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Summary

The primary objective of this Statement is to improve accounting and financial
reporting by state and local governments for postemployment benefits other
than pensions (other postemployment benefits or OPEB). It also improves
information provided by state and local governmental employers about financial
support for OPEB that is provided by other entities. This Statement results from
a comprehensive review of the effectiveness of existing standards of account-
ing and financial reporting for all postemployment benefits (pensions and
OPEB) with regard to providing decision-useful information, supporting assess-
ments of accountability and interperiod equity, and creating additional transpar-
ency.

This Statement replaces the requirements of Statements No. 45, Accounting
and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions, as amended, and No. 57, OPEB Measurements by Agent Employers
and Agent Multiple-Employer Plans, for OPEB. Statement No. 74, Financial
Reporting for Postemployment Benefit Plans Other Than Pension Plans, es-
tablishes new accounting and financial reporting requirements for OPEB plans.

The scope of this Statement addresses accounting and financial reporting for
OPEB that is provided to the employees of state and local governmental
employers. This Statement establishes standards for recognizing and measur-
ing liabilities, deferred outflows of resources, deferred inflows of resources, and
expense/expenditures. For defined benefit OPEB, this Statement identifies the
methods and assumptions that are required to be used to project benefit
payments, discount projected benefit payments to their actuarial present value,
and attribute that present value to periods of employee service. Note disclosure
and required supplementary information requirements about defined benefit
OPEB also are addressed.

In addition, this Statement details the recognition and disclosure require-
ments for employers with payables to defined benefit OPEB plans that are
administered through trusts that meet the specified criteria and for employers
whose employees are provided with defined contribution OPEB. This State-
ment also addresses certain circumstances in which a nonemployer entity
provides financial support for OPEB of employees of another entity.

In this Statement, distinctions are made regarding the particular require-
ments depending upon whether the OPEB plans through which the benefits are
provided are administered through trusts that meet the following criteria:

• Contributions from employers and nonemployer contributing entities to the
OPEB plan and earnings on those contributions are irrevocable.

• OPEB plan assets are dedicated to providing OPEB to plan members in
accordance with the benefit terms.
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• OPEB plan assets are legally protected from the creditors of employers,
nonemployer contributing entities, the OPEB plan administrator, and the
plan members.

Defined Benefit OPEB

Defined Benefit OPEB That Is Provided through OPEB Plans
That Are Administered through Trusts That Meet the
Specified Criteria

For OPEB that is administered through a trust that meets the specified
criteria, requirements differ based on the number of employers whose employ-
ees are provided with OPEB through the OPEB plan and whether OPEB
obligations and OPEB plan assets are shared by the employers. Employers are
classified in one of the following categories for purposes of this Statement:

• Single employers are those whose employees are provided with defined
benefit OPEB through single-employer OPEB plans—OPEB plans in which
OPEB is provided to the employees of only one employer (as defined in this
Statement).

• Agent employers are those whose employees are provided with defined
benefit OPEB through agent multiple-employer OPEB plans—OPEB plans
in which plan assets are pooled for investment purposes but separate
accounts are maintained for each individual employer so that each em-
ployer’s share of the pooled assets is legally available to pay the benefits of
only its employees.

• Cost-sharing employers are those whose employees are provided with
defined benefit OPEB through cost-sharing multiple-employer OPEB
plans—OPEB plans in which the OPEB obligations to the employees of
more than one employer are pooled and plan assets can be used to pay the
benefits of the employees of any employer that provides OPEB through the
OPEB plan.
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Measurement of the OPEB Liability to Employees for
Benefits

This Statement requires the liability of employers and nonemployer contrib-
uting entities to employees for defined benefit OPEB (net OPEB liability) to be
measured as the portion of the present value of projected benefit payments to
be provided to current active and inactive employees that is attributed to those
employees’ past periods of service (total OPEB liability), less the amount of the
OPEB plan’s fiduciary net position.

The total OPEB liability generally is required to be determined through an
actuarial valuation. However, if fewer than 100 employees (active and inactive)
are provided with OPEB through the plan, use of a specified alternative
measurement method in place of an actuarial valuation is permitted. An actu-
arial valuation or a calculation using the specified alternative measurement
method of the total OPEB liability is required to be performed at least every two
years, with more frequent valuations or calculations encouraged. If an actuarial
valuation or a calculation using the alternative measurement method is not
performed as of the measurement date, the total OPEB liability is required to be
based on update procedures to roll forward amounts from an earlier actuarial
valuation or alternative measurement method calculation (performed as of a
date no more than 30 months and 1 day prior to the employer’s most recent
fiscal year-end). Unless otherwise specified by this Statement, all assumptions
underlying the determination of the total OPEB liability and related measures
set forth by this Statement are required to be made in conformity with Actuarial
Standards of Practice issued by the Actuarial Standards Board.

Projections of benefit payments are required to be based on claims costs, or
age-adjusted premiums approximating claims costs, and the benefit terms and
legal agreements existing at the measurement date. For purposes of evaluating
the benefit terms, consideration is required to be given to the written plan
document, as well as other information, including other communications be-
tween the employer and employees and an established pattern of practice with
regard to the sharing of benefit-related costs with inactive employees. Certain
legal or contractual caps on benefit payments to be provided are required to be
considered in projections of benefit payments.

This Statement requires that projections of benefit payments incorporate the
effects of projected salary changes (if the OPEB formula incorporates future
compensation levels) and service credits (if the OPEB formula incorporates
periods of service), as well as projected automatic postemployment benefit
changes, including automatic cost-of-living-adjustments (COLAs). The effects
of ad hoc postemployment benefit changes (including ad hoc COLAs), if they
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are considered to be substantively automatic, also are required to be included
in the projections. This Statement also requires that projections of benefit
payments include certain taxes or other assessments expected to be imposed
on the benefit payments.

Projected benefit payments are required to be discounted to their actuarial
present value using the single rate that reflects (1) a long-term expected rate of
return on OPEB plan investments to the extent that the OPEB plan’s fiduciary
net position is projected to be sufficient to make projected benefit payments and
OPEB plan assets are expected to be invested using a strategy to achieve that
return and (2) a tax-exempt, high-quality municipal bond rate to the extent that
the conditions for use of the long-term expected rate of return are not met.

This Statement requires that the actuarial present value of projected benefit
payments be attributed to periods of employee service using the entry age
actuarial cost method with each period’s service cost determined as a level
percentage of pay. The actuarial present value is required to be attributed for
each employee individually, from the first period in which the employee provides
service under the benefit terms, through the period in which the employee exits
active service.

Alternative measurement method

This Statement includes an option for the use of a specified alternative
measurement method in place of an actuarial valuation for purposes of deter-
mining the total OPEB liability for benefits provided through an OPEB plan in
which fewer than 100 employees (active and inactive) are provided with OPEB
through the plan. The alternative measurement method is an approach that
includes the same broad measurement steps as an actuarial valuation (project-
ing benefit payments, discounting projected benefit payments to a present
value, and attributing the present value of projected benefit payments to periods
using an actuarial cost method). However, it permits simplification of certain
assumptions.

Single and Agent Employers

In financial statements prepared using the economic resources measurement
focus and accrual basis of accounting, a single or agent employer that does not
have a special funding situation is required to recognize a liability equal to the
net OPEB liability. The net OPEB liability is required to be measured as of a date
no earlier than the end of the employer’s prior fiscal year and no later than the
end of the employer’s current fiscal year (the measurement date), consistently
applied from period to period.
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The OPEB expense and deferred outflows of resources and deferred inflows
of resources related to OPEB that are required to be reported by an employer
primarily result from changes in the components of the net OPEB liability—that
is, changes in the total OPEB liability and in the OPEB plan’s fiduciary net
position.

This Statement requires that most changes in the net OPEB liability be
included in OPEB expense in the period of the change. For example, changes
in the total OPEB liability resulting from current-period service cost, interest on
the total OPEB liability, and changes of benefit terms are required to be included
in OPEB expense immediately. Projected earnings on the OPEB plan’s invest-
ments also are required to be included in the determination of OPEB expense
immediately.

In circumstances in which the net OPEB liability is determined based on the
results of an actuarial valuation, the effects of certain other changes in the net
OPEB liability are required to be included in OPEB expense over the current
and future periods. The effects on the total OPEB liability of (1) changes of
economic and demographic assumptions or of other inputs and (2) differences
between expected and actual experience are required to be included in OPEB
expense in a systematic and rational manner over a closed period equal to the
average of the expected remaining service lives of all employees that are
provided with benefits through the OPEB plan (active employees and inactive
employees), beginning in the current period.

Under all means of determining the net OPEB liability, the effect on the net
OPEB liability of differences between the projected earnings on OPEB plan
investments and actual experience with regard to those earnings is required to
be included in OPEB expense in a systematic and rational manner over a
closed period of five years, beginning in the current period.

Changes in the net OPEB liability that have not been included in OPEB
expense are required to be reported as deferred outflows of resources or
deferred inflows of resources related to OPEB.

Employer contributions subsequent to the measurement date of the net
OPEB liability are required to be reported as deferred outflows of resources.

In governmental fund financial statements, a net OPEB liability is required to
be recognized to the extent the liability is normally expected to be liquidated
with expendable available financial resources. OPEB expenditures are required
to be recognized equal to the total of (1) amounts paid by the employer to the
OPEB plan, including amounts paid for OPEB as the benefits come due, and
(2) the change between the beginning and ending balances of amounts nor-
mally expected to be liquidated with expendable available financial resources.
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Notes to financial statements

This Statement requires that notes to financial statements of single and agent
employers include descriptive information, such as the types of benefits pro-
vided and the number and classes of employees covered by the benefit terms.
Single and agent employers also are required to disclose information that
includes the following, as applicable:

• For the current year, sources of changes in the net OPEB liability
• Significant assumptions and other inputs used to calculate the total OPEB

liability, including those about inflation, the healthcare cost trend rate, salary
changes, ad hoc postemployment benefit changes (including ad hoc
COLAs), and inputs to the discount rate, as well as certain information about
mortality assumptions and the dates of experience studies

• The date of the actuarial valuation or calculation using the alternative
measurement method used to determine the total OPEB liability, information
about changes of assumptions or other inputs and benefit terms, the basis
for determining employer contributions to the OPEB plan, and information
about the purchase of allocated insurance contracts, if any.

Required supplementary information

This Statement requires single and agent employers to present in required
supplementary information the following information, determined as of the
measurement date, for each of the 10 most recent fiscal years:

• Sources of changes in the net OPEB liability
• The components of the net OPEB liability and related ratios, including the

OPEB plan’s fiduciary net position as a percentage of the total OPEB liability,
and the net OPEB liability as a percentage of covered-employee payroll.

If an actuarially determined contribution is calculated for a single or agent
employer, the employer is required to present in required supplementary infor-
mation a schedule covering each of the 10 most recent fiscal years that includes
information about the actuarially determined contribution, contributions to the
OPEB plan, and related ratios. If a single or agent employer does not have
information about an actuarially determined contribution but has a contribution
requirement that is established by statute or contract, the employer is required
to present a schedule covering each of the 10 most recent fiscal years that
includes information about the statutorily or contractually required contribution
rates, contributions to the OPEB plan, and related ratios.
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Significant methods and assumptions used in calculating the actuarially
determined contributions, if applicable, are required to be presented as notes to
required supplementary information. In addition, the employer is required to
explain certain factors that significantly affect trends in the amounts reported in
the schedules.

Cost-Sharing Employers

In financial statements prepared using the economic resources measurement
focus and accrual basis of accounting, a cost-sharing employer that does not
have a special funding situation is required to recognize a liability for its
proportionate share of the net OPEB liability (of all employers for benefits
provided through the OPEB plan)—the collective net OPEB liability. An employ-
er’s proportion is required to be determined on a basis that is consistent with
the manner in which contributions to the OPEB plan are determined. The use
of the employer’s projected long-term contribution effort as compared to the
total projected long-term contribution effort of all employers as the basis for
determining an employer’s proportion is encouraged.

A cost-sharing employer is required to recognize OPEB expense and report
deferred outflows of resources and deferred inflows of resources related to
OPEB for its proportionate shares of collective OPEB expense and collective
deferred outflows of resources and deferred inflows of resources related to
OPEB.

In addition, the effects of (1) a change in the employer’s proportion of the
collective net OPEB liability and (2) differences during the measurement period
between certain of the employer’s contributions and its proportionate share of
the total of certain contributions from employers included in the collective net
OPEB liability are required to be determined. These effects are required to be
recognized in the employer’s OPEB expense in a systematic and rational
manner over a closed period equal to the average of the expected remaining
service lives of all employees that are provided with OPEB through the OPEB
plan (active employees and inactive employees). The portions of the effects not
recognized in the employer’s OPEB expense are required to be reported as
deferred outflows of resources or deferred inflows of resources related to
OPEB. Employer contributions to the OPEB plan subsequent to the measure-
ment date of the collective net OPEB liability also are required to be reported as
deferred outflows of resources related to OPEB.

In governmental fund financial statements, the cost-sharing employer’s pro-
portionate share of the collective net OPEB liability is required to be recognized
to the extent the liability is normally expected to be liquidated with expendable
available financial resources. OPEB expenditures are required to be recognized
equal to the total of (1) amounts paid by the employer to the OPEB plan,
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including amounts paid for OPEB as the benefits come due, and (2) the change
between the beginning and ending balances of amounts normally expected to
be liquidated with expendable available financial resources.

This Statement requires that notes to financial statements of cost-sharing
employers include descriptive information about the OPEB plans through which
the OPEB is provided. Cost-sharing employers are required to identify the
discount rate and assumptions made in the measurement of their proportionate
shares of net OPEB liabilities, similar to the disclosures about those items that
should be made by single and agent employers. Cost-sharing employers, like
single and agent employers, also are required to disclose information about
how their contributions to the OPEB plan are determined.

This Statement requires cost-sharing employers to present in required
supplementary information 10-year schedules containing (1) the net OPEB
liability and certain related ratios and (2) if applicable, information about statu-
torily or contractually required contributions, contributions to the OPEB plan,
and related ratios.

Defined Benefit OPEB That Is Provided through OPEB Plans
That Are Not Administered through Trusts That Meet the
Specified Criteria

For employers that provide insured benefits—defined benefit OPEB through
an arrangement whereby premiums are paid or other payments are made to an
insurance company while employees are in active service, in return for which
the insurance company unconditionally undertakes an obligation to pay the
OPEB of those employees—this Statement requires recognition of OPEB
expense/expenditures equal to the amount of premiums or other payments
required in accordance with their agreement with the insurance company. In
addition to the amount of OPEB expense/expenditures recognized in the
current period, a brief description of the benefits provided through the arrange-
ment is required to be disclosed.

For defined benefit OPEB, other than insured benefits, that are provided
through OPEB plans that are not administered through trusts that meet the
specified criteria, this Statement requires an approach to measurement of
OPEB liabilities, OPEB expense, and deferred outflows of resources and
deferred inflows of resources related to OPEB parallel to that which is required
for OPEB provided through OPEB plans that are administered through trusts
that meet the specified criteria. Similar note disclosures and required supple-
mentary information are required to be presented. However, the requirements
incorporate modifications to reflect the absence of OPEB plan assets for
financial reporting purposes.
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Defined Contribution OPEB

This Statement requires an employer whose employees are provided with
defined contribution OPEB to recognize OPEB expense for the amount of
contributions or credits to employees’ accounts that are defined by the benefit
terms as attributable to employees’ services in the period, net of forfeited
amounts that are removed from employees’ accounts. A change in the OPEB
liability is required to be recognized for the difference between amounts recog-
nized in expense and amounts paid by the employer to (or benefit payments
through) a defined contribution OPEB plan. In governmental fund financial
statements, OPEB expenditures are required to be recognized equal to the total
of (1) amounts paid by the employer to (or benefit payments through) an OPEB
plan and (2) the change between the beginning and ending balances of
amounts normally expected to be liquidated with expendable available financial
resources. An OPEB liability is required to be recognized to the extent the
liability is normally expected to be liquidated with expendable available financial
resources. Notes to financial statements of an employer with a defined contri-
bution plan are required to include descriptive information about the OPEB plan
and benefit terms, contribution rates and how they are determined, and
amounts attributed to employee service and forfeitures in the current period.

Special Funding Situations

In this Statement, special funding situations are defined as circumstances in
which a nonemployer entity is legally responsible for providing certain forms of
financial support for OPEB of the employees of another entity. Relevant forms
of financial support are contributions directly to an OPEB plan that is adminis-
tered through a trust that meets the specified criteria, including benefit pay-
ments as OPEB comes due for OPEB provided through such a plan, or making
benefit payments directly as the OPEB comes due in circumstances in which
OPEB is provided through an OPEB plan that is not administered through a
trust that meets the specified criteria. Such support is a special funding situation
if either (1) the amount of contributions or benefit payments, as applicable, for
which the nonemployer entity legally is responsible is not dependent upon one
or more events unrelated to the OPEB or (2) the nonemployer entity is the only
entity with a legal obligation to make contributions directly to an OPEB plan or
to make benefit payments as OPEB comes due, as applicable.

This Statement requires an employer that has a special funding situation for
defined benefit OPEB to recognize an OPEB liability and deferred outflows of
resources and deferred inflows of resources related to OPEB with adjustments
for the involvement of nonemployer contributing entities. The employer is
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required to recognize its proportionate share of the collective OPEB expense,
as well as additional OPEB expense and revenue for the OPEB support of the
nonemployer contributing entities. This Statement requires that the employer
disclose in notes to financial statements information about the amount of
support provided by nonemployer contributing entities and present similar
information about the involvement of those entities in 10-year schedules of
required supplementary information.

The approach that is required by this Statement for measurement and
recognition of liabilities, deferred outflows of resources and deferred inflows of
resources, and expense by a governmental nonemployer contributing entity in
a special funding situation for defined benefit OPEB is similar to the approach
required for cost-sharing employers.

The information that is required to be disclosed in notes to financial state-
ments and presented in required supplementary information of a governmental
nonemployer contributing entity in a special funding situation depends on the
proportion of the collective net OPEB liability that it recognizes. In circum-
stances in which a governmental nonemployer contributing entity recognizes a
substantial proportion of the collective net OPEB liability, requirements for note
disclosures and required supplementary information are similar to those for
cost-sharing employers. Reduced note disclosures and required supplementary
information are required for governmental nonemployer contributing
entities that recognize a less-than-substantial portion of the collective net
OPEB liability.

This Statement also establishes requirements related to special funding
situations for defined contribution OPEB.

Effective Date

This Statement is effective for fiscal years beginning after June 15, 2017.
Earlier application is encouraged.

How the Changes in This Statement Will Improve
Financial Reporting

The requirements of this Statement will improve the decision-usefulness of
information in employer and governmental nonemployer contributing entity
financial reports and will enhance its value for assessing accountability and
interperiod equity by requiring recognition of the entire OPEB liability and a
more comprehensive measure of OPEB expense. Decision-usefulness and
accountability also will be enhanced through new note disclosures and required
supplementary information, as follows:
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• More robust disclosures of assumptions will allow for better informed as-
sessments of the reasonableness of OPEB measurements.

• Explanations of how and why the OPEB liability changed from year to year
will improve transparency.

• The summary OPEB liability information, including ratios, will offer an indi-
cation of the extent to which the total OPEB liability is covered by resources
held by the OPEB plan, if any.

• For employers that provide benefits through OPEB plans that are adminis-
tered through trusts that meet the specified criteria, the contribution sched-
ules will provide measures to evaluate decisions related to contributions.

The consistency, comparability, and transparency of the information reported
by employers and governmental nonemployer contributing entities about OPEB
transactions will be improved by requiring:

• The use of a discount rate that considers the availability of the OPEB plan’s
fiduciary net position associated with the OPEB of current active and inactive
employees and the investment horizon of those resources, rather than
utilizing only the long-term expected rate of return regardless of whether the
OPEB plan’s fiduciary net position is projected to be sufficient to make
projected benefit payments and is expected to be invested using a strategy
to achieve that return

• A single method of attributing the actuarial present value of projected benefit
payments to periods of employee service, rather than allowing a choice
among six methods with additional variations

• Immediate recognition in OPEB expense, rather than a choice of recognition
periods, of the effects of changes of benefit terms

• Recognition of OPEB expense that incorporates deferred outflows of re-
sources and deferred inflows of resources related to OPEB over a defined,
closed period, rather than a choice between an open or closed period.

Unless otherwise specified, pronouncements of the GASB apply to finan-
cial reports of all state and local governmental entities, including general
purpose governments; public benefit corporations and authorities; public
employee retirement systems; and public utilities, hospitals and other
healthcare providers, and colleges and universities. Paragraph 6 dis-
cusses the applicability of this Statement.
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Statement No. 75 of the Governmental Accounting
Standards Board

Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions

June 2015

INTRODUCTION

1. The principal objective of this Statement is to improve the usefulness of
information for decisions made by the various users of the general purpose
external financial reports (financial reports) of governments whose
employees—both active employees1 and inactive employees—are provided
with postemployment benefits other than pensions. These benefits are re-
ferred to as other postemployment benefits (OPEB). One aspect of that
objective is to provide information about the effects of OPEB-related transac-
tions and other events on the elements of the basic financial statements. This
information will assist users in assessing accountability and the relationship
between a government’s inflows of resources and its total cost (including OPEB
expense) of providing government services each period. Another aspect of that
objective is to provide users with information about the government’s OPEB
obligations and the resources, if any, available to satisfy those obligations.

2. An additional objective of this Statement is to improve the information
provided in government financial reports about OPEB-related financial support
provided by certain nonemployer entities for OPEB that is provided to the
employees of other entities.

3. Statement No. 74, Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans, establishes standards of financial reporting for
defined benefit OPEB plans and defined contribution OPEB plans. The two
Statements are closely related in some areas, and certain provisions of this
Statement refer to Statement 74.

1Terms defined in the Glossary are shown in boldface type the first time they appear in this
Statement.
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STANDARDS OF GOVERNMENTAL ACCOUNTING AND
FINANCIAL REPORTING

Scope and Applicability of This Statement

4. This Statement establishes standards of accounting and financial reporting
for defined benefit OPEB and defined contribution OPEB that are provided
to the employees of state and local governmental employers through OPEB
plans that are administered through trusts or equivalent arrangements (here-
after jointly referred to as trusts) in which:

a. Contributions from employers2 and nonemployer contributing entities to
the OPEB plan and earnings on those contributions are irrevocable.3

b. OPEB plan assets are dedicated to providing OPEB to plan members in
accordance with the benefit terms.4

c. OPEB plan assets are legally protected from the creditors of employers,
nonemployer contributing entities, and the OPEB plan administrator. If the
plan is a defined benefit OPEB plan, plan assets also are legally protected
from creditors of the plan members.

5. This Statement also establishes standards of accounting and financial re-
porting for defined benefit OPEB and defined contribution OPEB that are
provided to the employees of state and local governmental employers through
OPEB plans that are not administered through trusts that meet the criteria in
paragraph 4.

6. The requirements of this Statement apply to the financial statements of all
state and local governmental employers whose employees are provided with
OPEB and to the financial statements of state and local governmental nonem-

2In some circumstances, contributions are made by the employer to satisfy employee contribu-
tion requirements. If the contribution amounts are recognized by the employer as salary
expense, those contributions should be classified as employee contributions for purposes of this
Statement. Otherwise, those contributions should be classified as employer contributions.
3For purposes of this Statement, refunds to an employer or nonemployer contributing entity of
the nonvested portion of its contributions that are forfeited by employees in a defined contribu-
tion OPEB plan are consistent with this criterion.
4For purposes of this Statement, the use of OPEB plan assets to pay OPEB plan administrative
costs or to refund employee contributions in accordance with benefit terms is consistent with this
criterion.

Scope and Applicability
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ployer contributing entities that have a legal obligation to provide financial
support for OPEB of the employees of another entity by (a) making contribu-
tions directly to an OPEB plan that is administered through a trust that meets
the criteria in paragraph 4 (including making benefit payments as the OPEB
comes due for benefits provided through such a plan) or (b) making benefit
payments directly as the OPEB comes due in circumstances in which the OPEB
is provided through an OPEB plan that is not administered through a trust that
meets the criteria in paragraph 4 (including amounts paid using nonemployer
contributing entity assets held by others). References in this Statement to
employees include volunteers that provide services to state and local govern-
ments. The requirements of this Statement apply whether the government’s
financial statements are presented in a stand-alone financial report or are
included in the financial report of another government.

7. This Statement supersedes Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions;
Statement No. 57, OPEB Measurements by Agent Employers and Agent
Multiple-Employer Plans; Technical Bulletin No. 2004-2, Recognition of Pension
and Other Postemployment Benefit Expenditures/Expense and Liabilities by
Cost-Sharing Employers, paragraphs 2−4, 10, and 11; and Technical Bulletin
No. 2008-1, Determining the Annual Required Contribution Adjustment for
Postemployment Benefits. In addition, this Statement amends Statement
No. 10, Accounting and Financial Reporting for Risk Financing and Related
Insurance Issues, paragraph 2; Statement No. 14, The Financial Reporting
Entity, paragraph 63; Statement No. 16, Accounting for Compensated Ab-
sences, footnote 7; Statement No. 24, Accounting and Financial Reporting for
Certain Grants and Other Financial Assistance, paragraphs 3 and 8; Statement
No. 33, Accounting and Financial Reporting for Nonexchange Transactions,
paragraph 5; Statement No. 34, Basic Financial Statements—and Manage-
ment’s Discussion and Analysis—for State and Local Governments, paragraph
129 and footnote 47; Statement No. 38, Certain Financial Statement Note
Disclosures, paragraph 13; Statement No. 47, Accounting for Termination
Benefits, paragraphs 4, 17, and 19; Statement No. 68, Accounting and Financial
Reporting for Pensions, footnote 6; Technical Bulletin 2004-2, paragraphs 1 and
5−7; and Technical Bulletin No. 2006-1, Accounting and Financial Reporting by
Employers and OPEB Plans for Payments from the Federal Government
Pursuant to the Retiree Drug Subsidy Provisions of Medicare Part D, para-
graphs 3, 7, and 8.

Scope and Applicability

3



Types of OPEB

8. As used in this Statement, the term OPEB includes the following:

a. Postemployment healthcare benefits—including medical, dental, vision,
hearing, and other health-related benefits—whether provided separately
from or provided through a pension plan

b. Other forms of postemployment benefits—for example, death benefits, life
insurance, disability, and long-term care—when provided separately from a
pension plan.

OPEB does not include termination benefits or termination payments for sick
leave.5 However, the effects of a termination benefit on liabilities for defined
benefit OPEB should be accounted for in conformity with this Statement.6

Similarly, when a terminating employee’s unused sick leave credits are con-
verted to provide or enhance defined benefit OPEB, the resulting benefit or
increase in benefit should be accounted for in conformity with this Statement.
When provided through a pension plan, postemployment benefits other than
postemployment healthcare benefits should be accounted for and reported as
pensions, separate from OPEB.7

9. The requirements of paragraphs 21−229 of this Statement address account-
ing and financial reporting for defined benefit OPEB. Defined benefit OPEB is
OPEB for which the benefits that the employee will receive at or after separa-
tion from employment are defined by the benefit terms. The OPEB may be
stated as (a) a specified dollar amount; (b) an amount that is calculated based

5Termination payments for sick leave are addressed in Statement 16 and include conversion of
a terminating employee’s unused sick leave credits to an individual account to be used for
payment of postemployment benefits on that employee’s behalf.
6Termination benefits primarily are addressed in Statement 47, as amended. Statement 47
includes disclosure requirements applicable to all termination benefits, regardless of the manner
in which they are provided.
7Employer accounting and financial reporting for pensions that are provided through a pension
plan that is administered through a trust that meets the criteria in paragraph 4 of Statement 68,
primarily is addressed in Statement 68. Employer accounting and financial reporting for other
pensions primarily is addressed in Statement No. 73, Accounting and Financial Reporting for
Pensions and Related Assets That Are Not within the Scope of GASB Statement 68, and
Amendments to Certain Provisions of GASB Statements 67 and 68.

General Requirements
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on one or more factors such as age, years of service, and compensation; or
(c) a type or level of coverage such as prescription drug coverage or a
percentage of health insurance premiums.

10. Accounting and financial reporting requirements for defined contribution
OPEB are set forth in paragraphs 230−242. Defined contribution OPEB is
OPEB having terms that:

a. Provide an individual account for each employee
b. Define the contributions that an employer or nonemployer contributing entity

is required to make (or credits that it is required to provide) to an active
employee’s account for periods in which that employee renders service

c. Provide that the OPEB an employee will receive will depend only on the
contributions (or credits) to the employee’s account, actual earnings on
investments of those contributions (or credits), and the effects of forfeitures
of contributions (or credits) made for other employees, as well as OPEB plan
administrative costs, that are allocated to the employee’s account.

If the OPEB to be provided has all of the terms identified in (a)−(c) above, the
requirements of this Statement for defined contribution OPEB apply. If the
OPEB to be provided does not have all of the above terms—for example, if the
OPEB is a function of factors other than those identified in (c) above—the
requirements of this Statement for defined benefit OPEB apply.

Types of Defined Benefit OPEB Plans and Employers

11. Defined benefit OPEB plans in which benefits are financed through an
arrangement whereby premiums are paid to an insurance company while
employees are in active service, in return for which the insurance company
unconditionally undertakes an obligation to pay the OPEB of those employees
as defined in the OPEB plan terms, are insured plans, and the OPEB provided
through those plans is classified as insured benefits. An employer that pro-
vides insured benefits should apply the requirements of paragraphs 227−229 of
this Statement.

12. Defined benefit OPEB plans other than insured plans are classified first
according to the number of employers whose employees are provided with
OPEB through the OPEB plan. For purposes of this classification, a primary
government and its component units are considered to be one employer. If a
defined benefit OPEB plan is used to provide OPEB to the employees of only

General Requirements
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one employer, the OPEB plan should be classified for financial reporting
purposes as a single-employer defined benefit OPEB plan (single-
employer OPEB plan). If a defined benefit OPEB plan is used to provide OPEB
to the employees of more than one employer, the OPEB plan should be
classified for financial reporting purposes as a multiple-employer defined
benefit OPEB plan.

13. If a multiple-employer defined benefit OPEB plan is administered through
a trust that meets the criteria in paragraph 4, the OPEB plan is then classified
according to whether OPEB obligations and OPEB plan assets are shared by
employers. In a multiple-employer defined benefit OPEB plan that is adminis-
tered through a trust that meets the criteria in paragraph 4, if the assets of the
OPEB plan are pooled for investment purposes but separate accounts are
maintained for each individual employer so that each employer’s share of the
pooled assets is legally available to pay the benefits of only its employees, the
OPEB plan should be classified as an agent multiple-employer defined
benefit OPEB plan (agent OPEB plan).

14. In a multiple-employer defined benefit OPEB plan that is administered
through a trust that meets the criteria in paragraph 4, if the OPEB obligations to
the employees of more than one employer are pooled and OPEB plan assets
can be used to pay the benefits of the employees of any employer that provides
OPEB through the OPEB plan, the OPEB plan should be classified as a
cost-sharing multiple-employer defined benefit OPEB plan (cost-sharing
OPEB plan).

15. For employers that provide OPEB through defined benefit OPEB plans that
are administered through trusts that meet the criteria in paragraph 4, each
employer that provides OPEB through a single-employer OPEB plan (single
employer) or agent OPEB plan (agent employer) should apply the require-
ments of paragraphs 21−58, 99−108, 138, and 140−142 of this Statement, as
applicable, and each employer that provides OPEB through a cost-sharing
OPEB plan (cost-sharing employer) should apply the requirements of para-
graphs 21−26, 59−98, 109−115, 138, and 140−142 of this Statement, as
applicable. For agent employers, the provisions of this Statement apply to the
OPEB provided to the employer’s own employees.

16. For employers that provide OPEB other than insured benefits through
defined benefit OPEB plans that are not administered through trusts that meet
the criteria in paragraph 4, each employer should apply the requirements of
paragraphs 21, 22, 143−202, and 222 of this Statement, as applicable. For
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employers that provide benefits through multiple-employer defined benefit
OPEB plans that are not administered through trusts that meet the criteria in
paragraph 4, the provisions of this Statement apply to the OPEB provided to the
employer’s own employees.

17. If OPEB is provided through an OPEB plan in which assets are accumu-
lated in a trust that meets the criteria in paragraph 4 and OPEB provided
through the same OPEB plan also is paid with assets other than those from that
trust, the OPEB should be accounted for and reported as OPEB provided
through an OPEB plan administered through a trust that meets the criteria in
paragraph 4.

Special Funding Situations

18. For purposes of this Statement, special funding situations are circum-
stances in which a nonemployer entity is legally responsible for providing
financial support for OPEB of the employees of another entity by making
contributions directly to an OPEB plan that is administered through a trust that
meets the criteria in paragraph 4 (including making benefit payments as the
OPEB comes due for benefits provided through such a plan), or by making
benefit payments directly as the OPEB comes due in circumstances in which
the OPEB is provided through an OPEB plan that is not administered through
a trust that meets the criteria in paragraph 4 (including amounts paid using
nonemployer contributing entity assets held by others), and either of the
following criteria is met:

a. The amount of contributions or benefit payments for which the nonemployer
entity legally is responsible is not dependent upon one or more events or
circumstances unrelated to the OPEB. Examples of conditions in which such
an amount is not dependent include (1) a circumstance in which the non-
employer entity is required by statute to contribute a defined percentage of
an employer’s payroll directly to an OPEB plan that is administered through
a trust that meets the criteria in paragraph 4, (2) a circumstance in which the
nonemployer entity is required to pay retiree health insurance premiums as
the premiums come due, and (3) a circumstance in which the nonemployer
entity is required by the terms of an OPEB plan to contribute directly to the
OPEB plan a statutorily defined proportion of the employer’s required
contributions to the OPEB plan. In contrast, examples of situations in which
the amount of contributions is dependent upon an event or circumstance that
is unrelated to OPEB include (i) a circumstance in which the nonemployer

General Requirements
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entity is required to make contributions to an OPEB plan that is administered
through a trust that meets the criteria in paragraph 4 based on a specified
percentage of a given revenue source or equal to the amount by which the
nonemployer entity’s ending fund balance exceeds a defined threshold
amount and (ii) a circumstance in which the amount of benefit payments
required to be made by the nonemployer entity as OPEB comes due is
limited by a given revenue source or by the amount by which the nonem-
ployer entity’s fund balance exceeds a defined threshold.

b. The nonemployer entity is the only entity with a legal obligation to provide
financial support directly to an OPEB plan that is used to provide OPEB to
employees of another entity.

Special funding situations do not include circumstances in which resources are
provided to the employer, regardless of the purpose for which those resources
are provided.

19. For defined benefit OPEB, requirements for accounting and financial re-
porting by employers and by governmental nonemployer contributing entities
with special funding situations are presented in paragraphs 21−26, 99−137,
140−145, and 172−221 of this Statement. Requirements for governmental
nonemployer entities that have a legal obligation to provide financial support
directly to a defined benefit OPEB plan that is used to provide OPEB to
employees of another entity but do not meet the criterion in either paragraph
18a or paragraph 18b, and for the employers to which they provide support are
presented in paragraphs 138, 139, 222, and 223.

20. For defined contribution OPEB, requirements for accounting and financial
reporting by employers and by governmental nonemployer contributing entities
with special funding situations are presented in paragraphs 234−240. Require-
ments for governmental nonemployer contributing entities that have a legal
obligation to provide financial support directly to a defined contribution OPEB
plan that is used to provide OPEB to employees of another entity but do not
meet the criterion in either paragraph 18a or paragraph 18b, and for the
employers to which they provide support, are presented in paragraphs 241 and
242.

General Requirements
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Defined Benefit OPEB Other Than Insured Benefits

21. Liabilities, expense/expenditures, deferred outflows of resources, and de-
ferred inflows of resources should be reported as required by this Statement for
the following, as applicable:

a. Liabilities to employees for OPEB
b. Payables to a defined benefit OPEB plan that is administered through a trust

that meets the criteria in paragraph 4.

22. Liabilities to employees for defined benefit OPEB provided through differ-
ent OPEB plans may be displayed in the aggregate, and net OPEB assets for
defined benefit OPEB provided through different OPEB plans that are admin-
istered through trusts that meet the criteria in paragraph 4 may be displayed in
the aggregate. Aggregated OPEB liabilities should be displayed separately from
aggregated net OPEB assets.

OPEB Provided through OPEB Plans That Are Administered
through Trusts That Meet the Criteria in Paragraph 4

Number of OPEB Plans

23. If, on an ongoing basis, all assets accumulated in a defined benefit OPEB
plan that is administered through a trust that meets the criteria in paragraph 4
for the payment of benefits may legally be used to pay benefits (including
refunds of employee contributions) to any of the employees, the total assets
should be reported as assets of one defined benefit OPEB plan even if
administrative policy requires that separate reserves, funds, or accounts for
specific groups of employees, employers, or types of benefits be maintained
(for example, a reserve for employee contributions, a reserve for disability
benefits, or separate accounts for the contributions of state government versus
local government employers) or separate actuarial valuations are performed
for different classes of employees (for example, general employees and public
safety employees) or different groups of employees because different contribu-
tion rates may apply for each class or group depending on the applicable benefit
structures, benefit formulas, or other factors. A separate defined benefit OPEB
plan should be reported for a portion of the total assets, even if the assets are
pooled with other assets for investment purposes, if that portion of assets
meets both of the following criteria:

Defined Benefit—Meets Paragraph 4
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a. The portion of assets is accumulated solely for the payment of benefits to
certain classes or groups of employees or to the active or inactive employ-
ees of certain entities (for example, state government employees)

b. The portion of assets may not legally be used to pay benefits to other classes
or groups of employees or other entities’ employees (for example, local
government employees).

Liabilities to Employees for OPEB

24. The requirements of paragraphs 25−139, as applicable, should be applied
separately to the OPEB provided through each separate defined benefit OPEB
plan that is administered through a trust that meets the criteria in paragraph 4.
If a primary government and its component units provide OPEB through the
same single-employer or agent OPEB plan, in the reporting entity’s financial
report, the requirements of paragraphs 47−58 of this Statement for note dis-
closures and required supplementary information for a single or agent employer
should be applied. In that circumstance, in stand-alone financial statements,
each government should apply the requirements of paragraphs 59−98 to
account for and report its participation in the single-employer or agent OPEB
plan as if it were a cost-sharing employer.

25. For purposes of applying the requirements of paragraphs 26−139, contri-
butions include amounts that (a) are paid by (or payable from) an employer or
nonemployer contributing entity for OPEB as the benefits come due and (b) will
not be reimbursed to the employer or nonemployer contributing entity using
OPEB plan assets.

26. If within one OPEB plan, determined in conformity with paragraph 23,
separate actuarial valuations are performed for different classes or groups of
employees because different contribution rates apply for each class or group
depending on the applicable benefit structures, benefit formulas, or other
factors, the measurement requirements of this Statement may be applied for
each class or group. However, in this circumstance, the separate measures for
the classes and groups should be recognized and reported in the aggregate.

Defined Benefit—Meets Paragraph 4
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Single and agent employers

Recognition and measurement in financial statements prepared
using the economic resources measurement focus and accrual
basis of accounting—single and agent employers that do not have
a special funding situation

Net OPEB Liability8

27. A liability should be recognized for the net OPEB liability. The net OPEB
liability should be measured as the portion of the actuarial present value of
projected benefit payments that is attributed to past periods of employee
service in conformity with the requirements of paragraphs 28−42 (total OPEB
liability), net of the OPEB plan’s fiduciary net position. However, if the criterion
in paragraph 224 is met, the total OPEB liability may be measured in conformity
with the requirements in paragraphs 225 and 226 for the alternative measure-
ment method. The OPEB plan’s fiduciary net position should be determined
using the same valuation methods that are used by the OPEB plan for pur-
poses of preparing its statement of fiduciary net position. The net OPEB liability
should be measured as of a date (measurement date) no earlier than the end
of the employer’s prior fiscal year and no later than the end of the employer’s
current fiscal year, consistently applied from period to period.

Timing and Frequency of Actuarial Valuations

28. The total OPEB liability should be determined by (a) an actuarial valuation
as of the measurement date or (b) the use of update procedures to roll forward
to the measurement date amounts from an actuarial valuation as of a date no
more than 30 months and 1 day earlier than the employer’s most recent fiscal
year-end. If update procedures are used and significant changes occur between
the actuarial valuation date and the measurement date, professional judg-
ment should be used to determine the extent of procedures needed to roll
forward the measurement from the actuarial valuation to the measurement
date, and consideration should be given to whether a new actuarial valuation is
needed. For purposes of this determination, the effects of changes in the

8Unless otherwise indicated, references to net OPEB liability also apply to the situation in which
the OPEB plan’s fiduciary net position exceeds the total OPEB liability, resulting in a net OPEB
asset. For benefits provided by a single or agent employer that has a special funding situation,
the net OPEB liability, measured in conformity with this paragraph, is referred to as the
collective net OPEB liability.
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discount rate resulting from changes in the OPEB plan’s fiduciary net position
or from changes in the municipal bond rate, if applicable (see paragraphs
36−41), should be among the factors evaluated. For accounting and financial
reporting purposes, an actuarial valuation of the total OPEB liability should be
performed at least biennially. More frequent actuarial valuations are
encouraged.

Selection of Assumptions

29. Unless otherwise specified by this Statement, the selection of all assump-
tions used in determining the total OPEB liability and related measures should
be made in conformity with Actuarial Standards of Practice issued by the
Actuarial Standards Board. For this purpose, a deviation, as the term is used in
Actuarial Standards of Practice, from the guidance in an Actuarial Standard of
Practice should not be considered to be in conformity with the requirement in
this paragraph. The OPEB plan, employer, and, if any, governmental nonem-
ployer contributing entities that make contributions to the OPEB plan, should
use the same assumptions when measuring similar or related OPEB informa-
tion.

Projection of Benefit Payments

30. Projected benefit payments should include all benefits (including refunds
of employee contributions) to be provided to current active and inactive em-
ployees through the OPEB plan (including amounts for OPEB to be paid by
employers or nonemployer contributing entities as the benefits come due) in
accordance with the benefit terms and any additional legal agreements to
provide benefits that are in force at the measurement date. Usually, a written
document is the best evidence of the benefit terms. However, in some cases,
the substantive plan may differ from the written document. Accordingly, other
information also should be taken into consideration in determining the benefits
to be provided, including other communications between the employer and
employees (active and inactive) and an established pattern of practice with
regard to the sharing of benefit-related costs with inactive employees.

31. Projected benefit payments should include the effects of automatic post-
employment benefit changes, including automatic cost-of-living adjust-
ments (automatic COLAs). In addition, projected benefit payments should
include the effects of (a) projected ad hoc postemployment benefit changes,
including ad hoc cost-of-living adjustments (ad hoc COLAs), to the extent
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that they are considered to be substantively automatic;9 (b) projected salary
changes (in circumstances in which the OPEB formula incorporates future
compensation levels); and (c) projected service credits (both in determining an
employee’s probable eligibility for benefits and in the projection of benefit
payments in circumstances in which the OPEB formula incorporates years of
service). Administrative costs associated with providing OPEB should be ex-
cluded from projected benefit payments.

32. Projected benefit payments also should include taxes or other assess-
ments expected to be imposed on benefit payments using the rates in effect at
the measurement date or, if different rates have been approved by the assess-
ing government to be applied in future periods, the rates approved by the
assessing government associated with the periods in which the assessments
on the benefit payments will be imposed.

33. Projected benefit payments should be based on claims costs, or age-
adjusted premiums approximating claims costs, in conformity with Actuarial
Standards of Practice issued by the Actuarial Standards Board. For this pur-
pose, a deviation, as the term is used in Actuarial Standards of Practice, from
the guidance in an Actuarial Standard of Practice should not be considered to
be in conformity with the requirement in this paragraph.

34. A legal or contractual cap on benefit payments for OPEB each period
should be considered in projecting benefit payments, if the cap is assumed to
be effective taking into consideration whether the cap has been enforced in the
past and other relevant factors and circumstances.

35. Benefit payments to be provided by means of an allocated insurance
contract should be excluded from projected benefit payments if (a) the contract
irrevocably transfers to the insurer the responsibility for providing the benefits,
(b) all required payments to acquire the contract have been made, and (c) the
likelihood is remote that the employer, nonemployer contributing entities, if any,
or OPEB plan will be required to make additional payments to satisfy the benefit
payments covered by the contract.

9Considerations that might be relevant to determining whether such changes are substantively
automatic include the historical pattern of granting the changes, the consistency in the amounts
of the changes or in the amounts of the changes relative to a defined cost-of-living or inflation
index, and whether there is evidence to conclude that changes might not continue to be granted
in the future despite what might otherwise be a pattern that would indicate such changes are
substantively automatic.
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Discount Rate

36. The discount rate should be the single rate that reflects the following:

a. The long-term expected rate of return on OPEB plan investments that are
expected to be used to finance the payment of benefits, to the extent that
(1) the OPEB plan’s fiduciary net position is projected (in conformity with
paragraphs 37−39) to be sufficient to make projected benefit payments
(determined in conformity with paragraphs 30−35) and (2) OPEB plan assets
are expected to be invested using a strategy to achieve that return

b. A yield or index rate for 20-year, tax-exempt general obligation municipal
bonds with an average rating of AA/Aa or higher (or equivalent quality on
another rating scale), to the extent that the conditions in (a) are not met.

