TOWN OF FAIRFAX

STAFF REPORT
July 18, 2018
TO: Mayor and Town Council
FROM: Garrett Toy, Town Manager G<

Michael Vivrette, Finance Director

SUBJECT: Adopt Resolution Approving the Adoption of the Public Agencies Post-
Employment Benefits Trust Administered by Public Agency Retirement Services
(PARS) to prefund long-term pension obligations

RECOMMENDATION

Adopt resolution approving the adoption of the public agencies post-employment benefits trust
administered by Public Agency Retirement Services (PARS) and make an initial contribution of
$150,000.

"DISCUSSION

In FY16-17, the Town refinanced its CalPERS side fund and pre-2013 unfunded pension liability
as a method to reducing interest cost. In FY17-18 and FY18-19, the Town budgeted $100,000/yr.
to pre-pay a portion of its unfunded pension liability. Similarly, the Town also budgeted $84,000
each vyear to pre-pay its share of the Ross Valley Fire Department (RVFD) unfunded OPEB
liability. The next step in stabilizing the unfunded pension liability is to establish and annually fund
a pension trust designed to offset future long-term pension obligations. This would provide the
Town with a reserve to use to “smooth” the anticipated fluctuations in the Town’s annual payment
to CalPERS for its unfunded liability. These fluctuations occur due to variations in the CalPERS
rate of investment return

The PARS Pension Rate Stabilization Program (PRSP) is a Section 115 irrevocable trust
designed for agencies to prefund rising pension costs and address pension liabilities. This
program can mitigate long-term pension investment volatility, while at the same time providing
employers with greater local control of assets and investment flexibility to create a more actuarially
sound retirement system.

The PRSP trust offers the following benefits:

e Participating agencies maintain oversight of investment management and control over the
risk tolerance level of the portfolio.

o PARS Trust allows for greater investment flexibility and risk diversification compared to an
agency’s general fund investments.

e Assets can be accessed to offset unexpected rate increases (rate stabilization or

“smoothing”) or be used as a rainy-day fund during periods when revenues are impaired

based on economic or other conditions.

Potential to improve an agency’s bond rating.

Addresses pension liability for GASB 68 reporting.

Flexibility to access trust asset at any time to pay employer’s pension obligations.

Acts as a reserve to help the Town pay for increasing annual contribution requirements.
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Currently, the Town uses an internal pension fund (Fund 06- Retirement) to pay ongoing
expenses and to build reserves. The internal pension trust fund is limited by state regulations as
to authorized investments. The Town currently invests in the State operated Local Agency
Investment Fund (LAIF). Over the past five years, the average investment return (LAIF) has been
approximately 0.6%/yr.

Comparatively, the Highmark Capital portfolio, used by PARS, generated returns significantly
higher than LAIF over the past five years. Attached is a summary of the investment returns
comparing PARS to the two other firms who offer the Section 115 Trust. Over the next five years,
the Town would be building reserves in the PARS trust. Staff does not envision having to withdraw
funds during this time. The objective is to build reserves to a level where the Town can withdraw
the interest earnings to help fund on-going pension obligations.

The Finance Committee, consisting of the Mayor Lacques, Vice-Mayor Coler, and Town
Treasurer, Janet Garvin, and staff, met to discuss the concept and is recommending approval of
an agreement with PARS to establish the Section 115 trust.

There are 2 other firms who administer Section 115 trusts. Attached is a matrix comparing the
firms. Staff did meet with PARS but did not meet with the other firms. PARS’ core business is
the administration of Section 115 trusts and it administers the largest number of Section 115 trusts
in the nation. A representative from PARS will be available at the meeting to answer any
questions.

