WHEATON CITY COUNCIL PLANNING SESSION
WHEATON CITY HALL - COUNCIL CHAMBERS
303 W WESLEY STREET, WHEATON, ILLINOIS
MONDAY, APRIL 26, 2021 - 7:00 P.M.
IN-PERSON & VIRTUAL
Based on Governor Pritzker’s Executive Order and in compliance with Phase 4 mitigation allowing
gatherings of the lesser of 50 people or 50% of room capacity, the public is now able to attend the
Planning Session in person. If attendance is greater than 50 people or 50% of room capacity,
individuals will be asked to observe the meeting from the adjacent Gamon Room to maintain
compliance with the Governor’s order. The meeting will also be live streamed and recorded. The
public can join the meeting by calling 312-626-6799, by logging onto Zoom.us, or by clicking on
the following link and providing Meeting ID 826 9034 7308 and Password 729360:
https://us02web.zoom.us/j/82690347308?pwd=dmozbDVGcjZwYmd2K09YNnh6SG1rUT09

AGENDA
1. Call To Order
2. Public Comment
3. Approval Of Minutes
3.I. 04/12/21 Draft Planning Session Minutes
Documents:
04 12 21 DRAFT PS MINUTES.PDF
4. Planning Session Discussion Item(S):
4.I. Analysis Of Future Funding Of Police And Fire Pension Liabilities - Continued
Discussion
Documents:
ANALYSIS OF FUTURE POLICE AND FIREFIGHTERS PENSION LIABILITIES
- CONTINUED DISCUSSION.PDF
5. City Council/Staff Comments
6. Adjournment
During the Public Comment portion of the agenda, the presiding officer shall recognize any person
requesting to be heard on any of the planning session agenda items only. Persons speaking
during Public Comment shall not speak longer than three (3) minutes and shall be permitted to
speak only once.
To make a public comment, you must request to be called on. If you are joining using a computer,
click on the “Raise Hand” button, and you will receive a notification when you have been
recognized to speak and are unmuted. If you are joining using a phone, “Raise your hand” by
pressing *9. You will receive a notification when you have been unmuted and are able to speak.
Please ensure you are in a quiet place with no background noise. When called upon, please
announce your name and address before commenting.

Please ensure you are in a quiet place with no background noise. When called upon, please
announce your name and address before commenting.

Monday, April 12, 2021
1. Call to Order
The Wheaton City Council Planning Session was called to order at 7:00 p.m. by Mayor Suess. The following
were:
Physically Present:
Councilman Barbier
Councilwoman Bray-Parker
Councilwoman Fitch
Councilwoman Robbins
Councilman Rutledge
Mayor Suess
Councilman Zaruba
City Staff Physically Present:

Michael Dzugan, City Manager
John Duguay, Assistant City Manager
Russell Peacock, Development Engineer
Joseph Tebrugge, Director of Engineering
Jim Kozik, Director of Planning & Economic Development
Susan Bishel, Public Information Officer
Daniel Peck, Public Relations Coordinator

2. Approval of March 22, 2021 Minutes
The Council approved the March 22, 2021 City Council Planning Session minutes.
3. Public Comment
There were no public comments.
4. Adding Parking Inventory Downtown
City Manager Dzugan provided a background of the City’s efforts to develop a strategy for adding parking
inventory for the downtown area through the utilization of a parking deck. He stated that although the
staff’s comprehensive analysis of parking has been interrupted by the Covid-19 pandemic, staff is aware of
the existing parking inventory and anticipates an increase in the current utilization. He stated that staff
expects more parking will be needed for visitors and employees of the downtown area as a result of the
success of the streetscape development along with private and public investment.
City Manager Dzugan stated that staff had identified the north surface parking lot of City Hall as a viable
option for the placement of a parking structure based on numerous characteristics. He stated that the City
had its consultant, Walker Consultants, provide a preliminary analysis of a parking structure at this location.
He stated that Walker Consultant provided three conceptual options with similar characteristics that
include a four-story structure that is approximately 108,570 square feet with 330 total parking spaces and
an estimated cost of approximately $10 million.
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City Manager Dzugan stated that staff is seeking Council direction on continuing to explore a parking garage
as realistic option for increasing parking inventory within the downtown area and identifying the triggers
that would initiate further action.
City Manager Dzugan introduced Brad Navarro of Walker Consultants to review preliminary conceptual
layouts of a parking structure on the north surface parking lot of City Hall.
Mr. Navarro presented the parameters that were considered for the parking structure study that included
the potential users of the parking facility, the utilized property at City Hall, site compatibility, project
proximity to Memorial Park, and the understanding that the parking facility would not be a mixed-use
structure.
Mr. Navarro presented the goals that were considered for the parking structure study that included
developing a “Shared Parking Concept” that would facilitate users in the daytime and nighttime, using the
space efficiently, developing the project economically, creating sensible access to the site and structure,
meeting zoning provisions, and analyzing levels of service for the overall structure.
Mr. Navarro presented drawings of three concepts and reviewed the proposed parking structure’s site
plans, isometrics, traffic patterns, and massing models.
In response to questions from Council, Director Kozik stated that the height of the parking structure is
controlled by the City’s zoning ordinances, which allow for up to a 50-foot structure.
In response to questions from Council, Mr. Navarro stated that the cost of adding an additional below-level
parking platform would cost a 50% premium.
Assistant City Manager Duguay stated that there are approximately 10-12 City owned vehicles that would
need to utilize the parking structure overnight. City Manager Dzugan stated that the City’s parking lot is
open during the evening for public parking.
In response to questions from Council, City Manager Dzugan stated that the employees being discussed
include both City employees and downtown employees. Director Kozik stated that there are policies in
place to help find parking for downtown employees and reserve premium spaces for customers, but it is
challenging to get downtown employees to not park in areas provided for customers.
In response to questions from Council, City Manager Dzugan stated that the Wheaton Place parking garage
is a four-story structure that is approximately 152,000 square feet with 376 total parking spaces; and the
Willow Avenue parking garage is a four-story structure that is approximately 148,000 square feet with 374
total parking spaces.
In response to questions from Council, Mr. Navarro stated that if the structure were built in the proposed
area, the water detention area on the west end of the current parking lot would be addressed by
incorporating storm traps to ease detention.
In response to questions from Council, Mr. Navarro stated that adding an additional level below ground
could create approximately 90 parking stalls.
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The Council requested City staff continue investigating a strategy for adding additional parking inventory
for the downtown through the utilization of a parking deck. Council members expressed the desire for City
staff to acquire parking and traffic data this summer, especially once more events begin to return to the
downtown.
5. Sanitary Sewer Informational Review
City Manager Dzugan stated that staff was in the process of developing action plans for the 2020-2025
Strategic Plan, which includes a strategic goal of improving programs to reduce sanitary backups and
overflows. The goal contains two initiatives that include identifying best practices to address overflows and
create programs that provide relief for property owners experiencing basement backups.
City Manager Dzugan stated that the City’s Development Engineer Russell Peacock would be providing an
overview of sanitary backups and overflows and presenting proposed revisions to the current programs to
address both issues.
Development Engineer Peacock provided a background of the City’s sanitary system, stating that
wastewater is transported from buildings into the sanitary sewer system through privately owned service
laterals that are discharged into treatment plants. The majority of Wheaton is served by the Wheaton
Sanitary District’s treatment plant, and some parts are served by DuPage County facilities.
Development Engineer Peacock stated that the main cause of sanitary sewer backups and overflows in
Wheaton is groundwater and stormwater entering through defects, which overwhelm the sanitary sewer
system during rain events creating inflow and infiltration (I&I). Public sector sources of I&I include defects
in manholes, pipes, and storm sewer cross connections; and private sector sources of I&I include defects in
service laterals and illicit connections such as sump pumps, downspouts, and foundation drains. He stated
that the City averages 30 overflows per year and approximately 90% of the overflows are due to I&I.
In response to questions from Council, Development Engineer Peacock stated that the City cannot use the
additional flow capacity of the Wheaton Sanitary District’s Southside Interceptor due to the deterioration
of Basins 4 and 5. He stated that the basins are taking up the additional volume that was originally available
when the Southside Interceptor was initially installed.
Development Engineer Peacock provided an overview of basement backups. He stated that the City’s
Residential Sewer Backup Program currently reimburses residents 50% of the installation cost of an
overhead sewer at a maximum amount of $3,000. He stated that on average the program is only used by 6
residents per year. He stated that staff estimates that there are approximately 800 backups City-wide
varying in severity for a 10-year storm event.
Development Engineer Peacock stated that staff is proposing revisions to the City’s Residential Sewer
Backup Program that include a reimbursement for residents of 75% of the installation cost of an overhead
sewer at a maximum amount of $6,000. He stated that this would increase the annual budget from $30,000
to $100,000.
Development Engineer Peacock provided an overview of overflows. He stated that privately owned service
laterals account for more than 50% of linear feet of the City’s total sanitary sewer system. Service laterals
installed before 1980 are typically vitrified clay pipe, which are not in compliance with City Code and are
more prone to leaking at the pipe joints.
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Development Engineer Peacock stated that the City has less than 20 service lateral replacements per year,
and averages approximately 80 sanitary sewer repair permits per year. He stated that the City’s Sanitary
Sewer Service Line Reimbursement Program currently reimburses residents 50% of the cost of for service
lateral repairs in the right-of-way at a maximum amount of $2,000. He stated there are approximately 5
residents per year who utilize the program. He stated that an issue with the current program is residents
typically only repair a small length of the lateral service line pipe due to the higher costs of a complete
service lateral replacement.
Development Engineer Peacock stated that staff is proposing revisions to the City’s Sanitary Sewer Service
Line Reimbursement Program that include only reimbursing residents for the complete replacement or
rehabilitation of their service lateral line from the building drain to the City sewer main; limiting the annual
maximum participation in the program to 50 participants; maintaining reimbursement for residents at 50%
of the cost of the project at a maximum amount of $5,000; and allowing backyard sewers to participate in
the program. He stated that this would increase the annual budget from $20,000 to $250,000.
Development Engineer Peacock stated Public Works will still be responsible for restorations to the right-ofway, including the street patch.
Development Engineer Peacock stated that a challenge of the revised program will be that service lateral
replacements will uncover originally installed foundation drains or sump pumps that are directly connected
to the sanitary system, which will need to be removed, resulting in potential expensive remediation
projects.
Development Engineer Peacock provided an overview of the current Capital Improvement Projects that
relate to addressing the reduction of sanitary backups and overflows. These include the replacement of
failing liners on Wesley Street and in phases of the Downtown Streetscape Project; the Basin 3 and 4
discharge replacement project; and the Basin 4 sewer lateral rehabilitation.
In response to questions from Council, Development Engineer Peacock stated that the Basin 3 and 4
discharge Capital Improvement Project will involve the replacement of sewer mains upstream of the
Southside Interceptor to attain an adequate slope, which would eliminate the need for annual maintenance
on those pipes and increase overall flow. He stated that design of the project is beginning this year and will
be an approximate two-year design process.
In response to questions from Council, Development Engineer Peacock stated that the Wheaton Sanitary
District Northside Interceptor project will begin construction this year.
City Manager Dzugan recommended that the Council prioritize revising the City’s Residential Sewer Backup
Program to address the goal of reducing sanitary sewer back-ups and overflows. He stated that by
increasing funding to the Residential Sewer Backup Program, the City may provide more incentive for
residents to participate in the program.
In response to questions from Council, City Manager Dzugan stated that the City has an ordinance in place
that requires residents to replace their entire service line if it is leaking.
In response to questions from Council, Development Engineer Peacock stated that lining service laterals,
was completed in Pilot 1, is not a sustainable solution. He stated that overhead sewer installations could be
more expensive if residents have a finished basement or service needs to be provided outside the
residence.

