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Title

 
Recommendation to Authorize the City Manager to Negotiate and Execute a Consultant Agreement with Public Agency
Retirement Services (PARS) for a Post-Employment Retirement Benefit (OPEB) Plan; and
 
Adoption of Resolution Authorizing the Establishment of an Internal Revenue Code (IRC) Section 115 Irrevocable Trust
(OPEB Trust) with PARS to Prefund Post Employment Benefits for Eligible Retirees. (Finance 07200)
Body

 
To: Honorable Mayor and Members of the City Council
 
From: John A. Russo, City Manager
 
Re:  Authorize  the  City  Manager  to  Negotiate  and  Execute  a  Consultant  Agreement  with Public  Agency  Retirement
Services (PARS) for a Post-Employment Retirement Benefit (OPEB) Plan
 
Adopt  a Resolution Authorizing the Establishment  of  an Internal Revenue Code (IRC) Section 115 Irrevocable Trust
(OPEB Trust) With PARS To Prefund Post Employment Benefits for Eligible Retirees
 
BACKGROUND
 
This past summer, the City Council received a report on the extent of  the City's Post-Employment Retirement Benefit
liabilities and a summary of potential solutions to address the problem.  As Council will recall, OPEB benefits, which are
considered part of employee compensation but not received until retirement, can include medical, dental, vision, hearing,
life insurance or long term care insurance.  In Alameda, they include retiree medical and dental benefits only.  They do not
include pension benefits.  
 
At the time the report was presented, the Council directed staff  to investigate the possibility of  creating an OPEB Trust
(Trust).  The purpose of the Trust  would be to accumulate funds for payment of the City's future OPEB liability.  Funds
deposited into such a Trust are protected and can only be used for OPEB payments.  Both the City and employees can
contribute to the Fund and, as money is accumulated, the investment returns help fund the benefits.
 
DISCUSSION
 
Staff  reviewed  two  major  OPEB  trust  administered  programs:  California  Employers'  Retirement  Benefit  Trust  Fund
(CERBT) and Public Agency Retirement Services (PARS). These two organizations both handle California public agency
funds in compliance with GASB 45 and IRC Section 115 requirements.  CERBT is administered by the Public Employers'
Retirement System (PERS), who also administers the City's retirement program. PARS provides supplemental retirement
services to cities, counties, special districts and school districts throughout the State, including to the City of Alameda for
its part-time employees as well as a closed plan for three previously appointed employees.
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After reviewing the capabilities and plan requirements of  both firms, City staff  recommends that the City contract with
PARS to  provide a flexible plan that can be tailored to  handle needs of  the City. PARS has extensive experience in
administering OPEB Trusts.  PARS is not a broker of services but a direct trust administrator. The PARS teams with High
Mark Capital Manager, a wholly-owned subsidiary of Union Bank, for the investment of funds.  
 
CERBT requires entering into  an irrevocable three-year term and obtaining biennial actuarial evaluations of  the OPEB
Trust. Conversely, PARS allows participants flexibility in funding the plan and the ability to structure the investment options
to meet Alameda's goals.  PARS also does not require a specific term commitment for investment of the funds. To date,
over 100 public agencies are participating in the PARS Public Agencies Post-Retirement Health Care Plan to pre-fund their
OPEB obligation.
 
As outlined above, it  is  staff's  belief  that the PARS Plan is more flexible and responsive to  the City's needs.  Staff
therefore recommends establishing an OPEB Trust with PARS thereby allowing the City to begin prudently investing and
saving for future retiree health and dental benefit costs.  
 
FINANCIAL IMPACT
 
The City has set aside over one million dollars in an OPEB internal service fund (Fund 720) which is available to cover
pre-funding requirements. The City will complete its 2013 OPEB actuarial study to  determine the amount of  the City's
OPEB obligation before funds are deposited into the OPEB trust.  Pre-funding the OPEB Obligation will enable the City to
reduce its future OPEB liability.
 
MUNICIPAL CODE/POLICY DOCUMENT CROSS REFERENCE
 
Specific post employment benefits provided to each bargaining unit are detailed in each of their current memorandums of
understanding (MOUs) as approved by the City Council.
 
ENVIRONMENTAL REVIEW
 
This activity is not a project and is exempt from the California Environmental Quality Act (CEQA) pursuant to  section
15378 (b)(4) of  the CEQA Guidelines, because it  involves governmental fiscal activities,  which does not  involve any
commitment to any specific project which may result in a potentially significant physical impact on the environment.
 
RECOMMENDATION
 
Authorize the City Manager to  negotiate and execute a consultant agreement with Public Agency Retirement Services
(PARS) for Post-Employment Retirement Benefit (OPEB) Plan.
 
Adopt a resolution authorizing the establishment of an Internal Revenue Code Section 115 Irrevocable Trust (OPEB Trust)
with PARS to prefund post employment benefits for eligible retirees.
 
Respectfully submitted,
Fred Marsh, Finance Director
 
cc:      Mitch Barker, PARS
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