FISCAL IMPACT

In both FY17-18 and FY18-19, the Town budgeted $100,000 per year to pre-fund its unfunded
pension liabilities. As of June 30, 2017, the Town’s unfunded pension liability is approximately
$8.5M. We anticipated the Town would either make a direct payment to CalPERS or fund a
Section 115 trust. As the Town currently has approximately a cash balance of $250,000 in Fund
06- Retirement, we would recommend a two-pronged approach: 1) make a $100,000 pre-payment
to CalPERS and 2) initially fund the Section 115 Trust with $150,000. The investment options will
be selected based on recommendations from the Finance Committee. It should be noted that the
contributions may require some budget amendments which can occur with mid-year budget
adjustments.

For FY19-20, staff would suggest a policy of making additional contributions to the Section 115
trust and/or CalPERS based on the availability of year-end surpluses. Staff would meet with
Finance Committee to develop a recommendation for Council consideration during the annual
budget approval process.

ATTACHMENTS

A. Resolution

B. Investment return matrix
C. Comparison matrix

D. Private Ruling Letter

E. Draft agreement




RESOLUTION 18-

A RESOLUTION OF THE TOWN COUNCIL OF THE TOWN OF FAIRFAX
, APPROVING THE ADOPTION OF THE
PUBLIC AGENCIES POST-EMPLOYMENT BENEFITS TRUST
ADMINISTERED BY PUBLIC AGENCY RETIREMENT SERVICES (PARS)

WHEREAS, PARS has made available the PARS Public Agencies Post-Employment
Benefits Trust (the “Program”) for the purpose of pre-funding pension obligations and/or OPEB
obligations; and

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

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

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

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

WHEREAS, the Town reserves the right to make contributions, if any, to the Program,

NOW, THEREFORE, BE IT RESOLVED by the Town Council of the Town of Fairfax that:

1. The Town Council hereby adopts the PARS Public Agencies Post-Employment Benefits
Trust, effective July 18, 2018; and

2. The Town Council hereby appoints the Town Manager or his/her designee as the Town’s
Plan Administrator for the Program; and

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

The foregoing Resolution was duly introduced and adopted at a meeting of the Town Council of
the Town of Fairfax held in said Town on the 18t day of July 2018 by the following vote, to wit:

AYES:
NOES:
ABSENT:

PETER LACQUES, Mayor
Attest:

Michele Gardner, Town Clerk

.
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The following is a summary of one, three and five years of investment returns from the
three firms for similar categories of portfolio investment risk:

1-year 3-year 5-year

Conservative (20% Equity & 80% Fixed)

PARS 6.73 3.7 3.73
PFM 4.87 4.27 4.88
Kennan 5.56 3.66 3.95

Moderately Conservative (30% Equity & 70% Fixed)

PARS 9.56 4.87 5.26
PFM 6.59 4.99 5.58
Kennan 7.81 4.74 5.39

Moderate (50% Equities & 50% Fixed)

PARS 13.19 6.46 7.42
PFM 9.69 6.16 7.45
Kennan 9.35 5.49 6.39

Balanced (60% Equities & 40% Fixed)

PARS 15.46 7.25 8.54
PFM 11.58 6.81 8.25
Kennan 11.56 6.45 7.67

Aggressive Growth (75% Equity & 25% Fixed)

PARS 16.72 8.2 10.08
PFM 14.09 7.67 9.5
Kennan 13.66 7.27 8.97
PARS 10
PFM 5
Kennan 0

Source: City of Pleasanton




Public Agency Retirement

Public Financial Management

na
Services (PARS) (PFM) Keenan
i 1972; in 1977 became part of
roundedm 9% 1975 Assured Partners, Inc. (AP)
. K -T  CA AP -
Headquarters Newport Beach Philadelphia eenan-Torrence, CA

Lake Mary, Florida

Office Locations in
California

Newport Beach - PARS San
Francisco - HighMark

San Francisco & Los Angeles

Torrence, Riverside, San
Clemente, Oakland, San Jose,
Rancho Cordova, Redwood
City, Pleasanton, Eureka