APRIL 12, 2021 CITY COUNCIL PLANNING SESSION MINUTES

In response to questions from Council, Development Engineer Peacock stated that the City inspects sewer
mains and service lines when doing and underground or reconstruction work.
The Council requested City staff further investigate the incentives to increase the utilization of the
programs.
6. City Council/City Staff Comments
Councilwoman Bray-Parker stated that the Recycling Extravaganza was a huge success and thanked City
staff and volunteers for their service. She also wished a happy Ramadan to celebrating Wheaton residents.
Mayor Suess and Councilwoman Fitch echoed the success of the Recycling Extravaganza and suggested
having additional events throughout the year.
Mayor Suess congratulated Councilman Barbier and Councilwoman Robbins on their re-election to the City
Council, and welcomed Scott Weller and Scott Brown to the City Council. He stated he is looking forward to
working with everyone.
7. Adjournment
The meeting was adjourned at 8:58 p.m.
Respectfully submitted,
Daniel J. Peck

MEMORANDUM

TO:

The Honorable Mayor and City Council

FROM:

Robert R. Lehnhardt, Director of Finance\Treasurer

DATE:

April 26, 2021

SUBJECT:

Analysis of Future Funding of Police and Firefighters’ Pension Liabilities –
Continued Discussion

Background
One of Staff’s goals in 2020 was to perform an analysis of the Police and Firefighters’ Pension Plans’
unfunded liabilities with the goal to identify funding options to reduce the unfunded liabilities and
lessen the significant annual increases of City contributions to the Plans. The analysis would identify
specific strategies, benefits, and risks for each option and provide a recommendation on a viable
financial strategy for the City. The goal of the analysis was to develop a funding strategy that achieves
predictable annual payments while reducing long-term costs and achieve statutory required funding in
both pension plans by 2041.
At the September 21, 2020 City Council Meeting, the City approved engaging Marquette Associates to
perform the aforementioned analysis.
At the November 23, 2020 Planning Session, Marquette presented their analysis, and the City Council
expressed their desire for Marquette to provide further analysis on the following options:
1. Issue a $10 million General Obligation Bond. The $10 million G.O. Bond would be used to fund
bondable capital projects. The City would then contribute $10 million to the Pension Funds
using General Fund excess fund balance reserves of $6 million and $4 million of Capital Projects
Fund reserves.
2. One-time $6 million contribution to the Pension Funds. The $6 million contribution would come
from General Fund excess fund balance reserves.
3. $6 million contribution to the Pension Funds spread over 5 years ($1.2 million per year). The $6
million contribution would come from the General Fund excess fund balance reserves.
At the January 25, 2021 Planning Session, the City Council expressed their desire to continue the
discussion to a later date on the three (options) identified at the November 23, 2020 Planning Session
and for staff to provide further analysis on Pension Obligation Bonds and gather additional information
from the City’s actuary on the Police & Firefighters’ Pension Plans.

At the March 8, 2021 Planning Session, Foster & Foster presented an overview of the Police and
Firefighters’ Pension plans, annual contributions, and actuarial assumptions. In addition, Robert W.
Baird & Company provided additional analysis on Pension Obligation Bonds and Marquette Associates
provided an analysis on investment strategies for investing Pension Obligation Bond proceeds. The City
Council expressed their desire to continue the discussion and have staff provide financial projections
for each funding strategy, potential risk evaluations associated with each funding strategy, and an
analysis on the City’s debt capacity.
April 26 Planning Session Agenda
• New Additional Funding Strategy - Open Amortization. Foster & Foster will provide an overview
and analysis on a strategy other communities have looked at to address their pension costs.
• Financial Analysis for each Funding Strategy.
• Benefits\Risks for each Funding Strategy.
• Debt Capacity.
Actuarial Valuation Report – Preliminary Results
Staff has received the preliminary figures from Foster & Foster’s actuarial valuation report as of January
1, 2021. The financial analysis on each Funding Strategy has been updated to reflect the latest
numbers. The following tables show the funding status as of December 31, 2020 and December 31,
2019. For the Police Pension Plan, on an accounting basis, the funding ratio on December 31, 2020
increased from 61.30% to 64.33%, and on an actuarial value basis, the funding ratio increased from
58.48% to 59.68%. For the Firefighters’ Pension Plan, on an accounting basis, the funding ratio on
December 31, 2020 increased from 72.84% to 78.28%, and on an actuarial value basis, the funding ratio
increased from 70.55% to 73.51%.
Police and Firefighters’ Pension Plans
Funding Status
December 31, 2020
Accounting Basis (GASB)

Plan
Police
Firefighters
Total

Unfunded
Total Pension
Liability/
Valuation
Funded
(Surplus)
Date
Net Position
Liability
Ratio
12/31/2020 $ 69,129,113 $ 107,457,108 $ 38,327,995 64.33%
12/31/2020 $ 41,505,496 $ 53,022,088 $ 11,516,592 78.28%
$ 110,634,609 $ 160,479,196 $ 49,844,587

Actuarial Basis
Actuarial
Unfunded
Valuation Actuarial Value
Accrued
Liability/
Date
of Assets
Liability
(Surplus)
12/31/2020 $ 64,655,396 $ 108,329,730 $ 43,674,334
12/31/2020 $ 39,302,785 $ 53,466,223 $ 14,163,438
$ 103,958,181 $ 161,795,953 $ 57,837,772

Funded
Ratio
59.68%
73.51%

Funding Status
December 31, 2019
Accounting Basis (GASB)

Plan
Police
Firefighters
Total

Unfunded
Valuation
Total Pension
Liability/
Funded
Date
Net Position
Liability
(Surplus)
Ratio
12/31/2019 $ 62,474,260 $ 101,920,619 $ 39,446,359 61.30%
12/31/2019 $ 36,894,041 $ 50,649,188 $ 13,755,147 72.84%
$ 99,368,301 $ 152,569,807 $ 53,201,506
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Actuarial Basis
Actuarial
Unfunded
Valuation Actuarial Value
Accrued
Liability/
Date
of Assets
Liability
(Surplus)
12/31/2019 $ 60,049,054 $ 102,682,393 $ 42,633,339
12/31/2019 $ 36,020,740 $ 51,053,539 $ 15,032,799
$ 96,069,794 $ 153,735,932 $ 57,666,138

Funded
Ratio
58.48%
70.55%

Police and Firefighters’ Pension Plans
City Contributions

For next year’s budget (Calendar Year 2022), total City pension contributions is estimated to increase
by $74,078 (or 1.3%) compared to the CY 2021 budget. The Police Pension Plan increases $136,597 (or
3.6%) and the Firefighters’ Pension Plan decreases $62,519 (or -3.3%).

Year
FY 2016
FY 2017
FY 2018
SY 2018
CY 2019
CY 2020
CY 2021
CY 2022

Police Pension Plan
Firefighters' Pension Plan
Total Pension Plans
City
Annual Change
City
Annual Change
City
Annual Change
Contribution Amount
% Contribution Amount
% Contribution Amount
%
$ 2,000,982 $
39,898 2.0% $ 1,010,419 $ (45,850) -4.3% $ 3,011,401 $ (5,952) -0.2%
2,378,653
377,671 18.9%
1,104,091
93,672 9.3% 3,482,744
471,343 15.7%
2,744,782
366,129 15.4%
1,452,575
348,484 31.6% 4,197,357
714,613 20.5%
2,933,100
188,318 6.9%
1,491,364
38,789 2.7% 4,424,464
227,107 5.4%
2,989,971
56,871 1.9%
1,488,287
(3,077) -0.2% 4,478,258
53,794 1.2%
3,405,260
415,289 13.9%
1,717,043
228,756 15.4% 5,122,303
644,045 14.4%
3,828,765
423,505 12.4%
1,908,482
191,439 11.1% 5,737,247
614,944 12.0%
3,965,362
136,597 3.6%
1,845,963
(62,519) -3.3% 5,811,325
74,078 1.3%

Financial Analysis for each Funding Strategy
The following table presents a summary of the results for each funding strategy in comparison to the
current funding strategy (“Status Quo”). The table shows totals for 5 years (2021-2025), 20 years (20212040), the beginning unfunded liability balance in 2040, and the savings/(losses) for each strategy. For
example, the strategy of $1.2 million over 5 years, is estimated to achieve a total gross savings of
$917,778 for 2021-2025, $10,925,287 total gross savings ($5,287,696 present value savings) for 20212040, and a $5,840,930 unfunded liability balance at the beginning of 2040 to be paid to bring the
funding to 100%.
Financial Analysis Results
Funding Strategy

Funding Strategy
Status Quo
$6 Million One-Time
$1.2 Million Over 5 Years
$10 Million + G.O. Bond
$51.9 Million POB, 6.75% Inv. Return
Open Amortization

City
Costs**
2021-2025
$ 17,731,306
$ 15,939,154
$ 16,813,528
$ 17,718,054
$ 17,145,998
$ 20,207,390

Gross
Savings/(Loss)
2021-2025
$ 1,792,152
$
917,778
$
13,252
$
585,308
$ (2,476,084)

City
Costs**
2021-2040
$ 96,774,135
$ 85,095,921
$ 85,848,848
$ 88,911,973
$ 69,835,915
$ 69,581,588

Gross
PV
Unfunded
Savings/(Loss) Savings/(Loss) Liability Balance
2021-2040
2021-2040
2040
$
6,549,101
$ 11,678,214 $ 5,999,996 $
5,851,434
$ 10,925,287 $ 5,287,696 $
5,840,930
$ 7,862,162 $ 2,888,386 $
5,281,456
$ 26,938,220 $ 11,318,006 $
179,949
$ 27,192,547 $ 9,623,441 $ 36,166,570

$51.9 Million POB, 4.0% Inv. Return
$51.9 Million POB, 2.5% Inv. Return
$51.9 Million POB, 2.5% Inv. Return, Open Amort.
$51.9 Million POB, 4.0% Inv. Return, Open Amort.

