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TOWN OF LOS GATOS 
TOWN PENSION AND OPEB TRUSTS OVERSIGHT 

COMMITTEE AGENDA 
DECEMBER 03, 2019 

110 EAST MAIN STREET 
LOS GATOS, CA 

                          Marcia Jensen, Mayor  
Barbara Spector, Vice Mayor  

Steve Leonardis, Council Member  
Rob Rennie, Council Member  

Marico Sayoc, Council Member 

 

 
PARTICIPATION IN THE PUBLIC PROCESS 

How to participate:  The Town of Los Gatos strongly encourages your active participation in the 
public process, which is the cornerstone of democracy. If you wish to speak to an item on the 
agenda, please complete a “speaker’s card” located on the back of the chamber benches and 
return it to the Clerk Administrator. If you wish to speak to an item NOT on the agenda, you may 
do so during the “Verbal Communications” period.  The time allocated to speakers may change 
to better facilitate the Town Council meeting. 
 
Effective Proceedings:  The purpose of the Town Council meeting is to conduct the business of 
the community in an effective and efficient manner. For the benefit of the community, the Town 
of Los Gatos asks that you follow the Town’s meeting guidelines while attending Town Council 
meetings and treat everyone with respect and dignity. This is done by following meeting 
guidelines set forth in State law and in the Town Code. Disruptive conduct is not tolerated, 
including but not limited to: addressing the Town Council without first being recognized; 
interrupting speakers, Town Council or Town staff; continuing to speak after the allotted time 
has expired; failing to relinquish the podium when directed to do so; and repetitiously addressing 
the same subject. 
 
Deadlines for Public Comment and Presentations are as follows: 

 Persons wishing to make an audio/visual presentation on any agenda item must submit the 
presentation electronically, either in person or via email, to the Clerk’s Office no later than 
3:00 p.m. on the day of the Council meeting. 

 Persons wishing to submit written comments to be included in the materials provided to 
Town Council must provide the comments as follows: 
o For inclusion in the regular packet: by 11:00 a.m. the Thursday before the Council 

meeting 
o For inclusion in any Addendum: by 11:00 a.m. the Monday before the Council meeting 
o For inclusion in any Desk Item: by 11:00 a.m. on the day of the Council Meeting 

 

 

 

 

 

 

 

 

  

Town Council Meetings Broadcast Live on KCAT, Channel 15 (on Comcast) on the 1st and 3rd Tuesdays at 7:00 p.m. 

Rebroadcast of Town Council Meetings on the 2nd and 4th Mondays at 7:00 p.m. 
Live & Archived Council Meetings can be viewed by going to: 

www.losgatosca.gov/Councilvideos 

IN COMPLIANCE WITH THE AMERICANS WITH DISABILITIES ACT, IF YOU NEED SPECIAL ASSISTANCE TO PARTICIPATE IN THIS MEETING, 

PLEASE CONTACT THE CLERK DEPARTMENT AT (408) 354-6834.  NOTIFICATION 48 HOURS BEFORE THE MEETING WILL ENABLE THE TOWN 

TO MAKE REASONABLE ARRANGEMENTS TO ENSURE ACCESSIBILITY TO THIS MEETING [28 CFR §35.102-35.104] 
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TOWN OF LOS GATOS 
TOWN PENSION AND OPEB TRUSTS OVERSIGHT COMMITTEE AGENDA 

DECEMBER 03, 2019 

6:00 PM 
 

MEETING CALLED TO ORDER 

ROLL CALL 

CONSENT ITEMS (Items appearing on the Consent Items are considered routine and may be 
approved by one motion.  Any member of the Council or public may request to have an item 
removed from the Consent Items for comment and action. If an item is pulled, the Mayor has the 
sole discretion to determine when the item will be hear.  Unless there are separate discussions 
and/or actions requested by Council, staff, or a member of the public, it is requested that items 
under the Consent Items be acted on simultaneously.) 

1. Approve the Town Pension and OPEB Trusts Oversight Committee Meeting Minutes of 
September 3, 2019. 

2. Receive Performance Report for the Period Ending October 31, 2019 and Fund Balance 
Report for the Period Ending September 30, 2019 for the California Employers’ Retiree 
Benefit Trust (CERBT). 

3. Receive Monthly Performance and Account Summary Reports for the Town of Los Gatos 
IRS Section 115 Pension Trust for the Periods Ending September 30, 2019 and October 
31, 2019. 

VERBAL COMMUNICATIONS (Members of the public are welcome to address the Town Council 
on any matter that is not listed on the agenda.  To ensure all agenda items are heard and unless 
additional time is authorized by the Mayor, this portion of the agenda is limited to 30 minutes 
and no more than three (3) minutes per speaker.  In the event additional speakers were not able 
to be heard during the initial Verbal Communications portion of the agenda, an additional Verbal 
Communications will be opened prior to adjournment.) 

OTHER BUSINESS (Up to three minutes may be allotted to each speaker on any of the following 
items.) 

4. Receive CalPERS Actuarial Valuations Reports as of June 30, 2018. 
5. Receive Bartel Associates, LLC OPEB Accounting Information Report as of the June 30, 

2018. 
6. Adopt Proposed Revisions to the Town of Los Gatos IRS Section 115 Pension Trust and 

California Employers’ Retiree Benefit Trust (CERBT) Investment Policy. 

ADJOURNMENT (Council policy is to adjourn no later than midnight unless a majority of Council 
votes for an extension of time) 
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Writings related to an item on the Town Council meeting agenda distributed to members of the Council within 72 

hours of the meeting are available for public inspection at the front desk of the Los Gatos Town Library, located at 

100 Villa Avenue, and are also available for review on the official Town of Los Gatos website.  Copies of desk items 

distributed to members of the Council at the meeting are available for review in the Town Council Chambers 

Note: The Town of Los Gatos has adopted the provisions of Code of Civil Procedure §1094.6; litigation challenging a 

decision of the Town Council must be brought within 90 days after the decision is announced unless a shorter time is 

required by State or Federal law. 

Page 3



 

110 E. Main Street Los Gatos, CA 95030 ● 408-354-6832 
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TOWN OF LOS GATOS                                          

PENSION AND OPEB TRUST 
OVERSIGHT COMMITTEE 
REPORT 

MEETING DATE: 12/03/2019 

ITEM NO: 1  

   

DRAFT 
Minutes of the Pension and OPEB Trust Oversight Committee Meeting  

September 3, 2019 
 
The Pension and OPEB Trust Oversight Committee of the Town of Los Gatos conducted a 
Regular Meeting on Tuesday, September 3, 2019, at 5:00 p.m. 
 
MEETING CALLED TO ORDER AT 5:00 P.M. 
 
ROLL CALL  
Present: Mayor Steven Leonardis, Vice Mayor Marcia Jensen, Council Member Rob Rennie, 
Council Member Marico Sayoc, Council Member Barbara Spector.  
Absent: None 
 
CONSENT ITEMS (TO BE ACTED UPON BY A SINGLE MOTION)  
1. Approve Town Pension and OPEB Trusts Oversight Committee meeting minutes of June 4, 

2019. 
2. Accept Year-End Performance and Account Summary Reports for the Period Ending June 30, 

2019 for the Town of Los Gatos California Employers’ Retiree Benefit Trust (CERBT) for the 
Period Ending June 30, 2019. 

3. Accept Year-End Performance and Account Summary Reports for Period Ending June 30, 
2019 for the Town of Los Gatos IRS Section 115 Pension Trust. 

 
MOTION: Motion by Vice Mayor Jensen to approve the Consent Items.  Seconded 

by Council Member Spector. 
 

VOTE: Motion passed unanimously. 
 
 
VERBAL COMMUNICATIONS 
None. 
 
OTHER BUSINESS  
4. Review and Discuss CalPERS 2017 Actuarial Valuations for the Miscellaneous and Safety 

Pension Plans and Decide on an Additional Discretionary Payment (ADP) Strategy Based on 
the August 2019 Bartel and Associates Analysis. 

 
Arn Andrews, Assistant Town Manager, presented the staff report. 
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PAGE 2 OF 2 
SUBJECT: Minutes of the Pension and OPEB Trust Oversight Committee Meeting  
DATE:  September 3, 2019 
 

C:\Users\Public\Documents\MeetingMunicodeDocumentProcessing\5eef7de6-ad83-421c-a74c-118d30486634\ITEM-Attachment-003-
f795e1f405154706b648e75ebc949d3b.docx 11/22/2019 3:58 PM 

 

Other Business Item #4 – continued 
 
Opened Public Comment.  
 
The following people provided Public Comment:  
Rick Tinsley 
Lee Fagot 
Terry Dureya 
Jack VanNada 
 
Closed Public Comment. 
 
Council discussed the matter. 
 
MOTION: Motion by Council Member Spector to make a payment of $8.2 million to 

CalPERS directly by using $5 million from the Pension 115 Trust first, then 
paying off the remaining $3.2 million balance on a long-term basis but 
not longer than 18 months and closing the PARS Pension 115 Trust 
account.  Seconded by Vice Mayor Jensen. 

 

VOTE: Motion passed unanimously. 
 
ADJOURNMENT  
The meeting adjourned at 6:54 p.m. 
 
Attest: 

 

_____________________________________ 

Shelley Neis, Town Clerk 
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PREPARED BY: Arn Andrews 
 Assistant Town Manager 
   
 

Reviewed by: Town Manager and Finance Director 
   
 

110 E. Main Street Los Gatos, CA 95030 ● (408) 354-6832 
www.losgatosca.gov 

TOWN OF LOS GATOS                                          

TOWN PENSION AND OPEB TRUSTS 

OVERSIGHT COMMITTEE REPORT 

 

MEETING DATE: 12/03/2019 

ITEM NO: 2 

 
   

 

DATE:   November 21, 2019 

TO: Town Pension and OPEB Trusts Oversight Committee 

FROM: Laurel Prevetti, Town Manager 

SUBJECT: Receive Performance Report for the Period Ending October 31, 2019 and 
Fund Balance Report for the Period Ending September 30, 2019 for the 
California Employers’ Retiree Benefit Trust (CERBT) 

 

RECOMMENDATION: 

Receive Performance Report for the Period Ending October 31, 2019 and Fund Balance Report 
for the Period Ending September 30, 2019 for the California Employers’ Retiree Benefit Trust 
(CERBT). 
 
BACKGROUND: 

In 2009, the Council approved participating in the California Employer’s Retiree Benefit Trust 
Fund.  The CERBT Fund is an IRS Section 115 trust fund dedicated to the prefunding of other 
post-employment benefits (“OPEB”).  The CERBT is the single investment vehicle for the Town’s 
OPEB Plan (“OPEB Plan”). 
 
DISCUSSION: 
 
The Town’s OPEB assets are invested in the CERBT Strategy 1 and are approximately $18.6 
million as of September 30, 2019 (Attachment 1).  As of October 31, 2019, the CERBT account 
returned 2.84% gross of fees for the quarter (Attachment 2).   
 
Attachments: 
1. CERBT Account Summary as of September 30, 2019 
2. CERBT Strategy 1 Performance Report as of October 30, 2019 
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Town of Los Gatos

Please note the Grand Total is your actual fund account balance at the end of the period, including all contributions per GASB 74 paragraph 22 and accrued disbursements.  Please review your statement promptly. All information contained in your statement
will be considered true and accurate unless you contact us within 30 days of receipt of this statement. If you have questions about the validity of this information, please contact CERBT4U@calpers.ca.gov.

