critical business applications and functionality in our Atlanta data
center for disaster recovery with a RTO of approximately 6 hours. We perform a DR test annually for all
mission-critical systems, in addition to periodic targeted testing.
Insurance and Other Requirements
Our firm carries the appropriate business insurance coverage including professional/liability coverage and
legally required coverage such as workers compensation, disability and unemployment insurance. The City
can be added as additional insured.

Palos Verdes Estates Pension Actuarial Consulting Proposal.docx
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SECTION 2. STATEMENT OF QUALIFI CATIONS
It is our understanding that the City’s overall goal is to review and assess the current CalPERS pension costs,
long-term pension projections, methods of reducing and/or sustaining pension costs and unfunded liability
and other proactive strategies to ensure pension sustainability. We have outlined below brief summaries of
our ongoing experience working with both pension and OPEB plans.
Our proposed project team has worked with California and other clients on the funding and financing of their
pension plans. The team consists of four (4) credentialed actuaries and their specific CalPERS related
experience is outlined in Section 3. All consultants assigned to the project have experience working directly
with and presenting to governing bodies and would be available to present or testify at a City Council
meeting. To demonstrate our understanding of the City’s requested scope of service, we have outlined our
project approach and methodology in Section 5 and have provided references for whom we’ve provided
similar services in Section 4. Presentations/reports tend to be customized based on the client’s need and the
specific audience (e.g. finance committee, City Council).
Pension Related
Nyhart currently serves more than 600 defined benefit plans including 90 public plans. For most of our public
pension plans, we provide full retirement consulting services which means that in addition to providing
ongoing administration support (including partial and full online services) and actuarial valuation work; we
provide retirement plan design, funding and compliance consulting. As the retirement plan consultant, it is
our responsibility to keep our clients abreast of the changes in the regulatory and legal environment
impacting their plan as well as to keep them informed of marketplace trends. Having clients in 34 states
including California, we have experience with state retirement system provisions and keep abreast of changes
in each marketplace. We have on staff two ERISA attorneys who are available to assist in this process.
Ongoing, even if plan changes are not being made, we assist our clients with administrative and legally
required plan amendments including Letter of Determination filings and updates to SPDs.
Our role as the Plan actuary also includes assisting clients in compliance with the accounting requirements
for pension plans including the most recently issued GASB 67 and 68 for public sector plans. More recently,
we have been hired by clients participating in state retirement systems to assist with understanding the
valuations provided by the systems, auditing the results of the retirement systems, conducing experience
studies and designing alternative funding and financing arrangements.
OPEB Related
In total, Nyhart provides GASB actuarial and related consulting services to more than 500 clients around the
United States, including over 150 in California. Over one-third of our California based clients participate in the
CERBT or an alternative Section 115 trust. Nyhart has been consulting with clients in the area of assessing
OPEB liabilities since the issuance of the FASB 106 Exposure Draft in 1986, which required accounting for
postretirement health benefits by the private sector. Since the issuance of FASB 106, many public entities also
periodically evaluated their comparable liabilities to either comply with state and other requirements such as
California Assembly Bill 3141, to assess funding requirements or to measure the impact of benefit and cost
sharing changes to their retiree health plans. Since the issuance of the proposed Government Accounting
Standard Board (GASB) Statements No. 43 and 45 requirements in 2003, our firm has assisted public entities
with determining and managing their OPEB liabilities under GASB 43 and 45 and its recent amendments,
GASB 74 & 75.

Palos Verdes Estates Pension Actuarial Consulting Proposal.docx
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SECTION 3. PROJECT TEAM
We have assigned a team of full-time experienced professionals to work on the City’s account delivering the
requested actuarial services. Their roles and responsibilities are described below. The project team is one of
our strongest actuarial team with most team members having both pension and OPEB actuarial experience.
The team will be available to the extent necessary to complete the required assignments. Additional
resources will be utilized, if necessary, for the completion of the engagement. The roles and responsibilities of
the project team are as follows:

Team Member

Roles & Responsibilities

Will Kane

Consultant & Lead Actuary: Will is the proposed lead consultant & supervising
actuary who will ensure that the project objectives, deliverables and time
requirements are well defined & met. He will work directly with the project
team and the City to ensure and certify that analyses are consistent with the
project scope.

Marilyn Jones/
Nick Meggos

Peer Review & Consulting Actuaries: Both Marilyn and Nick will be responsible
for peer review of the pension related analysis and will be available as pension
& public plan related resources.

Luis Murillo

Luis will oversee the day to day actuarial analysis working closely with Will and
will manage the day-to-day project tasks for the engagement. Luis is supported
by a team of analysts.

Technical Resources

If needed, Jennifer Weikel will be available as a technical legal resource and Eric
Roberts as a technical investment advisory resource to the City.

Name

Role

Credentials*

Experience

Will Kane

Consulting Actuary

FSA, EA

+13 Years of Experience

Marilyn Jones

Peer Review /Consultant

ASA, EA, MAAA

+30 Years of Experience

Nick Meggos

Peer Review /Consultant

FCA, EA

+18 Years of Experience

Luis Murillo

Project Manager

ASA, MAAA

+10 Years of Experience

Consulting Actuary
Will Kane (619) 810-1698
Peer Review/Consultants
Marilyn Jones
(619) 810-1690
Nick Meggos
(618) 307-9090
Actuarial Manager
Luis Murillo
(619) 810-1686

Actuarial Analysts (619) 239-0831

Palos Verdes Estates Pension Actuarial Consulting Proposal.docx
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The qualifications for the key project team members and available resources are listed in their following
biographies:
Will Kane
Manager Pension Actuarial & Consulting Services

will.kane@nyhart.com

Will has over 13 years of actuarial and consulting experience working at a large international consulting firm.
Will is a consulting actuary in San Diego. He works with a broad variety of both private-sector and publicsector plan sponsors on retirement plan topics both tactical (e.g. valuation, administration, and assumption
setting) and strategic (e.g. plan design, de-risking, and funding strategy). Will is a Fellow of the Society of
Actuaries and an Enrolled Actuary. He received a B.A. in Math and Economics from the University California
Santa Barbara.
Marilyn K. Jones
Consulting Actuary

marilyn.jones@nyhart.com

Marilyn has over 30 years of actuarial experience in both the pension and healthcare areas. She has extensive
experience working with both private and public sector clients. Her role is to provide account management
and consulting for the pension and healthcare services provided to her clients.
Prior to joining The Nyhart Company, Marilyn managed the local healthcare actuarial practice of a large
international consulting firm and a pension practice at one of the Big Four accounting firms. Marilyn is an
active participant in several actuarial and employee benefits organizations. She is an Associate of the Society
of Actuaries, a Member of the American Academy of Actuaries, a Fellow of the Conference of Consulting
Actuaries and an Enrolled Actuary under the Employee Retirement Income Security Act (ERISA). Marilyn
received a B.S. and M.S. in Mathematics & Statistics from the University of Illinois.
Nick Meggos
Consulting Actuary