$ 20,230,390
$ 21,841,942
$ 22,357,374
$ 20,597,808

$
$
$
$

$ 194,902,496
$ 249,104,895
$ 158,362,774
$ 131,219,358

$
$
$
$

1,611,552
(4,695,944)
(2,126,984)
1,759,566

3,075,121
(6,673,827)
36,539,722
27,143,416

$
$
$
$

1,091,777
(3,236,456)
(7,797,702)
(4,850,906)

$ 24,440,830
$ 34,732,823
$ 108,372,434
$ 78,364,444

**City Costs: Payment to amortize unfunded liability plus debt service (G.O. Bonds or POB). Does not include pension
normal costs or administrative costs.

Police and Firefighters’ Pension Consolidation Impact. The impact of the Police Officers’ and
Firefighters’ Pension Investment Consolidation is unknown at this time. Prior to June 30, 2022, the
Wheaton Police Pension Fund and Wheaton Firefighter’s Pension Fund investment assets are required
to be transferred for investing to two newly created funds (Police Officers’ Pension Investment Fund
and Firefighters’ Pension Investment Fund). Recently, the Firefighters’ Pension Investment Fund
announced they have a goal of completing the transition of assets by December 31, 2021. In addition,
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the pension consolidation law provided that actuarial services would be performed by each of these
new funds. The impact of a new actuary, new assumptions (mortality tables, investment returns) and
calculations, could significantly change the City’s annual required contributions and unfunded liability
amount.
Benefits\Risks for each Funding Strategy
1. Current Funding Strategy (“Status Quo”). Continue funding per actuarial recommendation to
achieve 100% funding by 2041. State Statutes require 90% funded by 2041.
a. Benefits. No increase in debt burden.
b. Risks. Increasing annual payment on unfunded liability from $3.2M to $6.7M.
2. One-time $6 million contribution to the Pension Funds. The $6 million contribution would come
from General Fund excess fund balance reserves.
a. Benefits. No increase in debt burden. Reduction in annual payment on unfunded liability.
Estimated total gross savings $11.7M, present value savings $6.0M.
b. Risks. Use all of General Fund excess reserves. The City may want to allocate the excess
reserves for other uses, such as, new programs/services or other operational/capital
expenses. Adverse market timing of $6M investment with pension plans.
3. $6 million contribution to the Pension Funds spread over 5 years ($1.2 million per year). The $6
million contribution would come from the General Fund excess fund balance reserves.
a. Benefits. No increase in debt burden. Provides the most flexibility to evaluate and review
an additional contribution as part of the annual budget process, which would the City
Council to consider the City’s financial condition and/or other needs. Reduction in annual
payment on unfunded liability. Estimated total gross savings $10.9M, present value savings
$5.3M.
b. Risks. Adverse market timing of $1.2M investment with pension plans.
4. Issue a $10 million General Obligation Bond. A $10 million G.O. Bond with a 15-year level debt
service schedule and an assumed G.O. Bond effective interest rate of 1.71% would be issued to
fund capital projects. The City would then contribute $10 million to the Pension Funds using
General Fund excess fund balance reserves of $6 million and $4 million of Capital Projects Fund
reserves.
a. Benefits. Significant annual savings in the last 4 years after the bonds have been paid off.
Estimated total gross savings $7.9M, present value savings $2.9M.
b. Risks. $10M increase in debt burden paid over 15 years. Adverse market timing of $10M
investment with pension plans. Risk that pensions plan’s investments do not meet 6.75%
target return, reducing estimated savings and burdens the City with both the debt service
requirements and the additional unfunded pension liability.
5. Issue a $51.9 million Pension Obligation Bond (POB) - 6.75% investment return target met. The
$51.9 million POB would be issued to fund the entire unfunded liability with a 20-year level debt
service schedule and an assumed POB interest rate of 2.46%. Actuarial amounts calculated based
on current actuarial methods and assumptions, including achieving 6.75% investment rate target.
a. Benefits. Could generate significant savings over the next 20 years, assuming the pensions
plans investments realize a 6.75% rate of return. Estimated total gross savings $26.9M,
present value savings $11.3M.
b. Risks. $51.9M increase in debt burden paid over 20 years. Adverse market timing of $51.9M
investment with pension plans. The Police Officers’ and Firefighters’ Pension Investment
Consolidation requires assets to be transferred to the two newly created funds by June 30,
2022. Risk that pensions plan’s investments do not meet 6.75% target return, reducing
estimated savings and burdens the City with both the debt service requirements and the
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additional unfunded pension liability. Rating Agency view of POBs. Government Finance
Officer Officers (GFOA) view on POBs (Exhibit A). Public perception of POBs.
6. Same as #5, issue a $51.9 million Pension Obligation Bond (POB), however, pension plans
investments realize a 4.0% investment rate of return.
a. Benefits. Estimated total gross savings $3.1M, present value savings $1.1M.
b. Risks. Same as #5.
7. Same as #5, issue a $51.9 million Pension Obligation Bond (POB), however, pension plans
investments realize a 2.5% investment rate of return.
a. Benefits. None.
b. Risks. Same as #5. Estimated total gross loss -$6.7M, present value loss -$3.2M.
8. Open Amortization Period. Transition to a 15-year open amortization period.
a. Benefits. Better aligns the funding of the plans with the benefit payments of the plans.
Produces a more stable and predictable contribution pattern by eliminating the pension
ramp.
b. Risks. Significant increases in annual payments on unfunded liability in the first 3 years.
Does not achieve 100% funded status by 2041.
Debt Capacity
The City’s Debt Policy (Exhibit B) includes a strategy of limiting the amount of general obligation debt
to 5% of equalized assessed value. Debt restrictions in the State of Illinois differ for home rule
municipalities and non-home-rule municipalities. Currently, there are no substantive legal restrictions
or limits imposed by the State of Illinois on the amount of debt that a home rule municipality can incur.
However, non-home rule municipalities are limited in the amount of debt they can incur to 8.625% of
the community’s equalized assessed valuation.
The following shows the City’s debt limit ($113,268,801) based off the 2019 Equalized Assessed
Valuation, current outstanding General Obligation Debt ($19,020,000), and the debt margin currently
available ($94,248,801). In addition, if the City were to proceed with a $52 million Pension Obligation
Bond, the debt margin available would be reduced to $42,248,801. Staff has recently presented
Stormwater and Sanitary Sewer projects to the City Council, and through the annual Capital
Improvement Plan process, staff has expressed concerns funding future capital projects on a “pay as
you go” basis using our current revenue streams and accumulated reserves. The City will need to be
cognizant of the debt policy margin or may need to modify the City’s debt policy to accommodate
future capital projects.
City of Wheaton
2021 Debt Limit
Equalized Assessed Valuation (2019)
Debt Limit: 5% of EAV
Less: Debt Outstanding
Debt Margin Currently Available

$
$
$
$

2,265,376,027
113,268,801
(19,020,000)
94,248,801

Potential POB Debt Issuance
Debt Margin Available after POB

$
$

(52,000,000)
42,248,801

Future Capital Debt Needs

?????
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Foster & Foster and Baird will be participating through Zoom and their presentation is attached (Exhibit
C).
Next Steps
Staff will be seeking City Council input and direction on which funding strategy (or strategies) for staff
to continue discussions and analysis.
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Pension Obligation Bonds

Exhibit A

ADVISORIES

Pension Obligation Bonds
State and local governments should not issue POBs.

GFOA Advisories identify speci c policies and procedures necessary to minimize a government's exposure to
potential loss in connection with its nancial management activities. It is not to be interpreted as GFOA
sanctioning the underlying activity that gives rise to the exposure.
Pension obligation bonds (POBs) are taxable bonds that some state and local governments have issued as part of an overall strategy to
fund the unfunded portion of their pension liabilities by creating debt. The use of POBs rests on the assumption that the bond proceeds,
when invested with pension assets in higher-yielding asset classes, will be able to achieve a rate of return that is greater than the interest
rate owed over the term of the bonds. However, POBs involve considerable investment risk, making this goal very speculative. Failing to
achieve the targeted rate of return burdens the issuer with both the debt service requirements of the taxable bonds and the unfunded
pension liabilities that remain unmet because the investment portfolio did not perform as anticipated. In recent years, local jurisdictions
across the country have faced increased nancial stress as a result of their reliance on POBs, demonstrating the signi cant risks
associated with these instruments for both small and large governments.

The Government Finance O

cers Association (GFOA) recommends that state and local governments do not issue

POBs for the following reasons:
The Government Finance O

cers Association (GFOA) recommends that state and local governments do not issue POBs for the following

reasons:
1. The invested POB proceeds might fail to earn more than the interest rate owed over the term of the bonds, leading to increased overall
liabilities for the government.
2. POBs are complex instruments that carry considerable risk. POB structures may incorporate the use of guaranteed investment
contracts, swaps, or derivatives, which must be intensively scrutinized as these embedded products can introduce counterparty risk,
credit risk and interest rate risk.
3. Issuing taxable debt to fund the pension liability increases the jurisdiction’s bonded debt burden and potentially uses up debt capacity
that could be used for other purposes. In addition, taxable debt is typically issued without call options or with "make-whole" calls,
which can make it more di

cult and costly to refund or restructure than traditional tax-exempt debt.

4. POBs are frequently structured in a manner that defers the principal payments or extends repayment over a period longer than the
actuarial amortization period, thereby increasing the sponsor’s overall costs.
5. Rating agencies may not view the proposed issuance of POBs as credit positive, particularly if the issuance is not part of a more
comprehensive plan to address pension funding shortfalls.