1,090,918.002 1,090,918.002

$18,608,468.96 $18,608,468.96

17.05762417.057624Period Ending Unit Value

16.84798716.847987Period Beginning Unit Value

0.000

0.000

1,090,918.002

0.000

0.000

1,090,918.002

Year to DateCurrent Period

Ending Units

Unit Sales for Withdrawals

Unit Purchases from Contributions

Beginning Units

Unit Value Summary:Market Value Summary:

$18,608,468.96$18,608,468.96Grand Total

0.00

(2,274.70)

0.00

232,634.44

0.00

$18,379,772.40

0.00

(2,274.70)

0.00

232,634.44

0.00

$18,379,772.40

Year to DateCurrent Period

Ending Balance

Disbursement

Administrative Expenses

Other

Investment Earnings

Contribution

Beginning Balance

QTD Fiscal QTD Fiscal

FY End Contrib per GASB 74 Para 22 0.00 0.00

Transfer In

Transfer Out

0.00

0.00

0.00

0.00

Unit Transfer In

Unit Transfer Out

0.000

0.000

0.000

0.000

(1,663.18)(1,663.18)Investment Expense

CERBT Strategy 1
Entity #:  SKB0-4589482285
Quarter Ended September 30, 2019

FY End Disbursement Accrual 0.00 0.00

1
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Statement of Transaction Detail for the Quarter Ending 09/30/2019

Town of Los Gatos

Entity #:  SKB0-4589482285

If you have any questions or comments regarding the new statement format please contact CERBT4U@CalPERS.ca.gov

Client Contact:

CERBT4U@CalPERS.ca.gov

1
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PREPARED BY: Arn Andrews 
 Assistant Town Manager 
   
 

Reviewed by: Town Manager and Finance Director 
   
 

110 E. Main Street Los Gatos, CA 95030 ● (408) 354-6832 
www.losgatosca.gov 

TOWN OF LOS GATOS                                          

TOWN PENSION AND OPEB TRUSTS 

OVERSIGHT COMMITTEE REPORT 

 

MEETING DATE: 12/03/2019 

ITEM NO: 3  

 
   

 

DATE:   November 21, 2019 

TO: Town Pension and OPEB Trusts Oversight Committee 

FROM: Laurel Prevetti, Town Manager 

SUBJECT: Receive Monthly Performance and Account Summary Reports for the Town of 
Los Gatos IRS Section 115 Pension Trust for the Periods Ending September 30, 
2019 and October 31, 2019  

 

RECOMMENDATION:  

Receive Monthly Performance and Account Summary Reports for the Town of Los Gatos IRS 
Section 115 Pension Trust for the Periods Ending September 30, 2019 (Attachment 1) and 
October 31, 2019 (Attachment 2). 
 
BACKGROUND: 

On August 15, 2017, Town Council approved Public Agency Retirement Services (PARS) as the 
administrator of the Town’s Section 115 Pension Trust.  The initial $300,000 was deposited into 
the PARS account in March 2018 with additional $300,000 deposits programmed monthly.   
 
On September 17, 2019, the Town Council directed staff to terminate the PARS agreement, 
consistent with the Town Pension and OPEB Trusts Oversight Committee recommendation and 
utilize the assets to make additional discretionary payments directly to CalPERS.  The first 
additional discretionary payment of $4,753,965 was transferred to CalPERS from PARS on 
October 11, 2019. 
 
DISCUSSION: 

As of October 31, 2019, the PARS account returned -0.52% gross of fees for the month and 
8.92% gross of fees for the one-year period.  The ending account balance as of October 31, 
2019 was $294,764.63.  The decline in assets reflected in the October statement is primarily the 
result of the aforementioned additional discretionary payment (ADP) to CalPERS.    
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PAGE 2 OF 2 
SUBJECT: Receive Monthly Performance and Account Summary Reports 
DATE:  November 21, 2019 
 
DISCUSSION (continued): 

Per previous Oversight Committee direction, the remaining account balance will be distributed 
directly to CalPERS as part of an ADP prior to September 2020.  
 

Attachments: 
1. PARS IRS 115 Pension Trust Account Summary as of September 30, 2019  
2. PARS IRS 115 Pension Trust Account Summary as of October 31, 2019 
 
 

Page 12



TOWN OF LOS GATOS

PARS Post-Employment Benefits Trust 9/1/2019 to 9/30/2019

Stephen Conway

Director of Finance

Town of Los Gatos

110 E. Main Street

Los Gatos, CA 95030

Source 9/1/2019 Contributions Earnings Expenses Distributions Transfers 9/30/2019

PENSION 1002 $4,985,641.05 $0.00 $72,548.59 $1,038.68 $0.00 $0.00 $5,057,150.96

Totals $4,985,641.05 $0.00 $72,548.59 $1,038.68 $0.00 $0.00 $5,057,150.96

Source

PENSION

Source

PENSION

Source 1-Month 3-Months 1-Year 3-Years 5-Years 10-Years

PENSION 1.46% 0.91% 3.36% - - - 3/20/2018

Information as provided by US Bank, Trustee for PARS;  Not FDIC Insured;  No Bank Guarantee;  May Lose Value

Headquarters - 4350 Von Karman Ave., Suite 100, Newport Beach, CA 92660     800.540.6369     Fax 949.250.1250     www.pars.org

The primary goal of the Capital Appreciation objective is growth of principal.  The major portion of the assets are invested in equity securities 

and market fluctuations are expected.

Plan's Inception Date

Investment Objective

Account Report for the Period

Beginning Balance as 

of 

Investment Selection

Account Summary

Capital Appreciation Index PLUS

Ending  

Balance as of

Account balances are inclusive of Trust Administration, Trustee and Investment Management fees

Annualized Return

Investment Return:  Annualized rate of return is the return on an investment over a period other than one year multiplied or divided to give a comparable one-year return.

Past performance does not guarantee future results.  Performance returns may not reflect the deduction of applicable fees, which could reduce returns.  Information is deemed reliable but may be subject to change.

Investment Return

ATTACHMENT 1
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TOWN OF LOS GATOS

PARS Post-Employment Benefits Trust 10/1/2019 to 10/31/2019

Stephen Conway

Director of Finance

Town of Los Gatos

110 E. Main Street

Los Gatos, CA 95030

Source 10/1/2019 Contributions Earnings Expenses Distributions Transfers 10/31/2019

PENSION 1002 $5,057,150.96 $0.00 -$7,367.76 $1,053.57 $4,753,965.00 $0.00 $294,764.63

Totals $5,057,150.96 $0.00 -$7,367.76 $1,053.57 $4,753,965.00 $0.00 $294,764.63

Source

PENSION

Source

PENSION

Source 1-Month 3-Months 1-Year 3-Years 5-Years 10-Years

PENSION -0.52% -0.13% 8.92% - - - 3/20/2018

Information as provided by US Bank, Trustee for PARS;  Not FDIC Insured;  No Bank Guarantee;  May Lose Value

Headquarters - 4350 Von Karman Ave., Suite 100, Newport Beach, CA 92660     800.540.6369     Fax 949.250.1250     www.pars.org

The primary goal of the Capital Appreciation objective is growth of principal.  The major portion of the assets are invested in equity securities 

and market fluctuations are expected.

Plan's Inception Date

Investment Objective

Account Report for the Period

Beginning Balance as 

of 

Investment Selection

Account Summary

Capital Appreciation Index PLUS

Ending  

Balance as of

Account balances are inclusive of Trust Administration, Trustee and Investment Management fees

Annualized Return

Investment Return:  Annualized rate of return is the return on an investment over a period other than one year multiplied or divided to give a comparable one-year return.

Past performance does not guarantee future results.  Performance returns may not reflect the deduction of applicable fees, which could reduce returns.  Information is deemed reliable but may be subject to change.

Investment Return

ATTACHMENT 2
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PREPARED BY: Arn Andrews 
 Assistant Town Manager 
   
 

Reviewed by: Town Manager and Finance Director 
   
 

110 E. Main Street Los Gatos, CA 95030 ● (408) 354-6832 
www.losgatosca.gov 

TOWN OF LOS GATOS                                          

TOWN PENSION AND OPEB TRUSTS 

OVERSIGHT COMMITTEE REPORT 

 

MEETING DATE: 12/03/2019 

ITEM NO: 4  

 
   

 

DATE:   November 21, 2019 

TO: Town Pension and OPEB Trusts Oversight Committee 

FROM: Laurel Prevetti, Town Manager 

SUBJECT: Receive CalPERS Actuarial Valuations Reports as of June 30, 2018 

 

RECOMMENDATION:  

Receive CalPERS Actuarial Valuations Reports as of June 30, 2018. 
 
BACKGROUND: 

The Town’s pension plans are administered by the Board of Administration of the California 
Public Employees’ Retirement System (CalPERS).  The Board of Administration is responsible for 
the management and control of CalPERS.  In addition, the Board has exclusive control of the 
administration and investment of funds.  Sworn employees are covered under the Safety Plan 
which is a pooled plan, while all other employees are covered in the Miscellaneous Plan, which 
is a separate plan.  The Miscellaneous Plan is administered by CalPERS in the Public Employees’ 
Retirement Fund (PERF). 
 
In order for the Town to understand the value of future pension benefit payments, an actuarial 
valuation is performed each year for the pension plan.  The CalPERS actuary estimates the 
payments that will be made for all potential retirees from the plan in each future year.  The 
actuary calculates the present value of future benefits the plan will be required to pay to its 
current participants: those still working who will retire in the future, retirees, and those who 
have terminated employment but have not yet begun drawing benefits. 
 
DISCUSSION: 

Staff has received the annual Actuarial Valuation Reports from CalPERS for the Miscellaneous 
Plan (Attachment 1), the Safety Plan (Attachment 2), and the PEPRA Safety Police Plan 
(Attachment 3).   The measurement date for each of the Plans, as proscribed by GASB 68, is as 
of June 30, 2018.    
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PAGE 2 OF 2 
SUBJECT: Receive CalPERS Actuarial Valuations Reports as of June 30, 2018 
DATE:  November 21, 2019 
 
 
The Town’s Safety Plan funded status stood at 72.0% compared to 73.9% for the 2017 
valuation.   The Town’s Safety PEPRA Plan had a funded status of 91.6% versus 94.8% for 2017 
and the Miscellaneous Plan funded status of 68.4% was also slightly lower compared to 2017 at 
69.6%.   While the Market Value of Assets (MVA) improved for all three Plans, larger 
corresponding increases in Accrued Liabilities offset those gains resulting increased Unfunded 
Accrued Liabilities (UAL) and reduced funding status.   

 
It should be noted that the funding percentage for the Miscellaneous Plan is as of June 30, 2018 
and does not reflect recent Council actions to pay down approximately $8.0 million of unfunded 
pension liabilities.  The first additional discretionary payment of $4,753,965 was transferred to 
CalPERS on October 11, 2019.  Per GASB standards, assets held in the Town’s PARS Section 115 
Trust dedicated for pension obligations were not allowed to be added to the Town’s CalPERS 
pension assets for valuation purposes.  Had these assets been included there would have been 
a corresponding increase in the Town’s funding status.   
 