Comparing projections of the OPEB plan’s fiduciary net position to projected benefit
payments

37. For purposes of applying paragraph 36, the amount of the OPEB plan’s
projected fiduciary net position and the amount of projected benefit payments
should be compared in each period of projected benefit payments. Projections
of the OPEB plan’s fiduciary net position should incorporate all cash flows for
contributions from the employer and nonemployer contributing entities, if any,
intended to finance benefits of current active and inactive employees (status at
the measurement date) and all cash flows for contributions from current active
employees. It should not include (a) cash flows for contributions from the
employer or nonemployer contributing entities intended to finance the service
costs of future employees or (b) cash flows for contributions from future
employees, unless those contributions are projected to exceed service costs for
those employees. In each period, contributions from the employer and nonem-
ployer contributing entities should be considered to apply, first, to service costs
of employees in the period and, second, to past service costs, unless the
effective OPEB plan terms related to contributions indicate that a different
relationship between contributions to the OPEB plan from nonemployer con-
tributing entities and service costs should be applied. Contributions from active
employees should be considered to be applied to service costs before contri-
butions from the employer and nonemployer contributing entities.

38. Professional judgment should be applied to project cash flows for contri-
butions from the employer and nonemployer contributing entities in circum-
stances in which (a) those contribution amounts are established by statute or
contract or (b) a formal, written policy related to those contributions exists.
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Application of professional judgment should consider the most recent five-year
contribution history of the employer and nonemployer contributing entities as a
key indicator of future contributions from those sources and should reflect all
other known events and conditions. In circumstances other than those de-
scribed in (a) and (b), the amount of projected cash flows for contributions from
the employer and nonemployer contributing entities should be limited to an
average of contributions from those sources over the most recent five-year
period and may be modified based on consideration of subsequent events. For
this purpose, the basis for the average (for example, percentage of the payroll
contributed or percentage of the actuarially determined contribution made)
should be a matter of professional judgment.

39. If the evaluations required by paragraph 37 can be made with sufficient
reliability without a separate projection of cash flows into and out of the OPEB
plan, alternative methods may be applied in making the evaluations.

Calculating the discount rate

40. For each future period, if the amount of the OPEB plan’s fiduciary net
position is projected to be greater than or equal to the benefit payments that are
projected to be made in that period and OPEB plan assets up to that point are
expected to be invested using a strategy to achieve the long-term expected rate
of return, the actuarial present value of benefit payments projected to be made
in the period should be determined using the long-term expected rate of return
on those investments. The long-term expected rate of return should be based
on the nature and mix of current and expected OPEB plan investments over a
period representative of the expected length of time between (a) the point at
which an employee begins to provide service to the employer and (b) the point
at which all benefits to the employee have been paid. For this purpose, the
long-term expected rate of return should be determined net of OPEB plan
investment expense but without reduction for OPEB plan administrative ex-
pense. The municipal bond rate discussed in paragraph 36 should be used to
calculate the actuarial present value of all other benefit payments.

41. For purposes of this Statement, the discount rate is the single rate of return
that, when applied to all projected benefit payments, results in an actuarial
present value of projected benefit payments equal to the total of the actuarial
present values determined in conformity with paragraph 40.
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Attribution of the Actuarial Present Value of Projected Benefit Payments
to Periods

42. The entry age actuarial cost method should be used to attribute the
actuarial present value of projected benefit payments of each employee to
periods in conformity with the following:

a. Attribution should be made on an individual employee-by-employee basis.
b. Each employee’s service costs should be level as a percentage of that

employee’s projected pay. For purposes of this calculation, if an employee
does not have projected pay, the projected inflation rate should be used in
place of the projected rate of change in salary.

c. The beginning of the attribution period should be the first period in which the
employee provides service under the benefit terms, notwithstanding vesting
or other similar terms.

d. The service costs of all OPEB should be attributed through all assumed ages
of exit from active service.

e. Each employee’s service costs should be determined based on the same
benefit terms reflected in that employee’s actuarial present value of pro-
jected benefit payments.

OPEB Expense, Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB, and Support of Nonemployer Contributing
Entities

43. Changes in the net OPEB liability10 should be recognized in OPEB ex-
pense in the current reporting period except as indicated below:11

a. If the alternative measurement method is not used to measure the total
OPEB liability, each of the following should be recognized in OPEB expense,
beginning in the current reporting period, using a systematic and rational
method over a closed period equal to the average of the expected remain-
ing service lives of all employees that are provided with OPEB through the

10For purposes of applying paragraph 43 in conformity with paragraph 101, the term net OPEB
liability applies to the collective net OPEB liability, the term OPEB expense applies to collective
OPEB expense, and the term deferred outflows of resources and deferred inflows of resources
related to OPEB applies to collective deferred outflows of resources and deferred inflows
of resources related to OPEB.
11The period for determining changes in the net OPEB liability is the measurement period
applied to the net OPEB liability that is recognized in the current reporting period.
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OPEB plan (active employees and inactive employees) determined as of the
beginning of the measurement period:
(1) Differences between expected and actual experience with regard to

economic or demographic factors (differences between expected and
actual experience) in the measurement of the total OPEB liability

(2) Changes of assumptions about future economic or demographic factors
or of other inputs (changes of assumptions or other inputs).

The portion of (1) and (2) not recognized in OPEB expense should be
reported as deferred outflows of resources or deferred inflows of resources
related to OPEB.

b. The difference between projected and actual earnings on OPEB plan invest-
ments should be recognized in OPEB expense using a systematic and
rational method over a closed five-year period, beginning in the current
reporting period. The amount not recognized in OPEB expense should be
reported as deferred outflows of resources or deferred inflows of resources
related to OPEB. Deferred outflows of resources and deferred inflows of
resources arising from differences between projected and actual OPEB plan
investment earnings in different measurement periods should be aggregated
and reported as a net deferred outflow of resources related to OPEB or a net
deferred inflow of resources related to OPEB.

c. Contributions to the OPEB plan from the employer should not be recognized
in OPEB expense.12

d. Contributions to the OPEB plan from nonemployer contributing entities that
are not in a special funding situation should be recognized as revenue.

44. Contributions to the OPEB plan from the employer subsequent to the
measurement date of the net OPEB liability and before the end of the reporting
period (excluding amounts associated with the employer from nonemployer
contributing entities that are not in a special funding situation) should be
reported as a deferred outflow of resources related to OPEB.

12For purposes of applying paragraph 43c in conformity with paragraph 101, changes in the
collective net OPEB liability arising from contributions to the OPEB plan from nonemployer
contributing entities that are in a special funding situation also should not be included in collective
OPEB expense.
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Recognition and measurement in financial statements prepared
using the economic resources measurement focus and accrual
basis of accounting—single and agent employers that have a
special funding situation

45. An employer that has a special funding situation should apply the require-
ments of paragraphs 99−107.

Recognition in financial statements prepared using the current
financial resources measurement focus and modified accrual
basis of accounting—all single and agent employers

46. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, a net OPEB
liability13 should be recognized to the extent the liability is normally expected to
be liquidated with expendable available financial resources. OPEB expendi-
tures should be recognized equal to the total of (a) amounts paid by the
employer to the OPEB plan, including amounts paid for OPEB as the benefits
come due, and (b) the change between the beginning and ending balances of
amounts normally expected to be liquidated with expendable available financial
resources. A net OPEB liability is normally expected to be liquidated with
expendable available financial resources to the extent that benefit payments
have matured—that is, benefit payments are due and payable and the OPEB
plan’s fiduciary net position is not sufficient for payment of those benefits.

Notes to financial statements—all single and agent employers

47. The total (aggregate for all OPEB, regardless of the type of OPEB plans
through which the OPEB is provided and whether the OPEB plans are admin-
istered through a trust that meets the criteria in paragraph 4 of this Statement)
of the employer’s OPEB liabilities, net OPEB assets, deferred outflows of
resources and deferred inflows of resources related to OPEB, and OPEB

13For purposes of applying paragraphs 46−58 in conformity with paragraph 108, unless
otherwise indicated, the term net OPEB liability applies to the proportionate share of the
collective net OPEB liability of a single or agent employer that has a special funding situation.
(See paragraph 99.)
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expense/expenditures for the period associated with defined benefit OPEB
liabilities to employees, as applicable, should be disclosed if the total amounts
are not otherwise identifiable from information presented in the financial state-
ments.

48. The information identified in paragraphs 49−56 should be disclosed for
benefits provided through each single-employer or agent OPEB plan in which
the employer participates. Disclosures related to more than one OPEB plan
should be combined in a manner that avoids unnecessary duplication.

49. In circumstances in which the employees of a primary government and its
component units are provided with OPEB through the same single-employer or
agent OPEB plan, the note disclosures in the reporting entity’s financial state-
ments should separately identify amounts associated with the primary govern-
ment (including its blended component units) and those associated with its
discretely presented component units.

OPEB Plan Description

50. The following information should be disclosed about the OPEB plan
through which benefits are provided:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a single-employer or
agent OPEB plan.

b. A brief description of the benefit terms, including (1) the classes of employ-
ees covered; (2) the types of benefits; (3) the key elements of the OPEB
formulas; (4) the terms or policies, if any, with respect to automatic post-
employment benefit changes, including automatic COLAs, ad hoc post-
employment benefit changes, including ad hoc COLAs, and the sharing of
benefit-related costs with inactive employees; and (5) the authority under
which benefit terms are established or may be amended. If the OPEB plan
is closed to new entrants, that fact should be disclosed.

c. The number of employees covered by the benefit terms, separately identi-
fying numbers of the following:
(1) Inactive employees currently receiving benefit payments
(2) Inactive employees entitled to but not yet receiving benefit payments
(3) Active employees.

d. A brief description of contribution requirements, including (1) the basis for
determining the employer’s contributions to the OPEB plan (for example,
statute, contract, an actuarial basis, or some other manner); (2) identification
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of the authority under which contribution requirements of the employer,
nonemployer contributing entities, if any, and employees are established or
may be amended; (3) legal or contractual maximum contribution rates, if
applicable; and (4) the contribution rates (in dollars or as a percentage of
covered payroll) of the employer, nonemployer contributing entities, if any,
and employees for the reporting period. Also, the amount of contributions
recognized by the OPEB plan from the employer during the reporting period,
excluding amounts resulting from contributions recognized by the OPEB
plan as noncurrent receivables, if not otherwise disclosed.

e. Whether the OPEB plan issues a stand-alone financial report (or the OPEB
plan is included in the report of another government) that is available to the
public and, if so, how to obtain the report (for example, a link to the OPEB
plan report on the employer’s website).

Information about the Net OPEB Liability

Assumptions and Other Inputs

51. Significant assumptions and other inputs used to measure the total OPEB
liability, including assumptions about inflation, healthcare cost trend rates,
salary changes, ad hoc postemployment benefit changes (including ad hoc
COLAs), and the sharing of benefit-related costs with inactive employees,
should be disclosed, as applicable. For all significant assumptions, if different
rates are assumed for different periods, information should be disclosed about
what rates are applied to the different periods of the measurement.

52. In addition, the following information related to assumptions and other
inputs should be disclosed, as applicable:

a. The fact that projections of the sharing of benefit-related costs are based on
an established pattern of practice

b. The source of the mortality assumptions (for example, the published tables
on which the assumptions are based or that the assumptions are based on
a study of the experience of the covered group)

c. The dates of experience studies on which significant assumptions are based
d. If the alternative measurement method is used to measure the total OPEB

liability, the source of or basis for all significant assumptions selected in
conformity with paragraph 225
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e. Measures of the net OPEB liability calculated using (1) a healthcare cost
trend rate that is 1-percentage-point higher than the assumed healthcare
cost trend rate and (2) a healthcare cost trend rate that is 1-percentage-point
lower than the assumed healthcare cost trend rate.

53. The following information should be disclosed about the discount rate:

a. The discount rate applied in the measurement of the total OPEB liability and
the change in the discount rate since the prior measurement date, if any

b. Assumptions made about projected cash flows into and out of the OPEB
plan, such as contributions from the employer, nonemployer contributing
entities, and employees

c. The long-term expected rate of return on OPEB plan investments and a brief
description of how it was determined, including significant methods and
assumptions used for that purpose

d. If the discount rate incorporates a municipal bond rate, the municipal bond
rate used and the source of that rate

e. The periods of projected benefit payments to which the long-term expected
rate of return and, if used, the municipal bond rate are applied in determining
the discount rate

f. The assumed asset allocation of the OPEB plan’s portfolio, the long-term
expected real rate of return for each major asset class, and whether the
expected rates of return are presented as arithmetic or geometric means, if
not otherwise disclosed

g. Measures of the net OPEB liability calculated using (1) a discount rate that
is 1-percentage-point higher than that required by paragraph 36 and (2) a
discount rate that is 1-percentage-point lower than that required by para-
graph 36.

The OPEB Plan’s Fiduciary Net Position

54. All information required by this and other financial reporting standards
about the elements of the OPEB plan’s basic financial statements (that is, all
information about the OPEB plan’s assets, deferred outflows of resources,
liabilities, deferred inflows of resources, and fiduciary net position) should be
disclosed. However, if (a) a financial report that includes disclosure about the
elements of the OPEB plan’s basic financial statements is available on the
Internet, either as a stand-alone financial report or included as a fiduciary fund
in the financial report of another government, and (b) information is provided
about how to obtain the report, reference may instead be made to the other
report for these disclosures. In this circumstance, it also should be disclosed
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that the OPEB plan’s fiduciary net position has been determined on the same
basis used by the OPEB plan, and a brief description of the OPEB plan’s basis
of accounting, including the policies with respect to benefit payments (including
refunds of employee contributions) and the valuation of OPEB plan investments
should be included. If significant changes have occurred that indicate that the
disclosures included in the OPEB plan’s financial report generally do not reflect
the facts and circumstances at the measurement date, information about the
substance and the magnitude of the changes should be disclosed.

Changes in the Net OPEB Liability

55. For the current reporting period, a schedule of changes in the net OPEB
liability should be presented. The schedule should separately include the
information indicated in subparagraphs (a)−(d) below. If the alternative meas-
urement method is used to measure the total OPEB liability, the information
indicated in subparagraphs (b)(4) and (b)(5) may be presented as a single
amount. If the employer has a special funding situation, the information in
subparagraphs (a)−(c) should be presented for the collective net OPEB
liability.

a. The beginning balances of the total OPEB liability, the OPEB plan’s fiduciary
net position, and the net OPEB liability

b. The effects during the period of the following items, if applicable, on the
balances in subparagraph (a):
(1) Service cost
(2) Interest on the total OPEB liability
(3) Changes of benefit terms
(4) Differences between expected and actual experience in the measure-

ment of the total OPEB liability
(5) Changes of assumptions or other inputs
(6) Contributions from the employer
(7) Contributions from nonemployer contributing entities
(8) Contributions from active employees and inactive employees not yet

receiving benefit payments
(9) OPEB plan net investment income
(10) Benefit payments (including refunds of employee contributions and

amounts from employers or nonemployer contributing entities for
OPEB as the benefits came due)

(11) OPEB plan administrative expense
(12) Other changes, separately identified if individually significant
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c. The ending balances of the total OPEB liability, the OPEB plan’s fiduciary net
position, and the net OPEB liability

d. If the employer has a special funding situation:
(1) The nonemployer contributing entities’ total proportionate share of the

collective net OPEB liability
(2) The employer’s proportionate share of the collective net OPEB liability.

56. In addition to the information required by paragraph 55, the following
information should be disclosed, if applicable:

a. The measurement date of the net OPEB liability; the date of the actuarial
valuation or alternative measurement method calculation on which the total
OPEB liability is based; and, if applicable, the fact that update procedures
were used to roll forward the total OPEB liability to the measurement date. If
the alternative measurement method permitted by this Statement is used to
measure the total OPEB liability, the fact that this alternative method was
used in place of an actuarial valuation also should be disclosed.

b. If the employer has a special funding situation, the employer’s proportion
(percentage) of the collective net OPEB liability, the basis on which its
proportion was determined, and the change in its proportion since the prior
measurement date.

c. A brief description of changes of assumptions or other inputs that affected
measurement of the total OPEB liability since the prior measurement date.

d. A brief description of changes of benefit terms that affected measurement of
the total OPEB liability since the prior measurement date.

e. The amount of benefit payments in the measurement period attributable to
the purchase of allocated insurance contracts, a brief description of the
benefits for which allocated insurance contracts were purchased in the
measurement period, and the fact that the obligation for the payment of
benefits covered by allocated insurance contracts has been transferred from
the employer to one or more insurance companies.

f. A brief description of the nature of changes between the measurement date
of the net OPEB liability and the employer’s reporting date that are expected
to have a significant effect on the net OPEB liability, and the amount of the
expected resultant change in the net OPEB liability, if known.

g. The amount of OPEB expense recognized by the employer in the reporting
period.

h. The employer’s balances of deferred outflows of resources and deferred
inflows of resources related to OPEB, classified as follows, if applicable:
(1) Differences between expected and actual experience in the measure-

ment of the total OPEB liability
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(2) Changes of assumptions or other inputs
(3) Net difference between projected and actual earnings on OPEB plan

investments
(4) If the employer has a special funding situation, changes in the employ-

er’s proportion (paragraph 102) and differences between (a) the em-
ployer’s contributions (other than those associated with the individual
employer’s separately financed specific liabilities to the OPEB plan)
and (b) the employer’s proportionate share of certain contributions
(paragraph 103)

(5) The employer’s contributions to the OPEB plan subsequent to the
measurement date of the net OPEB liability.

i. A schedule presenting the following:
(1) For each of the subsequent five years, and in the aggregate thereafter,

the net amount of the employer’s balances of deferred outflows of
resources and deferred inflows of resources in subparagraph (h) that will
be recognized in the employer’s OPEB expense

(2) If the employer does not have a special funding situation, the amount of
the employer’s balance of deferred outflows of resources in subpara-
graph (h) that will be recognized as a reduction of the net OPEB liability

(3) If the employer has a special funding situation, the amount of the
employer’s balance of deferred outflows of resources in subparagraph
(h) that will be included as a reduction of the collective net OPEB liability.

j. The amount of revenue recognized for the support provided by nonemployer
contributing entities (see paragraph 43d or paragraphs 106 and 107), if any.

Required supplementary information—all single and agent
employers

57. The required supplementary information identified in subparagraphs
(a)−(d), as applicable, should be presented separately for each single-employer
and agent OPEB plan through which OPEB is provided. The information
indicated in subparagraphs (a) and (b) should be determined as of the meas-
urement date of the net OPEB liability and may be presented in a single
schedule. The information in subparagraphs (c) and (d) should be determined
as of the employer’s most recent fiscal year-end. If a primary government and
one or more of its component units provide OPEB through the same single-
employer or agent OPEB plan, required supplementary information in the
reporting entity’s financial statements should present information for all benefits
provided by the reporting entity through the single-employer or agent OPEB
plan.
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a. A 10-year schedule of changes in the net OPEB liability that separately
presents the information required by paragraph 55 for each year.

b. A 10-year schedule presenting the following for each year:
(1) If the employer does not have a special funding situation:

(a) The total OPEB liability
(b) The OPEB plan’s fiduciary net position
(c) The net OPEB liability
(d) The OPEB plan’s fiduciary net position as a percentage of the total

OPEB liability
(e) The covered-employee payroll
(f) The net OPEB liability as a percentage of covered-employee payroll.

(2) If the employer has a special funding situation, information about the
collective net OPEB liability:
(a) The total OPEB liability
(b) The OPEB plan’s fiduciary net position
(c) The collective net OPEB liability
(d) The nonemployer contributing entities’ total proportionate share

(amount) of the collective net OPEB liability
(e) The employer’s proportionate share (amount) of the collective net

OPEB liability
(f) The covered-employee payroll
(g) The employer’s proportionate share (amount) of the collective net

OPEB liability as a percentage of covered-employee payroll
(h) The OPEB plan’s fiduciary net position as a percentage of the total

OPEB liability.
c. If an actuarially determined contribution is calculated, a 10-year schedule

presenting the following for each year:
(1) The actuarially determined contribution of the employer. For purposes of

this schedule, actuarially determined contributions should exclude
amounts, if any, associated with payables to the OPEB plan that arose
in a prior fiscal year and those associated with separately financed
specific liabilities of the individual employer to the OPEB plan.

(2) The amount of contributions recognized by the OPEB plan in relation to
the actuarially determined contribution of the employer. For purposes of
this schedule, contributions should exclude amounts resulting from
contributions recognized by the OPEB plan as noncurrent receivables.

(3) The difference between the actuarially determined contribution of the
employer and the amount of contributions recognized by the OPEB plan
in relation to the actuarially determined contribution of the employer.

(4) The covered-employee payroll.
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(5) The amount of contributions recognized by the OPEB plan in relation to
the actuarially determined contribution of the employer as a percentage
of covered-employee payroll.

d. If an actuarially determined contribution is not calculated and the contribution
requirements of the employer are statutorily or contractually established, a
10-year schedule presenting the following for each year:
(1) The statutorily or contractually required employer contribution. For pur-

poses of this schedule, statutorily or contractually required contributions
should exclude amounts, if any, associated with payables to the OPEB
plan that arose in a prior fiscal year and those associated with sepa-
rately financed specific liabilities of the individual employer to the OPEB
plan.

(2) The amount of contributions recognized by the OPEB plan in relation to
the statutorily or contractually required employer contribution. For pur-
poses of this schedule, contributions should exclude amounts resulting
from contributions recognized by the OPEB plan as noncurrent receiv-
ables.

(3) The difference between the statutorily or contractually required em-
ployer contribution and the amount of contributions recognized by the
OPEB plan in relation to the statutorily or contractually required em-
ployer contribution.

(4) The covered-employee payroll.
(5) The amount of contributions recognized by the OPEB plan in relation to

the statutorily or contractually required employer contribution as a per-
centage of covered-employee payroll.

Notes to Required Schedules

58. Significant methods and assumptions used in calculating the actuarially
determined contributions, if any, should be presented as notes to the schedule
required by paragraph 57c. In addition, for each of the schedules required by
paragraph 57, information should be presented about factors that significantly
affect trends in the amounts reported (for example, changes of benefit terms,
changes in the size or composition of the population covered by the benefit
terms, or the use of different assumptions). Information about investment-
related factors that significantly affect trends in the amounts reported should be
limited to those factors over which the OPEB plan or the participating govern-
ments have influence (for example, changes in investment policies). Informa-
tion about external, economic factors (for example, changes in market prices)
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should not be presented. (The amounts presented for prior years should not be
restated for the effects of changes—for example, changes of benefit terms or
changes of assumptions—that occurred subsequent to the measurement date
of that information.)

Cost-sharing employers

Recognition and measurement in financial statements prepared
using the economic resources measurement focus and accrual
basis of accounting—cost-sharing employers that do not have a
special funding situation

Proportionate Share of the Collective Net OPEB Liability14

59. A liability should be recognized for the employer’s proportionate share of
the collective net OPEB liability, measured as of a date (measurement date) no
earlier than the end of the employer’s prior fiscal year and no later than the end
of the employer’s current fiscal year, consistently applied from period to period.
The employer’s proportionate share of the collective net OPEB liability should
be measured by:

a. Determining the employer’s proportion—a measure of the proportionate
relationship of (1) the employer (and, to the extent associated with the
employer, nonemployer contributing entities, if any, that provide support for
the employer but that are not in a special funding situation) to (2) all
employers and all nonemployer contributing entities. The basis for the
employer’s proportion should be consistent with the manner in which con-
tributions to the OPEB plan, excluding those associated with separately
financed specific liabilities of an individual employer to the OPEB plan, are
determined. The use of the employer’s projected long-term contribution
effort to the OPEB plan (including that of nonemployer contributing entities
that provide support for the employer but that are not in a special funding
situation) as compared to the total projected long-term contribution effort of
all employers and all nonemployer contributing entities to determine the
employer’s proportion is encouraged.

14Unless otherwise indicated, references to collective net OPEB liability also apply to the
situation in which the OPEB plan’s fiduciary net position exceeds the total OPEB liability,
resulting in a collective net OPEB asset.
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b. Multiplying the collective net OPEB liability (determined in conformity with
paragraphs 70−85) by the employer’s proportion calculated in (a).

60. To the extent that different contribution rates are assessed based on
separate relationships that constitute the collective net OPEB liability (for
example, separate rates are calculated based on an internal allocation of
liabilities and assets for different classes or groups of employees), the deter-
mination of the employer’s proportionate share of the collective net OPEB
liability should be made in a manner that reflects those separate relationships.

61. The employer’s proportion should be established as of the measurement
date, unless the employer’s proportion is actuarially determined, in which case
a proportion established at the date of the actuarial valuation used to determine
the collective net OPEB liability may be used.

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to OPEB

62. OPEB expense and deferred outflows of resources and deferred inflows of
resources related to OPEB should be recognized for the items in paragraphs
63−68, as applicable. The effects of items in paragraphs 64 and 65 may be
recognized on a net basis.

Proportionate Share

63. OPEB expense, as well as deferred outflows of resources and deferred
inflows of resources related to OPEB, should be recognized for the employer’s
proportionate shares of collective OPEB expense and collective deferred
outflows of resources and deferred inflows of resources related to OPEB.
The employer’s proportionate shares should be determined using the employ-
er’s proportion of the collective net OPEB liability.

Change in Proportion

64. If there is a change in the employer’s proportion of the collective net OPEB
liability since the prior measurement date, the net effect of that change on the
employer’s proportionate shares of the collective net OPEB liability and collec-
tive deferred outflows of resources and deferred inflows of resources related to
OPEB, determined as of the beginning of the measurement period, should be
recognized in the employer’s OPEB expense, beginning in the current report-
ing period, using a systematic and rational method over a closed period. For
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this purpose, the length of the expense recognition period should be equal to
the average of the expected remaining service lives of all employees that are
provided with OPEB through the OPEB plan (active employees and inactive
employees) determined as of the beginning of the measurement period. The
amount not recognized in the employer’s OPEB expense should be reported as
a deferred outflow of resources or deferred inflow of resources related to OPEB.

Contributions during the Measurement Period

65. For contributions to the OPEB plan, other than those to separately finance
specific liabilities of an individual employer or nonemployer contributing entity to
the OPEB plan, the difference during the measurement period between (a) the
total amount of such contributions from the employer (and amounts associated
with the employer from nonemployer contributing entities that are not in a
special funding situation) and (b) the amount of the employer’s proportionate
share of the total of such contributions from all employers and all nonemployer
contributing entities should be recognized in the employer’s OPEB expense,
beginning in the current reporting period, using a systematic and rational
method over a closed period. For this purpose, the length of the expense
recognition period should be equal to the average of the expected remaining
service lives of all employees that are provided with OPEB through the OPEB
plan (active employees and inactive employees) determined as of the begin-
ning of the measurement period. The amount not recognized in the employer’s
OPEB expense should be reported as a deferred outflow of resources or
deferred inflow of resources related to OPEB.

66. For contributions to the OPEB plan to separately finance specific liabilities
of the individual employer to the OPEB plan, the difference during the meas-
urement period between (a) the amount of such contributions from the em-
ployer (and amounts associated with the employer from nonemployer contrib-
uting entities that are not in a special funding situation) and (b) the amount of
the employer’s proportionate share of the total of the contributions in (a),
determined using the employer’s proportion of the collective net OPEB liability,
should be recognized in the employer’s OPEB expense.

67. For contributions made by others to the OPEB plan during the measure-
ment period to separately finance specific liabilities to the OPEB plan (excluding
amounts associated with the employer from nonemployer contributing entities
that are not in a special funding situation), the amount of the employer’s
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proportionate share of the total of such contributions determined using the
employer’s proportion of the collective net OPEB liability should be recognized
as a reduction of the employer’s OPEB expense.

Employer Contributions Subsequent to the Measurement Date

68. Contributions to the OPEB plan from the employer subsequent to the
measurement date of the collective net OPEB liability and before the end of the
employer’s reporting period (excluding amounts associated with the employer
from nonemployer contributing entities that are not in a special funding situa-
tion) should be reported as a deferred outflow of resources related to OPEB.

Support of Nonemployer Contributing Entities Not in a Special Funding
Situation

69. Revenue should be recognized in an amount equal to (a) the change in the
collective net OPEB liability arising from contributions to the OPEB plan during
the measurement period from nonemployer contributing entities that are not in
a special funding situation to separately finance specific liabilities of the indi-
vidual employer to the OPEB plan and (b) the employer’s proportionate share
of the change in the collective net OPEB liability arising from contributions to the
OPEB plan during the measurement period from nonemployer contributing
entities for purposes other than the separate financing of specific liabilities to
the OPEB plan.

Measurement of the Collective Net OPEB Liability, Collective OPEB
Expense, and Collective Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB

Collective Net OPEB Liability

70. The collective net OPEB liability should be measured as the total OPEB
liability (determined in conformity with the requirements of paragraphs 71−85),
net of the OPEB plan’s fiduciary net position. However, if the criterion in
paragraph 224 is met, the total OPEB liability may be measured in conformity
with the requirements in paragraphs 225 and 226 for the alternative measure-
ment method. The OPEB plan’s fiduciary net position should be determined
using the same valuation methods that are used by the OPEB plan for pur-
poses of preparing its statement of fiduciary net position.
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Timing and frequency of actuarial valuations

71. The total OPEB liability should be determined by (a) an actuarial valuation
as of the measurement date or (b) the use of update procedures to roll forward
to the measurement date amounts from an actuarial valuation as of a date no
more than 30 months and 1 day earlier than the employer’s most recent fiscal
year-end. If update procedures are used and significant changes occur between
the actuarial valuation date and the measurement date, professional judgment
should be used to determine the extent of procedures needed to roll forward the
measurement from the actuarial valuation to the measurement date, and
consideration should be given to whether a new actuarial valuation is needed.
For purposes of this determination, the effects of changes in the discount rate
resulting from changes in the OPEB plan’s fiduciary net position or from
changes in the municipal bond rate, if applicable (see paragraphs 79−84),
should be among the factors evaluated. For accounting and financial reporting
purposes, an actuarial valuation of the total OPEB liability should be performed
at least biennially. More frequent actuarial valuations are encouraged.

Selection of assumptions

72. Unless otherwise specified by this Statement, the selection of all assump-
tions used in determining the total OPEB liability and related measures should
be made in conformity with Actuarial Standards of Practice issued by the
Actuarial Standards Board. For this purpose, a deviation, as the term is used in
Actuarial Standards of Practice, from the guidance in an Actuarial Standard of
Practice should not be considered to be in conformity with the requirement in
this paragraph. The OPEB plan, employers, and, if any, governmental nonem-
ployer contributing entities that make contributions to the OPEB plan should
use the same assumptions when measuring similar or related OPEB informa-
tion.

Projection of benefit payments

73. Projected benefit payments should include all benefits (including refunds of
employee contributions) to be provided to current active and inactive employ-
ees through the OPEB plan (including amounts for OPEB to be paid by
employers or nonemployer contributing entities as the benefits come due) in
accordance with the benefit terms and any additional legal agreements to
provide benefits that are in force at the measurement date. Usually, a written
document is the best evidence of the benefit terms. However, in some cases,
the substantive plan may differ from the written document. Accordingly, other
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information also should be taken into consideration in determining the benefits
to be provided, including other communications between the employer and
employees (active and inactive) and an established pattern of practice with
regard to the sharing of benefit-related costs with inactive employees.

74. Projected benefit payments should include the effects of automatic post-
employment benefit changes, including automatic COLAs. In addition, pro-
jected benefit payments should include the effects of (a) projected ad hoc
postemployment benefit changes, including ad hoc COLAs, to the extent that
they are considered to be substantively automatic;15 (b) projected salary
changes (in circumstances in which the OPEB formula incorporates future
compensation levels); and (c) projected service credits (both in determining an
employee’s probable eligibility for benefits and in the projection of benefit
payments in circumstances in which the OPEB formula incorporates years of
service). Administrative costs associated with providing OPEB should be ex-
cluded from projected benefit payments.

75. Projected benefit payments also should include taxes or other assess-
ments expected to be imposed on benefit payments using the rates in effect at
the measurement date or, if different rates have been approved by the assess-
ing government to be applied in future periods, the rates approved by the
assessing government associated with the periods in which the assessments
on the benefit payments will be imposed.

76. Projected benefit payments should be based on claims costs, or age-
adjusted premiums approximating claims costs, in conformity with Actuarial
Standards of Practice issued by the Actuarial Standards Board. For this pur-
pose, a deviation, as the term is used in Actuarial Standards of Practice, from
the guidance in an Actuarial Standard of Practice should not be considered to
be in conformity with the requirement in this paragraph.

15Considerations that might be relevant to determining whether such changes are substantively
automatic include the historical pattern of granting the changes, the consistency in the amounts
of the changes or in the amounts of the changes relative to a defined cost-of-living or inflation
index, and whether there is evidence to conclude that changes might not continue to be granted
in the future despite what might otherwise be a pattern that would indicate such changes are
substantively automatic.
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77. A legal or contractual cap on benefit payments for OPEB each period
should be considered in projecting benefit payments, if the cap is assumed to
be effective taking into consideration whether the cap has been enforced in the
past and other relevant factors and circumstances.

78. Benefit payments to be provided by means of an allocated insurance
contract should be excluded from projected benefit payments if (a) the contract
irrevocably transfers to the insurer the responsibility for providing the benefits,
(b) all required payments to acquire the contract have been made, and (c) the
likelihood is remote that the employers, nonemployer contributing entities, if
any, or OPEB plan will be required to make additional payments to satisfy the
benefit payments covered by the contract.

Discount rate

79. The discount rate should be the single rate that reflects the following:

a. The long-term expected rate of return on OPEB plan investments that are
expected to be used to finance the payment of benefits, to the extent that
(1) the OPEB plan’s fiduciary net position is projected (in conformity with
paragraphs 80−82) to be sufficient to make projected benefit payments
(determined in conformity with paragraphs 73−78) and (2) OPEB plan assets
are expected to be invested using a strategy to achieve that return

b. A yield or index rate for 20-year, tax-exempt general obligation municipal
bonds with an average rating of AA/Aa or higher (or equivalent quality on
another rating scale), to the extent that the conditions in (a) are not met.

Comparing projections of the OPEB plan’s fiduciary net position to projected benefit
payments

80. For purposes of applying paragraph 79, the amount of the OPEB plan’s
projected fiduciary net position and the amount of projected benefit payments
should be compared in each period of projected benefit payments. Projections
of the OPEB plan’s fiduciary net position should incorporate all cash flows for
contributions from employers and nonemployer contributing entities, if any,
intended to finance benefits of current active and inactive employees (status at
the measurement date) and all cash flows for contributions from current active
employees. It should not include (a) cash flows for contributions from employers
or nonemployer contributing entities intended to finance the service costs of
future employees or (b) cash flows for contributions from future employees,
unless those contributions are projected to exceed service costs for those
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employees. In each period, contributions from employers and nonemployer
contributing entities should be considered to apply, first, to service costs of
employees in the period and, second, to past service costs, unless the effective
OPEB plan terms related to contributions indicate that a different relationship
between contributions to the OPEB plan from nonemployer contributing entities
and service costs should be applied. Contributions from active employees
should be considered to be applied to service costs before contributions from
employers and nonemployer contributing entities.

81. Professional judgment should be applied to project cash flows for contri-
butions from employers and nonemployer contributing entities in circumstances
in which (a) those contribution amounts are established by statute or contract or
(b) a formal, written policy related to those contributions exists. Application of
professional judgment should consider the most recent five-year contribution
history of the employers and nonemployer contributing entities as a key indi-
cator of future contributions from those sources and should reflect all other
known events and conditions. In circumstances other than those described in
(a) and (b), the amount of projected cash flows for contributions from employers
and nonemployer contributing entities should be limited to an average of
contributions from those sources over the most recent five-year period and may
be modified based on consideration of subsequent events. For this purpose, the
basis for the average (for example, percentage of the payroll contributed or
percentage of the actuarially determined contribution made) should be a matter
of professional judgment.

82. If the evaluations required by paragraph 80 can be made with sufficient
reliability without a separate projection of cash flows into and out of the OPEB
plan, alternative methods may be applied in making the evaluations.

Calculating the discount rate

83. For each future period, if the amount of the OPEB plan’s fiduciary net
position is projected to be greater than or equal to the benefit payments that are
projected to be made in that period and OPEB plan assets up to that point are
expected to be invested using a strategy to achieve the long-term expected rate
of return, the actuarial present value of benefit payments projected to be made
in the period should be determined using the long-term expected rate of return
on those investments. The long-term expected rate of return should be based
on the nature and mix of current and expected OPEB plan investments over a
period representative of the expected length of time between (a) the point at
which an employee begins to provide service to the employer and (b) the point
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at which all benefits to the employee have been paid. For this purpose, the
long-term expected rate of return should be determined net of OPEB plan
investment expense but without reduction for OPEB plan administrative ex-
pense. The municipal bond rate discussed in paragraph 79 should be used to
calculate the actuarial present value of all other benefit payments.

84. For purposes of this Statement, the discount rate is the single rate of return
that, when applied to all projected benefit payments, results in an actuarial
present value of projected benefit payments equal to the total of the actuarial
present values determined in conformity with paragraph 83.

Attribution of the actuarial present value of projected benefit payments to periods

85. The entry age actuarial cost method should be used to attribute the
actuarial present value of projected benefit payments of each employee to
periods in conformity with the following:

a. Attribution should be made on an individual employee-by-employee basis.
b. Each employee’s service costs should be level as a percentage of that

employee’s projected pay. For purposes of this calculation, if an employee
does not have projected pay, the projected inflation rate should be used in
place of the projected rate of change in salary.

c. The beginning of the attribution period should be the first period in which the
employee provides service under the benefit terms, notwithstanding vesting
or other similar terms.

d. The service costs of all OPEB should be attributed through all assumed ages
of exit from active service.

e. Each employee’s service costs should be determined based on the same
benefit terms reflected in that employee’s actuarial present value of pro-
jected benefit payments.

Collective OPEB Expense and Collective Deferred Outflows of Resources
and Deferred Inflows of Resources Related to OPEB

86. Changes in the collective net OPEB liability should be included in collective
OPEB expense in the current measurement period except as indicated below:

a. If the alternative measurement method is not used to measure the total
OPEB liability, each of the following should be included in collective OPEB
expense, beginning in the current measurement period, using a systematic
and rational method over a closed period equal to the average of the
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expected remaining service lives of all employees that are provided with
OPEB through the OPEB plan (active employees and inactive employees)
determined as of the beginning of the measurement period:
(1) Differences between expected and actual experience with regard to

economic or demographic factors (differences between expected and
actual experience) in the measurement of the total OPEB liability

(2) Changes of assumptions about future economic or demographic factors
or of other inputs (changes of assumptions or other inputs).

The portion of (1) and (2) not included in collective OPEB expense should be
included in collective deferred outflows of resources or deferred inflows of
resources related to OPEB.

b. The difference between projected and actual earnings on OPEB plan invest-
ments should be included in collective OPEB expense using a systematic
and rational method over a closed five-year period, beginning in the current
measurement period. The amount not included in collective OPEB expense
should be included in collective deferred outflows of resources or deferred
inflows of resources related to OPEB. Collective deferred outflows of re-
sources and deferred inflows of resources arising from differences between
projected and actual OPEB plan investment earnings in different measure-
ment periods should be aggregated and included as a net collective deferred
outflow of resources related to OPEB or a net collective deferred inflow of
resources related to OPEB.

c. Contributions to the OPEB plan from employers or nonemployer contributing
entities should not be included in collective OPEB expense.

Recognition and measurement in financial statements prepared
using the economic resources measurement focus and accrual
basis of accounting—cost-sharing employers that have a special
funding situation

87. An employer that has a special funding situation should apply the require-
ments of paragraphs 109−114.

Recognition in financial statements prepared using the current
financial resources measurement focus and modified accrual
basis of accounting—all cost-sharing employers

88. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, an employer’s
proportionate share of the collective net OPEB liability should be recognized to
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the extent the liability is normally expected to be liquidated with expendable
available financial resources. OPEB expenditures should be recognized equal
to the total of (a) amounts paid by the employer to the OPEB plan, including
amounts paid for OPEB as the benefits come due, and (b) the change between
the beginning and ending balances of amounts normally expected to be liqui-
dated with expendable available financial resources. A net OPEB liability is
normally expected to be liquidated with expendable available financial re-
sources to the extent that benefit payments have matured—that is, benefit
payments are due and payable and the OPEB plan’s fiduciary net position is not
sufficient for payment of those benefits.

Notes to financial statements—all cost-sharing employers

89. The total (aggregate for all OPEB, regardless of the type of OPEB plans
through which the OPEB is provided and whether the OPEB plans are admin-
istered through a trust that meets the criteria in paragraph 4 of this Statement)
of the employer’s OPEB liabilities, net OPEB assets, deferred outflows of
resources and deferred inflows of resources related to OPEB, and OPEB
expense/expenditures for the period associated with OPEB liabilities to employ-
ees, as applicable, should be disclosed if the total amounts are not otherwise
identifiable from information presented in the financial statements.

90. The information identified in paragraphs 91−96 should be disclosed for
benefits provided through each cost-sharing OPEB plan in which the employer
participates. Disclosures related to more than one OPEB plan should be
combined in a manner that avoids unnecessary duplication.

OPEB Plan Description

91. The following information should be disclosed about the OPEB plan
through which benefits are provided:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a cost-sharing OPEB
plan.

b. A brief description of the benefit terms, including (1) the classes of employ-
ees covered; (2) the types of benefits; (3) the key elements of the OPEB
formulas; (4) the terms or policies, if any, with respect to automatic post-
employment benefit changes, including automatic COLAs, ad hoc post-
employment benefit changes, including ad hoc COLAs, and the sharing of
benefit-related costs with inactive employees; and (5) the authority under
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which benefit terms are established or may be amended. If the OPEB plan
is closed to new entrants, that fact should be disclosed.

c. A brief description of contribution requirements, including (1) the basis for
determining the employer’s contributions to the OPEB plan (for example,
statute, contract, an actuarial basis, or some other manner); (2) identification
of the authority under which contribution requirements of employers, non-
employer contributing entities, if any, and employees are established or may
be amended; (3) legal or contractual maximum contribution rates, if appli-
cable; and (4) the contribution rates (in dollars or as a percentage of covered
payroll) of employers, nonemployer contributing entities, if any, and employ-
ees for the reporting period. Also, the amount of contributions recognized by
the OPEB plan from the employer during the reporting period, excluding
amounts resulting from contributions recognized by the OPEB plan as
noncurrent receivables, if not otherwise disclosed.

d. Whether the OPEB plan issues a stand-alone financial report (or the OPEB
plan is included in the report of another government) that is available to the
public and, if so, how to obtain the report (for example, a link to the OPEB
plan report on the employer’s website).

Information about the Employer’s Proportionate Share of the Collective
Net OPEB Liability

Assumptions and Other Inputs

92. Significant assumptions and other inputs used to measure the total OPEB
liability, including assumptions about inflation, healthcare cost trend rates,
salary changes, ad hoc postemployment benefit changes (including ad hoc
COLAs), and the sharing of benefit-related costs with inactive employees,
should be disclosed, as applicable. For all significant assumptions, if different
rates are assumed for different periods, information should be disclosed about
what rates are applied to the different periods of the measurement.

93. In addition, the following information related to assumptions and other
inputs should be disclosed, as applicable:

a. The fact that projections of the sharing of benefit-related costs are based on
an established pattern of practice

b. The source of the mortality assumptions (for example, the published tables
on which the assumptions are based or that the assumptions are based on
a study of the experience of the covered group)

c. The dates of experience studies on which significant assumptions are based
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d. If the alternative measurement method is used to measure the total OPEB
liability, the source of or basis for all significant assumptions selected in
conformity with paragraph 225

e. Measures of the employer’s proportionate share of the collective net OPEB
liability calculated using (1) a healthcare cost trend rate that is 1-percentage-
point higher than the assumed healthcare cost trend rate and (2) a health-
care cost trend rate that is 1-percentage-point lower than the assumed
healthcare cost trend rate.

94. The following information should be disclosed about the discount rate:

a. The discount rate applied in the measurement of the total OPEB liability and
the change in the discount rate since the prior measurement date, if any

b. Assumptions made about projected cash flows into and out of the OPEB
plan, such as contributions from employers, nonemployer contributing enti-
ties, and employees

c. The long-term expected rate of return on OPEB plan investments and a brief
description of how it was determined, including significant methods and
assumptions used for that purpose

d. If the discount rate incorporates a municipal bond rate, the municipal bond
rate used and the source of that rate

e. The periods of projected benefit payments to which the long-term expected
rate of return and, if used, the municipal bond rate are applied in determining
the discount rate

f. The assumed asset allocation of the OPEB plan’s portfolio, the long-term
expected real rate of return for each major asset class, and whether the
expected rates of return are presented as arithmetic or geometric means, if
not otherwise disclosed

g. Measures of the employer’s proportionate share of the collective net OPEB
liability calculated using (1) a discount rate that is 1-percentage-point higher
than that required by paragraph 79 and (2) a discount rate that is
1-percentage-point lower than that required by paragraph 79.