Notes:
1 The Tax Reform Act of 1986 eliminated the tax exemption for pension obligation bonds.
2 Alicia H. Munnell, Jean-Pierre Aubry, and Mark Cafarelli, “An Update on Pension Obligation
Bonds,” Center for Retirement Research at Boston College, July 2014.
3 See GFOA Advisory – Using Debt-Related Derivatives and Developing a Derivatives Policy (2015)

https://www.gfoa.org/materials/pension-obligation-bonds
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Exhibit B

City of Wheaton
Debt Policy and Outstanding Debt
Calendar Year 2021 Budget
Wheaton’s Debt Restrictions and Requirements
Debt restrictions in the State of Illinois differ for home rule municipalities and non-home-rule
municipalities. The City of Wheaton is a home rule municipality. All municipalities in the State of
Illinois with a population greater than 25,000 are automatically granted home rule status unless this
designation is removed by the voters through a referendum. Municipalities with a population under
25,000 may achieve home rule status if approved by the voters through a referendum.
Currently, there are no substantive legal restrictions or limits imposed by the State of Illinois on the
amount of debt that a home rule municipality can incur. However, non-home rule municipalities are
limited in the amount of debt they can incur to 8.625% of the community’s equalized assessed
valuation. Home rule municipalities are also not required to submit a referenda question to the
voters regarding the issuance of debt whereas non-home rule municipalities under most
circumstances may not issue debt unless a referendum has been approved by the voters which
authorizes the issuance of said debt.
Debt Guidelines
The City adheres to the following guidelines regarding the issuance of debt:
1.
The City will limit short and long-term borrowing to capital improvements or projects which
carry a benefit that exceeds five years and cannot be financed from current revenues.
2.
When the City finances capital projects by issuing bonds, it will pay back the bonds within a
period not to exceed the useful life of the project.
3.
The City will limit the amount of outstanding general obligation debt of the City to a
maximum of 5% (or $116,100,521) of the estimated equalized assessed valuation of the City.
4.
When issuing debt, the City will strive to maintain a level annual debt service repayment
schedule to maintain a stable debt service tax rate from year to year. In addition, the City
will plan for the repayment of future debt issuances by providing sufficient capacity within
its debt service repayment structure while still providing a level annual debt service.
5.
The City will comply with all annual debt disclosures and file them with the respective
agencies.
Although Wheaton is not restricted to the amount of debt that it may incur, there always exists the
possibility that the State may impose such a restriction in the future. Wheaton’s estimated taxable
equalized assessed valuation for the 2020 levy year is $2,322,010,428. Using the current debt limit
restriction for non-home-rule municipalities, 8.625% of Wheaton’s EAV would yield a maximum
debt limit amount of $200,273,399. As of January 1, 2021, Wheaton had $19,020,000 in debt which
would be applicable to the limit if such a limit were imposed upon all municipalities in the State,
including home rule municipalities. As of January 1, 2021, the City had a debt to EAV ratio of 0.82%
using the 2020 estimated taxable equalized assessed valuation.

City of Wheaton
Debt Policy and Outstanding Debt
Calendar Year 2021 Budget
Wheaton’s current bond rating is Aa1. The 2019 U.S. Census population estimate for the City is
52,745 which results in a gross debt per capita as of January 1, 2021, of $360.60. The City has three
(3) outstanding debt issuances funded by a general debt service property tax levy.
Summary of Current Debt Issues as of January 1, 2021
Corporate Purpose Bond Series of 2010
Original Issue Amount: $6,000,000
Original Issue Date: February 24, 2010
Date of Maturity: December 1, 2024
Interest Rates: 3.00% to 4.00%

Outstanding Principal: $3,225,000
Outstanding Interest: $328,800
Current Interest Rate: 4.00%

Description: Bonds issued to fund the Manchester/Wesley Street Bridge reconstruction project, the
North Main Street Flood Control project, Briarcliffe Blvd reconstruction project and the City’s annual
road program. Financing is being provided by an annual property tax levy. The debt is being retired
in the Debt Service Fund.
Corporate Purpose Bond Series of 2012A
Original Issue Amount: $17,920,000
Original Issue Date: July 26, 2012
Date of Maturity: December 1, 2023
Interest Rates: 1.50% to 3.00%

Outstanding Principal: $5,795,000
Outstanding Interest: $281,738
Current Interest Rate: 3.00%

Description: Bonds issued are a refunding of Series 2004 bonds originally issued to finance the
renovation and expansion of the Wheaton Public Library. Financing is being provided by an annual
property tax levy. The debt is being retired in the Debt Service Fund.
Corporate Purpose Bond Series of 2018A
Original Issue Amount: $10,000,000
Original Issue Date: August 1, 2018
Date of Maturity: December 1, 2031
Interest Rates: 3.138%

Outstanding Principal: $10,000,000
Outstanding Interest: $2,337,026
Current Interest Rate: 3.138%

Description: Bonds issued to fund the Downtown Streetscape project and other capital
improvements. Financing is being provided by an annual property tax levy. The debt is being retired
in the Debt Service Fund.
The following chart shows the total debt service schedule for all the City’s current debt issuances.

City of Wheaton
Debt Policy and Outstanding Debt
Calendar Year 2021 Budget
Total Debt Service Schedule

Year
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
Total

General Obligation Debt
Beginning
Total
Ending
Prinicipal
Principal &
Prinicipal
Balance
Principal
Interest
Interest
Balance
$ 19,020,000 $
2,920,000 $
595,944 $ 3,515,944 $ 16,100,000
16,100,000
2,815,000
500,744
3,315,744
13,285,000
13,285,000
2,755,000
421,050
3,176,050
10,530,000
10,530,000
1,530,000
337,802
1,867,802
9,000,000
9,000,000
1,250,000
282,420
1,532,420
7,750,000
7,750,000
1,300,000
243,195
1,543,195
6,450,000
6,450,000
1,375,000
202,401
1,577,401
5,075,000
5,075,000
1,400,000
159,254
1,559,254
3,675,000
1,500,000
115,322
1,615,322
2,175,000
3,675,000
2,175,000
1,500,000
68,252
1,568,252
675,000
675,000
675,000
21,182
696,182
$ 19,020,000 $ 2,947,563 $ 21,967,563

Principal and interest payments are paid out of the City’s Debt Service Fund.
Debt Service Schedule
Calendar Year 2021

Debt Issuance
2010 G.O. Bonds
2012A G.O. Bonds
2018A G.O. Bonds
Totals

Principal
Outstanding
Principal
01/01/2021
$ 3,225,000 $
760,000
5,795,000
2,160,000
10,000,000
$ 19,020,000 $ 2,920,000

Interest
$ 129,000
153,144
313,800
$ 595,944

Principal
Total
Principal and Outstanding
Interest
12/31/2021
$ 889,000 $ 2,465,000
2,313,144
3,635,000
313,800
10,000,000
$ 3,515,944 $ 16,100,000

The chart below shows the total future debt service principal and interest payments which are paid
for by the property tax levy, based on the City’s current outstanding debt issuances.
Total Annual Debt Service Payments
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$600,000
$300,000
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Exhibit C

Analysis of Future Funding
of Police and Firefighters’
Pension Liabilities
Presented By:
Jason L. Franken, FSA, EA, MAAA

AGENDA
• Amortization of Unfunded Liabilities
• Additional Funding Options
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AMORTIZATION OF UNFUNDED LIABILITIES
• Each year, the accrued liability is compared to the actuarial
value of assets to determine the amount of unfunded liabilities
• As of January 1, 2021, the City has approximately $57.9 million
in unfunded liabilities in its public safety pension plans

• Unfunded liabilities must be paid down over time
• Currently, the City is targeting a 100% funded ratio by 2040
• The statutory requirement in the Illinois Pension Code is 90% by
2040
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AMORTIZATION OF UNFUNDED LIABILITIES
• Many considerations when selecting an amortization method:
• Length of the amortization period?
• Open or closed amortization?
• Level dollar or level percentage of payroll basis?
• If level percentage basis, what is the payroll growth assumption?
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AMORTIZATION OF UNFUNDED LIABILITIES
• Length of amortization period?
• Typically, funds rely on the Illinois Pension Code
• Currently, the amortization period is through the year 2040
• This is an arbitrary date determined by the State
• Potential legislation to extend to year 2050

• Amortization periods that end at an arbitrary date can be
dangerous
• The plan is going to be around for a lot longer than this “end date”
• This date is often pushed back without any consideration of the effect on
the plan or the municipality

• Increasing contributions and volatility as you approach the end of
the amortization period will be difficult for the municipality to
manage
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AMORTIZATION OF UNFUNDED LIABILITIES
• Open or closed amortization?
• An amortization with a finite period is called a closed
amortization
• 2040 is a closed amortization
• Or is it?!?! The statutory date has been moved several times

• An open amortization is one that always uses the same number of
years
• For example, IMRF is moving to an open 15-year amortization
• Opponents do not like it because it does not get you to 100% by any
specific date

6

COMPARISON OF CURRENT METHOD TO 15-YEAR
OPEN
Alternative Funding Method - Open Amortization

Unfunded
Year

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Liability

(1)

$57,837,772
$56,553,404
$54,729,745
$51,179,866
$49,663,979
$48,983,926
$48,099,078
$46,989,281
$45,633,066
$44,007,750
$42,088,392
$39,848,329
$37,259,179
$34,290,418
$30,909,382
$27,081,345
$22,769,708
$17,936,158
$12,541,507
$6,549,101

Annual Payment to
Amortize Unfunded
Liability

(1)

$3,663,979
$3,726,386
$3,761,150
$3,679,447
$3,747,936
$3,895,352
$4,048,391
$4,207,208
$4,371,971
$4,542,879
$4,720,068
$4,903,658
$5,093,755
$5,290,381
$5,493,436
$5,702,608
$5,917,175
$6,135,418
$6,352,578
$6,549,101
$95,802,877

Unfunded
Liability

(2)

$57,837,772
$56,553,404
$53,906,794
$49,740,199
$47,832,456
$46,969,158
$46,119,349
$45,282,466
$44,458,167
$43,646,532
$42,847,123
$42,059,617
$41,283,905
$40,519,769
$39,766,936
$39,025,176
$38,294,400
$37,574,507
$36,865,270
$36,166,570

Annual Payment to
Amortize Unfunded
Liability

(2)

Assumed Contribution
Reduction / (Increase)

$3,663,979
$4,497,300
$4,286,834
$3,955,493
$3,803,784
$3,735,131
$3,667,552
$3,601,000
$3,535,449
$3,470,907
$3,407,335
$3,344,710
$3,283,023
$3,222,256
$3,162,389
$3,103,402
$3,045,288
$2,988,040
$2,931,639
$2,876,077

