
REPORT TO CITY COUNCIL 

 
 
DATE: JULY 28, 2009 

 

TO:  HONORABLE MAYOR AND MEMBERS OF THE CITY COUNCIL 

 

FROM: GREG RAMIREZ, CITY MANAGER 

 

BY:  CHRISTY PINUELAS, DIRECTOR OF FINANCE 

 

SUBJECT: OTHER POST EMPLOYMENT BENEFITS (OPEB) TRUSTEE 

 

 
The Governmental Accounting Standards Board (GASB) is an independent advisory board 
which sets accounting standards for state and local governments.  GASB has implemented a 
new standard which requires that governments post the long-term cost for retiree health benefit 
costs and publicly disclose the annual cost to fund that liability each year. GASB requires that 
the monies to fund the annual required contribution be placed into a separately held trust or 
that the City annually record the liability.  This liability, if not funded to a trust, will continue 
to grow on our financial statements.  Eventually, the total liability would be shown on our 
financial statements.  This year the contribution to the trust would be $166,000, from which the 
City will pay retiree medical costs.   
 
At the Goal Workshop, Council gave staff direction to seek an administrator and place the 
long-term cost for retiree health benefit costs in a trust.  Staff reviewed several options and 
found that the best two recommendations were either Public Agency Retirement System 
(PARS) or California Employers Retiree Benefits Trust (CERBT), operated by CalPERS.   
 
These recommendations were taken to the Finance Committee and a consensus was reached to 
recommend CalPERS as our administrator.  Staff recommends contracting with CalPERS for 
management and administration services for a post employment benefits trust.  The purpose of 
the trust is to accumulate, hold, and distribute medical benefit plan assets for the exclusive 
benefit of retirees and their beneficiaries within the meaning of IRS Code Section 115.  There 
is no sharing of either liability or investment earnings and separate employer accounts are 
maintained.  Plan assets are irrevocable and may not be used for any other purpose other than 
the purpose of the trust.  Withdrawal of plan assets is not permitted except to transfer to 
another trust after three years.  However, the City may elect at any time to stop making 
contributions and to join another trust. 
 
Plan contributions transfer assets to the trust, and accordingly, plan assets are not carried on the 
City’s books and are not subject to the City’s investments policy.  The Trustee, CalPERS, will 
actively manage plan assets with a long term expected discount rate of 7.75%.  
 
 
 
 
 



 
 
In comparing the two options staff compared the following items: 
 

 CERBT (CalPERS) PARS 

Investment Control Controlled by CalPERS Agency has choice of investment plans 

Annual fees/cost .20 to .50% no minimum 0.60% ($400/monthly min) 

Required Contract 3 Years Minimum 90 Days Minimum 

 
While the cost of administering the trust would be less under CalPERS ($1,000 vs. $4,800 
annually), the expertise of the CalPERS investment staff and the fact that they use a variety of 
sources to purchase their investments was the biggest factor used in making a recommendation.   
 
RECOMMENDATION 

 
It is recommended the City Council adopt the necessary plan documents, The Agreement and 
Election of City of Agoura Hills to Prefund Other Post Employment Benefits Through 
CalPERS and the Delegation of Authority to Request Disbursements, which will name 
CalPERS as the Trustee of our OPEB Funds. 
 
Attachments:     Agreement and Election of City of Agoura Hills to Prefund Other Post Employment Benefits    

Through CalPERS and Delegation of Authority to Request Disbursements 
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