Core Business

Administration of 115 Trust for
prefunding OPEB/Pension

Financial & Investment
advisory services

Full range of insurance and
financial services

Programs

Section 115 Trust for Pensions
& OPEB, supplemental defined
benefit programs, alternate
retirement systems for part-
time employees, customized
defined contribution programs
to supplement CalPERS

Section 115 Trusts for
Pension & OPEB, financial
advisory, asset management
and consulting services

Section 115 Trust for
Pensions & OPEB

Provide financial consulting
services on collective
bargaining process and retiree
issues

RS Private Letter

Yes; multiple employer

Yes; multiple employer trust

No; PLR has never been an
IRS requirement for Section

Assets $21 million

trade fee

Ruling (PLR) No; single employer trust 115

mz;g?m HighMark Capital Management | PFM Asset Management Morgan Stanley
Trustee US Bank (Los Angeles) :‘:_fgrlgzle employer plan - Wells Benefit Trust Company
Section 115 Trust

Plans under 300 17 57
Administration

Annual Fees for $96,000 Approx. $95,000 plus $8 per $66,000

Investment Assets
under
Administration for
115 Trust

Approx. $1.5 billion (PARS)
Approx. $14 billion (HighMark)

Over $10.1 billion as of Sept.
30, 2017 for Pension Defined
Benefit and OPEB plan

Over $1 billion under
management for OPEB and
Pension Stabilization Trust .
Average account value for
Section 115 trusts is approx.
$20 miflion.

investment Options

5 risk-tolerance levels (active or|
passive), and custorn option

Custom Multi-Asset Classes
composite

6 risk-tolerance options

Minimums

No minimum contribution; No
minimum fee,
No start up fees;

No trade or transactions fees

No minimum contribution

Minimum annual fee: $20,000
Trade fee: $8/trade

No Minimum contribution

No start up fees

Source: City of Pleasanton

No additional fees




Internal Revenue Service Department of the Treasury
Washington, DC 20224

Third Party Communication: None

Index Number: 115.00-00 Date of Communication: Not Applicable
U.S. Bank National Association Person To Contact:
c/o Susan Hughes, Vice President Robin J. Ehrenberg, ID No. 1000219292
3121 Michelson Drive (Suite 300) Telephone Number:
Irvine, CA 92612 (202) 317-5800
Refer Reply To:

CC:TEGE:EOEG:EQ3
PLR-146796-14
Date: June 5, 2015

Legend

Trust = Public Agencies Post-Employment Benefits Trust

]

Public Agencies Post-Employment Benefits Trust
Agreement

Trust Agreement

Trustee = U.S. Bank National Association

Dear Ms. Hughes:

This letter responds to a letter from your authorized representative dated December 22,
2014, requesting rulings that (1) the Trust's income is excludable from gross income
under section 115 of the Internal Revenue Code (IRC) and (2) the Trust is not required
to file annual federal income tax returns under IRC section 6012(a)(4). The Trust
represents the facts as follows:

FACTS

The Trust is a multiple employer trust established to enable public-agency employers to
fund post-retirement employee benefits. Each participating employer must be a public
agency that is a state, political subdivision of a state, or an entity the income of which is
excludable from gross income under IRC section 115. The employer’s governing body
must authorize in writing the adoption of the Trust and the employer must execute the
adoption agreement, which approves the Trust's administrator and provides that the
agency adopts and agrees to be bound by the Trust Agreement. In the adoption
agreement, the employer elects to fund obligations to provide benefits under a post-
employment health care plan and contribute to a defined-benefit pension plan
maintained by the employer that is qualified under IRC section 401(a). The employer
may elect to fund either or both obligations.
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The Trust Agreement provides that assets are held by the Trust for the exclusive
purpose of funding participating employers’ benefit obligations and defraying the
reasonable expenses of the Trust. The Trust's assets may not be used for any other
purpose. Each employer’s contributions to the Trust, together with any allocable
investment earnings and losses, are held in a separate account for that employer.
Assets allocated to satisfy an employer’s health and welfare benefit obligation or the
employer’s pension obligation may only be used for purposes of satisfying that
particular obligation. The assets held in an employer's account are not available to pay
any obligations incurred by any other employer.