$0
($770,914)
($525,684)
($276,046)
($55,848)
$160,221
$380,839
$606,208
$836,522
$1,071,972
$1,312,733
$1,558,948
$1,810,732
$2,068,125
$2,331,047
$2,599,206
$2,871,887
$3,147,378
$3,420,939
$3,673,024

$69,581,588

$26,221,289

Assumed Present Value Contribution Rate Reduction @ Valuation Rate……………

$9,623,441

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. These numbers were derived from
valuation results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 6.75%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years in year 1, and then 15 year open amortization thereafter, using a 4.00%
payroll growth assumption. These numbers were derived from valuation results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 6.75%.
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COMPARISON OF CURRENT METHOD TO 15-YEAR
OPEN
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METHOD SELECTION
AMORTIZATION OF UNFUNDED LIABILITIES

• Level dollar or level percentage of payroll basis?
• The level dollar approach produces an amortization payment that
is always the same amount
• Becomes a smaller percentage of payroll over time

• The level percentage of payroll produces a payment stream that is
designed to increase based on the expected growth in payroll
• Payments start out small and increase over time
• The actuary uses a payroll growth assumption to determine the payment
pattern; the higher the assumption, the more the payment will increase
over time
• The current payment is less than the level dollar approach since future
payments get larger each year
• The level dollar method is the same as the level percentage approach with
a 0% payroll growth assumption
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AMORTIZATION OF UNFUNDED LIABILITIES
• The payroll growth assumption determines how unfunded
liabilities are paid off
• Current Situation
• Unfunded Actuarial Liability = $57,900,000
• Interest Rate = 6.75%
• Payroll Growth Rate = 4.00%
Payroll Growth Rate

UAAL Payment (1st year)

0% (Level $)

$5,020,714

1%

$4,657,767

2%

$4,311,074

3%

$3,981,032

4%

$3,667,921
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AMORTIZATION OF UNFUNDED LIABILITIES
• How do the amortization payments change over the remaining
20 years under various payroll growth assumptions?
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AMORTIZATION OF UNFUNDED LIABILITIES
• What happens to the unfunded liabilities under various payroll
growth assumptions?
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AMORTIZATION OF UNFUNDED LIABILITIES
RECOMMENDATIONS

• Lower the current payroll growth assumption from 4% down
to at least 3%
• The change can be phased in over a few years, if needed

• Consider an open amortization with a maximum period of 15
years
• Better aligns the funding of the plan with the benefits being paid
from the plan
• Eliminates the volatility that arises as you get closer to the end of
your current amortization

• The amortization method becomes even more important if
pension obligation bonds are issued
• Do not want an amortization approach that backloads payments
13

FINANCIAL PROJECTIONS
ADDITIONAL FUNDING OPTIONS
• Over the last several months, we have discussed ways to
reduce the City’s unfunded liability by adding money to the
pension fund
• Make additional stand-alone contributions
• Issue bonds to eliminate all or part of the unfunded liability
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FINANCIAL PROJECTIONS
ADDITIONAL FUNDING OPTIONS
• We have reviewed the following options:
• An additional $6 million contribution to the pension funds in 2021
• Additional contributions of $1.2 million for each of the next 5
years
• Additional contribution of $10 million in 2021 using General
Fund excess reserves ($6 million) and Capital Projects Fund
reserves ($4 million) and issuance of $10 million General
Obligation Bonds to finance capital projects
• Issue a Pension Obligation Bond (POB) to eliminate the entire
unfunded liability
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ASSUMPTIONS AND METHODS USED IN ANALYSIS
• Unless otherwise noted, we have not changed the City’s
amortization method of reaching a 100% funded ratio in 2040
using a 4.00% payroll growth assumption
• The fund earns 6.75% each year except in the POB scenarios
• POB Interest Rate is 2.46%
• GO Bond Effective Interest Rate is 1.71%
• In the POB scenarios, we have shown the results assuming
investment returns of 2.50% and 4.00%
• If returns similar to our assumption of 6.75% are earned, the
savings will be significant
• Rates less than that have been chosen to demonstrate the
sensitivity to the investment returns
16

ASSUMPTIONS AND METHODS USED IN ANALYSIS
• Assets will be marked to market value as of January 1, 2021
• This is a logical step in the POB scenarios, where the plan will
become fully funded based on the bond issuance

• Contributions are assumed to be made in the year of the
calculation vs. lagging (i.e. contributed in the year following
calculation)
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ADDITIONAL CONTRIBUTION OF $6 MILLION IN 2021
Alternative Funding Method - $6M Contribution During 2021

Unfunded
Year

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Liability

(1)

$51,161,344
$51,829,546
$51,656,354
$51,325,709
$50,821,348
$50,126,181
$49,221,468
$48,086,587
$46,699,560
$45,037,157
$43,073,848
$40,782,328
$38,133,529
$35,096,185
$31,636,832
$27,719,882
$23,307,810
$18,361,307
$12,840,106
$6,706,397

Annual Payment to
Amortize Unfunded
Liability

(1)

$3,241,033
$3,415,124
$3,549,940
$3,689,932
$3,835,277
$3,986,187
$4,142,860
$4,305,456
$4,474,149
$4,649,142
$4,830,584
$5,018,593
$5,213,287
$5,414,695
$5,622,724
$5,837,068
$6,057,012
$6,280,848
$6,503,827
$6,706,397
$96,774,135

Unfunded
Liability

(2)

$51,161,344
$45,424,546
$45,269,538
$44,976,326
$44,530,668
$43,917,657
$43,120,916
$42,122,377
$40,902,819
$39,441,993
$37,717,580
$35,705,746
$33,381,160
$30,716,588
$27,682,913
$24,249,226
$20,383,044
$16,050,483
$11,217,121
$5,851,434

Annual Payment to
Amortize Unfunded
Liability

(2)

Assumed Contribution
Reduction / (Increase)

$3,241,033
$2,993,090
$3,111,023
$3,233,459
$3,360,546
$3,492,467
$3,629,390
$3,771,448
$3,918,779
$4,071,560
$4,229,896
$4,393,880
$4,563,585
$4,739,004
$4,920,005
$5,106,240
$5,296,952
$5,490,385
$5,681,745
$5,851,434

$0
$422,034
$438,917
$456,473
$474,731
$493,720
$513,470
$534,008
$555,370
$577,582
$600,688
$624,713
$649,702
$675,691
$702,719
$730,828
$760,060
$790,463
$822,082
$854,963

$85,095,921

$11,678,214

Assumed Present Value Contribution Rate Reduction @ Valuation Rate……………

$5,999,996

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. These numbers were derived from
valuation results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 6.75%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. It is assumed that during 2021 an
additional $6M of funds are contributed to the pension plan, sourced out of general funds. These numbers were derived from valuation results prepared by Foster & Foster as of January 1, 2021. It
is assumed that the fund returns 6.75%.
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ADDITIONAL CONTRIBUTIONS OF $1.2 MILLION FOR
5 YEARS
Alternative Funding Method - $6M Contribution Over 5 Years

Unfunded
Year

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Liability

(1)

$51,161,344
$51,829,546
$51,656,354
$51,325,709
$50,821,348
$50,126,181
$49,221,468
$48,086,587
$46,699,560
$45,037,157
$43,073,848
$40,782,328
$38,133,529
$35,096,185
$31,636,832
$27,719,882
$23,307,810
$18,361,307
$12,840,106
$6,706,397

Annual Payment to
Amortize Unfunded
Liability

(1)

$3,241,033
$3,415,124
$3,549,940
$3,689,932
$3,835,277
$3,986,187
$4,142,860
$4,305,456
$4,474,149
$4,649,142
$4,830,584
$5,018,593
$5,213,287
$5,414,695
$5,622,724
$5,837,068
$6,057,012
$6,280,848
$6,503,827
$6,706,397
$96,774,135

Unfunded
Liability

(2)

$51,161,344
$50,548,546
$49,097,991
$47,501,340
$45,751,338
$43,841,385
$43,045,970
$42,049,106
$40,831,606
$39,373,256
$37,651,777
$35,643,379
$33,322,775
$30,662,784
$27,634,338
$24,206,589
$20,347,113
$16,022,095
$11,197,184
$5,840,930

Annual Payment to
Amortize Unfunded
Liability

(2)

Assumed Contribution
Reduction / (Increase)

$3,241,033
$3,330,718
$3,374,124
$3,414,989
$3,452,664
$3,486,402
$3,623,082
$3,764,887
$3,911,957
$4,064,465
$4,222,517
$4,386,205
$4,555,603
$4,730,704
$4,911,372
$5,097,262
$5,287,614
$5,480,673
$5,671,647
$5,840,930

$0
$84,406
$175,816
$274,943
$382,613
$499,785
$519,778
$540,569
$562,192
$584,677
$608,067
$632,388
$657,684
$683,991
$711,352
$739,806
$769,398
$800,175
$832,180
$865,467

$85,848,848

$10,925,287

Assumed Present Value Contribution Rate Reduction @ Valuation Rate…………

$5,287,696

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. These numbers were derived from
valuation results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 6.75%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. It is assumed that starting in 2021
through 2025 an additional $6M of funds are contributed to the pension plan, sourced out of general funds. These numbers were derived from valuation results prepared by Foster & Foster as of
January 1, 2021. It is assumed that the fund returns 6.75%.
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$10 MILLION CONTRIBUTION AND ISSUANCE OF GO
BONDS IN 2021
Alternative Funding Method - Baseline Amortization with Issuance of $10M General Obligation Bond

Pension Payments

Year

Unfunded
(1)
Liability

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

$51,161,344
$51,829,546
$51,656,354
$51,325,709
$50,821,348
$50,126,181
$49,221,468
$48,086,587
$46,699,560
$45,037,157
$43,073,848
$40,782,328
$38,133,529
$35,096,185
$31,636,832
$27,719,882
$23,307,810
$18,361,307
$12,840,106
$6,706,397

Annual Payment to
Amortize Unfunded
(1)
Liability

$3,241,033
$3,415,124
$3,549,940
$3,689,932
$3,835,277
$3,986,187
$4,142,860
$4,305,456
$4,474,149
$4,649,142
$4,830,584
$5,018,593
$5,213,287
$5,414,695
$5,622,724
$5,837,068
$6,057,012
$6,280,848
$6,503,827
$6,706,397
$96,774,135