The OPEB Plan’s Fiduciary Net Position

95. All information required by this and other financial reporting standards
about the elements of the OPEB plan’s basic financial statements (that is, all
information about the OPEB plan’s assets, deferred outflows of resources,
liabilities, deferred inflows of resources, and fiduciary net position) should be
disclosed. However, if (a) a financial report that includes disclosure about the
elements of the OPEB plan’s basic financial statements is available on the
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Internet, either as a stand-alone financial report or included as a fiduciary fund
in the financial report of another government and (b) information is provided
about how to obtain the report, reference may instead be made to the other
report for these disclosures. In this circumstance, it also should be disclosed
that the OPEB plan’s fiduciary net position has been determined on the same
basis used by the OPEB plan, and a brief description of the OPEB plan’s basis
of accounting, including the policies with respect to benefit payments (including
refunds of employee contributions) and the valuation of OPEB plan investments
should be included. If significant changes have occurred that indicate that the
disclosures included in the OPEB plan’s financial report generally do not reflect
the facts and circumstances at the measurement date, information about the
substance and the magnitude of the changes should be disclosed.

Additional Information

96. The following additional information should be disclosed, if applicable:

a. The employer’s proportionate share (amount) of the collective net OPEB
liability and, if an employer has a special funding situation, (1) the portion of
the nonemployer contributing entities’ total proportionate share (amount) of
the collective net OPEB liability that is associated with the employer16 and
(2) the total of the employer’s proportionate share (amount) of the collective
net OPEB liability and the portion of the nonemployer contributing entities’
total proportionate share of the collective net OPEB liability that is associ-
ated with the employer.

b. The employer’s proportion (percentage) of the collective net OPEB liability,
the basis on which its proportion was determined, and the change in its
proportion since the prior measurement date.

c. The measurement date of the collective net OPEB liability; the date of the
actuarial valuation or alternative measurement method calculation on which
the total OPEB liability is based; and, if applicable, the fact that update
procedures were used to roll forward the total OPEB liability to the meas-
urement date. If the alternative measurement method permitted by this
Statement is used to measure the total OPEB liability, the fact that this
alternative method was used in place of an actuarial valuation also should be
disclosed.

16The requirements of paragraphs 116−118 address measurement by governmental nonem-
ployer contributing entities. For purposes of paragraph 96, the requirements of those paragraphs
also apply to the determination of the proportionate share of the net OPEB liability attributed to
a nongovernmental nonemployer contributing entity in a special funding situation.
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d. A brief description of changes of assumptions or other inputs that affected
measurement of the total OPEB liability since the prior measurement date.

e. A brief description of changes of benefit terms that affected measurement of
the total OPEB liability since the prior measurement date.

f. A brief description of the nature of changes between the measurement date
of the collective net OPEB liability and the employer’s reporting date that are
expected to have a significant effect on the employer’s proportionate share
of the collective net OPEB liability, and the amount of the expected resultant
change in the employer’s proportionate share of the collective net OPEB
liability, if known.

g. The amount of OPEB expense recognized by the employer in the reporting
period.

h. The employer’s balances of deferred outflows of resources and deferred
inflows of resources related to OPEB, classified as follows, if applicable:
(1) Differences between expected and actual experience in the measure-

ment of the total OPEB liability
(2) Changes of assumptions or other inputs
(3) Net difference between projected and actual earnings on OPEB plan

investments
(4) Changes in the employer’s proportion (paragraph 64) and differences

between (a) the employer’s contributions (other than those associated
with the individual employer’s separately financed specific liabilities to
the OPEB plan) and (b) the employer’s proportionate share of certain
contributions (paragraph 65)

(5) The employer’s contributions to the OPEB plan subsequent to the
measurement date of the collective net OPEB liability.

i. A schedule presenting the following:
(1) For each of the subsequent five years, and in the aggregate thereafter,

the net amount of the employer’s balances of deferred outflows of
resources and deferred inflows of resources in subparagraph (h) that will
be recognized in the employer’s OPEB expense

(2) The amount of the employer’s balance of deferred outflows of resources
in subparagraph (h) that will be included as a reduction of the collective
net OPEB liability.

j. The amount of revenue recognized for the support provided by nonemployer
contributing entities (see paragraph 69 or paragraphs 113 and 114), if any.
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Required supplementary information—all cost-sharing employers

97. The required supplementary information identified in subparagraphs
(a) and (b), as applicable, should be presented separately for each cost-sharing
OPEB plan through which OPEB is provided. The information indicated in
subparagraph (a) should be determined as of the measurement date of the
collective net OPEB liability. The information in subparagraph (b) should be
determined as of the employer’s most recent fiscal year-end.

a. A 10-year schedule presenting the following for each year:
(1) If the employer does not have a special funding situation:

(a) The employer’s proportion (percentage) of the collective net OPEB
liability

(b) The employer’s proportionate share (amount) of the collective net
OPEB liability

(c) The employer’s covered-employee payroll
(d) The employer’s proportionate share (amount) of the collective net

OPEB liability as a percentage of the employer’s covered-employee
payroll

(e) The OPEB plan’s fiduciary net position as a percentage of the total
OPEB liability.

(2) If the employer has a special funding situation:
(a) The employer’s proportion (percentage) of the collective net OPEB

liability
(b) The employer’s proportionate share (amount) of the collective net

OPEB liability
(c) The portion of the nonemployer contributing entities’ total propor-

tionate share (amount) of the collective net OPEB liability that is
associated with the employer17

(d) The total of (b) and (c)
(e) The employer’s covered-employee payroll
(f) The employer’s proportionate share (amount) of the collective net

OPEB liability as a percentage of the employer’s covered-employee
payroll

(g) The OPEB plan’s fiduciary net position as a percentage of the total
OPEB liability.

17The requirements of paragraphs 116−118 address measurement by governmental nonem-
ployer contributing entities. For purposes of paragraph 97, the requirements of those paragraphs
also apply to the determination of the proportionate share of the net OPEB liability attributed to
a nongovernmental nonemployer contributing entity in a special funding situation.
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b. If the contribution requirements of the employer are statutorily or contractu-
ally established, a 10-year schedule presenting the following for each year:
(1) The statutorily or contractually required employer contribution. For pur-

poses of this schedule, statutorily or contractually required contributions
should exclude amounts, if any, associated with payables to the OPEB
plan that arose in a prior fiscal year and those associated with sepa-
rately financed specific liabilities of the individual employer to the OPEB
plan.

(2) The amount of contributions recognized by the OPEB plan in relation to
the statutorily or contractually required employer contribution. For pur-
poses of this schedule, contributions should exclude amounts resulting
from contributions recognized by the OPEB plan as noncurrent receiv-
ables.

(3) The difference between the statutorily or contractually required em-
ployer contribution and the amount of contributions recognized by the
OPEB plan in relation to the statutorily or contractually required em-
ployer contribution.

(4) The employer’s covered-employee payroll.
(5) The amount of contributions recognized by the OPEB plan in relation to

the statutorily or contractually required employer contribution as a per-
centage of the employer’s covered-employee payroll.

Notes to Required Schedules

98. Information about factors that significantly affect trends in the amounts
reported in the schedules required by paragraph 97 (for example, changes of
benefit terms, changes in the size or composition of the population covered by
the benefit terms, or the use of different assumptions) should be presented as
notes to the schedules. Information about investment-related factors that sig-
nificantly affect trends in the amounts reported should be limited to those factors
over which the OPEB plan or the participating governments have influence (for
example, changes in investment policies). Information about external, eco-
nomic factors (for example, changes in market prices) should not be presented.
(The amounts presented for prior years should not be restated for the effects of
changes—for example, changes of benefit terms or changes of assumptions—
that occurred subsequent to the measurement date of that information.)
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Special funding situations

Single or agent employers

Recognition and Measurement in Financial Statements Prepared Using
the Economic Resources Measurement Focus and Accrual Basis of
Accounting

Proportionate Share of the Collective Net OPEB Liability

99. A liability should be recognized for the employer’s proportionate share of
the collective net OPEB liability. The employer’s proportionate share of the
collective net OPEB liability should be measured as the collective net OPEB
liability (determined in conformity with paragraphs 27−42), net of the nonem-
ployer contributing entities’ total proportionate share of the collective net OPEB
liability (determined in conformity with paragraphs 116−118).18

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to OPEB

100. OPEB expense and deferred outflows of resources and deferred inflows
of resources related to OPEB should be recognized for the items in paragraphs
101−105, as applicable. The effects of items in paragraphs 102 and 103 may be
recognized on a net basis.

Proportionate share

101. OPEB expense should be recognized in an amount equal to collective
OPEB expense. Deferred outflows of resources and deferred inflows of re-
sources related to OPEB should be recognized for the employer’s proportion-
ate shares of collective deferred outflows of resources and deferred inflows of
resources related to OPEB. Collective OPEB expense and collective deferred
outflows of resources and deferred inflows of resources related to OPEB should
be determined in conformity with paragraph 43, excluding subparagraph (d).
The employer’s proportionate shares should be determined using the employ-

18The requirements of paragraphs 116−118 address measurement by governmental nonem-
ployer contributing entities. For purposes of paragraph 99, the requirements of those paragraphs
also apply to the determination of the proportionate share of the collective net OPEB liability
attributed to a nongovernmental nonemployer contributing entity in a special funding situation.
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er’s proportion of the collective net OPEB liability—the ratio of (a) the employ-
er’s proportionate share of the collective net OPEB liability (paragraph 99) to (b)
the collective net OPEB liability (paragraphs 27−42).

Change in proportion

102. If there is a change in the employer’s proportion of the collective net
OPEB liability since the prior measurement date, the net effect of that change
on the employer’s proportionate shares of the collective net OPEB liability and
the collective deferred outflows of resources and deferred inflows of resources
related to OPEB, determined as of the beginning of the measurement period,
should be recognized in the employer’s OPEB expense, beginning in the
current reporting period, using a systematic and rational method over a closed
period. For this purpose, the length of the expense recognition period should be
equal to the average of the expected remaining service lives of all employees
that are provided with OPEB through the OPEB plan (active employees and
inactive employees) determined as of the beginning of the measurement
period. The amount not recognized in the employer’s OPEB expense should be
reported as a deferred outflow of resources or deferred inflow of resources
related to OPEB.

Contributions during the measurement period

103. For contributions to the OPEB plan other than those to separately finance
specific liabilities of an individual employer or nonemployer contributing entity to
the OPEB plan, the difference during the measurement period between (a) the
total amount of such contributions from the employer (and amounts associated
with the employer from nonemployer contributing entities that are not in a
special funding situation) and (b) the amount of the employer’s proportionate
share of the total of such contributions from the employer and all nonemployer
contributing entities should be recognized in the employer’s OPEB expense
beginning in the current reporting period, using a systematic and rational
method over a closed period. For this purpose, the length of the expense
recognition period should be equal to the average of the expected remaining
service lives of all employees that are provided with OPEB through the OPEB
plan (active employees and inactive employees) determined as of the begin-
ning of the measurement period. The amount not recognized in the employer’s
OPEB expense should be reported as a deferred outflow of resources or
deferred inflow of resources related to OPEB.
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104. For contributions to the OPEB plan to separately finance specific liabilities
of the individual employer to the OPEB plan, the difference during the meas-
urement period between (a) the amount of such contributions from the em-
ployer (and amounts associated with the employer from nonemployer contrib-
uting entities that are not in a special funding situation) and (b) the amount of
the employer’s proportionate share of the contributions in (a), determined using
the employer’s proportion of the collective net OPEB liability, should be recog-
nized in the employer’s OPEB expense.

Employer contributions subsequent to the measurement date

105. Contributions to the OPEB plan from the employer subsequent to the
measurement date of the collective net OPEB liability and before the end of the
employer’s reporting period (excluding amounts associated with the employer
from nonemployer contributing entities that are not in a special funding situa-
tion) should be reported as a deferred outflow of resources related to OPEB.

Support of Nonemployer Contributing Entities in a Special Funding
Situation

106. Revenue should be recognized in an amount equal to the total of the
following:19

a. The nonemployer contributing entities’ total proportionate share of collective
OPEB expense (measured in conformity with paragraph 120), reduced by
the total of amounts, if any, recognized by nonemployer contributing entities
as reductions of expense measured in conformity with paragraph 124

b. The nonemployer contributing entities’ total additional expense recognized
for contributions to the OPEB plan to separately finance specific liabilities of
the individual governmental nonemployer contributing entity to the OPEB
plan (measured in conformity with paragraph 123).

19The requirements of paragraphs 120, 123, and 124 address measurement by governmental
nonemployer contributing entities. For purposes of paragraph 106, the requirements of para-
graphs 120, 123, and 124 also apply to the determination of expense attributed to a nongov-
ernmental nonemployer contributing entity in a special funding situation.
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Support of Nonemployer Contributing Entities Not in a Special Funding
Situation

107. If an employer that has a special funding situation also receives support
from nonemployer contributing entities that are not in a special funding situa-
tion, revenue should be recognized for contributions to the OPEB plan during
the measurement period from nonemployer contributing entities that are not in
a special funding situation.

Additional Requirements

108. The requirements in paragraphs 46−58 for recognition in financial state-
ments prepared using the current financial resources measurement focus and
modified accrual basis of accounting, notes to financial statements, and re-
quired supplementary information should be applied.

Cost-sharing employers

Recognition and Measurement in Financial Statements Prepared Using
the Economic Resources Measurement Focus and Accrual Basis of
Accounting

Proportionate Share of the Collective Net OPEB Liability

109. A liability should be recognized for the employer’s proportionate share of
the collective net OPEB liability determined in conformity with paragraphs
59−61. For purposes of applying those paragraphs, if the effective OPEB plan
terms define a specific relationship of the contribution requirements of a non-
employer contributing entity to those of the employer and other contributing
entities, the employer’s proportion should be established in a manner consis-
tent with those terms, notwithstanding differences between the measurement
basis used to determine contributions and the measurement basis used to
determine the collective net OPEB liability. For example, if the governmental
nonemployer contributing entity’s contribution requirements are defined by the
plan terms to be 25 percent of the employers’ total actuarially determined
contribution, each employer’s proportion of the collective net OPEB liability
should be based on 75 percent of its total individual actuarially determined
contribution. For another example, if (a) the governmental nonemployer con-
tributing entity’s required contribution, consistently contributed, is defined in the
OPEB plan terms to be the amount necessary to finance 100 percent of past
service cost on the actuarial funding basis used by the employers and nonem-
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ployer contributing entities and (b) the employers’ required contribution rate is
defined in the OPEB plan terms to be an amount to satisfy the portion of the
actuarially determined service cost of each period that is not offset by active
employee contributions, the employer’s proportion of the collective net OPEB
liability should be considered to be zero percent.

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to OPEB

110. OPEB expense and deferred outflows of resources and deferred inflows
of resources related to OPEB should be recognized in conformity with para-
graphs 62−66 and 68.

111. OPEB expense also should be recognized for the following amounts:20

a. The portion of the following amount that is associated with the employer: the
nonemployer contributing entities’ total proportionate share of collective
OPEB expense (measured in conformity with paragraph 120), reduced by
the total of amounts, if any, recognized by nonemployer contributing entities
as reductions of expense measured in conformity with paragraph 124

b. The portion of the following amount that is associated with the employer, if
any: the nonemployer contributing entities’ total additional expense recog-
nized for contributions to the OPEB plan to separately finance specific
liabilities of the individual governmental nonemployer contributing entity to
the OPEB plan (measured in conformity with paragraph 123).

112. For contributions made by others to the OPEB plan during the measure-
ment period to separately finance specific liabilities to the OPEB plan (excluding
amounts associated with the employer from nonemployer contributing entities
that are not in a special funding situation), the amount of the employer’s
proportionate share of the total of such contributions determined using the
employer’s proportion of the collective net OPEB liability should be recognized
as a reduction of the employer’s OPEB expense.

20The requirements of paragraphs 120, 123, and 124 address measurement by governmental
nonemployer contributing entities. For purposes of paragraph 111, the requirements of para-
graphs 120, 123, and 124 also apply to the determination of the expense attributed to a
nongovernmental nonemployer contributing entity in a special funding situation.
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Support of Nonemployer Contributing Entities in a Special Funding
Situation

113. Revenue should be recognized in an amount equal to the total of the
following amounts:21

a. The portion of the following amount that is associated with the employer: the
nonemployer contributing entities’ total proportionate share of the collective
OPEB expense (measured in conformity with paragraph 120), reduced by
the total of amounts, if any, recognized by nonemployer contributing entities
as reductions of expense measured in conformity with paragraph 124

b. The portion of the following amount that is associated with the employer, if
any: the nonemployer contributing entities’ total additional expense recog-
nized for contributions to the OPEB plan to separately finance specific
liabilities of the individual governmental nonemployer contributing entity to
the OPEB plan (measured in conformity with paragraph 123).

Support of Nonemployer Contributing Entities Not in a Special Funding
Situation

114. If an employer that has a special funding situation also receives support
from nonemployer contributing entities that are not in a special funding situa-
tion, revenue should be recognized in an amount equal to (a) the change in the
collective net OPEB liability arising from contributions to the OPEB plan during
the measurement period from nonemployer contributing entities that are not in
a special funding situation to separately finance specific liabilities of the indi-
vidual employer to the OPEB plan and (b) the portion of the change in the
collective net OPEB liability arising from contributions to the OPEB plan that is
associated with the government during the measurement period from nonem-
ployer contributing entities for purposes other than the separate financing of
specific liabilities to the OPEB plan.

21The requirements of paragraphs 120, 123, and 124 address measurement by governmental
nonemployer contributing entities. For purposes of paragraph 113, the requirements of para-
graphs 120, 123, and 124 also apply to the determination of the expense attributed to a
nongovernmental nonemployer contributing entity in a special funding situation.
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Additional Requirements

115. The requirements in paragraphs 88−98 for recognition in financial state-
ments prepared using the current financial resources measurement focus and
modified accrual basis of accounting, notes to financial statements, and re-
quired supplementary information should be applied.

Governmental nonemployer contributing entities

Recognition and Measurement in Financial Statements Prepared Using
the Economic Resources Measurement Focus and Accrual Basis of
Accounting

Proportionate Share of the Collective Net OPEB Liability

116. A liability should be recognized for the governmental nonemployer con-
tributing entity’s proportionate share of the collective net OPEB liability. The
governmental nonemployer contributing entity’s proportionate share of the
collective net OPEB liability should be measured as of a date (measurement
date) no earlier than the end of the governmental nonemployer contributing
entity’s prior fiscal year and no later than the end of the governmental nonem-
ployer contributing entity’s current fiscal year, consistently applied from period
to period. The governmental nonemployer contributing entity’s proportionate
share of the collective net OPEB liability should be measured by:

a. Determining the governmental nonemployer contributing entity’s
proportion—a measure of the proportionate relationship of (1) the govern-
mental nonemployer contributing entity to (2) all employers and all nonem-
ployer contributing entities. The basis for the governmental nonemployer
contributing entity’s proportion should be consistent with the manner in which
contributions to the OPEB plan, excluding those to separately finance specific
liabilities of an individual employer or nonemployer contributing entity to the
OPEB plan, are determined. The use of the governmental nonemployer
contributing entity’s projected long-term contribution effort to the OPEB plan
as compared to the total projected long-term contribution effort of all employ-
ers and all nonemployer contributing entities to determine the governmental
nonemployer contributing entity’s proportion is encouraged.

b. Multiplying the collective net OPEB liability (determined in conformity with
paragraphs 27−42 or paragraphs 70−85, as applicable) by the governmental
nonemployer contributing entity’s proportion calculated in (a).
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117. To the extent that different contribution rates are assessed based on
separate relationships that constitute the collective net OPEB liability (for
example, separate rates are calculated based on an internal allocation of
liabilities and assets for different classes or groups of employees), the deter-
mination of the governmental nonemployer contributing entity’s proportionate
share of the collective net OPEB liability should be made in a manner that
reflects those separate relationships. In addition, for this purpose, if the effec-
tive OPEB plan terms define a specific relationship of the contribution require-
ments of the nonemployer contributing entity to those of other contributing
entities, the governmental nonemployer contributing entity’s proportion should
be established in a manner consistent with those terms, notwithstanding differ-
ences between the measurement basis used to determine contributions and
the measurement basis used to determine the collective net OPEB liability. For
example, if the governmental nonemployer contributing entity’s contribution
requirements are defined by the plan terms to be 25 percent of the employers’
total actuarially determined contribution, the governmental nonemployer con-
tributing entity’s proportion of the collective net OPEB liability should be
considered to be 25 percent. For another example, if (a) the governmental
nonemployer contributing entity’s required contribution, consistently contrib-
uted, is defined in the OPEB plan terms to be the amount necessary to finance
100 percent of past service cost on the actuarial funding basis used by the
employers and nonemployer contributing entities and (b) the employers’ re-
quired contribution rate is defined in the OPEB plan terms to be an amount to
satisfy the portion of the actuarially determined service cost of each period that
is not offset by active employee contributions, the governmental nonemployer
contributing entity’s proportion of the collective net OPEB liability should be
considered to be 100 percent.

118. The governmental nonemployer contributing entity’s proportion should be
established as of the measurement date, unless its proportion is actuarially
determined, in which case a proportion established at the date of the actuarial
valuation used to determine the collective net OPEB liability may be used.

Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources

119. Expense and deferred outflows of resources and deferred inflows of
resources should be recognized for the items in paragraphs 120−125, as
applicable. The effects of items in paragraphs 121 and 122 may be recognized
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on a net basis. A governmental nonemployer contributing entity should classify
its expense as a result of a special funding situation in the same manner as it
classifies similar grants to other entities.

Proportionate share

120. Expense, as well as deferred outflows of resources and deferred inflows
of resources, should be recognized for the governmental nonemployer contrib-
uting entity’s proportionate shares of collective OPEB expense and collective
deferred outflows of resources and deferred inflows of resources related to
OPEB. The governmental nonemployer contributing entity’s proportionate
shares should be determined using the governmental nonemployer contributing
entity’s proportion of the collective net OPEB liability.

Change in proportion

121. If there is a change in the governmental nonemployer contributing entity’s
proportion of the collective net OPEB liability since the prior measurement date,
the net effect of that change on the governmental nonemployer contributing
entity’s proportionate shares of the collective net OPEB liability and collective
deferred outflows of resources and deferred inflows of resources related to
OPEB, determined as of the beginning of the measurement period, should be
recognized in the governmental nonemployer contributing entity’s expense,
beginning in the current reporting period, using a systematic and rational
method over a closed period. For this purpose, the length of the expense
recognition period should be equal to the average of the expected remaining
service lives of all employees that are provided with OPEB through the OPEB
plan (active employees and inactive employees) determined as of the begin-
ning of the measurement period. The amount not recognized in the govern-
mental nonemployer contributing entity’s expense should be reported as a
deferred outflow of resources or deferred inflow of resources.

Contributions during the measurement period

122. For contributions to the OPEB plan other than those to separately finance
specific liabilities of an individual employer or nonemployer contributing entity to
the OPEB plan, the difference during the measurement period between (a) the
total amount of such contributions from the governmental nonemployer con-
tributing entity and (b) the amount of the entity’s proportionate share of the total
of such contributions from all employers and all nonemployer contributing
entities should be recognized in the governmental nonemployer contributing
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entity’s expense, beginning in the current reporting period, using a systematic
and rational method over a closed period. For this purpose, the length of the
expense recognition period should be equal to the average of the expected
remaining service lives of all employees that are provided with OPEB through
the OPEB plan (active employees and inactive employees) determined as of
the beginning of the measurement period. The amount not recognized in the
governmental nonemployer contributing entity’s expense should be reported as
a deferred outflow of resources or deferred inflow of resources.

123. For contributions to the OPEB plan to separately finance specific liabilities
of the individual governmental nonemployer contributing entity to the OPEB
plan, the difference during the measurement period between (a) the amount of
such contributions from the governmental nonemployer contributing entity and
(b) the amount of the governmental nonemployer contributing entity’s propor-
tionate share of the contributions in (a), determined using the governmental
nonemployer contributing entity’s proportion of the collective net OPEB liability,
should be recognized in the governmental nonemployer contributing entity’s
expense.

124. For contributions made by others to the OPEB plan to separately finance
specific liabilities to the OPEB plan, the amount of the governmental nonem-
ployer contributing entity’s proportionate share of the total of such contributions
determined using the governmental nonemployer contributing entity’s propor-
tion of the collective OPEB liability should be recognized as a reduction of the
governmental nonemployer contributing entity’s expense.

Governmental nonemployer contributing entity contributions subsequent to the
measurement date

125. Contributions to the OPEB plan from the governmental nonemployer
contributing entity subsequent to the measurement date of the collective net
OPEB liability and before the end of the governmental nonemployer contribut-
ing entity’s reporting period should be reported as a deferred outflow of
resources.
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Recognition in Financial Statements Prepared Using the Current
Financial Resources Measurement Focus and Modified Accrual Basis of
Accounting

126. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, a governmental
nonemployer contributing entity’s proportionate share of the collective net
OPEB liability should be recognized to the extent the liability is normally
expected to be liquidated with expendable available financial resources. Ex-
penditures should be recognized equal to the total of (a) amounts paid by the
governmental nonemployer contributing entity to the OPEB plan, including
amounts paid by the governmental nonemployer contributing entity for OPEB
as the benefits come due, and (b) the change between the beginning and
ending balances of amounts normally expected to be liquidated with expend-
able available financial resources. A net OPEB liability is normally expected to
be liquidated with expendable available financial resources to the extent that
benefit payments have matured—that is, benefit payments are due and payable
and the OPEB plan’s fiduciary net position is not sufficient for payment of those
benefits. Expenditures should be classified in the same manner as the govern-
mental nonemployer contributing entity classifies similar grants to other entities.

Notes to Financial Statements and Required Supplementary Information

Governmental Nonemployer Contributing Entities That Recognize a
Substantial Proportion of the Collective Net OPEB Liability

127. The information identified in paragraphs 128−133 should be disclosed,
and information required in paragraphs 134 and 135 should be presented as
required supplementary information, for benefits provided through each defined
benefit OPEB plan for which the governmental nonemployer contributing entity
recognizes a substantial proportion of the collective net OPEB liability. Disclo-
sures related to more than one OPEB plan should be combined in a manner
that avoids unnecessary duplication.
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Notes to financial statements

OPEB plan description

128. The following information should be disclosed about the OPEB plan
through which benefits are provided:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a single-employer, agent,
or cost-sharing OPEB plan.

b. A brief description of the benefit terms, including (1) the classes of employ-
ees covered; (2) the types of benefits; (3) the key elements of the OPEB
formulas; (4) the terms or policies, if any, with respect to automatic post-
employment benefit changes, including automatic COLAs, and ad hoc post-
employment benefit changes, including ad hoc COLAs, and the sharing of
benefit-related costs with inactive employees; and (5) the authority under
which benefit terms are established or may be amended. If the OPEB plan
is closed to new entrants, that fact should be disclosed.

c. A brief description of contribution requirements, including (1) the basis for
determining the governmental nonemployer contributing entity’s contribu-
tions to the OPEB plan (for example, statute, contract, an actuarial basis, or
some other manner); (2) identification of the authority under which contribu-
tion requirements of employers, nonemployer contributing entities, and em-
ployees are established or may be amended; (3) legal or contractual maxi-
mum contribution rates, if applicable; and (4) the contribution rates (in dollars
or as a percentage of covered payroll) of employers, nonemployer contrib-
uting entities, and employees for the reporting period. Also, the amount of
contributions recognized by the OPEB plan from the governmental nonem-
ployer contributing entity during the reporting period, excluding amounts
resulting from contributions recognized by the OPEB plan as noncurrent
receivables, if not otherwise disclosed.

d. Whether the OPEB plan issues a stand-alone financial report (or the OPEB
plan is included in the report of another government) that is available to the
public and, if so, how to obtain the report (for example, a link to the OPEB
plan report on the employer’s website).
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Information about the governmental nonemployer contributing entity’s
proportionate share of the collective net OPEB liability

Assumptions and other inputs

129. Significant assumptions and other inputs used to measure the total OPEB
liability, including assumptions about inflation, healthcare cost trend rates,
salary changes, ad hoc postemployment benefit changes (including ad hoc
COLAs), and the sharing of benefit-related costs with inactive employees,
should be disclosed, as applicable. For all significant assumptions, if different
rates are assumed for different periods, information should be disclosed about
what rates are applied to the different periods of the measurement.

130. In addition, the following information related to assumptions and other
inputs should be disclosed, as applicable:

a. The fact that projections are based on an established pattern of practice
b. The source of the mortality assumptions (for example, the published tables

on which the assumptions are based or that the assumptions are based on
a study of the experience of the covered group)

c. The dates of experience studies on which significant assumptions are based
d. If the alternative measurement method is used to measure the total OPEB

liability, the source of or basis for all significant assumptions selected in
conformity with paragraph 225

e. Measures of the governmental nonemployer contributing entity’s proportion-
ate share of the collective net OPEB liability calculated using (1) a healthcare
cost trend rate that is 1-percentage-point higher than the assumed health-
care cost trend rate and (2) a healthcare cost trend rate that is 1-percentage-
point lower than the assumed healthcare cost trend rate.

131. The following information should be disclosed about the discount rate:

a. The discount rate applied in the measurement of the total OPEB liability and
the change in the discount rate since the prior measurement date, if any

b. Assumptions made about projected cash flows into and out of the OPEB
plan, such as contributions from employers, nonemployer contributing enti-
ties, and employees

c. The long-term expected rate of return on OPEB plan investments and a brief
description of how it was determined, including significant methods and
assumptions used for that purpose
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d. If the discount rate incorporates a municipal bond rate, the municipal bond
rate used and the source of that rate

e. The periods of projected benefit payments to which the long-term expected
rate of return and, if used, the municipal bond rate are applied in determining
the discount rate

f. The assumed asset allocation of the OPEB plan’s portfolio, the long-term
expected real rate of return for each major asset class, and whether the
expected rates of return are presented as arithmetic or geometric means, if
not otherwise disclosed

g. Measures of the governmental nonemployer contributing entity’s proportion-
ate share of the collective net OPEB liability calculated using (1) a discount
rate that is 1-percentage-point higher than that required by paragraph 36 or
paragraph 79, as applicable, and (2) a discount rate that is 1-percentage-
point lower than that required by paragraph 36 or paragraph 79, as appli-
cable.

The OPEB plan’s fiduciary net position

132. All information required by this and other financial reporting standards
about the elements of the OPEB plan’s basic financial statements (that is, all
information about the OPEB plan’s assets, deferred outflows of resources,
liabilities, deferred inflows of resources, and fiduciary net position) should be
disclosed. However, if (a) a financial report that includes disclosure about the
elements of the OPEB plan’s basic financial statements is available on the
Internet, either as a stand-alone financial report or included as a fiduciary fund
in the financial report of another government and (b) information is provided
about how to obtain the report, reference may instead be made to the other
report for these disclosures. In this circumstance, it also should be disclosed
that the OPEB plan’s fiduciary net position has been determined on the same
basis used by the OPEB plan, and a brief description of the OPEB plan’s basis
of accounting, including the policies with respect to benefit payments (including
refunds of employee contributions) and the valuation of OPEB plan investments
should be included. If significant changes have occurred that indicate that the
disclosures included in the OPEB plan’s financial report generally do not reflect
the facts and circumstances at the measurement date, information about the
substance and the magnitude of the changes should be disclosed.
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Additional information

133. The following additional information should be disclosed, if applicable:

a. The governmental nonemployer contributing entity’s proportionate share
(amount) of the collective net OPEB liability; its proportion (percentage) of
the collective net OPEB liability; the basis on which its proportion was
determined; and the change in its proportion since the prior measurement
date.

b. The measurement date of the collective net OPEB liability; the date of the
actuarial valuation or alternative measurement method calculation on which
the total OPEB liability is based; and, if applicable, the fact that update
procedures were used to roll forward the total OPEB liability to the meas-
urement date. If the alternative measurement method permitted by this
Statement is used to measure the total OPEB liability, the fact that this
alternative method was used in place of an actuarial valuation also should be
disclosed.

c. A brief description of changes of assumptions or other inputs that affected
measurement of the total OPEB liability since the prior measurement date.

d. A brief description of changes of benefit terms that affected measurement of
the total OPEB liability since the prior measurement date.

e. A brief description of the nature of changes between the measurement date
of the collective net OPEB liability and the governmental nonemployer
contributing entity’s reporting date that are expected to have a significant
effect on the governmental nonemployer contributing entity’s proportionate
share of the collective net OPEB liability and the amount of the expected
resultant change in the governmental nonemployer contributing entity’s
proportionate share of the collective net OPEB liability, if known.

f. The amount of expense recognized by the governmental nonemployer
contributing entity in the reporting period as a result of the special funding
situation.

g. The governmental nonemployer contributing entity’s balances of deferred
outflows of resources and deferred inflows of resources as a result of the
special funding situation, classified as follows, if applicable:
(1) Differences between expected and actual experience in the measure-

ment of the total OPEB liability
(2) Changes of assumptions or other inputs
(3) Net difference between projected and actual earnings on OPEB plan

investments
(4) Changes in the governmental nonemployer contributing entity’s propor-

tion (paragraph 121) and differences between (a) the governmental
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nonemployer contributing entity’s contributions (other than those asso-
ciated with the individual nonemployer contributing entity’s separately
financed specific liabilities to the OPEB plan) and (b) the governmental
nonemployer contributing entity’s proportionate share of certain contri-
butions (paragraph 122)

(5) The governmental nonemployer contributing entity’s contributions to the
OPEB plan subsequent to the measurement date of the collective net
OPEB liability.

h. A schedule presenting the following:
(1) For each of the subsequent five years, and in the aggregate thereafter,

the net amount of the governmental nonemployer contributing entity’s
balances of deferred outflows of resources and deferred inflows of
resources in subparagraph (g) that will be recognized in the governmen-
tal nonemployer contributing entity’s expense

(2) The amount of the governmental nonemployer contributing entity’s
balance of deferred outflows of resources in subparagraph (g) that will
be included as a reduction of the collective net OPEB liability.

Required supplementary information

134. The required supplementary information identified in subparagraphs (a)
and (b), as applicable, should be presented separately for each defined benefit
OPEB plan for which the governmental nonemployer contributing entity recog-
nizes a substantial proportion of the collective net OPEB liability. The informa-
tion indicated in subparagraph (a) should be determined as of the measurement
date of the collective net OPEB liability. The information in subparagraph (b)
should be determined as of the governmental nonemployer contributing entity’s
most recent fiscal year-end.

a. A 10-year schedule presenting the following for each year:
(1) The governmental nonemployer contributing entity’s proportion (per-

centage) of the collective net OPEB liability
(2) The governmental nonemployer contributing entity’s proportionate

share (amount) of the collective net OPEB liability
(3) The OPEB plan’s fiduciary net position as a percentage of the total

OPEB liability.
b. If the contribution requirements of the governmental nonemployer contrib-

uting entity are statutorily or contractually established, a 10-year schedule
presenting the following for each year:
(1) The governmental nonemployer contributing entity’s statutorily or con-

tractually required contribution. For purposes of this schedule, statutorily
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or contractually required contributions should exclude amounts, if any,
associated with payables to the OPEB plan that arose in a prior fiscal
year and those associated with separately financed specific liabilities of
the individual governmental nonemployer contributing entity to the
OPEB plan.

(2) The amount of contributions recognized by the OPEB plan in relation to
the governmental nonemployer contributing entity’s statutorily or con-
tractually required contribution. For purposes of this schedule, contribu-
tions should exclude amounts resulting from contributions recognized
by the OPEB plan as noncurrent receivables.

(3) The difference between the governmental nonemployer contributing
entity’s statutorily or contractually required contribution and the amount
of contributions recognized by the OPEB plan in relation to its statutorily
or contractually required contribution.

Notes to required schedules

135. Information about factors that significantly affect trends in the amounts
reported in the schedules required by paragraph 134 (for example, changes of
benefit terms, changes in the size or composition of the population covered by
the benefit terms, or the use of different assumptions) should be presented as
notes to the schedules. Information about investment-related factors that sig-
nificantly affect trends in the amounts reported should be limited to those factors
over which the OPEB plan or the participating governments have influence (for
example, changes in investment policies). Information about external, eco-
nomic factors (for example, changes in market prices) should not be presented.
(The amounts presented for prior years should not be restated for the effects of
changes—for example, changes of benefit terms or changes of assumptions—
that occurred subsequent to the measurement date of that information.)

Governmental Nonemployer Contributing Entities That Recognize a
Less-Than-Substantial Proportion of the Collective Net OPEB Liability

Notes to financial statements

136. The information identified in this paragraph should be disclosed for ben-
efits provided through each defined benefit OPEB plan for which the govern-
mental nonemployer contributing entity recognizes a less-than-substantial pro-
portion of the collective net OPEB liability. If the governmental nonemployer
contributing entity recognizes more than one such liability, information may be
presented in the aggregate for all such liabilities.
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a. The name of the OPEB plan through which benefits are provided, identifi-
cation of the entity that administers the OPEB plan, and identification of the
OPEB plan as a single-employer, agent, or cost-sharing OPEB plan

b. A brief description of contribution requirements, including (1) the basis for
determining the governmental nonemployer contributing entity’s contribu-
tions to the OPEB plan (for example, statute, contract, an actuarial basis, or
some other manner); (2) identification of the authority under which the
governmental nonemployer contributing entity’s contribution requirements
are established or may be amended; (3) legal or contractual maximum
contribution rates for the governmental nonemployer contributing entity, if
applicable; and (4) the amount of contributions recognized by the OPEB plan
from the governmental nonemployer contributing entity during the reporting
period, excluding amounts resulting from contributions recognized by the
OPEB plan as noncurrent receivables

c. The governmental nonemployer contributing entity’s proportionate share
(amount) of the collective net OPEB liability; its proportion (percentage) of
the collective net OPEB liability; the basis on which its proportion was
determined; and the change, if any, in its proportion since the prior meas-
urement date

d. The amount of expense recognized by the governmental nonemployer
contributing entity in the reporting period as a result of the special funding
situation, and its balances of deferred outflows of resources and deferred
inflows of resources as a result of the special funding situation.

Required supplementary information

137. For benefits provided through each defined benefit OPEB plan for which
the governmental nonemployer contributing entity recognizes a less-than-
substantial proportion of the collective net OPEB liability, the required supple-
mentary information indicated in subparagraphs (a) and (b) should be pre-
sented in a 10-year schedule. If a governmental nonemployer contributing
entity recognizes more than one such liability, the information for each year may
be presented in the aggregate for all such liabilities.

a. The governmental nonemployer contributing entity’s proportionate share
(amount) of the collective net OPEB liability

b. The amount of contributions recognized by the OPEB plan from the govern-
mental nonemployer contributing entity during the governmental nonem-
ployer contributing entity’s fiscal year.
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Circumstances in which a nonemployer entity’s legal obligation
for contributions directly to an OPEB plan does not meet the
definition of a special funding situation

Employers

138. In circumstances in which a nonemployer entity has a legal obligation to
make contributions directly to a defined benefit OPEB plan but that entity’s
involvement does not meet the criterion in either paragraph 18a or paragraph
18b, the employer should apply the requirements of paragraphs 24−98, as
applicable.

Governmental nonemployer contributing entities

139. Expense/expenditures for contributions to a defined benefit OPEB plan
should be classified in the same manner as the entity classifies similar grants to
other entities.

Payables to a Defined Benefit OPEB Plan—All Employers
and Governmental Nonemployer Contributing Entities

140. Payables to a defined benefit OPEB plan include short-term payables for
legally or contractually required contributions outstanding as of the end of the
reporting period, as well as long-term payables, such as those arising from
amounts assessed to an individual employer upon joining a multiple-employer
OPEB plan. In the reporting period in which any payable to the OPEB plan
arises, the full amount of the payable should be recognized as a contribution to
the OPEB plan. In financial statements prepared using the economic resources
measurement focus and accrual basis of accounting, a payable to a defined
benefit OPEB plan should be recognized separately from liabilities for a net
OPEB liability, if any.

141. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, a payable to a
defined benefit OPEB plan should be recognized to the extent it is normally
expected to be liquidated with expendable available financial resources. A
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payable to a defined benefit OPEB plan is normally expected to be liquidated
with expendable available financial resources to the extent that amounts are
due and payable pursuant to legal requirements, including contractual arrange-
ments.

Notes to financial statements

142. The amount of payables to a defined benefit OPEB plan outstanding at
the end of the reporting period, significant terms related to the payables, and a
description of what gave rise to the payable (for example, legally required
contributions to the OPEB plan, a contractual arrangement for contributions to
a cost-sharing OPEB plan related to past service cost upon entrance into the
arrangement, or a contractual arrangement for contributions to the OPEB plan
related to a change of benefit terms enacted by an individual cost-sharing
employer) should be included in notes to financial statements.

OPEB Provided through OPEB Plans That Are Not
Administered through Trusts That Meet the Criteria in
Paragraph 4

Liabilities to Employees for OPEB

143. The requirements of paragraphs 144−223, as applicable, should be ap-
plied separately to OPEB provided through separate defined benefit OPEB
plans, other than insured plans, that are not administered through trusts that
meet the criteria in paragraph 4. If a primary government and its component
units provide OPEB through the same OPEB plan, in the reporting entity’s
financial report, the requirements of paragraphs 162−171 of this Statement for
note disclosures and required supplementary information should be applied. In
that circumstance, in stand-alone financial statements, each government
should apply the requirements of paragraphs 172−192 to account for and report
its participation in the OPEB plan.

144. The measurement requirements of this Statement may be applied indi-
vidually for differently defined benefit payments, for example, for benefit pay-
ments to different classes or groups that are provided with OPEB through the
same OPEB plan. However, in this circumstance, the separate measures
should be recognized and reported in the aggregate.
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145. For purposes of applying paragraphs 146−223, benefit payments are
amounts paid for OPEB as the benefits come due, including those paid using
employer or nonemployer contributing entity assets held by others for purposes
of providing OPEB through an OPEB plan that is not administered through a
trust that meets the criteria in paragraph 4.

Employers

Recognition and measurement in financial statements prepared
using the economic resources measurement focus and accrual
basis of accounting—employers that do not have a special funding
situation

Total OPEB Liability22

146. A liability should be recognized for the total OPEB liability. The total OPEB
liability should be measured as the portion of the actuarial present value of
projected benefit payments that is attributed to past periods of employee
service in conformity with the requirements of paragraphs 147−156. However,
if the criterion in paragraph 224 is met, the total OPEB liability may be measured
in conformity with the requirements in paragraphs 225 and 226 for the alterna-
tive measurement method. The total OPEB liability should be measured as of a
date (measurement date) no earlier than the end of the employer’s prior fiscal
year and no later than the end of the employer’s current fiscal year, consistently
applied from period to period.

Timing and Frequency of Actuarial Valuations

147. The total OPEB liability should be determined by (a) an actuarial valuation
as of the measurement date or (b) the use of update procedures to roll forward
to the measurement date amounts from an actuarial valuation as of a date no
more than 30 months and 1 day earlier than the employer’s most recent fiscal
year-end. If update procedures are used and significant changes occur between
the actuarial valuation date and the measurement date, professional judgment
should be used to determine the extent of procedures needed to roll forward the
measurement from the actuarial valuation to the measurement date, and

22For purposes of applying paragraphs 146−156 in conformity with paragraph 172, paragraph
193, or paragraph 203, the term total OPEB liability applies to the collective total OPEB
liability.
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consideration should be given to whether a new actuarial valuation is needed.
For purposes of this determination, the effects of changes in the discount rate
(see paragraph 155) should be among the factors evaluated. For accounting
and financial reporting purposes, an actuarial valuation of the total OPEB
liability should be performed at least biennially. More frequent actuarial valua-
tions are encouraged.

Selection of Assumptions

148. Unless otherwise specified by this Statement, the selection of all assump-
tions used in determining the total OPEB liability and related measures should
be made in conformity with Actuarial Standards of Practice issued by the
Actuarial Standards Board. For this purpose, a deviation, as the term is used in
Actuarial Standards of Practice, from the guidance in an Actuarial Standard of
Practice should not be considered to be in conformity with the requirement in
this paragraph. The employer and, if any, governmental nonemployer contrib-
uting entities that make payments for OPEB as benefits come due should use
the same assumptions when measuring similar or related OPEB information.

Projection of Benefit Payments

149. Projected benefit payments should include all benefits to be provided to
current active and inactive employees through the OPEB plan in accordance
with the benefit terms and any additional legal agreements to provide benefits
that are in force at the measurement date. Usually, a written document is the
best evidence of the benefit terms. However, in some cases, the substantive
plan may differ from the written document. Accordingly, other information also
should be taken into consideration in determining the benefits to be provided,
including other communications between the employer and employees (active
and inactive) and an established pattern of practice with regard to the sharing
of benefit-related costs with inactive employees.

150. Projected benefit payments should include the effects of automatic post-
employment benefit changes, including automatic cost-of-living adjustments
(automatic COLAs). In addition, projected benefit payments should include the
effects of (a) projected ad hoc postemployment benefit changes, including ad
hoc cost-of-living adjustments (ad hoc COLAs), to the extent that they are
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considered to be substantively automatic;23 (b) projected salary changes (in
circumstances in which the OPEB formula incorporates future compensation
levels); and (c) projected service credits (both in determining an employee’s
probable eligibility for benefits and in the projection of benefit payments in
circumstances in which the OPEB formula incorporates years of service).
Administrative costs associated with providing OPEB should be excluded from
projected benefit payments.

