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Outline of Presentation

Ratieonale for the standards
Overview: oft the requirements

Impact on: the financial statements
Effect ofi the funding choice
Infermatien; thatwill seravailanle
GASE resources




What Isi OPEB?

ther ~est =mployment :=enefits

Postemploymen
(medical, denta

Other ferms: of

- ealthcare: Peneiits
, VISIon, hearng)

postemployment benefits

When previded separately frem a pension
plan (for example, liferinsurance; 10ng:

term care, cash
for services)

Stipends; i cempensation




Substance of the Transaction

Pensions, retiee healthrinsurance;, and all
ether postemployment benefits (OPEB)
are compensation; fieli Work: perfermed
teday’ by employEees, even thotigh the
employees don't receive the benefits unitil
the fiuture

Conseguently; It Is'a part ofi the cost: of
[0aay/s'senvices and should e accounted
for new, net 1n the: future




Basic Measurement: Steps

Preject cashr outfiows fior benefits

Discount: projected henefits ter present
Value: (P\Y)

Allocate the PV ef projected! henefits to
PEREAHS USINg an acceptanie actualial cost
Methed




Parameters for Prejections

Based! o actliall Experence: of covered group

Shpuld take: Into; consideration the establishead
pattern ofi sharng of benefit costs between the
empleyer and: planfmembers: te) that polnt

Healthcare cost trend rate

Discount rate based! on assets used to fund
9ENefits

Cholce of six cost allecation methods
Cholce off amortization methods




Employee Age Timeline

ﬁf\ﬁ 40 62
E’/gent agej

Age

Life
@XpectancL

St
Assumed age at

L retirement i
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Components of Annual Required Contribution
(the ARC)

o IIIII Arnoriizaiion of UAAL

Time




Key: OPEB! Information

s Actuarally: calculated measu
s Pojtion of the present value

re
off projected

penefits attrkuted tor past pereds

s Can be thought ol as the va
SErVICes, that wWere' received

Ue of employee
Oy the employer

anal taxpayers 1n pPast: PEroec
filnded

S Ut not paid or

» Presented i notes and RSl schedules




Key: OPEB' Infermation

x Derived fremactuaral valtiation
» Basisifor ORPEB expense: recognition

s Represents level ofi contribution effort
AECEessary’ onran 6ngeing, sustained hasis te
COVEr IS tWe Compenents:

Noermal cest (Service cost)
Amortization of Unfunded actuaral accrued lianlity,




Setting the Record Straight

Goevernments are

thelr OPEB—they
can continue to fimnance OPEB
ORI a Pay-as-yeuU-ge: hasis
In ether woerds, firem: a cash flow. or

dUdgetany perspective, there does not
jave te be any. change

HOWEVEY, there are accounting
ramifications related to the decision te
fundi or noet fund




How Willf OPEB, Impact the Einancial
Statements?

Annual expenses will'lve: greater thian
PElere—reporting cost of Benefits newly/
earmed plus amortized portion: of henefits

previeusly. earned

Expenditures willlincrease Iif a gevermment
BEgins te) filind=—oethernwise, there may: he ne

Impact en the govermmental fund statements
elivel]




How Willf OPEB, Impact the Einancial
Statements?

Fhe totall opligation fer OPEB WIllfnot
initally appear as a lianility

n iifa geVernment does not hegin
fundingl OPEB,, the liability: i/ make Iits wWay.
Nt the financial statements as a net
OPEE ebligationr




Accrual-Basis lllustration
(Inivial Year ofi Implementation)

Noermal cost (Service cost for year) $ 29,000
Amertization af the unfunded liapiliity 30,000
Annual reguired contribution (ARC) and
annual OPEB' cost/
Actual emploeyer contribution (pay-as-you-ge
amouni) (215710)0]0))
Increase In net OPEB ebligation
Net OPEB obligation—beginning (c==0:-2)




Determining the Discount Rate

I the employer IS expected to consistently
contbute an amount eguallite o greater than the
ARC, acconading to the funding policy, the: discount
rate Is the return en IRVestments; of plan; assets

[f-the plan has ne: plan; assets, the discount rateis
the returmr on Investments of empleyer assets—

Which Is likely terbe much smaller than the returmn
Ol plan assets

[iFthe plan ISHelng partially fuinded, discount rate
IS a blendead rate that reflects the proportienate

amounts of plan and employer assets expected to
e used

16




Impact off Funding| Decision
on the Discount Rate

ASsUmE We) geVEernMERtS are: the same In
all Important respects, Except ene: filinds
fiully and the' ether continues; 0n| a pay-as-

\V/OU-g0; basIsk

s [he'long-term rate: of return that can e
assumed by the gevernment that fitnds will
produce a much smaller UAAL and ARC than
that of the pay-as-you-go goevernment hased on
itS shorter-term rate of return




Piscounting at 3% andl 6%
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Present Value at 3% and 896
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What Information: \Will
Governments, Provide?
Note Disclosures—HHighlighis

Same things yeu See fiel PEnsIens:

» Description of the benefits, tyjpes and
AUMBErS ofF employees covered

s FUnding policy, Including contrbution: rates

x Vethods) analassumptions (e.9., healthcare
COSt rate, Investment return, amertzation
PEroed)

Plus...




Note Disclosures (continued)

Reguiired disclestre off finded status as, of
e most recent actuiaral valuatien: (same
elements off Infermation requiredias RSl in
Schedule eff Funding Pregress)

Linking language: to; RS|

Expanded explanatory, disclosures; in an
attempt te) make Infermation
URderstandanie tor a WIder range of
financiall report Users




What Information Willl Governments
Provide?
Required Supplementany Infermation

Again, Just like perRsions
s Schiedule ofi funding| progress
x Schiedule off employer contrbutiens




Eunding Pregresss Schedule

Actuarial
\VValuation

Date

6/30/X0

6/30/X1

6/30/X2

Actuarial
VValue of
Assets

C)

40)20[]0)

298,400

361,790

Actuarial
Accrued
LCraianirty
(AAL)—

Entry Age

)

$1,883,350

2,445,810

2,744,210

Unfunded
AAL
(UAAL)

(b—a)

$1,681,290

2,147,410

2,362,420

Funded
Ratio

(a/b)

10.73%

UAAL as a
Percentage
ol Covered

Payroll

©) ((b—2a)7/c)

Covered
Payroll

$ 4,789,238 35.11%

4,774,084

4,632,086




Fiscal
Year
Ended

6/30/X0

6/30/X1

6/30/X2

Schedule of Employer:
Contributions

Percentage of Net
Annual Annual OPEB OPEB
OPEB Cost Cost Contributed Obligation

$929,401

910,042

870,517




Resources at
WAV, §aS19.01g

OPEB fact sheet
Plain-language: summeary
Stmmaries of standards
Fechnical Inguiry ferm
On-line eraerng
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