nick.meggos@nyhart.com

Nick Meggos is a lead consultant in Nyhart’s Actuarial Pension Plan Practice, who focuses on helping clients
with plan sustainability and employee retirement readiness. He has over 18 years of experience as an
actuary, which allows him to bring perspective and clarity to pension plan management for both public and
private plans. Nick uses his passion around the communication of actuarial concepts and results to elevate
Nyhart’s current client relationships and to provide leadership for Nyhart’s business development efforts.
Nick is a Fellow of the Conference of Consulting Actuaries and an Enrolled Actuary. He earned his bachelor’s
degree in mathematics and economics from Bradley University.
Luis Murillo
Manager, Actuarial Support Services

luis.murillo@nyhart.com

Luis has over 10 years of experience in the actuarial field and works as an actuarial consultant on retiree
medical and defined benefit valuations. Luis was graduated with a B.A. degree in Joint Mathematics and
Economics from the University of California, San Diego. He is an Associate in the Society of Actuaries, a
Member of the American Academy of Actuaries and is currently pursuing a Fellowship in the Society of
Actuaries.
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Jennifer Weikel, JD
Nyhart General Counsel

jennifer.weikel@nyhart.com

Jennifer Weikel is one of our in-house ERISA attorneys. Jennifer graduated with a B.S. in Finance from Indiana
University, Bloomington. She also earned her J.D. from Indiana University School of Law – Indianapolis. Prior
to joining Nyhart, Ms. Weikel spent over ten years as a plan consultant in the retirement services division of a
national insurance company and two years working for an international accounting firm. She has over 16
years of experience in the benefits field.
Eric Roberts
Retirement Advisor

eric.roberts@nyhart.com

A consultant specializing in Retirement and Financial Education, 401(k), Fiduciary Liability, Investment
Strategy, and Retirement Plan Design, Eric Roberts serves a variety of roles for Nyhart’s clients and leads the
firm’s education services and fiduciary team. Eric held a wide range of financial investment roles prior to
joining Nyhart in 2006. He was a financial adviser for Merrill Lynch and Salomon Smith Barney, as well as
owning his own broker-dealer and RIA firm. Eric’s qualifications and certifications include Accredited
Retirement Plan Consultant through The Society of Professional Asset-Managers and Record-keepers, Series
63 and 65 designations, and is an Accredited Investment Fiduciary® (AIF®) through the Center for Fiduciary
Studies. Eric has a B.S. in Finance and Business Administration from Indiana State University and an M.B.A.,
Business Administration from Butler University.
Certification / Education / Training
In addition to participation in related professional organizations, all professional staff are required to annually
meet continuing education requirements. All of our employees that deal with our clients are required to have
or be working towards a certification. We use ASPPA (American Society of Pension Professionals & Actuaries)
to train and keep our employees up-to-date by the continued taking of exams to earn their designations. In
addition, we provide internal training sessions to help our new professionals grow in their career that cover
detailed actuarial topics to consulting skills. For our credentialed actuaries, we also provide monthly training
sessions sponsored by the Conference of Consulting Actuaries and attendance at an annual conference. Our
investment in this national training ensures that our actuaries are in touch with the latest trends, thinking,
etc. Our commitment to training is demonstrated by our participation in the coordinating and presenting at
the annual conferences sponsored by the Conference of Consulting Actuaries and the Society of Actuaries.
We also participate in California-based organizations such as the CSMFO and CalCPA.
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SECTION 4. REFERENCES /RECENT PR OJECT HISTORY
We have included below references for whom we have performed related services as those requested by the
City. Additional references are available upon request.
San Dieguito Water District
Scope of Work:

Contact:

SANDAG
Scope of Work:

Contact:

Santa Fe Irrigation District
Scope of Work:

Contact:

City of Riverside
Scope of Work:
Contact:

Ongoing biennial OPEB valuations and CERBT funding since 2011 through
City of Encinitas; CalPERS education, funding and financing analysis (2015 &
updated 2017), finance and City Council presentations (2015)
Mr. Bill O’Donnell
General Manager
160 Calle Magdalena
Encinitas, CA 92024
Phone: (760) 633-2849
Email: bodonnel@sdwd.org

Ongoing (since 2007) postretirement healthcare valuations including CERBT
funding analysis; flex plan consulting, and compensation consulting, special
CalPERS pension actuarial studies (2012) and consulting including CalPERS
funding and financing study (2015 & 2016), assistance with preparation and
Board Meeting attendance (2012 & 2016)
Ms. Melissa Coffelt
Human Resource Director
401 B Street, Suite 800
San Diego, CA 92101-4231
Phone: (619) 699-1955
Email: melissa.coffelt@sandag.org

Ongoing biennial OPEB valuations and CERBT funding since 2009, CalPERS
pension education, funding and financing analysis (2015), finance and Board
presentations (ongoing); GASB 68 CalPERS supplemental report
Ms. Jeanne Deaver
Administrative Manager
5920 Linea Del Cielo
Rancho Santa Fe, CA 92067
Phone: (858) 756-5970
Email: jdeaver@sfidwater.org

Ongoing biennial OPEB valuations and trust funding since 2011; review of
City staff projected CalPERS pension contributions (2017)
Mr. Edward Enriquez
Controller
3900 Main Street
Riverside, CA 92522
Phone: (951) 826-5972
Email: eenriquez@riversideca.gov
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Orange County Fire Authority
Scope of Work:
Contact:

Turlock Irrigation District
Scope of Work:

Contact:

City of Costa Mesa
Scope of Work:
Contact:

City of Newport Beach
Scope of Work:

Contact:

Biennial OPEB valuations, special studies and GASB 67/68 for Part-Time
Employee Pension Plan since 2012
Ms. Tricia Jakubiak, Treasurer
1 Fire Authority Road, Building C.
Irvine, CA 92602
Phone: (714) 573-6000
Email: tricia.jakubiak@ocfa.org

Over 25 years of ongoing pension actuarial (including GASB 67 & 68
compliance) and administration services including ad hoc plan design
studies and financial projections; annual presentation to retirement plan
committee; plan document restatements and amendments as necessary,
biennial OPEB valuations since 2007 including pre-funding & GASB 43 & 45
compliance
Mr. Jesse Kirschner
Finance Manager
P.O. Box 949
Turlock, California 95381
Phone: (209) 883-8222
Email: jikirschner@tid.org

Since 2010: Biennial OPEB valuations & Frozen Police Supplemental including
GASB compliance
Ms. Colleen O’Donoghue, Assistant Finance Director
77 Fair Drive
Costa Mesa, CA 92626
Phone: (714) 754-5219
Email: colleen.odonoghue@costamesaca.gov