151. Projected benefit payments also should include taxes or other assess-
ments expected to be imposed on benefit payments using the rates in effect at
the measurement date or, if different rates have been approved by the assess-
ing government to be applied in future periods, the rates approved by the
assessing government associated with the periods in which the assessments
on the benefit payments will be imposed.

152. Projected benefit payments should be based on claims costs, or age-
adjusted premiums approximating claims costs, in conformity with Actuarial
Standards of Practice issued by the Actuarial Standards Board. For this pur-
pose, a deviation, as the term is used in Actuarial Standards of Practice, from
the guidance in an Actuarial Standard of Practice should not be considered to
be in conformity with the requirement in this paragraph.

153. A legal or contractual cap on benefit payments for OPEB each period
should be considered in projecting benefit payments, if the cap is assumed to
be effective taking into consideration whether the cap has been enforced in the
past and other relevant factors and circumstances.

154. Benefit payments to be provided by means of an allocated insurance
contract should be excluded from projected benefit payments if (a) the contract
irrevocably transfers to the insurer the responsibility for providing the benefits,
(b) all required payments to acquire the contract have been made, and (c) the
likelihood is remote that the employer, nonemployer contributing entities, if any,

23Considerations that might be relevant to determining whether such changes are substantively
automatic include the historical pattern of granting the changes, the consistency in the amounts
of the changes or in the amounts of the changes relative to a defined cost-of-living or inflation
index, and whether there is evidence to conclude that changes might not continue to be granted
in the future despite what might otherwise be a pattern that would indicate such changes are
substantively automatic.
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or the entity administering the OPEB plan will be required to make additional
payments to satisfy the benefit payments covered by the contract. Insured
benefits also should be excluded from projected benefit payments.

Discount Rate

155. The discount rate should be a yield or index rate for 20-year, tax-exempt
general obligation municipal bonds with an average rating of AA/Aa or higher (or
equivalent quality on another rating scale).

Attribution of the Actuarial Present Value of Projected Benefit Payments
to Periods

156. The entry age actuarial cost method should be used to attribute the
actuarial present value of projected benefit payments of each employee to
periods in conformity with the following:

a. Attribution should be made on an individual employee-by-employee basis.
b. Each employee’s service costs should be level as a percentage of that

employee’s projected pay. For purposes of this calculation, if an employee
does not have projected pay, the projected inflation rate should be used in
place of the projected rate of change in salary.

c. The beginning of the attribution period should be the first period in which the
employee provides service under the benefit terms, notwithstanding vesting
or other similar terms.

d. The service costs of all OPEB should be attributed through all assumed ages
of exit from active service.

e. Each employee’s service costs should be determined based on the same
benefit terms reflected in that employee’s actuarial present value of pro-
jected benefit payments.
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OPEB Expense, Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB, and Support of Nonemployer Contributing
Entities

157. Changes in the total OPEB liability24 should be recognized in OPEB
expense in the current reporting period except as indicated below:25

a. If the alternative measurement method is not used to measure the total
OPEB liability, each of the following should be recognized in OPEB expense,
beginning in the current reporting period, using a systematic and rational
method over a closed period equal to the average of the expected remaining
service lives of all employees that are provided with OPEB through the
OPEB plan (active employees and inactive employees) determined as of the
beginning of the measurement period:
(1) Differences between expected and actual experience with regard to

economic or demographic factors (differences between expected and
actual experience) in the measurement of the total OPEB liability

(2) Changes of assumptions about future economic or demographic factors
or of other inputs (changes of assumptions or other inputs).

The portion of (1) and (2) not recognized in OPEB expense should be
reported as deferred outflows of resources or deferred inflows of resources
related to OPEB.

b. Amounts paid by the employer for OPEB as the benefits come due should
not be recognized in OPEB expense.26

c. Amounts paid by nonemployer contributing entities that are not in a special
funding situation for OPEB as the benefits come due should be recognized
as revenue.

24For purposes of applying paragraph 157 in conformity with paragraph 176, paragraph 195, or
paragraph 207, the term total OPEB liability applies to the collective total OPEB liability, the term
OPEB expense applies to collective OPEB expense, and the term deferred outflows of resources
and deferred inflows of resources related to OPEB applies to collective deferred outflows of
resources and deferred inflows of resources related to OPEB.
25The period for determining changes in the total OPEB liability is the measurement period
applied to the total OPEB liability that is recognized in the current reporting period.
26For purposes of applying paragraph 157b in conformity with paragraph 176, paragraph 195, or
paragraph 207, changes in the collective total OPEB liability arising from amounts paid by
nonemployer contributing entities that are in a special funding situation also should not be
included in collective OPEB expense.
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158. OPEB expense also should be recognized in the current reporting period
for costs incurred by the employer related to the administration of OPEB. The
measurement period for these costs should be the same as the measurement
period applied to changes in the total OPEB liability for purposes of paragraph
157.27

159. Deferred outflows of resources related to OPEB should be reported for
(a) amounts paid by the employer for OPEB as the benefits come due subse-
quent to the measurement date of the total OPEB liability and before the end of
the reporting period (excluding amounts associated with the employer from
nonemployer contributing entities that are not in a special funding situation) and
(b) amounts incurred by the employer for OPEB administrative expenses
subsequent to the measurement date of the total OPEB liability and before the
end of the reporting period.

Recognition and measurement in financial statements prepared
using the economic resources measurement focus and accrual
basis of accounting—employers that have a special funding
situation

160. An employer that has a special funding situation should apply the require-
ments of paragraphs 193−201.

Recognition in financial statements prepared using the current
financial resources measurement focus and modified accrual
basis of accounting—all employers

161. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, a total OPEB
liability (or, if an employer has a special funding situation, a proportionate share
of the collective total OPEB liability) should be recognized to the extent the
liability is normally expected to be liquidated with expendable available financial
resources. OPEB expenditures should be recognized equal to the total of
(a) amounts paid by the employer for OPEB as the benefits come due and
(b) the change between the beginning and ending balances of amounts nor-
mally expected to be liquidated with expendable available financial resources.
A total OPEB liability (or, if an employer has a special funding situation, a

27For purposes of applying paragraph 158 in conformity with paragraph 198, the term total
OPEB liability applies to the collective total OPEB liability.
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proportionate share of the collective total OPEB liability) is normally expected to
be liquidated with expendable available financial resources to the extent that
benefit payments have matured—that is, benefit payments are due and
payable.

Notes to financial statements—all employers

162. The total (aggregate for all OPEB, regardless of the type of OPEB plans
through which the OPEB is provided and whether the OPEB plans are admin-
istered through a trust that meets the criteria in paragraph 4 of this Statement)
of the employer’s OPEB liabilities, net OPEB assets,28 deferred outflows of
resources and deferred inflows of resources related to OPEB, and OPEB
expense/expenditures for the period associated with defined benefit OPEB
liabilities to employees, as applicable, should be disclosed if the total amounts
are not otherwise identifiable from information presented in the financial state-
ments.

163. The information identified in paragraphs 164−169 should be disclosed for
benefits provided through each OPEB plan in which the employer participates.
Disclosures related to more than one OPEB plan should be combined in a
manner that avoids unnecessary duplication.

164. In circumstances in which the employees of a primary government and its
component units are provided with OPEB through the same OPEB plan, the
note disclosures in the reporting entity’s financial statements should separately
identify amounts associated with the primary government (including its blended
component units) and those associated with its discretely presented component
units.

OPEB Plan Description

165. The following information should be disclosed about the OPEB plan
through which benefits are provided:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a single-employer or
multiple-employer defined benefit plan.

28The total of net OPEB assets should include only amounts in relation to OPEB that is provided
through OPEB plans that are administered through trusts that meet the criteria in paragraph 4 of
this Statement.
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b. A brief description of the benefit terms, including (1) the classes of employ-
ees covered; (2) the types of benefits; (3) the key elements of the OPEB
formulas; (4) the terms or policies, if any, with respect to automatic post-
employment benefit changes, including automatic COLAs, and ad hoc post-
employment benefit changes, including ad hoc COLAs, and the sharing of
benefit-related costs with inactive employees; and (5) the authority under
which benefit terms are established or may be amended. If the OPEB plan
is closed to new entrants, that fact should be disclosed.

c. The number of employees covered by the benefit terms, separately identi-
fying numbers of the following:
(1) Inactive employees currently receiving benefit payments
(2) Inactive employees entitled to but not yet receiving benefit payments
(3) Active employees.

d. The fact that there are no assets accumulated in a trust that meets the
criteria in paragraph 4. If OPEB is provided through an OPEB plan that is
administered through a trust and that trust does not meet the criteria in
paragraph 4, each criterion in paragraph 4 that the trust does not meet
should be disclosed.

e. Identification of the authority under which requirements for the employer and
nonemployer contributing entities, if any, to pay OPEB as the benefits come
due are established or may be amended. Also, the amount paid by the
employer for OPEB as the benefits came due during the reporting period, if
not otherwise disclosed.

Information about the Total OPEB Liability29

Assumptions and Other Inputs

166. Significant assumptions and other inputs used to measure the total OPEB
liability, including assumptions about inflation, healthcare cost trend rates,
salary changes, ad hoc postemployment benefit changes (including ad hoc
COLAs), and the sharing of benefit-related costs with inactive employees,
should be disclosed, as applicable. With regard to the sharing of benefit-related
costs, if projections are based on an established pattern of practice, that fact
should be disclosed. With regard to mortality assumptions, the source of the
assumptions (for example, the published tables on which the assumptions are

29For purposes of applying paragraphs 166−171 in conformity with paragraph 202, unless
otherwise indicated, the term total OPEB liability applies to the collective total OPEB liability for
OPEB provided through an OPEB plan in which there is a special funding situation. (See
paragraph 193.)
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based or that the assumptions are based on a study of the experience of the
covered group) should be disclosed. The dates of experience studies on which
significant assumptions are based also should be disclosed. For all significant
assumptions, if different rates are assumed for different periods, information
should be disclosed about what rates are applied to the different periods of the
measurement. With regard to the discount rate, the rate applied in the meas-
urement and the source of that rate should be disclosed. In addition, if the
alternative measurement method is used to measure the total OPEB liability,
the source of or basis for all significant assumptions selected in conformity with
paragraph 225 should be disclosed.

167. Measures of the total OPEB liability (or, if an employer has a special
funding situation, the employer’s proportionate share of the total OPEB liabil-
ity), calculated using each of the following rates, should be disclosed:

a. If applicable, a healthcare cost trend rate that is 1-percentage-point higher
than the assumed healthcare cost trend rate, and a healthcare cost trend
rate that is 1-percentage-point lower than the assumed healthcare cost trend
rate

b. A discount rate that is 1-percentage-point higher than that required by
paragraph 155, and a discount rate that is 1-percentage-point lower than that
required by paragraph 155.

Changes in the Total OPEB Liability

168. For the current reporting period, a schedule of changes in the total OPEB
liability should be presented. The schedule should separately include the
information indicated in subparagraphs (a)−(d) below. If the alternative meas-
urement method is used to measure the total OPEB liability, the information
indicated in subparagraphs (b)(4) and (b)(5) may be presented as a single
amount.

a. The beginning balance of the total OPEB liability
b. The effects during the period of the following items, if applicable, on the total

OPEB liability:
(1) Service cost
(2) Interest on the total OPEB liability
(3) Changes of benefit terms
(4) Differences between expected and actual experience in the measure-

ment of the total OPEB liability
(5) Changes of assumptions or other inputs
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(6) Benefit payments
(7) Other changes, separately identified if individually significant

c. The ending balance of the total OPEB liability
d. If the employer has a special funding situation:

(1) The nonemployer contributing entities’ total proportionate share of the
total OPEB liability

(2) The employer’s proportionate share of the total OPEB liability.

169. In addition to the information required by paragraph 168, the following
information should be disclosed, if applicable:

a. The measurement date of the total OPEB liability; the date of the actuarial
valuation or alternative measurement method calculation on which the total
OPEB liability is based; and, if applicable, the fact that update procedures
were used to roll forward the total OPEB liability to the measurement date. If
the alternative measurement method permitted by this Statement is used to
measure the total OPEB liability, the fact that this alternative method was
used in place of an actuarial valuation also should be disclosed.

b. If the employer has a special funding situation, the employer’s proportion
(percentage) of the total OPEB liability, the basis on which its proportion was
determined, and the change in its proportion since the prior measurement
date.

c. A brief description of changes of assumptions or other inputs that affected
measurement of the total OPEB liability since the prior measurement date.

d. A brief description of changes of benefit terms that affected measurement of
the total OPEB liability since the prior measurement date.

e. The amount of benefit payments in the measurement period attributable to
the purchase of allocated insurance contracts, a brief description of the
benefits for which allocated insurance contracts were purchased in the
measurement period, and the fact that the obligation for the payment of
benefits covered by allocated insurance contracts has been transferred from
the employer to one or more insurance companies.

f. A brief description of the nature of changes between the measurement date
of the total OPEB liability and the employer’s reporting date that are ex-
pected to have a significant effect on the total OPEB liability (or, if an
employer has a special funding situation, on the employer’s proportionate
share of the total OPEB liability) and the amount of the expected resultant
change in the total OPEB liability (or, if an employer has a special funding
situation, on the employer’s proportionate share of the total OPEB liability),
if known.
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g. The amount of OPEB expense recognized by the employer in the reporting
period.

h. The employer’s balances of deferred outflows of resources and deferred
inflows of resources related to OPEB, classified as follows, if applicable:
(1) Differences between expected and actual experience in the measure-

ment of the total OPEB liability
(2) Changes of assumptions or other inputs
(3) If the employer has a special funding situation, changes in the employ-

er’s proportion (paragraph 196) and differences between (a) the
amounts paid by the employer for OPEB as the benefits came due and
(b) the employer’s proportionate share of the total of certain amounts
paid by the employer and nonemployer contributing entities for OPEB
as the benefits came due (paragraph 197)

(4) Amounts associated with transactions subsequent to the measurement
date of the total OPEB liability.

i. A schedule presenting the following:
(1) For each of the subsequent five years, and in the aggregate thereafter,

the net amount of the employer’s balances of deferred outflows of
resources and deferred inflows of resources in subparagraph (h) that will
be recognized in the employer’s OPEB expense

(2) If the employer does not have a special funding situation, the amount of
the employer’s balance of deferred outflows of resources in subpara-
graph (h) that will be recognized as a reduction of the total OPEB liability

(3) If the employer has a special funding situation, the amount of the
employer’s balance of deferred outflows of resources in subparagraph
(h) that will be included as a reduction of the total OPEB liability.

j. The amount of revenue recognized for the support provided by nonemployer
contributing entities (see paragraph 157c or paragraphs 200 and 201), if any.

Required supplementary information—all employers

170. The required supplementary information identified in subparagraphs (a)
and (b), as applicable, should be presented separately for each OPEB plan
through which OPEB is provided. The information should be determined as of
the measurement date of the total OPEB liability and may be presented in a
single schedule. If a primary government and one or more of its component
units provide OPEB through the same OPEB plan, required supplementary
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information in the reporting entity’s financial statements should present infor-
mation for all benefits provided by the reporting entity through the OPEB plan.

a. A 10-year schedule of changes in the total OPEB liability that separately
presents the information required by paragraph 168 for each year

b. A 10-year schedule presenting the following for each year:
(1) If the employer does not have a special funding situation:

(a) The total OPEB liability
(b) The covered-employee payroll
(c) The total OPEB liability as a percentage of covered-employee

payroll
(2) If the employer has a special funding situation:

(a) The total OPEB liability
(b) The nonemployer contributing entities’ total proportionate share

(amount) of the total OPEB liability
(c) The employer’s proportionate share (amount) of the total OPEB

liability
(d) The covered-employee payroll
(e) The employer’s proportionate share (amount) of the total OPEB

liability as a percentage of covered-employee payroll.

Notes to Required Schedules

171. The fact that no assets are accumulated in a trust that meets the criteria
in paragraph 4 of this Statement to pay related benefits should be presented as
a note to the schedule required by paragraph 170b. In addition, for each of the
schedules required by paragraph 170, information should be presented about
factors that significantly affect trends in the amounts reported—for example,
changes of benefit terms, changes in the size or composition of the population
covered by the benefit terms, or the use of different assumptions. (The amounts
presented for prior years should not be restated for the effects of changes—for
example, changes of benefit terms or changes of assumptions—that occurred
subsequent to the measurement date of that information.)
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Accounting and financial reporting for OPEB in stand-alone
financial statements of primary governments and component units
that provide OPEB through the same defined benefit OPEB plan

Recognition and Measurement in Financial Statements Prepared
Using the Economic Resources Measurement Focus and Accrual
Basis of Accounting

Proportionate Share of the Collective Total OPEB Liability

172. A liability should be recognized for the government’s (primary govern-
ment’s or component unit’s) proportionate share of the collective total OPEB
liability, measured as of a date (measurement date) no earlier than the end of
the government’s prior fiscal year and no later than the end of the govern-
ment’s current fiscal year, consistently applied from period to period. The
government’s proportionate share of the collective total OPEB liability should
be measured by:

a. Determining the government’s proportion—a measure of the proportionate
relationship of (1) the government (and, to the extent associated with the
government, nonemployer contributing entities, if any, that provide support
for the government but that are not in a special funding situation) to (2) all
entities that make benefit payments. The basis for the government’s pro-
portion should be consistent with the manner in which the amounts that are
paid as benefits come due are determined. The use of the government’s
projected payments as benefits come due over the long term as compared
to the total projected payments of all entities that make benefit payments as
benefits come due over the long term to determine the government’s
proportion is encouraged.

b. Multiplying the collective total OPEB liability (determined in conformity with
paragraphs 146−156) by the government’s proportion calculated in (a).

173. To the extent that there are different financing responsibilities for differ-
ently defined benefit payments (for example, payments to different classes or
groups of employees), the determination of the government’s proportionate
share of the collective total OPEB liability should be made in a manner that
reflects those separate relationships.
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174. The government’s proportion should be established as of the measure-
ment date unless its proportion is actuarially determined, in which case, a
proportion established at the measurement date of the actuarial valuation used
to determine the collective total OPEB liability may be used.

OPEB Expense and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB

175. OPEB expense and deferred outflows of resources and deferred inflows
of resources related to OPEB should be recognized for the items in paragraphs
176−181, as applicable. The effects of items in paragraphs 178 and 179 may be
recognized on a net basis.

Proportionate Share

176. OPEB expense, as well as deferred outflows of resources and deferred
inflows of resources related to OPEB, should be recognized for the govern-
ment’s proportionate shares of collective OPEB expense and collective de-
ferred outflows of resources and deferred inflows of resources related to OPEB.
Collective OPEB expense and collective deferred outflows of resources and
deferred inflows of resources related to OPEB should be determined in confor-
mity with paragraph 157, excluding subparagraph (c). The government’s pro-
portionate share should be determined using the government’s proportion of
the collective total OPEB liability.

177. If the government has a special funding situation, OPEB expense should
be recognized for the portion of the nonemployer contributing entities’ total
proportionate share of collective OPEB expense (measured in conformity with
paragraph 207)30 that is associated with the government.

Change in Proportion

178. If there is a change in the government’s proportion of the collective total
OPEB liability since the prior measurement date, the net effect of that change
on the government’s proportionate shares of the collective total OPEB liability
and collective deferred outflows and deferred inflows of resources related to

30The requirements of paragraph 207 address measurement by governmental nonemployer
contributing entities. For purposes of paragraph 177, the requirements of paragraph 207 also
apply to the determination of expense attributed to a nongovernmental nonemployer contributing
entity in a special funding situation.
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OPEB, determined as of the beginning of the measurement period, should be
recognized in the government’s OPEB expense, beginning in the current
reporting period, using a systematic and rational method over a closed period.
For this purpose, the length of the expense recognition period should be equal
to the average of the expected remaining service lives of all employees that are
provided with OPEB through the OPEB plan (active employees and inactive
employees) determined as of the beginning of the measurement period. The
amount not recognized in the government’s OPEB expense should be reported
as a deferred outflow of resources or deferred inflow of resources related to
OPEB.

Amounts for OPEB during the Measurement Period

179. For amounts that are paid for OPEB as the benefits come due, the
difference during the measurement period between (a) the total amount of such
payments from the government (and amounts associated with the government
from nonemployer contributing entities that are not in a special funding situa-
tion) and (b) the amount of the government’s proportionate share of the total of
such payments from all entities that make benefit payments should be recog-
nized in the government’s OPEB expense, beginning in the current reporting
period, using a systematic and rational method over a closed period. For this
purpose, the length of the expense recognition period should be equal to the
average of the expected remaining service lives of all employees that are
provided with OPEB through the OPEB plan (active employees and inactive
employees) determined as of the beginning of the measurement period. The
amount not recognized in the government’s OPEB expense should be reported
as a deferred outflow of resources or deferred inflow of resources related to
OPEB.

180. OPEB expense also should be recognized in the current reporting period
for (a) costs incurred by the government related to the administration of OPEB
and (b) the total of nonemployer contributing entities’ expenses for costs
incurred related to the administration of OPEB (measured in conformity with
paragraph 210)31 that are associated with the government. The measurement

31The requirements of paragraph 210 address measurement by governmental nonemployer
contributing entities. For purposes of paragraph 180, the requirements of paragraph 210 also
apply to the determination of expense attributed to a nongovernmental nonemployer contributing
entity in a special funding situation.
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period for these costs should be the same as the measurement period applied
to changes in the collective total OPEB liability for purposes of determining
collective OPEB expense in conformity with paragraph 176.

Amounts for OPEB Subsequent to the Measurement Date

181. Deferred outflows of resources related to OPEB should be reported for
(a) amounts paid by the government for OPEB as the benefits come due
subsequent to the measurement date of the collective total OPEB liability and
before the end of the government’s reporting period (excluding amounts asso-
ciated with the government from nonemployer contributing entities that are not
in a special funding situation) and (b) amounts incurred by the government for
OPEB administrative expenses subsequent to the measurement date of the
collective total OPEB liability and before the end of the government’s reporting
period.

Support of Nonemployer Contributing Entities in a Special Funding
Situation

182. Revenue should be recognized by the government in an amount equal to
the total of the following:32

a. The portion of the nonemployer contributing entities’ total proportionate
share of collective OPEB expense (measured in conformity with paragraph
207) that is associated with the government.

b. The portion of the total of nonemployer contributing entities’ expenses
measured in conformity with paragraph 210 that is associated with the
government.

32The requirements of paragraphs 207 and 210 address measurement by governmental non-
employer contributing entities. For purposes of paragraph 182, the requirements of paragraphs
207 and 210 also apply to the determination of expense attributed to a nongovernmental
nonemployer contributing entity in a special funding situation.
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Support of Nonemployer Contributing Entities Not in a Special Funding
Situation

183. For benefit payments made as OPEB comes due by nonemployer con-
tributing entities that are not in a special funding situation, revenue should be
recognized in an amount equal to the portion of the change in the collective
total OPEB liability arising from those payments that is associated with the
government during the measurement period.

Recognition in financial statements prepared using the current
financial resources measurement focus and modified accrual
basis of accounting

184. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, the govern-
ment’s proportionate share of the collective total OPEB liability should be
recognized to the extent the liability is normally expected to be liquidated with
expendable available financial resources. OPEB expenditures should be rec-
ognized equal to the total of (a) amounts paid by the government for OPEB as
the benefits come due and (b) the change between the beginning and ending
balances of amounts normally expected to be liquidated with expendable
available financial resources. A total OPEB liability is normally expected to be
liquidated with expendable available financial resources to the extent that
benefit payments have matured—that is, benefit payments are due and pay-
able.

Notes to financial statements

185. The total (aggregate for all OPEB, regardless of the type of OPEB plans
through which the OPEB is provided and whether the OPEB plans are admin-
istered through trusts that meet the criteria in paragraph 4 of this Statement) of
the government’s OPEB liabilities, net OPEB assets,33 deferred outflows of
resources and deferred inflows of resources related to OPEB, and OPEB

33The total of net OPEB assets should include only amounts in relation to OPEB that are
provided through OPEB plans that are administered through trusts that meet the criteria in
paragraph 4 of this Statement.
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expense/expenditures for the period associated with defined benefit OPEB
liabilities to employees, as applicable, should be disclosed if the total amounts
are not otherwise identifiable from information presented in the financial state-
ments.

186. The information in paragraphs 187−189 should be disclosed for benefits
provided through each defined benefit OPEB plan in which the government
participates. Disclosures related to more than one OPEB plan should be
combined in a manner that avoids unnecessary duplication.

OPEB Plan Description

187. The following information should be disclosed about the OPEB plan
through which benefits are provided:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a single-employer or
multiple-employer defined benefit OPEB plan.

b. A brief description of the benefit terms, including (1) the classes of employ-
ees covered; (2) the types of benefits; (3) the key elements of the OPEB
formulas; (4) the terms or policies, if any, with respect to automatic post-
employment benefit changes, including automatic COLAs, ad hoc post-
employment benefit changes, including ad hoc COLAs, and the sharing of
benefit-related costs with inactive employees; and (5) the authority under
which benefit terms are established or may be amended. If the OPEB plan
is closed to new entrants, that fact should be disclosed.

c. The fact that there are no assets accumulated in a trust that meets the
criteria in paragraph 4. If OPEB is provided through an OPEB plan that is
administered through a trust and that trust does not meet the criteria in
paragraph 4, each criterion in paragraph 4 that the trust does not meet
should be disclosed.

d. Identification of the authority under which requirements for the government
and nonemployer contributing entities to pay OPEB as the benefits come
due are established or may be amended. Also, the amount paid by the
governmental nonemployer contributing entity for OPEB as the benefits
came due during the reporting period, if not otherwise disclosed.
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Additional Information

188. Significant assumptions and other inputs used to measure the collective
total OPEB liability, including assumptions about inflation, healthcare cost trend
rates, salary changes, ad hoc postemployment benefit changes (including ad
hoc COLAs), and the sharing of benefit-related costs with inactive employees,
should be disclosed, as applicable. With regard to the sharing of benefit-related
costs, if projections are based on an established pattern of practice, that fact
should be disclosed. With regard to mortality assumptions, the source of the
assumptions (for example, the published tables on which the assumption is
based or that the assumptions are based on a study of the experience of the
covered group) should be disclosed. The dates of experience studies on which
significant assumptions are based also should be disclosed. For all significant
assumptions, if different rates are assumed for different periods, information
should be disclosed about what rates are applied to the different periods of the
measurement. With regard to the discount rate, the rate applied in the meas-
urement and the source of that rate should be disclosed. In addition, if the
alternative measurement method is used to measure the collective total OPEB
liability, the source of or basis for all significant assumptions selected in con-
formity with paragraph 225 should be disclosed.

189. Measures of the government’s proportionate share of the collective total
OPEB liability calculated using each of the following rates should be disclosed:

a. If applicable, a healthcare cost trend rate that is 1-percentage-point higher
than the assumed healthcare cost trend rate and a healthcare cost trend rate
that is 1-percentage-point lower than the assumed healthcare cost trend rate

b. A discount rate that is 1-percentage-point higher than that required by
paragraph 155, and a discount rate that is 1-percentage-point lower than that
required by paragraph 155.

190. The following additional information should be disclosed, if applicable:

a. The government’s proportionate share (amount) of the collective total OPEB
liability, and, if the government has a special funding situation, (1) the portion
of the nonemployer contributing entities’ total proportionate share (amount)
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of the collective total OPEB liability34 that is associated with the government
and (2) the total of the government’s proportionate share (amount) of the
collective total OPEB liability and the portion of the nonemployer contribut-
ing entities’ total proportionate share of the collective total OPEB liability that
is associated with the government.

b. The government’s proportion (percentage) of the collective total OPEB
liability, the basis on which its proportion was determined, and the change in
its proportion since the prior measurement date.

c. The measurement date of the collective total OPEB liability; the date of the
actuarial valuation or alternative measurement method calculation on which
the collective total OPEB liability is based; and, if applicable, the fact that
update procedures were used to roll forward the collective total OPEB liability
to the measurement date. If the alternative measurement method permitted
by this Statement is used to measure the collective total OPEB liability, the
fact that this alternative method was used in place of an actuarial valuation
also should be disclosed.

d. A brief description of changes of assumptions or other inputs that affected
measurement of the collective total OPEB liability since the prior measure-
ment date.

e. A brief description of changes of benefit terms that affected measurement of
the collective total OPEB liability since the prior measurement date.

f. A brief description of the nature of changes between the measurement date
of the collective total OPEB liability and the government’s reporting date that
are expected to have a significant effect on the government’s proportionate
share of the collective total OPEB liability, and the amount of the expected
resultant change in the government’s proportionate share of the collective
total OPEB liability, if known.

g. The amount of expense recognized by the government in the reporting
period.

h. The government’s balances of deferred outflows of resources and deferred
inflows of resources related to OPEB, classified as follows, if applicable:
(1) Differences between expected and actual experience in the measure-

ment of the collective total OPEB liability
(2) Changes of assumptions or other inputs
(3) Changes in the government’s proportion (paragraph 178) and differ-

34The requirements of paragraphs 203−205 address measurement by governmental nonem-
ployer contributing entities. For purposes of paragraph 190, the requirements of those para-
graphs also apply to the determination of the proportionate share of the collective total OPEB
liability attributed to a nongovernmental nonemployer contributing entity in a special funding
situation.
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ences between (a) the amounts paid by the government for OPEB as
the benefits came due and (b) the government’s proportionate share of
the total of certain payments by all entities that make benefit payments
(paragraph 179)

(4) Amounts associated with transactions subsequent to the measurement
date of the collective total OPEB liability.

i. A schedule presenting the following:
(1) For each of the subsequent five years, and in the aggregate thereafter,

the net amount of the government’s balances of deferred outflows of
resources and deferred inflows of resources in subparagraph (h) that will
be recognized in the government’s expense

(2) The amount of the government’s balance of deferred outflows of re-
sources in subparagraph (h) that will be included as a reduction of the
collective total OPEB liability.

j. The amount of revenue recognized for the support provided by nonemployer
contributing entities (see paragraphs 182 and 183), if any.

Required supplementary information

191. A 10-year schedule with the information identified in subparagraphs (a)
and (b), as applicable, should be presented in required supplementary informa-
tion. Information should be presented separately for each defined benefit OPEB
plan in which the government participates. The information should be deter-
mined as of the measurement date of the collective total OPEB liability.

a. If the government does not have a special funding situation:
(1) The government’s proportion (percentage) of the collective total OPEB

liability
(2) The government’s proportionate share (amount) of the collective total

OPEB liability
(3) The government’s covered-employee payroll
(4) The government’s proportionate share (amount) of the collective total

OPEB liability as a percentage of the government’s covered-employee
payroll

b. If the government has a special funding situation:
(1) The government’s proportion (percentage) of the collective total OPEB

liability
(2) The government’s proportionate share (amount) of the collective total

OPEB liability
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(3) The portion of the nonemployer contributing entities’ total proportionate
share (amount) of the collective total OPEB liability35 that is associated
with the government

(4) The total of (2) and (3)
(5) The government’s covered-employee payroll
(6) The government’s proportionate share (amount) of the collective total

OPEB liability as a percentage of the government’s covered-employee
payroll.

Notes to the Required Schedule

192. The following information should be presented as notes to the schedule
required by paragraph 191a or paragraph 191b:

a. The fact that there are no assets accumulated in a trust that meets the
criteria in paragraph 4 to pay related benefits.

b. Information about factors that significantly affect trends in the amounts
reported—for example, changes of benefit terms, changes in the size or
composition of the population covered by the benefit terms, or the use of
different assumptions. (The amounts presented for prior years should not be
restated for the effects of changes—for example, changes of benefit terms or
changes of assumptions—that occurred subsequent to the measurement
date of that information.)

35The requirements of paragraphs 203−205 address measurement by governmental nonem-
ployer contributing entities. For purposes of paragraph 191, the requirements of those para-
graphs also apply to the determination of the proportionate share of the collective total OPEB
liability attributed to a nongovernmental nonemployer contributing entity in a special funding
situation.
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Special funding situations36

Employers

Recognition and Measurement in Financial Statements Prepared Using
the Economic Resources Measurement Focus and Accrual Basis of
Accounting

Proportionate Share of the Collective Total OPEB Liability

193. A liability should be recognized for the employer’s proportionate share of
the collective total OPEB liability. The employer’s proportionate share of the
collective total OPEB liability should be measured as the collective total OPEB
liability (determined in conformity with paragraphs 146−156), net of the non-
employer contributing entities’ total proportionate share of the collective total
OPEB liability (determined in conformity with paragraphs 203−205).37

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to OPEB

194. OPEB expense and deferred outflows of resources and deferred inflows
of resources related to OPEB should be recognized for the items in paragraphs
195−199, as applicable. The effects of items in paragraphs 196 and 197 may be
recognized on a net basis.

Proportionate share

195. OPEB expense should be recognized in an amount equal to collective
OPEB expense. Deferred outflows of resources and deferred inflows of re-
sources related to OPEB should be recognized for the employer’s proportion-
ate shares of collective deferred outflows of resources and deferred inflows of
resources related to OPEB. Collective OPEB expense and collective deferred
outflows of resources and deferred inflows of resources related to OPEB should

36Employers that are required to apply paragraphs 172−192 should not apply para-
graphs 193−202.
37The requirements of paragraphs 203−205 address measurement by governmental nonem-
ployer contributing entities. For purposes of paragraph 193, the requirements of those para-
graphs also apply to the determination of the proportionate share of the collective total OPEB
liability attributed to a nongovernmental nonemployer contributing entity in a special funding
situation.
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be determined in conformity with paragraph 157, excluding subparagraph (c).
The employer’s proportionate shares should be determined using the employ-
er’s proportion of the collective total OPEB liability—the ratio of (a) the em-
ployer’s proportionate share of the collective total OPEB liability (paragraph
193) to (b) the collective total OPEB liability (paragraphs 146−156).

Change in proportion

196. If there is a change in the employer’s proportion of the collective total
OPEB liability since the prior measurement date, the net effect of that change
on the employer’s proportionate shares of the collective total OPEB liability and
collective deferred outflows of resources and deferred inflows of resources
related to OPEB, determined as of the beginning of the measurement period,
should be recognized in the employer’s OPEB expense, beginning in the
current reporting period, using a systematic and rational method over a closed
period. For this purpose, the length of the expense recognition period should be
equal to the average of the expected remaining service lives of all employees
that are provided with OPEB through the OPEB plan (active employees and
inactive employees) determined as of the beginning of the measurement
period. The amount not recognized in the employer’s OPEB expense should be
reported as a deferred outflow of resources or deferred inflow of resources
related to OPEB.

Amounts for OPEB during the measurement period

197. For amounts that are paid for OPEB as the benefits come due, the
difference during the measurement period between (a) the total amount of such
payments from the employer (and amounts associated with the employer from
nonemployer contributing entities that are not in a special funding situation) and
(b) the amount of the employer’s proportionate share of the total of such
payments from the employer and all nonemployer contributing entities should
be recognized in the employer’s OPEB expense beginning in the current
reporting period, using a systematic and rational method over a closed period.
For this purpose, the length of the expense recognition period should be equal
to the average of the expected remaining service lives of all employees that are
provided with OPEB through the OPEB plan (active employees and inactive
employees) determined as of the beginning of the measurement period. The
amount not recognized in the employer’s OPEB expense should be reported as
a deferred outflow of resources or deferred inflow of resources related to OPEB.
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198. OPEB expense also should be recognized in the current reporting period
for costs related to the administration of OPEB, including costs incurred by the
employer (determined in conformity with paragraph 158), and costs, if any,
incurred by nonemployer contributing entities (determined in conformity with
paragraph 210).38

Amounts for OPEB subsequent to the measurement date

199. Deferred outflows of resources related to OPEB should be reported for
(a) amounts paid by the employer for OPEB as the benefits come due subse-
quent to the measurement date of the collective total OPEB liability and before
the end of the employer’s reporting period (excluding amounts associated with
the employer from nonemployer contributing entities) and (b) amounts incurred
by the employer for OPEB administrative expenses subsequent to the meas-
urement date of the collective total OPEB liability and before the end of the
employer’s reporting period.

Support of Nonemployer Contributing Entities in a Special Funding
Situation

200. Revenue should be recognized in an amount equal to the total of (a) the
nonemployer contributing entities’ total proportionate share of collective OPEB
expense (measured in conformity with paragraph 207) and (b) the total of
nonemployer contributing entities’ expense measured in conformity with para-
graph 210.39

38The requirements of paragraph 210 address measurement by governmental nonemployer
contributing entities. For purposes of paragraph 198, the requirements of paragraph 210 also
apply to the determination of expense attributed to a nongovernmental nonemployer contributing
entity in a special funding situation.
39The requirements of paragraphs 207 and 210 address measurement by governmental non-
employer contributing entities. For purposes of paragraph 200, the requirements of paragraphs
207 and 210 also apply to the determination of expense attributed to a nongovernmental
nonemployer contributing entity in a special funding situation.

Defined Benefit—Does Not Meet Paragraph 4
Special Funding Situations

88



Support of Nonemployer Contributing Entities Not in a Special Funding
Situation

201. If an employer that has a special funding situation also receives support
from nonemployer contributing entities that are not in a special funding situa-
tion, revenue should be recognized in an amount equal to the amount of benefit
payments made during the measurement period by nonemployer contributing
entities not in a special funding situation.

Additional Requirements

202. The requirements in paragraphs 161−171 for recognition in financial
statements prepared using the current financial resources measurement focus
and modified accrual basis of accounting, notes to financial statements, and
required supplementary information should be applied.

Governmental nonemployer contributing entities

Recognition and Measurement in Financial Statements Prepared Using
the Economic Resources Measurement Focus and Accrual Basis of
Accounting

Proportionate Share of the Collective Total OPEB Liability

203. A liability should be recognized for the governmental nonemployer con-
tributing entity’s proportionate share of the collective total OPEB liability, meas-
ured as of a date (measurement date) no earlier than the end of the govern-
mental nonemployer contributing entity’s prior fiscal year and no later than the
end of the governmental nonemployer contributing entity’s current fiscal year,
consistently applied from period to period. The governmental nonemployer
contributing entity’s proportionate share of the collective total OPEB liability
should be measured by:

a. Determining the governmental nonemployer contributing entity’s
proportion—a measure of the proportionate relationship of (1) the govern-
mental nonemployer contributing entity to (2) the employer and all nonem-
ployer contributing entities. The basis for the governmental nonemployer
contributing entity’s proportion should be consistent with the manner in
which the amounts that are paid as benefits come due are determined. The
use of the governmental nonemployer contributing entity’s projected pay-
ments as benefits come due over the long term as compared to the total
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projected payments of the employer and all nonemployer contributing enti-
ties as benefits come due over the long term to determine the governmental
nonemployer contributing entity’s proportion is encouraged.

b. Multiplying the portion of the collective total OPEB liability (determined in
conformity with paragraphs 146−156) by the governmental nonemployer
contributing entity’s proportion calculated in (a).

204. To the extent that the employer and the governmental nonemployer
contributing entity have different financing responsibilities for differently defined
benefit payments (for example, payments to different classes or groups of
employees), the determination of the governmental nonemployer contributing
entity’s proportionate share of the collective total OPEB liability should be made
in a manner that reflects those separate relationships.

205. The governmental nonemployer contributing entity’s proportion should be
established as of the measurement date, unless its proportion is actuarially
determined, in which case a proportion established at the date of the actuarial
valuation used to determine the collective total OPEB liability may be used.

Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources

206. Expense and deferred outflows of resources and deferred inflows of
resources should be recognized for the items in paragraphs 207−211, as
applicable. The effects of items in paragraphs 208 and 209 may be recognized
on a net basis. A governmental nonemployer contributing entity should classify
its expense as a result of a special funding situation in the same manner as it
classifies similar grants to other entities.

Proportionate share

207. Expense, as well as deferred outflows of resources and deferred inflows
of resources, should be recognized for the governmental nonemployer contrib-
uting entity’s proportionate shares of collective OPEB expense and collective
deferred outflows of resources and deferred inflows of resources related to
OPEB. Collective OPEB expense and collective deferred outflows of resources
and deferred inflows of resources related to OPEB should be determined in
conformity with paragraph 157, excluding subparagraph (c). The governmental
nonemployer contributing entity’s proportionate shares should be determined
using the governmental nonemployer contributing entity’s proportion of the
collective total OPEB liability.
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Change in proportion

208. If there is a change in the governmental nonemployer contributing entity’s
proportion of the collective total OPEB liability since the prior measurement
date, the net effect of that change on the governmental nonemployer contrib-
uting entity’s proportionate shares of the collective total OPEB liability and
collective deferred outflows of resources and deferred inflows of resources
related to OPEB, determined as of the beginning of the measurement period,
should be recognized in the governmental nonemployer contributing entity’s
expense, beginning in the current reporting period, using a systematic and
rational method over a closed period. For this purpose, the length of the
expense recognition period should be equal to the average of the expected
remaining service lives of all employees that are provided with OPEB through
the OPEB plan (active employees and inactive employees) determined as of
the beginning of the measurement period. The amount not recognized in the
governmental nonemployer contributing entity’s expense should be reported as
a deferred outflow of resources or deferred inflow of resources.

Amounts for OPEB during the measurement period

209. For amounts that are paid for OPEB as the benefits come due, the
difference during the measurement period between (a) the total amount of such
payments from the governmental nonemployer contributing entity and (b) the
amount of the entity’s proportionate share of the total of such payments from
the employer and all nonemployer contributing entities should be recognized in
the governmental nonemployer contributing entity’s expense, beginning in the
current reporting period, using a systematic and rational method over a closed
period. For this purpose, the length of the expense recognition period should be
equal to the average of the expected remaining service lives of all employees
that are provided with OPEB through the OPEB plan (active employees and
inactive employees) determined as of the beginning of the measurement
period. The amount not recognized in the governmental nonemployer contrib-
uting entity’s expense should be reported as a deferred outflow of resources or
deferred inflow of resources.

210. Expense also should be recognized in the current reporting period for
costs incurred by the governmental nonemployer contributing entity related to
the administration of OPEB. The measurement period for these costs should be
the same as the measurement period applied to changes in the collective total
OPEB liability for purposes of determining collective OPEB expense in confor-
mity with paragraph 207.
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Amounts for OPEB subsequent to the measurement date

211. Deferred outflows of resources should be reported for (a) amounts paid by
the governmental nonemployer contributing entity for OPEB as the benefits
come due subsequent to the measurement date of the collective total OPEB
liability and before the end of the governmental nonemployer contributing
entity’s reporting period and (b) amounts incurred by the governmental non-
employer contributing entity for OPEB administrative expenses subsequent to
the measurement date of the collective total OPEB liability and before the end
of the governmental nonemployer contributing entity’s reporting period.

Recognition in Financial Statements Prepared Using the Current Financial
Resources Measurement Focus and Modified Accrual Basis of Accounting

212. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, a governmental
nonemployer contributing entity’s proportionate share of the collective total
OPEB liability should be recognized to the extent the liability is normally
expected to be liquidated with expendable available financial resources. Ex-
penditures should be recognized equal to the total of (a) amounts paid by the
governmental nonemployer contributing entity for OPEB as the benefits come
due and (b) the change between the beginning and ending balances of amounts
normally expected to be liquidated with expendable available financial re-
sources. A total OPEB liability is normally expected to be liquidated with
expendable available financial resources to the extent that benefit payments
have matured—that is, benefit payments are due and payable. Expenditures
should be classified in the same manner as the governmental nonemployer
contributing entity classifies similar grants to other entities.

Notes to Financial Statements and Required Supplementary Information

Governmental Nonemployer Contributing Entities That Recognize a
Substantial Proportion of the Collective Total OPEB Liability

213. The information identified in paragraphs 214−217 should be disclosed,
and information required in paragraphs 218 and 219 should be presented as
required supplementary information, for benefits provided through each defined
benefit OPEB plan for which the governmental nonemployer contributing entity
recognizes a substantial proportion of the collective total OPEB liability. Disclo-
sures related to more than one OPEB plan should be combined in a manner
that avoids unnecessary duplication.
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Notes to financial statements

OPEB plan description

214. The following information should be disclosed about the OPEB plan
through which benefits are provided:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a single-employer or
multiple-employer defined benefit OPEB plan.

b. A brief description of the benefit terms, including (1) the classes of employ-
ees covered; (2) the types of benefits; (3) the key elements of the OPEB
formulas; (4) the terms or policies, if any, with respect to automatic post-
employment benefit changes, including automatic COLAs, ad hoc post-
employment benefit changes, including ad hoc COLAs, and the sharing of
benefit-related costs with inactive employees; and (5) the authority under
which benefit terms are established or may be amended. If the OPEB plan
is closed to new entrants, that fact should be disclosed.

c. The fact that there are no assets accumulated in a trust that meets the
criteria in paragraph 4. If OPEB is provided through an OPEB plan that is
administered through a trust and that trust does not meet the criteria in
paragraph 4, each criterion in paragraph 4 that the trust does not meet
should be disclosed.

d. Identification of the authority under which requirements for the employer and
nonemployer contributing entities to pay OPEB as the benefits come due are
established or may be amended. Also, the amount paid by the governmental
nonemployer contributing entity for OPEB as the benefits came due during
the reporting period, if not otherwise disclosed.

