
James Sanchez, City Attorney Shirley Concolino, City Clerk Russell Fehr, City Treasurer

John F. Shirey, City Manager

Meeting Date: 9/17/2013

Report Type: Staff/Discussion

Report ID: 2013-00701

Title: Authorize the City Treasurer to Contract with the  California Employers' 
Retiree Benefit Trust Program for Pre-Funding the City's Long-Term Retiree 
Health Benefits

Location: Citywide

Issue: Council action is required to authorize the City Treasurer to contract with the 
California Public Employees' Retirement System (CalPERS) to administer and invest the 
City's pre-funded long-term retiree benefits, and the execution of related documents and 
cash movements by the City Manager and City Treasurer to facilitate the program.

Recommendation: Pass a Resolution 1) authorizing the City Treasurer to execute a 
contract with CalPERS to pre-fund the City of Sacramento's long-term retiree health care 
and other post-employment benefits; 2) authorizing the City Treasurer to execute any 
legal and administrative documents on behalf of the City to contract with CalPERS; 3) 
authorizing the City Manager to establish an appropriation from committed fund balance 
to fund the CERBT; and 4) authorizing the City Manager to request and receive 
disbursements from the CERBT for payment of future retiree healthcare and other post-
employment benefit obligations.

Contact: John Colville, Chief Investment Officer, (916) 808-8297, Office of the City 
Treasurer

Presenter: John Colville, Chief Investment Officer, (916) 808-8297, Office of the City 
Treasurer

Department: City Treasurer

Division: City Treasurer

Dept ID: 05001011

Attachments:

1-Description/Analysis

2-June 30, 2011 GASB 45 Actuarial Valuation

3-Resolution

_______________________________________________________________
City Attorney Review

Approved as to Form

Steve Itagaki

9/9/2013 3:40:56 PM

City Treasurer Review
Reviewed for Impact on Cash and Debt

Russell Fehr
9/3/2013 10:26:42 AM
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Description/Analysis 

Issue Detail: The Government Accounting Standards Board (GASB) established GASB 
Statement Nos. 45 and 50 to address disclosure requirements and calculation standards 
for state and local governments on retiree healthcare and other postemployment 
benefits (OPEB).  As a result, the City contracted with Bartel Associates, LLC for an 
actuarial report calculating the long-term cost associated with the City’s OPEB. It was 
determined that based on actuarial standards the City’s OPEB liability is $440 million.  
To date, the City has funded the nearly $10 million annual payments to the retirees on a 
pay-as-you-go basis and has not established a program or policy to address the funding 
of OPEB liabilities going forward as it has for its defined benefit pension programs 
administered by CalPERS and SCERS.  The establishment of the proposed OPEB trust 
supports the City’s approach in addressing its OPEB liabilities.   

Policy Considerations:  In accordance with the City’s Administrative Policy No. 4102, 
the City Treasurer has approved the recommendation to contract with CalPERS on a sole 
source basis because the City will be able to invest assets in the California Employers’ 
Retiree Benefit Trust (CERBT) Fund with over 350 other state and local municipalities to 
achieve an asset allocation that historically has generated an average annual rate of 
return in excess of 7%.  Given the relative size of our expected contributions, the City 
would not have the capacity to diversify the portfolio to reduce risk and generate similar 
real returns.  In addition the establishment of the OPEB trust utilizing the considerable 
experience and resources of CalPERS could help solidify the City’s strong credit by the 
major rating agencies.

Economic Impacts: The economic impact is not quantifiable given the uncertainty of 
the contributions into the trust.  Contributions will vary from year to year and future 
contributions will be determined based on available resources at fiscal year-ends.  The 
OPEB liability of $440 million calculated by Bartel Associates was based on a 4.25% 
discount rate.  By contracting with CalPERS to manage the trust, the pooled investment 
would have an expected long-term rate of return in the range of 6.40%–7.60% based 
on our risk aversion, thereby reducing the City’s OPEB liability.

Environmental Considerations: Not applicable

Sustainability: Not applicable

Commission/Committee Action: None

Rationale for Recommendation: The City’s implementation of the GASB OPEB 
standards identified the large unfunded liability attributed to retiree healthcare 
expenses. The pay-as-you-go policy for paying the benefit is a significant burden on the 
City’s General Fund and the costs will only increase over time.  The implementation of 
an OPEB trust account will enable the City to set aside funds for future payments.  These 
funds will earn a higher expected rate of return over time thereby potentially reducing 
the General Fund’s contribution in the future.     
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Financial Considerations: CalPERS administers the California Employers’ Retiree 
Benefit Trust (CERBT) and assesses each agency a 15 basis points fee rate (0.0015% of 
deposited funds) to cover the administrative and investment services.  The fee rate is 
based on the actual cost of trust operations and can change annually.   

Emerging Small Business Development (ESBD): Not applicable   
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RESOLUTION NO. 2013-XXXX

Adopted by the Sacramento City Council
September 17, 2013

AUTHORIZE THE CITY TREASURER TO EXECUTE A CONTRACT WITH THE 
CALIFORNIA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM TO PRE-FUND THE 
CITY’S LONG-TERM RETIREE HEALTHCARE AND OTHER POST-EMPLOYMENT
BENEFITS; AND AUTHORIZE THE CITY MANAGER AND CITY TREASURER TO 

EXECUTE RELATED DOCUMENTS AND FINANCIAL TRANSACTIONS 
NECESSARY TO IMPLEMENT THE PROGRAM

BACKGROUND

A. The Government Accounting Standards Board (GASB) established GASB 
Statement Nos. 45 and 50 to address disclosure requirements and calculation 
standards for state and local governments on retiree healthcare and other post-
employment benefits (OPEB).

B. Under the requirements of GASB 45, the City contracted with Bartel Associates, 
LLC to calculate the long-term cost associated with the City’s OPEB.  Based on 
actuarial standards and a 4.25% discount rate, the City’s OPEB liability is $440 
million.

C. The City currently funds the nearly $10 million annual payments to retirees on a 
pay-as-you-go basis and has not established a program for funding the liabilities 
going forward.

D. The establishment of an OPEB trust will enable the City to set aside funds within 
an investment strategy that has potential to earn a higher investment return than 
the City’s Investment Pool A, where the funds are currently invested.  These 
higher returns will offset the required cash flow to fund the future benefit 
payments.

E. The California Public Employees’ Retirement System (CalPERS) manages 
OPEB funds for over 350 state and local municipalities with $2.7 billion in assets 
under management through its California Employers’ Retiree Benefit Trust 
(CERBT) Fund.  CERBT has three fund options that have expected long-term 
rates of return in the range of 6.40%-7.60% based on the investors risk 
tolerance.

F. Given the relative size of the City’s annual OPEB contribution, the City would not 
have the capacity to diversify the portfolio to reduce risk and generate similar real 
returns on its own.

G. The City Treasurer, under the City Charter, is responsible for the investment and 
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management of all City funds.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1. The City Council authorizes the City Treasurer to execute a contract with 
CalPERS to pre-fund the City’s long-term retiree healthcare and other 
post-employment benefits.  

Section 2. The City Council authorizes the City Treasurer to execute any legal and 
administrative documents on behalf of the City to contract with CalPERS.

Section 3. The City Council authorizes the City Manager to establish an appropriation 
from committed fund balance to fund the CERBT.

Section 4. The City Council authorizes the City Manager to request and receive 
disbursements from CERBT for payment of future retiree healthcare and 
other post-employment benefit obligations.
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