Biennial OPEB valuations & CERBT funding since 2012; GASB 75
implementation, Ad hoc pension consultant for pension related issues
including CalPERS and participation in multi-employer plan (LIUNA).
Ms. Susan Giangrande, Budget Manager
One Civic Center Drive
Newport Beach, CA 92660
Phone: (949) 644-3128
Email: sgiangrande@newportbeachca.gov
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SECTION 5. PROJECT APPROA CH/METHODOLOGY
Our Approach to the Client Relationship
An integral part of being the actuarial consultant to the City is the delivery of proactive consulting and
advisement on all matters that may affect the City. Our philosophy for providing actuarial consulting services
is based on our desire to be a value-added resource and trusted advisor to our clients. We believe this is
achieved by consistently performing requested services at a level that meets or exceeds the client’s
expectations by putting forth the extra effort to ensure the client’s satisfaction and by maintaining frequent
communication with our clients. It is through this kind of relationship that excellent service becomes routine.
We prefer to interact with our clients as if we were part of their staff. We want or clients to call on us with
questions and requests. It tells us that we are doing the right things.
Pension & Actuarial Consulting Services
Our approach to providing the requested services will be highly collaborative with the City. We have outlined
below some of the major steps that we would follow to recommend financial and funding strategies for
decreasing the City’s unfunded pension liability and mitigating the risks to its funded status. Once we’ve
confirmed project scope, deliverables and timing, a project schedule can be provided to meet the City’s
required schedule. We believe that project management including a comprehensive understanding of the
City’s objectives and expected deliverable will lead to the best outcome for the City.


Initial meeting with the City to discuss engagement objectives/deliverables, confirm current funding
policy/principles, budget constraints and to discuss alternative approaches as well as relevant
assumptions and methods and projection/analysis techniques that will be used. In addition, any
education of the pension environment or additional research and legal or other related requirements will
be identified.



A preliminary list of data requirements and identification of related data providers provided on the next
page will be adjusted and reviewed with the City. A request for any needed information from CalPERS can
be made either directly by us or we can prepare a request for the City to send to CalPERS.



Once required data is received, it will be reviewed, reconciled and confirmed with the appropriate party.



After confirmation of data, assumptions and methods and specific direction from City, the required
projections/analysis will be performed subject to our peer review process.



In conjunction with our projections/analysis we will perform the following reviews and analysis:
o
o
o
o
o
o

o

Review current plans and the CalPERS and City’s current strategy for paying down the City’s related unfunded
pension liability.
Assess the current funded status of each plan for actuarial soundness.
Review and explain impact on the City pension contributions of CalPERS actuarial assumption changes in the past
four years including the discount rate changes and timing.
Develop options and examples of accelerated funding of the unfunded pension liability including the impact on
the annual budget and projected long term savings.
Analysis and discussion of other available strategies including creating a Supplemental Pension Trust and issuing
debt.
Analysis of the long term impact of eliminating 1% of the employer paid member contribution (EPMC). In
addition, analysis demonstrating what the City pays on behalf of the average employee and the impact of salary
adjustments.
Develop options and examples of accelerated funding of the unfunded pension liability including the impact on
the annual budget and projected long term savings.



Preliminary results will be reviewed with the City in a draft report or presentation format in a meeting
setting.



A final report and/or presentation will be provided or presented to the City.



Attend Finance Committee and/or Council Meetings as requested by the City.
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Methodology for Analysis
From our past experience with other clients, we have developed a projection model that can utilize the
information CalPERS will provide to participating agencies which includes back up detail of the amortization
bases of the most recently measured unfunded accrued liability (UAL). This allows us to study the impact of
different funding scenarios on the growth or payoff of the UAL. The model also can forecast the long term
impact of 2nd Tier and PEPRA formulas. The model makes adjustments to reflect whether the funding vehicle
will be excess payments to CalPERS or through a supplemental Section 115 trust. A similar tool is available for
any OPEB UAL. However, it is our understanding that the City does not have any OPEB only a fixed monthly
$275 payment to retirees toward medical if they have retired from the City after 20 years and only until they
reach Medicare age. A recent actuarial analysis for this benefit shows a long term $500,000 liability.
Deliverable
It is our understanding that the deliverable will be a report for the City to use for a presentation to its Finance
Advisory Committee (FAC) and City Council. The report would provide the following information:


Executive Summary



Background information on the City’s current retirement benefits and funded status of each plan



Factors impacting the sustainability of the City’s current benefits



Steps taken by CalPERS towards long term sustainability of the retirement system including a review of
recent changes yet to be implemented



Projected impact on the City assuming no changes are made



Summary of what other public agencies and municipalities have done



Possible changes the City can make and projected impact. The alternatives and projections will be realistic
reflecting the City expected budgetary position. Specific analysis will include:
o
o
o
o

The long term cost/benefit of using dollars in the City’s Reserve Fund for to make additional payments to PERS.
The long term impact of making a large 1 x payment towards the UAL (e.g., $1 million from Reserve) vs.
incremental extra payments (e.g., $100,000 annually).
The long term impact of eliminating 1% of the employer paid member contribution (EPMC). In addition, analysis
demonstrating what the City pays on behalf of the average employee and the impact of salary adjustments.
Other available strategies including creating a Supplemental Pension Trust, issuing debt, etc.

Information Required
Based on the background information provided by the City and our experience with similar projects, we have
outlined below a list of preliminary information that would be required for the project. This list would be
adjusted as appropriate after our initial meeting with the City to confirm objectives and deliverable.


Documentation of the City’s current strategies for funding and financing the CalPERS pension and any
related analysis.



Most recent CalPERS funding valuation and GASB 68 reports. The funding valuations will be available
online to us. It is our understanding that the City is interested in including the June 30, 2017 CalPERS
valuation in the study when it is released late summer or fall.



City specific detail will be requested from CalPERS. We can make this request on the City’s behalf after
approval given by the City to the City’s CalPERS actuary. Past requests have produced limited detail
(typically related to the Unfunded Actuarial Liability anticipated bases) but a broad request will be made.



A current census file with detailed demographic information on all current active participants.

The above information assumes the project will not include either a matching valuation or an updated
valuation be performed in conjunction with the project.
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SECTION 6. CALPERS EXPERIENCE
Through our actuarial work with public sector clients in California we are required to be knowledgeable with
the California Public Employees Retirement System (CalPERS) and the California Employees Retirement Law
including its amendments such as PEPRA. In addition to our ongoing actuarial, administration, compliance
and consulting to independent retirement systems in California, we provide ongoing actuarial and consulting
services to supplemental retirement plans that integrate with the pension benefits provided to employees
through CalPERS. We also provide consulting services to clients related to their participation in CalPERS. This
has included the following:


Providing education to Finance Committees and Boards regarding their recent and past CalPERS funding
valuation results including validation of their specific results.



Evaluating CalPERS funding and financing alternatives including presentation to governing bodies.



Providing individual employer GASB 68 reports for employers participating in the Miscellaneous and
Safety Risk Pools.



Providing consulting services related to expense estimates and allocation methods.



Providing GASB 68 reports for employers participating in the Miscellaneous and Safety Risk Pools.



Studying the short term and long term impact of implementing a new tier for future employees.



Studying the impact of changes to optional benefits under CalPERS (e.g. increasing/decreasing the COLI).