Additional information

215. Significant assumptions and other inputs used to measure the collective
total OPEB liability, including assumptions about inflation, healthcare cost trend
rates, salary changes, ad hoc postemployment benefit changes (including ad
hoc COLAs), and the sharing of benefit-related costs with inactive employees,
should be disclosed, as applicable. With regard to the sharing of benefit-related
costs, if projections are based on an established pattern of practice, that fact
should be disclosed. With regard to mortality assumptions, the source of the
assumptions (for example, the published tables on which the assumption is
based or that the assumptions are based on a study of the experience of the
covered group) should be disclosed. The dates of experience studies on which
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significant assumptions are based also should be disclosed. For all significant
assumptions, if different rates are assumed for different periods, information
should be disclosed about what rates are applied to the different periods of the
measurement. With regard to the discount rate, the rate applied in the meas-
urement and the source of that rate should be disclosed. In addition, if the
alternative measurement method is used to measure the collective total OPEB
liability, the source of or basis for all significant assumptions selected in con-
formity with paragraph 225 should be disclosed.

216. Measures of the governmental nonemployer contributing entity’s propor-
tionate share of the collective total OPEB liability calculated using each of the
following rates:

a. If applicable, a healthcare cost trend rate that is 1-percentage-point higher
than the assumed healthcare cost trend rate and a healthcare cost trend rate
that is 1-percentage-point lower than the assumed healthcare cost trend rate

b. A discount rate that is 1-percentage-point higher than that required by
paragraph 155, and a discount rate that is 1-percentage-point lower than that
required by paragraph 155.

217. The following additional information should be disclosed, if applicable:

a. The governmental nonemployer contributing entity’s proportionate share
(amount) of the collective total OPEB liability, its proportion (percentage) of
the collective total OPEB liability, the basis on which its proportion was
determined, and the change in its proportion since the prior measurement
date.

b. The measurement date of the collective total OPEB liability; the date of the
actuarial valuation or alternative measurement method calculation on which
the collective total OPEB liability is based; and, if applicable, the fact that
update procedures were used to roll forward the collective total OPEB liability
to the measurement date. If the alternative measurement method permitted
by this Statement is used to measure the collective total OPEB liability, the
fact that this alternative method was used in place of an actuarial valuation
also should be disclosed.

c. A brief description of changes of assumptions or other inputs that affected
measurement of the collective total OPEB liability since the prior measure-
ment date.

d. A brief description of changes of benefit terms that affected measurement of
the collective total OPEB liability since the prior measurement date.
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e. A brief description of the nature of changes between the measurement date
of the collective total OPEB liability and the governmental nonemployer
contributing entity’s reporting date that are expected to have a significant
effect on the governmental nonemployer contributing entity’s proportionate
share of the collective total OPEB liability, and the amount of the expected
resultant change in the governmental nonemployer contributing entity’s
proportionate share of the collective total OPEB liability, if known.

f. The amount of expense recognized by the governmental nonemployer
contributing entity in the reporting period as a result of the special funding
situation.

g. The governmental nonemployer contributing entity’s balances of deferred
outflows of resources and deferred inflows of resources as a result of the
special funding situation, classified as follows, if applicable:
(1) Differences between expected and actual experience in the measure-

ment of the collective total OPEB liability
(2) Changes of assumptions or other inputs
(3) Changes in the governmental nonemployer contributing entity’s propor-

tion (paragraph 208) and differences between (a) the amounts paid by
the governmental nonemployer contributing entity for OPEB as the
benefits came due and (b) the governmental nonemployer contributing
entity’s proportionate share of the total of certain payments by all
employers and nonemployer contributing entities (paragraph 209)

(4) Amounts associated with transactions paid by the governmental non-
employer contributing entity for OPEB as the benefits came due sub-
sequent to the measurement date of the collective total OPEB liability.

h. A schedule presenting the following:
(1) For each of the subsequent five years, and in the aggregate thereafter,

the net amount of the governmental nonemployer contributing entity’s
balances of deferred outflows of resources and deferred inflows of
resources in subparagraph (g) that will be recognized in the governmen-
tal nonemployer contributing entity’s expense

(2) The amount of the governmental nonemployer contributing entity’s
balance of deferred outflows of resources in subparagraph (g) that will
be included as a reduction of the collective total OPEB liability.

Required supplementary information

218. A 10-year schedule with the information identified in subparagraphs (a)
and (b) should be presented in required supplementary information. Information
should be presented separately for each defined benefit OPEB plan for which
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the governmental nonemployer contributing entity recognizes a substantial
proportion of the collective total OPEB liability. The information should be
determined as of the measurement date of the collective total OPEB liability.

a. The governmental nonemployer contributing entity’s proportion (percent-
age) of the collective total OPEB liability

b. The governmental nonemployer contributing entity’s proportionate share
(amount) of the collective total OPEB liability.

Notes to the required schedule

219. The following information should be presented as notes to the schedule
required by paragraph 218:

a. The fact that there are no assets accumulated in a trust that meets the
criteria in paragraph 4 to pay related benefits.

b. Information about factors that significantly affect trends in the amounts
reported—for example, changes of benefit terms, changes in the size or
composition of the population covered by the benefit terms, or the use of
different assumptions. (The amounts presented for prior years should not be
restated for the effects of changes—for example, changes of benefit terms or
changes of assumptions—that occurred subsequent to the measurement
date of that information.)

Governmental Nonemployer Contributing Entities That Recognize a
Less-Than-Substantial Proportion of the Collective Total OPEB Liability

Notes to financial statements

220. The information identified in this paragraph should be disclosed for ben-
efits provided through each defined benefit OPEB plan for which the govern-
mental nonemployer contributing entity recognizes a less-than-substantial pro-
portion of the collective total OPEB liability. If the governmental nonemployer
contributing entity recognizes more than one such liability, information may be
presented in the aggregate for all such liabilities.

a. The name of the OPEB plan through which benefits are provided, identifi-
cation of the entity that administers the OPEB plan, and identification of the
OPEB plan as a single-employer or multiple-employer OPEB plan.
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b. The fact that there are no assets accumulated in a trust that meets the
criteria in paragraph 4. If OPEB is provided through an OPEB plan that is
administered through a trust and that trust does not meet the criteria in
paragraph 4, each criterion in paragraph 4 that the trust does not meet
should be disclosed.

c. Identification of the authority under which requirements for the governmental
nonemployer contributing entity to pay OPEB as the benefits come due are
established or may be amended. Also, the amount paid by the governmental
nonemployer contributing entity for OPEB as the benefits came due during
the reporting period, if not otherwise disclosed.

d. The governmental nonemployer contributing entity’s proportionate share
(amount) of the collective total OPEB liability, its proportion (percentage) of
the collective total OPEB liability, the basis on which its proportion was
determined, and the change, if any, in its proportion since the prior meas-
urement date.

e. The amount of expense recognized by the governmental nonemployer
contributing entity in the reporting period as a result of the special funding
situation, and its balances of deferred outflows of resources and deferred
inflows of resources as a result of the special funding situation.

Required supplementary information

221. For benefits provided through each defined benefit OPEB plan for which
the governmental nonemployer contributing entity recognizes a less-than-
substantial proportion of the collective total OPEB liability, the governmental
nonemployer contributing entity’s proportionate share (amount) of the collec-
tive total OPEB liability should be presented in a 10-year schedule in required
supplementary information. If a governmental nonemployer contributing entity
recognizes more than one such liability, the information for each year may be
presented in the aggregate for all such liabilities.

Defined Benefit—Does Not Meet Paragraph 4
Special Funding Situations

97



Circumstances in which a nonemployer entity’s legal obligation
for defined benefit payments does not meet the definition of a
special funding situation

Employers

222. In circumstances in which a nonemployer entity has a legal obligation to
make benefit payments directly as they come due through a defined benefit
OPEB plan used to provide OPEB to employees of another entity but that
entity’s involvement does not meet the criterion in either paragraph 18a or
paragraph 18b, the employer should apply the requirements of paragraphs
146−192, as applicable, for employers that do not have a special funding
situation.

Governmental nonemployer contributing entities

223. Expense/expenditures for payments of OPEB as the benefits come due
should be classified in the same manner as the entity classifies similar grants to
other entities.

Alternative Measurement Method

224. In place of an actuarial valuation, the total OPEB liability40 may be
measured using the alternative measurement method discussed in paragraphs
225 and 226 if fewer than 100 employees (active and inactive) are provided
with benefits through the OPEB plan as of the beginning of the measurement
period.

225. If the alternative measurement method is used, one or more of the
specific modifications discussed in this paragraph may be incorporated into
application of the requirements of paragraphs 27−42, 70−85, or 146−156, as
applicable:

40For purposes of applying paragraphs 224−226, the term total OPEB liability applies to the
collective total OPEB liability for OPEB provided through an OPEB plan that is not administered
through a trust that meets the criteria in paragraph 4 and (a) is used to provide benefits to the
employees of a primary government and its component units or (b) in which there is a special
funding situation.
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a. General considerations. Assumptions other than those specifically identified
in this Statement might be needed depending on the benefits provided.
Assumptions generally should be based on the actual experience of the
covered group, to the extent that credible experience data are available, but
should emphasize expected long-term future trends rather than give undue
weight to recent past experience. However, grouping techniques that base
the selection of assumptions on combined experience data for similar plans
may be used, as discussed in subparagraph (i) of this paragraph. The
reasonableness of each assumption should be considered independently
based on its own merits and its consistency with each other assumption. For
example, each assumption of which general inflation is a component should
include the same assumption with regard to that component. In addition,
consideration should be given to the reasonableness of the combined
impact of all assumptions.

b. Expected point in time at which benefit payments will begin to be made. The
assumption should reflect past experience and future expectations for the
covered group. For active employees covered under the terms of the OPEB
plan, the assumption may incorporate (1) a single assumed age at which
benefit payments will begin to be made or (2) an assumption that benefit
payments will begin to be made upon attaining a certain number of years of
service.

c. Marital and dependency status. These assumptions may be based on the
current status of active and inactive employees covered under the terms of
the OPEB plan or on historical demographic data for inactive employees.

d. Mortality. The assumption should be based on current published mortality
tables.

e. Turnover. For purposes of allocating the present value of projected benefit
payments to periods, the assumed probability that an active employee
covered under the terms of the OPEB plan will remain employed until the
assumed age at which benefit payments will begin to be made generally
should be based on the historical age-based turnover experience of the
covered group, adjusted for any expected long-term future trends using the
calculation method identified in paragraph 226a. However, if experience data
are not available, the probability of remaining employed until the assumed
age at which benefit payments will begin to be made should be assigned
using the method identified in paragraph 226b.

f. Healthcare cost trend rate. Assumptions about changes in healthcare cost in
future periods for which benefit payments are projected should be derived
from an objective source.
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g. Use of health insurance premiums. If experience-rated healthcare benefits
are provided through premium payments to an insurer or other service
provider, the OPEB plan’s current premium structure may be used as the
initial per capita healthcare rates for the purpose of projecting healthcare
benefit payments. However, if the same premium rates are given for both
active employees and inactive employees, age-adjusted premium rates for
inactive employees should be obtained from the insurer or, if that information
cannot be obtained from the insurer, age-adjusted premiums for inactive
employees should be estimated using the method identified in para-
graph 226c.

h. Coverage options. If the terms of an OPEB plan provide inactive employees
with coverage options, assumptions regarding coverage choices should be
based on the experience of the covered group, considering differences, if
any, in choices of pre- and post-Medicare-eligible employees.

i. Use of grouping. Grouping techniques may be used. One such technique is
to group employees covered under the terms of the OPEB plan based on
common demographic characteristics (for example, employees within a
range of ages or years of service), when the obligation for each employee in
the group is expected to be similar for commonly grouped individuals.
Another technique is to group OPEB plans with similar expected costs and
benefits.

226. The following calculation methods and default values should be used, if
applicable, to meet the requirements of (a) paragraph 225e to determine the
probability that active employees covered under the terms of the OPEB plan will
remain employed until the expected point in time that benefit payments will
begin to be made and (b) paragraph 225g to determine age-adjusted premiums
for inactive employees receiving benefits through the OPEB plan.

a. For purposes of applying the requirements of paragraph 225e, if historical
age-based turnover experience of the covered group is used, the following
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methodology should be used to calculate the probability of remaining em-
ployed until the assumed age at which benefit payments will begin to be
made:

Column a: For each age (n) from the earliest entry age to assumed age at
which benefit payments will begin to be made, list the age-based
probability of termination in the next year for the covered group.

Column b: Compute the probability at each age of remaining employed for
the next year. This value should be calculated as 1 − a.

Column c: Set the initial value in column c to equal 1.000. For each
subsequent age (n), column c values should be calculated as:
c(n − 1) × b(n − 1).

Column d: For each age (n), these values should be calculated as the
product of the values in column b from age n to the year prior to
the assumed age at which benefit payments will begin to be
made.

b. For purposes of applying the requirements of paragraph 225e, if historical
age-based turnover experience of the covered group is not used, historical
age-based turnover should be derived from either:
(1) Data maintained by the U.S. Office of Personnel Management regarding

the most recent experience of the employee group covered by the
Federal Employees Retirement System

(2) Data maintained by another entity, such as a public employee retirement
system, which includes the covered group.

c. For purposes of applying the requirements of paragraph 225g, when the
same premiums are charged to active employees and inactive employees
and age-adjusted premium information for inactive employees is not able to
be obtained from the insurer or service provider, the following approach
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should be used to age-adjust premiums for purposes of projecting benefit
payments:
(1) To adjust premiums for ages under 65:

(a) Identify the premium charged for active and inactive employees
under age 65.

(b) Calculate the average age of the employees to which the premium
identified in step a applies.

(c) For each employee under age 65, identify the greater of expected
age at which benefit payments will begin to be made or current age.

(d) Calculate the average of the ages identified in step c.
(e) Calculate the midpoint age between the result of step d and age 65:

result of step d + [0.5 (65 − result of step d)].
(f) Using the results of steps b and e, calculate a factor with the

following formula: 1.04(result of step e − result of step b).
(g) Multiply the factor identified in step f by the premium identified in

step a. The result is the current-year age-adjusted premium that
should be used as the basis for projecting benefit payments for ages
under age 65.

(2) To adjust premiums for ages 65 or older:41

(a) Identify the premium charged for active and inactive employees age
65 or older.

(b) Calculate the average age of the employees to which the premium
identified in step a applies.

(c) For each employee (whether age pre-65 or age 65 or older), identify
the greater of current age or age 65.

(d) Calculate the average of the ages identified in step c.
(e) Calculate the average life expectancy of all employees.
(f) Calculate the midpoint age between the result of step d and the

result of step e: result of step d + [0.5 × (result of step e − result of
step d)].

(g) Using the results of steps b and f, calculate a factor with the following
formula: 1.04(64 − result of step b) × 1.03(result of step f − 64) (for plans
with no Medicare coordination) or 0.5 × 1.04(64 − result of step b) ×
1.03(result of step f − 64) (for plans with Medicare coordination).

41The procedures described in paragraph 226c(2) would be applied only in cases in which
inactive employees age 65 or older are included in a single, blended premium assessed by the
insurer or service provider for active and inactive employees. If separate rates are assessed for
inactive employees age 65 or older, preparers would follow the steps in paragraph 226c(1) for
age-adjusting blended premiums for under age 65 and would use the separately assessed
premium rates (without additional age adjustment) for age 65 or older.
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(h) Multiply the factor identified in step g by the premium identified in
step a. The result is the current-year age-adjusted premium that
should be used as the basis for projecting benefit payments for age
65 or older.

Insured Benefits

227. In financial statements prepared using the economic resources measure-
ment focus and accrual basis of accounting, an employer that provides OPEB
through an insured plan should recognize (a) OPEB expense equal to the
amount of premiums or other payments required for the reporting period in
accordance with the agreement with the insurance company for such OPEB
and (b) a change in the liability to the insurer equal to the difference between
amounts recognized as OPEB expense and amounts paid by the employer to
the insurer.

228. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, OPEB expend-
itures related to insured benefits should be recognized equal to the total of
(a) the amount of premiums paid or other payments made by the employer to
the insurer and (b) the change between the beginning and ending balances of
amounts normally expected to be liquidated with expendable available financial
resources. A liability for insured benefits is normally expected to be liquidated
with expendable available financial resources to the extent that the payments
are due and payable pursuant to legal requirements, including contractual
arrangements.

Notes to Financial Statements

229. An employer that provides OPEB through an insured plan should disclose
the following information in notes to financial statements:

a. A brief description of the insured benefits, including the benefit provisions
and the authority under which the benefit provisions are established or may
be amended

b. The fact that the obligation for the payment of benefits has been effectively
transferred from the employer to one or more insurance companies

c. Whether the employer retains an obligation for benefits in the event of the
insurance company’s insolvency

d. The current-year OPEB expense/expenditure for the insured benefits.
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Defined Contribution OPEB

Employers That Do Not Have a Special Funding Situation

230. Except as provided in paragraph 241, in financial statements prepared
using the economic resources measurement focus and accrual basis of ac-
counting, the following should be recognized by employers that do not have a
special funding situation for defined contribution OPEB:

a. OPEB expense equal to the amount of contributions or credits to employees’
accounts that are defined by the benefit terms as attributable to employees’
services in the period, net of forfeited amounts that are removed from
employees’ accounts. Amounts that are reallocated to the accounts of other
employees should not be considered forfeited amounts for this purpose.

b. A change in the OPEB liability equal to the following:
(1) If the OPEB is provided through a defined contribution OPEB plan that

is administered through a trust that meets the criteria in paragraph 4, the
difference between amounts recognized as OPEB expense and
amounts paid by the employer to the OPEB plan

(2) If the OPEB is provided through a defined contribution OPEB plan that
is not administered through a trust that meets the criteria in paragraph 4,
the difference between amounts recognized as OPEB expense and
amounts paid by the employer as the benefits come due during the
fiscal year.

231. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, OPEB expend-
itures should be recognized equal to the total of (a) amounts paid by the
employer for OPEB as the benefits come due and (b) the change between the
beginning and ending balances of amounts normally expected to be liquidated
with expendable available financial resources. A liability for defined contribution
OPEB should be recognized to the extent the liability is normally expected to be
liquidated with expendable available financial resources. A liability for defined
contribution OPEB is normally expected to be liquidated with expendable
available financial resources to the extent that contributions are due and
payable pursuant to legal requirements, including contractual arrangements.

Defined Contribution

104



232. Liabilities for defined contribution OPEB provided through different OPEB
plans may be displayed in the aggregate, and assets for defined contribution
OPEB provided through different OPEB plans that are administered through
trusts that meet the criteria in paragraph 4 may be displayed in the aggregate.
Aggregated OPEB liabilities should be displayed separately from aggregated
OPEB assets.

Notes to Financial Statements

233. The following information should be disclosed in notes to financial state-
ments about each defined contribution OPEB plan to which an employer is
required to contribute:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a defined contribution
OPEB plan.

b. A brief description of the benefit terms (including terms, if any, related to
vesting and forfeitures and the policy related to the use of forfeited amounts)
and the authority under which benefit terms are established or may be
amended.

c. If the OPEB is provided through a defined contribution OPEB plan that is
administered through a trust that meets the criteria in paragraph 4, the
contribution (or crediting) rates (in dollars or as a percentage of salary) for
employees, the employer, and nonemployer contributing entities, if any, and
the authority under which those rates are established or may be amended.

d. If the OPEB is provided through a defined contribution OPEB plan that is not
administered through a trust that meets the criteria in paragraph 4:
(1) The fact that there are no assets accumulated in a trust that meets the

criteria in paragraph 4. If OPEB is provided through an OPEB plan that
is administered through a trust and that trust does not meet the criteria
in paragraph 4, each criterion in paragraph 4 that the trust does not meet
should be disclosed.

(2) Identification of the authority under which requirements for the employer
and nonemployer contributing entities, if any, to pay OPEB as the
benefits come due are established or may be amended. Also, the
amount paid by the employer for OPEB as the benefits came due during
the reporting period, if not otherwise disclosed.

e. The amount of OPEB expense recognized by the employer in the reporting
period.
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f. The amount of forfeitures reflected in OPEB expense recognized by the
employer in the reporting period.

g. The amount of the employer’s liability outstanding at the end of the period,
if any.

Special Funding Situations

Employers

234. In financial statements prepared using the economic resources measure-
ment focus and accrual basis of accounting, the following should be recognized:

a. OPEB expense equal to the employer’s share of the amount of contributions
or credits to employees’ accounts that are defined by the benefit terms as
attributable to employees’ services in the period, net of forfeited amounts
that are removed from employees’ accounts. Amounts that are reallocated to
the accounts of other employees should not be considered forfeited amounts
for this purpose.

b. A change in the OPEB liability equal to the following:
(1) If the OPEB is provided through a defined contribution OPEB plan that

is administered through a trust that meets the criteria in paragraph 4, the
difference between amounts recognized as OPEB expense in confor-
mity with subparagraph (a) and amounts paid by the employer to the
OPEB plan

(2) If the OPEB is provided through a defined contribution OPEB plan that
is not administered through a trust that meets the criteria in paragraph 4,
the difference between amounts recognized as OPEB expense in con-
formity with subparagraph (a) and amounts paid by the employer for
OPEB as the benefits come due during the fiscal year.

c. Additional OPEB expense for the amount of expense recognized by non-
employer contributing entities for OPEB provided through the OPEB plan,
determined in conformity with paragraph 236.42

d. Revenue equal to the amount of expense recognized by nonemployer
contributing entities for OPEB provided through the OPEB plan, determined
in conformity with paragraph 236.

42The requirements of paragraph 236 address governmental nonemployer contributing entities.
For purposes of paragraph 234, the requirements of that paragraph also apply to the determi-
nation of the expense attributed to a nongovernmental nonemployer contributing entity in a
special funding situation.
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235. The requirements in paragraphs 231−233 for recognition in financial
statements prepared using the current financial resources measurement focus
and modified accrual basis of accounting, financial statement display, and notes
to financial statements should be applied. In addition, the employer should
disclose (a) the proportion of the total OPEB expense for OPEB provided
through the OPEB plan that is represented by the employer’s expense and (b)
the amount of revenue recognized for the support provided by nonemployer
contributing entities.

Governmental Nonemployer Contributing Entities

236. In financial statements prepared using the economic resources measure-
ment focus and accrual basis of accounting, the following should be recognized:

a. Expense equal to the governmental nonemployer contributing entity’s share
of the amount of contributions or credits to employees’ accounts that are
defined by the benefit terms as attributed to employees’ services in the
period, net of forfeited amounts that are removed from employees’ accounts.
Amounts that are reallocated to the accounts of other employees should not
be considered forfeited amounts for this purpose. Expense should be clas-
sified in the same manner as the governmental nonemployer contributing
entity classifies similar grants to other entities.

b. A change in the liability resulting from the special funding situation equal to
the following:
(1) If the OPEB is provided through a defined contribution OPEB plan that

is administered through a trust that meets the criteria in paragraph 4, the
difference between amounts recognized as expense and amounts paid
by the governmental nonemployer contributing entity to the OPEB plan

(2) If the OPEB is provided through a defined contribution OPEB plan that
is not administered through a trust that meets the criteria in paragraph 4,
the difference between amounts recognized as expense and amounts
paid by the governmental nonemployer contributing entity as the ben-
efits come due during the governmental nonemployer contributing
entity’s fiscal year.

237. In financial statements prepared using the current financial resources
measurement focus and modified accrual basis of accounting, expenditures
should be recognized equal to the total of (a) amounts paid by the governmental
nonemployer contributing entity for OPEB as the benefits come due and (b) the
change between the beginning and ending balances of amounts normally

Defined Contribution

107



expected to be liquidated with expendable available financial resources. A
liability resulting from a special funding situation for defined contribution OPEB
should be recognized to the extent the liability is normally expected to be
liquidated with expendable available financial resources. A liability for defined
contribution OPEB is normally expected to be liquidated with expendable
available financial resources to the extent that contributions are due and
payable pursuant to legal requirements, including contractual arrangements.
Expenditures should be classified in the same manner as the governmental
nonemployer contributing entity classifies similar grants to other entities.

238. Liabilities resulting from special funding situations for defined contribution
OPEB provided through different OPEB plans may be displayed in the aggre-
gate, and assets resulting from special funding situations for defined contribu-
tion OPEB provided through different OPEB plans that are administered
through trusts that meet the criteria in paragraph 4 may be displayed in the
aggregate. Aggregated liabilities should be displayed separately from aggre-
gated assets.

Notes to financial statements

239. The following information should be disclosed in notes to financial state-
ments about each defined contribution OPEB plan to which a governmental
nonemployer contributing entity is required to contribute a substantial propor-
tion of the total contributions from the employer and nonemployer contributing
entities:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a defined contribution
OPEB plan.

b. A brief description of the benefit terms (including terms, if any, related to
vesting and forfeitures and the policy related to the use of forfeited amounts)
and the authority under which benefit terms are established or may be
amended.

c. If the OPEB is provided through a defined contribution OPEB plan that is
administered through a trust that meets the criteria in paragraph 4, the
contribution (or crediting) rates (in dollars or as a percentage of salary) for
employees, the employer, and nonemployer contributing entities, and the
authority under which those rates are established or may be amended.
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d. If the OPEB is provided through a defined contribution OPEB plan that is not
administered through a trust that meets the criteria in paragraph 4:
(1) The fact that there are no assets accumulated in a trust that meets the

criteria in paragraph 4. If OPEB is provided through an OPEB plan that
is administered through a trust and that trust does not meet the criteria
in paragraph 4, each criterion in paragraph 4 that the trust does not meet
should be disclosed.

(2) Identification of the authority under which requirements for the employer
and nonemployer contributing entities to pay OPEB as the benefits
come due are established or may be amended. Also, the amount paid by
the governmental nonemployer contributing entity for OPEB as the
benefits came due during the reporting period, if not otherwise dis-
closed.

e. The amount of expense recognized by the governmental nonemployer
contributing entity in the reporting period as a result of the special funding
situation, the amount of forfeitures reflected in expense recognized by the
governmental nonemployer contributing entity, and the proportion of the
total OPEB expense for OPEB provided through the OPEB plan that is
represented by the governmental nonemployer contributing entity’s ex-
pense.

f. The amount of the governmental nonemployer contributing entity’s liability
resulting from the special funding situation outstanding at the end of the
period, if any.

240. The following information should be disclosed in notes to financial state-
ments about each defined contribution OPEB plan to which the governmental
nonemployer contributing entity is required to contribute a less-than-substantial
proportion of the total contributions from the employer and nonemployer con-
tributing entities:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a defined contribution
OPEB plan.

b. If the OPEB is provided through a defined contribution OPEB plan that is
administered through a trust that meets the criteria in paragraph 4, the
contribution (or crediting) rates (in dollars or as a percentage of salary) for
the governmental nonemployer contributing entity and the authority under
which those rates are established or may be amended.
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c. If the OPEB is provided through a defined contribution OPEB plan that is not
administered through a trust that meets the criteria in paragraph 4:
(1) The fact that there are no assets accumulated in a trust that meets the

criteria in paragraph 4. If OPEB is provided through an OPEB plan that
is administered through a trust and that trust does not meet the criteria
in paragraph 4, each criterion in paragraph 4 that the trust does not meet
should be disclosed.

(2) Identification of the authority under which requirements for the govern-
mental nonemployer contributing entity to pay OPEB as the benefits
come due are established or may be amended. Also, the amount paid by
the governmental nonemployer contributing entity for OPEB as the
benefits came due during the reporting period, if not otherwise dis-
closed.

d. The amount of expense recognized by the governmental nonemployer
contributing entity in the reporting period as a result of the special funding
situation and the proportion of the total OPEB expense for OPEB provided
through the OPEB plan that is represented by the governmental nonem-
ployer contributing entity’s expense.

e. The amount of the governmental nonemployer contributing entity’s liability
outstanding at the end of the period, if any.

Circumstances in Which a Nonemployer Entity’s Legal
Obligation for Contributions Directly to or Benefit Payments
Directly through a Defined Contribution OPEB Plan Does
Not Meet the Definition of a Special Funding Situation

Employers

241. In circumstances in which a nonemployer entity has a legal obligation to
make contributions directly to or benefit payments through a defined contribu-
tion OPEB plan but that entity’s involvement does not meet the criterion in
either paragraph 18a or paragraph 18b, the requirements of paragraphs 234
and 235 should be applied.
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Governmental Nonemployer Contributing Entities

242. The requirements for recognition and measurement of liabilities and
expense/expenditures in paragraphs 236−238 should be applied. In addition,
the following information should be disclosed in notes to financial statements
about each defined contribution OPEB plan to which it is required to contribute:

a. The name of the OPEB plan, identification of the entity that administers the
OPEB plan, and identification of the OPEB plan as a defined contribution
OPEB plan

b. The amount of expense recognized by the governmental nonemployer
contributing entity in the reporting period as a result of its legal requirement
to contribute to or make benefit payments through the defined contribution
OPEB plan and the amount, if any, of the governmental nonemployer
contributing entity’s liability outstanding at the end of the period.

EFFECTIVE DATE AND TRANSITION

243. The requirements of this Statement are effective for fiscal years beginning
after June 15, 2017. Earlier application is encouraged.

244. Changes adopted to conform to the provisions of this Statement should
be applied retroactively by restating financial statements, if practical, for all prior
periods presented. At the beginning of the period in which the provisions of this
Statement are adopted, there may be circumstances in which it is not practical
for a government to determine the amounts of all applicable deferred inflows of
resources and deferred outflows of resources related to OPEB. In such circum-
stances, the government should report a beginning deferred outflow of re-
sources only for the following:

a. In circumstances in which OPEB is provided through OPEB plans that are
administered through trusts that meet the criteria in paragraph 4, OPEB
contributions by the government, if any, made subsequent to the measure-
ment date of the beginning net OPEB liability but before the beginning of the
government’s fiscal year
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b. In circumstances in which OPEB is provided through OPEB plans that are
not administered through trusts that meet the criteria in paragraph 4, the
amounts paid by the government for OPEB as the benefits come due, if any,
subsequent to the measurement date of the beginning total OPEB liability
but before the beginning of the government’s fiscal year.

Additionally, in those circumstances, no other beginning balances for deferred
outflows of resources and deferred inflows of resources related to OPEB should
be reported. If restatement of all prior periods presented is not practical, the
cumulative effect, if any, of applying this Statement should be reported as a
restatement of beginning net position (or fund balance or fund net position, as
applicable) for the earliest period restated. In the first period this Statement is
applied, the notes to the financial statements should disclose the nature of the
restatement and its effect, including whether the restatement of beginning
balances included deferred outflows of resources or deferred inflows of re-
sources, as applicable. Also, the reason for not restating prior periods presented
should be disclosed.

245. The information for all fiscal years for the 10-year schedules that are
required to be presented as required supplementary information may not be
available initially. In those cases, during the transition period, that information
should be presented for as many years as are available. The schedules should
not include information that is not measured in accordance with the require-
ments of this Statement.

The provisions of this Statement need
not be applied to immaterial items.

This Statement was issued by unanimous vote of the seven members of the
Governmental Accounting Standards Board.

David A. Vaudt, Chairman
Jan I. Sylvis, Vice-Chairman
James E. Brown
William W. Fish
Michael H. Granof
David E. Sundstrom
Marcia L. Taylor

Effective Date and Transition

112



GLOSSARY

246. This paragraph contains definitions of certain terms as they are used in
this Statement; the terms may have different meanings in other contexts.

Active employees
Individuals employed at the end of the reporting or measurement period, as
applicable.

Actuarially determined contribution
A target or recommended contribution to a defined benefit OPEB plan for the
reporting period, determined in conformity with Actuarial Standards of Prac-
tice based on the most recent measurement available when the contribution
for the reporting period was adopted.

Actuarial present value of projected benefit payments
Projected benefit payments discounted to reflect the expected effects of the
time value (present value) of money and the probabilities of payment.

Actuarial valuation
The determination, as of a point in time (the actuarial valuation date), of the
service cost, total OPEB liability, and related actuarial present value of
projected benefit payments for OPEB performed in conformity with Actuarial
Standards of Practice unless otherwise specified by the GASB.

Actuarial valuation date
The date as of which an actuarial valuation is performed.

Ad hoc cost-of-living adjustments (ad hoc COLAs)
Cost-of-living adjustments that require a decision to grant by the authority
responsible for making such decisions.

Ad hoc postemployment benefit changes
Postemployment benefit changes that require a decision to grant by the
authority responsible for making such decisions.

Agent employer
An employer whose employees are provided with OPEB through an agent
multiple-employer defined benefit OPEB plan.
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Agent multiple-employer defined benefit OPEB plan (agent OPEB plan)
A multiple-employer defined benefit OPEB plan that is administered through
a trust that meets the criteria in paragraph 4 of this Statement and in which
OPEB plan assets are pooled for investment purposes but separate ac-
counts are maintained for each individual employer so that each employer’s
share of the pooled assets is legally available to pay the benefits of only its
employees.

Allocated insurance contract
A contract with an insurance company under which related payments to the
insurance company are currently used to purchase an immediate or deferred
benefit for individual employees.

Automatic cost-of-living adjustments (automatic COLAs)
Cost-of-living adjustments that occur without a requirement for a decision to
grant by a responsible authority, including those for which the amounts are
determined by reference to a specified experience factor (such as the
earnings experience of the OPEB plan) or to another variable (such as an
increase in the consumer price index).

Automatic postemployment benefit changes
Postemployment benefit changes that occur without a requirement for a
decision to grant by a responsible authority, including those for which the
amounts are determined by reference to a specified experience factor (such
as the earnings experience of the OPEB plan) or to another variable (such
as an increase in the consumer price index).

Closed period
A specific number of years that is counted from one date and declines to zero
with the passage of time. For example, if the recognition period initially is five
years on a closed basis, four years remain after the first year, three years
after the second year, and so forth.

Collective deferred outflows of resources and deferred inflows of re-
sources related to OPEB

Deferred outflows of resources and deferred inflows of resources related to
OPEB arising from certain changes in the collective net OPEB liability or
collective total OPEB liability.
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Collective net OPEB liability
The net OPEB liability for benefits provided through (a) a cost-sharing OPEB
plan or (b) a single-employer OPEB plan that is administered through a trust
that meets the criteria in paragraph 4 of this Statement or an agent OPEB
plan in circumstances in which there is a special funding situation.

Collective OPEB expense
OPEB expense arising from certain changes in the collective net OPEB
liability or collective total OPEB liability.

Collective total OPEB liability
The total OPEB liability for benefits provided through a defined benefit OPEB
plan that is not administered through a trust that meets the criteria in
paragraph 4 of this Statement and (a) is used to provide benefits to the
employees of a primary government and its component units or (b) in which
there is a special funding situation.

Contributions
Additions to an OPEB plan’s fiduciary net position for amounts from employ-
ers, nonemployer contributing entities (for example, state government con-
tributions to a local government OPEB plan), or employees.

Cost-of-living adjustments
Postemployment benefit changes intended to adjust benefit payments for
the effects of inflation.

Cost-sharing employer
An employer whose employees are provided with OPEB through a cost-
sharing multiple-employer defined benefit OPEB plan.

Cost-sharing multiple-employer defined benefit OPEB plan (cost-sharing
OPEB plan)

A multiple-employer defined benefit OPEB plan that is administered through
a trust that meets the criteria in paragraph 4 of this Statement and in which
the OPEB obligations to the employees of more than one employer are
pooled and OPEB plan assets can be used to pay the benefits of the
employees of any employer that provides OPEB through the OPEB plan.

Covered-employee payroll
The payroll of employees that are provided with OPEB through the OPEB
plan.
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Defined benefit OPEB
OPEB for which the benefits that the employee will receive at or after
separation from employment are defined by the benefit terms. The OPEB
may be stated as (a) a specified dollar amount; (b) an amount that is
calculated based on one or more factors such as age, years of service, and
compensation; or (c) a type or level of coverage such as prescription drug
coverage or a percentage of health insurance premiums. (OPEB that does
not have all of the terms of defined contribution OPEB is classified as defined
benefit OPEB for purposes of this Statement.)

Defined benefit OPEB plans
OPEB plans that are used to provide defined benefit OPEB.

Defined contribution OPEB
OPEB having terms that (a) provide an individual account for each em-
ployee; (b) define the contributions that an employer or nonemployer con-
tributing entity is required to make (or the credits that it is required to provide)
to an active employee’s account for periods in which that employee renders
service; and (c) provide that the OPEB an employee will receive will depend
only on the contributions (or credits) to the employee’s account, actual
earnings on investments of those contributions (or credits), and the effects of
forfeitures of contributions (or credits) made for other employees, as well as
OPEB plan administrative costs, that are allocated to the employee’s
account.

Defined contribution OPEB plans
OPEB plans that are used to provide defined contribution OPEB.

Discount rate
The single rate of return that, when applied to all projected benefit payments,
results in an actuarial present value of projected benefit payments equal to
the total of the following:

a. The actuarial present value of benefit payments projected to be made in
future periods in which (1) the amount of the OPEB plan’s fiduciary net
position is projected (under the requirements of this Statement) to be
greater than the benefit payments that are projected to be made in that
period and (2) OPEB plan assets up to that point are expected to be
invested using a strategy to achieve the long-term expected rate of return,
calculated using the long-term expected rate of return on OPEB plan
investments
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b. The actuarial present value of projected benefit payments not included in
(a), calculated using a yield or index rate for 20-year, tax-exempt general
obligation municipal bonds with an average rating of AA/Aa or higher (or
equivalent quality on another rating scale).

For defined benefit OPEB that is provided through an OPEB plan that is not
administered through a trust that meets the criteria in paragraph 4 of this
Statement, the discount rate is equal to the municipal bond rate.

Entry age actuarial cost method
A method under which the actuarial present value of the projected benefits
of each individual included in an actuarial valuation is allocated on a level
basis over the earnings or service of the individual between entry age and
assumed exit age(s). The portion of this actuarial present value allocated to
a valuation year is called the normal cost.43 The portion of this actuarial
present value not provided for at a valuation date by the actuarial present
value of future normal costs is called the Actuarial accrued liability.44 [This
definition is from “Definitions from ASOPs [Actuarial Standards of Practice]
and ACGs [Actuarial Compliance Guidelines] of the ASB [Actuarial Stand-
ards Board] (including those from current exposure drafts) March 2015.”
Actuarial Standards Board, http://www.actuarialstandardsboard.org/pdf/
definitions.pdf. Accessed on June 2, 2015. Footnotes not part of original
definition.]

Healthcare cost trend rates
The rates of change in per capita health claims costs over time as a result of
factors such as medical inflation, utilization of healthcare services, plan
design, and technological developments.

Inactive employees
Individuals no longer employed by an employer in the OPEB plan or the
beneficiaries of those individuals. Inactive employees include individuals
who have accumulated benefits under the terms of an OPEB plan but are not
yet receiving benefit payments and individuals currently receiving benefits.

43For purposes of application to the requirements of this Statement, the term normal cost is the
equivalent of service cost.
44For purposes of application to the requirements of this Statement, the term actuarial accrued
liability is the equivalent of total OPEB liability.
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Insured benefits
Defined benefit OPEB provided through an insured plan.

Insured plans
Defined benefit OPEB plans in which benefits are financed through an
arrangement whereby premiums are paid or other payments are made to an
insurance company while employees are in active service, in return for which
the insurance company unconditionally undertakes an obligation to pay the
postemployment benefits of those employees as defined in the OPEB plan
terms.

Measurement period
The period between the prior and the current measurement dates.

Multiple-employer defined benefit OPEB plan
A defined benefit OPEB plan that is used to provide OPEB to the employees
of more than one employer.

Net OPEB liability
The liability of employers and nonemployer contributing entities to employ-
ees for benefits provided through a defined benefit OPEB plan that is
administered through a trust that meets the criteria in paragraph 4 of this
Statement.

Nonemployer contributing entities
For arrangements in which OPEB is provided through an OPEB plan that is
administered through a trust that meets the criteria in paragraph 4 of this
Statement, entities that make contributions, including making benefit pay-
ments as the OPEB comes due, to an OPEB plan that is used to provide
OPEB to the employees of other entities. For arrangements in which OPEB
is provided through an OPEB plan that is not administered through a trust
that meets the criteria in paragraph 4 of this Statement, entities that make
benefit payments directly as OPEB comes due for employees of other
entities, including using the entity’s assets held by others for the purpose of
providing OPEB. For purposes of this Statement, employees are not con-
sidered nonemployer contributing entities.

Other postemployment benefits (OPEB)
Benefits (such as death benefits, life insurance, disability, and long-term
care) that are paid in the period after employment and that are provided
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separately from a pension plan, as well as healthcare benefits paid in the
period after employment, regardless of the manner in which they are pro-
vided. OPEB does not include termination benefits or termination payments
for sick leave.

OPEB plans
Arrangements through which OPEB is determined, assets dedicated for
OPEB (if any) are accumulated and managed, and benefits are paid as they
come due.

Pension plan
An arrangement through which pensions are determined, assets dedicated
for pensions (if any) are accumulated and managed, and benefits are paid as
they come due.

Pensions
Retirement income and, if provided through a pension plan, postemployment
benefits other than retirement income (such as death benefits, life insurance,
and disability benefits). Pensions do not include postemployment healthcare
benefits and termination benefits.

Plan members
Employees (or their beneficiaries) that are covered under the terms of an
OPEB plan.

Postemployment
The period after employment.

Postemployment benefit changes
Adjustments to the OPEB of an inactive employee.

Postemployment healthcare benefits
Medical, dental, vision, and other health-related benefits paid subsequent to
the termination of employment.

Projected benefit payments
All benefits (including refunds of employee contributions) estimated to be
payable through the OPEB plan (including amounts to be paid by employers
or nonemployer contributing entities as the benefits come due) to current
active and inactive employees as a result of their past service and their
expected future service.
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Real rate of return
The rate of return on an investment after adjustment to eliminate inflation.

Separately financed specific liabilities to the OPEB plan
Specific contractual liabilities to a defined benefit OPEB plan for one-time
assessments to an individual employer or nonemployer contributing entity of
amounts resulting from, for example, (a) increases in the total OPEB liability
due to an individual employer joining an OPEB plan or changes of benefit
terms specific to an individual employer or (b) a contractual commitment for
a nonemployer contributing entity to make a one-time contribution for pur-
poses of reducing the net OPEB liability. The term separately financed is
used to differentiate these payables to the OPEB plan from payables to the
OPEB plan that originate from the portion(s) of the total OPEB liability that
is pooled by two or more employers (or by a single, agent, or cost-sharing
employer and a nonemployer contributing entity in a special funding situa-
tion) for financing purposes. Payables to the OPEB plan for unpaid (legal,
contractual, or statutory) financing obligations associated with the pooled
portion of the total OPEB liability are not considered to be separately
financed specific liabilities, even if separate payment terms have been
established for those payables.

Service costs
The portions of the actuarial present value of projected benefit payments
that are attributed to valuation years.

Single employer
An employer whose employees are provided with OPEB through a single-
employer defined benefit OPEB plan that is administered through a trust that
meets the criteria in paragraph 4 of this Statement.

Single-employer defined benefit OPEB plan (single-employer OPEB plan)
A defined benefit OPEB plan that is used to provide OPEB to employees of
only one employer.

Special funding situations
Circumstances in which a nonemployer entity is legally responsible for
providing financial support for OPEB of the employees of another entity by
making contributions directly to an OPEB plan that is administered through
a trust that meets the criteria in paragraph 4 (including making benefit
payments as the OPEB comes due for benefits provided through such a
plan), or by making benefit payments directly as the OPEB comes due in

Glossary
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circumstances in which OPEB is provided through an OPEB plan that is not
administered through a trust that meets the criteria in paragraph 4 (including
using nonemployer contributing entity assets held by others), and either of
the following criteria is met:

a. The amount of contributions or benefit payments for which the nonem-
ployer entity legally is responsible is not dependent upon one or more
events or circumstances unrelated to the OPEB.

b. The nonemployer entity is the only entity with a legal obligation to provide
financial support directly to an OPEB plan that is used to provide OPEB
to employees of another entity.

Termination benefits
Inducements offered by employers to active employees to hasten the termi-
nation of services, or payments made in consequence of the early termina-
tion of services. Termination benefits include early-retirement incentives,
severance benefits, and other termination-related benefits.

Total OPEB liability
The portion of the actuarial present value of projected benefit payments that
is attributed to past periods of employee service in conformity with the
requirements of this Statement. The total OPEB liability is the liability of
employers and nonemployer contributing entities to employees for benefits
provided through a defined benefit OPEB plan that is not administered
through a trust that meets the criteria in paragraph 4 of this Statement.

Glossary
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Appendix A

BACKGROUND

A1. This Statement was preceded by Statement No. 45, Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions, which was issued in June 2004 and was effective in three phases,
using the same criteria as was used previously for phased implementation of
Statement No. 34, Basic Financial Statements—and Management’s Discussion
and Analysis—for State and Local Governments. For governments in the first
implementation phase, Statement 45 was effective in periods beginning after
December 15, 2006. A related Statement—Statement No. 43, Financial Report-
ing for Postemployment Benefit Plans Other Than Pension Plans, which estab-
lished accounting and financial reporting requirements for postemployment
benefit plans other than pension plans—was issued in April 2004.

