CiTYy OF NEW BEDFORD

JONATHAN F. MITCHELL, MAYOR

November 15, 2016

City Council President Linda Morad

- Honorable Members of the City Council
133 William Street
New Bedford, MA 02740

Dear Council President Morad and Honorable Members of the City Council:

I am submitting for your approval an ORDER that the City Council and Mayor
hereby approve the policy entitled “Other Post Employment Benefits Trust Fund” for the
purpose of establishing guidelines for the management of the City’s OPEB 11ab111ty, as
presented to the City Council on November 22, 2016
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OFFICE OF THE CFO

ARI J. SKY
CHIEF FINANCIAL OFFICER

CITY OF NEW BEDFORD

JONATHAN F. MITCHELL, MAYOR

November 15, 2016
TO: Mayor Jonathan F. Mitchell
FROM: Ari J. Sky, Chief Financial Officer
SUBJECT:  Proposed OPEB Trust Fund Policy

As you know, we have made the development and implementation of financial policies a
priority as part of the ongoing professionalization of the City’s financial management
processes. New Bedford has received a great deal of credit from the rating agencies and
the State for the adoption of policies that govern the management of fund balance, debt
issuance and investments.

In 2015, the City established the Other Post Employment Benefits (OPEB) Trust Fund,
which allows for the segregation of funds to address the City’s OPEB liability. Attached
is a draft policy for management of the fund, which includes strategies for investment and
withdrawals. Specifically, the policy designates 10% of certified General Fund Free
Cash, along with a proportional deposit from the City’s enterprise funds, as a minimal
annual target. In addition, the policy prohibits any withdrawals until the Trust Fund
balance is sufficient to maintain a two year reserve for retiree medical claims costs.

Thank you for your consideration. I respectfully request the inclusion of the proposed
policy in the Mayor’s Papers for the City Council’s November 22, 2016, meeting.
cc. City Treasurer

Attachment




CITY OF NEW BEDFORD
CITY COUNCIL

November 22, 2016

ORDERED: That the City Council and Mayor hereby approve the policy
entitled “Other Post Employment Benefits Trust Fund” for the purpose of establishing
guidelines for the management of the City’s OPEB liability, as presented to the City
Council on November 22, 2016.




CITY OF NEW BEDFORD, MASSACHUSETTS

Policy Title: Other Post Employment Benefits Trust Fund Effective Date:

I. INTRODUCTION

The purpose of this policy is to establish guidelines for the management of the impact of the
City’s Other Post Employment Benefits (OPEB) liability on the overall budget and credit rating,
within the context of the City’s long-term obligations tgi its retirees. The Other Post-
Employment Benefits (OPEB) Liability Trust Fund was i .\ established in 2015, with the
acceptance of Chapter 32B, Section 20, of the Massach General Laws, which requires the
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The City” cdm iyith union representatives and health care providers, will
continue to ke C othe OPEB liability by identifying revisions to benefit

A. Current retiree heslth. ations will be funded on a pay-as-you-go basis.

B. Withdrawals underany circumstances will not occur unless the Trust Fund balance is
sufficient to maintain at minimum a two year reserve for the City’s share of retiree claims
costs.

C. The City may only draw upon the Trust Fund to offset the impact of unexpected increases
in retiree benefit costs once the reserve benchmark has been attained, and only if such
increases will stabilize annual expenditures.

D. The City will evaluate, adopt and implement policies and strategies to limit future OPEB
liabilities as legislatively allowed and appropriate.

E. The City may, as available funds provide, opt to set aside more than the amount required
to achieve and maintain the benchmark reserve.




