
4/02/2020 – 7G – 1  

April 2, 2020 
 
TO:  LOCSD Board of Directors 
 
FROM: Ron Munds, General Manager 
 
SUBJECT: Agenda Item 7G – 4/2/2020 Board Meeting 
Recommendation to Amend the Pacific Premier Bank Interest Agreement for the 
Fire and Water Reserve Accounts 
 
DESCRIPTON 
 
Based on the current financial situation and the recent Federal rate interest rates 
cuts, Pacific Premier Bank is requesting the District approve a modification to 
the interest rate variance in the District’s original agreement in lieu of terminating 
the entire agreement. 
 
STAFF RECOMMENDATION  
 
This item will be approved along with the Consent Calendar unless it is 
pulled by a Director for separate consideration. If so, staff recommends that 
the Board adopt the following motion:  
 
Motion: I move to approve the interest rate modification as presented in 
the amended Exhibit A of the Contract for Deposit of Public Funds 
agreement (attached) with Pacific Premier Bank. 
 
DISCUSSION 
 

In 2018, the District opened two separate accounts for the Fire and Water 
reserves with Pacific Premier Bank (Pacific Premier). The agreement specified 
that the interest rate would be based on the current LAIF index plus ten (10) 
basis points. On March 17th, the General Manager was notified by Pacific 
Premier that with the recent Federal rate cuts over the span of the past month, 
Pacific Premier has evaluated all relationships and adjusted add-ons as a result 
of the Federal rate reduction.  In lieu of terminating the agreement, a decision 
was made by Pacific Premier to request a modification the agreement specific to 
the rate variance in Appendix A from ten (10) basis points to five(5) which is 
competitive with interest the District is earning on our LAIF investments. The 
District’s bank account manager has indicated that if the Federal rate changes, 
Pacific Premier will consider returning to the ten (10) basis points in the future. 
 
The General Manager supports the proposed modification since it continues to 
provide a relative high interest when compared to other options currently 
available in the banking industry. Termination of the agreement by Pacific 
Premier would result in a significant decrease in interest income in both funds. 
Additionally, the District has developed a mutually beneficial working relationship 
with the local branch of Pacific Premier which will assist in guiding the District in 
future investment opportunities as the banking industry changes.  
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Financial Impact 
 
The obvious impact is a slight decrease in interest earnings for the Fire and Water reserve accounts. 
Though as previously stated, the interest rate being  
offered is very competitive when compared to other options. For Fund 500, the interest income is 
estimated to exceed the fiscal year 2019-20 budgeted amount even with this change. For Fund 301, 
the revenue projection for interest income was revised upwards at mid-year. This may result in a 
slight revenue shortfall; staff will monitor the situation and report back to the Board if there is a 
significant difference between projected and actual interest revenue. As mentioned, termination of the 
agreement would result in significant loss of interest income to both funds due to the much lower 
rates available currently in the banking industry. 
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