A2. The approach taken in the development of Statement 45 was to apply to
postemployment benefits other than pensions (other postemployment benefits
or OPEB) the same requirements for accounting and financial reporting that
were established for pensions in Statement No. 27, Accounting for Pensions by
State and Local Governmental Employers, with adaptations only as necessary
to accommodate differences between pensions and OPEB. The use of this
approach allowed for the adoption of a common overall accounting and finan-
cial reporting model applicable to all postemployment benefits (pensions and
OPEB). That model continued in effect until changes were made to pension
accounting and financial reporting as a result of the approval of Statement
No. 68, Accounting and Financial Reporting for Pensions, in June 2012. State-
ment 68 became effective for fiscal years beginning after June 15, 2014.

A3. Statement 68 and its companion Statement—Statement No. 67, Financial
Reporting for Pension Plans, which amended Statement No. 25, Financial
Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined
Contribution Plans—were the result of a comprehensive review of pension
accounting and financial reporting. Since the issuance of Statements 27 and
45, significant work was completed on the GASB’s conceptual framework.
Concepts Statement No. 3, Communication Methods in General Purpose Ex-
ternal Financial Reports That Contain Basic Financial Statements, issued in
April 2005, and Concepts Statement No. 4, Elements of Financial Statements,
issued in June 2007, are particularly significant for considering pension and
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OPEB accounting and financial reporting issues. Concepts Statement 3 estab-
lished criteria for selecting the appropriate method of communication for items
of reportable financial information—recognition in basic financial statements,
disclosure in notes to basic financial statements, or presentation as required
supplementary information or supplementary information. Concepts State-
ment 4 established definitions and identified characteristics of elements of
financial statements, such as assets and liabilities.

A4. Consistent with the GASB’s commitment to periodically reexamine its
standards, in January 2006, the Board approved a research project to gather
information regarding how effective Statements 25 and 27 had been in meeting
financial reporting objectives and to determine whether improvements were
needed. As a result of issues identified in the research project and changes in
the GASB’s conceptual framework, the Board added a project on postemploy-
ment benefit accounting and financial reporting to the GASB’s current technical
agenda in April 2008. The first phase of that project focused on issues related
to pensions that are provided through pension plans that are administered
through trusts that meet specified criteria, with the intent that any changes to
the pension accounting and financial reporting approach subsequently would
be considered in relation to OPEB. As previously noted, in June 2012, the
GASB approved Statements 67 and 68, which concluded the first phase of the
postemployment benefit accounting and financial reporting project.

A5. In April 2011, the second phase of the postemployment benefit accounting
and financial reporting project was added to the GASB’s current technical
agenda to consider issues related to OPEB plans and OPEB, as well as issues
related to pension plans and pensions that are not within the scope of State-
ment 67 or Statement 68. Specific research activities were performed to gather
information about the nature of OPEB provided by state and local governments,
as well as information about application of the alternative measurement method
that was provided for in Statements 43 and 45. Board deliberation of project
issues began in July 2012.

A6. The Board assembled a task force comprising persons broadly represen-
tative of the GASB’s stakeholders. The task force members were provided with
papers prepared for the Board’s deliberations and drafts of this Statement for
review and comment. In addition, further input was sought from the members of
the Governmental Accounting Standards Advisory Council at its meetings.
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A7. In May 2014, the Board issued an Exposure Draft, Accounting and Finan-
cial Reporting for Postemployment Benefits Other Than Pensions. The Board
received 76 responses to the Exposure Draft from organizations and individu-
als. In addition, the Board received testimony from, and had the opportunity to
further explore the views of, 22 individuals or groups at 3 public hearings held
to obtain feedback on the Exposure Draft and on the related Exposure Drafts,
Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans, and Accounting and Financial Reporting for Pensions and Financial
Reporting for Pension Plans That Are Not Administered through Trusts That
Meet Specified Criteria, and Amendments to Certain Provisions of GASB
Statements 67 and 68. As discussed throughout Appendix B, comments and
suggestions from those sources contributed to the Board’s deliberations in
developing the requirements of this Statement and the related Statements.
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Appendix B

BASIS FOR CONCLUSIONS

Introduction

B1. This appendix discusses factors considered significant by Board members
in reaching the conclusions in this Statement. It includes discussion of the
alternatives considered and the Board’s reasons for accepting some and
rejecting others. Individual Board members may have given greater weight to
some factors than to others.

B2. As described in Appendix A, the reexamination project that led to the
issuance of this Statement is the second phase of a project on accounting and
financial reporting for postemployment benefits and included consideration of
issues related to accounting and financial reporting by employers and by
governmental nonemployer entities that have a legal responsibility to provide
financial support for OPEB of employees of other entities, as well as those
related to financial reporting by OPEB plans that are administered through
trusts that meet the criteria in paragraph 3 of Statement No. 74, Financial
Reporting for Postemployment Benefit Plans Other Than Pension Plans, and
those related to assets accumulated for purposes of providing OPEB through
OPEB plans that are not administered through trusts that meet the criteria in
paragraph 3 of Statement 74. Because of the relationships among OPEB plans,
employers, and nonemployer contributing entities, the Board has given joint
consideration to this Statement and the related Statement 74. The Board
believes that consistency in the measurement and disclosure of OPEB infor-
mation reported by all entities associated with OPEB transactions will enhance
the understandability and usefulness of OPEB information to users of govern-
mental financial reports. Therefore, many of the measurement and disclosure
requirements of the two Statements are the same or closely related.

Overview

B3. The requirements of this Statement reflect a decision of the Board, in-
formed by an expanded conceptual framework, to adopt an approach to ac-
counting and financial reporting for OPEB that is broader than the funding-
based model of Statement 45, which is based on the prior accounting and
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financial reporting for pensions established in Statement 27. Taking into con-
sideration the conceptual framework and modifications made to the accounting
and financial reporting model for pensions in Statement 68, the Board applied
an approach to the consideration of OPEB that focuses on the effects of all
transactions and events that create or modify an employer’s obligations for
OPEB.

B4. The accounting and financial reporting approach required by this State-
ment reflects the underlying notion that OPEB is a form of compensation
provided to employees in exchange for the services they provide to a govern-
ment. In the Board’s view, the nature of that employment relationship is long
term—spanning the employee’s career. The requirements of this Statement,
therefore, incorporate provisions intended to reflect the effects of transactions
and events related to OPEB in the measurement of employers’ liabilities for
OPEB, recognition of OPEB expense, and reporting of deferred outflows of
resources and deferred inflows of resources related to OPEB in a manner
consistent with that long-term view of the relationship of the employer and the
employee. The provisions also reflect the Board’s view of (a) the relationships
of employers to the OPEB plans (and the trusts, if any, that are used to
administer them) through which assets dedicated to OPEB may be accumu-
lated and managed; (b) the role of investment earnings in providing assets to
satisfy employer obligations in circumstances in which OPEB is provided
through plans that are administered through trusts that meet the criteria in
paragraph 4; and (c) the effects of the involvement of entities other than the
employer, employees, and the OPEB plan on the accounting and financial
reporting for obligations of employers for the OPEB that is provided to their
employees.

B5. A summary of the broad concepts and principles considered by the Board
as it made its decisions reflected in the requirements of this Statement is
presented in paragraphs B6 and B7. Those concepts and principles also are
discussed more specifically in relation to individual issues, as applicable,
throughout this appendix.

Conceptual Framework

B6. The standards in this Statement reflect an accounting and financial report-
ing approach for OPEB that has been informed, first, by considerations identi-
fied in the GASB’s Concepts Statements, including those related to the
following:
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• Objectives of financial reporting—accountability, decision-usefulness, and
interperiod equity (Concepts Statement No. 1, Objectives of Financial Re-
porting, and Concepts Statement 4)

• The various users and uses of information in general purpose external
financial reporting (Concepts Statement 1)

• The definitions of the elements of financial statements (Concepts Statement 4)
• The selection of appropriate methods of communicating information in gen-

eral purpose external financial reports that contain basic financial state-
ments (Concepts Statement 3).

B7. Accordingly, the Board’s deliberations of the accounting and financial
reporting issues addressed in this Statement primarily focused on:

• Analysis of (a) the transactions and other events through which an employer
incurs an obligation to employees for OPEB and (b) how the obligation
subsequently is modified

• Consideration of the effects of OPEB-related transactions and other events
on the elements of an employer’s financial statements

• Issues related to providing information used in assessing interperiod equity
(the state in which current-period inflows of resources are sufficient to
finance the current-period cost of services), including costs, and how the
effects of OPEB-related transactions should be measured for accounting
and financial reporting purposes in the governmental environment

• Evaluation of the need for additional information to understand amounts
recognized in the employer’s financial statements or to place those amounts
into an appropriate context.

Long-Term Nature of Governments

B8. One of the distinguishing characteristics of state and local governments is
their potential for longevity. As discussed in the GASB’s White Paper, Why
Governmental Accounting and Financial Reporting Is—and Should Be—
Different (2013), one of the effects of the longevity of governments on account-
ing and financial reporting is that accounting information generally is not used
to answer questions about whether governments will continue to exist. Rather,
it is used for insight into “the sustainability of the level of services provided and
the ability to meet future levels of demand for services. As a result, govern-
mental financial statements generally emphasize the allocation of resources to
government programs, the determination of the cost of services, and providing
a longer term view of operations. The longer term view of operations of
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government is consistent with focusing on trends in operations, rather than on
short-term fluctuations . . .” (page 5). Cost-of-services information also is
essential to the objectives of financial reporting discussed in Concepts State-
ment 1, including helping financial report users assess the degree to which
interperiod equity has been achieved. The Board’s deliberation of issues re-
lated to employer accounting and financial reporting for OPEB—particularly
questions related to measurement of liabilities and recognition of OPEB
expense—reflects consideration of the long-term, ongoing nature of govern-
ments and the importance of information about the cost of services to users of
governmental employer financial statements.

The Employer−Employee Exchange

B9. The accounting and financial reporting requirements established by this
Statement also build on consideration of the implications of a previously estab-
lished conclusion expressed in Statements 45 and 68 that obligations for
postemployment benefits (including OPEB and pensions) arise from an ex-
change between an employer and its employees of salaries and benefits for
employee service each period. The most prominent implication of that conclu-
sion is that an employer incurs an obligation to its employees for OPEB as a
result of the employment-exchange transactions. The Board’s perspective that
those transactions should be viewed in the context of an ongoing, career-long
employment relationship has implications related to the measurement of the
employer’s OPEB liability and recognition of OPEB expense. Those implica-
tions are discussed more fully in paragraphs B41−B92 and para-
graphs B95−B103.

Financial Reporting Focus

B10. As noted above, the objective of this Statement is to establish standards
of accounting and financial reporting for OPEB. The Board concluded that it is
not within the scope of its activities to set standards that establish a specific
method of financing OPEB (that being a policy decision for government officials
or other responsible authorities to make) or to regulate a government’s com-
pliance with the financing policy or method it adopts. Accordingly, the Board
established standards in this Statement within the context of accounting and
financial reporting, not within the context of the funding of OPEB.
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B11. The Board believes that accounting and financial reporting for OPEB
necessitates a focus broader than funding. An employer’s contribution to a
defined benefit OPEB plan is one of many transactions and other events that
create, increase, or decrease the liability for defined benefit OPEB. It appropri-
ately is the focus of employer accounting and financial reporting to account for
and report information about the totality of those transactions and other events.
Therefore, the Board concluded that the funding-based accounting model in
Statement 45, although a major step forward in financial reporting for OPEB at
the time of its issuance, results in incomplete or partial accountability—and, as
a result, limits decision-usefulness—if evaluated within the context of the
objectives of general purpose external financial reporting in Concepts State-
ment 1 and the financial statement elements set forth in Concepts Statement 4.
Although the funding focus would provide information meeting some of those
objectives (such as the uses of financial resources and how a governmental
entity financed its activities), it provides incomplete information with which to
assess (a) whether current-year revenues were sufficient to finance current-
year services, (b) the cost of services of the governmental entity, or (c) the
financial position and economic condition of the governmental entity. In addi-
tion, the Board concluded that the approach employed by this Statement better
addresses the objective of assisting financial statement users to assess
whether an employer’s revenues have been adequate to pay for its cost of
services in a given period as compared to a funding-based approach. That
approach considers how the consumptions and acquisitions of an employer’s
net position (as defined in Concepts Statement 4) associated with OPEB-
related events each year affect the cost of government services in the current
and future periods.

B12. The Board also recognizes that there will be a transition period during
which users of employers’ financial statements will need to adjust the way in
which they interpret the amounts reported about defined benefit OPEB be-
cause, under the requirements of this Statement, employers will report OPEB-
related information measured differently than it has been measured for account-
ing purposes in the past. During that period, some users of employer financial
reports that are accustomed to having only funding-based information may
question how information in employer financial reports is different from the
funding measures traditionally reported. However, the Board concluded that
measures other than those traditionally presented related to funding bench-
marks are necessary to improve accountability for the employer obligations that
are created through the employment exchange and through other subsequent
transactions and other events and that the presentation of those measures
ultimately will result in additional clarity and a better framework of information to
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support users’ understanding of an employer’s decisions related to OPEB. The
Board also notes that users will have the experience of modifying the way in
which they interpret similar amounts reported about defined benefit pensions
prior to the implementation of this Statement for OPEB.

Scope and Applicability

B13. This Statement addresses issues related to accounting and financial
reporting for OPEB that is provided through defined benefit OPEB plans or
defined contribution OPEB plans. As discussed in paragraph B9, the Board
believes an employer has an obligation for OPEB as a result of the exchange
between the employer and its employees of salaries and benefits for services.
The Board concluded that this obligation is created regardless of the policy an
employer has to accumulate assets to subsequently pay the OPEB.

B14. Based on the Board’s conclusion that an employer’s obligation for OPEB
is present regardless of whether the OPEB is provided through a plan that is
administered through a trust that meets the criteria in paragraph 4 of this
Statement, this Statement requires that all employers that provide OPEB
measure OPEB obligations using the same overall approach, with modifica-
tions only for differences associated with the ability to accumulate net position
in OPEB plans that are administered in different ways. With regard to defined
benefit OPEB provided through insured plans, the requirements of Statement
45 generally have been carried forward to this Statement.

B15. In addition to issues related to employer accounting and financial report-
ing for OPEB, this Statement includes requirements related to accounting for
certain forms of OPEB-related financial assistance provided to employers by
nonemployer contributing entities. The Board’s consideration of those issues is
discussed more fully in paragraphs B153−B162.

B16. This Statement also includes guidance for accounting and financial re-
porting for defined contribution OPEB. Considerations related to the definition
of defined contribution OPEB and related accounting and financial reporting
requirements are discussed in more detail in paragraph B152.
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Employers That Provide Defined Benefit OPEB

Origin of the Obligation for OPEB

B17. In developing a foundation for the requirements in this Statement, the
Board affirmed a conclusion previously expressed in Statements 45 and 68
about the origin and substance of postemployment benefits. That is, OPEB and
pensions are components of exchange transactions—between an employer
and its employees—of salaries and benefits for employees’ services. OPEB
and pensions are provided to an employee—on a deferred-payment basis—as
part of the total compensation package offered by an employer for employee
service each financial reporting period. Even though the employer and employ-
ees have agreed that a portion of the total compensation for those services, in
the form of OPEB, will be paid later (when the employees are no longer in active
service), the employer receives full value from the employment exchange each
period in the form of employee service. Therefore, the Board concluded that as
a result of the employment exchange each year, an employer incurs an
obligation to its employees for OPEB, as defined in paragraph 18 of Concepts
Statement 4—“a social, legal, or moral requirement, such as a duty, contract, or
promise that compels one to follow or avoid a particular course of action”
(footnote omitted). The event that gives rise to the obligation (in this case, the
provision of service by the employee) has occurred. To the extent that this
obligation has not been satisfied through the payment of benefits, the transfer
of the obligation to an insured plan (as that term is used in this Statement), the
purchase of allocated insurance contracts, or the accumulation of assets in a
trust that meets the criteria in paragraph 4 of this Statement, this obligation is
a present obligation of the employer.

B18. The Board also considered whether the presence of a legal obligation for
an employer to provide OPEB is a prerequisite for requiring the employer to
recognize an OPEB obligation. The research that was conducted about the
characteristics of OPEB obligations that are recognized in financial statements
of state and local governments showed that many arrangements are not
guaranteed. However, consistent with the discussion in paragraph 18 of Con-
cepts Statement 4, the Board believes that a legal requirement does not have
to exist to create an obligation for OPEB of an employer for financial reporting
purposes. The Board concluded that a duty or promise of the employer to
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provide the OPEB is the condition necessary for an obligation for OPEB to exist
for financial reporting purposes. Considerations related to recognizing obliga-
tions that are not legal obligations are discussed in more detail in paragraphs
B24 and B25.

B19. Some respondents to the Exposure Draft disagreed with the view that the
origin of employers’ obligations for OPEB is the employment exchange in
circumstances in which OPEB is provided through a cost-sharing plan. The
issues raised by those respondents are discussed more fully in para-
graphs B108−B121.

Relationships of Various Entities to the Obligation for OPEB

B20. In addition to the employer−employee relationships from which an em-
ployer’s obligation to its employees for OPEB arises, a trust that meets the
criteria in paragraph 4 of this Statement might be created to accumulate and
manage assets dedicated for OPEB and to pay the benefits to inactive employ-
ees (or their beneficiaries) when due. In these circumstances, an employer’s
relationship with a defined benefit OPEB plan relative to the accumulation of
assets for OPEB might be characterized by the adoption of a program (actual
or presumed) of systematic annual employer contributions to the OPEB plan in
amounts projected to be sufficient, when added to employee contributions (if
any) and expected earnings on the investment of OPEB plan assets, to provide
for payment of the defined benefit OPEB.

B21. In some circumstances, a nonemployer entity might assume legal respon-
sibility for all or a portion of the contributions to the OPEB plan—a financing
arrangement referred to in this Statement as a special funding situation. (The
implications of the involvement of a nonemployer contributing entity are dis-
cussed in paragraphs B153−B162.) An additional relationship sometimes exists
between the OPEB plan and employees, characterized by active employee
contributions to the OPEB plan and, afterward, the payment by the OPEB plan
of benefits earned by the employees as a result of their services to the
employer.

Consideration of the OPEB Plan’s Fiduciary Net Position

B22. This Statement requires that an employer recognize its obligation for
OPEB net of the amount of the OPEB plan’s fiduciary net position that is
available to satisfy that obligation. The Board also considered the view that the
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employer is responsible for the entire obligation to provide OPEB to employees,
without reduction for the fiduciary net position of the OPEB plan. However, the
Board concluded that view does not appropriately consider the role of the
OPEB plan’s fiduciary net position that is dedicated to the payment of benefits.
That is, to the extent an OPEB plan that is administered through a trust that
meets the criteria in paragraph 4 of this Statement has a positive fiduciary net
position, that net position is a financial resource that can be relied upon for
payment of the benefits, thereby reducing the employer’s expected sacrifice of
resources for those benefits.

B23. The Board also considered the employer’s obligation for OPEB if the
employer provides OPEB through an OPEB plan that is not administered
through a trust that meets the criteria in paragraph 4 of this Statement. In those
instances, the Board concluded that the nature of the obligation is the same as
discussed in paragraph B22. However, because the Board concluded that no
OPEB plan fiduciary net position exists in an OPEB plan that is not administered
through a trust that meets the criteria in paragraph 4 of this Statement, in that
circumstance, an employer remains responsible for the entire total OPEB
obligation.

The Unfunded OPEB Obligation and the Definition of a
Liability

B24. Concepts Statement 4, paragraph 17, defines the financial statement
element liabilities as “present obligations to sacrifice resources that the gov-
ernment has little or no discretion to avoid.” As discussed in paragraph B17, the
Board concluded that the obligation to sacrifice resources for OPEB is a present
obligation because it was created as a result of employment exchanges that
already have occurred. Some respondents to the Exposure Draft disagreed that
OPEB should be recognized as a liability in circumstances in which OPEB is not
a legal liability. Those respondents believe that the ability of the employer to
change the benefits offered prior to the period in which the benefits will be
provided allows the government discretion to avoid OPEB-related payments.

B25. The Board acknowledges that in some circumstances, OPEB is not a
legal or contractual obligation of the employer and, as a result, the benefits, or
eligibility to receive the benefits, may change in the future. However, the Board
believes that an employer has a constructive obligation for OPEB because of
the understanding by employees that there is a promise of a benefit to be
received in the future in exchange for their current services. The Board also
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notes that the phrase “little or no discretion to avoid” in Concepts Statement 4
was not intended to imply that the obligation does not meet the definition of a
liability if there is some possibility of changing the amount of resources needed
to satisfy an obligation. The Board believes that reducing OPEB potentially
results in adverse consequences for the employer or increases other compen-
sation costs even if the benefits are constructive obligations. Therefore, the
Board determined that it would be inappropriate to limit an employer’s liability to
the legal obligation. Rather, the Board concluded that future reductions of
benefits previously received in exchange transactions should be viewed as
transactions of future periods to be accounted for in those future periods should
they materialize.

Criterion for Recognition of the OPEB Liability

B26. To qualify for recognition in basic financial statements, Concepts State-
ment 3 states that an item of information that is an element of basic financial
statements should be measurable with sufficient reliability for that purpose. In
Statement 68, the Board determined that an employer’s obligation for pensions
could be estimated with sufficient reliability to be recognized in basic financial
statements. In the view of some respondents to the Exposure Draft, the degree
of estimation involved in determining an employer’s liability for OPEB, including
assumptions that are not used in the estimation of pension liabilities, such as
the healthcare cost trend rate, and, in some circumstances, the lack of specific
benefit terms results in a measure of an employer’s liability for OPEB that is not
sufficiently reliable to be recognized. In developing this Statement, the Board
considered similarities and differences between pensions and OPEB and the
assumptions necessary to measure each of the transactions to determine
whether an employer’s obligation for OPEB is measurable with sufficient
reliability.

B27. Because OPEB and pensions might not be paid until many years in the
future, assumptions about future events are necessary to measure a related
liability. Those future events generally will not occur exactly as expected. The
Board concluded that although the assumptions made in measuring the OPEB
liability might vary from actual events, that fact alone is not sufficient to consider
the estimates based on those assumptions to be unreliable. In the Concepts
Statement 1 discussion of reliability, it is noted that reliability does not indicate
certainty or precision of an estimate. Rather, the characteristic of reliability
indicates that information is free from bias, is a faithful representation of what it
purports to represent, is comprehensive, and is not misleading. Therefore,
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provided that the estimates and assumptions used in determining the OPEB
liability are not selected with a desired outcome in mind (that is, they are free
from bias), there is no reason to conclude that because the actual result may be
different from the estimate, the estimate is not a faithful representation, is not
comprehensive, or is misleading. To provide users of the financial statements
with an understanding of the level of uncertainty associated with those
amounts, the Board required disclosures in this Statement about the estimates
and assumptions used in determining reported amounts. (Those disclosures
are discussed in paragraphs B125−B128.)

B28. In particular, the Board considered the selection of the healthcare cost
trend rate assumption to be used in the measurement of the liability for
postemployment healthcare benefits. Feedback received from members of the
project task force indicated that the healthcare cost trend rate is the most
difficult assumption to develop in the measurement of the total OPEB liability.
The potential to discover new medicines and create more effective medical
procedures, as well as the extent of the impact of such developments on future
costs, are unknown. However, similar to other assumptions, the Board con-
cluded that if the selection of a healthcare cost trend rate is free from bias, an
OPEB liability measure that is developed using that assumption can be a
faithful representation of the estimate of an employer’s expected sacrifice of
resources for OPEB.

B29. The Board also considered whether potential volatility in the measure of
an employer’s OPEB liability suggests that it is not measurable with sufficient
reliability to be recognized. The Board recognizes that for benefits provided
through an OPEB plan that is administered through a trust that meets the
criteria in paragraph 4 of this Statement, the use of fair value measures for
OPEB plan investments has the potential to result in changes in the net OPEB
liability that might be significant from period to period. However, the Board
believes that short-term volatility in the fair value of OPEB plan investments
reflects the events that occur in each financial reporting period. Within the
context of (a) a longer term view of the transactions and other events that affect
the measurement of the net OPEB liability and (b) the objective of providing
information to assess interperiod equity, the short-term effects of changes in fair
value are appropriately addressed through consideration of issues related to
OPEB expense. (Those issues are discussed in paragraphs B104 and B105.)

B30. In addition, the Board considered the reliability of the measure of the
OPEB liability in circumstances in which the liability is a constructive liability
rather than a legal liability. As discussed above, the Board believes that even if
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an employer does not have a legal liability for OPEB, the employer might have
a constructive liability to provide OPEB based on the promise of benefits that
will be paid to the employee in a future period. Although a constructive liability
might have a higher probability of changes resulting from future amendments to
the benefit terms than would a legal liability, the Board believes that until the
benefit terms are changed, the employer has a constructive liability under the
current benefit terms and the measurement of that liability is sufficiently reliable
to be recognized for financial reporting purposes.

Circumstances in Which the OPEB Plan’s Fiduciary Net
Position Is Greater Than the Total OPEB Liability

B31. This Statement requires that in circumstances in which the amount of the
OPEB plan’s fiduciary net position exceeds the total OPEB liability as of the
measurement date, an employer recognize a net OPEB asset. The classifica-
tion of such balances as an asset in the employer’s financial statements is
consistent with the conclusions reached by the Board in Statement No. 65,
Items Previously Reported as Assets and Liabilities, and affirmed in Statement
68 in relation to circumstances in which the amount of a pension plan’s fiduciary
net position exceeds the total pension liability. Paragraph 51 of the Basis for
Conclusions of Statement 65 discusses the Board’s views as follows:

In reaching its decision on circumstances in which a pension
plan’s net position exceeds the total pension liability, the Board
considered the definition of an asset [Concepts Statement 4]. With
regard to one of the principal features of an asset—present service
capacity—the Board noted that the relationship between the em-
ployer and its employees is an ongoing one in which employees are
expected to accrue additional pension benefits as they provide
services in future periods. Therefore, an excess of pension plan net
position represents present service capacity on the part of the
employer that can be used to “pay” future pension benefits to
employees for services that they will provide in the future. With
regard to the other principal feature of an asset—control—the
Board acknowledges that the excess pension plan net position is
not under the direct control of the employer government. However,
because the employer can use the excess net position to effectively
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reduce future pension benefit accruals, the Board believes that
circumstance is similar to a prepayment. Therefore, the Board
concluded that the employer government indirectly has control of
future service capacity.

Number of Defined Benefit OPEB Plans

B32. Some respondents noted that the Exposure Draft included provisions
addressing the determination of the number of defined benefit OPEB plans in
circumstances in which OPEB is provided through a plan administered through
a trust that meets the criteria in paragraph 4 but that similar provisions were not
included for circumstances in which an OPEB plan is not administered through
a trust that meets the same criteria. The Board concluded that specific guidance
is not needed for that circumstance because the focus of the determination of
the number of plans is on restrictions associated with assets that are held for
OPEB and if the assets are not held in a trust that meets the specified criteria,
such restrictions generally do not exist.

Measurement of the Defined Benefit OPEB Liability

B33. Measurement of the total OPEB liability, on which the OPEB liability
recognized by employers for defined benefit OPEB that is not provided through
an insured plan is based, requires the use of assumptions about numerous
future events that affect the benefit payments that will be made to employees
after their employment ends. For example, not known with absolute certainty
are the number of employees who will be eligible for OPEB, the dates their
employment will end, the number of years they or their survivors will receive
benefit payments, and similar factors that also affect the total amount of benefit
payments that will be made. Although the total stream of benefit payments
cannot be known with absolute certainty (either for an individual or for the group
of employees covered under the benefit terms) until the last payment is made,
those benefit payments, as well as the portion of those payments attributable
to each period of the employee’s service (service cost), can be estimated. As
previously discussed, estimating future benefit payments requires the applica-
tion of assumptions. To enhance consistency in measurement and compara-
bility of the resultant recognized OPEB measures among employers, this
Statement requires that Actuarial Standards of Practice (ASOPs) be applied in
developing assumptions and establishes additional requirements for the meas-
urement of the total OPEB liability. These additional requirements include
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considerations related to timing and frequency of the measurements, the
projection of benefit payments, the determination of a discount rate in certain
circumstances, and the application of a specified actuarial cost method to
assign service costs to periods.

Timing and Frequency of Measurements

B34. For defined benefit OPEB that is not provided through an insured plan,
this Statement requires an employer to report an OPEB liability that is meas-
ured as of a date no earlier than the end of its prior fiscal year and no later than
the end of its current fiscal year (the measurement date). The total OPEB
liability as of the measurement date is required to be determined by an actuarial
valuation as of that date or through the use of procedures to update to the
measurement date the results of an actuarial valuation as of a date no more
than 30 months and 1 day prior to the employer’s fiscal year-end. Employers
that apply the provisions of this Statement for the alternative measurement
method are subject to the same timing requirements as those who obtain
actuarial valuations. The Board believes that measurement as of the employ-
er’s year-end is, conceptually, the correct approach for financial reporting
purposes—amounts recognized and reported as of the year-end also should be
measured as of that date. However, in response to due process documents on
pensions that led to Statement 68, concerns were expressed by some stake-
holders about the practical challenges that would be associated with meeting
such a requirement. OPEB measurements present similar practical challenges.
Those challenges include the potential for additional delays in financial report-
ing and, for OPEB that is provided through OPEB plans that are administered
through trusts that meet the criteria in paragraph 4, the additional time, effort,
and cost with requiring, at potentially multiple dates each fiscal year,
(a) verifiable values for certain investments, (b) closing procedures equivalent
to year-end closing procedures, and (c) audit procedures performed on the
information. Therefore, the Board concluded that flexibility should be provided
with regard to the timing of the measurement of the OPEB liability reported in
an employer’s financial statements, and this Statement includes the same
requirements related to the timing and frequency of OPEB measurement as is
required for pensions in Statement 68. The Board believes that the approach
permitted by this Statement will mitigate those challenges. To support that
reporting approach, in circumstances in which the measurement date differs
from the employer’s reporting date and significant changes occur between the
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measurement date and the reporting date, this Statement requires that the
employer disclose information about the nature of the change and, if known, an
estimate of the financial impact of the change on the OPEB liability.

B35. Some respondents to the Exposure Draft disagreed that OPEB provided
through OPEB plans that are not administered through trusts that meet the
criteria in paragraph 4 should apply the same timing of measurements of the
total OPEB liability as permitted for OPEB administered through OPEB plans
that are administered through trusts that meet the criteria in paragraph 4. Those
respondents believe that in circumstances in which OPEB is provided through
OPEB plans that are not administered through trusts that meet the criteria in
paragraph 4, it is not necessary to permit the use of a measurement date that
is not the date of the employer’s financial statements because there are no plan
assets and, therefore, no challenges associated with obtaining information
about the plan’s fiduciary net position. Instead, those respondents believe that
the measurement of the total OPEB liability in those circumstances should be
as of the end of the employer’s fiscal year. However, the Board believes that
the option to use a date that is different from the employer’s fiscal year-end
provides additional relief from potential challenges associated with measuring
the total OPEB liability that could affect timely financial statement issuance.
Therefore, the Board concluded that this Statement should permit the total
OPEB liability of an employer that provides OPEB through an OPEB plan that
is not administered through a trust that meets the criteria in paragraph 4 to be
measured as of a date other than the employer’s fiscal year-end, provided that
it is no earlier than the end of the employer’s prior fiscal year and no later than
the end of the employer’s current fiscal year.

B36. With regard to the use of update procedures, the Board believes that an
actuarial valuation as of the measurement date would result in the best esti-
mate, or most faithful representation, of the total OPEB liability. In addition, it
acknowledges that there is potential for measures developed through the use
of update procedures to roll forward amounts that result from an actuarial
valuation as of a date other than the employer’s measurement date to be
different from the measures that would be obtained in an actuarial valuation as
of that date. However, the Board is sensitive to the additional cost associated
with annual actuarial valuations (see the discussion in paragraph B37) and the
possibility that, for practical purposes, actuarial valuations might not be per-
formed as of the measurement date. Therefore, the Board believes an em-
ployer should be permitted to report using measures based on actuarial valu-
ations as of a date other than its measurement date. However, the Board also
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believes that if an actuarial valuation is not obtained as of the employer’s
measurement date, additional procedures to update the results of an earlier
actuarial valuation to the measurement date are necessary to result in mean-
ingful financial statement presentation.

B37. With regard to the minimum frequency of actuarial valuations for financial
reporting purposes, the Exposure Draft proposed that actuarial valuations be
obtained at least biennially to measure the total OPEB liability. The same
minimum frequency requirements were proposed for measurements using the
alternative measurement method. Some respondents to the Exposure Draft
suggested other minimum frequencies of measurement based on the size of
the employer, such as that which was allowed in Statement 45. In Statement 45,
triennial measurements are permitted to determine the annual required contri-
bution for defined benefit OPEB provided through OPEB plans with fewer than
200 plan members. Although the Board expressed sensitivity to concerns
related to the potential for increased costs as a result of additional measure-
ments that would result from biennial actuarial valuations for employers with
fewer than 200 plan members, the Board concluded that the significance of
information about OPEB in an employer’s financial report does not differ based
upon the size of the employer and necessitates actuarial valuations or calcu-
lations using the alternative measurement method at least biennially. Addition-
ally, this Statement includes a requirement that the effects of significant
changes that occur between the actuarial valuation date and the employer’s
measurement date be considered when determining the extent of procedures
needed to update the measurement to the employer’s measurement date.
Furthermore, consideration should be given to whether a new actuarial valua-
tion is needed if significant changes have occurred between the actuarial
valuation date and the employer’s measurement date. Consequently, the
Board concluded that it is appropriate to permit biennial actuarial valuations for
financial reporting purposes with the encouragement of annual valuations.

Selection of Assumptions

B38. As previously noted, this Statement requires that the assumptions used in
the measurement of the total OPEB liability be selected in accordance with
ASOPs, unless otherwise specified. The Board considered the range of as-
sumptions typically relevant to the measurements that are required by this
Statement and concluded that the broad guidance in ASOPs generally is
focused appropriately on consideration of the specifics of individual employer
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circumstances. The result, therefore, will be measurements that are relevant
and reliable for financial reporting purposes when ASOPs are applied within the
additional accounting-specific requirements established by this Statement.

B39. Some respondents expressed concern that the requirement that was in
the Exposure Draft might be read to permit deviation from the guidance in
ASOPs if the actuary discloses the deviation in a manner that permits the
actuarial communication to remain in compliance with ASOPs. The Board did
not intend for deviations from the guidance in an ASOP to be acceptable for
purposes of applying this Statement. Therefore, this Statement clarifies that for
purposes of selecting assumptions to be used in the measurement of the total
OPEB liability, deviation, as the term is used in ASOPs, from the guidance in an
ASOP is not considered to be in conformity with the requirements of this
Statement for the selection of assumptions.

B40. This Statement and Statement 74 each include a provision, similar to that
in Statements 43 and 45, that the employer and the OPEB plan use the same
assumptions when presenting measures of the same or similar information.
The Board recognizes that some employers will be highly dependent upon
OPEB plans for portions of the information needed to prepare their financial
statements and that there are practical issues related to the selection of
assumptions for purposes of measuring information that is included in more
than one entity’s financial report. However, the Board concluded that it would
not be appropriate for the GASB to identify one entity (either the employer or
the OPEB plan) as having authority over the measurement process at the
exclusion of the other.

Projection of Benefit Payments

B41. For defined benefit OPEB not provided through insured plans, this State-
ment requires that the total OPEB liability include all benefits to be provided in
accordance with the benefit terms and any additional legal agreements to
provide benefits that are in force at the measurement date. Although some
OPEB plans may have a formal plan document that sets forth the benefit terms,
the Board recognizes that many OPEB plans might not have a written docu-
ment or, if a document exists, it might describe the benefits in very broad terms.
The Board believes that in those instances, the projection of benefit payments
for OPEB should be based on the terms as they are understood by the
employer and employees—that is, on the substantive plan as of the measure-
ment date. The written document and other communications between employ-
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ers and employees should be used in determining the benefits that constitute
the substantive plan. Some respondents to the Exposure Draft requested that
changes to the substantive plan after the measurement date but before the
completion of the actuarial valuation be included in the projection of benefit
payments. The Board concluded that such changes should not be included in
the projection of benefit payments because they occurred subsequent to the
measurement date of the total OPEB liability.

Sharing of benefit-related costs

B42. For purposes of projecting benefit payments, this Statement carries
forward from Statement 45 a requirement to consider the established pattern of
sharing benefit-related costs with benefit recipients. For example, benefit pay-
ments might be defined as partial payment by the employer of annual health-
care costs, with the inactive employee required to pay the healthcare costs in
excess of the employer’s payments. The Board concluded that, in circum-
stances in which an inactive employee pays a portion of the total benefit-related
costs, the portion of the total benefit-related costs that should be included in the
projection of benefit payments on which the employer’s OPEB liability is based
is only the portion of those costs expected to be paid by the employer. The
Board also concluded that application of professional judgment might be nec-
essary to determine the extent to which the employer is expected to provide
benefits, depending on the type of OPEB offered. In circumstances in which
benefit-related costs are shared with inactive employees, the Board believes
that an established pattern of practice of sharing benefit-related costs with
inactive employees should be one aspect of that determination.

Taxes and other assessments

B43. This Statement includes a requirement to include in projected benefit
payments taxes or other assessments expected to be imposed on benefit
payments. That provision would include taxes such as the excise tax that the
Patient Protection and Affordable Care Act established on employer-provided
health insurance benefits in excess of a defined threshold beginning in calendar
year 2018. The requirement is similar to the requirements in Statement No. 16,
Accounting for Compensated Absences, for salary-related payments associ-
ated with compensated absences. Statement 16 requires that the measure-
ment of compensated absences liabilities include salary-related payments,
including social security and Medicare taxes, that are “directly and incremen-
tally associated with payments made for compensated absences on termina-
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tion” (paragraph 11; emphasis removed). Some respondents to the Exposure
Draft disagreed that taxes or other assessments should be included in projected
benefit payments. Those respondents expressed concern that currently there
are no taxes or other assessments on providing health insurance benefits and,
in their view, employers may adjust benefits provided to avoid being assessed
a tax on benefit payments prior to the effective date of the excise tax estab-
lished by the Patient Protection and Affordable Care Act. In addition, some of
those respondents noted that final guidance on the administration of the excise
tax collection has not been issued by the Internal Revenue Service. Other
respondents requested that the Statement specifically refer to the excise tax on
employer-provided health insurance benefits established by the Patient Protec-
tion and Affordable Care Act.

B44. The Board believes that taxes or assessments that are directly and
incrementally associated with the payment of OPEB are similar to salary-related
payments for compensated absences. Therefore, the Board concluded that
taxes and other assessments that are associated with OPEB payments should
be reported as a cost of government services in the periods in which the
employees provide services to the government rather than in the periods in
which the benefit payments are received. The Board also concluded that the
excise tax established by the Patient Protection and Affordable Care Act should
not be specifically cited in the requirements for the projection of benefit pay-
ments. The Board was concerned about the potential need to issue an amend-
ing Statement in the future if such a reference became obsolete.

B45. The Board also recognizes that benefit terms may be amended as a result
of the economic effects of the excise tax established by the Patient Protection
and Affordable Care Act, or other similar actions in the future, potentially
changing the pattern of sharing of benefit-related costs. However, the Board
believes that the effects of such changes first should be considered in the
projection of benefit payments at the time the changes are communicated to
employees as part of the substantive plan.

B46. The Board also concluded that the rates required to be used in projecting
the taxes or assessments on benefit payments should be those in effect at the
measurement date, or if different rates have been approved for future periods,
the enacted rates associated with those future periods. The Board believes that
using those rates in the projection of the taxes are an objective best estimate
of the ultimate amount of taxes that will be paid on the projected benefit
payments.
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Medicare benefits

B47. This Statement includes a requirement to project benefit payments based
on the substantive plan of OPEB offered by the employer. The Board affirmed
the conclusions in Technical Bulletin No. 2006-1, Accounting and Financial
Reporting by Employers and OPEB Plans for Payments from the Federal
Government Pursuant to the Retiree Drug Subsidy Provisions of Medicare
Part D, that payments received pursuant to the retiree drug subsidy provisions
of Medicare Part D are part of the substantive OPEB plan. In contrast, the
Board concluded that Medicare benefits that an employer is providing as a
conduit for the federal government, such as through an Employer Group Waiver
Plan in which eligible employees are enrolled in Medicare Part D, are not part
of the substantive OPEB plan offered by the employer because the federal
government is primarily responsible for and has assumed the risks associated
with providing the benefits. The Exposure Draft attempted to clarify which types
of benefits would be considered part of the substantive OPEB plan.

B48. Some respondents disagreed with the Exposure Draft proposal relative to
which types of benefits are considered part of the substantive OPEB plan
offered by the employer. Other respondents raised concerns that the examples
that described which benefits are considered part of the substantive OPEB plan
made the requirements unclear. The Board continues to support the conclu-
sions in Technical Bulletin 2006-1 and, therefore, carried forward the require-
ments of the Exposure Draft. However, the Board agreed with respondents that
the presence of the examples potentially was confusing and determined that
the requirements of this Statement, together with the requirements of Technical
Bulletin 2006-1, provide the essential guidance and are sufficiently clear without
the additional examples.

Use of age-adjusted premiums

B49. This Statement carries forward the notion from Statement 45 that the
projection of benefit payments should be based on claims costs, or age-
adjusted premiums approximating claims costs. The research conducted prior
to this project found that some employers are required by law, and some
voluntarily choose, to provide inactive employees with the ability to retain health
insurance coverage at the same premium rate charged for active employees.
Generally, the inclusion of inactive employees in the same pool as active
employees for purposes of determining health insurance rates for the pool
increases the blended premium rate charged for each active employee in the
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pool. This increase is a result of the relationship between healthcare claims
costs and age. However, if active and inactive employees are segregated into
separate pools and premiums are calculated for each pool, the blended pre-
mium rate for active employees generally would be lower than the blended
premium rate for inactive employees. Therefore, if an employer provides inac-
tive employees with the opportunity to participate in the same health insurance
pool as active employees, the premiums paid for coverage of active employees
are higher than what the premiums would be if the active employees were rated
separately. The total amount by which the premiums are higher for active
employees when they are pooled with inactive employees than when the active
employees are separately rated, is sometimes referred to as an implicit rate
subsidy in relation to the benefits for the inactive employees. The Board
believes the difference in premiums if there is an implicit rate subsidy might be
significant and that the blended premium does not reflect (a) the actual cost of
providing the current benefit to the active employees (by overstating the costs
incurred during the period) and (b) the cost of the OPEB (the future benefit
payments) provided to active employees as part of the current-period employ-
ment exchange (by not attributing any costs to the current period). Therefore,
this Statement requires that claims costs, or age-adjusted premiums approxi-
mating claims costs, be used to project benefit payments.

B50. Some respondents to the Exposure Draft disagreed that projected benefit
payments should be based on claims costs, or age-adjusted premiums approxi-
mating claims costs. Those respondents generally believe that the cost of
providing healthcare insurance coverage should be viewed as the blended
premium if the same premium is charged to both active and inactive employ-
ees. Some of those respondents analogized the blended premium in circum-
stances in which an employer is purchasing healthcare insurance coverage
through an insurance pool to an employer’s contribution requirements in a
cost-sharing OPEB plan and noted that the only resources the employer is
expected to sacrifice are for the blended premium. The Board believes that the
projected benefit payments should be based on age-adjusted premiums as
required by ASOPs. The Board also believes that there is no guarantee that the
current premium structure of an insurance pool will exist in the long term or that
the employer will be allowed to continue to purchase benefits in the pool.
Therefore, the Board believes that projected benefit payments should be based
on claims costs or age-adjusted premiums approximating claims costs.

B51. The Board also considered the exception included in Statement 45 to the
requirement to use age-adjusted premiums in the projection of OPEB pay-
ments. This exception, based on paragraph 3.4.5 of ASOP No. 6, Measuring
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Retiree Group Benefit Obligations, as adopted by the Actuarial Standards Board
and in place at the time Statement 45 was issued, allowed an employer, to the
extent permitted by ASOPs, to use unadjusted premiums in the projection of
OPEB payments if the employer participates in a community-rated plan, as
defined in the then-current ASOP 6. The Board further specified in Statement
45 that this exception could be applied only if “premium rates reflect the
projected health claims experience of all participating employers rather than
that of any single participating employer, and the insurer or provider organiza-
tion charges the same unadjusted premiums for both active employees and
retirees . . .” (paragraph 13a(2)).

B52. As discussed in paragraph B38, certain aspects of the measurement of
an employer’s total OPEB liability for financial reporting purposes are required
to be consistent with the guidance in ASOPs. However, actuarial standards
change over time. During the deliberations on this project, the Actuarial Stand-
ards Board issued a revised ASOP No. 6, Measuring Retiree Group Benefits
Obligations and Determining Retiree Group Benefits Program Periodic Costs or
Actuarially Determined Contributions. In the revised ASOP 6, the Actuarial
Standards Board specifies that, with limited exceptions, “the actuary should
reflect the full age-specific cost, including the implicit subsidy, regardless of the
size of the group being valued” (paragraph 3.7.7b). To alleviate potential
inconsistencies between accounting and financial reporting standards and the
guidance in ASOPs, the GASB decided that this Statement should permit the
use of unadjusted premiums in the projection of benefit payments for financial
reporting purposes only to the extent permitted by the guidance in ASOPs and
concluded that additional examples of circumstances in which that approach
would be permitted should not be included in this Statement.

