AGENDA

INVESTMENT AND FINANCE COMMITTEE MEETING
LEUCADIA WASTEWATER DISTRICT
Tuesday, April 29, 2025 — 2:30 p.m.

1960 La Costa Avenue, Carlsbad, CA 92009

Ref: 25-9112

Call to Order

Roll Call

Public Comment

CalPERS Pension & OPEB Updates. (Pages 2-10)

Information Items
None.

Directors’ Comments
General Manager’'s Comments

Adjournment



MEMORANDUM

Ref. 25-9115
DATE: April 24, 2025
TO: Investment & Finance Committee
FROM: Paul J. Bushee, General Manage

SUBJECT: CalPERS Pension & OPEB Upc¢

RECOMMENDATION:
This item is presented for information purposes only.

DISCUSSION:
Staff will present two financial items at the upcoming April 29, 2025 meeting:

1) Actuarial Valuations of LWD’'s Pension Plan

LWD employees participate in a defined benefit pensions plan administered by the California
Public Employees’ Retirement System (CalPERS). An actuarial valuation of the LWD’s pension
is required every year to determine its pension liability. CalPERS publishes two actuarial reports
in August every year for LWD: one report is for Classic members (employees hired before Jan. 1,
2013) and the other is for PEPRA members (employees hired after Jan. 1, 2013). LWD currently
has 8 employees on the Classic plan and 12 PEPRA members.

This financial update item presents the results of the most recent CalPERS actuarial valuation.
Based on this most recent report, the District's total Net Pension Liability is $5,551,647. The
District’s Plan Fiduciary Net Position (investments managed by CalPERS) of $17,542,582 were
less than the District’s Pension liability of $23,094,229.

Excerpts from the latest Classic and PEPRA actuarial valuation reports are attached. The first
page highlights the District’s required payments for fiscal year 2026; the second shows the funded
status as of June 30, 2023; and the last page shows the additional discretionary payment options.
The Board previously approved a 10-year discretionary payment plan in fiscal year 2019. The full
reports are available on CalPERS’ website or from staff upon request. Staff will present an
overview of the pension plan actuarial valuation.

2) Actuarial Valuation of LWD’s Retiree Health Program

LWD is a member of CalPERS Health, which requires employers contribute to health benefits of
all qualified retirees if they elect to continue CalPERS health coverage. In February 2009, the
Board approved the establishment of a trust through California Employees’ Retiree Benefit Trust
(CERBT) to fund these future costs.

A full actuarial valuation of the District’s retiree health program is required every two years to
determine LWD's Other Postemployment Benefits (OPEB) liability. In the off years, the valuation
is rolled forward, making minor changes to the valuation to reflect updated information. In March
2023, LWD staff contracted with Actuarial Retirement Consulting, Inc. to perform the required



actuarial valuation for June 30, 2024 (measured at June 30, 2023) and roll-forward for June 30,
2025 (measured at June 30, 2024).

This financial update item, which is a fiscal year 2025 tactical goal, presents the results of this
recent actuarial valuation roll-forward. Based on this most recent report, the District's Net OPEB
Asset is $63,596. The District’s plan fiduciary net position [investments managed by the California
Employees’ Retiree Benefit Trust (CERBT)] of $609,778 were greater than the District's OPEB

liability of $546,182.
An excerpt from Actuarial Retirement Consulting, Inc.’s actuarial valuation roll-forward report is

attached. The full report is available upon request. Staff will present an overview of the OPEB
actuarial valuation.

reg:PB

Attachments (3)



CalPERS Actuarial Valuation - June 30, 2023
Miscellaneous Plan ofthe Leucadia Wastewater District
CalPERS ID: 6826615640

Re

red E ¢ yer “onir uti 1s

The required employer contributions in this reportdo not reflect any cost sharing arrangementbetween the agency and the

employees.
Fiscal Year
Required Employer Contributions 2025-26

Employer Normal Cost Rate 17.39%
Plus
Unfunded Accrued Liability (UAL) Contribution Amount? $453,122

Paid either as _

1) Monthly Payment $37,760.17

Or
2) Annual Prepayment Option* $438,460

The total minimum required employer contribution is the sum of the Plan's Employer Normal Cost Rate
(expressed as a percentage ofpayroll and paid as payroll is reported) and the Unfunded Accrued Liability (UAL)
Contribution Amount(billed monthly (1) or prepaid annually(2) in dollars).