COORDINATION: 

This report was coordinated with the Town Manager and Director of Finance 
 
Attachments: 
1. CalPERS Annual Valuation Report as of June 30, 2018 – Miscellaneous Plan of the Town of 

Los Gatos 
2. CalPERS Annual Valuation Report as of June 30, 2018 – Safety Plan of the Town of Los Gatos 
3. CalPERS Annual Valuation Report as of June 30, 2018 – PEPRA Safety Police Plan of the 

Town of Los Gatos 
 

 
 

June 30, 2018 Miscellaneous Plan Safety Plan PEPRA Safety Plan 

Accrued Liability $107,075,648 $91,111,357 $414,453 

Market Value of Assets 73,291,140 65,569,436 379,539 

Unfunded Accrued Liability 33,784,508 25,541,921 34,914 

Funded Ratio 68.4% 72.0% 91.6% 
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����M������������ ���������SpRo\WòÙVP̀\W�\_�pRqr̀]Rd�stbU\nR]�u\WP]̀vrP̀\WYwc�xP�YQ\rUd�vR�W\PRd�PQVP�W\�oQVWyR�̀W����M����O���
����M������������ �������O�I����
���)���gQ̀oQ�gR]R�VU]RVdn�̀WoUrdRd�̀W�PQR�b]̀\]�nRV]XY�zVUrVP̀\Ww��{|F}~�E~���BF���G�~C��{GG}��FE�CG��#��$�
�KM����������������������f��H����	HK������������� ��H�����H��
�����������K�*N'��I�
�������*N���I�
��������)��������O���I��������M�)�����)� �����������������������
�������L��������N�����K���K�K��KI��O��
����M�������������
���������������H���K���H���������L��������� ���
��
�����H�����)���H��
������������*N���I�
�����I�O����)� �������N*'�I�
������H����������������������N'��I�
���N�����I���
��H��KI��O��
����M������������)��'����
��
�����H���H����������KI��������������H��
����������K��������*N���I�
����)���)��� �H���H�����������K�����������J�H�����������������������������
�������������(����*N���I�
���N�������H�
����������H�
������H��
��������� ���I�K���O�M���H�����H�
�H�
�I�����K���������KI������I�L�H�H�MO��e��������L���K����
�������������H�����������L���K���������N������I�
���
�H�
�������H�I��H�MO�����f��H�����
��H��
�KK��H���������K�����������������H��HH����������I�����K��KI��O����H��KI��O�����������H��)��I�N�f���H����������L���K��������
�������H�I��H�MO�����f��H���H�
�I�����K���������KI������������H�
�H�H��
�������������KI�����I�L�H�����K����������
�����KI���������������)���K���L���K�������������������HN����������������KI��K����H����� ��
�������L������������� ����O���K����������������������L��������N������������� ��O���K� ����L�������H���H��KI�L�H���K��������
��
��������K����H���)ON�	�O�H������
��������M����O�M�� ����������H����� �����H��� ����� ���
��
������������
�I���H������K����H�
���)����������KN�����@�10�@0.4���0.41��������������f��H����	HK����������������H�I��H����� ��K���J������I���
O�����
��L�� ��������������������(��
�������L��������N������� �I���
O�������������I���H��L�� ��
���
�������)�������H������������K���J�H���K����O����������O���� ��������I�OK�����
�KI���H�����)�����L���H������K����N�#���HH������������� �I���
O��K�L�������'�O����KI��I���H��KI�H� ������	!�M���������M���M����������KI�����
���)�����H�������L���K����)�����������N������� �I���
O��K�L�������'�O����KI�H� �������L���K����)�����������N�������
���)��� �����II�O����O������ ��	!�M���������M�����H�����������������������(N��������
��L���KI��O��������� ��K���J������I���
O��KI�������K�e�K�K��K���J������I���H�����'�O����������������H�H��

��H����M������������
��L��������������*N������K��������I�����
���O����������M����O����������������K���J������I���H������O�L���������H����M���H��������������eI�
���
O����I����K�KM�����H�I���
��H�
������� ����H���������I���N������KI�
��������������M��������
��H��������
�����L���������������N������
����M�����������K�����H���K���H����������
�������L����������I������M���H����H�K�)�I��
���H������
��������K�������������������������N�����)����������L�����������������M����������������H���������������
��HN�#�L���K����������M��� ���������K�H������������� ������
��������������H�
����M������� �������L���K�����������M�L����������K�H������������� ����H�
��������������H�
����M�����N��������
�������L����������I�������
����������O�
���)�����)�����O�
���)�����H���������f��H��
����������)�������O����(N�	�O���M��������
���)������
�����������������
��HN�
Page 27



�

�

����������� �� ���	
������	
�	�����������������	���������� �� ���������	���	
���� �����������	���	���
������
�������
�

Page 28



��������	
������������������������������������
������������������������ �����!���"�������������#$%�&'�(&����'�

� ���)��(����

�*+,-.,/0/12/-.�-3�24+�5167+2�8109+�-3�:;;+2;���<���=������������	������������>?��?�@���
��A��)���
��B�C���� D� >(�'�>������<�����)�������
��B�C���������B�
��E�FC�
=�� � G@��''H��<��IJ��F�������C������� � ��>>(���&�&<��IJ��F��������C������� � @'���(&�'<�E���������FI������������������A�E�����
������ � G'�&&��''�H�><������A�� � G>���&H�@<��������� � G�@�H��<���B�
����A�����
�����G���H���FI�������A�#������� � ���>>@�(<����
����������	AK���I����� � ����<�L���#�B���I���������� � '�@����&(���<���=������������	������������>?��?�����
��A��)���
��B�C���� D� @���(���&���� � ��

Page 29



��������	
������������������������������������
������������������������ �����!���"�������������#$%�&'�(&����'�

� ���)�����

�*++,-�*../01-2/3�����������4�����������	�����	���
�����������)5� ��
������6�������������
���������
������7���
5���)������4���)������4�8���)���������������
���������
������� �����������7���
5���)��9���������#�:���8����;������<�9�=��
�)��>�������������)�
�����������
�������������4�8������4���8���������7����������?���4�����9�@��$�
�86���(�����A��������������;��4����	48������������4�7��4�
���)����������
���������������
������������ �������������
5���)���	���
������6��� ��B7����4������7�
����)�����������������9����������������
��������4�8�?���:������������������ ��6��� �����
������:���������������6��
��87��5���C������8����D��4�E���DF��������������5��������������������9����������������� �����!���"��������
������������������7�������������D���4������:����4��

�4��)�59�� ��GHI�HJJKL�MNOJJ� GPI�QORSKL�TONUK�GV�PWNNWXYI� GMI��ZXNW[\�]OR̂KL�HNNX[OLWXY���6��
��_���5� �A�9�� &(9�̀ ���:�����_���5������������� �A9�� �9�̀ �"��6���D�B�4�#�
�8�� A(9�� ��9�̀ �!�_��4��5� ��9�� �9�̀ ������	������ ��9�� ��9�̀ �#����������������:��	������ ��9�� =9�̀ �@���� �9�� �9�̀ �]XLON�aUYb� � Vcdefg� ehhfhi�� �
jklmno�pqknrstuvuw

jxnyzr{�pqknrs|v|w}m~lzm��n�{���o~�{��v�w
�nqkn�nrs�vtw�{zm����{r���vuw ���mzrn~��v�w �r�{x�v�w����������������������������� �¡ ¢£�

Page 30



��������	
������������������������������������
������������������������ �����!���"�������������#$%�&'�(&����'�

� ���)�����

�*+,-./0�1234567�58�9:;<34=<:4�/<4>6:3����������� ��)������
���� �����������?���������
�������������������������@��
��AB��?���������A����C��D������
�����
���?�����D��)�����������E�F�)�����)����������������)��������B���D����)�����������E���

���������@���@��� ���� ��������
���)��A���
�A��������������������������@��
��AB��?���������A����C��D����G��������A��B���D����D��)������������������H��)��������B���D����)�����������IE�����)��A���
�A������������������������G��)������B��B���D�
�AB���D�D��G��A����B���B���D�E�#�������D�@���
�)��J�D�����������?�)�G���?����������������������G�������E�����B����������������KB�
��D�G��������?������E&�B�
����B��?���@���D��������A�����
����	�����!��@����?���D�����)����D?E�����G��������?������A���������������L��������B�MNOPQO�RSTURVVRW�QX�MYR�VMZXWZUW�WR[QZMQOX�ON�MYR�N\XW]V�MOMZP�URM\UX�WQVMUQ̂\MQOX_�RSTURVVRW������B�
����)�E������̀�����?�� �������L��)������G���A�����������������A��������
��G��������L�����������G�����)����A�����J���E�� abcdefg�eh�ijklmno�pqerqdfbs�tqju�njdqc�eh�nqdvfu�juw�xekjdbkbdbqc�� y�gqjf� z�gqjf� y{�gqjf� |{�gqjf� }{�gqjf�"��A���
������� �E~�� �E(�� 'E��� ~E��� �E������������?� �� ~E(�� ��E(�� ��E��� ��E���
���������������������������������������������������������

�� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ��
����� �����

����� �����
���� ����� ����� ����� �����

����� ������
����� ����� ���� ����� ����� ���� ���� ����� ����

Page 31



�

�

������������	��
���
�������
	��� �� ��������
�������������
���
��
��������������	����� ����
�����		��
���	�	���� ��!"�#���� ��!$�� �� %�&�������������'���
�(�	�	���� �����'���
�%�&�������
�������
�����	�� �� )��
�������
���)�*������+��������
�������
	��� �� +��������
�������
�,�	����� �� -�
��
.�,�	���

Page 32



��������	
������������������������������������
������������������������ �����!���"�������������#$%�&'�(&����'�

�� ��)�����

�*+,+-./0+12�.3�45567+8�918�:13718+8�;<9=<-<2<+>��� � � ?@AB�CDE�FDGH� ?@AB�CDE�FDGI����J�������������������K�
��L�M�������� � � �� �N�	
��O����PQ��� R� �&�&(��S��� �S��'��'���� QN��������L���PQ��� � ���&�����'� ���&(T�(���� 
N���P�����L���PQ��� � ��&����'T� ��T�(�T&��� LN���PQ�����L�M�����
��������
��O��)���UP����� � T'�T'&�TT(� S��TT����(�� �N������� R� ����(���S��� ����(&���&T�� � � � ��J�����������������V������PW��U��X�P��������� R� S��'��&&T� ������&���� � � � ��J�����������������V������PW��U��������Q������� R� '���T�'T�� T�T�����'�� � � � �&J����U�	)��X�P���	

��L�!��Q����U� � � �� �N�	
��O����PQ���YZ��N���Z�N���Z�N[� R� ���&���S�S� �����T���&�� QN��������L���PQ���Z�QN� � ���&�����'� ���&(T�(���� 
N���P�����L���PQ���Z�
N� � ��&����'T� ��T�(�T&��� LN���PQ�����L�M�����
��������
��O��)���UP�����Z�LN� T'�T'&�TT(� S��TT����(�� �N������� R� ((�(���SSS� ��S��S'�T&��� � � � �'J���\������������	������Z��	N� R� T(�'�T����� S���(���&��TJ�]����L�L�	

��L�!��Q����U�Z]	!N�YZ&�N���Z'N[� R� ����S'�(''� ���S�&�'���SJ�V��L�L�������YZ'N�̂�Z&�N[� � T(JT_� T�J&_��

Page 33



��������	
������������������������������������
������������������������ �����!���"�������������#$%�&'�(&����'�

�� ��)���&�

�*+,-./01233�4.,563-3�70890:;�<�70890:=�����
��
����������
�����>���?������������@���������?@���������?�A���B�����������C��������������
�������?�������A���?��)����B�����������B��@��A���A�����������B���

�?�����AD���
��E�����
������F@����
�����
�?@��A���������F@�
��A��F@����
��B���A���������
�����������?@�����D�����������������
�������)��������������������� ��B��� D��GH�IJKLM�NOLPQRSTJUU�VJW�KXY�ZYLW� � �� �[�\����A�A�	