B53. Similar to the requirement for selection of assumptions in conformity with
ASOPs, the Board did not intend for deviations from the guidance in an ASOP
to be acceptable for purposes of applying the requirement to base the projec-
tion of benefit payments on claims costs, or age-adjusted premiums approxi-
mating claims costs. Therefore, this Statement includes a clarification of that
requirement.

Caps on benefit payments

B54. This Statement carries forward the requirement included in Statement 45
that an employer consider in the projection of benefit payments an effective
legal or contractual cap on the benefit payments. The Board concluded that a
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legal or contractual cap on the benefit payments communicates a limit on the
benefits to be provided and, therefore, is a part of the substantive plan. The
Board also believes that the limitation imposed by a legal or contractual cap
only should be considered if the cap is determined to be effective based on
whether there is a pattern of enforcing the cap in the past, as well as other
appropriate factors. The Board concluded that, unless available evidence sug-
gests otherwise, if a cap is not enforced and maintained, an expectation that the
cap will not be enforced or will continue to be modified in the future is part of the
substantive plan. Some respondents questioned whether a cap on employer
contributions would be treated in the same manner as a cap on benefit
payments. The Board concluded that caps on contributions are not equivalent
to caps on benefit payments because a cap on contributions is not part of the
definition of benefits to be provided in accordance with the current substantive
plan, nor is it a part of the established pattern of practice with regard to the
sharing of benefit-related costs with plan members. Therefore, the Board
concluded that a cap on contributions should not be considered in the projection
of benefit payments until such a cap is enforced and thereby begins to alter the
established pattern of sharing of benefit-related costs. Considerations related to
the sharing of benefit-related costs are discussed in paragraph B42.

Administrative costs

B55. Some respondents to the Exposure Draft expressed concern that the
definition of projected benefit payments does not include administrative ex-
penses. Those respondents noted that ASOP 6 requires consideration of
administrative expenses in measuring OPEB obligations for other purposes.
The Board concluded that administrative costs incurred during a period as a
result of making benefit payments are OPEB expense; however, those costs
should not be projected in determining the total OPEB liability that is accrued as
a result of the employment-exchange transaction. To avoid potential confusion
relative to the treatment of administrative costs, the Board decided to clarify in
this Statement that projected benefit payments should exclude administrative
costs associated with providing OPEB.

Other projection issues

B56. In addition to the items previously discussed, this Statement requires the
projection of benefit payments to reflect the effects of (a) automatic postemploy-
ment benefit changes, including automatic cost-of-living adjustments (COLAs);
(b) projected ad hoc postemployment benefit changes, including ad hoc
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COLAs, if those changes are substantively automatic; (c) projected salary
changes, in circumstances in which the OPEB formula incorporates future
compensation levels; and (d) projected service credits, for purposes of deter-
mining an employee’s probable eligibility for benefits and for projecting benefit
payments in circumstances in which the OPEB formula incorporates years of
service. As previously discussed, similar to the requirements for the projection
of pension benefit payments in Statement 68, the Board concluded that OPEB
accounting should reflect the expectation of an ongoing employment relation-
ship between the employer and the employee. Under this view, the effects of
future events that are expected to impact the ultimate payment of benefits to the
employee are considered to be associated with the overall career-long relation-
ship and are taken into consideration in measuring the service costs of the
individual periods of employment that constitute an employee’s expected ca-
reer. In this way, each individual employment period reflects a portion of the
effects of future events, and the service costs of past employment periods—
including portions of the effects of future events attributed to those periods—are
viewed to be a measure of the present obligation of the employer.

B57. Some respondents to the Exposure Draft suggested that the projection of
benefit payments for postemployment healthcare benefits exclude the effects of
a healthcare cost trend rate. Those respondents believe that excluding the
effects of a healthcare cost trend rate would decrease the probability that an
employer’s liability for postemployment healthcare benefits would be over-
stated. Those respondents also believe that the resultant measurement of the
total OPEB liability would be less volatile from period to period. The Board
recognizes that an assumed healthcare cost trend rate is an additional assump-
tion for which actual results may vary from the expected results. However, the
Board believes that not including the effects of changes in healthcare costs in
the projection of benefit payments would result in a measurement that does not
reflect the amount expected to be paid in the future for the postemployment
healthcare benefits provided. Therefore, the Board concluded that the total
OPEB liability should include the assumptions related to an assumed health-
care cost trend rate.

Allocated insurance contracts

B58. This Statement requires that OPEB to be provided by means of allocated
insurance contracts (a) for which benefit payments to an insurance company
have been made and (b) through which the employer has irrevocably trans-
ferred to the insurer the responsibility for benefits be excluded from the projec-
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tion of benefit payments for purposes of determining the total OPEB liability.
Because the purchase of an allocated insurance contract transfers to the
insurer the primary obligation for providing the OPEB covered by the contract,
the Board concluded that in the absence of evidence that the employer or the
OPEB plan will be required to sacrifice additional resources for the payment of
the OPEB that is covered by the contract, the employer no longer has an
obligation for OPEB that meets the definition of a liability in Concepts State-
ment 4. Any risk that is retained by the employer for nonperformance by the
insurer would be similar to the nature of a contingency, the recognition of which
is required under existing guidance only if it is probable that the event that will
give rise to the liability will occur and the amount of the loss (liability) can be
reasonably estimated. The Board, however, has required note disclosures
about the use of allocated insurance contracts because it concluded that
information about the contracts is essential to understanding the effects of the
use of such contracts on recognized amounts.

Discount Rate

B59. This Statement requires that for purposes of determining the service cost
component of OPEB expense and the total OPEB liability, projected benefit
payments be discounted to their actuarial present value. The same methodol-
ogy is required for the determination of the discount rate to be used for that
purpose as is required for discounting projected benefit payments for pensions
under Statement 68. The Board believes that the methodology for determining
the discount rate is consistent with the definition of a settlement amount in
Concepts Statement No. 6, Measurement of Elements of Financial Statements,
because the measurement incorporates an amount that is expected to be
realized from the assets that will be used to make projected benefit payments.

B60. The discount rate required by this Statement is the rate that reflects
(a) the long-term expected rate of return on OPEB plan investments that are
expected to be used to finance the payment of benefits, to the extent that the
OPEB plan’s fiduciary net position is projected to be sufficient to make projected
benefit payments and OPEB plan assets are expected to be invested using a
strategy to achieve that return, and (b) a yield or index rate for 20-year,
tax-exempt general obligation municipal bonds with an average rating of AA/Aa
or higher (or equivalent quality on another rating scale), to the extent that the
conditions in (a) are not met.
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B61. As for pensions within the scope of Statement 68, the Board concluded
that this approach to determining the discount rate, which, for OPEB provided
through OPEB plans that are administered through trusts that meet the criteria
in paragraph 4 of this Statement, first considers the long-term expected rate of
return on OPEB plan investments, appropriately reflects the environment in
which governmental employers incur an obligation for OPEB, accumulate
assets in a dedicated trust to satisfy that obligation, and ultimately discharge
that obligation through the payment of benefits from accumulated, dedicated
assets. OPEB obligations are incurred over the career of an employee, and the
employer’s relationship to the employee and the benefit obligation extends
through many periods, including the postemployment period. In addition, gov-
ernmental employers and the OPEB plans that are administered through trusts
that meet the criteria in paragraph 4 are long-lived entities. The Board believes
that discounting using the long-term expected rate of return on OPEB plan
investments, if OPEB plan assets are expected to be invested using a strategy
to achieve that return, reflects the long-term nature of the employer’s OPEB
liability.

B62. The Board believes that the approach required by this Statement—which
incorporates projections of future cash inflows from OPEB plan investment
earnings into the measurement of service cost and the total OPEB liability—is
consistent with its views related to the projection of benefit payments, in which
all reasonably anticipated future events are incorporated into the estimate of the
total obligation that will be incurred by the employer over the course of an
employee’s career. The amounts that are projected to be provided by OPEB
plan investment earnings represent a reduction in the employer’s expected
sacrifice of resources to satisfy the obligation for OPEB. Therefore, if the
potentially significant effect of OPEB plan investment earnings is not considered
in the measurement of the OPEB liability, the Board believes that amounts
recognized by the employer, including the employer’s cost of services associ-
ated with OPEB as it is earned by employees, potentially would be misstated
and would fail to provide information appropriate for use in assessing the
degree to which interperiod equity is achieved.

B63. As previously noted, the Board believes that the long-term expected rate
of return on OPEB plan investments should be used only to the extent that there
are expectations of both (a) fiduciary net position being available in the OPEB
plan and (b) the assets being invested using a strategy to result in that return.
If those conditions are not met, the link between the OPEB plan’s investments
(and earnings on those investments) and OPEB no longer exists. Satisfaction
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of benefit payments that are projected to occur if those conditions are not met
is dependent upon the employer’s other resources. Therefore, to the extent that
those conditions are not met, the Board concluded that the discount rate should
incorporate a liability-based rate.

B64. Beginning at the point at which the OPEB plan’s fiduciary net position
related to current active and inactive employees is not projected to be sufficient
to cover benefit payments to those employees or is not invested in a manner
that reflects the long-term expected rate of return, the Board believes that the
characteristics of the OPEB liability change. The employer’s projected sacrifice
of resources relative to the employment exchange takes on characteristics of a
conventional governmental liability. To provide a discount rate that both reflects
that change and enhances comparability, the Board concluded that a high-
quality municipal bond rate is the best surrogate for the rate implicit in the
exchange. For OPEB provided through OPEB plans that are not administered
through a trust that meets the criteria in paragraph 4 of this Statement, this
requirement results in the use of a high-quality municipal bond rate to discount
all projected benefit payments.

B65. Some respondents to the Exposure Draft disagreed with considering the
long-term expected rate of return on OPEB plan investments in the determina-
tion of the discount rate for OPEB that is provided through an OPEB plan that
is administered through a trust that meets the criteria in paragraph 4 of this
Statement. Some of those respondents believe that the OPEB plan does not
have the ability to earn investment income at the measurement date on
amounts that will be contributed in the future. Other respondents suggested that
there generally are different employer objectives with regard to the accumula-
tion of assets for OPEB than there are with regard to the accumulation of assets
for pensions in that asset accumulation approaches for OPEB are intended to
focus on a shorter period of time than those used for pensions.

B66. After considering those issues, the Board concluded that the discount
rate generally should reflect the long-term expected rate of return on invest-
ments held that are accumulated in a trust that meets the criteria in paragraph 4.
The Board believes that the use of the long-term expected rate of return is
consistent with the long-term nature of the promise to pay benefits and the
accumulation of assets dedicated to the payment of those benefits, regardless
of the policy for funding the benefits or managing the accumulation of OPEB
plan fiduciary net position to make benefit payments. However, the Board
believes that only returns on OPEB plan assets should be considered for this
purpose. Therefore, this Statement limits the use of the long-term expected rate
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of return to OPEB that is provided through OPEB plans that are administered
through trusts that meet the criteria in paragraph 4 of this Statement and,
further, to circumstances in which the OPEB plan fiduciary net position is
expected to be sufficient to make benefit payments and invested in a manner to
achieve such a return.

B67. Some respondents requested additional clarification of certain of the
discount rate requirements in specific circumstances. Some of those respond-
ents were concerned about the use of the long-term expected rate of return on
assets in circumstances in which benefit payments generally are paid from
current contributions or OPEB is financed on a substantially “pay-as-you-go”
basis with a nominal amount of assets held in a trust that meets the criteria in
paragraph 4. Other respondents requested that specific requirements be added
to address the determination of the discount rate if contributions are made on
an ad hoc basis or if the contribution policy of the employer prescribes increas-
ing contributions. Still other respondents requested clarification of whether an
implicit approach to projecting the effects of certain gain-sharing provisions
within an OPEB plan, such as thirteenth checks and one-time permanent
benefit increases, which are triggered if investment returns exceed a specified
level, is permitted.

B68. Although this Statement does not provide guidance on the application of
the discount rate requirements relative to specific facts and circumstances, the
Board believes that the approach established in this Statement provides a basis
for determining when to use the long-term expected rate of return. This State-
ment also requires that the long-term expected rate of return reflect the length
of time for which assets are expected to be invested. With regard to contribu-
tions for purposes of determining the discount rate, the requirements of this
Statement include specific criteria for making projections of contributions. Pro-
fessional judgment is required to be applied, and in circumstances in which
contributions are established by statutes, contracts, or formal written policies,
that professional judgment should consider whether contributions will be made
in accordance with those policies. Information about the employer’s most
recent five-year contribution history should be considered in making that evalu-
ation. In the absence of statutes, contracts, or formal written policies, this
Statement generally requires that projections be limited to an average of the
employer’s most recent five-year contribution history.

B69. With regard to the approaches to projecting the effects of gain-sharing
provisions within an OPEB plan, an implicit approach would reduce the long-
term expected rate of return by a certain number of basis points rather than
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explicitly incorporating the effects of the gain-sharing provisions in the projected
benefit payments and using the (unreduced) long-term expected rate of return.
The Board decided that the requirements of this Statement provide a sufficient
basis for concluding that an implicit approach to measurement of the effects of
such gain-sharing provisions is not permitted.

B70. This Statement requires the same methodology for determining the single
discount rate as is required by Statement 68. The methodology requires an
evaluation of the extent to which projected OPEB plan fiduciary net position will
be available in the OPEB plan when projected benefit payments come due.
First, the benefit payments to employees currently in the OPEB plan are viewed
as (potentially) two separate projected benefit payment streams. The first
stream is projected benefit payments that are expected to be paid from the
OPEB plan’s projected fiduciary net position available for OPEB (the current
fiduciary net position, adjusted for relevant projected increases and decreases)
that is expected to be invested using a strategy consistent with the long-term
expected rate of return. That stream is discounted to its actuarial present value
using the long-term expected rate of return on OPEB plan investments. The
second stream, if applicable, is projected benefit payments that are expected to
occur beyond the point at which the amount of the OPEB plan’s projected
fiduciary net position is expected to both be sufficient to pay benefits and be
invested using a strategy consistent with the long-term expected rate of return.
That stream is discounted to its actuarial present value using the municipal
bond rate. The actuarial present values of the two separate benefit payment
streams are calculated and totaled. Second, the discount rate is determined by
solving for the single, equivalent discount rate—the rate that, when applied to
the projected benefit payments of both streams, results in an actuarial present
value of projected benefit payments equal to the total of the actuarial present
values of the two separate projected benefit payment streams calculated using
their respective rates.

B71. Some respondents disagreed that the municipal bond rate should be
used as the rate to discount the projected benefit payments in circumstances in
which OPEB is provided through OPEB plans that are not administered through
trusts that meet the criteria in paragraph 4. Some of those respondents noted
that in certain circumstances, assets may be accumulated to provide OPEB
even though the assets are not being held in a trust that meets the criteria in
paragraph 4. Those respondents believe that if those assets have not been
used in the past for purposes other than OPEB, they should be considered to
be OPEB plan assets for purposes of determining the discount rate. The Board
disagrees that such assets should be considered OPEB plan assets because,
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regardless of past practices, unless the assets are held in a trust that meets the
criteria in paragraph 4 of this Statement, the assets may be used for other
purposes. Other respondents disagreed with the use of the municipal bond rate
because the rate could change each period. Although the municipal bond rate
may change, the use of a municipal bond rate is consistent with other GASB
standards in which a liability is remeasured.

B72. Some respondents disagreed that the municipal bond rate should be a
tax-exempt borrowing rate. Those respondents believe a taxable rate is appro-
priate because borrowings by state and local governments for OPEB obligation
bonds are taxable borrowings, and they equate the employer’s liability for
OPEB to those bonds. The Board concluded that the nature of an employer’s
liability for OPEB is not similar to a government’s borrowing under an OPEB
obligation bond. The former arises from an exchange of services by employees
for deferred compensation while the latter is solely a financing transaction.
Therefore, the Board concluded that the applicable rate for the municipal bond
rate is a tax-exempt rate.

Attribution Method

B73. Similar to the requirements of Statement 68 for the determination of
periodic service costs, this Statement requires that, for purposes of determining
the service-cost component of OPEB expense and the total OPEB liability, the
actuarial present value of projected benefit payments be attributed to expected
periods of employee service as a level percentage of projected pay using the
entry age actuarial cost method. It also establishes limiting criteria with regard
to the application of that cost method for accounting and financial reporting
purposes. The Board believes that specifying the use of a single method and
eliminating potential variations in the application of the method will benefit
report users by improving comparability and understandability and reducing the
complexity of information reported about the impact of OPEB on the elements
of employers’ financial statements.

B74. Types of OPEB differ from one another in many ways, including benefit
terms and the demographic characteristics of covered employees. The Board
recognizes that consideration of benefit-specific characteristics, as well as
employer-specific facts, circumstances, objectives, and constraints other than
the benefit terms or the demographics of the covered employees, may contrib-
ute to the adoption by individual employers of varying policies and practices
related to funding. However, the Board does not believe that differences among
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employers with regard to funding or other policy choices support a need for
multiple methods of attributing the actuarial present value of projected benefit
payments to periods for accounting and financial reporting purposes.

B75. In addition, the Board believes that to achieve comparability in financial
reporting, employers do not have to be identical with regard to facts and
circumstances. The use of different assumptions in the measurement of the
present value of projected benefit payments to which an attribution method is
applied should, in principle, reflect differences in the circumstances and benefits
of each employer and group of covered employees. In that way, whatever
differences exist with regard to such facts and circumstances will be taken into
consideration, and the resultant financial reporting will reflect the effect of
OPEB on the elements of each employer’s financial statements. However, the
Board concluded that neither variations in benefit terms nor differing funding
policy preferences or fiscal circumstances of employers necessitate the use of
different attribution methods for accounting and financial reporting purposes.
Instead, specifying a single method by which the actuarial present value of
projected benefit payments should be attributed to expected periods of em-
ployee service will eliminate what the Board believes to be an unnecessary
accounting-related (rather than relevant facts-and-circumstances-related)
source of variation in financial reporting.

B76. The Board also considered the incremental cost of the use of a specified
attribution method for accounting and financial reporting purposes for employ-
ers that choose to use a different method for funding purposes. The Board
believes that the potential incremental cost of having an actuary apply two cost
methods for different purposes would be relatively small because of the nature
of the incremental work that would be required. The Board’s understanding is
that the most expensive stage of an actuarial valuation typically occurs prior to
the application of an actuarial cost method, irrespective of the method to be
used. That stage involves the projection of benefit payments, which typically is
the most time-consuming process because of the need to refine census data,
model benefit terms, and make or apply appropriate assumptions. After that
stage, attribution of portions of the total actuarial present value of projected
benefit payments is a mathematical process, commonly accomplished using
existing computer technology.

B77. The entry age actuarial cost method is one of six actuarial cost methods
permitted under Statement 45 for use in calculations for accounting and finan-
cial reporting purposes—aggregate, attained age, entry age, frozen attained
age, frozen entry age, and projected (and unprojected) unit credit. In reaching
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its decision to require use of the entry age actuarial cost method, the Board
concluded that the attribution method should (a) assign portions of the actuarial
present value of projected benefit payments to past periods to the extent that
benefits relate to services received from employees in past periods and
(b) employ the same approach to attributing portions of the actuarial present
value of projected benefit payments to past periods as it does to the current and
future periods. Those criteria limited the potential choices to two actuarial cost
methods—projected unit credit and entry age. In the Exposure Draft, the Board
proposed that the entry age actuarial cost method be the only permitted
method.

B78. Some respondents to the Exposure Draft disagreed with the requirement
to use the entry age actuarial cost method. Some of those respondents believe
that the attribution pattern that results from the use of the entry age actuarial
cost method is less consistent with the manner in which OPEB is earned than
the pattern that results from the projected unit credit actuarial cost method.
Some respondents noted that other standards setters require the use of the
projected unit credit actuarial cost method for private-sector entities. Others
expressed their belief that the entry age actuarial cost method is biased toward
losses in circumstances in which employees that remain eligible for OPEB
leave service before the last period to which service cost is attributed. Still other
respondents expressed that the projected unit credit actuarial cost method
should be required for financial reporting purposes because they believe that it
is used more often for funding measurements of OPEB than other actuarial cost
methods and is easier to understand and explain.

B79. Other respondents disagree that service cost should be determined as a
level percentage of projected pay when the entry age actuarial cost method is
applied. Those respondents believe that service cost should be determined in
level dollars because OPEB often is not based on pay. Some of those respond-
ents noted that the use of the entry age actuarial cost method with service cost
determined as a level percentage of projected pay for OPEB generally will not
result in stable costs as a percentage of payroll over time, primarily because of
the relationship between the rate of increase in healthcare costs and the rate of
salary increases.

B80. The Board evaluated each of the issues raised by respondents within the
context that OPEB is the result of the exchange between an employer and its
employees of salaries and benefits for services each period. The Board con-
cluded that the entry age actuarial cost method applied as a level percentage
of projected pay appropriately reflects the long-term nature of the exchange of
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employee service for OPEB by attributing service costs evenly throughout the
attribution period rather than considering the relationship of benefit terms to the
periods of service. The Board believes that the implicit value of each exchange
represents a present obligation of the employer within the context of the
expected career-long relationship. Consistent with this view, the Board also
believes that for accounting and financial reporting purposes, the different
periods of an employee’s career generally should be viewed as contributing
equally to the ultimate benefits that will be provided to that employee. The
Board recognizes that actuarial losses will occur when employees that remain
eligible to receive OPEB leave service before the last period to which their
service cost is attributed. However, the Board believes that because actuarial
assumptions are set for the group as a whole, similar actuarial gains will be
recognized when employees that are eligible to receive OPEB remain in
service.

B81. The Board also concluded that, even in circumstances in which benefit
formulas are not based on an employee’s pay, as is often the case with OPEB,
the benefits are provided as a form of compensation and should be attributed
to periods of service over an employee’s career in a level pattern relative to
other compensation. The Board believes that a consistent approach among all
employers will enhance the comparability of OPEB information.

B82. Some respondents to the Exposure Draft disagreed with the require-
ments related to the periods to attribute projected benefit payments. Some of
those respondents expressed concerns related to the difficulty in determining
the beginning of the attribution period. Others disagreed that the service costs
should be attributed through all assumed exit ages, through retirement, be-
cause they believe service cost should only be attributed to periods through the
first period in which an employee is fully vested in the benefits. Still others
questioned whether in circumstances in which an employee participates in a
deferred retirement option program (DROP) for pensions, the date of entry into
the pensions DROP defines the end of the attribution period for OPEB. As
previously noted, the Board believes that the actuarial present value of pro-
jected benefit payments should be attributed over the career of the employee,
a period that may be different for OPEB than for pensions.
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Alternative Measurement Method for OPEB

B83. This Statement and Statement 74 substantially carry forward from State-
ments 43 and 45 an alternative measurement method that can be used in place
of an actuarial valuation for purposes of determining the total OPEB liability for
benefits provided to fewer than 100 employees (active and inactive) through a
defined benefit OPEB plan. With the exception of permitting some simplifica-
tion in the selection of assumptions, employers that elect to apply the alterna-
tive measurement method are required by this Statement to follow the same
requirements for measurement of the total OPEB liability as employers that use
an actuarial valuation. The alternative measurement method in Statements 43
and 45 was developed with input from members of the project task force at that
time and additional assistance from committees and individuals from the actu-
arial and auditing professions. The exception for use of an alternative meas-
urement method in limited circumstances was a direct result of the Board’s
concern about the cost of obtaining an actuarial valuation to comply with
financial reporting requirements.

B84. The Board believes the measurement approach required by this State-
ment will improve the decision-usefulness of information related to OPEB
transactions in financial reports and will enhance its value for assessing ac-
countability and interperiod equity. However, the Board recognizes that the
costs of providing financial information can be a practical constraint on financial
reporting standards. The Board seeks to balance the benefits obtained from
financial reporting information with the costs of preparing, auditing, and using
that information. The process the Board follows in these efforts is described in
paragraph 73 of Concepts Statement 1 as follows:

Cost-benefit relationships will be carefully considered by the
Board, during its research and due process, when establishing
individual standards. In assessing costs and benefits, the Board will
consider such factors as the ability of certain classes of users to
obtain information by special request, the intensity of the needs of
all groups of users, the risks or costs to users of not having certain
types of information, and the relative costs and benefits considering
the size or type of governmental entities involved.

B85. The Board concluded that the costs for small OPEB plans to obtain an
actuarial valuation to measure the total OPEB liability to comply with the
measurement approach in this Statement could be high in relation to the
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number of employees provided with benefits through the plan or the amount of
annual benefit payments. This conclusion was supported by the views ex-
pressed by some preparers that apply the alternative measurement method for
financial statement reporting in conformity with the requirements of State-
ment 45 during research conducted as to perceived costs and benefits of
applying the alternative measurement method. Based on feedback received
during due process, the Board concluded that the cost of obtaining an actuarial
valuation would arguably exceed the benefits obtained by users of the infor-
mation in circumstances in which an OPEB plan is used to provide benefits to
fewer than 100 employees.

B86. In addition to considerations related to the costs of measuring OPEB
information, the Board considered the characteristics that financial information
should possess, as described in paragraphs 62−68 of Concepts Statement 1—
especially the reliability of the information. Paragraph 64 of Concepts State-
ment 1 explains the qualitative characteristic of reliability as follows:

Financial reporting should be reliable; that is, the information
presented should be verifiable and free from bias and should faith-
fully represent what it purports to represent. To be reliable, financial
reporting needs to be comprehensive. Nothing material should be
omitted from the information necessary to faithfully represent the
underlying events and conditions, nor should anything be included
that would cause the information to be misleading. Reliability does
not imply precision or certainty. Reliability is affected by the degree
of estimation in the measurement process and by uncertainties
inherent in what is being measured; financial reporting may need to
include narrative explanations about the underlying assumptions
and uncertainties inherent in this process. Under certain circum-
stances some financial information is based on reasonable esti-
mates. A properly explained estimate provides more meaningful
information than no estimate at all. [Emphasis added.]

B87. As defined in Concepts Statement 1, reliability does not imply precision or
certainty; rather, reliable information (a) is verifiable and free from bias and
(b) faithfully represents what it purports to represent. The need to apply
demographic and economic assumptions with regard to unknown future events
precludes precision or certainty in the measurement of financial information
related to OPEB. The Board recognizes that in an actuarial valuation, different
actuaries may arrive at different best-estimate assumptions about future
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events. In addition, future events rarely, if ever, occur exactly as expected.
Nevertheless, the Board believes that actuarial valuations provide reasonable
measurements that are consistent with the qualitative characteristic of reliability.

B88. When evaluating the potential use of an alternative measurement method
for benefits provided through small OPEB plans, the Board noted that statistical
inferences from very small populations, including OPEB plans of a size that
would qualify to use the alternative measurement method, are inherently less
reliable than are those from larger populations. However, the Board also
recognized that possibilities for measurement errors could result because the
simplified assumptions used in the alternative measurement method might not
represent the future events that they attempt to predict. In addition, nonspe-
cialists might not possess the ability to properly apply the method or might
select assumptions that are inappropriate or biased. Nevertheless, based on
cost−benefit considerations, the Board concluded that an alternative measure-
ment method could be applied that would provide reliable OPEB information.

B89. The alternative measurement method requires that the same three gen-
eral steps be applied for measurement as are included in an actuarial
valuation—projecting benefit payments, discounting the projected benefit pay-
ments to an actuarial present value, and attributing the actuarial present value
of projected benefit payments to periods of service using an actuarial cost
method. However, the alternative measurement method permits simplification
of certain assumptions to allow a nonspecialist to apply the method. For
example, in circumstances in which only the blended premium rate is known in
health insurance pools that include both active and inactive employees, the
alternative measurement method allows for a simplified method to estimate
age-adjusted premiums.

B90. Some respondents to the Exposure Draft disagreed with an allowance for
an alternative measurement method due to the complexity of the proposed
method. In developing the alternative measurement method, the Board recog-
nized the need to incorporate the same general process included in an actuarial
valuation. Even with the perceived complexity of the alternative measurement
method, the Board identified employers that applied the alternative measure-
ment method to measure OPEB in accordance with Statement 45 for multiple
measurement periods in order to achieve what those governments considered
to be cost savings. Based on those cost considerations, the Board concluded
the alternative measurement method should be allowed for smaller employers.
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B91. Some respondents to the Exposure Draft requested that employers that
provide benefits to larger groups of employees be permitted to apply the
alternative measurement method so that additional employers potentially may
achieve cost savings in relation to measuring OPEB. The Board believes that
the information presented by respondents did not provide sufficient evidence
regarding cost savings to warrant a modification to the threshold. Therefore, the
Board concluded that only employers that provide OPEB to fewer than 100
employees (active and inactive) should be permitted to apply the alternative
measurement method.

B92. The alternative measurement method in this Statement generally carries
forward the simplifications allowed in Statement 45 in relation to determination
of assumptions. However, a modification was introduced in the set of turnover
assumptions that are permitted in circumstances in which historical age-based
turnover experience of the covered group is not available. In Statement 45, the
default turnover assumptions were static amounts developed from actuarial
experience of the employee group covered by the Federal Employees Retire-
ment System at that time. So that those assumptions can be updated in the
future without requiring an amendment to this Statement, if historical age-based
turnover experience of the covered group is not available, this Statement
permits an employer applying the alternative measurement method to use the
actuarial experience of the employee group covered by the Federal Employees
Retirement System, which can be obtained from the U.S. Office of Personnel
Management. Some respondents to the Exposure Draft requested that if an
employer is included in the covered group of another benefit plan, such as a
state-wide cost-sharing pension plan, the turnover experience of the benefit
plan be permitted to be used. The Board agreed with those respondents, and
therefore this Statement permits the turnover assumption to be based on either
the actuarial experience of the employee group covered by the Federal Em-
ployees Retirement System or a covered group that includes the group being
measured.

The OPEB Plan’s Fiduciary Net Position

B93. This Statement requires that, for purposes of calculating the net OPEB
liability for benefits provided through an OPEB plan that is administered through
a trust that meets the criteria in paragraph 4 of this Statement, the OPEB plan’s
fiduciary net position be measured in the same manner that Statement 74
requires it to be measured for purposes of the OPEB plan’s statement of
fiduciary net position. This Statement refers to the fiduciary net position of the
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OPEB plan, consistent with the use of that term in Statement 74. The term also
is consistent with the presentation of the net position of fiduciary funds, gen-
erally, as required by Statement 34. The Board concluded that use of fair value
to measure portions of the OPEB plan’s fiduciary net position for purposes of
determining the net OPEB liability faithfully represents the amount by which the
OPEB plan’s fiduciary net position reduces the incremental sacrifice of the
employer’s resources to satisfy the total OPEB liability as of the measurement
date. Some respondents to the Exposure Draft disagreed that the plan’s
fiduciary net position component of the net OPEB liability should use the same
valuation methods as used by the OPEB plan when preparing its financial
statements because of concerns about the potential for volatility in measuring
OPEB plan investments using fair value and the effect this volatility would have
in the measurement of the employer’s net OPEB liability. In the view of those
respondents, such volatility would not be reflective of the long-term nature of
the liability. Those respondents suggested that the measurement of the net
OPEB liability allow for techniques that mitigate volatility, such as taking into
account changes in fair value of investments over a defined number of periods
rather than in the current period (a smoothed market value).

B94. The Board concluded that the use of a smoothed market value would not
faithfully represent what the measure of the OPEB plan’s fiduciary net position
is intended to represent as a component of the net OPEB liability. The Board
believes that the OPEB plan’s fiduciary net position is intended to represent the
amount by which the employer’s expected sacrifice of resources for the total
OPEB liability has been reduced as of the measurement date. The Board
recognizes that the use of fair value may cause the net OPEB liability to be
volatile. However, the Board believes that for purposes of accounting and
financial reporting, potential volatility in OPEB plan investment earnings is
related to recognition of OPEB expense and concluded that those concerns are
more appropriately considered within that context. (Issues considered with
regard to OPEB expense recognition for changes in the OPEB plan’s fiduciary
net position are discussed in paragraphs B104 and B105.)

Recognition of Changes in the OPEB Liability

B95. The requirements for OPEB expense recognition by employers that
provide OPEB through OPEB plans that are administered through trusts that
meet the criteria in paragraph 4 follow the expense recognition requirements for
pensions in Statement 68. This Statement establishes similar expense recog-
nition requirements for employers that provide OPEB through OPEB plans that
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are not administered through trusts that meet the criteria in paragraph 4.
Expense recognition for OPEB-related costs that are not included in the total
OPEB liability is addressed separately for these employers because, for finan-
cial reporting purposes, there is no OPEB plan fiduciary net position in those
OPEB plans.

Changes in the Total OPEB Liability

B96. This Statement requires that the effects of changes in the total OPEB
liability be recognized in OPEB expense in the period in which they are first
reported in the OPEB liability, with the exception of a portion of changes
resulting from (a) differences between expected and actual experience with
regard to economic and demographic factors (differences between expected
and actual experience) and (b) changes of assumptions regarding the expected
future behavior of economic and demographic factors or of other inputs
(changes of assumptions or other inputs). This Statement further requires that
the effects of differences between expected and actual experience and changes
of assumptions or other inputs be included in OPEB expense in a systematic
and rational manner over a period equal to the average of the expected
remaining service lives of all employees that are provided with benefits through
the OPEB plan (active employees and inactive employees), beginning in the
period in which they are first reported in the OPEB liability. The portions of the
amounts that have not yet been recognized in expense are required to be
reported as deferred outflows of resources or deferred inflows of resources
related to OPEB.

B97. Concepts Statement 4 defines a deferred outflow of resources as “a
consumption of net assets by the government that is applicable to a future
reporting period” (paragraph 32) and likewise defines a deferred inflow of
resources as “an acquisition of net assets by the government that is applicable
to a future reporting period” (paragraph 34). Applicability to a future reporting
period (or, in the case of defined benefit OPEB, a future measurement period)
is determined using the concept of interperiod equity. A change in the amount
of the total OPEB liability is either a consumption or acquisition of net assets by
the government. The principal conceptual question is whether that change is
applicable to a future reporting period.

B98. Some respondents to the Exposure Draft disagreed with reporting the
effects of changes resulting from differences between expected and actual
experience and changes of assumptions or other inputs on the total OPEB
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liability as deferred outflows of resources or deferred inflows of resources
related to OPEB. Those respondents generally believe that the effects of those
changes in the total OPEB liability should be included in OPEB expense in the
period in which the change in the liability is first reported, regardless of the
cause of the change. The Board believes that, because of the association of
OPEB with the career-long exchange of employee service, full recognition of
the effects of differences between expected and actual experience and changes
of assumptions or other inputs in OPEB expense in the period in which the
change is reported is inconsistent with the presentation of information useful for
assessing interperiod equity.

B99. Some respondents to the Exposure Draft recommended that changes in
the total OPEB liability that result in deferred outflows of resources or deferred
inflows of resources related to OPEB be included in OPEB expense over a
longer period of time than was proposed. Some of those respondents noted that
in some circumstances, amounts reported as deferred outflows of resources or
deferred inflows of resources only relate to active employees. Others believe
that either all inactive employees or inactive employees that are not vested in
the OPEB plan should be excluded from the calculation of the average of the
expected remaining service lives.

B100. Prior to establishing the expense recognition period for the effects of
changes in the total pension liability in Statement 68, the Board issued an
Exposure Draft that proposed separate treatment of changes in the total
pension liability based on whether those changes related to active employees
or inactive employees. Based on responses to that Exposure Draft, the Board
was persuaded because of conceptual and practical reasons that such an
approach would not be appropriate. The Board believes that changes in the
total OPEB liability arising from differences between expected and actual
experience and changes of assumptions or other inputs should be recognized
over the period of time in which the employer received service and that the
expected remaining service lives of the employees in the OPEB plan appropri-
ately reflects the effect on OPEB costs from an interperiod equity standpoint.

B101. This Statement requires that other changes in the total OPEB liability be
recognized in OPEB expense in the period in which they are first reported in the
OPEB liability. Those other changes include amounts arising from the portion of
the actuarial present value of projected benefit payments that is attributed to the
period for employee service (service cost), interest on the total OPEB liability,
and the effects of changes of benefit terms. Consistent with its view that the
annual employment exchange should be viewed in the context of an ongoing
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employer−employee relationship spanning an employee’s career, the Board
believes that changes in the total OPEB liability resulting from service costs
should be recognized as expenses associated with the measurement period to
which they have been attributed. Similarly, the Board believes interest on the
total OPEB liability is an expense associated with the measurement period in
which it accrues.

B102. Some respondents to the Exposure Draft disagreed that the effects of
changes of benefit terms should be recognized as OPEB expense in the period
in which they are first reported in the OPEB liability. Those respondents
suggested that changes of benefit terms be recognized over future periods to
reduce volatility in amounts recognized as OPEB expense. With regard to the
effects on the total OPEB liability of changes of benefit terms, the Board noted
that, unlike differences between expected and actual experience and changes
of assumptions or other inputs, changes of benefit terms generally are under
the control of management. Because the effects of changes of benefit terms
result from actions taken by management, the Board concluded that those
amounts should be recognized in OPEB expense in the period in which they are
first reported in the OPEB liability.

B103. In addition, to simplify the calculation of OPEB expense for employers
that apply the requirements of this Statement for the alternative measurement
method, the Board concluded that the effects of changes in the total OPEB
liability resulting from differences between expected and actual results and
changes of assumptions or other inputs should be recognized in OPEB ex-
pense in the periods in which the effects are first reported in the OPEB liability.

Changes in the OPEB Plan’s Fiduciary Net Position

B104. This Statement requires that changes in the OPEB plan’s fiduciary net
position arising from investment experience be recognized as two separate
components. First, the projected earnings on OPEB plan investments are
required to be included in (reduce) OPEB expense in each period. Second,
differences between projected earnings and actual earnings are required to be
reported as a deferred outflow of resources or a deferred inflow of resources
related to OPEB and included in OPEB expense over a closed, five-year period,
beginning in the first period in which the difference is reported in the net OPEB
liability.
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B105. This approach to recognizing OPEB plan investment experience reflects
the long-term earnings horizon with which OPEB investments are made. Earn-
ings on OPEB plan investments can fluctuate significantly from period to period.
However, the Board believes that differences between projected and actual
investment experience generally will offset over time. That is, in any one period,
actual earnings may be different from projected earnings; however, over time,
earnings in excess of projections in some periods will be offset by earnings
shortfalls in other periods, and vice versa. The Board believes that recognizing
in employer OPEB expense OPEB plan investment experience that is expected
to be offset by future OPEB plan investment experience (and, therefore, never
realized) significantly reduces the usefulness of the measures of the cost of
services, of which OPEB expense is a component. Therefore, for differences
between projected earnings and actual earnings, incorporation of those
changes into OPEB expense over time provides an opportunity for short-term
fluctuations to be offset.

Considerations in Circumstances in Which OPEB Is
Provided through an OPEB Plan That Is Not Administered
through a Trust That Meets the Criteria in Paragraph 4

B106. For OPEB that is provided through an OPEB plan that is not adminis-
tered through a trust that meets the criteria in paragraph 4 and, therefore, does
not have OPEB plan fiduciary net position, costs associated with administering
OPEB increase OPEB expense. In that circumstance, investment earnings on
assets accumulated for purposes of OPEB do not reduce OPEB-related costs
because those assets are not OPEB plan assets.

B107. Some respondents to the Exposure Draft questioned whether adminis-
trative expense associated with providing OPEB should be classified as a
component of OPEB expense in circumstances in which the OPEB plan is not
administered through a trust that meets the criteria in paragraph 4. Other
respondents disagreed with the requirement that an employer report a deferred
outflow of resources for administrative expenses that were incurred subsequent
to the measurement date of the total OPEB liability and before the end of the
reporting period. The Board concluded that, even though administrative ex-
pense does not affect the total OPEB liability, those costs are nonetheless
expenses associated with the provision of OPEB and should be classified in
that manner. In addition, for purposes of maintaining consistency with the
requirements of this Statement for measurement of the total OPEB liability (and

172



changes in the total OPEB liability) relative to the employer’s fiscal year-end,
the Board concluded that reporting of a deferred outflow of resources related to
OPEB for administrative expense incurred subsequent to the measurement
date is appropriate.

Cost-Sharing Employers

B108. The fundamental approach required in this Statement for employer
recognition of liabilities and related measures for defined benefit OPEB gener-
ally is the same as the approach required for pensions under Statement 68.
That recognition approach for cost-sharing employers is based on the recog-
nition requirements for single and agent employers, with consideration given to
the additional pooling or sharing of risks in cost-sharing OPEB plans. As
previously discussed, the Board concluded that defined benefit OPEB plans,
including cost-sharing OPEB plans, typically are long-term, relatively stable
arrangements in which the employers whose employees are provided with
benefits through them also are long-lived entities. In a single-employer or agent
OPEB plan, each employer bears separately the financial risks associated with
its obligation to its employees to provide defined benefit OPEB as part of
employment exchanges. In addition, in those OPEB plans, OPEB plan assets
(or, in the case of agent OPEB plans, a separately accounted for interest in
assets pooled for investment purposes) are dedicated to the payment of
benefits to the employees of a specific employer. In contrast, cost-sharing
OPEB plans are characterized by the pooling or sharing of (a) the employers’
obligations to their employees to provide OPEB as part of employment ex-
changes and (b) OPEB plan assets. As a result, assets contributed by any
employer may be used to pay benefits to the employee of any participating
employer.

B109. The Board concluded that the method of measuring the amount of the
OPEB liability and related measures recognized by a cost-sharing employer
should incorporate features necessary to reflect the differences discussed in
paragraph B108. Such features of the measurement and recognition require-
ments of this Statement include (a) the recognition of an OPEB liability that is
developed in relation to the collective net OPEB liability and (b) individual-
employer requirements that incorporate the use of a proportionate-share
methodology.
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B110. The Board believes that the origin of defined benefit OPEB obligations is
the same without regard to the plan structure used. That is, OPEB provided
through a cost-sharing OPEB plan is part of the total compensation exchanged
by cost-sharing employers for employees’ services, as is the case with single
and agent employers. What is distinctive in a cost-sharing OPEB plan, however,
is that cost-sharing employers agree to share the financial risks associated with
providing defined benefit OPEB to their employees and to contribute to a
pooling of assets dedicated to the payment of benefits. When an employer in a
cost-sharing OPEB plan engages in an exchange of services with an employee
for compensation that includes OPEB, it creates an obligation that is shared
collectively by the employers that provide OPEB through the OPEB plan. The
employers collectively are responsible for the obligation that arises from the
individual exchanges of all employers in the OPEB plan. As with single and
agent employers, the employees have provided their services; therefore, the
Board concluded that the obligation for OPEB through a cost-sharing OPEB
plan is a present obligation.

B111. The terms of the employers’ participation in the OPEB plan establish
how contribution rates are determined and the bases on which those rates are
assessed and, therefore, establish the amount of assets each employer is
required to contribute to provide resources to satisfy the obligation. Applying the
definition of a liability from Concepts Statement 4, the Board concluded that an
individual cost-sharing employer’s liability for OPEB should be based on the
degree to which that employer is expected to be required to sacrifice resources
(in the form of contributions to the OPEB plan) to satisfy the present obligation.
The methodology required by this Statement, therefore, is based on a measure
of the amount of contributions that the employer is expected to be required to
make relative to the expected contributions of other employers. (This specific
measurement approach is discussed in more detail in paragraphs B118−B120.)

B112. Some respondents to the Exposure Draft disagreed that the measures
required by this Statement meet the definition of a liability for individual cost-
sharing employers because they believe the only present obligation of the
individual employers is an obligation for unpaid assessed contributions. Those
respondents believe that this amount is the only amount related to the collective
net OPEB liability that is legally enforceable on the individual employers. The
Board believes that this view is inconsistent with the ongoing, long-term view of
the relationships among the employers, employees, and the cost-sharing
OPEB plan that create an obligation for OPEB over an employee’s career and
ultimately require the participating employers to provide assets to the OPEB
plan to satisfy that obligation.
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B113. Some respondents to the Exposure Draft disagreed with the fundamen-
tal premise that OPEB is part of the compensation exchanged for employee
service. Some respondents believe that the entity that establishes the benefits
to be provided through the cost-sharing OPEB plan, such as the OPEB plan or
OPEB plan sponsor, is obligated for the collective liability of the cost-sharing
OPEB plan. Those respondents believe that the individual cost-sharing employ-
ers have little or no control over the benefit terms or the assessed contributions
in those circumstances and, therefore, are not responsible for the collective net
OPEB liability of the cost-sharing plan.