Unfunded
(2)
Liability

$51,161,344
$41,154,546
$41,011,662
$40,743,405
$40,336,881
$39,778,639
$39,053,880
$38,146,235
$37,038,324
$35,711,882
$34,146,734
$32,321,357
$30,212,913
$27,796,858
$25,046,967
$21,935,455
$18,433,200
$14,509,934
$10,135,131
$5,281,456

Bond Payments

Annual Payment to
Amortize Unfunded
(2)
Liability

Principal

(3)

Interest

(3)

Total Debt
(3)
Service

Assumed Contribution
Reduction / (Increase)

$3,241,033
$2,711,733
$2,818,413
$2,929,144
$3,044,058
$3,163,319
$3,287,077
$3,415,442
$3,548,534
$3,686,504
$3,829,438
$3,977,403
$4,130,448
$4,288,544
$4,451,526
$4,619,021
$4,790,244
$4,963,410
$5,133,691
$5,281,456

$0
$565,000
$595,000
$625,000
$655,000
$660,000
$665,000
$670,000
$675,000
$685,000
$695,000
$705,000
$715,000
$730,000
$750,000
$765,000
$0
$0
$0
$0

$0
$136,211
$134,855
$132,772
$129,835
$125,839
$120,955
$114,904
$107,802
$99,702
$90,797
$79,677
$66,634
$51,977
$35,990
$18,590
$0
$0
$0
$0

$0
$701,211
$729,855
$757,772
$784,835
$785,839
$785,955
$784,904
$782,802
$784,702
$785,797
$784,677
$781,634
$781,977
$785,990
$783,590
$0
$0
$0
$0

$0
$2,181
$1,673
$3,016
$6,385
$37,029
$69,828
$105,111
$142,814
$177,937
$215,350
$256,514
$301,205
$344,175
$385,209
$434,458
$1,266,768
$1,317,438
$1,370,136
$1,424,941

$77,310,438

$10,155,000

$1,446,535

$11,601,535

$7,862,163

Assumed Present Value Contribution Rate Reduction @ Valuation Rate………………………………...………………………………

$2,888,386

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. These numbers were derived from valuation results prepared by Foster & Foster as of
January 1, 2021. It is assumed that the fund returns 6.75%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. It is assumed that during 2021 an additional $10 million is contributed to the pension plans
using General Fund reserves that would have otherwise been used towards public capital projects. The City then issues tax-exempt General Obligation Bonds to finance the $10 million in capital projects. These numbers were derived from valuation
results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 6.75%.
(3) This illustration represents a mathematical calculation of potential interest cost, assuming hypothetical rates for tax-exempt non bank qualified general obligation bonds rated "Aa1" as of April 9, 2021. Actual rates may vary. If actual rates are higher
than those assumed, the interest cost would be higher. This illustration provides information and is not intended to be a recommendation, proposal or suggestion for a financing or otherwise be considered as advice. Structure assumes 15 year level
debt service, dated date of June 1, 2021 and first interest payment date of June 1, 2022. Preliminary, subject to change.
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ISSUE POB WITH CURRENT AMORTIZATION – 6.75%
RETURN
Alternative Funding Method - Issue POB; Earn 6.75%

Pension Payments

Unfunded
Year

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Liability

(1)

$51,161,344
$51,829,546
$51,656,354
$51,325,709
$50,821,348
$50,126,181
$49,221,468
$48,086,587
$46,699,560
$45,037,157
$43,073,848
$40,782,328
$38,133,529
$35,096,185
$31,636,832
$27,719,882
$23,307,810
$18,361,307
$12,840,106
$6,706,397

Annual Payment to
Amortize Unfunded
Liability

(1)

$3,241,033
$3,415,124
$3,549,940
$3,689,932
$3,835,277
$3,986,187
$4,142,860
$4,305,456
$4,474,149
$4,649,142
$4,830,584
$5,018,593
$5,213,287
$5,414,695
$5,622,724
$5,837,068
$6,057,012
$6,280,848
$6,503,827
$6,706,397
$96,774,135

Unfunded
Liability

(2)

$51,161,344
$2,936,431
$2,902,053
$2,857,155
$2,800,897
$2,732,868
$2,652,367
$2,558,263
$2,449,631
$2,325,977
$2,186,307
$2,029,790
$1,855,900
$1,664,152
$1,454,245
$1,226,324
$981,345
$721,428
$450,905
$179,949

Bond Payments

Annual Payment
to Amortize
Unfunded
Liability

(2)

Total Debt
Principal

(3)

Interest

(3)

Service

(3)

Assumed Contribution
Reduction / (Increase)

$0
$193,485
$199,435
$205,408
$211,373
$217,326
$223,243
$229,056
$234,692
$240,108
$245,186
$249,782
$253,723
$256,748
$258,459
$258,232
$255,023
$246,780
$228,394
$179,949

$2,725,000
$2,255,000
$2,260,000
$2,270,000
$2,285,000
$2,310,000
$2,340,000
$2,375,000
$2,420,000
$2,465,000
$2,520,000
$2,575,000
$2,635,000
$2,700,000
$2,770,000
$2,845,000
$2,920,000
$3,005,000
$3,090,000
$3,180,000

$514,455
$1,021,008
$1,013,341
$1,003,397
$989,096
$965,104
$936,229
$898,789
$856,039
$806,671
$753,920
$697,472
$637,217
$572,923
$504,343
$431,215
$353,262
$270,918
$184,674
$94,446

$3,239,455
$3,276,008
$3,273,341
$3,273,397
$3,274,096
$3,275,104
$3,276,229
$3,273,789
$3,276,039
$3,271,671
$3,273,920
$3,272,472
$3,272,217
$3,272,923
$3,274,343
$3,276,215
$3,273,262
$3,275,918
$3,274,674
$3,274,446

$1,578
($54,369)
$77,164
$211,127
$349,808
$493,758
$643,389
$802,612
$963,419
$1,137,364
$1,311,479
$1,496,340
$1,687,348
$1,885,025
$2,089,923
$2,302,622
$2,528,728
$2,758,151
$3,000,759
$3,252,002

$4,386,402

$51,945,000

$13,504,513

$65,449,513

$26,938,220

Assumed Present Value Contribution Rate Reduction @ Valuation Rate………………………………...………………………………
Assumed Present Value Contribution Rate Reduction @ Bond Rate………………………………...……………………………………

$11,318,006
$19,334,139

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. These numbers were derived from valuation results prepared by Foster & Foster as of January 1, 2021. It is
assumed that the fund returns 6.75%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. It is assumed that in 2021 a POB is issued, paying off the UAAL. These numbers were derived from valuation
results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 6.75%.
(3) This illustration represents a mathematical calculation of potential interest cost savings, assuming hypothetical rates based on current rates for taxable general obligation bonds rated Aa1 as of April 9, 2021. Results in an average coupon of 2.46%. Actual rates may
vary. If actual rates are higher than those assumed, the interest cost savings would be lower. This illustration provides information and is not intended to be a recommendation, proposal or suggestion for a refinancing or otherwise be considered as advice. Assumes the
bonds are dated as of June 1, 2021 with principal due December 1 and a first interest payment on December 1, 2021. Preliminary, subject to change.
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ISSUE POB WITH CURRENT AMORTIZATION – 4.00%
RETURN
Alternative Funding Method - Issue POB; Earn 4.00%

Pension Payments

Unfunded
Year

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Liability

(1)

$51,161,344
$54,770,126
$57,616,596
$60,369,855
$62,991,705
$65,439,966
$67,666,594
$69,616,671
$71,226,898
$72,425,028
$73,126,584
$73,231,927
$72,622,404
$71,153,992
$68,647,207
$64,871,481
$59,519,430
$52,154,638
$42,089,944
$28,034,541

Annual Payment to
Amortize Unfunded
Liability

(1)

$3,241,033
$3,608,883
$3,959,541
$4,340,138
$4,753,724
$5,203,987
$5,695,344
$6,233,162
$6,824,041
$7,476,367
$8,200,894
$9,011,779
$9,928,309
$10,977,751
$12,200,473
$13,660,203
$15,467,342
$17,840,525
$21,319,580
$28,034,541
$197,977,617

Unfunded
Liability

(2)

$51,161,344
$7,136,551
$11,428,182
$15,722,331
$19,984,764
$24,177,380
$28,256,323
$32,170,965
$35,862,393
$39,262,814
$42,292,259
$44,855,604
$46,838,669
$48,101,771
$48,469,497
$47,714,854
$45,533,125
$41,488,845
$34,892,235
$24,440,830

Bond Payments

Annual Payment
to Amortize
Unfunded
Liability

(2)

Total Debt
Principal

(3)

Interest

(3)

Service

(3)

Assumed Contribution
Reduction / (Increase)

$0
$470,238
$785,370
$1,130,318
$1,508,167
$1,922,660
$2,378,270
$2,880,442
$3,435,871
$4,053,064
$4,742,931
$5,519,844
$6,403,379
$7,421,218
$8,614,346
$10,047,475
$11,832,715
$14,192,080
$17,673,765
$24,440,830

$2,725,000
$2,255,000
$2,260,000
$2,270,000
$2,285,000
$2,310,000
$2,340,000
$2,375,000
$2,420,000
$2,465,000
$2,520,000
$2,575,000
$2,635,000
$2,700,000
$2,770,000
$2,845,000
$2,920,000
$3,005,000
$3,090,000
$3,180,000

$514,455
$1,021,008
$1,013,341
$1,003,397
$989,096
$965,104
$936,229
$898,789
$856,039
$806,671
$753,920
$697,472
$637,217
$572,923
$504,343
$431,215
$353,262
$270,918
$184,674
$94,446

$3,239,455
$3,276,008
$3,273,341
$3,273,397
$3,274,096
$3,275,104
$3,276,229
$3,273,789
$3,276,039
$3,271,671
$3,273,920
$3,272,472
$3,272,217
$3,272,923
$3,274,343
$3,276,215
$3,273,262
$3,275,918
$3,274,674
$3,274,446

$1,578
($137,363)
($99,170)
($63,577)
($28,539)
$6,224
$40,846
$78,932
$112,132
$151,633
$184,044
$219,464
$252,714
$283,611
$311,785
$336,514
$361,366
$372,528
$371,141
$319,265

$129,452,983

$51,945,000

$13,504,513

$65,449,513

$3,075,121

Assumed Present Value Contribution Rate Reduction @ Valuation Rate………………………………...………………………………
Assumed Present Value Contribution Rate Reduction @ Bond Rate………………………………...……………………………………