��A�!��B����E�]\	![�������̂_��_�̀� a� ����̀'�(''�� B[��F@�
��A���E?�����������\	!�A���)����̀���� � ��̂����'��� 
[�#�����������)��̂_��_���bD�̀�'�F�]��[���]]�D�̀�'[c����[�F�]�B[d� � ���&&�(̀ �̀� A[��F@�
��A�\	!�B��������������
���)���b]��[���]�B[�e�]�
[d� � ���(���̂ &̀�� �[�����)��A������@����
���)��� � ��� �[�����)��A����������?@�����
���)�� � ����������� )[�����)��A������?����A�
���)�� � '̂��̀�(�� �[��F@�
��A�\	!���������������
���)���b]�A[�e�]��[�e�]��[�e�]�)[d� � �&��̀ �̂̀&��� �[�	
�����\	!�������̂_��_��� � ���̀�&�'���� f[�������]"���[_!����������̀����b]��[���]��[d� a� ]'(����'[�� � � � �gH�hJQKWPijKPJQ�NOLPQRSTJUU�VJW�KXY�ZYLW� � �� �[��F@�
��A������B������]�?@��E����A��?@��E��[� a� ���̂��̂�'�� B[�#�����������F@�
��A������B������� � ��(�̂(��� 
[�	
����������B������� � ��&�̀��(��� A[�#����������	
����������B������� � �����̂(�� �[��F@�
��A������B������� ����#�������b]��[�e�]�B[d� � ��&�����̀�� �[�	
����������B������� ����#�������b]�
[�e�]�A[d� � ��'&(�&̂ �̀� )[������B������]"���[_!����b]��[���]��[d� a� ]̂(��&�[�� � � � �kH�lUUYK�NOLPQRSTJUU�VJW�KXY�ZYLW� � �� �[���m������������	������������̂_��_�̀� a� (̂�'�̂������ B[�����n��
���o�����
��C�B���� � ]̂��̂��[�� 
[�������n��
���o�����
��C�B���� � '&�&�̀�� A[������B���������
��C�A� � ��&�̀��(��� �[�p����������A������A�����A� � ]'�&&���̀&[�� �[����������������E?�������A�#����������A����
����������	Af���?����� � ���&(��� )[��F@�
��A�#��D�bD�̀�'�F�]���e��B[�e�]]�D�̀�'[c����[�F�]]�A[�e�]��[�e�]��[[d� &�(̂&�̂���� �[��F@�
��A�	������������̂_��_���b]��[�e�]�B[�e�]�
[�e�]�A[�e�]��[�e�]��[�e�]�)[d� �̀�&̀��̀�̀�� �[���m������������	������������̂_��_��� � �̀��(���&��� �f[�	�����]"���[_!����b]��[�q�]��[d� a� ]��̀�&��[�� �� � �rH�TPLiPMPKs�NOLPQRSTJUU�VJW�KXY�ZYLW� � �� �[�������]"���[_!����]�f[� a� ]'(����'[�� B[������B������]"���[_!����]�)[� � ]̂(��&�[�� 
[�	�����]"���[_!����]�f[� � ]��̀�&��[�� A[�!��B����E�]"���[_!����b]&�[���]&B[���]&
[d� a� �(&���̀���� �

Page 34



��������	
������������������������������������
������������������������ �����!���"�������������#$%�&'�(&����'�

�� ��)���'�

�*+,-./0-�12�34156789671:�;9<-<��=>�?@A�>AB?�CDEA�FG�?@A�GH@AIJKA�LM�?@A�CKD>NG�DOLP?FQD?FL>�RDGAGS�TL?A�?@D?�?@APA������� ��U�����)�V�� ��������W���������X������X�����������������
����V���������
���U��Y�Z� ���������������V�����������X����X�X���������������[�������\�����X�����������W���������X���%��������������Y�Z� �����]���X��\[��U��
����V�������X���\���X�VU�����W����������������������
���U���V�)�����)�� ��U�������������W���������X���%�̂��
���_����������Y�������� ��U�����)������
����U�X�����������\����������\�����X�X�����̀��
����X����������\�\V����[���X������
����X�������X��������X����[�W�X��[�V��
��)��
���� ����������]���X��\[��U��
����V������ ��������XW��
������������������������
���U��Y������a����X�X�	

��X�!��V����U�ba	!c�������X����X���\���������\[��U��
����V��������X���������\����V������X��� �X�� ��U������\�����W���������X����������������X�U�����������
���U������ ��
������
����V���������V���)�X���\���XY�����a	!��������X��� �X���
��U���VU���V��
���)������̀[�
��X�[�U\�����������a	!�����������
���U�����X��Xd�����)�����������Y������̀[�
��X�[�U\�����������a	!���������
���U�������]������������̀[�
��X��\[��U�������V����������������
���U���\����������̀[�
��X�e�\���������������U��Y������\[��U�������V���������������������
���U������X���\���X�VU������
�������W���������� ��U�����)����X�����
����V���������������
��X�U��������\������
�������W�������������U����)�Y�	XX��������X��
������U�[�U\������������
��X���������̀[�
��X���U\�����
���\������������
���U������U� ���\�X��VU������)��
UY�� �

Page 35



��������	
������������������������������������
������������������������ �����!���"�������������#$%�&'�(&����'�

�� ��)���*�
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�#	�
�-�� $"���"
�$�+�*
"�"�
����������+�������-����#�
�"�
�#	�
�������	������$��-�� $"
*�����
�"+"#���23����#	�
��dqYl̂[��YZ[g�k[a_d[�d_̂[�m[imjYjs[�Y_�̂jm�m�YZqi�efqim�YZqY�q̂[�f[mm�dqYl̂[u��Z[�\�jm���iqfgmjmn�m[aYj_i�_��g_l̂�̂[e_̂Y��"		���	#��� � 
2�$���
2������� $�#	�
�"������+��2�5��"
,���-�
��$�� $
�,�	��"	"����
2�����$��+�
�-"+���� -#�"�
�3������,��"
+	 2�2�#	�
���
�"�","����
�	��"���"���$��#�+�����	�
*�,"����
2�"
�	��"�
����� $���$������2"�+ ��"�
��
2��
+� $�*���� ����$�,"���� $�-����$�+�
���

 �	���,"������. 
2"
*���,�	���
2��"�1��$�#�$���
�� $���5�"����������1�������	"��"+�,"���������������-3��R=FD@Ay�x:<Ay;�8FE��>A;��JS�IJKN��<?><9@FAC������	��������$2�����2-"
"��$��"�
������2�#��2���
����-�$�"���"�
�#�	"+������+�",���"�������% 
��&'(��')���+� �$"�	�,�	 ��"�
3����
���#�	"+�����$��
������#�$"�2��,�$���"+���+� �$"�	�*�"
���
2�	�������$���-�$�"��2��$�-�&'����$������'����$���"�������#��-�
���+�-# ��2� �"
*���	�,�	�2�		�$��-� 
�3��
��22"�"�
(�����
���#�	"+��$�-�,��������0���$�$�-#0 #��
2�$�-#02��
��
��
� 
2�2��++$ �2��"�5"	"���������5��������$"5 ��5	�������� -#�"�
�+��
*����
2�
�
0"
,���-�
��*�"
��	�����3����
���#�	"+��$�-�,��������0���$�$�-#02��
��
�"
,���-�
��*�"
��	�����3������+��
*����"		��##	���
	�����
�������5���������5	"���2��
��$�����$�% 
��&'(��')�3����"2��������5�,��
���2�+��
*��(����$��-����	���5��+��
*����#�+"�"+��������#	�
�� +�����+�
�$�+���-�
2-�
����
2�� 
2"
*�+��
*��3�. $���$�2��+$"#�"�
�����*�
�̂qf�aZqip[m�q̂[�jiaflb[b�ji�YZ[�\�"*�	"*�����
2����+ �",��� --�$�n���+�"�
��
2�"
��##�
2"�����\�����-�
������+� �$"�	�����(������2���
2���� -#�"�
�n����������+�"�
���$�#�$�3����� 
2�$���
2�������� �-"*�����,����
 -5�$����v ���"�
���5� ��������$�� 	��3���"	������$��,�$��"
��$����2�"
�2"�+ ��"
*�������$�� 	����"����� $��*�
+�(�"
�����"
��$��������		��"
*� �����*",���,�$��# 5	"+��*�
+�����"$�$�� 	��(������1�������� ���"�� 
�"	�����$�� * ���)��')�����+�
��+�� ���"����+� �$"�	�v ���"�
�3������ ���,������$�v ���"�
�(�#	�����+�		�� $�+ ���-�$�+�
��+��+�
��$������������	������$��LLLMII�MP�PP�3����"
+�$�	�(� �������� �����"����+� �$�

Page 96



������������	
���������
�	����������������������������������� ��	�!�������"�#���"����������$%�&'�(&����'�

�

��� ���)*+,-./-0�1-0,-+/23�-4�25�6,37�89:�;9<=��52.�+>7��?-57+@�A0-3�25�+>7�B2C3�25�D24�E-+24�FG-0AHI?�JKL�MN=OM=;;=NP��I7Q,/.7R�G23+./S,+/234�52.�T/4*-0�U7-.�6,0@�<:�;9;9�V�6,37�89:�;9;<
Page 97



������������	
���������
�	����������������������������������� ��	�!�������"�#���"����������$%�&'�(&����'�

�

)*+,-�./�0.12-123��4-526.1�7�8�9,*1�4:-56/65�;1/.<=*26.1��4-526.1�>�8�?63@�9..,�A52B*<6*,�C*,B*26.1�;1/.<=*26.1

Page 98



������������	
���������
�	����������������������������������� ��	�!�������"�#���"����������$%�&'�(&����'�

�

� )*+,-./�0�1234567842�9:;341�<=>?@ABBCD�EBFGEBHBIF�JKJL<=����MNOP�QRSTUVUT�WPVXYZO[UXP��VXY�[\S�QOVS[]�MNOP��XV�[\S�X̂_P�XV�̀Xa�bO[Xa��cdONMefQ�Wgh�ijklikmmkjn�coONpO[UXP�fO[S�MNOP�Wgh�liqn
Page 99



������������	
���������
�	����������������������������������� ��	�!�������"�#���"����������$%�&'�(&����'�

�����������)����*+�*����� ����������+",������ ��*��-�����
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Page 109



����������	
���������
�	����������������������������������� ��	�!�������"�#���"����������$%�&'�(&����'� �

�����������)����*+�*����� ����������+",������ �� � � � ����������������*�������
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C�C�	@��"�@���+��B"�! �@��� ��!�+* �"��@��)�"�B����A��? +�*��""�����B��+�)+�+���B�@��+��"��"����� ����@A+���+���B���C�	 ��B+"?�����@���"��"�B�+��� ����)����@��)�"�B����������@�	@��"�@��)��B"��@���B�B����� �����@�"��Y��@��@�>�@?����*��>�+����! +? �+"���*��B�>@�W����@�A�"��>���"C�	 ��������@�	@��"�@���+��B�!�"��C(��>�@?������������������������B�!�"��C���>�@?������������@���������(C������@B�@������@A+������ ��>���������A�"���+@"��?����?����@����+@�A������@T+?�"�����@�?��
�+�����+�+�+��������"����+����������������	�@A+����C�	 ��?�A>����B���"����+���!+�������!�� ��>�����?���@�����*+T��������>@��+A+��@����@A+���+���T�����+���!+� ���A�@���>����B�����"�+A�������� ��>�����+�)+�+�+�"C����������BT+"�"��������?��"����!+� �� ��>�����?���@��)���@��)�*+��+�*�� +"�>@�?�""C�

Page 119



����������	
���������
�	����������������������������������� ��	�!�������"�#���"����������$%�&'�(&����'�

�����������)����*+�*����� ����������+",������ ��*�������

�-./01213.40�5.0.��	 ����)���)���!�" �!"���"�66�7�����89:;�<=>?@A�6�6)�7�B�����C���! +D �� +"�E�����+���+"�)�"�B%���� � FGHI�JKL�MKNO� FGHI�JKL�MKNP���C�7��B����7���� Q� &��������� Q� &�����&(���7�R�D��B����7������7�����7+)��+�����7C�"�"� Q� &�S�T�&��� Q� &�T�S�(�T�� � � � ���6)�7����U�6)�7"� � � � �������D�+E�� �� ��� � ��������	7��"��77�B� � �S� � ����������C�7���B� � �� � ����������+7�B� � S�� � S(���V1W0�XY�Z[.WW�\�]̂ 4̂ Y10�-/X_1W1X4W�	 +"�C���� �"�� ���BB+�+��������""���̀����+���7�E+"+��"%�� a� ���b��7�c+������6C��"��+���dc����e�a� ��"�����+7�6������7E+E�7�����!��D��d����e�

Page 120



������������	
���������
�	����������������������������������� ��	�!�������"�#���"����������$%�&'�(&����'��

����������)����*+�*����� ����������+",������ ��*�������

�-./012�3/456�78089:;�<=;:502�� �!��)���!�+"���"�>>�?������ ��>�@�?��A�+�����)����+�"���?�! +B ����?��*��B�� �"�B���?�B��CD���C�"B?+A�+������A?+�B+A���"���C�?C���C��A�+�����A����A?�E+"+��"�+"�+��� �������!+�*�"�B�+������� +"��AA��C+FD��� GHIHJKL�MNOPQ�RHSTHN�UVLHWONX� ���+B�� ���+B�� � � � � �YHSOWNVQZK[\� � � � � � � ��B�+E�"� ]�"� ��� � � � � �	?��"��?"̂��A�?���C� ]�"� ��� � � � � ���B�+E+�*� ]�"� ]�"� � � � � �_����+��#?��A�̀��� � � � � � � �GHIHJKL�aNObK\KOI� � � � � � � �� � � � � � � �_����+��c�?>���� �d�e�'�� �d�e�'�� � � � � ���B+�����B�?+�����E�?�*�� ��� ��� � � � � �c���̂f�C+�+�C� c���� c���� � � � � �� � � � � � � ��>A����������?+)��+�������� (D��d� � � � � � �� � � � � � � �c+�����E�?�*����>A��"��+�����?+�C� ���]��?� ���]��?� � � � � �� � � � � � � ��+B,����E���?�C+�� ]�"� ��� � � � � �� � � � � � � �������C�"�?+���$+"�)+�+��� ����C�?C� ����C�?C� � � � � �� � � � � � � ���C�"�?+���$+"�)+�+��� ����C�?C� ����C�?C� � � � � �� � � � � � � ��?�����+?�>����$��� �_����+�"� � � � � � � �A�+�����������>������ ]�"� ��� � � � � ��('(���?E+E�?�_����+����E��� ��E���&� ��E���&� � � � � ��A�B+��� ]�"� ]�"� � � � � �����?�����g�+?��+* ��?"h� ��� ��� � � � � �� � � � � � � ���"�����+?�>����$��� �_����+�"� � � � � � � ���>A���>� i'��� i'��� � � � � ���?E+E�?�����!��B��g����h� ]�"� ]�"� � � � � �� � � � � � � ����� �d� �d� � � � � �������
Page 121



������������	
���������
�	����������������������������������� ��	�!�������"�#���"����������$%�&'�(&����'�

�����������)����*+�*����� ����������+",������ ��*���������

��� -./0123�4��56789:;<86�=>?785�@ABCDEFFGH�;@I8;@A@<I�JKJI@A���� LMNOPQR�S�TUV�WM�XQYRZ�QR�O[M�\U]̂_̀ L�aMWbPOM�caaadNU]eMfbdNUdgQhi�PR�O[M�jQfTb�URZ��ŶW]PNUOPQRb�bMNOPQR���
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ATTACHMENT 3

Page 123



���������	
������	��������
�	���������������
���������������������  ��!����"��#�"�
�����	$�%
�������&"�	�'()� (*����+	�*���

�

��	���
"����,	�
-	�
�%	
"%����%�.�����/	�%� (*�0*��������
�1������
�
�	�
�-	�
����%	$�%
�����$%	$�%	23���	�$%�4	�
������5�,	����"-	�
�	���,	�
-	�
�%	
"%����%�
��
��	�%���"2�5	�63((�$	%�	�
3�78�9:;�<=9><?�@AB;C9D;A9�E;9>EA�8FE�G@C=<?�H;<E�IJKLMKN�O@88;EC�8EFD�PQJJ�R;E=;A9S�9:;�<=9><?�=FA9E@T>9@FA�E;U>@E;D;A9C�8FE�9:;�REFV;=9;O�W;<EC�X@??�O@88;E�8EFD�9:FC;�C:FXA�<TFB;Q��.�%��22�
�����2	
����%	+�%2��+�
�	����"-$
�������2�-	
��2��"�	2���%�
�	�	�$%�4	�
�����$	��	�%	�	%�
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PREPARED BY: Arn Andrews 
 Assistant Town Manager 
   
 

Reviewed by: Town Manager and Finance Director 
   
 

110 E. Main Street Los Gatos, CA 95030 ● (408) 354-6832 
www.losgatosca.gov 

TOWN OF LOS GATOS                                          

TOWN PENSION AND OPEB TRUSTS 

OVERSIGHT COMMITTEE REPORT 

 

MEETING DATE: 12/03/2019 

ITEM NO: 4 

ADDENDUM 

    

 

DATE:   December 2, 2019 

TO: Town Pension and OPEB Trusts Oversight Committee 

FROM: Laurel Prevetti, Town Manager 

SUBJECT: Receive CalPERS Actuarial Valuations Reports as of June 30, 2018 

 

REMARKS:  

Attachment 4 includes public comment received between 11:01 a.m., Thursday, November 28, 
2019 to 11:01 a.m., Monday, December 2, 2019. 
 
 
Attachments previously received with the December 3, 2019 Staff Report: 
1. CalPERS Annual Valuation Report as of June 30, 2018 – Miscellaneous Plan of the Town of 

Los Gatos 
2. CalPERS Annual Valuation Report as of June 30, 2018 – Safety Plan of the Town of Los Gatos 
3. CalPERS Annual Valuation Report as of June 30, 2018 – PEPRA Safety Police Plan of the 

Town of Los Gatos 
 

Attachment received with this Addendum: 
4. Public comment received between 11:01 a.m., Thursday, November 28, 2019 to 11:01 a.m.,   

Monday, December 2, 2019. 
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ATTACHMENT 4 

Date: December 1, 2019 
 
To:  Mayor and Pension and OPEB Trusts Oversight Committee Members 
 
From:   Terry Duryea, member of Town Council Finance Committee 
 
Subject: Comments on Agenda Item 4 “Receive CALPERs Actuarial Valuations Reports as of June 30, 
2018” and Item 5 “Bartel Associates OPPEB Accounting Information Report as of June 30, 2018” 
 
For your information, at the October 14, 2019 Town Council Finance Committee meeting, the 
Committee reviewed and discussed extensively both Items 4 and 5 
 
To give you greater insight into the Reports, presented in semi-outline form, are 3 key points discussed 
at the Finance Committee meeting 
 
Item 4: Staff Memo Page 2 shows that the PEPRA Safety Plan is 91.6% funded, down from 94.8% 

 This funding percentage is better than the approximately 70% funded for our other plans, BUT 
to see the significance of the 91.6% funded ratio you need to understand history 

o The State set up a separate PEPRA Plan in 2013 to address the high cost of pensions—
i.e. it provided for reduced pension benefits for employees hired after 2012 

o So where are we 5 years after the plan was implemented? 
 During those years we have seen superior stock market performance, BUT 
 The PEPRA pooled Safety Fund that Los Gatos participates in has an unfunded 

liability, i.e. it is 91.4% funded (which has declined from 94.8% in 2017) 
 One reason, although not necessarily the most significant is that CALPERs 

assumes a 2.75% annual payroll raise 

 Therefore, anytime the Town Council approves raises over 2.75%, they 
are authorizing an increase in our unfunded liability 

Conclusion 1:  All the information you, Town Staff, our employees, and Town residents rely on to make 
decisions and make judgements is based on unrealistically optimistic assumptions, methodologies, and 
reporting 
Conclusion 2:  PEPRA will not solve our unfunded pension obligation problem as the Plan is currently 
managed and reported 
 
Item 4: Observations from the 2018 Actuarial Valuation discussed at the Finance Committee meeting 

 Both Misc Plan and Safety Plan are very mature plans which according to the report increases 
the Town’s financial risk significantly 

 Here is information for the Miscellaneous Plan included as Attachment 1 to Item 4: 
o Many more people are collecting their benefits than are contributing into the plan—

here is the information for the Misc Plan: 
 Collecting benefits from the plan 238 
 Contributing to the plan     113 
 Ratio               2.1 to 1 

o 58% of Town’s total pension liability of $121M (per CALPERs) is due to members 
currently receiving benefits 

 Current payout exceeds current annual contributions ($5.9M outflow—$3.4M 
inflow) in 2018 
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 That indicates the fund is being liquidated, and the primary reason for the high 
risk to the Town 

o Imagine what the funding ratio will look like in the next stock market correction—
pension obligations will remain fixed while assets that are being invaded to meet 
current payment obligations decline 

o Unfortunately, that’s not the worst information:  Based on Los Gatos’s risk metrics in 
the Valuation Report, the Report states our risk is expected to get even worse 

Conclusion:  When Staff compares our funding percentages to other communities to justify how well we 
are doing on a relative basis, you should ask them the question “do the comparison cities have the same 
risk profile as Los Gatos”?  And if not, ask for comparisons with cities that have a similar risk profile 
 
Item 4:  Finance Committee discussed the conflict of interest that exists when the Town Staff 
negotiate for their own benefits 

 The following ideas were raised to address this conflict: 
o While the Finance Committee can’t be involved in labor negotiations, possibly this 

Committee could provide input to Town Council as you prepare for labor negotiations 
o It was stated that Palo Alto’s City Council Finance Committee is involved in prepping 

the Palo Alto City Council 
o At the Finance Committee meeting, the Town Manager said she would talk with the 

Town Attorney to see if and how this can be done 
 I have not heard anything further from the Town Manager 

 Budgeting at the top of the pay scale does not help this situation—it’s easier to give raises if one 
budgets at the top of the pay scale, since you don’t have accountability for salaries 

 
Thank you for reading this.  I will be at the meeting to summarize these 3 items and more importantly to 
answer any questions you might have. 
 
Respectfully, 
Terry Duryea 
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PREPARED BY: Arn Andrews 
 Assistant Town Manager 
   
 

Reviewed by: Town Manager and Finance Director 
   
 

110 E. Main Street Los Gatos, CA 95030 ● (408) 354-6832 
www.losgatosca.gov 

TOWN OF LOS GATOS                                          

TOWN PENSION AND OPEB TRUSTS 

OVERSIGHT COMMITTEE REPORT 

 

MEETING DATE: 12/03/2019 

ITEM NO: 5  

 
   

 

DATE:   November 21, 2019 

TO: Town Pension and OPEB Trusts Oversight Committee 

FROM: Laurel Prevetti, Town Manager 

SUBJECT: Receive Bartel Associates, LLC OPEB Accounting Information Report as of the 
June 30, 2018   
 

 

RECOMMENDATION:  

Receive Bartel OPEB Accounting Information Reports as of the June 30, 2018 measurement 
date.   
 
BACKGROUND: 

The Town’s healthcare plan pays all, or a portion of, health insurance premiums for qualified 
retirees and their survivors and dependents.  Healthcare benefits are also referred to as Other 
Post-Employment Benefits or OPEB.  The Town’s healthcare plan is an Internal Revenue Code 
Section 115 Trust which is administered by the Town Pension and OPEB Trusts Oversight 
Committee.  The Oversight Committee is responsible for the management and control of the 
healthcare assets.  The healthcare assets are maintained at CalPERS and invested in the CalPERS 
managed California Employers’ Retiree Benefit Trust (CERBT) Strategy 1. 
 
For the healthcare plan, the Town Pension and OPEB Trusts Oversight Committee retain the 
services of Bartel and Associates to analyze the respective assets and liabilities of the 
Healthcare Plan.  In order for the Town to understand the value of future healthcare benefit 
payments, an actuarial valuation is performed every other year for the healthcare plan with the 
next valuation scheduled for next year.  Annually, Bartel and Associates provides the Town with 
accounting information necessary for the development of the Comprehensive Annual Financial 
Report.  While not a complete actuarial valuation, the Accounting Information Report provides 
useful information regarding the Town’s OPEB Trusts. 
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PAGE 2 OF 2 
SUBJECT:  Receive Bartel Associates, LLC OPEB Accounting Information Report as of the        

June 30, 2018.   

DATE:  November 21, 2019 

 
DISCUSSION: 

Staff has received Accounting Information Report from the Town’s actuary, Bartel and 
Associates.  The measurement date as set forth by GASB 75 is as of June 30, 2018.  The report 
utilizes the June 30, 2017 OPEB actuarial valuation with a 6.75% discount rate which is updated 
and rolled forward to serve as the valuation for the June 30, 2018 measurement date.   
 
