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Agenda
• What is OPEB?
• Why Prefund OPEB?
• Pension Cost Components and Tools
• Why Prefund Pension? 
• Next Steps
• Questions and Contacts
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What is OPEB?
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Other Post-Employment 
Benefits (OPEB) are non-
pension benefits provided to 
retirees. 

OPEBLong Term 
Care

Dental 
Insurance

Health 
Insurance

Vision 
Insurance

Life 
Insurance
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Why Does OPEB Create an Employer Liability?
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Explicit Subsidy
A direct subsidy paid by the former employer toward a retiree’s premiums
Employer pays for all or a portion of the premium for retiree and/or dependent = 
OPEB liability

Implicit Subsidy
Employer provides access to coverage where retiree premiums are the same 
cost as active premiums
Excess of expected retiree claims over premiums charged = OPEB liability



Why Prefund OPEB?
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Why Prefunding OPEB is More Cost-Effective
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REDUCES FUTURE 
LIABILITIES

POTENTIAL FOR 
INVESTMENT GROWTH 

AND LOWER COSTS 

PRUDENT FINANCIAL 
MANAGEMENT
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Example: School’s Prefunding vs. Pay-Go

8

Measurement Date 6/30/2019
(Pay-Go)

6/30/2021
(Prefund)

Discount Rate 3.13% 5.00%

Total OPEB Liability $1,523,835 $1,433,070

Cumulative Section 115 Contributions $0 $153,021

Net Investment Income Generated $0 $14,493

Market Value of Assets $0 $167,514

Net OPEB Liability $1,523,835 $1,265,545 

Funded Status 0% 13%
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Example: County’s OPEB Cash Flow
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Financial Reporting Outcomes
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Financial Statements
Policy A
Pay-Go

NO Prefunding

Policy B
FULL Prefunding

Policy C
PARTIAL Prefunding

Total OPEB Liability $76.7 $50.3 $61.4

Market Value of Assets $0 $15.0 $7.5

Net OPEB Liability $76.7 $35.3 $53.9
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Prefunding OPEB Becomes Cheaper Than Pay-Go
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Time
Investment

Savings



Pension Cost Components
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Pension Cost Considerations
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Cost 
Considerations

• Normal Cost
• Ongoing perpetual cost
• Naturally rises due to payroll 

and/or headcount

• Unfunded Accrued Liability 
(UAL) 

• Exists for most agencies
• Will reoccur if plan is negative
• 6.8% interest
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Pension Contribution Example
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Prefunding Cost Management Tools
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July UAL 
Prepayment

Pension Management Tools
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UAL Fresh 
Start Program

Pension Management Tools
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Pension Management Tools
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• Makes up past underperformance
• Reduces pension UAL 
• Liquidity consideration

ADP (Additional Discretionary Payment)

• Stabilizes future cash flow
• Improves future capacity to pay

Section 115 Trust



Why Prefund Pension?
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Advantages of Prefunding Pension

20

MAINTAIN LOCAL 
CONTROL OF 
INVESTMENT

POTENTIAL FOR 
INVESTMENT GROWTH 

AND LOWER COSTS 

PRUDENT FINANCIAL 
MANAGEMENT
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Pension Funding Examples
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• Normal Costs, UAL Payments, Additional Discretionary 
Payments 

Prefund future pension costs in advance

Diversification for long-term investment success

• Mitigate market timing and large single contribution risks

Use this approach to dollar cost average ADPs
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Rainy Day Fund
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• Section 115 Trusts are geared 
toward higher yields and will likely 
outperform LAIF and earn more 
interest.

• Will provide additional income 
source and allow for greater 
budgetary stability.

Plan
Hypothetical 
Three Months 
Pension Cost

Miscellaneous $146,085 

PEPRA Miscellaneous $33,964 

Safety Police $150,346 

Safety Fire $3,662 

PEPRA Safety Police $17,024 

Total $351,081 



Next Steps
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Next Steps
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Schedule a consultation

Review funding options

Submit a contracting form

Setup trust account options
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CalPERS IRC Section 115 Trust Funds
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California Employers’ 
Retiree Benefit Trust 

(CERBT - OPEB)

• Voluntarily prefund non-pension, other 
post-employment benefits (OPEB)

• Established 2007

• 593 employer participants

• ~$28.8B assets

California Employers’ 
Pension Prefunding Trust 

(CEPPT - Pension)

• Voluntarily prefund required pension 
contributions

• Established 2019

• 106 employer participants

• ~$374M assets
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CEPPT/CERBT Investment Portfolios
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Portfolios
CERBT
OPEB

Strategy 1

CERBT
OPEB

Strategy 2

CERBT
OPEB

Strategy 3

CEPPT
Pension

Strategy 1

CEPPT
Pension

Strategy 2

Expected Return 6.4% 6.1% 5.8% 5.4% 4.9%

Standard Deviation 11.5% 9.5% 8.1% 8.4% 5.9%
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Total Participation Cost Fee Rate
• All-inclusive cost of participation 

–   CERBT OPEB: 8.5 basis points (bps) fee on asset balance
–   CEPPT Pension: 25 basis points (bps) fee on asset balance
–   Combines administrative, custodial, and investment fees 
–   Self-funded, not-for-profit, fee rate may change in the future
–   Zero cost to join
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Asset Value on Deposit* All-Inclusive 
Fee Rate Annual Cost

$1,000,000 8.5 Basis Points (0.085%) $850

$1,000,000 25 Basis Points (0.25%) $2,500
*Asset values shown assume the amount is deposited on the first day of a 12-month calendar year and remains constant the entire 12 months ending on the last day with the exact same amount. No investment gains/losses, or contribution additions/withdrawals are experienced at 
any time during the 12 months.
There are no additional fees of any kind. No set-up, joining, renewal, contribution, disbursement, termination fees. No minimum contribution amount.
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Questions?

Phone: 
(916) 795-8454

Email: 
CERBT4U@calpers.ca.gov

Website: 
https://www.calpers.ca.gov/
CERBT

mailto:CERBT4U@calpers.ca.gov
https://www.calpers.ca.gov/page/employers/benefit-programs/cerbt
https://www.calpers.ca.gov/page/employers/benefit-programs/cerbt
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