The employers appoint the Trustee and the Trust’s administrator and may remove the
Trustee or the administrator by a two-thirds vote of all employers. The employers may
amend the Trust Agreement with the approval of two-thirds of all employers then
participating in the Trust. The employers may terminate the Trust by unanimous
agreement of all employers.

Upon termination of the Trust, any assets remaining in an employer’s account, after

satisfaction of benefit and the Trust’s obligations are returned to the employer to the
extent permitted by law and consistent with the requirements of IRC section 115.

LAW AND ANALYSIS

Issue 1 - IRC section 115(1)

IRC section 115(1) provides that gross income does not include income derived from
any public utility or the exercise of any essential governmental function and accruing to
a state or any political subdivision thereof.

Rev. Rul. 77-261, 1977-2 C.B. 45, holds that income generated by an investment fund
that is established by a state to hold revenues in excess of the amounts needed to meet
current expenses is excludable from gross income under IRC section 115(1), because
such investment constitutes an essential governmental function. The ruling explains that
the statutory exclusion is intended to extend not to the income of a state or municipality
resulting from its own participation in activities, but rather to the income of an entity
engaged in the operation of a public utility or the performance of some governmental
function that accrues to either a state or political subdivision of a state. The ruling
points out that it may be assumed that Congress did not desire in any way to restrict a
state’s participation in enterprises that might be useful in carrying out projects that are
desirable from the standpoint of a state government and that are within the ambit of a
sovereign to conduct.
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Rev. Rul. 90-74, 1990-2 C.B. 34, holds that the income of an organization formed,
funded, and operated by political subdivisions to pool various risks (e.g., casualty, public
liability, workers’ compensation, and employees’ health) is excludable from gross
income under IRC section 115(1), because the organization is performing an essential
governmental function. The revenue ruling states that the income of such an
organization is excludable from gross income so long as private interests do not
participate in the organization or benefit more than incidentally from the organization.
The benefit to the employees of the insurance coverage obtained by the member
political subdivisions was deemed incidental to the public benefit.

Through the Trust, participating public agency employers fund health and welfare and
pension obligations for retired employees. Each of the Trust's participating employers is
required to be a state, political subdivision of a state or an entity the income of which is
excludable from gross income under IRC section 115. Providing health, welfare and
pension benefits to current and former employees constitutes the performance of an
essential government function within the meaning of IRC section 115(1). See Rev. Rul.
90-74 and Rev. Rul. 77-261.

The Trust's income accrues to its participating employers, all of which are political
subdivisions of a state or entities the income of which is excludable from gross income
under IRC section 115. No private interests will participate in, or benefit from, the
operation of Trust, other than as providers of goods or services. The benefit to
employees is incidental to the public benefit. See Rev. Rul. 90-74.

In no event, including dissolution, will the Trust's assets be distributed or revert to any
entity that is not a state, a political subdivision of a state, or entity the income of which is
excludable from its gross income by application of IRC section 115(1).

[ssue 2- IRC section 6012(a)(4)

Section 301.7701-1(b) of the Procedure and Administration Regulations (Regulations)
provides that the classification of organizations that are recognized as separate entities
is determined under sections 301.7701-2, 301.7701-3, and 301.7701-4, unless a
provision of the IRC provides for special treatment of that organization.

Section 301.7701-4(a) of the Regulations provides that, in general, an arrangement will
be treated as if it can be shown that the purpose of the arrangement is to vest in
trustees responsibility for the protection and conservation of property for beneficiaries
who cannot share in the discharge of this responsibility and, therefore, are not
associates in a joint enterprise for the conduct of business for profit.