The total OPEB liability increased from $24.8 million to $26.3 million as of June 30, 2018.  
However, the Net OPEB liability decreased from approximately $11.2 million as of June 30, 2017 
to $10.1 M as of the June 30, 2018 as a result of an increase in the Fiduciary Net Position from 
the prior year.  The net result is an increase in the funded status for the OPEB plan as of June 
30, 2018 to 61.8% from 54.9%.  The 61.8% funding level brings the Town in the top 20% of 
funded plans based on a recent survey by Bartel and Associates with the average of the survey 
being 24% funded.  A similar survey of 88 California cities completed by the Town’s auditor, 
Badawi and Associates indicated an average funded status of approximately 22% for their OPEB 
plans.   

 
 
It should be noted that the elimination of retiree healthcare benefits prospectively for future 
employees does not impact the 6/30/17 valuation or the 6/30/19 disclosure.  In addition, the 
pre-funding payment of approximately $1,100,000 made in FY 2018/19 will be reflected in next 
year’s valuation.   
 
COORDINATION: 

This report was coordinated with the Town Manager and Director of Finance. 
 

Attachment: 
1. Bartel Associates, LLC OPEB Accounting Information Report as of June 30, 2018 

Measurement Date 
 
 

 June 30, 2018 June 30, 2019 

Total OPEB Liability $24,773,000 $26,321,184 

Fiduciary Net Position 13,608,000 16,265,716 

Net OPEB Liability 
11,165,000 10,055,468 

Funded Status 54.9% 61.8% 
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Town of Los Gatos
Retiree Healthcare Plan

June 30, 2019 GASBS 75
Accounting Information
As of Measurement Date June 30, 2018
Based on the June 30, 2017 Actuarial Valuation

Joseph R. D’Onofrio, Assistant Vice President
Katherine Moore, Associate Actuary
Wai Man Yam, Actuarial Analyst
Bartel Associates, LLC

September 27, 2019

Topic Page

Applicable Dates

Note Disclosures

Required Supplementary Information

Actuarial Certification

Supporting Calculations

Journal Entries

Contents

2

14

19

20

29

1

O:\Clients\Town of Los Gatos\Projects\OPEB\2017\GASBS 75\2019 Disclosure\BA LosGatosTn 19-09-27 GASBS 75 19-06-30 accounting information.pdf

ATTACHMENT 1
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■ Measurement date
■ Measurement period

■ Actuarial valuation date

Update procedures were used to roll forward the Total OPEB Liability from the 
valuation date (June 30, 2017) to the measurement date (June 30, 2018).

Applicable Dates and Periods

Applicable Dates

June 30, 2018

July 1, 2017 to 
June 30, 2018
June 30, 2017

Fiscal Year Ending
June 30, 2019

Town of Los Gatos 1 September 27, 2019

■ Plan type
■ OPEB trust
■ Special funding situation
■ Nonemployer contributing entities No

Plan Information

Note Disclosures

Fiscal Year Ending
June 30, 2019

Agent Multiple Employer
Yes
No

Town of Los Gatos 2 September 27, 2019
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■ Asset Class Component

● Global Equity

● Fixed Income

● TIPS

● Commodities

● REITs

■  Assumed Long-Term Rate of Inflation

■  Expected Long-Term Net Rate of Return, Rounded

*

27%

5%

3%

8%

6.75%

1.29%

0.84%

3.76%

2.75%

The long-term expected real rates of return are presented as geometric means.

Policy target effective on the measurement date (June 30, 2018). Changes to the target 
investment allocation effective October 1, 2018 do not have a significant impact on the 
expected long-term rate of return.

Expected Long-Term Rate of Return

Note Disclosures

Expected Real

4.82%

1.47%

Target Allocation*

 Rate of ReturnCERBT-Strategy 1

57%

Town of Los Gatos 3 September 27, 2019

■ Inactives currently receiving benefits
■ Inactives entitled to but not yet receiving benefits
■ Active employees
■ Total 325                   

50                     

Note Disclosures

At June 30, 2018, the measurement date, the following numbers of 
participants were covered by the benefit terms:

Covered Participants

Number of
Covered

Participants
126                   

149                   

Town of Los Gatos 4 September 27, 2019
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■ Total OPEB Liability (TOL)
■ Fiduciary Net Position (FNP)

■ Net OPEB Liability (NOL)
■ Funded status (FNP/TOL)

13,608,000                  

6/30/19

10,055,468                  11,165,000                  
61.8%54.9%

6/30/18

26,321,184$                
16,265,716                

6/30/18

6/30/17

24,773,000$                

Measurement DateMeasurement Date

Fiscal Year Ending

Note Disclosures

Net OPEB Liability/(Asset)

Town of Los Gatos 5 September 27, 2019

■  

■  Changes for the year
● Service Cost
● Interest
● Changes of benefit terms
● Actual vs. expected experience
● Assumption changes
● Contributions - employer*
● Contributions - employee
● Net investment income**
● Benefit payments*
● Administrative expenses***

■  Net Changes
■  

* See the measurement period column on page 20 for details.
** Includes an adjustment of -$296 for removing rounding dollars to thousands.
*** $9,000 healthcare administrative expenses (page 20) plus $25,261 CERBT trust 

administrative expenses (page 26).

11,165,000$ 

26,321,184$ 16,265,716$ 10,055,468$ 

-                

-                (34,261)         

-                -                

1,706,270     

-                -                

-                
-                2,935,313     

(6/30/18 measurement date)
Balance at 6/30/19

Note Disclosures

Changes in Net OPEB Liability/(Asset)

Balance at 6/30/18

Net OPEB
Liability

-                

(1,109,532)    

1,168,227     

2,657,716     

1,168,227     

24,773,000$ 

Total OPEB 
Liability

Fiduciary Net 
Position

-               -                

(6/30/17 measurement date)
13,608,000$ 

-                

1,706,270     
-               -                -                

-                

-                1,082,977     (1,082,977)    

(2,935,313)    

1,548,184     
34,261          

(1,326,313)    (1,326,313)    -                

Town of Los Gatos 6 September 27, 2019
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■ 

■ Net OPEB Liability

■ 

■ Net OPEB Liability

Sensitivity of Net OPEB Liability/(Asset)

1% Decrease
(5.75%)

Current Rate
(6.75%)

1% Increase
(7.75%)

Discount Rate

Note Disclosures

7,459,605$          10,055,468$        12,779,309$        

Changes in the Discount Rate

Changes in the Healthcare Trend Rate

Healthcare Trend Rate

1% Decrease Current Trend 1% Increase

13,482,106$        10,055,468$        7,226,415$          

Town of Los Gatos 7 September 27, 2019

■ OPEB Expense*

* See page 25 for OPEB expense detail, which is not required disclosure.

OPEB Expense for Fiscal Year

2018/19

1,883,013$      

Note Disclosures

2017/18
Measurement Period

Town of Los Gatos 8 September 27, 2019
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■ 

■ Changes in assumptions
■ 

■ 

■ Total

* See page 20 for details.

Deferred Outflows/Inflows Balances at June 30, 2019

Note Disclosures

June 30, 2019

Deferred 
Outflows of 
Resources

Deferred
Inflows of 
Resources

-$                         -$                         
Differences between expected and actual 
experience

Net difference between projected and 
actual earnings on plan investments
Employer contributions made 
subsequent to the measurement date*

2,406,636            358,232               

-                           -                           

-                           358,232               

2,406,636            -                           

Town of Los Gatos 9 September 27, 2019

■ 2020
■ 2021
■ 2022
■ 2023
■ 2024
■ Thereafter

Recognition of Deferred Outflows and Inflows of Resources

Note Disclosures

in Future OPEB Expense

(108,058)      $                 
(108,058)                         

(33,058)                           

-                                   
-                                   

Deferred
Outflows/(Inflows)

of ResourcesFYE June 30

(109,058)                         

Town of Los Gatos 10 September 27, 2019
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■ ■ 
■ ■ 

■ 
■ ■ 

■ 
■ 
   

■ ■ 
■ ■ 

■ ■ Mortality Improvement Post-retirement mortality projected fully 
generational with Scale MP-2017

6.75% at June 30, 2018

June 30, 2017Actuarial Valuation Date
Contribution Policy Pre-funded through CERBT with the Strategy 1 

asset allocation.

General Inflation
Mortality, Retirement, 
Disability, Termination

6.75% at June 30, 2017

2.75% annually
CalPERS 1997-2015 Experience Study

Expected Town contributions projected to keep 
sufficient plan assets to pay all benefits from trust

Discount Rate and
Long-Term Expected 
Rate of Return on Assets

Town contributes at least the ADC

Actuarial Assumption June 30, 2018 Measurement Date

Note Disclosures

Significant Actuarial Assumptions Used for Total OPEB Liability

Town of Los Gatos 11 September 27, 2019

■ ■ 
■ 

■ ■ 

■ 

■ ■ 

■ 

■ 

Note Disclosures

Significant Actuarial Assumptions Used for Total OPEB Liability

Actuarial Assumption June 30, 2018 Measurement Date

Medicare - 6.5% for 2019, decreasing to an 
ultimate rate of 4.0% in 2076

Salary Increases Aggregate - 3% annually
Merit - CalPERS 1997-2015 Experience Study
Non-Medicare - 7.5% for 2019, decreasing to an 
ultimate rate of 4.0% in 2076

Medical Trend

Waived Retirees:
• < 65 - 20% elect at 65
• ≥ 65 - 0%

Retirees with sick leave conversion accounts will 
continue to participate after account exhausted

Participation at 
Retirement

Actives:
• Insurance Program - 100%
• Cash Allocation Program - 90%

Town of Los Gatos 12 September 27, 2019
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■ ■ 
■ ■ 

Changes Since June 30, 2017 Measurement Date

June 30, 2018 Measurement Date
Changes of assumptions None

Note Disclosures

Changes of benefit terms Plan benefits were changed for hires after the 
measurement date.  This does not impact the 
6/30/17 valuation or the 6/30/19 disclosure.

Town of Los Gatos 13 September 27, 2019

■ Changes in Total OPEB Liability
● Service Cost
● Interest
● Changes of benefit terms
● Actual vs. expected experience
● Assumption changes
● Benefit payments 

■ Net Changes
■ Total OPEB Liability (beginning of year)
■ Total OPEB Liability (end of year)

1,706,270        

-                   

1,168,227$      

26,321,184      
24,773,000      

-                   
(1,326,313)       
1,548,184        

-                   

2018/19

2017/18
Measurement Period

Schedule of Changes in Net OPEB Liability/(Assets) and Related Ratios

Required Supplementary Information

Town of Los Gatos 14 September 27, 2019
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■ Changes in Plan Fiduciary Net Position
● Contributions - employer
● Contributions - employee
● Net investment income
● Benefit payments 
● Administrative expenses
● Other changes

● Net Changes
■ Plan Fiduciary Net Position (beginning of year)

■ Plan Fiduciary Net Position (end of year)

2017/18

Schedule of Changes in Net OPEB Liability/(Assets) and Related Ratios

2,657,716        

1,082,977        

Required Supplementary Information

(1,326,313)       
(34,261)            

2018/19
Measurement Period

2,935,313$      
-                   

13,608,000     

16,265,716      

-                  

Town of Los Gatos 15 September 27, 2019

■ 
■ 

■ 
■ 

* For the 12-month period ending on June 30, 2018 (Measurement Date).

Schedule of Changes in Net OPEB Liability/(Assets) and Related Ratios

Required Supplementary Information

2018/19

Fiduciary Net Position as a percentage of the 
Total OPEB Liability

Covered employee payroll*
Net OPEB Liability as a percentage of covered 
employee payroll

Net OPEB Liability/(Asset)

61.8%

10,055,468$    

16,192,060      

62.1%

Town of Los Gatos 16 September 27, 2019
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■ 
■ 

■ 
■ 
■ 

* See page 20 for details.

