
 
 

 
 
TO:    Financial Commission 
 
FROM:   Kim Juran-Karageorgiou, Administrative Services Director 

SUBJECT:   Other Post-Employment Benefits (OPEB) 
 
RECOMMENDATION:    

Receive report from sub-committee on establishing an Internal Revenue 
Code Section 115 Irrevocable Trust for the City’s OPEB reserve and develop 
recommendation on pre-funding the City’s OPEB liability 

 
 
BACKGROUND 
 
The Financial Commission received a report at its meeting on September 21, 2015 from the 
City’s actuary, Bartel Associates, on the June 30, 2014 GASB 45 OPEB Actuarial Valuation.  
At this meeting, the commission discussed pre-funding the City’s OPEB liability by placing 
funds into an Internal Revenue Code (IRC) Section 115 Irrevocable trust.  The commission 
appointed a sub-committee to meet and further discuss pre-funding and look at the various 
investment options. 
 
 
DISCUSSION 
 
The OPEB sub-committee met on October 1, 2015 to further discuss pre-funding the City’s 
OPEB liability.  The sub-committee evaluated 1) if pre-funding OPEB was the desired 
course of action given other competing demands for city resources, and 2) if the City should 
establish an IRC Section 115 Irrevocable Trust with an investment firm.  The sub-committee 
agreed that pre-funding the City’s OPEB liability was the appropriate course of action as it 
demonstrates prudent fiscal management and will improve the City’s balance sheet.   In 
addition, by pre-funding the City’s OPEB liability and placing these funds into an IRC 
Section 115 Irrevocable trust the City can take advantage of more competitive investment 
returns to offset future OPEB contributions. 
 
The sub-committee also reviewed the different trust administrators offering OPEB 
Irrevocable Trust and Investment Services.  In this review, the sub-committee looked at 
historical investment returns and investment management and administration fees charged 
by each of the trust administrators.  In addition, the sub-committee also considered the 
results of recent Request for Proposals issued by other cities for OPEB trust administration.  
The sub-committee found that the California Employers’ Retiree Benefit Trust (CERBT) 
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administered by CalPERS stood out from the others with a significantly lower cost while 
also providing the City with options for asset allocation without requiring substantial 
management by staff.  The CERBT currently serves 462 California agencies including 
Burlingame, Menlo Park, Los Altos Hills, and Los Gatos and manages over $4.4 billion of 
assets.  The CERBT offers three investment strategies that provide varying allocation 
strategies among the same public market asset classes.  Additional information on each of 
these investment strategies and a list of contracted employers is attached to this report. 
 
The commission will further discuss the various investment strategies and funding level at is 
meeting on October 19, 2015.   
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 


