The Trust enables public-agency employers to set aside funds to be used to satisfy
each employer’s separate pension and health and welfare benefit obligations. The
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Trustee is charged with the responsibility of the protection and conservation of the Trust
property for the benefit of the beneficiaries of the Trust. The beneficiaries of the Trust
cannot share in the discharge of the Trustee’s responsibility for the protection and
conservation of property and, therefore, are not associates in a joint enterprise for the
conduct of business for profit. IRC section 6012(a)(4) provides that every trust having
for the taxable year any taxable income or having gross income of $600 or more,
regardless of the amount of taxable income, shall make returns with respect to income
taxes under Subtitle A.

Based solely on the facts and representations submitted by the Trust, we conclude that:

1. Because the income of the Trust derives from the exercise of an essential
governmental function and will accrue to a state or a political subdivision
thereof, the Trust’s income is excludable from gross income under IRC
section 115(1).

2. The Trust is classified as a trust within the meaning of IRC section 7701(a)
and section 301.7701-4(a) of the Regulations. Because Trust's income is
excludable from gross income under IRC section 115, the Trust is not
required by IRC section 6012(a)(4) to file an annual income tax return.

Except as expressly provided herein, no opinion is expressed or implied concerning the
tax consequences of any aspect of any transaction or item discussed or referenced in
this letter. This ruling concerns only the federal tax treatment of the Trust's income and
may not be cited or relied upon by any taxpayer, including the Trust, employers
participating in the Trust, and any recipients of benefits paid under the terms of the
Trust, as to any matter relating to the taxation of accident or health contributions or
benefits.

This ruling is directed only to the taxpayer who requested it. IRC section 6110(k)(3)
provides that it may not be used or cited as precedent.

In accordance with the Power of Attorney on file with this office, a copy of this letter is
being sent to your authorized representative.

A copy of this letter must be attached to any income tax return to which it is relevant.
Alternatively, taxpayers filing their returns electronically may satisfy this requirement by
attaching a statement to their return that provides the date and control number of the
letter ruling.
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The rulings contained in this letter are based upon information and representations
submitted by the taxpayer and accompanied by a penalty of perjury statement executed
by an appropriate party. While this office has not verified any of the material submitted
in support of the request for rulings, it is subject to verification on examination.

Sincerely,

Kenneth M. Griffin
Branch Chief, Exempt Organizations Branch 3
(Tax Exempt and Government Entities)

cc: Marcus Wu
Pillsbury Winthrop Shaw Pittman LLP
12255 El Camino Real, Suite 300
San Diego, CA 92130-4088

Paul Marmolejo
Director, Office of Federal, State and Local Governments
SE:T:GE:FSL



AGREEMENT FOR ADMINISTRATIVE SERVICES

This agreement (“Agreement”) is made this day of , 2018, between
Phase II Systems, a corporation organized and existing under the laws of the State of
California, doing business as Public Agency Retirement Services and PARS (hereinafter
“PARS”) and the [Agency Name] (“Agency”).

WHEREAS, the Agency has adopted the PARS Public Agencies Post-Employment Benefits
Trust for the purpose of pre-funding pension obligations and/or OPEB obligations (“Plan”),
and is desirous of retaining PARS as Trust Admmrstrator to the Trust, to provide
administrative services. T

NOW THEREFORE, the parties agree:

1. Services. PARS will provide the services pertammg to the Plan as described in the
exhibit attached hereto as “Exhibit 1A” (“Serv1ees”) in a timely manner subject to the
further provisions of this Agreement. : : 5

2. Fees for Services. PARS will be compensated for performance of the Services as
described in the exhibit attached hereto as “Exhrbrt IB”

3. Payment Terms. Payment for the Services will be rermtted directly from Plan assets
unless the Agency chooses to make payment directly to PARS. In the event that the
Agency chooses to make payment drrectly to PARS, it shall be the responsibility of the
Agency to remit payment directly to PARS, based upon an invoice prepared by PARS and
delivered to the Agency. If payment is not received by PARS within thirty (30) days of
the invoice delrvery date, the balance due shall bear interest at the rate of 1.5% per
month. If payment is not received from the Agency within sixty (60) days of the invoice
delivery date, payment plus accrued interest will be remitted directly from Plan assets,
unless PARS has prevrously recelved written communication disputing the subject
invoice that is srgned by a duly authorized representative of the Agency.