Assisting municipalities in determining OPEB and Pension liability for Redevelopment Agency employees.

All of the above work required our understanding of the plan provisions and assumptions and methods
underlying the CalPERS actuarial work. In addition, we have established relationships with the CalPERS
actuary involved in order to serve our clients. In addition, our evaluation and recommendations for OPEB
related funding and accounting require our understanding of the pension benefits provided to our clients’
employees. In some cases, PERL changes have impacted OPEB benefits. Sample clients for whom we have
recently been hired to perform one or more of the above pension related services include:
City of Costa Mesa
City of Delano
City of Laguna Beach
City of La Habra Heights
City of Lomita
City of Riverside
City of San Gabriel
County of San Benito
Desert Hospital
De Luz Community Services District
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Ford ORD Refuse Authority
Encina Wastewater Authority
Lakeside Water District
Montecito Union School District
Newhall County Water District
Novato Fire Protection District
Valley Center Municipal Water Dst.
Rowland Water District
San Diego Housing Commission
San Diego Regional Trans. Comm.
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SANDAG
San Elijo Joint Power Authority
Santa Fe Irrigation District
San Miguel Community Svc. District
Serrano Water District
Sunline Transit Agency
Templeton Community Svc. District
Turlock Irrigation District
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We also regularly consult with our clients regarding financing and funding of their OPEB benefits including
modification to their current OPEB plans and/or adding additional tiers. Sample clients for whom we have
recently performed OPEB related actuarial consulting services include:
Alpine Union School District
Alvord Unified School District
Atascadero Unified School Dist.
Beaumont Union School District
Birmingham Charter School
Bonita Fire Protection District
Bonsall Union School District
Borrego Springs USD
Cardiff School District
Cajon Valley USD
Carlsbad Unified School District
Center School District
Chino Basin Watermaster
Chula Vista Elementary SD
City of Arcadia
City of Alameda
City of Avalon
City of Bell Garden
City of Calexico
City of Carson
City of Claremont
City of Coronado
City of Costa Mesa
City of Cotati
City of Delano
City of Encinitas
City of Fillmore
City of Fontana
City of La Mesa
City of Lomita
City of Montebello
City of Monterey
City of National City
City of Newport Beach
City of Palm Desert
City of Pasadena
City of Redlands
City of Ridgecrest
City of Riverside
City of San Gabriel
City of Scottsdale
City of Upland
City of Yorba Linda
Coachella Valley Mosquito Vector
Control
Coast Community College Dist.
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Coronado Unified School Dist.
County of Lassen
County of Plumas
County of Salt Lake
County of San Benito
County of Shasta
County of Trinity
Cucamonga Valley Water Dist.
Del Mar Union School District
Downey Unified School District
Eastern Municipal Water District
East Valley Water District
Encina Wastewater Authority
Escondido Union School District
Fallbrook Unified HS District
Gavilan College
Grossmont Healthcare District
Grossmont UHSD
Helix Water District
Heritage Ranch CSD
Inland Empire Utilities Agency Imperial
County Office of Educ.
Indian Wells Valley Water Dist.
Julian Union School District
Jurupa Unified School District
Lake Elsinore USD
Lakeside Fire Protection District
Lakeside Union School District
La Puente Valley County Water District
Lemon Grove School District
Leucadia Wastewater District
Main San Gabriel Municipal Water
Metropolitan Transit System
MiraCosta Community College
Mojave Water Agency
Montebello Unified School Dist.
Moulton Niguel Water District
Mt. Diablo USD
Mountain Empire USD
Napa Valley CCD
National School District
North County Transit District
Novato Fire Protection District
Orange County Fire Authority
Orange County Transit Auth.
Otay Water District
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Oxnard Union High School District
Palisades Charter High School
Palmdale School District
Parlier Unified School District
Poway Unified School District
Raisin Elem. School District
Ramona Municipal Water Dist.
Rancho California Water District
Riverside County Office of Edu.
Romoland School District
Rowland Water District
Sacramento Public Library
San Diego County Office of Edu.
San Elijo JPA
San Diego County Water Auth.
San Dieguito Union School Dist.
San Jose Community College Dist.
San Luis Obispo County Office of Edu.
San Marcos Unified School Dist.
San Miguel Fire District
San Ramon Valley USD
San Ysidro Unified School Dist.
SANDAG
Santa Fe Irrigation District
Santee School District
Scotts Valley Water District
Simi Valley Unified School District
Solana Beach Unified School Dist.
Soquel Creek Water District
South Bay Union School District
SCAG
South Orange County College
South Orange County Wastewater
Turlock Irrigation District
Twenty-nine Palms Water District
University of San Diego
Valley Center Water District
Vallecitos Water District
Valley Center Municipal Water District
Vista Irrigation District
Vista Unified School District
Walnut Valley Water District
Whittier Trust
William S. Hart UHSD
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SECTION 7. COST PROPOSAL AND TIMING
At this time we are providing below estimated fees based on similar approaches with other clients and
expected analysis based on the scope of services outlined in the City’s request for a proposal. Once the scope
of services is refined we will adjust our fee estimates if we expect cost to be more than 10% of our estimate.
Actuarial Valuation Services

Estimated Fees

Initial kick off conference call/meeting to discuss project scope and objectives, timing
and data requirements. Prior to this call we will perform a preliminary review of the last
three (3) CalPERS actuarial funding valuations (June 30, 2014, June 30, 2015 and June 30,
2016).

$2,000 to $3,000

Review City’s June 30, 2017 Actuarial Valuation Reports when available from CalPERS and
develop baseline cost and funding projections based on status quo. The focus of the
analysis will be on the Classic plans.

$5,000 to $7,000

Interim kick off conference call or meeting to review baseline projections and to discuss
alternative scenarios for follow up analysis. During this call or meeting we will explain
the impact on the City pension contributions as a result of CalPERS actuarial assumption
changes in the past four years including the discount rate changes and timing.

$2,000 to $3,000

Develop alternative and examples for accelerating funding of unfunded pension
liabilities to include the calculation of annual budget impacts and long term savings. Our
initial analysis can include a wide range of possible funding alternatives including lump
sum payment amounts, scheduled payments and combinations confirmed with the City.
We will also include analysis related to the EPMC and average participant costs.

$12,000 to $14,000

Meeting with Financial Advisory Committee (FAC) to review preliminary analysis. At this
meeting we will review with the City our analysis including a range of funding
alternatives including the expected future payments, total payments, the impact on the
unfunded pension liability and issues for consideration for each alternative.

$2,500 to $3,500

Prepare and present report to FAC and City Council. The final deliverable will be a
PowerPoint report of our analysis customized to reflect the alternatives selected by the
City for final review.

