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CITY OF MARTINEZ CITY COUNCIL AGENDA 
 May 7, 2008 
 
 
TO: Mayor and City Council 

 
FROM:    
 
PREPARED BY: 
 

Budget Subcommittee – Rob Schroder/Mark Ross 
 
Lianne Marshall, Assistant City Manager, Administrative Services 
Cathy Heater, Finance Manager 
 

SUBJECT: 
 
 
DATE: 
                 

Authorize a Trust Agreement with CalPERS to Provide Retiree  
Benefit Trust Services for Other Post Employment Benefits 
 
April 9, 2008 

  
RECOMMENDATION: 
 
Adopt a resolution to authorize the establishment of a California Employers’ Retiree Benefit Trust 
(CERBT) fund with the California Public Employees’ Retirement System (CalPERS), delegate 
authority to request disbursements from the funds, and execute all related documents. 
 
The Budget Subcommittee met on February 5, 2008, and recommended forwarding to the City 
Council for approval. 
 
BACKGROUND: 
 
In June 2004, the Governmental Accounting Standards Board (GASB) issued GASB Statement 
45, a directive to public agencies to report the costs and financial obligations for post-employment 
healthcare and other post-employment benefits (OPEB) much like the existing accounting 
requirement to report pension obligations.  Post-employment healthcare benefits are a significant 
financial commitment for many government agencies, including Martinez. 
 
Statement 45 does not require establishing a trust, but only funds placed in an irrevocable trust 
qualify as contributions for accounting purposes. An irrevocable trust legally sets aside amounts 
contributed solely for the payment of current and future retiree healthcare premiums.  Once set 
aside, the money cannot be diverted to other purposes, nor is it subject to claims by creditors of 
the City.  It can only be used to pay retiree healthcare premiums.  Another feature of an 
irrevocable trust is that funds being held can be managed for investment purposes to achieve a 
higher investment return.  As a result, the City’s actuary was able to assume a 7.75% return rather 
than a much lower rate that would be assumed if the funds are not in a trust, which lowers the 
City’s annual required contribution (ARC).     
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Staff considered several options and is recommending CalPERS for several reasons.  CalPERS 
already administers the City’s pension and sworn health benefits plans; the City can benefit from 
their investment expertise and leverage, with expectations of investment returns similar to that of 
the pension investment (7.75%), thereby reducing the City’s Unfunded Actuarial Accrued 
Liability (UAAL); and since CalPERS is a non-profit entity, their fees, based on an allocation of 
administration costs over all plans, are estimated to be about 40 basis points, which is less 
expensive than other programs. 
 
CalPERS established the CERBT fund, an irrevocable trust, in March 2007 for the purpose of 
receiving employer OPEB contributions.  This fund was made available to all public agencies 
beginning January 1, 2008.  At this time 45 agencies have enrolled with contributions totaling 
$260 million, and a number of others in process.   
 
Employers that elect to participate in the CERBT make contributions into the trust fund.  In the 
future, participating employers will use investment earnings to pay for a significant portion of 
retiree health benefits, similar to the CalPERS pension trust.  Three out of four dollars paid for 
pension benefits come from pension trust investment earnings. 
 
In 2006-07, staff engaged Aon Consulting to prepare the City’s actuarial report as required by 
GASB 45.  Recently, the City requested that Aon modify the report to use PERS’ actuarial 
assumptions.  The results of the actuarial report indicate that the City has a current unfunded 
OPEB liability of $14,010,000.  The City has already established a reserve of $4 million for 
retiree healthcare obligations which will be transferred to the trust.  Using a 30 year amortization 
period, the City’s obligation is $1,102,000 for this fiscal year and $894,000 for next fiscal year, 
which includes the pay-as-you-go for the fiscal years 2008 and 2009.  GASB 45 requires an 
actuarial report to be done biannually.  The next report will be done July 1, 2009. 
 
The City has been fully funding its annual required contribution (ARC) for its OPEB for the past 
several years in anticipation of GASB 45.  Pre-funding OPEB obligations produces important 
benefits: 

• Pre-funding reduces future cost impacts. 
• Investment returns from trust fund investments will be used to pay for future 

benefits, thereby lowering future employer costs. 
• The higher investment return rate, expected to be earned by trust assets used to 

pre-fund OPEB obligations, will lower the employer’s annual expense and the net 
OPEB obligation. 

• Lower unfunded liability may result in a higher bond rating. 
• The financial security of employees and retirees is improved. 

 
FISCAL IMPACT: 
 
Funding has been incorporated in the budget for Fiscal Years 2007-08 and 2008-09. 
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ACTION: 
 
Motion adopting a resolution approving a trust agreement with CalPERS to provide retiree benefit 
trust services, and approval of all related documents to facilitate the funding, investment 
management and administration of Other Post Employment Benefits.  
 
 
Attachment:  
Resolution     
Agreement and Election to pre-fund OPEB through CalPERS 
Delegation of Authority to Request Disbursements 
Certification of OPEB Actuarial Information 
Certification of Funding Policy 

 
 
 

 
 

APPROVED BY:      
City Manager  
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RESOLUTION NO. 08 
  

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MARTINEZ APPROVING 
AN AGREEMENT WITH THE CALIFORNIA PUBLIC EMPLOYEES’RETIREMENT 
SYSTEM AND AUTHORIZING THE DELEGATION OF AUTHORITY TO REQUEST 
DISBURSEMENTS ON BEHALF OF THE EMPLOYER FROM THE OTHER POST 

EMPLOYMENT PREFUNDING PLAN 
 
 
WHEREAS, GASB 45 requires government agencies to report their 
obligations for Other Post Employment Benefits (OPEB) for its 
employees and retirees; and 
 
WHEREAS, the City of Martinez wishes to establish a trust for 
administration and investment of the funds for the City’s OPEB 
obligations; and 
 
WHEREAS, Government Code Section 22940 establishes in the State 
Treasury the Annuitants’ Health Care Coverage Fund for the 
prefunding of health care coverage for annuitants (Prefunding 
Plan); and 
 
WHEREAS, the California Public Employees’ Retirement System 
(CalPERS) Board of Administration (the Board) has sole and 
exclusive control and power over the administration and 
investment of the Prefunding Plan; and 
 
WHEREAS, the City of Martinez is a contracting agency under the 
Public Employees’ Medical and Hospital Care Act administered by 
the Board and desires to participate in the Prefunding Plan upon 
the term and conditions set out by the Board and contained in the 
Agreement and Election of the City of Martinez. 
 
NOW, THEREFORE, BE IT RESOLVED the City Council of the City of 
Martinez authorizes the establishment of a California Public 
Employers’ Retiree Trust fund with CalPERS; and 
 
BE IT FURTHER RESOLVED the City Council of the City of Martinez 
delegates to the incumbents in the positions of Assistant City 
Manager-Administrative Services and the City Treasurer the 
authority to request on behalf of the City of Martinez 
disbursements from the Other Post Employment Prefunding Plan; and 
 
BE IT FURTHER RESOLVED that the Mayor is hereby authorized to 
execute the Agreement and the delegation of authority to request 
disbursements. 
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* * * * * * 

 
I HEREBY CERTIFY that the foregoing is true and correct copy of a 
resolution duly adopted by the City Council of the City of 
Martinez at a Regular Meeting of said Council held on May 7, 
2008, by the following vote: 
 
 
AYES: 
 
NOES: 
 
ABSENT: 

 
 
 
RICHARD G. HERNANDEZ, CITY CLERK 

      CITY OF MARTINEZ 
 




