** For the 12-month period ending on June 30, 2019 (fiscal year end).

Schedule of Employer Contributions

Fiscal Year 
2018/19

Actuarially Determined Contribution (ADC) 2,108,000$      

Required Supplementary Information

Covered employee payroll** 17,338,201      
Contributions as a percentage of covered 
employee payroll

13.9%

Contributions in relation to the actuarially 
determined contribution*
Contribution deficiency/(excess) (298,636)          

2,406,636        

Town of Los Gatos 17 September 27, 2019

■ ■ 
■ ■ 
■ ■ 
■ ■ 

■ ■ 

■ ■ 

■ ■ 
■ ■ 

■ 

■ ■ 
■ ■ 

Methods and Assumptions for 

Required Supplementary Information

Notes to Schedule of Employer Contribution

Valuation Date June 30, 2017
Actuarial Cost Method Entry Age Normal, Level % of pay

2018/19 Actuarially Determined Contribution

Discount Rate 6.75%

Amortization Method Level % of pay
Amortization Period 20-year fixed period for 2018/19

Asset Valuation Method Investment gains and losses spread over 5-year 
rolling period

Mortality Improvement Post-retirement mortality projected fully 
generational with Scale MP-2017

General Inflation 2.75%
Medical Trend Non-Medicare - 7.5% for 2019, decreasing to an 

ultimate rate of 4.0% in 2076
Medicare - 6.5% for 2019, decreasing to an 
ultimate rate of 4.0% in 2076

Mortality CalPERS 1997-2015 experience study

Town of Los Gatos 18 September 27, 2019
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Katherine Moore, ASA, MAAA
Associate Actuary
Bartel Associates, LLC
September 27, 2019

To the best of our knowledge, this report is complete and accurate and has been conducted using generally accepted actuarial 
principles and practices. Additionally, in our opinion, actuarial methods and assumptions comply with GASBS 75. As members 
of the American Academy of Actuaries meeting the Academy Qualification Standards, we certify the actuarial results and 
opinions herein.

Respectfully submitted,

This report presents Town of Los Gatos Retiree Healthcare Plan 2018/19 disclosure under Governmental Accounting Standards 
Board Statement No. 75 (GASBS 75). The Journal Entries in this report are provided for the Town's convenience and are not an 
actuarial communication and this actuarial certification does not apply to them.

The report provides information intended for reporting under GASBS 75, but may not be appropriate for other purposes. 
Information provided in this report may be useful to the Town for the Plan’s financial management. The total OPEB liability has 
been calculated from the June 30, 2017 actuarial valuation. Future valuations may differ significantly if the Plan’s experience 
differs from our assumptions or if there are changes in Plan design, actuarial methods, or actuarial assumptions. The project 
scope did not include an analysis of this potential variation.

The June 30, 2017 valuation is based on Plan provisions and participant data provided by the Town, and asset information, all of 
which we relied on and did not audit. We reviewed the census data for reasonableness. Additional information on participants 
included in the valuation and actuarial assumptions can be found in the June 30, 2017 funding actuarial valuation report. As the 
actuary, Bartel Associates has recommended the assumptions used in this report, and we believe they are reasonable.

Actuarial Certification

Joseph R. D’Onofrio, FSA, EA, FCA, MAAA
Assistant Vice President
Bartel Associates, LLC
September 27, 2019

Town of Los Gatos 19 September 27, 2019

■  

■  

■  

■  

■  

■  

■  

■  

Measurement period (7/1/17 to 6/30/18): $2,935,313

Fiscal year (7/1/18 to 6/30/19): $2,406,636

Total benefit payments

Trust reimbursements

Benefit payments paid outside of trust

Administrative expenses paid outside of trust

Trust contributions

1,326,313       1,298,623       1,326,313       

Total employer contributions 2,935,313       2,406,636       2,935,313       

9,000              
1,600,000       1,100,000       1,600,000       

9,000              8,013              

Employer Contributions

Supporting Calculations

1,138,313$     
188,000          194,598          188,000          

Measurement 
Period

Measurement 
Date to FYE

Prior 
Measurement 
Date to Prior 

FYE

7/1/17 to 
6/30/18

7/1/18 to 
6/30/19

Same as 
Measurement 

Period

Cash benefit payments

Implied subsidy benefit payments
1,138,313$     1,104,025$     

1,326,313       1,298,623       1,326,313       
-                 -                 -                 

Town of Los Gatos 20 September 27, 2019
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-             -            

-             -            

Initial Amt

                     -   

                     -   

Deferred Balances
June 30, 2019

Outflows (Inflows)

-             -            -        -        -        -        -        17/18           -   -        -        

Differences between Expected and Actual Experience
Recognition of Deferred Outflows/Inflows at June 30, 2019

Supporting Calculations

-        -        

Initial 
Recog 
Period

Amount Recognized in OPEB Expense for FY

18/19 19/20 23/24 24/25+20/21 22/23

-        18/19           -   -        -        -        

Fiscal 
Year 21/22

-        

Total -        -        -        -        -        -        -        

Town of Los Gatos 21 September 27, 2019

-             -            

-             -            

-             -            

Initial Amt

                     -   

                     -   

Deferred Balances
June 30, 2019

Outflows (Inflows)

17/18           -   -        -        -        -        -        -        -        

Recognition of Deferred Outflows/Inflows at June 30, 2019

Supporting Calculations

Changes of Assumptions

-        

19/20 20/21 21/22 22/23 23/24

Initial 
Recog 
Period

Amount Recognized in OPEB Expense for FY

18/19 24/25+

18/19           -   -        -        

Fiscal 
Year

-        -        -        -        

Total -        -        -        -        -        -        -        

Town of Los Gatos 22 September 27, 2019
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Calculation of initial amount for 2018/19 (2017/18 measurement period)
Projected earnings on investments of $917,687 (page 26), less         
Actual earnings on investments of $1,082,977 (net investment income, page 15)          

-                   (226,000)         

-                   (132,232)         

-                   (358,232)         

Initial Amt

                 (376,000)

                 (165,290)

Deferred Balances
June 30, 2019

Outflows (Inflows)

-            -            -            17/18              5.0 (75,000)     (75,000)     

Recognition of Deferred Outflows/Inflows at June 30, 2019
Projected Versus Actual Earnings on Investments

Supporting Calculations

-            -            

Initial 
Recog 
Period

Amount Recognized in OPEB Expense for FY

18/19 19/20 23/24 24/25+20/21 22/23

(33,058)     

(75,000)     

18/19              5.0 (33,058)     (33,058)     (33,058)     

Fiscal 
Year 21/22

(33,058)     

(76,000)     

-             (358,232)            Net Deferred Outflows/(Inflows)

Total (108,058)    (108,058)    (108,058)    (109,058)    (33,058)     -            -            

Town of Los Gatos 23 September 27, 2019

■ 

■ 

■ 

■ 

Thereafter
19/20 20/21 21/22 22/23

Differences 
between 
Expected and 
Actual 
Experience

Changes of 
Assumptions

Projected 
Versus Actual 
Earnings on 
Investments

Total

24/25+

-$             

-           

-           

23/24

-$             

-           

-           

(108,058)  (108,058)  (109,058)  (33,058)    

-$             

-           -           -           -           

-           -           

Supporting Calculations

Recognition of Deferred Outflows/Inflows in Future OPEB Expense

(108,058)  (108,058)  (109,058)  (33,058)    

-$             -$             -$             

Town of Los Gatos 24 September 27, 2019
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■ Service Cost
■ Interest on Total OPEB Liability
■ Projected earnings on investments
■ Employee contributions
■ Administrative expense
■ Changes of benefit terms
■ Recognition of deferred outflows/(inflows)
● Experience
● Assumptions
● Asset returns

■ OPEB Expense

Components of GASBS 75 OPEB Expense

-                   

2017/18

Supporting Calculations

1,883,013        

2018/19

1,168,227$      
1,706,270        
(917,687)          

-                   
(108,058)          

-                   
34,261             

-                   

Measurement Period

Town of Los Gatos 25 September 27, 2019

■ 

■ 
■ 
■ 
■ 
■ 

* Reflects trust activity only.

Components of GASBS 75 OPEB Expense

-                       6.75% 0% -                       

Calculation of Projected Earnings on Investments*

Employer contributions 1,600,000            6.75% 0% -                       

Fiduciary Net Position
(beginning of year)

13,608,000$        6.75% 100% 918,540$             
Dollar Amount

Expected 
Return

Portion of 
Year

Projected 
Earnings

Supporting Calculations

-                       

Administrative expenses (25,261)                6.75% 50% (853)                     
Benefit payments
Employee contributions -                       6.75% 0%

Projected earnings 917,687               

Town of Los Gatos 26 September 27, 2019
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■ 
■ 
■ 
■ 
■ 
■ 

100%
1,168,227            6.75% 100%

Components of GASBS 75 OPEB Expense

Portion of 
Year

Supporting Calculations

Calculation of Interest on Total OPEB Liability

Interest
Dollar

Amount
Discount 

Rate

Total interest

24,773,000$        6.75%

Benefit payments

1,672,178$          
78,855                 

(44,763)                (1,326,313)           6.75% 50%

Total OPEB Liability
Service Cost

1,706,270            

Changes of benefit terms
Assumption changes

-                       6.75% 0% -                       
-                       6.75% 0% -                       

Town of Los Gatos 27 September 27, 2019

■ Total OPEB Liability
■ Fiduciary Net Position
■ Net OPEB Liability
■ Deferred inflows of resources
■ Deferred (outflows) of resources

■ Balance Sheet

Check:

■ Balance Sheet 6/30/18
● OPEB Expense
● Employer Contributions*

■ Balance Sheet 6/30/19

* See the measurement period column on page 20 for details.

GASBS 75 Balance Equation

Supporting Calculations

6/30/17 6/30/18

24,773,000$        26,321,184$        

Fiscal Year Ending
6/30/18 6/30/19

Measurement Date Measurement Date

10,413,700          
(2,935,313)           
1,883,013            

11,466,000          10,413,700          

11,466,000$        

-                     -                      

13,608,000         16,265,716         
11,165,000         10,055,468         

301,000             358,232               

Town of Los Gatos 28 September 27, 2019
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■  

■  
■  
■  

■  

Check

Active employee health care costs - (implied subsidy 
payments 7/1/18 to 6/30/19)

OPEB Expense - (for contributions paid 7/1/18 to 
6/30/19)

-                

-                

(194,598)       

(2,212,038)    

(5,341,949)  5,341,949   

-$              

(2,935,313)    

-                

Employer Contributions

Journal Entries

The entries below assume cash benefit payments, Trust contributions, and 
administrative expenses have been charged to OPEB Expense when paid, and that no 
accounting entries have been made for the current year implied subsidy payment, 
which is recorded as a reduction to active employee health care costs. See page 20 for 
details.

Following records the impact of employer contributions as deferred outflows of 
resources and as a reduction to Net OPEB Liability.

Debit (Credit)
Net OPEB Liability - (for Contributions paid 7/1/17 to 
6/30/18)

 Deferred Outflow - 7/1/17 to 6/30/18 contributions
 Deferred Outflow - 7/1/18 to 6/30/19 contributions

2,935,313$   

-                

2,406,636     

Town of Los Gatos 29 September 27, 2019

Following records the impact of current year OPEB expense

■ Deferred Outflows*
■ Deferred Inflows**
■ OPEB Expense/Credit
■ Net OPEB Liability

Check

* See page 32 ('Subtotal' row) for details.
** See page 33 for details.

