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« The PARS-CCLC Pension Rate Stabilization Program (PRSP) is a first-of-its
kind, IRS-approved trust program which is designed to prefunding
pension obligations.

« Offered to community college districts in partnership with the
Community College League of California, this presentation will address:

— Background on Program

— Reasons to prefund pension
— PRSP structure

— Investments

— Fees

— Advantages
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BACKGROUND

* Community colleges dealing with STRS/PERS contribution rate increases
impacting their budgets

* The Chancellor’s office recommended both this and last budget years that
colleges plan ahead for long term ongoing liabilities such as pension and
OPEB (retiree healthcare) by setting funds aside

* GASB 68 specified that colleges must disclose Net Pension Liability on
financial statements (beginning in FY 2014/15)

* Community College League member survey on the issue showed significant
interest in concept, prompting decision to sponsor program - May 2015

* PARS received IRS approval of first multiple employer trust for pension
prefunding in nation - June 2015

* PARS-CCLC Pension Rate Stabilization Program launched - Summer of 2015

* 113 colleges, schools, cities, counties and special districts in CA and growing
quickly - as of December 2017
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PROGRAM PARTNERS

‘ Trust Administrator |
Trustee

PRSP 115 Trust Program

Community College
League of California

Investment Manager
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STRS/PERS CONTRIBUTION RATE INGREASES

District STRS/PERS contribution rate increases through 2024-25:
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STRS FUNDING BURDEN

« Unfunded liability increased from $22.5B in 2008 to $70.5B in 2012

« AB 1469 passed in 2013 to increase the “shared” contributions by the state,
employers and employees by $5.5 billion from the existing $2.2 billion, beginning
as of July 1, 2014 and to be phased in over seven years through 2020-21

« The burden of the solution is clearly on the employers

« Asintended under AB 1469, the 2013 STRS unfunded liability of $74 billion
breaks down as follows:

— $47 billion - or 63% - will be funded by employers
— $8 billion - or 10% - will be funded by employees

— $20 billion - or 27% - will be funded by the state
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EMPLOYER RATE INCREASES

STRS employer rates have increased to 14.43% in 2017-18, up from 12.58% in

2016-17

No additional funds are provided for this cost increase

Under current law, once the statutory rates are achieved, STRS has authority to
marginally increase or decrease the employer and state contribution rates
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