$1,091,777
$2,105,322

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. These numbers were derived from valuation results prepared by Foster & Foster as of January 1, 2021. It is
assumed that the fund returns 4.00%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. It is assumed that in 2021 a POB is issued, paying off the UAAL. These numbers were derived from valuation
results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 4.00%.
(3) This illustration represents a mathematical calculation of potential interest cost savings, assuming hypothetical rates based on current rates for taxable general obligation bonds rated Aa1 as of April 9, 2021. Results in an average coupon of 2.46%. Actual rates may
vary. If actual rates are higher than those assumed, the interest cost savings would be lower. This illustration provides information and is not intended to be a recommendation, proposal or suggestion for a refinancing or otherwise be considered as advice. Assumes the
bonds are dated as of June 1, 2021 with principal due December 1 and a first interest payment on December 1, 2021. Preliminary, subject to change.
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ISSUE POB WITH CURRENT AMORTIZATION – 2.50%
RETURN
Alternative Funding Method - Issue POB; Earn 2.50%

Pension Payments

Unfunded
Year

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Liability

(1)

$51,161,344
$56,374,078
$60,799,468
$65,099,984
$69,227,888
$73,130,962
$76,750,240
$80,018,809
$82,859,481
$85,184,230
$86,890,146
$87,855,186
$87,932,988
$86,944,317
$84,662,908
$80,793,436
$74,935,013
$66,506,212
$54,568,100
$37,306,486

Annual Payment
to Amortize
Unfunded
Liability

(1)

$3,241,033
$3,714,570
$4,178,275
$4,680,198
$5,224,343
$5,815,598
$6,459,894
$7,164,523
$7,938,524
$8,793,488
$9,744,430
$10,811,289
$12,021,440
$13,413,908
$15,046,898
$17,012,940
$19,473,397
$22,749,764
$27,640,070
$37,306,486
$242,431,068

Unfunded
Liability

(2)

$51,161,344
$9,427,526
$15,981,432
$22,449,393
$28,784,261
$34,934,375
$40,841,281
$46,438,512
$51,649,252
$56,385,742
$60,545,204
$64,005,543
$66,620,099
$68,208,995
$68,544,829
$67,330,388
$64,161,707
$58,452,215
$49,253,747
$34,732,823

Bond Payments

Annual Payment
to Amortize
Unfunded
Liability

(2)

Total Debt
Principal

(3)

Interest

(3)

Service

(3)

Assumed
Contribution
Reduction /
(Increase)

$0
$621,193
$1,098,281
$1,613,942
$2,172,229
$2,778,088
$3,437,519
$4,157,895
$4,948,364
$5,820,647
$6,789,935
$7,876,398
$9,107,727
$10,523,392
$12,182,277
$14,177,982
$16,673,734
$19,994,735
$24,948,221
$34,732,823

$2,725,000
$2,255,000
$2,260,000
$2,270,000
$2,285,000
$2,310,000
$2,340,000
$2,375,000
$2,420,000
$2,465,000
$2,520,000
$2,575,000
$2,635,000
$2,700,000
$2,770,000
$2,845,000
$2,920,000
$3,005,000
$3,090,000
$3,180,000

$514,455
$1,021,008
$1,013,341
$1,003,397
$989,096
$965,104
$936,229
$898,789
$856,039
$806,671
$753,920
$697,472
$637,217
$572,923
$504,343
$431,215
$353,262
$270,918
$184,674
$94,446

$3,239,455
$3,276,008
$3,273,341
$3,273,397
$3,274,096
$3,275,104
$3,276,229
$3,273,789
$3,276,039
$3,271,671
$3,273,920
$3,272,472
$3,272,217
$3,272,923
$3,274,343
$3,276,215
$3,273,262
$3,275,918
$3,274,674
$3,274,446

$1,578
($182,631)
($193,347)
($207,141)
($221,982)
($237,594)
($253,854)
($267,161)
($285,879)
($298,830)
($319,425)
($337,581)
($358,504)
($382,407)
($409,722)
($441,257)
($473,599)
($520,889)
($582,825)
($700,783)

$183,655,382

$51,945,000

$13,504,513

$65,449,513

($6,673,827)

Assumed Present Value Contribution Rate Reduction @ Valuation Rate………………………………...…………………………
Assumed Present Value Contribution Rate Reduction @ Bond Rate………………………………...………………………………

($3,236,456)
($5,022,647)

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. These numbers were derived from valuation results prepared by Foster & Foster as of
January 1, 2021. It is assumed that the fund returns 2.50%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years using a 4.00% payroll growth assumption. It is assumed that in 2021 a POB is issued, paying off the UAAL. These numbers were
derived from valuation results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 2.50%.
(3) This illustration represents a mathematical calculation of potential interest cost savings, assuming hypothetical rates based on current rates for taxable general obligation bonds rated Aa1 as of April 9, 2021. Results in an average coupon of
2.46%. Actual rates may vary. If actual rates are higher than those assumed, the interest cost savings would be lower. This illustration provides information and is not intended to be a recommendation, proposal or suggestion for a refinancing or
otherwise be considered as advice. Assumes the bonds are dated as of June 1, 2021 with principal due December 1 and a first interest payment on December 1, 2021. Preliminary, subject to change.
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ISSUE POB WITH OPEN AMORTIZATION – 6.75%
RETURN
Alternative Funding Method - Issue POB and Amortize at 15 Year Open; Earn 6.75%

Pension Payments

Unfunded
Year

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Liability

(1)

$51,161,344
$51,829,546
$50,902,143
$49,989,020
$49,089,825
$48,204,661
$47,333,365
$46,475,369
$45,630,324
$44,798,304
$43,978,864
$43,171,676
$42,376,626
$41,593,487
$40,821,982
$40,061,874
$39,313,069
$38,575,460
$37,848,815
$37,133,010

Annual Payment to
Amortize Unfunded
Liability

(1)

$3,241,033
$4,121,645
$4,047,896
$3,975,280
$3,903,773
$3,833,382
$3,764,095
$3,695,864
$3,628,663
$3,562,499
$3,497,335
$3,433,144
$3,369,919
$3,307,641
$3,246,289
$3,185,843
$3,126,296
$3,067,639
$3,009,854
$2,952,931
$69,971,021

Unfunded
Liability

(2)

$51,161,344
$2,936,431
$2,859,323
$2,781,709
$2,703,490
$2,625,025
$2,546,399
$2,467,288
$2,387,582
$2,307,590
$2,227,101
$2,146,013
$2,064,435
$1,982,361
$1,899,727
$1,816,512
$1,732,828
$1,648,772
$1,564,315
$1,479,529

Bond Payments

Annual Payment
to Amortize
Unfunded
Liability

(2)

Total Debt
Principal

(3)

Interest

(3)

Service

(3)

Assumed Contribution
Reduction / (Increase)

$0
$233,513
$227,381
$221,210
$214,989
$208,750
$202,497
$196,207
$189,868
$183,508
$177,106
$170,658
$164,170
$157,644
$151,072
$144,454
$137,800
$131,115
$124,399
$117,657

$2,725,000
$2,255,000
$2,260,000
$2,270,000
$2,285,000
$2,310,000
$2,340,000
$2,375,000
$2,420,000
$2,465,000
$2,520,000
$2,575,000
$2,635,000
$2,700,000
$2,770,000
$2,845,000
$2,920,000
$3,005,000
$3,090,000
$3,180,000

$514,455
$1,021,008
$1,013,341
$1,003,397
$989,096
$965,104
$936,229
$898,789
$856,039
$806,671
$753,920
$697,472
$637,217
$572,923
$504,343
$431,215
$353,262
$270,918
$184,674
$94,446

$3,239,455
$3,276,008
$3,273,341
$3,273,397
$3,274,096
$3,275,104
$3,276,229
$3,273,789
$3,276,039
$3,271,671
$3,273,920
$3,272,472
$3,272,217
$3,272,923
$3,274,343
$3,276,215
$3,273,262
$3,275,918
$3,274,674
$3,274,446

$1,578
$612,124
$547,174
$480,673
$414,688
$349,529
$285,370
$225,869
$162,757
$107,321
$46,310
($9,986)
($66,468)
($122,926)
($179,126)
($234,826)
($284,766)
($339,394)
($389,219)
($439,172)

$3,353,998

$51,945,000

$13,504,513

$65,449,513

$1,167,510

Assumed Present Value Contribution Rate Reduction @ Valuation Rate………………………………...………………………………
Assumed Present Value Contribution Rate Reduction @ Bond Rate………………………………...……………………………………

$1,831,088
$1,563,533

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years in year 1, and then 15 year open amortization thereafter, using a 4.00% payroll growth assumption. These numbers were derived from valuation results
prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 6.75%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years in year 1, and then 15 year open amortization thereafter, using a 4.00% payroll growth assumption. It is assumed that in 2021 a POB is issued, paying off
the UAAL. These numbers were derived from valuation results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 6.75%.
(3) This illustration represents a mathematical calculation of potential interest cost savings, assuming hypothetical rates based on current rates for taxable general obligation bonds rated Aa1 as of April 9, 2021. Results in an average coupon of 2.46%. Actual rates may
vary. If actual rates are higher than those assumed, the interest cost savings would be lower. This illustration provides information and is not intended to be a recommendation, proposal or suggestion for a refinancing or otherwise be considered as advice. Assumes the
bonds are dated as of June 1, 2021 with principal due December 1 and a first interest payment on December 1, 2021. Preliminary, subject to change.
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ISSUE POB WITH OPEN AMORTIZATION – 4.00%
RETURN
Alternative Funding Method - Issue POB and Amortize at 15 Year Open; Earn 4.00%

Pension Payments

Unfunded
Year

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Liability

(1)

$51,161,344
$54,770,126
$56,819,596
$58,944,319
$61,138,412
$63,397,048
$65,715,385
$68,088,557
$70,511,464
$72,979,860
$75,489,307
$78,035,260
$80,613,462
$83,219,816
$85,849,810
$88,498,328
$91,160,916
$93,834,440
$96,516,011
$99,202,974

Annual Payment to
Amortize Unfunded
Liability

(1)

$3,241,033
$4,355,487
$4,518,470
$4,687,432
$4,861,915
$5,041,528
$5,225,890
$5,414,611
$5,607,288
$5,803,582
$6,003,141
$6,205,603
$6,410,630
$6,617,895
$6,827,040
$7,037,659
$7,249,395
$7,462,002
$7,675,249
$7,888,925
$118,134,775