* Only the UAL portion of the employer contribution can be prepaid (which must be received in full no later
than July 31).

Fo see the following page.

Fiscal Year Fiscal Year
Development of Normal Cost as a Percentage of Payroll 2024-25 2025-26
Base Total Normal Costfor Formula 24.32% 24.39%

Surcharge for Class 1 Benefits?
a) FAC 1 0.82% 0.83%
Plan's Total Normal Cost 25.14% 25.22%
Offset Due to Employee Contributions? 7.81% 7.83%
EmployerNormal Cost 17.33% 17.39%

' The required payment on amortization bases does not take into account any additional discretionary payment made after
April 30, 2024.

2 Section 2 of this report contains alist of Class 1 benefits and corresponding surcharges.

® This is the expected employee contributions, taking into account individual benefit formula and any offset fromthe use of a
modified form il Aisidad hu nraiactad annual payroll. For member contribution rates above the breakpoint for each benefi

formula, se

Rate Plan belonging to the Miscellaneous Risk Pool
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CalPERS Actuarial Valuation - June 30, 2023
Miscellaneous Plan ofthe Leucadia Wastewater District

CalPERS ID: 6826615640

Ad tional mplc

r _ontr._utions

The minimum required employer contribution towards the Unfunded Accrued Liability (UAL) for this rate plan for FY 2025-26 is
$453,122. CalPERS allows agencies to make additional discretionarypayments (ADPs)at any time. These optional payments
serve to reduce the UAL and future required contributions and canresultin significantlong-term savings. Agencies can also use
ADPs to stabilize annual contributions as afixed dollaramount, percentof payroll or percent of revenue.

Provided below are select ADP options for consideration. Making such an ADP during FY 2025-26 does notrequire an ADP be
made in any future year, nordoes it change the remaining am ortizatinn nerind nfanv narinn nfrinfuindad jiability. For
information on permanentchanges to amortization periods, se¢

making an ADP should contact CalPERS for additional informauon.

Agencies considering

Fiscal Year 2025-26 Employer Contributions — lllustrative Scenarios
Funding Approach ot lTE Y Contribution ADP' Gortribution . Contribution
Minimum required only $166,844 $453,122 0 $453,122 $619,966
20 year funding horizon $166,844 $453,122 $11,554 $464,676 $631,520
15 year funding horizon $166,844 $453,122 $88,963 $542,085 $708,929
10 year funding horizon $166,844 $453,122 $252,233 $705,355 $872,199
5 year funding horizon $166,844 $453,122 $759,868 $1,212,990 $1,379,834

' The ADP amounts are assumed to be made in the middle of the fiscalyear. A payment made earlier or later in the fiscalyear w ould have to be
less or more than the amount show nto have the same effectonthe UAL amortization.

The calculations above are based on the projected UAL as of June 30, 2025, as determined in the June 30, 2023, actuarial
valuation. New unfunded liabilities can emerge in future years due to assumption ormethod changes, changesinplan
provisions, and actuarial experience differentthan assumed. Making an ADP illustrated above for the indicated numberofyears
will not resultin a plan that is exactly 100% funded in the indicated number ofyears. Valuation results will vary from one ye ar to

the next and can diverge significantlyfrom projections over a period of several years.

Additional Discretionary Payment History

The following table provides arecent history of actual ADPs made to the plan.