4. Fees for Servnces Beyond Scope Fees for services beyond those specified in this
Agreement will be billed to the Agency at the rates indicated in the PARS’ standard fee
schedule in effect at the time the services are provided and shall be payable as described
in Section 3 of this Agreement. Before any such services are performed, PARS will
provide the Agency with a detailed description of the services, terms, and applicable rates
for such services. Such services, terms, and applicable rates shall be agreed upon in
writing and executed by both parties.

5. Information Furnished to PARS. PARS will provide the Services contingent upon the
Agency’s providing PARS the information specified in the exhibit attached hereto as
“Exhibit 1C” (“Data”). It shall be the responsibility of the Agency to certify the
accuracy, content and completeness of the Data so that PARS may rely on such
information without further audit. It shall further be the responsibility of the Agency to
deliver the Data to PARS in such a manner that allows for a reasonable amount of time
for the Services to be performed. Unless specified in Exhibit 1A, PARS shall be under
no duty to question Data received from the Agency, to compute contributions made to the

Page 1
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10.

Plan, to determine or inquire whether contributions are adequate to meet and discharge
liabilities under the Plan, or to determine or inquire whether contributions made to the
Plan are in compliance with the Plan or applicable law. In addition, PARS shall not be
liable for non performance of Services to the extent such non performance is caused by or
results from erroneous and/or late delivery of Data from the Agency. In the event that the
Agency fails to provide Data in a complete, accurate and timely manner and pursuant to
the specifications in Exhibit 1C, PARS reserves the right, notwithstanding the further
provisions of this Agreement, to terminate this Agreement upon no less than ninety (90)
days written notice to the Agency.

Records. Throughout the duration of this Agreement, and for a period of five (5) years
after termination of this Agreement, PARS shall provide duly authorized representatives
of Agency access to all records and material relating to calculation of PARS’ fees under
this Agreement. Such access shall include the right to inspect, audit and reproduce such
records and material and to verify reports furnished in comphance with the provisions of
this Agreement. All information so obtamed shall be accorded conﬁdent1a1 treatment as
provided under applicable law. o e ~

information relatmg to the Plan except to duly authorlzed ofﬁ01als of the Agency, subject
to applicable law, and to parties retained by PARS to perform specific services within
this Agreement. The Agency shall not disclose any mformatlon relating to the Plan to
individuals not employed by the Agency ‘without the prior written consent of PARS,
except as such dlsclosures may be requxred by apphcable law.

Independent Contractor ‘PARS is and at all tlmes hereunder shall be an independent
contractor. As such, neither the Agency nor any of its officers, employees or agents shall
have the power to control the conduct of PARS, its officers, employees or agents, except
as specifically set forth and prov1ded for herein. PARS shall pay all wages, salaries and
other amounts due its employees in connection with this Agreement and shall be
responsxble for aIl reports and obligations respecting them, such as social security,
income tax w1thholdmg, unemployment compensation, workers’ compensation and
similar matters. ~

Indemmﬁcatlon PARS and Agency hereby indemnify each other and hold the other
harmless, mcludmg thelr respective officers, directors, employees, agents and attorneys,

from any claim, loss, demand, liability, or expense, including reasonable attorneys’ fees
and costs, incurred by the other as a consequence of, to the extent, PARS’ or Agency’s,

as the case may be, negligent acts, errors or omissions with respect to the performance of
their respective duties hereunder.