Unfunded
Liability

(2)

$51,161,344
$7,136,551
$11,324,333
$15,491,379
$19,636,112
$23,757,824
$27,855,600
$31,928,331
$35,974,502
$39,993,292
$43,983,536
$47,943,811
$51,872,845
$55,769,389
$59,631,657
$63,457,131
$67,243,841
$70,991,024
$74,698,056
$78,364,444

Bond Payments

Annual Payment
to Amortize
Unfunded
Liability

(2)

Total Debt
Principal

(3)

Interest

(3)

Service

(3)

Assumed Contribution
Reduction / (Increase)

$0
$567,521
$900,545
$1,231,922
$1,561,523
$1,889,296
$2,215,163
$2,539,039
$2,860,803
$3,180,389
$3,497,706
$3,812,639
$4,125,088
$4,434,953
$4,742,092
$5,046,305
$5,347,437
$5,645,424
$5,940,219
$6,231,781

$2,725,000
$2,255,000
$2,260,000
$2,270,000
$2,285,000
$2,310,000
$2,340,000
$2,375,000
$2,420,000
$2,465,000
$2,520,000
$2,575,000
$2,635,000
$2,700,000
$2,770,000
$2,845,000
$2,920,000
$3,005,000
$3,090,000
$3,180,000

$514,455
$1,021,008
$1,013,341
$1,003,397
$989,096
$965,104
$936,229
$898,789
$856,039
$806,671
$753,920
$697,472
$637,217
$572,923
$504,343
$431,215
$353,262
$270,918
$184,674
$94,446

$3,239,455
$3,276,008
$3,273,341
$3,273,397
$3,274,096
$3,275,104
$3,276,229
$3,273,789
$3,276,039
$3,271,671
$3,273,920
$3,272,472
$3,272,217
$3,272,923
$3,274,343
$3,276,215
$3,273,262
$3,275,918
$3,274,674
$3,274,446

$1,578
$511,958
$344,584
$182,113
$26,296
($122,872)
($265,502)
($398,217)
($529,554)
($648,478)
($768,485)
($879,508)
($986,675)
($1,089,981)
($1,189,395)
($1,284,861)
($1,371,304)
($1,459,340)
($1,539,644)
($1,617,302)

$65,769,845

$51,945,000

$13,504,513

$65,449,513

($13,084,583)

Assumed Present Value Contribution Rate Reduction @ Valuation Rate………………………………...………………………………
Assumed Present Value Contribution Rate Reduction @ Bond Rate………………………………...……………………………………

($4,850,906)
($9,063,378)

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years in year 1, and then 15 year open amortization thereafter, using a 4.00% payroll growth assumption. These numbers were derived from valuation results
prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 4.00%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years in year 1, and then 15 year open amortization thereafter, using a 4.00% payroll growth assumption. It is assumed that in 2021 a POB is issued, paying off
the UAAL. These numbers were derived from valuation results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 4.00%.
(3) This illustration represents a mathematical calculation of potential interest cost savings, assuming hypothetical rates based on current rates for taxable general obligation bonds rated Aa1 as of April 9, 2021. Results in an average coupon of 2.46%. Actual rates may
vary. If actual rates are higher than those assumed, the interest cost savings would be lower. This illustration provides information and is not intended to be a recommendation, proposal or suggestion for a refinancing or otherwise be considered as advice. Assumes the
bonds are dated as of June 1, 2021 with principal due December 1 and a first interest payment on December 1, 2021. Preliminary, subject to change.

25

ISSUE POB WITH OPEN AMORTIZATION – 2.50%
RETURN
Alternative Funding Method - Issue POB and Amortize at 15 Year Open; Earn 2.50%

Pension Payments

Year

Unfunded
(1)
Liability

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

$51,161,344
$56,374,078
$59,979,127
$63,627,764
$67,313,558
$71,031,453
$74,776,473
$78,543,794
$82,328,068
$86,125,005
$89,930,262
$93,739,225
$97,547,574
$101,351,255
$105,145,569
$108,924,827
$112,684,279
$116,421,194
$120,133,234
$123,818,308

Annual Payment to
Amortize Unfunded
(1)
Liability

$3,241,033
$4,483,039
$4,769,723
$5,059,875
$5,352,981
$5,648,639
$5,946,454
$6,246,043
$6,546,981
$6,848,925
$7,151,529
$7,454,431
$7,757,283
$8,059,763
$8,361,499
$8,662,036
$8,961,000
$9,258,171
$9,553,364
$9,846,412
$139,209,181

Unfunded
(2)
Liability

$51,161,344
$9,427,526
$15,844,245
$22,136,158
$28,306,920
$34,360,956
$40,302,204
$46,134,220
$51,859,531
$57,481,256
$63,002,012
$68,423,731
$73,748,247
$78,977,292
$84,111,603
$89,150,604
$94,094,351
$98,944,634
$103,703,360
$108,372,434

Bond Payments

Annual Payment
to Amortize
Unfunded
(2)
Liability

Principal

(3)

Interest

(3)

Total Debt
(3)
Service

Assumed Contribution
Reduction / (Increase)

$0
$749,705
$1,259,983
$1,760,336
$2,251,053
$2,732,488
$3,204,954
$3,668,736
$4,124,029
$4,571,085
$5,010,114
$5,441,265
$5,864,687
$6,280,516
$6,688,813
$7,089,529
$7,482,670
$7,868,381
$8,246,809
$8,618,108

$2,725,000
$2,255,000
$2,260,000
$2,270,000
$2,285,000
$2,310,000
$2,340,000
$2,375,000
$2,420,000
$2,465,000
$2,520,000
$2,575,000
$2,635,000
$2,700,000
$2,770,000
$2,845,000
$2,920,000
$3,005,000
$3,090,000
$3,180,000

$514,455
$1,021,008
$1,013,341
$1,003,397
$989,096
$965,104
$936,229
$898,789
$856,039
$806,671
$753,920
$697,472
$637,217
$572,923
$504,343
$431,215
$353,262
$270,918
$184,674
$94,446

$3,239,455
$3,276,008
$3,273,341
$3,273,397
$3,274,096
$3,275,104
$3,276,229
$3,273,789
$3,276,039
$3,271,671
$3,273,920
$3,272,472
$3,272,217
$3,272,923
$3,274,343
$3,276,215
$3,273,262
$3,275,918
$3,274,674
$3,274,446

$1,578
$457,326
$236,399
$26,142
($172,168)
($358,953)
($534,729)
($696,482)
($853,087)
($993,831)
($1,132,505)
($1,259,306)
($1,379,621)
($1,493,676)
($1,601,657)
($1,703,708)
($1,794,932)
($1,886,128)
($1,968,119)
($2,046,142)

$92,913,261

$51,945,000

$13,504,513

$65,449,513

($19,153,593)

Assumed Present Value Contribution Rate Reduction @ Valuation Rate………………………………...………………………………
Assumed Present Value Contribution Rate Reduction @ Bond Rate………………………………...……………………………………

($7,797,702)
($13,646,841)

(1) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years in year 1, and then 15 year open amortization thereafter, using a 4.00% payroll growth assumption. These numbers were derived from valuation results
prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 2.50%.
(2) The liability is calculated using a 6.75% investment rate. The total UAAL is amortized over a period of 20 years in year 1, and then 15 year open amortization thereafter, using a 4.00% payroll growth assumption. It is assumed that in 2021 a POB is issued, paying off
the UAAL. These numbers were derived from valuation results prepared by Foster & Foster as of January 1, 2021. It is assumed that the fund returns 2.50%.
(3) This illustration represents a mathematical calculation of potential interest cost savings, assuming hypothetical rates based on current rates for taxable general obligation bonds rated Aa1 as of April 9, 2021. Results in an average coupon of 2.46%. Actual rates may
vary. If actual rates are higher than those assumed, the interest cost savings would be lower. This illustration provides information and is not intended to be a recommendation, proposal or suggestion for a refinancing or otherwise be considered as advice. Assumes the
bonds are dated as of June 1, 2021 with principal due December 1 and a first interest payment on December 1, 2021. Preliminary, subject to change.
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IMPORTANT DISCLOSURES
Robert W. Baird & Co. Incorporated (“Baird”) is providing you with the information contained herein and/or accompanying materials (the “Materials”) for
discussion purposes only in seeking to serve as a financial advisor or municipal advisor to you on a possible issuance of municipal securities. Baird is a
municipal advisor registered with the Securities and Exchange Commission and the Municipal Securities Rulemaking Board (“MSRB”).
If Baird is hired as financial advisor in connection with an issuance of municipal securities, Baird will provide municipal advisory services with respect to
the issuance of municipal securities, including advice, recommendations and other assistance regarding the structure, timing, terms and other similar
matters concerning the particular issuance of municipal securities for which you may be considering. As such, Baird will serve as a fiduciary and act
solely in your best interest. Baird’s fiduciary duties as your financial advisor will include the duty of care and the duty of loyalty. Under MSRB Rule G-23,
if Baird is hired as financial advisor with respect to an issuance of municipal securities, Baird will not be able to serve as underwriter or placement agent
for that issuance.
Should you want Baird serve in a different capacity, such as underwriter or placement agent, you should notify Baird of such decision immediately and
Baird will provide additional disclosures to you which will describe the role of underwriter or placement agent and explain any actual or potential conflicts
of interest inherent in that role.
The Materials do not include any proposals, recommendations or suggestions that you take or refrain from taking any action with regard to an issuance
of municipal securities and are not intended to be and should not be construed as ''advice'' within the meaning of Section 15B of the Securities
Exchange Act of 1934 or Rule 15Ba1-1 thereunder. The Materials are intended to provide information of a factual, objective or educational nature, as
well as general information about Baird (including its Public Finance unit) and its experience, qualifications and capabilities.
Any information or estimates contained in the Materials are based on publicly available data, including information about recent transactions believed to
be comparable, and Baird’s experience, and are subject to change without notice. Interested parties are advised to contact Baird for more information.
If you have any questions or concerns about the above disclosures, please contact Baird Public Finance.
IRS Circular 230 Disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that the Materials do not constitute tax advice
and shall not be used for the purpose of (i) avoiding tax penalties or (ii) promoting, marketing or recommending to another party any transaction or
matter addressed herein.
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Questions?
Jason L. Franken, FSA, EA, MAAA
Jason.Franken@foster-foster.com
(630) 620-0200
Dalena Welkomer, Senior Vice President
dwelkomer@rwbaird.com
(630) 778-9857
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