
Livermore Area Recreation and Park District 
 

Staff Report 
 
 
TO: Chair Boswell and Board of Directors 
 
FROM: Mathew Fuzie, General Manager 
 
PREPARED BY: Jeffrey Schneider, Business Services Manager 

Julie Dreher, Finance Officer 
  
DATE: May 31, 2023 
 
SUBJECT: LARPD Contribution to the Alameda County Employees’ Retirement Association 

401(h) Sub-Account for Retirees’ Medical for the 2023-2024 Fiscal Year 
   
 
 
RECOMMENDATION:  That the Board of Directors approve Resolution #________ authorizing the 
funding of the 401(h) Sub-Account for Retirees’ Medical with the Alameda County Employees’ 
Retirement Association (ACERA) in the amount of $346,595.87 for the 2023-2024 Fiscal Year. 
 
BACKGROUND:  Each year, by vote of the Board of Directors, the District funds the 401(h) sub-
account in compliance with GASB 75 to provide tax-free health care for LARPD’s retirees.  In fiscal 
year 2006-2007, the LARPD Board of Directors authorized the creation of an Internal Revenue Code 
section 401(h) sub-account, under the ACERA’s overall 401(h) account, in order to provide tax-free 
health care for its retirees.  LARPD and ACERA entered into a written agreement regarding the funding 
of an IRC 401(h) sub-account.  The agreement authorized a portion of LARPD’s regular retirement 
contributions to be deposited in an agency 401(h) sub-account.  LARPD’s Board of Directors passed a 
resolution authorizing ACERA to create and manage an IRC 401(h) sub-account on the District’s behalf.  
In return, ACERA’s Board passed a resolution authorizing the transfer of an equivalent amount from the 
Supplemental Retiree Benefits Reserve (“SRBR”) to LARPD’s Advance Reserve Account. The net 
effect is a no-cost transaction to the District (our employer contribution is inclusive of, and not 
dependent on, the amount that is designated for the 401(h) program).   
 
What is being funded via the 401(h) Account is tax-free health benefits (medical, dental, and/or vision) 
for LARPD retirees who are enrolled in an ACERA-sponsored medical plan (eg, Kaiser, United 
Healthcare HMO), with coverage levels that vary based upon years of ACERA-eligible service years.  
Employees must have at least 10 years of service to qualify (there is no minimum service requirement 
for duty disability), at which point the monthly medical allowance (MMA) provided by this plan will 
provide for partial coverage of their monthly medical premiums (50% of Employee-only premiums, 
which grows to 75% at 15 years of service and 100% at 20+ years).  
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Of Note:  
 

1. The amount to be authorized for FY23-24 is slightly above last year’s total of $338,262.20 and is 
dependent upon three factors: a) the percentage of LARPD retirees eligible for retirement 
benefits (in relation to the entire ACERA pool) – 0.69%; and b) the total funding requirement for 
the overall ACERA OPEB plan ($59,382,000) less the estimated balance in the LARPD 401(h) 
sub-account as of June 30, 2022 ($63,139.93).  The calculation this year is thus 0.69% x 
$59,382,000 - $63,139.93 = $346,595.87. 
 

2. Relevant law: The County Employees Retirement Law of 1937 (CERL), which allows ACERA 
to transfer funds contributed by the District to the 401(h) program back to the District’s Advance 
Reserve Account and as such these funds are treated as a pension contribution by the District (eg, 
no adjustment to the District’s ACERA pension contribution is required in order to fund the 
401(h) program). 
 

3. The OPEB / 401(h) liability stood at a negative $1,801k as of June 30, 2022 and reflects the 
District’s share of the overall net OPEB liability for ACERA, which is based on the District’s 
contributions to the program relative to those of all participating employers. As with the core 
pension plan itself, the OPEB liability is sensitive to ACERA’s investment returns and costs (in 
this case, healthcare related), and favorable investment returns through December, 2021, along 
with the District’s pension obligation bond reduction of the District’s unfunded actuarial liability 
in June, 2021, were the primary drivers of the dramatic change in the OPEB liability for the 
FY22-23 fiscal year (down from $32k as of June, 2021). 