Summary Journal Entries - OPEB Expense

Journal Entries

Debit (Credit)
-$                     -$                     
-                       (57,232)                

1,883,013            -                       
-                       (1,825,781)           

1,883,013           (1,883,013)          

Town of Los Gatos 30 September 27, 2019
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■  

■  Deferral: Changes of assumptions
■  

■  Net OPEB Liability (NOL)
■  Contributions after the Measurement Date
■  Net Impact

Check:

■  Total OPEB expense/(income) for FYE 2019

8,007,064         -                    

Debit (Credit)

-$                  -$                  

2,406,636         
(10,055,468)      

-                    

10,413,700       (10,413,700)     

1,883,013         -                    

Deferral: Net differences between projected and 
actual earnings on plan investments

-                    

Journal Entries

Ending Balances at June 30, 2019

-                    -                    

-                    (358,232)           

Deferral: Differences between expected and actual 
experience

Town of Los Gatos 31 September 27, 2019

■  

■  

■  

■  

■  

■  

Detail for page 30

Reconciliation of Deferred Outflows

Journal Entries

Opening
Balance -

Debit

Journal
Entry -
Debit

Journal
Entry -
(Credit)

Ending
Balance -

DebitDeferred Outflows

Change in assumptions -                -                -                -                

Differences between actual and 
expected experience -$              -$              -$              -$              

Subtotal - actuarial deferrals -                -                -                -                

Differences between projected and 
actual earnings on plan investments -                -                -                -                

Total Deferred Outflows

Contributions after the Measurement 
Date 2,935,313     2,406,636     (2,935,313)    2,406,636     

2,935,313     2,406,636     (2,935,313)    2,406,636     

Town of Los Gatos 32 September 27, 2019
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■  

■  

■  

■  

Journal Entries

Reconciliation of Deferred Inflows

Deferred Inflows

Opening
Balance -
(Credit)

Journal
Entry-

(Credit)

Journal
Entry -
Debit

Ending
Balance -
(Credit)

Detail for page 30

Change in assumptions -             -             -             -             

Differences between actual and 
expected experience -$           -$           -$           -$           

(57,232)      -             (358,232)    

Differences between projected and 
actual earnings on plan investments (301,000)    (57,232)      -             (358,232)    

Total Deferred (Inflows) (301,000)    

Town of Los Gatos 33 September 27, 2019

■ Total OPEB (Liability)
■ Fiduciary Net Position

■ Net OPEB (Liability)/Asset
■ Deferred (inflows) of resources
■ Deferred outflows of resources

■ Balance Sheet Impact

Deferred Outflows include contributions after the measurement date.

Reconciliation of Deferred Outflows/(Inflows)

Journal Entries

Fiscal Year Ending
6/30/18 6/30/19

Measurement Date Measurement Date

Summary of Balances

(8,530,687)           (8,007,064)           

(11,165,000)         (10,055,468)         
(301,000)              (358,232)              

2,935,313            2,406,636            

6/30/17 6/30/18

(24,773,000)$       (26,321,184)$       
13,608,000          16,265,716          

Town of Los Gatos 34 September 27, 2019

Page 174



 

PREPARED BY: Arn Andrews 
 Assistant Town Manager 
   
 

Reviewed by: Town Manager and Finance Director 
   
 

110 E. Main Street Los Gatos, CA 95030 ● (408) 354-6832 
www.losgatosca.gov 

TOWN OF LOS GATOS                                          

TOWN PENSION AND OPEB TRUSTS 

OVERSIGHT COMMITTEE REPORT 

 

MEETING DATE: 12/03/2019 

ITEM NO: 6  

 
   

 

DATE:   November 21, 2019 

TO: Town Pension and OPEB Trusts Oversight Committee 

FROM: Laurel Prevetti, Town Manager 

SUBJECT: Adopt Proposed Revisions to the Town of Los Gatos IRS Section 115 Pension 
Trust and California Employers’ Retiree Benefit Trust (CERBT) Investment 
Policy 

 

RECOMMENDATION:  

Adopt Proposed Revisions to the Town of Los Gatos IRS Section 115 Pension Trust and 
California Employers’ Retiree Benefit Trust (CERBT) Investment Policy. 
 
BACKGROUND: 

At its November 7, 2017 meeting, the Town Council reviewed and discussed the IRS Section 115 
Trust governance.  At the conclusion of the meeting, the Town Council established the Town 
Council as an Oversight Committee for the Town of Los Gatos IRS Section 115 Pension Trust and 
CERBT and adopted an Investment Policy for the Trusts (Attachment 1). 
 
At its December 18, 2019 meeting, the Town Pension and OPEB Trusts Oversight Committee 
adopted revisions to the Investment Policy to reflect that the “purpose” of the 115 pension 
funds is for “long-term capital accumulation and appreciation, additional discretionary 
payments (ADPs), and pension contribution management strategies. “ 
 
DISCUSSION: 

The current proposed revisions to the Investment Policy include simplifying the Title of the 
Investment Policy, acknowledging the closure of the PARS 115 pension trust, identifying the 
Town’s participation in the CalPERS California Employers’ Pension Prefunding Trust (CEPPT), 
and stating that the OPEB actuarial valuations occur biennially (Attachment 2).  
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PAGE 2 OF 2 
SUBJECT: Investment Policy Updates 
DATE:  November 21, 2019 
 
 
CONCLUSION: 

Approval of the recommended updates will bring the Investment Policy in conformity with 
practice and reflect current trust providers. 
 
COORDINATION: 

This report was coordinated with the Town Manager and Director of Finance. 
 

Attachments: 
1. Existing Town of Los Gatos IRS Section 115 Pension Trust and California Employers’ Retiree 

Benefit Trust (CERBT) Investment Policy 
2. Town of Los Gatos IRS Section 115 Trust and OPEB Trust Investment Policy (redlined) 
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ATTACHMENT 2 

 

 

 

COUNCIL POLICY MANUAL 
 

 
TITLE: Town of Los Gatos IRS Section 115 Pension Trust 
and OPEB Trust and California Employers’ Retiree Benefit 
Trust(CERBT) Investment Policy  

 
POLICY NUMBER: 4-04 

EFFECTIVE DATE: 11/7/17 
 

PAGES: 3 

ENABLING ACTIONS: 2017-062 
 

REVISED DATES: 12/18/2018 

APPROVED: 
 

 
PURPOSE 
 

The Town of Los Gatos (the "Town") has established the Town of Los Gatos IRS Section 115 Trusts for 
both pension and other post-employment benefits (OPEB).  The Ppension Ttrust (the "115 Pension 
Trust") is administered by the CalPERS California Employers’ Pension Prefunding Trust (the “CEPPT”) and 
the OPEB trust is administered by the California Employers’ Retiree Benefit Trust (the “CERBT”), 
collectively the “115 Trusts”,. The 115 Trusts in order to  provide for funding of pension, retiree health 
and other post-employment benefits for the City's eligible retirees.  The CEPPT 115 Pension Trust acts as 
an additional investment vehicle for the overall funding of pension liabilities associated with the Town’s 
Miscellaneous and Safety Pension Plans (the “Pension Plans”).  Funds in the 115 Pension Trust may be 
used for long-term capital accumulation and appreciation, additional discretionary payments (ADPs), 
and pension contribution management strategies.  The CERBT is the single investment vehicle for the 
Town’s OPEB Plan (“OPEB Plan”). The Town has established the 115 Trusts Oversight Committee (the 
“Oversight Committee") to oversee the assets of the 115 Trusts and to perform the duties and 
responsibilities set forth in this Investment Policy (IP). 
 

COMPOSITION 
 
The membership of the Oversight Committee is composed of the entire Town Council.  
 

FIDUCIARY DUTIES AND RESPONSIBILITIES 
 

1. The Oversight Committee has exclusive control of the investments of the 115 Trusts.  The 
Oversight Committee will manage the funds under the Trusts: 

 
a) solely in the interest of, and for the exclusive purposes of providing for funding of 
benefits for participants and their beneficiaries, minimizing employer contributions 
thereto, and defraying reasonable expenses of administering the Trusts; 
 
b) with the care, skill, prudence and diligence under the circumstances then prevailing 
that a prudent person acting in a like capacity and familiar with these matters would use 
in the conduct of an enterprise of a like character and with like aims; and 

Small Town Service Community Stewardship Future Focus 
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TITLE: Town of Los Gatos IRS Section 115 Pension 
Trust and OPEB Trust and California Employers’ 
Retiree Benefit Trust(CERBT) Investment Policy 
  

PAGE: 
2 of 3 

 

POLICY NUMBER: 
4-04 

 
 
c) by diversifying the investments of the Trusts so as to minimize the risk of loss and to 
maximize the rate of return, unless under the circumstances it is clearly prudent not to 
do so. 

 
2. The work of the Oversight Committee shall be consistent with written statement of Investment 

Policy (i.e., this Investment Policy for the Trusts).  At least once every three years, the Oversight 
Committee will evaluate the appropriateness of the Investment Policy and, based on such 
evaluation, either confirm the tenets of the Investment Policy as then in effect, or amend the 
115 Trusts Investment Policy as appropriate.  The Investment Policy must include the following: 

 
a) document investment objectives, performance expectations and investment 
guidelines for assets under the Trusts; 
 
b) establish an appropriate investment strategy for managing all assets under the Trusts, 
including an investment time horizon, risk tolerance ranges and asset allocation to 
provide sufficient diversification and overall return over the long-term time horizon of 
the Trusts; and 

 
d) establish periodic performance reporting requirements that will effectively monitor 
investment results and ensure that the investment policy is being followed. 

 
INVESTMENT OBJECTIVES 
 

1. The primary objective of the 115 Trusts investment portfolios is to satisfy the Pension Plans and 
OPEB Plan obligations to pay benefits to members and their beneficiaries.  To do so, the 115 
Trusts will seek to achieve long-term net returns in excess of the actuarial investment return 
assumption while maintaining a reasonable level of investment risk.  

 
2. The funds will be managed as an ongoing concern with a long-term investment horizon, 

consistent with demographic profile of the members and beneficiaries of the plans. 
 

3. A range of risks will be managed in connection with the trusts, with an emphasis on the 
following:  

 
a) The impact of the investment decisions on the funded status of the plans and the 
resulting volatility of contributions.  

b) Risk of loss of plan assets.  

 
4. In determining the investment strategies of the 115 Trusts, various factors will be considered 

including, but not limited to:  
 

a) The structure and duration of the Pension Plans and OPEB Plan liabilities.  

b) Modern Portfolio Theory.  

c) The liquidity needs of Pension Plans and OPEB Plan.  
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TITLE: Town of Los Gatos IRS Section 115 Pension 
Trust and OPEB Trust and California Employers’ 
Retiree Benefit Trust(CERBT) Investment Policy 
  

PAGE: 
3 of 3 

 

POLICY NUMBER: 
4-04 

 
 

INVESTMENT STRATEGY/ASSET ALLOCATION 
 
The Oversight Committee has delegated the investment management function to third parties.  These 
third parties offer multiple asset allocation options with varying degrees of risk return profiles.  The 
Oversight Committee has the sole discretion to select the asset allocation which best aligns with the 
aforementioned fiduciary standards and investment objectives.  
 
The Oversight Committee will review the selected asset allocations annually.  However, the Oversight 
Committee can review the current asset allocation selections at any time in light of market conditions.   
 

MONITORING AND REPORTING 
 

1. Monitor the 115 Trusts investment managers on an ongoing basis and may be terminated by 
Oversight Committee at any time due to performance or other developments that call into 
question the investment manager’s ability to continue to effectively manage assets of the 115 
Trusts. 

 

2. Review and assess the performance of any Investment Manager(s) appointed by the Oversight 
Committee to perform services related to the Trusts quarterly. 

 

3. Measure and evaluate the annual and quarterly performance of investment managers relative 
to appropriate long-term performance benchmark. 
 

4. Measure and evaluate annual and quarterly fees. 
 

5. Review quarterly cash flow statements associated with the Trusts. 
  

6. Review the actuarial pension evaluations annually.  
 

7. Review the actuarial OPEB evaluation biennially.  
 

8. Monitor compliance with this Investment Policy for the Trusts. 

 
APPROVED AS TO FORM: 
 
      
Robert Schultz, Town Attorney 
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