T e
2019-20 $239,253
2020-21 $271,979
2021-22 $283,260

2Excludes payments made after April 30, 2024

Fiscal

Year ADP
2022-23 $263,996
2023-242 $250,000

Rate Plan belonging to the Miscellaneous Risk Pool
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CalPERS Actuarial Valuation - June 30,2023
PEPRA Miscellaneous Plan ofthe Leucadia Wastewater District
CalPERS ID: 6826615640

Required Er ¢ syer wor rit

The required employer contributions in this reportdo not reflect any cost sharing arrangementbetween the agency and the

employees.
Fiscal Year
Required Employer Contributions 2025-26

Employer Normal Cost Rate 7.96%
Plus
Unfunded Accrued Liability (UAL) Contribution Amount! $6,302

Paid either as

1) Monthly Payment $525.17

Or
2) Annual Prepayment Option* $6,098

The total minimum required employer contribution is the sum of the Plan's Employer Normal Cost Rate
(expressed as a percentage of payroll and paid as payroll is reported) and the Unfunded Accrued Liability (UAL)
Contribution Amount(billed monthly (1) or prepaid annually(2) in dollars).

* Only the UAL portion of the employer contribution can be prepaid (which must be received in full no later
than July 31).

Fo see the following page.

Fiscal Year Fiscal Year
Development of Normal Cost as a Percentage of Payroll 2024-25 2025-26
Base Total Normal Costfor Formula 15.62% 15.71%

Surcharge for Class 1 Benefits?
None 0.00% 0.00%
Plan's Total Normal Cost 15.62% 15.71%
Offset Due to Employee Contributions3 7.75% 7.75%
EmployerNormal Cost 7.87% 7.96%

' The required payment on amortization bases does not take into account any additional discretionary payment made after
April 30, 2024.

2 Section 2 of this report contains alist of Class 1 benefits and corresponding surcharges.

® This is the expected employee contributions, taking into account individual benefit formula and any offset fromthe use of a
modified for il Airidnd ke neniantad snnalpayroll. For member contribution rates above the breakpoint for each beneft

formula, se:

Rate Plan belonging to the Miscellaneous Risk Pool
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Leucadia Wastewater District

GASB 75 Note Disclosures and Required Supplementary Information
for the Reporting Year Ended June 30, 2025

t angesit 1w etOPEBLi ity

Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB

Liability (a) Net Position (b) Liability (@) — (b)
Balances at June 30, 2023 $511,709 $549,485 $(37,776)
Changes for the year:
Service cost 25115 25115
Interest 31,553 31,553
Changes of benefit terms 0 0
Difference between expected and 0 0

actual experience

Changes in assumptions or other inputs 0 0
Adjustment* 227 (227)
Contributions — employer 22,195 (22,195)
Net investment income 60,245 (60,245)
Benefit payments (22,195) (22,195) 0
Administrative expenses (179) 179
Net changes 34,473 60,293 (25,820)
Balances at June 30, 2024 $546,182 $609,778 $(63,596)

* One-time adjustment equal to the difference between the unaudited and audited June 30, 2023 trust batance provided

by CERBT.

Sensitivity of the net OPEB liability to changes in the discount rate

The following presents the net OPEB liability of the District, as well as what the District’s net OPEB liability
would be if it were calculated using a discount rate that is 1-percentage point lower or 1-percentage-point

higher than the current discount rate:

Net OPEB liability (asset)

1% Decrease

(5.00%)

Discount Rate
(6.00%)

1% Increase
(7.00%)

$20,892

$(63,59)

$(132,747)

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates

The following presents the net OPEB liability of the District, as well as what the District's net OPEB liability
would be if it were calculated using healthcare cost trend rates that are 1-percentage-point lower or 1-
percentage-point higher than the current healthcare cost trend rates:

1% Increase
(6.20% current,
5.00% ultimate,

5.00% Medicare)

Trend Rate
(5.20% current,
4.00% ultimate,

4.00% Medicare)

1% Decrease
(4.20% current,
3.00% ultimate,
3.00% Medicare)

$44,666

$(148,689) $(63,596)

Net OPEB liability (asset)
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