 
 
 
 
Attachment:  
 
Letters from ACERA and its actuary (Segal Consulting) setting forth the required contributions for the 
401(h) account for Fiscal Year 2023-2024; Schedule showing the summary of the 401(h) contributions 
by Participating Employer for Fiscal Year 2023-2024. 
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ATTACHMENT A
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THE BOARD OF DIRECTORS  
OF THE  

LIVERMORE AREA RECREATION AND PARK DISTRICT 

DRAFT RESOLUTION NO. ______ 

A RESOLUTION APPROVING 401(H) ACCOUNT 
PURSUANT TO SECTION 31592 

WHEREAS, in 1996, the Alameda County Employees' Retirement Association ("ACERA") Board of 
Retirement informed the Board of Supervisors that by adoption of Resolution No. 96-111, the Board 
of Retirement had established a health benefits account intended to satisfy the requirements of Internal 
Revenue Code ("IRC") Section 401(h) and the regulations thereunder ("401(h) Account") in order to 
provide non-vested, tax-free health benefits to eligible County and Participating Employer retirees 
(collectively, the "Retirees"); and 

WHEREAS, in 1996, this Board of Supervisors adopted Resolution No. R-96-634, which provided that 
ACERA could offer such non-taxable benefits if the County designated a portion of its contribution to 
ACERA for a fiscal year as a contribution to the 401(h) Account, and 

WHEREAS, under Section 31592.4 and Article 5.5 of the County Employees Retirement Law of 1937 
("CERL"), assets in the Supplemental Retiree Benefit Reserve ("SRBR'') at the end of a fiscal year of 
ACERA may, in the immediately succeeding fiscal year, be transferred to the Employer Advance Reserve 
account of the Participating Employers, and treated as a contribution to ACERA by the County and as 
applicable by other Participating Employers to the extent that in the immediately succeeding fiscal year the 
County and other Participating Employers make contributions to ACERA's 401(h) Account in order to 
pay for retiree health benefits; and 

WHEREAS, Section 31592.4 and Article 5.5 of the CERL thus permit the Participating Employers to 
contribute to a 401(h) Account and pay for retiree health benefits for a fiscal year without increasing 
the Livermore Area Recreation and Park District's ("LARPD") total contributions to ACERA for that fiscal 
year; and 

WHEREAS, commencing with the 1996-1997 fiscal year, and for each fiscal year thereafter, the County 
has directed that a specified portion of its fiscal year contribution to ACERA for that year be contributed 
to the 401(h) Account; and 

WHEREAS, in 2007 LARPD authorized ACERA to establish and manage a 401(h) sub account on its 
behalf to provide tax free health benefits for its retirees. 

NOW THEREFORE, IT IS RESOLVED AS FOLLOWS: 

1. In fiscal year July 1, 2023 - June 30, 2024, LARPD shall contribute to ACERA
$346,595.87 to be used only for the payment of retiree health benefits. This contribution shall
be made on the terms and conditions set forth  in the Agreement between LARPD and
ACERA concerning such contributions, executed on June 20, 2007.

2. This contribution shall be designated, in writing, as being only for LARPD's IRC § 401(h)
Account and such designation  shall be made at the time of the contribution.
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3. Such contribution is contingent on the Board of Retirement immediately transferring, in accordance 
with Government Code §31592.4, an amount equal to such contribution from ACERA's SRBR 
account to LARPD's Advance Reserve account. Such amount shall be treated as a contribution 
for pension and therefore shall be applied to reduce the pension contribution otherwise required 
by LARPD for the fiscal year beginning July 1, 2023. 
 

4. No party, including any existing or future LARPD employee, retiree, spouse or dependent, shall 
have any vested rights, contractual rights or other rights in or to any retiree health benefits or 
payment or subsidy for any such benefits nor shall any such person or ACERA have any such 
rights to have LARPD contribute towards paying or subsidizing the cost of any retiree health 
benefits provided by ACERA under the 401(h) Account or otherwise. LARPD may modify or 
terminate, at any time and without any limitation, its decision to contribute to LARPD's 401(h) 
Account. This modification or termination may occur even if it may affect any employee first hired 
prior to the date of such modification, any person who retired prior to such date, and/or any person 
who became a spouse or dependent of an employee or retiree prior to such date. 
 

5. All contributions by LARPD to its 401(h) sub-account shall be governed by requirements of the 
IRC and all administrative and other applicable rules established by ACERA governing such 
sub-account and ACERA's 401(h) Account. 

 
 

ON MOTION of Director _________, seconded by Director ________, the foregoing resolution 
was passed and adopted this 31st  day of May, 2023, by the following roll call vote: 
 
 
AYES:  Directors                 
NOES:              
ABSTENTIONS:             
ABSENT:                  
 

Approved this 31st  day of May, 2023, 
 
 
 

__________________________________ 
      James Boswell 
      Chair, Board of Directors 
ATTEST: 
 
 
 
________________________________ 
Mathew L. Fuzie 
General Manager and ex-officio Clerk 
to the Board of Directors 
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