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GASB 45

1. Introduction to GASB 45
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GASB Statement 43 applies to reporting at the plan level

GASB Statement 45 applies to reporting at the employer level
Similar to pension accounting under GASB 25/27

Impacts all public employers with post-employment benefits plans
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Other Post-Employment Benefits
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Varies based on the revenue of the government entity

Fiscal years starting after:

It is Important to understand the magnitude of obligations NOW
In order to plan proactively.
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The employer must actuarially determine the annual required

———contribution (ARC), which-is the expense that will show up-inthe ——————
employer’s financial statements.

The employer must determine the net OPEB obligation, which is the
difference between the ARCs and actual contributions, accumulated
from the effective date of the new standards.

Other disclosures are required, including plan information, funding
progress, and schedule of employer contributions.
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GASB 45

2. Common Misconceptions
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We don’'t have to worry about OPEB because we have no written

agreement or formal benefit plan and the law specifically states that
benefits are subject to appropriation each year.”

Employers may have to report OPEB even if they do not
have a written plan and even in situations where benefits
are limited by the amount of funding approved by the
legislature.

OPEB exists whenever there is a mutual understanding
between employers and employees that such benefits will
be provided.
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premium, there is nothing to report.”
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If retirees pay the same healthcare premium as active
employees, they are, in fact, enjoying an implicit rate
subsidy

GASB requires the implicit rate subsidy to be treated as
OPEB cost today for active employees who will be able to
continue to purchase health insurance once they retire at the
same premium paid for active members
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“We are going to have to report a huge initial liability right away due to
GASB 45.”

All entities will start with a $0 financial statement liability

The initial unfunded obligation will be amortized as part of the
future cost (a component of annual required contribution or
ARC) over a period not to exceed 30 years

If the employer funds the ARC each year, a net liability will not
result

If the employer does not fund the ARC, a net liability will result
over time, roughly equal to the cumulative unfunded portion of
the ARC
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advance fund the future benefits.”
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GASB 43 and 45 does not require the advance funding of future
benefits.

The Statements only require the accounting and reporting of
expenses when incurred and OPEB liabilities for any unfunded or
under-funded ARCs.
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“We don’t need to address this until our reporting deadline.”

It is important for employers to understand the nature and
size of the overall obligation.

Potential design and funding decisions will take time to
address prior to the reporting deadline.
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3. Steps in the Valuation Process




PARTICIPANT
DATA

PLAN ACTUARIAL

PROVISIONS METHODS &
ASSUMPTIONS
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1. Start with current employees and retirees
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5. Calculate future benefit payments
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Annual Required Contribution (

net OPEB obligation

ARC — Payments = Cumulative
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4. Alternative Measurement Method
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GASB .com

Completion typically ranges from 2 to 5 hours
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5. What Do You Need To Do?




Obtain actuarial hel
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Questions?




Kyle Hughes
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