$5,000 to $7,000

Total

$28,500 to $37,500

We have included in the above estimated fees an additional $1,000 if an on-site meeting is requested. The
applicable billing rates underlying our fee estimates and for additional services are listed below.
Assigned Personnel

Rate

Non-Travel Expenses

Senior Actuary/Consultant

$250 to $425

Included

Actuarial Manager/Consultant

$195 to $275

Included

Actuarial Associate

$150 to $225

Included

Actuarial Analysts/Benefit Analyst

$100 to $150

Included

Timing
We would begin work on the project once the actuarial valuation reports and requested information from
CalPERS is provided. The time frame for completion of the study would be 8 to 12 weeks from receipt of the
requested information depending on availability of City for conference calls and meetings.
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SECTION 8. D ISTINGUISHING FACTO RS
Nyhart has re-designed our services over the last 10 years to be able to compete with the multinational
actuarial firms at a lower cost point. As we have mentioned, a number of our actuaries cut their teeth
working with the Fortune 500 while working at Hewitt, Towers, Aon and Ernst & Young. We have utilized our
backgrounds and applied the same concepts and tools to a government and non-Fortune 500 client base. We
believe this means our clients receive high-end actuarial consulting at a reasonable cost.
We pride ourselves on our ability to communicate the most difficult subjects in layman’s terms. Most of our
clients would say that we do not sound at all like actuaries. We also believe we bring a high level of
technology to bear for our clients as reflected by our list of recent innovations to provide better, faster and
lower cost information for our clients. Below is some evidence of our innovation:
Innovations
Online Data Processing Tool: Online data center for requesting, collecting and preparation of the census
information. As census information is submitted, it will be immediately evaluated against a predetermined list
of data checks and compared with prior data. This tool is also used to collect other necessary documents
needed for the valuation and/or administration processes.
Pension Financial Manager (“PFM”): PFM is our pension cost modeler that provides current and projected
important financial information about the plan such as funded ratio, cash requirements, accounting expense
and balance sheet, and PBGC premiums. PFM can model different economic variables, funding strategies,
and plan termination scenarios on the fly. Knowing how important it is for plan sponsors to be focusing on
the future, we’ve built this extremely important tool so it is a by-product of the valuation and we now include
it as part of our annual valuation fee. While developed for pension, this modeler is used for projection of
OPEB funded ratios, future cash requirements, accounting expense and balance sheet.
Pension Design Manager (“PDM”): PDM is a design-modeling tool that Nyhart created to illustrate the benefit
value being delivered to current participants. It can demonstrate benefits from defined benefit, defined
contribution and social security. PDM can model different proposed plan provisions on the fly to determine
the impact on participants. This tool provides critical benefit information in a cost efficient manner.
Votaire (Holistic Financial Planning): Employees have many financial concerns. Yet only half work with
financial professionals. And even that half generally receives only investment advice (“accumulation”). This
means that retirement income (“de-accumulation”) and healthcare questions go largely unanswered. Nyhart,
through its holistic financial plan platform Votaire, aims to help. When it comes to retirement, employees ask:




Will I have enough to last my lifetime?
How much will I need each year considering major expenses such as vacations?
What should I do about healthcare? Which Medicare plan should I enroll in?

As actuaries, we have spent our careers answering these questions in the fact of uncertain life spans, volatile
market returns and ever-rising healthcare costs. Votaire lets us put that experience to use by providing
personalized strategies.
Communication: We know financial equations and charts can be rather daunting; that is why we put forth the
extra effort to summarize information in a way that is easier for our clients to follow. Our communication
approach is not just to give the minimum necessary information but to educate our clients as we explain
actuarial issues. Our communication approach and dynamic tools allow our clients to make effective
decisions regarding their pension plans. We consistently hear feedback from our clients that our
communication style is a key reason they love to work with us.
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Readiness Statements: Many participants are struggling to plan for retirement. To assist in this process, we
have developed Readiness Statements that consolidates information in an easy to understand format to
allow participants more effectively plan for retirement. The statement can consider retirement income from
several sources: defined benefit plans, defined contribution plans, retiree health plans, personal savings, and
social security. Some clients utilize a dynamic online version of these statements that allows participants to
model different retirement ages, contribution rates, and investment returns.
Annuity Placement Services: Seeing a need in the marketplace several years for annuity placement services,
we developed these services to help plan sponsors buy group annuities. Our services meet the requirements
of the Department of Labor safe harbor notice, involves up to 15 insurance companies to ensure competitive
bidding, and transparent fees. We do not take any commissions from the insurance companies.
Pension Risk: For all defined benefit plan sponsors pension risk is important to understand. By using PFM,
we are able to demonstrate the types of risks (interest rates, market returns, and mortality) and their impact
to plan sponsors. This is the first step in understanding what pension risk means for each plan sponsor. From
that point, it’s looking at strategies to help reduce pension risk. Nyhart can help you identify advantages of
implementing pension risk strategies and long-term implications. We also have the staff and tools to help
facilitate the implementation of these strategies. For example, if a plan chooses to utilize a lump sum window
to reduce risk we can handle participant calculations, communications, elections, and payment initiation.
Pension Administration Services: There are many ways that a pension plan can cover the administrative
needs for the plan. It can be covered entirely internally, with some assistance from the actuary, or it can be
completely outsourced. We have developed nyPAS, Nyhart’s pension administration solution with this in
mind. nyPAS can be used internally to process calculations and maintain data or used by Nyhart to provide
administration services. Nyhart can provide full outsourcing services which can cover all but a couple of tasks
that would still need to reside with the plan sponsor.
Management Reports: One example of the extra effort we put forth is the development of our management
summary report. Actuarial reports tend to contain so much detail that the key results get lost in translation.
At Nyhart, we avoid this issue by providing a management summary report that brings the most important
information to the forefront and allows our clients to more efficiently manage their plans. Management
summary reports generally include the key valuation results, cost projections, topics of interest for our clients,
and retirement plan trend information.
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BUDGET PROJECT ISSUE #:

3

DEPARTMENT:

Finance

TITLE OF ISSUE PAPER:

Fiscal Health Report

COST/REVENUE & FISCAL YEAR:

Expenditure: $1,200
Fiscal Year: 2018-2019

ESTIMATED COSTS:

One-time costs: $ 1,200
Annual on-going costs: $0

FUNDING SOURCE:

General Fund

DESCRIPTION:
The League of California Cities has produced a Fiscal Diagnostic (attached) to assist cities in the evaluation of
their fiscal health. Upon completion, it provides a compressive overview of a cities’ financial condition, and if
completed annually, it will illustrate trends and changes. The report is complicated and time-consuming to
complete. It is proposed that the City’s external auditor, who is very familiar with the City’s financial figures,
complete the diagnostic tool the first time it is completed. Thereafter, for future years, the City can assess
whether internal staff have the time to complete the diagnostic tool or the external auditor completes it
concurrent with their completion of the annual audit.
PUBLIC/ORGANIZATION BENEFIT:
The Fiscal Diagnostic will support the goals and work of the Finance Advisory Committee for long-term
financial planning, provide an opportunity to make comparisons with other cities that utilize the Fiscal
Diagnostic, and serve as an assessment of the City’s fiscal condition.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
3. Retain consultant in FY 2018-2010 or FY 2019-2020.
4. Do not retain consultant.
DEPARTMENTAL PRIORITY: #4