Compliance with Applicable Law. The Agency shall observe and comply with federal,
state and local laws in effect when this Agreement is executed, or which may come into
effect during the term of this Agreement, regarding the administration of the Plan.
PARS shall observe and comply with federal, state and local laws in effect when this
Agreement is executed, or which may come into effect during the term of this
Agreement, regarding Plan administrative services provided under this Agreement.
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11.

12.

13.

14.

15.

16.

17.

18.

Applicable Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of California. 1In the event any party institutes legal
proceedings to enforce or interpret this Agreement, venue and jurisdiction shall be in any
state court of competent jurisdiction.

Force Majeure. When a party’s nonperformance hereunder was beyond the control and
not due to the fault of the party not performing, a party shall be excused from performing
its obligations under this Agreement during the time and to the extent that it is prevented
from performing by such cause, including but not limited to: any incidence of fire, flood,
acts of God, acts of terrorism or war, commandeering of material, products, plants or
facilities by the federal, state or local government, or a materlal act or omission by the
other party.

Ownership of Reports and Documents. The originals of all letters, documents, reports,
and data produced for the purposes of this Agreement shall be delivered to, and become
the property of the Agency. Copies may be made for PARS but shall not be furnished to
others without written authorization from Agency S

Designees. The Plan Administrator of the Agency, or their de51gnee shall have the
authority to act for and exercise any of the rights of the Agency as set forth in this
Agreement, subsequent to and in accordance with the written authority granted by the
Governing Body of the Agency, a copy of which writing shall be delivered to PARS.
Any officer of PARS, or his or her de51gnees shall have the authority to act for and
exercise any of the rlghts of PARS as set forth in thlS Agreement

Notices. All notices hereunder and communlcatlons regarding the interpretation of the
terms of this Agreéement, or' changes thereto, shall be effected by delivery of the notices
in person or by deposxtmg the notices in the U.S. mail, registered or certified mail, return
receipt requested postage prepald and addressed as follows:

(A) To PARS “PARS; 4350 Von Karman Avenue, Suite 100, Newport Beach, CA
92660 Attennon President

(B) To Agency: [Agency] [Address] [City, State, Zip]; Attention: [Plan Administrator]
Notices shall be deemed glven on the date received by the addressee.

Term of Agreement This Agreement shall remain in effect for the period beginning
, 2018 and ending , 2021 (“Term”). This Agreement
may be termmated at any time by giving thirty (30) days written notice to the other party
of the intent to terminate. Absent a thirty (30) day written notice to the other party of the
intent to terminate, this Agreement will continue unchanged for successive twelve month
periods following the Term.

Amendment. This Agreement may not be amended orally, but only by a written
instrument executed by the parties hereto.

Entire Agreement. This Agreement, including exhibits, contains the entire
understanding of the parties with respect to the subject matter set forth in this Agreement.
In the event a conflict arises between the parties with respect to any term, condition or
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provision of this Agreement, the remaining terms, conditions and provisions shall remain
in full force and legal effect. No waiver of any term or condition of this Agreement by
any party shall be construed by the other as a continuing waiver of such term or
condition.

19. Attorneys Fees. In the event any action is taken by a party hereto to enforce the terms of
this Agreement the prevailing party herein shall be entitled to receive its reasonable
attorney’s fees.

20. Counterparts. This Agreement may be executed in any number of counterparts, and in
that event, each counterpart shall be deemed a complete orxgmal and be enforceable
without reference to any other counterpart. '

21. Headings. Headings in this Agreement are for convemence only and shall not be used to
interpret or construe its provisions. B s

22. Effective Date. This Agreement shall be effectlve on the date ﬁrst above written, and
also shall be the date the Agreement is executed o

AGENCY:
BY:

TITLE:

DATE:

PARS:
BY:

* Tod Hammeras

TITLE:  Chief Financial Officer

DATE:

Page 4



EXHIBIT 1A
SERVICES

PARS will provide the following services for the [Agency Name] Public Agencies Post-
Employment Benefits Trust:

1. Plan Installation Services:

(A) Meeting with appropriate Agency personnel to discuss plan provisions,
implementation timelines, actuarial valuation process, funding strategies, benefit
communication strategies, data reporting, and submlssmn requirements for
contributions/reimbursements/distributions;

(B) Providing the necessary analysis and advisory servxces to ﬁnahze these elements of
the Plan; ~

(C)Providing the documentation needed to establlsh the Plan to be reviewed and

~ approved by Agency legal counsel. Resultmg final Plan documentation must be

approved by the Agency prior to the commencement of PARS Plan Administration
Services outlined in Exhibit 1A, paragraph 2 below -

2. Plan Administration Services:

(A) Monitoring the receipt of Plan contnbutlons made by the Agency to the trustee of the
PARS Public Agencies Post-Employment Benefits Trust (“Trustee”), based upon
information received from the Agency and the'Trustee

(B) Performing periodic accounting of Plan assets"“relmbursements/d1str1but10ns and
investment activity, based upon mformatmn received from the Agency and/or
Trustee; ~

(C) Coordinating the processmg of dlstrlbutlon payments pursuant to authorized direction
by the Agericy, and the. provxslons of the Plan, and, to the extent possible, based upon
Agency prov1ded Data;

(D) Coordmatmg actlons w1th the Trustee as directed by the Plan Administrator within
the scope this Agreement

(E) Preparmg and submxttmg a monthly report of Plan activity to the Agency, unless
directed by the Agency otherwise;

(F) Preparing and submitting an annual report of Plan activity to the Agency;

(G) Facilitating actuarial valuation updates and funding modifications for compliance
with GASB 45/75, if prefunding OPEB obligations;

(H) Coordinating periodic audits of the Trust;
(I) Monitoring Plan and Trust compliance with federal and state laws.

3. PARS is not licensed to provide and does not offer tax, accounting, legal, investment or
actuarial advice.
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EXHIBIT 1B
FEES FOR SERVICES

PARS will be compensated for performance of Services, as described in Exhibit 1A based
upon the following schedule:

An annual asset fee shall be paid from Plan assets based on the following schedule:

For Plan Assets from: Annual Rate:
30 to  $10,000,000  0.25%
$10,000,001 to  $15000,000  020%
$15,000,001 to  $50,000,000  0.15%
$50,000.001 and  above . 0.10%

Annual rates are prorated and paid monthly. The annual asset fee shall be calculated by
the following formula [Annual rate divided by 12 (months of the year) multiplied by the
Plan asset balance at the end of the: month] Trustee and Investment Management Fees
are not included. S
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EXHIBIT IC
DATA REQUIREMENTS

PARS will provide the Services under this Agreement contingent upon receiving the
following information:

1. Executed Legal Documents:
(A) Certified Resolution
(B) Adoption Agreement to the Public Agencies Post~Emp10yment Benefits Trust

(C) Trustee Investment Forms

2. Contribution — completed Contribution Transmlttal Form ~signed by the Plan
Administrator (or authorized De51gnee) Wthh contains the followmg information:

(A) Agency name

(B) Contribution amount

(C) Contribution date )

(D) Contribution method (Chec“k,ACt—I,‘ Wire)

3. Distribution — completed Payment Rexmbursement/D1str1but10n Form signed by the
Plan Admlmstrator (or authorlzed Desngnee) which contains the following
information: & :

(A) Agency name . :
B) Payment relmbursement/ dlstrlbutlon amount
(C) Appllcable statement date

| (D) Copy of apphcable premlum claim, statement, warrant, and/or administrative
' expense ev1dencmg payment

(E) Slgned certxﬁcatlon of reimbursement/distribution from the Plan Administrator
(or authq:xzed Designee)

4. Other information pertinent to the Services as reasonably requested by PARS and
Actuarial Provider.
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