3
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BUDGET PROJECT ISSUE #:

4

DEPARTMENT:

Finance

TITLE OF ISSUE PAPER:

Budget Analyst Position

COST/REVENUE & FISCAL YEAR:

Expenditure: $95,000
Fiscal Year: 2018-2019

ESTIMATED COSTS:

One-time costs: $ 0
Annual on-going costs: $95,000

FUNDING SOURCE:

General Fund

DESCRIPTION:
The Finance Department has little, if any, discretionary time to support new requests for budget and financial
data. Mindful of the need to thoroughly evaluate a variety of fiscal issues, support the Finance Advisory
Committee, complete increasingly complex and time-consuming requests for public records, and complete longrange revenue and expenditure projections, a new position is necessary. The position will specifically address:
• Audit of Equipment Replacement Fund and inventory of assets.
• Review of Stable Fund and Sewer Fund.
• Evaluate and update the City’s Depreciation schedule.
• Develop and implement Performance and Program Budget.
• Conduct research, prepare reports, and complete evaluations (e.g., Police operating alternatives, service
delivery and Department service / cost alternatives, revenue enhancement alternatives, consultant reports).
• Fulfill public records requests and maintain/improve OpenGov application for making information
available.
• On an on-going basis (after initial completion of the external auditor), complete the Fiscal Diagnostic
report.
• Implement the replacement of the City’s accounting system.
• Develop a long term budget and fiscal projection.
PUBLIC/ORGANIZATION BENEFIT:
With the importance of the City’s financial position, existing revenue constraints, the role and interests of the
Finance Advisory Committee, and the value of more financial planning, a position is necessary. Based on the
description of tasks, the function is not viable for a consultant and at approximately $60.00/hour ($124,800
annually), the cost would also be more expensive than a staff person.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Hire a Budget and Audit Analyst in 2018-2019 or 2019-2020.
2. Do not hire a Budget and Audit Analyst.
3. Complete work on a project-by-project basis with one or more consultants.
DEPARTMENTAL PRIORITY: #5
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BUDGET PROJECT ISSUE #:
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DEPARTMENT:

Finance

TITLE OF ISSUE PAPER:

Replace Accounting System

COST/REVENUE & FISCAL YEAR:

Expenditure: $250,000
Fiscal Year: 2018-2019

ESTIMATED COSTS:

One-time costs: $250,000
Annual on-going costs: $7,000 (approximately)

FUNDING SOURCE:

General Fund or Equipment Replacement Fund

DESCRIPTION:
The City utilizes a software program called Pentamation. Pentamation seems to have been acquired and
installed by the City in the 1990s. At the time, it was not fully implemented. As such, only basic accounting
and Accounts Payable features were installed. Other modules were not implemented fully or at all; thus the
integration of payroll, personnel, purchasing, accounting, and budget did not occur, and updates to the system
have been limited. This caused the City to encounter FLSA challenges that have since been addressed through
implementing ADP for payroll. Other functions are performed manually and / or manually uploaded into
Pentamation. Complicating the use of Pentamation is the fact that program administrators are located on the
east coast; when local problems occur, the City must contend with a different time zone for receiving responses.
More contemporary functionality also includes reports and presentations that provide useful information for
decision makers and the public.
In 2018-2019, the server supporting Pentamation must be replaced (estimated to be $40,000). In January 2020
the operating system of the server hosting the Finance Plus application will reach end of life, continuing hosting
the main financial application on an unsupported server would be a huge security risk. Superion (Sungard) will
stop supporting the current version of the program in December 2018 (6 months away)
A new program is recommended. It will take a year to implement it. The process involves developing and
converting data, and running the new system simultaneous with the old system before cutting over to the new
system. The estimated annual cost includes system maintenance and service provided by the software company
and on-going training for staff provided by the software company.
PUBLIC/ORGANIZATION BENEFIT:
The benefit will be increased functionality, ease and efficiency of staff, improved reporting, and better access to
maintenance and problem resolution.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Budget for, and issue RFP to replace Accounting System effective July 1, 2019.
2. Do not proceed at this time and consider options through adoption of 2019-2020 budget.
DEPARTMENTAL PRIORITY: #1
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DEPARTMENT:

Finance (Information Technology)

TITLE OF ISSUE PAPER:
Password Synchronization between Active Directory and
Office 365 Tenant Account (email)
EXPENDITURE & FY:

$ 3,200

Fiscal Year: 2018-19

ESTIMATED COSTS:

One-time costs:
$ per year
Annual on-going costs:

FUNDING SOURCE:

General Fund

$3,200
N/A
N/A

Indicate here whether these funds are restricted and if so, what the restrictions are.
DESCRIPTION:
Enabling and configuring password synchronization between City’s Active Directory and City’s
Office 365 tenant account (email service),
PUBLIC/ORGANIZATION BENEFIT:
This initiative would streamline the password management process and eliminate the need for
the users to change their password in two places. A single password policy can then be
implemented, which will ensure that users change their password as indicated by the City’s
policy. Regular password change process and strong passwords are essential components of any
cyber security strategy.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Continue with the current state with computer login and email login using two separate
set of credentials
DEPARTMENTAL PRIORITY: 3
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DEPARTMENT:

Finance (Information Technology)

TITLE OF ISSUE PAPER:

Multi-Factor Authentication (MFA) for Office 365 (Email)

EXPENDITURE & FY:

$ 3,500

ESTIMATED COSTS:

One-time costs:
$ per year
Annual on-going costs:

FUNDING SOURCE:

General Fund

Fiscal Year: 2018-2019
$3,500
N/A
N/A

Indicate here whether these funds are restricted and if so, what the restrictions are.
DESCRIPTION:
Enable and configure Multi-Factor Authentication (MFA) for all email accounts in Office 365
PUBLIC/ORGANIZATION BENEFIT:
Implementing MFA is the single most cost and time effective option to improve security and
minimize the risk that an email account becomes compromised, MFA will require an additional
layer of authentication (in addition to the password), which can be deliver either via text message
or a phone call. Additionally when configuring an Outlook client or a mobile devices for email
use, a one-time use, super strong password will be used to secure the account.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Continue with the current state – no MFA enabled
2. Implement MFA only for City Staff with access to privileged information (delivered via
email)
DEPARTMENTAL PRIORITY: 1
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DEPARTMENT:

Finance (Information Technology)

TITLE OF ISSUE PAPER:

Annual Subscription to KnowBe4 (User Cyber Security
Awareness Training)

EXPENDITURE & FY:

$ 1,200

ESTIMATED COSTS:

One-time costs:
$ per year
Annual on-going costs:

FUNDING SOURCE:

General Fund

Fiscal Year: 2018-2019
N/A
$1,200
$1,200

Indicate here whether these funds are restricted and if so, what the restrictions are.
DESCRIPTION:
Licenses for KnowBe4, one of most popular integrated Security Awareness Training and
Simulated Phishing platform. Annual subscription for all employees and officials with access to
City-issued email account.
PUBLIC/ORGANIZATION BENEFIT:
In almost every organization, end users are the weakest link in the security chain. User training
has been proven to be the most efficient way to boost organizational security.
KnowBe4 Security Awareness Training specializes in making sure the employees understand the
mechanisms of spam, phishing, spear phishing, malware, ransomware and social engineering and
can apply this knowledge in their day-to-day job. The platform also provided information and
training materials, which can be assigned to employees in need of additional security training.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Approve the annual subscription
2. Do not approve the annual subscription
DEPARTMENTAL PRIORITY: 2
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DEPARTMENT:

CIP

TITLE OF ISSUE PAPER:

Farnham Martin and Roessler Fountains Upgrades

EXPENDITURE & FY:

$34,500 to 260,000

ESTIMATED COSTS:

One-time costs:
$ per year:
Annual on-going costs:

FUNDING SOURCE:

CIP

Farnham Martin Park Fountain:
Roessler Fountain:

$24,500 to $250,000
$10,000

Fiscal Year: 2018-2019
$34,500 to 260,000
N/A
N/A

DESCRIPTION:
Farnham Martin Park Fountain: The project is to shallow each basin of water connected to the
PVE Library fountain as the depth of the pool should be reduced to 18 inches or less in order to
not be classified as a swimming pool, which requires 48-inch high barriers. Further, the fountain
structure is antiquated and has existing structural issues from years of land movement (expansion
and contraction). Scope of work includes reconstructing the lower fountain basins to shallow the
pools along with associated replumbing, stripping off existing interior basin sealer on upper
fountain, bead blast stone on fountain, adjust equalizer pipes, waterproofing all basins, and seal
fountain stone. The project would also include repairs and adjustments to the existing PV stone
walks, stairs and terrace around to comply ADA-accessibility within consideration of exemptions
applicable to historic structures. Staff’s evaluation of the vault raises concerns regarding access,
confined space, and potentially compromised condition which may require reconstruction of
access point as well. Costs of complete fountain restoration are estimated at $75,000 to $125,000;
access vault in the range of $25,000; and plaza improvements in conjunction with fountain
restoration at up to $100,000; including design and engineering.
The fountain is inoperable without equipment repairs at a minimum.
Roessler Fountain: The project will renovate and upgrade the mechanical equipment for Roessler
Fountain and improve accessibility to the equipment for safe access to the equipment vault. The
project will also include re-installation of the waterfall faceplate and cleaning and sealing of the
basins without altering or changing the existing structure.
The fountain is inoperable without repairs.
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PUBLIC/ORGANIZATION BENEFIT:
Both fountains are “historical” features in the City. Farnham Martin Park fountain is prominent
in the Malaga Cove Plaza and provides a focal point of the City’s heritage founded on the with an
emphasis on preserving, protecting and enhancing the quality of life and natural assets that make
Palos Verdes Estates unique. Roessler Fountain is a memorial to the dedication and service of the
City’s “Father or the City” and first mayor, H.F.B. Roessler.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Defer project until FY 2019-20 or later.
2. For Farnham Martin Fountain, fund only isolated repairs to equipment to allow fountain to
function without additional evaluation and improvements to entire system. The estimate
cost for equipment repair only is $24,500; however, unknown issues due past water
intrusion/flooding may increase cost.
DEPARTMENTAL PRIORITY:

5
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DEPARTMENT:

CIP

TITLE OF ISSUE PAPER:

Lunada Bay Plaza Enhancements

EXPENDITURE & FY:

$150,000

ESTIMATED COSTS:

One-time costs:
$ per year:
Annual on-going costs:

FUNDING SOURCE:

CIP

Fiscal Year: 2018-2019
$150,000
N/A
N/A

DESCRIPTION:
Lunada Bay Plaza shopping district serves the community by providing access to boutique shops,
restaurants, a gas station, a pet shop, private offices, and a small park. The park, which supports
community events and summer concerts, lies tucked away at the southern end of the plaza. Lunada
Bay Plaza is in need of enhancements in order to promote local business and remain a vibrant
attraction for the community. Proposed improvements include reducing the broad swath of
pavement along Yarmouth Road by adding enhanced, landscaped pedestrian amenities in
conjunction with ADA-compliant accessibility upgrades, lighting and landscaping, parking
improvements and way finding signage. The Lunda Bay HOA has promoted these types of
improvements.
The $150,000 budget is based on past appropriations by City Council, and any proposed work
would be limited to this amount.
PUBLIC/ORGANIZATION BENEFIT:
Lunada Bay is one of two main commercial and gathering spots within the City. Upgrading the
plaza area will enhancing the quality of life and commercial viability of the area.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Defer project until after completion of the Civic Center Needs Analysis.
DEPARTMENTAL PRIORITY:

4
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DEPARTMENT:

CIP

TITLE OF ISSUE PAPER:

Paseo Del Sol Turnout

EXPENDITURE & FY:

$420,000

ESTIMATED COSTS:

One-time costs:
$ per year:
Annual on-going costs:

FUNDING SOURCE:

CIP

Fiscal Year: 2018-2019
$420,000
N/A
N/A

Funding would be from unappropriated CIP fund balance an Los Angeles County Parks Open
Space Grant:
CIP:
Grant:

$345,000
$75,000 (granted for subject project only). Grant funding shall be forfeited if the project
is not completed by June 30, 2019.

DESCRIPTION:
The proposed project provides for a vehicle turnaround placed approximately 40 feet past the
existing fire road and will include a 10-foot CMU retaining wall with spread footing on the upslope
of the fire road, tree and shrub removal, soil excavation and export, removal of existing AC
pavement, construction of AC pavement over base, installation of guardrail, and installation of a
new swing gate.
Approximately $42,000 has been spent to date for design, engineering and bidding costs. The
project was previously bid and a contract was awarded to Excel Paving in the amount of $253,872
in July 2016. Subsequently funding for the project was deferred and, at the request of the
contractor, the contract was cancelled by the City Council in November 2017.
The current estimated cost of $420,00 is based on the average of the bids received in July 2016,
which was $322,309; plus the addition of construction contingency and costs for additional
engineering to repackage the project for rebid and for construction administration and inspection.
PUBLIC/ORGANIZATION BENEFIT:
The street ends abruptly at the beginning of a gated fire road that is heavily used by the public for
hiking. Many vehicles use the driveway of the home located at 2035 Paseo Del Sol to make a
three-point turn, which presents a potential safety issue and inappropriate use of private property.
There has been concerns about the inability of service vehicles and emergency responders to turn
around at the easterly terminus.
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ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Discontinue the project and return the grant award to the County.
2. Explore alternative design using a soil-nail wall (previously estimated at a cost of
$210,000).
DEPARTMENTAL PRIORITY:

6
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BUDGET PROJECT ISSUE #:

4

DEPARTMENT:

CIP

TITLE OF ISSUE PAPER:

Server Room Upgrades

EXPENDITURE & FY:

$150,000

ESTIMATED COSTS:

One-time costs:
$ per year:
Annual on-going costs:

FUNDING SOURCE:

CIP

Fiscal Year: 2018-2019
$150,000
N/A
N/A

DESCRIPTION:
The server room houses important hardware essential to the operation of the City. The server room
is the City’s data center, housing the computer equipment, data storage devices and communication
equipment that supports the City’s essential services such as email, telephone, electronic data
storage, the 911 system, and connectivity to other law enforcement agencies.
The current server room is in a location that is severely misplaced and subjects the City's citywide
networking systems to excessive risk due to damage associated with waterline and sewer breaks
as the room is not separated from overhead building plumbing and potential ground water moisture
intrusion. Options to be considered would be to move the existing server room to the second floor
of City Hall, decreasing the risk of water intrusion and increasing the security and temperature
control. Locations on the second floor that would be considered would be the small conference
room in the PW/PVHA wing or in the existing vault, but this would require relocation of files or
digital archiving.
This issue will be addressed with the upcoming Civic Center Needs Assessment.
PUBLIC/ORGANIZATION BENEFIT:
An updated server room would provide for a secure environment for the City’s data center.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Provide interim protective measures at the current location. This would include removing
obsolete cabling and equipment and rearrange sever racks away from most critical failure
points, in conjunction with upcoming server replacement ($25,000 to $30,000).
2. Defer project until after completion of the Civic Center Needs Analysis.
DEPARTMENTAL PRIORITY:

2
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BUDGET PROJECT ISSUE #:

5

DEPARTMENT:

CIP

TITLE OF ISSUE PAPER:

Soll Park Renovations

EXPENDITURE & FY:

$50,000

ESTIMATED COSTS:

One-time costs:
$ per year:
Annual on-going costs:

FUNDING SOURCE:

CIP (Parklands Fund)

Fiscal Year: 2018-2019
$50,000
N/A
N/A

DESCRIPTION:
Soll Park is the 9th highest location for water use out of a total of 67 water meter locations. Soll
Park contains a large grass lawn that is in need of improvement. This can easily be done by
increasing the irrigation but that is not a responsible action in this drought. The established water
budget for this park doesn't allow for greener grass unless the square footage is reduced,
unnecessary sprinklers eliminated and/or installation of additional sprinklers to supplement the
poor irrigation design.
Staff proposes to reduce the grass area by shrinking the perimeter and also eliminating areas where
the grass was allowed to unintentionally spread. Removing grass in these areas will reduce the
total square feet of grass irrigated from 30,000 to 19,000 square feet.
In the process of renovation, mulch will be spread on all bare ground and any of the trees that need
trimming will be addressed. There are two small entrances, one on north and one on south side of
the park, which will be mulched.
On the Via Acalones side of the park, all grass that is between the curb and ground covers will be
removed and mulch installed. Mulching around the lawn and allowing the ground covers to spread
into the center of the park, increasing planter space and reduce lawn area without will not
compromise the existing design of the park. The end result will be a reduced lawn that will provide
for public use and enjoyment and a renovated park that will be more attractive.
The amount of work performed will be within the proposed funding appropriation.
These modifications have already been reviewed and approved by the Parklands Committee and
City Council (on July 26, 2016).
PUBLIC/ORGANIZATION BENEFIT:
Renovating the park will provide for water conservation, neighborhood beautification and a
“playground” for the residents of the area.
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ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Do not fund the project and maintain park in its current state.
DEPARTMENTAL PRIORITY:

1
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DEPARTMENT:

CIP

TITLE OF ISSUE PAPER:

Modifications to Council Chambers to allow for
Conversion to an Emergency Operation Center

EXPENDITURE & FY:

$ 47,000

ESTIMATED COSTS:

One-time costs:
$ per year:
Annual on-going costs:

FUNDING SOURCE:

CIP

Fiscal Year: 2018-2019
$47,000
N/A
N/A

Grant funding may be available from FEMA and CalOES to offset costs.
DESCRIPTION:
The City does not currently have a dedicated Emergency Operations Center (EOC) nor community
space that can be utilized as such. The City Council chambers can provide such a space if the
fixed pews were removed and portable seating be installed. The scope of work proposed to allow
the chambers to be converted to and EOC is to remove the existing wooden pews, purchase 100
stackable/gang chairs and folding tables; construct storage cabinets along rear wall for the tables
and supplies, install additional monitors and purchase other supplies such as dry erase boards.
Removal of the pews will leave a carpet with damage and holes; thus, the carpet is proposed to be
replaced as well along with painting of the walls.
See attached for a breakdown of proposed costs.
PUBLIC/ORGANIZATION BENEFIT:
Provides the City with a functional Emergency Operations Center and convertible community
space.
ALTERNATIVES TO PROCEEDING WITH THIS REQUEST:
1. Defer action until after completion of the Civic Center Needs Assessment
DEPARTMENTAL PRIORITY:

3
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Preliminary EOC Equipment Supply Needs

EQUIPMENT

QTY

COST

EOC Dry Erase
Command Board

1

$500

Removal of pews in
Council Chambers;
replace carpet and
paint

1

$12,300

Construct storage
cabinet on rear wall

1

$12,500

100

$150

10

$125

5

$2,400

Magnetic whiteboards

3

$350

Install additional
monitors
Wall maps of the City

2
2

$500
$500

Nesting Chairs
Adjustable Height
Folding Tables
w/castors
Re-establish analog
lines in chambers

Total

TOTAL
COST

RATIONALE

Command Board is a must for quick deployment
$500 of ICS positions.
Fixed pews do not allow for conversion of
Chambers to a functional space. Pews will be
removed and replaced with nesting chairs
allowing the Chambers to reconfigured for an
EOC operation with additional tables. This will
also allow for a functional community space.
May be able to recoup some of that with the
$12,300 resale of pews.
Currently supplies are stored in boxes under the
$12,500 pews. Storage for folding tables.
If Council Chambers get converted and removal
of pews, these chairs will function as community
seating for meetings/trainings and EOC set. Chair
seat folds for convenient horizontal nesting
$15,000 (Stacking). S
Adjustable height folding tables for use of
$1,250 converting Chambers from training to EOC.
$2,400 Additional analog phone lines.
Magnetic, Reversible, Mobile to attach notes and
maps to board. Boards will be used if the
electronics are not functioning and lines will
allow EOC personnel to visualize the status of an
event. Can be used to discuss the next shift
change in EOC personnel and who is or is not
available to respond. Also can be utilized by
elected to write and discuss the ongoing
$1,050 operations.
Additional montiors needed. Monitors will are
needed to aid in gaining situational awareness
and to be abreast of the latest news concerning
an event. All monitors can be utilized to track
resource utilization specific to the city’s needs
but to also provide a way to track monetary
expenditures as well as personnel hours. May
also be used for map displays of the affected
$1,000 areas.
$1,000 Large Maps of the Districts/beats within City
$47,000
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