B114. In considering the relationship of various entities involved in a cost-
sharing plan, the Board concluded that a cost-sharing OPEB plan is not
financially self-sufficient but continually is reliant on contributions and earnings
on those contributions as the source of funding for promised benefits. Through
contractually required contributions, the cost-sharing employers have an ongo-
ing responsibility to provide financial support for the benefits created by their
collective employment exchanges with their employees. Therefore, to the
extent that net position is not available in the OPEB plan, the Board believes
that the employers collectively remain responsible for the unfunded obligation.
The Board notes that although active employees might be required to make
contributions to an OPEB plan toward benefit-related costs, only in a situation
in which the employees’ total service costs are less than the required employee
contributions would active employees be contributing to the financing of past
service costs. If that situation were to be expected to occur, the total OPEB
liability for the OPEB provided through the OPEB plan appropriately would be
reduced for the contributions of future active employees expected to finance the
past service costs. Therefore, active employees should not be viewed as
responsible for any portion of the total OPEB liability.

B115. Other respondents that disagreed with the view that OPEB is part of the
compensation exchanged for employee service instead believe that OPEB is
provided as a form of social support. The Board continues to believe that OPEB
is compensation for services, noting that as a condition of receiving benefits,
the employee is required to provide services.

B116. The Board considered whether a cost-sharing OPEB plan has charac-
teristics similar to an insurance arrangement in which risk is transferred to a
third-party insurer. In doing so, it noted several distinguishing differences
between the two arrangements. The differences identified included that in an
insurance arrangement (a) the premium payments generally are for events that
have not occurred, (b) the payments to the insured or others on behalf of the
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insured are for economic losses sustained from unexpected (accidental) events,
and (c) participants often have the ability to withdraw from the insurance
arrangement at will. These differences were so significant that the Board
concluded that potential application of an insurance model to cost-sharing
arrangements should not be pursued.

B117. As discussed previously, the Board notes that in arrangements in which
OPEB is provided through an OPEB plan that is not administered through a
trust that meets the criteria in paragraph 4, there are no OPEB plan assets for
financial reporting purposes. Therefore, in that situation, an OPEB plan cannot
meet the definition of a cost-sharing OPEB plan. As a result, employers that
provide OPEB through such OPEB plans should not be classified as cost-
sharing employers for purposes of applying the requirements of this Statement.

Selection of a Basis for Determining Proportionate Share

B118. As discussed above, the Board believes that the relationship of an
individual employer to the collective net OPEB liability is fundamentally linked to
the amount of that employer’s expected sacrifice of resources relative to the
total projected sacrifice of resources of the employers. This Statement, there-
fore, generally requires employer measurement to be based on a comparison of
the individual employer to the employers collectively—the employer’s
proportion—consistent with the manner in which contributions to the cost-
sharing OPEB plan are determined and encourages the use of a proportion
based on projected future contribution requirements. Some respondents to the
Exposure Draft disagreed with using the contributions as the basis for deter-
mining an employer’s proportion because they believe the resultant measures
would not be reflective of the collective net OPEB liability that arose as a result
of the employer receiving services from specific employees. Others disagreed
because they believe that some employer contribution policies require contri-
butions in relation to employees who currently are not eligible, or will never be
eligible, to receive OPEB. Others recommended that the use of an employer’s
long-term contribution effort should not be encouraged as the basis for the
employer’s proportion because of the subjectivity involved in determining the
long-term contribution effort.

B119. The Board concluded that, similar to the approach for cost-sharing
pensions put forth in Statement 68, this Statement should allow flexibility with
regard to the determination of an employer’s proportion of the collective net
OPEB liability. In reaching that conclusion, the Board recognized that each

176



potential estimation approach would involve subjective assessments about the
future. Given the relative complexity of OPEB-related calculations, generally,
and the number of assumptions that are needed to capture that complexity over
the long term, the Board believes that certain simplifications reasonably can be
applied to the determination of an individual employer’s proportion without
impairing the estimate so significantly that it would no longer be sufficiently
reliable to be recognized—provided that a description of the basis for the
proportion used to determine the employer’s proportionate share of the col-
lective net OPEB liability is disclosed in notes to the employer’s financial
statements.

B120. The Board also concluded that to be representationally faithful, if differ-
ent contribution rates are associated with different portions of the collective net
OPEB liability (for example, separate rates are calculated based on an internal
allocation of liabilities and assets for different classes or tiers of employees), an
employer’s calculation of its proportionate share of the collective net OPEB
liability should be made in a manner that reflects those separate relationships.
However, as a potential simplifying feature, this Statement provides that an
employer in such a circumstance can use the measure of its proportionate
share of the collective net OPEB liability, calculated considering the effects of
different contribution rates, to determine a single proportion of the collective net
OPEB liability. That proportion can then be used to determine the employer’s
share of collective OPEB expense and collective deferred outflows of resources
and deferred inflows of resources related to OPEB. In cases in which contribu-
tion rates are defined in the plan terms to be irregular or of a limited duration,
the consideration of classes or groups also might provide a means of more
faithfully representing an employer’s proportionate share of the collective net
OPEB liability.

Employer-Specific Accounting Considerations

B121. The approach required by this Statement for individual cost-sharing
employer accounting necessitates individual-employer accounting for events
such as (a) changes in an employer’s assumption about its proportion and
(b) differences between certain of the employer’s contributions and the em-
ployer’s assumed proportionate share of the total of certain contributions from
all employers to the OPEB plan. The Board believes that to minimize complex-
ity, those events should be accounted for in a manner consistent with the
treatment of changes of assumptions or other inputs and differences between
expected and actual experience in the measurement of the collective net OPEB
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liability. The approach used for the effects of those types of changes in the
collective net OPEB liability includes those amounts in OPEB expense over a
number of future periods equal to the average of the expected remaining
service lives of all employees that are provided with benefits through the OPEB
plan (active employees and inactive employees), with amounts that have not
been included in OPEB expense reported as deferred outflows of resources or
deferred inflows of resources related to OPEB. Some respondents to the
Exposure Draft expressed concern about the complexity associated with the
proposed accounting approach for the effects of those events and suggested
that individual-employer amounts be recognized in the employer’s OPEB
expense in the period in which they occur in order to reduce that complexity.
The Board continues to believe that recognition of the effects of such events in
OPEB expense over future periods is consistent with the nature of the changes
within the context of a long-term view. The Board believes that the allowance in
this Statement for an employer to account for the effects of these two employer-
specific changes on a net basis in each period addresses some of the respond-
ents’ concerns about complexity by permitting an individual employer to sepa-
rately account for only one deferred outflow of resources or deferred inflow of
resources balance related to those employer-specific changes for each period.

Notes to Financial Statements of Employers

B122. The Board evaluated potential note disclosure requirements for OPEB
provided by an employer in the context of the conceptual guidance in Concepts
Statement 3, which states the following:

Notes to financial statements are integral to financial statements
and are essential to a user’s understanding of financial position or
inflows and outflows of resources. Notes provide:

a. Descriptions of the accounting and finance-related policies un-
derlying amounts recognized in financial statements

b. More detail about or explanations of amounts recognized in
financial statements

c. Additional information about financial position or inflows and
outflows of resources that does not meet the criteria for recog-
nition. [paragraph 35]
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General Requirements

B123. This Statement requires that employers disclose in notes to financial
statements certain basic information about the benefits provided, how those
benefits are administered and established, and the availability of OPEB plan
financial statements. Those requirements build on the requirements in State-
ment 45 to disclose general information about OPEB features. The Board
concluded that due to the complexity and variety of the features of defined
benefit OPEB, it is essential for users of financial statements to have basic
information about those features provided in an employer’s financial report.

B124. This Statement requires that employers disclose the total amounts of an
employer’s OPEB liabilities to employees, net OPEB assets, deferred outflows
of resources and deferred inflows of resources related to OPEB, and OPEB
expense/expenditures in circumstances in which the amounts are not otherwise
identifiable from information presented in the financial statements. Some re-
spondents disagreed with the disclosure because they believe the information
is only a summary of other required disclosures. The Board concluded that this
disclosure is necessary in circumstances in which an employer does not
separately identify amounts related to OPEB in the financial statements. There-
fore, the Board concluded that the disclosure should be retained. The Board
also decided to clarify that the disclosure of the total amount of an employer’s
net OPEB assets is only applicable in circumstances in which OPEB is provided
through OPEB plans that are administered through a trust that meets the
criteria in paragraph 4.

B125. This Statement also requires that employers disclose information about
significant assumptions and other inputs used to measure the total OPEB
liability. In contrast to liabilities that have fixed payment schedules, the meas-
urement of the total OPEB liability is an estimated amount and is dependent
upon the assessment of a number of variables, each of which could have a
significant effect on the resultant measurement. Disclosure about the dates of
experience studies on which significant assumptions are based also is required.
Because measurement of the total OPEB liability is based on estimates, the
Board concluded that it is essential for users of the employer’s financial
statements to have information about the assumptions that were made. Some
respondents to the Exposure Draft expressed concern with the requirement to
disclose the dates of experience studies on which significant assumptions are
based. The Board concluded that if an experience study is performed for one or
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more assumptions used in the measurement of the total OPEB liability, provid-
ing the date of the study provides essential information in relation to the effect
of recent past experience on the selection of those assumptions.

B126. This Statement includes disclosure requirements specific to the as-
sumptions made and other inputs used in determining the discount rate applied
in measuring the total OPEB liability. The Board concluded that additional detail
about the specific assumptions and other inputs used in determining the
discount rate is essential because of the significant effect that the discount rate
has on the measurement of the OPEB liability and because of the focus that the
users of financial statements have on the discount rate. The Board also believes
that information about the sensitivity of the OPEB liability to two of the assump-
tions and other inputs used in the measurements required by this Statement—
the discount rate and the healthcare cost trend rate—is essential because of
the potentially significant effect those assumptions have on the results of the
measurements. Therefore, the Exposure Draft proposed that information about
the sensitivity of the OPEB liability using all nine combinations of the rates used
to measure the total OPEB liability, and a 1-percentage-point increase and a
1-percentage-point decrease in each of those rates is essential.

B127. Some respondents to the Exposure Draft expressed concern with the
confusion that they believe would result regarding what amount is the appro-
priate amount to consider as the OPEB liability when the measurement of that
liability is disclosed using nine different combinations of assumptions and other
inputs. Other respondents indicated that they believe the costs of measuring,
presenting, and auditing nine different measurements would be greater than the
benefits of the information to a user of the financial statements. Respondents
who disagreed with the disclosure proposed a variety of alternatives they
believe would provide similar information. After consideration of the views
expressed by the respondents, the Board concluded that there would not be a
significant loss of essential information if the sensitivity of the OPEB liability to
changes in each of the rates is provided without consideration of the combined
effects of changes in those rates. Therefore, this Statement requires employers
to disclose two separate sensitivity disclosures by presenting (a) the OPEB
liability determined with a 1-percentage-point increase and a 1-percentage-
point decrease in the discount rate and (b) the OPEB liability determined with
a 1-percentage-point increase and a 1-percentage-point decrease in the as-
sumed healthcare cost trend rate.
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B128. In addition, for OPEB provided through OPEB plans that are adminis-
tered through trusts that meet the criteria in paragraph 4, this Statement
requires disclosure of information about the expected asset allocation of the
OPEB plan’s investment portfolio and the long-term expected real rates of
return on the major asset classes in that portfolio. The Board concluded that
such information is essential to understanding the assumptions made about the
long-term expected rate of return.

Information about the employer’s funding policy (contributions)

B129. In this Statement, the Board has made clear the separation between its
objectives related to establishing standards for the financial reporting of OPEB
by employers and public policy matters such as the OPEB contribution policy.
As a result, the Board does not believe that it would be appropriate to require
disclosures in this Statement about a standardized measure of the amount an
employer would need to contribute to an OPEB plan each year as part of a
systematic contribution plan. Instead, the Board believes that the relevance for
financial reporting of information related to the amounts computed as part of a
systematic contribution plan depends on whether that measure is used to
determine an employer’s contributions to the OPEB plan each year. This
Statement, therefore, requires that information about the employer’s contribu-
tion policy, including the basis for determining contributions, be disclosed. In
addition, for OPEB provided through an OPEB plan that is administered through
a trust that meets the criteria in paragraph 4, the measure of contributions from
the employer to the OPEB plan during the measurement period is required to
be presented in the detailed schedule of changes in the net OPEB liability of a
single or agent employer. In certain circumstances, additional information about
contributions is required to be presented in an employer’s required supplemen-
tary information schedules. (These requirements are discussed in paragraphs
B141−B145.) For employers that do not have a funding policy based on
actuarially determined amounts, that fact would be evident through the required
description of the employer’s funding policy and, potentially, the absence of
actuarially determined contribution information in the employer’s financial
report.

Disclosures about the OPEB Plan’s Fiduciary Net Position

B130. For OPEB provided through an OPEB plan that is administered through
a trust that meets the criteria in paragraph 4, this Statement includes a
requirement for an employer to include in its basic financial statements all
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disclosures about the elements of the OPEB plan’s basic financial statements
(assets, deferred outflows of resources, liabilities, deferred inflows of resources,
and fiduciary net position) that are required to be presented by standards
applicable to the OPEB plan and its activities. The Board concluded that
information that has been determined to be essential to understanding those
elements in other reporting contexts also would be essential to a user of an
employer’s financial statements in which measures based in part on the OPEB
plan’s fiduciary net position are recognized.

B131. The Board notes that the required disclosures are included and available
in the financial statements of the OPEB plan, if that OPEB plan issues stand-
alone financial statements or is included in the financial report of another
government. Therefore, because there may be potential cost savings in the
preparation and audit of employer financial statements—and a potentially
confusing presentation of information could be avoided in a situation in which
an employer’s financial report also includes (as a fiduciary fund) an OPEB plan
with a fiscal year-end that differs from the measurement date of the employer’s
net OPEB liability—this Statement includes a provision that an employer can
exclude certain disclosures related to the elements of the OPEB plan’s basic
financial statements and instead refer to an OPEB plan’s stand-alone financial
report or the report of another government that includes the OPEB plan,
provided that the financial report is available to the public on the Internet. In
cases in which the date of the financial statements of the OPEB plan is not the
same as the measurement date of the employer’s net OPEB liability, reference
is permitted. However, if there has been a significant change between the date
of the financial statements of the OPEB plan and the measurement date of the
net OPEB liability recognized by the employer, the Board concluded that
additional disclosures about the nature and significance of the change are
essential to understanding the amounts recognized in the net OPEB liability.

B132. Some respondents to the Exposure Draft disagreed with the proposal
that, in order for an employer to be able to reference to an OPEB plan’s financial
report for disclosures related to the OPEB plan’s fiduciary net position, the
OPEB plan’s financial report be available on the Internet. Those respondents
noted that additional costs may have to be incurred to make such a report
available in that manner. The Board believes that without this requirement,
users of the financial statements would have to incur costs to obtain this
essential information related to the elements of the OPEB plan’s fiduciary net
position. Therefore, the Board affirmed its prior conclusions that reference
should be permitted only if the OPEB plan’s financial report is available on the
Internet.
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Changes in the Net OPEB Liability

B133. For single and agent employers, which provide OPEB through OPEB
plans that are administered through trusts that meet the criteria in paragraph 4,
this Statement requires detailed disclosure of information about the compo-
nents of the changes in the net OPEB liability. (Similar requirements are
included for information about changes in the total OPEB liability for employers
that provide OPEB through OPEB plans that are not administered through
trusts that meet the criteria in paragraph 4.) For employers that were classified
as single or agent employers under the requirements of Statement 45, previous
requirements for accounting and financial reporting for OPEB included provi-
sions for disclosure in notes to financial statements about the actuarially deter-
mined funded status of the OPEB plan as of the most recent actuarial valuation
date but did not require information about the changes in the components of
funded status. The requirements of this Statement are similar in some ways to
that funded status information but provide a greater depth of information that
reflects the requirement that employers classified as single or agent employers
in this Statement recognize a net OPEB liability.

B134. The net OPEB liability is complex in the sense that the liability is created,
and its amount may be increased or decreased, by diverse types of transactions
or other events in each financial reporting period. The Board concluded that for
financial statement users to understand and assess this liability and its position
within a government’s financial statements, it is essential for users of single or
agent employer financial statements to have information not only about the
amount of the balance but also about the transactions or other events that
created or changed the amount of the liability. These changes include both the
direct effects of actions by the employer and the effects of events to which the
employer is exposed as a consequence of its OPEB commitments and policies.
Further, because the net OPEB liability encompasses two distinctly different
components—the total OPEB liability and the OPEB plan’s fiduciary net
position—each of which is affected by different events, the Board concluded
that to enhance transparency, information about the two separate components
of the net OPEB liability, and changes in the two components of that liability, is
essential to a user’s understanding of the amount recognized in the employer’s
financial statements in those circumstances.
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Information about OPEB Expense and Deferred Outflows
of Resources and Deferred Inflows of Resources Related to
OPEB

B135. This Statement requires disclosure of the amount of OPEB expense
recognized and a summarized presentation of the sources of the balances of
deferred outflows of resources and deferred inflows of resources related to
OPEB. In addition, summarized information about the amount of the balances
reported as deferred outflows of resources and deferred inflows of resources
related to OPEB that will be recognized in future periods is required. The Board
concluded that these disclosures provide information that is essential for users
of financial statements to understand the amount of OPEB expense recognized
and the balances of deferred outflows of resources and deferred inflows of
resources related to OPEB reported in the financial statements.

Disclosure Requirements for Cost-Sharing Employers

B136. This Statement requires cost-sharing employers to disclose the same
basic information about their OPEB as is required for single and agent employ-
ers. The Board concluded that the characteristics of OPEB provided through
cost-sharing plans do not diminish the needs of users for information about the
key elements of the OPEB that is provided to employees through those OPEB
plans. For similar reasons, cost-sharing employers are required to disclose
assumptions applied in measuring the total OPEB liability, information about the
OPEB plan’s fiduciary net position, and descriptions of events that gave rise to
changes in those components (for example, changes of benefit terms or
changes of assumptions or other inputs) in the period. Information also should
include disclosure of the assumptions used to determine the employer’s pro-
portion of the collective net OPEB liability.

B137. With regard to information about a cost-sharing employer’s proportion-
ate shares of the collective net OPEB liability, OPEB expense, and deferred
outflows of resources and deferred inflows of resources related to OPEB, the
Board concluded that information about the employer’s reported amounts for
each of an employer’s cost-sharing OPEB plans would be essential to a user’s
understanding of the employer’s financial statements. As noted earlier, this
Statement requires a cost-sharing employer to disclose descriptive information
about events that affected the total OPEB liability in the current period—for
example, a description of changes of benefit terms. However, this Statement
does not include requirements for cost-sharing employers to present detailed
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information about changes in the components of the collective net OPEB
liability, as is required for single and agent employers. In the view of the Board,
that level of detail would provide meaningful information if presented for com-
ponents of the collective net OPEB liability. However, the Board determined that
level of detail is not essential to understanding the amounts recognized by the
individual cost-sharing employer. Because of the pooling features of cost-
sharing OPEB plans, individual employers are one step removed from the
collective measures. Although changes in the collective net OPEB liability affect
the OPEB liabilities recognized by each employer, the components of changes
in the collective net OPEB liability can be viewed as having a more direct
relationship to the employers collectively than to any individual employer. The
Board, therefore, concluded that this information should not be required in
cost-sharing employer financial statements.

Required Supplementary Information of Employers

B138. The Board evaluated potential requirements for the presentation of
required supplementary information within the context of the conceptual guid-
ance in Concepts Statement 3, which states that required supplementary
information is “supporting information that . . . is essential for placing basic
financial statements and notes to basic financial statements in an appropriate
operational, economic, or historical context” (paragraph 42).

B139. The requirements of this Statement for single and agent employers and
employers that provide OPEB through defined benefit OPEB plans that are not
administered through trusts that meet the criteria in paragraph 4 of this State-
ment include presentation in required supplementary information of a 10-year
schedule of changes in the net OPEB liability (or total OPEB liability, as
applicable), for which the current-year information also is required to be in-
cluded in notes to financial statements. The Board determined that the infor-
mation in this schedule would explain, in terms of historical transactions or other
events, the factors that have resulted in the OPEB liability that is recognized by
the employer in the current-period financial statements. The Board also deter-
mined that a multiyear presentation of this information enhances the analytical
potential of the current-year disclosure of changes by supporting analysis of the
various types of changes, individually or in combination, over time. However,
because the Board believes that it would have information value primarily when
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presented relative to the collective liability of the employers, the Board con-
cluded that cost-sharing employers should not be required to provide similar
information. Statement 74 requires this information to be presented in the
OPEB plan’s financial report.

B140. For single and agent employers and employers that provide OPEB
through OPEB plans that are not administered through trusts that meet the
criteria in paragraph 4, this Statement also includes requirements for reporting
that supplements the required information about the total OPEB liability and, if
applicable, the OPEB plan’s fiduciary net position with ratios to place the
individual balances into perspective. The Board concluded that such ratios
provide information that enables users to assess changes in the OPEB liability
and, if applicable, the relationship of the components of the net OPEB liability
to each other over time at a higher level than the information presented in the
schedule of changes in the OPEB liability. The information may be presented
together with the schedule of changes in the OPEB liability or as a separate
schedule. For similar reasons, cost-sharing employers are required to present
similar information about their proportionate share of the collective net OPEB
liability. For such summary information, the Board concluded generally that it is
essential to present the information measured at the individual-employer level
to relate these schedules to amounts recognized in the employer’s financial
statements. In addition, information about the employer’s proportionate share
of the collective net OPEB liability over time would provide essential context to
understanding period-to-period changes in the OPEB liability recognized by the
employer. However, it also concluded that ratio information about the relation-
ship of the amount of the OPEB plan’s fiduciary net position to the total OPEB
liability bears a more direct relationship to the collective net OPEB liability;
therefore, this Statement requires that ratio to be measured at the collective
level for presentation in the employer’s schedule.

B141. For OPEB provided through OPEB plans that are administered through
trusts that meet the criteria in paragraph 4, this Statement includes a require-
ment for single and agent employers to include in required supplementary
information a 10-year schedule that presents employer contributions in com-
parison to actuarially determined contributions, if such contributions are deter-
mined. As previously discussed, in this Statement, the Board removed the
specific link between (a) the accounting measures of the employer’s OPEB
liability and OPEB expense and (b) actuarially calculated funding-based meas-
ures. However, the Board determined that, in circumstances in which an
actuarially determined contribution rate is established for any purpose, a 10-
year schedule providing information about employer contributions—including
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contributions and actuarially calculated contributions—as well as information
related to covered-employee payroll, is essential for providing historical and
economic context for the amount of contributions reported as additions to the
OPEB plan’s fiduciary net position and should be presented as required supple-
mentary information. In addition, information about the key methods and
assumptions used in determining the actuarial contribution measure is required
to be presented in notes to schedules of required supplementary information.
The detail of contributions over a 10-year period provides historical context for
the amount of contributions in the current period. Information about actuarially
determined contributions, as well as covered-employee payroll information,
provides economic context to the contribution amounts reported. The Board
concluded that for practical reasons, cost-sharing employers should not be
required to present a 10-year schedule that presents employer contributions in
comparison to actuarially determined contributions and noted that similar infor-
mation, at the collective level, is required by Statement 74 to be presented by
cost-sharing OPEB plans. Information that is required to be presented by
cost-sharing employers about contributions is discussed in paragraph B142.

B142. With regard to contributions for OPEB provided through OPEB plans
that are administered through trusts that meet the criteria in paragraph 4 made
by single and agent employers that do not have actuarially determined contri-
butions but do have statutorily or contractually established contribution require-
ments, the Board determined that there would be little incremental cost to
provide information about contributions relative to the employer’s statutory or
contractual requirements. The Board believes that this information would pro-
vide users of the employer’s financial statements with historical context relative
to the employer’s contribution policy and, therefore, this Statement requires
that single and agent employers in that circumstance disclose information
about the statutory or contractual rates, as well as the amounts of employer
contributions relative to those rates, over a 10-year period. Similarly, for cost-
sharing employers that have statutorily or contractually determined contribution
requirements, the Board concluded that information comparing the employer’s
contributions to those statutorily or contractually determined rates provides
essential context to evaluate the contribution policies of individual employers.
Therefore, this Statement requires presentation of a 10-year schedule with
those comparisons in required supplementary information.

B143. Some respondents to the Exposure Draft requested that actuarially
determined contribution information be required to be presented in required
supplementary information for all employers regardless of whether an actuari-
ally determined contribution is established. Some of those respondents believe
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that the actuarially determined contribution should be required to be measured
using the requirements that Statement 45 uses for measurement of the annual
required contribution. The Board believes that presentation of information
related to the actuarially determined contribution provides essential historical
context related to the employer’s funding policy. Therefore, if an actuarially
determined contribution is calculated, the Board believes contribution informa-
tion in relation to the actuarially determined contribution for the last 10 years
should be presented. However, the Board does not believe that this Statement
should require employers that do not obtain an actuarially determined contri-
bution to incur additional costs to obtain the information. Further, because the
focus of the employer’s financial statements is on the accounting measure-
ments and not on the funding measurements, the Board concluded that this
Statement should not establish detailed requirements related to the determina-
tion of the actuarially determined contribution.

B144. The Exposure Draft also proposed requirements for a 10-year schedule
of required supplementary information that presents information about actuari-
ally determined contributions, if calculated, for employers that provide OPEB
through OPEB plans that are not administered through trusts that meet the
criteria in paragraph 4. Some respondents questioned the value associated
with that information because, in circumstances in which an OPEB plan is not
administered through a trust that meets the criteria in paragraph 4, the em-
ployer is not considered for financial reporting purposes to be making contri-
butions in relation to that actuarially determined contribution. The Board recon-
sidered the proposal and concluded that, in that circumstance, historical context
would be provided through the presentation of the information about benefit
payments that is shown in the 10-year schedule of changes in the total OPEB
liability. Therefore, this Statement does not include a requirement for informa-
tion about actuarially determined contributions in that circumstance.

B145. Other respondents to the Exposure Draft recommended that a schedule
presenting expected benefit payments for the next 10 years be required. Those
respondents believe that such information would allow users of the financial
statements to assess the effects of OPEB on the employer’s future cash flows.
The Board believes that the information that is required to be provided, includ-
ing information about significant assumptions and historical information about
transactions and other events that affect the OPEB liability, explains the OPEB
liability that is recognized in the financial statements and provides a basis for
users to develop expectations about future transactions and events relative to
that liability. Therefore, the Board concluded that a schedule of expected benefit
payments for the next 10 years should not be required.
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Ten-Year Schedules

B146. Statement 45 includes a requirement for employers classified as single
or agent employers under that Statement to present required supplementary
information about funded status from three actuarial valuations, which covers
three, six, or nine years, depending on the frequency of those actuarial valua-
tions. During research conducted prior to the issuance of Statement 68, the
Board received feedback from some users of financial statements that, if the
intent is to provide historical context, information covering additional years is
needed. To provide information that is essential to understanding trends and to
place the information reported for the current period into historical perspective,
this Statement requires that all schedules of required supplementary informa-
tion present information for 10 years—a period that the Board believes will
provide information to identify some cyclical factors and other trends in the
information without resulting in an overly burdensome presentation. Transition
provisions have been included in this Statement to accommodate prospective
presentation of some of the information required in the 10-year schedules in
certain circumstances. (See paragraph B174.)

Requirements When a Primary Government and Its
Component Units Provide Benefits through the Same
Defined Benefit OPEB Plan

B147. This Statement includes guidance related to the applicability of its
requirements to the reporting entity, as well as to a primary government and its
component units. To minimize variations in application of the requirements of
this Statement, in circumstances in which a primary government and its com-
ponent units provide OPEB through the same defined benefit OPEB plan that
is administered through a trust that meets the criteria in paragraph 4, the note
disclosure and required supplementary information requirements for single
employers are required to be presented in the financial statements of the
financial reporting entity. This Statement also requires that in the reporting
entity’s note disclosures, amounts associated with the primary government and
amounts associated with the discretely presented component units (in the
aggregate) be separately identified. However, in this circumstance, a primary
government and its component units are required to apply the cost-sharing
provisions of this Statement when presenting information in their stand-alone
financial statements, if applicable. A similar overall approach is required to be
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applied by a primary government and its component units in circumstances in
which they provide OPEB through the same defined benefit OPEB plan that is
not administered through a trust that meets the criteria in paragraph 4.

B148. This approach recognizes that the perspective of the relationship be-
tween the primary government and its component units varies depending upon
the entity that is presenting the financial report. The Board believes that when
the financial statements are presented for the reporting entity, the perspective
for OPEB information is on the reporting entity as a whole. However, when the
financial statements relate to the primary government alone or to a stand-alone
component unit, the Board believes that the perspective should be on an entity
that participates with other entities in an OPEB plan. The Board concluded that
this approach generally will address the need to provide information to assess
accountability of the primary government for its component units and that
comparability of information reported by governments will be enhanced by a
single approach to classify OPEB plans, combined with the establishment of a
consistent methodology for the allocation of OPEB-related measures among
the primary government and its component units, in such circumstances. Some
respondents to the Exposure Draft disagreed with the requirement to apply an
approach similar to that required to be applied by cost-sharing employers in
circumstances in which a primary government and its component units provide
OPEB through the same OPEB plan. Those respondents recommended that
other methodologies for allocation of the OPEB liability and related measures
be permitted. The Board concluded that the approach in this Statement for
primary governments and component units that provide benefits through the
same defined benefit OPEB plan is consistent with other similar circumstances
in which there are multiple entities recognizing a portion of the collective OPEB
liability.

Application of Requirements to Fund Financial Statements
and Activities

B149. This Statement does not provide specific guidance for allocating OPEB
liabilities and related measures among fund financial statements and between
governmental and business-type activities in the government-wide statement of
net position. Some respondents to the Exposure Draft recommended that the
Board provide such allocation guidance because respondents believe that
there will be divergence in techniques used to allocate OPEB liabilities and
related measures if guidance is not provided. After consideration of the existing
guidance related to reporting liabilities, the Board concluded that additional
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guidance is not needed for allocation of OPEB liabilities and related measures
to funds and activities. The Board believes that there is nothing about a
government’s OPEB liability (and related measures) that, for purposes of
allocation to funds and activities, distinguishes it from other long-term liabilities
that are based on estimates—circumstances for which existing guidance al-
ready is available.

Application of Requirements to Financial Statements
Prepared Using the Current Financial Resources
Measurement Focus and Modified Accrual Basis of
Accounting

B150. This Statement specifically addresses the application of its requirements
to financial statements prepared using the current financial resources meas-
urement focus and modified accrual basis of accounting by requiring an OPEB
liability to be recognized to the extent the liability is normally expected to be
liquidated with expendable financial resources. In addition, OPEB expenditures
are required to be recognized equal to the total of (a) amounts paid by the
employer to the OPEB plan, including amounts paid for OPEB as the benefits
come due, and (b) the change between the beginning and ending balances of
amounts normally expected to be liquidated with expendable financial re-
sources. These requirements are consistent with the requirements of State-
ment 45 and the requirements for recognition of other long-term liabilities and
related expenditures in financial statements prepared using the current financial
resources measurement focus and modified accrual basis of accounting in
Interpretation No. 6, Recognition and Measurement of Certain Liabilities and
Expenditures in Governmental Fund Financial Statements. To clarify the appli-
cation of those requirements, the Board decided to specify the point at which
OPEB liabilities are normally expected to be liquidated with expendable avail-
able resources.

Payables to a Defined Benefit OPEB Plan

B151. This Statement includes accounting and financial reporting require-
ments for payables of an employer to defined benefit OPEB plans that are
administered through trusts that meet the criteria in paragraph 4. Such payables
can arise from several types of events. For example, liabilities to an OPEB plan
can be created as a result of a legally required annual contribution to an OPEB
plan that has not been made as of the period-end. Those payables typically are
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short term in nature. Other payables to an OPEB plan are longer term obliga-
tions. For example, when entering a preexisting cost-sharing OPEB plan, an
employer often enters into a separate financing arrangement with the OPEB
plan for the past service cost of that employer’s employees. (Under previous
standards, such long-term liabilities of an employer to an OPEB plan were
termed OPEB-related debt.) The Board concluded that because they are legally
required, payables to a defined benefit OPEB plan meet the definition of a
liability in Concepts Statement 4 and should continue to be recognized as
liabilities of an employer. Further, the Board concluded that disclosure of
information about the terms of the liability, the balances outstanding at period-
end, and the circumstances giving rise to such liabilities would be essential to
inform a user of the financial statements about the existence, magnitude, and
conditions of a liability to the OPEB plan, separate from the liability to the
employees as a result of the employment exchange.

Defined Contribution OPEB

B152. This Statement generally carries forward the requirements of State-
ment 45 for employer accounting and financial reporting for defined contribution
OPEB. The Board believes that defined contributions are the amounts that are
defined by the benefit terms as being attributable to employees’ services in a
period, notwithstanding variations that may exist with regard to the occurrence
or timing of actual payments into an employee’s individual account. Therefore,
in this Statement, the definition of defined contribution OPEB, as well as the
accounting requirements for that OPEB, include provisions to accommodate
circumstances in which the timing of payments into individual accounts does not
coincide with the period of employee service to which defined contributions
pertain (as when a nonvested employee accumulates credits for which the
employer delays payment into the employee’s account until vesting provisions
have been satisfied). However, the underlying notion inherent in the definition
in Statement 45 remains. That is, OPEB is classified as defined contribution for
accounting and financial reporting purposes if the amount of OPEB that the
employee will receive will depend only on the contributions (or credits) to the
employee’s account, actual earnings on the underlying assets associated with
contributions (or credits) to the employee’s account, and adjustments for
forfeitures of contributions, as well as OPEB plan administrative costs, that are
allocated to the employee’s account. This definition excludes from the category
of defined contribution OPEB the OPEB that is provided through OPEB plans
in which interest earnings in individual employee accounts are not derived from
actual earnings on underlying assets contributed or credited to the account—for
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example, circumstances in which the employer provides a defined rate of return
on employee balances or interest crediting is based on a specified index rather
than on actual investment earnings. It also excludes circumstances in which the
employer has longevity risk associated with an annuitization feature of OPEB
that otherwise would be classified as defined contribution.

Special Funding Situations

B153. As previously discussed, the Board believes that the liability for OPEB
originates with employers as a result of employment exchanges that promise
OPEB for employee service. Therefore, employer accounting in this Statement
is based on recognition of the employer’s liability to employees for OPEB to the
extent that fiduciary net position is not currently held by an OPEB plan that is
administered through a trust that meets the criteria in paragraph 4 of this
Statement—an amount that reflects the expected future sacrifice of resources
relative to those benefits. In some cases, however, there are entities other than
the employers that are expected to sacrifice resources to satisfy the liability to
employees for OPEB because of legal requirements to make contributions
directly to an OPEB plan or to make payments for OPEB as the benefits come
due (either directly to the employee by the nonemployer contributing entity or
through the use of the nonemployer contributing entity’s assets accumulated
for OPEB and held by others). Certain of these circumstances are defined as
special funding situations by this Statement.

B154. With regard to these situations, the Board considered two possible
views, each with different implications for accounting and financial reporting
purposes. That is, the legal responsibility of the nonemployer contributing entity
to contribute directly to the OPEB plan or to make benefit payments directly for
OPEB as the benefits come due should be viewed as either (a) an assumption
by the paying nonemployer contributing entity of a portion of the unfunded
OPEB liability of the employer or (b) a responsibility to assist in funding the
employer’s OPEB liability with no assumption of the unfunded OPEB liability of
the employer. Some respondents to the Exposure Draft supported the latter
view. Those respondents generally advocated for the application of the require-
ments of Statement No. 33, Accounting and Financial Reporting for Nonex-
change Transactions, to those circumstances. In their view, the involvement of
a nonemployer contributing entity should have the same effect for accounting
and financial reporting purposes whether the entity provides its support through
payments directly to the employer or through contributions made directly to the
OPEB plan. Those respondents also believe that because the exchange that
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creates the OPEB obligation occurs between the employer and the employee,
the resultant liability should be reported by the employer until it is satisfied by
payments of benefits to the employee or by transfer of assets to an OPEB plan
that is administered through a trust that meets the criteria in paragraph 4.

B155. After considering these views, the Board concluded that, unlike in a
typical nonexchange transaction addressed in Statement 33, the nonemployer
contributing entity in a special funding situation has a direct obligation under the
economic resources measurement focus and accrual basis of accounting. That
obligation warrants the recognition of a liability based on when the benefits are
earned rather than on when contributions are due and payable to the OPEB
plan (which would result from the application of an eligibility-requirements-
based view).

B156. Within the context of the definition of a liability in Concepts Statement 4,
the Board concluded that if (a) an entity is legally required to provide assets to
the OPEB plan in the future to satisfy the accrued OPEB obligation (through
contributions directly to an OPEB plan or payment of OPEB as the benefits
come due) and (b) that requirement is not dependent on the occurrence of an
event unrelated to the OPEB, that entity has a present obligation to sacrifice
resources (that is, a liability) for those benefits. Therefore, in such circum-
stances, the Board concluded that a nonemployer contributing entity’s legal
requirement should be viewed for accounting and financial reporting purposes
as an assumption by the nonemployer contributing entity of a portion of the
OPEB liability of the employer on whose behalf the contributions or benefit
payments are made directly. The Board also concluded that in all circumstances
in which a nonemployer contributing entity is the only entity with a legal
obligation to make contributions to the OPEB plan or to make benefit payments
directly as OPEB comes due, the nonemployer entity’s involvement should be
viewed as an assumption of the employer’s entire OPEB obligation.

B157. This Statement requires an approach that results in (a) the employer
recognizing a net OPEB liability (or total OPEB liability, as applicable) that
reflects an adjustment for the proportion of the employer’s liability that is
allocated to a nonemployer contributing entity as a result of its requirement to
contribute and (b) a governmental nonemployer contributing entity that has a
legal requirement to make contributions or to make benefit payments directly
consistent with the characteristics identified in paragraph B156 recognizing in
its financial statements its proportionate share of the collective net OPEB
liability (or collective total OPEB liability, as applicable) of the employers on
whose behalf it contributes. To reduce the complexities of the approach, this
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Statement requires that the measurements of the governmental nonemployer
contributing entity’s deferred outflows of resources and deferred inflows of
resources be based solely on its proportion of the collective net OPEB liability,
rather than requiring the nonemployer contributing entity to obtain information
about each individual employer’s balances of deferred outflows of resources
and deferred inflows of resources related to OPEB. The individual balances of
deferred outflows of resources and deferred inflows of resources that will be
reported by the employers and the governmental nonemployer contributing
entities as a result of using the approach required by this Statement will differ
from those that would result if the governmental nonemployer contributing
entity’s approach was based on individual employer balances. However, the
Board believes that practical concerns about the cost of measurements and
potential challenges associated with obtaining information from potentially
numerous individual employers warrants deviation from the conceptual ap-
proach for these measurements.

B158. In broad terms, the approach required by this Statement is a continua-
tion of the basic approach required in Statement 45 for special funding situa-
tions. That approach requires the entity that is legally responsible for employer
contributions to follow the applicable employer provisions of that Statement for
measurement and recognition of OPEB expense and liabilities. Statement 45
also requires both the employer and the governmental nonemployer contribut-
ing entity to apply the requirements of Statement No. 24, Accounting and
Financial Reporting for Certain Grants and Other Financial Assistance, as
amended. The project leading to this Statement did not reexamine or reconsider
the requirements of Statement 24, as amended, generally, and, therefore, this
Statement incorporates the requirements of Statement 24, as amended, with
modifications only to reflect changes in the overall accounting framework
applied to OPEB, including consideration of OPEB provided through OPEB
plans that are not administered through trusts that meet the criteria in para-
graph 4. The approach in this Statement results in an employer recognizing an
amount of OPEB expense that reflects the total cost of services associated with
those benefits, with the financial support of the nonemployer contributing entity
recognized as revenue.

B159. Modifications required as a result of the accounting framework of this
Statement included consideration of issues similar to those related to the
measurement of the net OPEB liabilities and other measures by individual
cost-sharing employers. That is, issues related to (a) assumptions about rela-
tive proportion and (b) accounting for a change in proportion, differences
between amounts recognized by the OPEB plan as contributions (or benefit
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payments, as applicable), and each entity’s share of those amounts, are
relevant to both circumstances. Generally, the objective of the measurement of
a nonemployer contributing entity’s assumption of an employer’s net OPEB
liability and related measures is the same as the objective of similar measure-
ments for cost-sharing employers—that is, to result in recognition of liabilities
that represent the expectation of future sacrifices of the entities’ resources.
Therefore, the requirements of this Statement for measurement of OPEB-
related balances and expense by governmental nonemployer contributing en-
tities in special funding situations generally are parallel to the requirements for
cost-sharing employers.

B160. Some respondents to the Exposure Draft disagreed that requirements
should be established for special funding situations in which OPEB is not
provided through OPEB plans that are administered through trusts that meet
the criteria in paragraph 4 because, in those circumstances, the nonemployer
contributing entity is legally required to make benefit payments as the benefits
come due, rather than making contributions to the OPEB plan. Although the
resources are not accumulated in a trust that meets the criteria in paragraph 4
in those circumstances, the Board concluded that a nonemployer contributing
entity that is legally required to sacrifice resources to make benefit payments
directly to employees has a similar relationship to the OPEB liability as a
nonemployer contributing entity that is legally required to sacrifice resources by
making contributions directly to an OPEB plan prior to the payment of benefits.
Therefore, the Board concluded that the payment of benefits directly by the
nonemployer contributing entity is consistent with the special funding situation
requirements for OPEB that is provided through an OPEB plan that is admin-
istered through a trust that meets the criteria in paragraph 4 if the other criteria
for a special funding situation are met.

Note Disclosures and Required Supplementary Information
for Special Funding Situations

B161. This Statement requires note disclosures of employers to describe the
effects of the involvement of a nonemployer contributing entity on certain
amounts recognized by the employer. This Statement also includes note dis-
closure requirements for governmental nonemployer contributing entities in
special funding situations, with separate requirements for those governmental
nonemployer contributing entities that recognize a substantial portion of the
collective OPEB liability and those that do not recognize a substantial portion.
With regard to governmental nonemployer contributing entities that recognize a
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substantial portion of the collective OPEB liability, this Statement requires note
disclosures and schedules of required supplementary information that generally
are consistent with those required for cost-sharing employers. The Board
believes that if the relative share of the governmental nonemployer contributing
entity is substantial, the relationship of the entity to the collective OPEB liability
is similar to that of a cost-sharing employer to that measure. Therefore, similar
information about that relationship is essential to a user’s understanding of the
governmental nonemployer contributing entity’s financial statements. With re-
gard to governmental nonemployer contributing entities that do not recognize a
substantial portion of the collective OPEB liability, this Statement requires
presentation of information in notes and required supplementary information at
a level of detail that is reduced from that of an employer. The Board concluded
that more detailed information about changes in and the relationships of the
components of the amounts recognized by the governmental nonemployer
contributing entity in this circumstance is not essential to a user of its financial
statements.

B162. Some respondents to the Exposure Draft expressed concern with the
subjectivity involved with determining whether a governmental nonemployer
contributing entity recognizes a substantial portion of the collective OPEB
liability. The Board concluded that professional judgment should be applied to
each special funding situation to determine whether a governmental nonem-
ployer contributing entity recognizes a substantial portion of the collective
OPEB liability.

Insured Benefits

B163. This Statement generally carries forward requirements from State-
ment 45 for recognition and disclosure of insured benefits. The Board believes
the most significant type of OPEB—postemployment healthcare benefits—is
unlikely to be insured because of uncertainties related to projecting the pay-
ments of benefits that will be due in future years. However, the Board concluded
that employers might provide other forms of OPEB through insured OPEB
plans and that these benefits should be excluded from the projection of benefit
payments when measuring an employer’s liability for defined benefit OPEB for
the same reasons the Board decided to exclude allocated insurance contracts
from the projection of benefit payments, as discussed in paragraph B58.
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B164. Some respondents to the Exposure Draft requested clarification as to
whether OPEB expense recognized for insured benefits should equal required
premiums paid to the insurer during the reporting period or during the entire
service period of the employee covered under the arrangement. The Board
concluded that OPEB expense should be recognized equal to the amount of
premiums or other payments required for the reporting period and clarified the
expense recognition requirement to reflect this decision.

Considerations Related to Benefits and Costs

B165. The overall objective of financial reporting by state and local govern-
ments is to provide information to assist users (the citizenry, legislative and
oversight bodies, and investors and creditors) in assessing the accountability of
governments and in making economic, social, and political decisions. One of
the principles guiding the Board’s setting of standards for accounting and
financial reporting is the assessment of expected benefits and the perceived
costs. The Board strives to determine that its standards (including disclosure
requirements) address an essential user need and that the costs incurred
through the application of its standards, compared with possible alternatives,
are justified when compared to the expected overall public benefit.

B166. Present and potential users are the primary beneficiaries of improve-
ments in financial reporting. Persons within governments who are responsible
for keeping accounting records and preparing financial statements, as well as
managers of public services, also benefit from the information that is collected
and reported in conformity with GASB standards. The costs to implement the
standards are borne primarily by governments and, by extension, their citizens
and taxpayers. Users also incur costs associated with the time and effort
required to obtain and analyze information to meaningfully inform their assess-
ments and decisions.

B167. The Board’s assessment of the expected benefits and perceived costs
of issuing new standards is unavoidably more qualitative than quantitative
because no reliable and objective method has been identified for quantifying
the value of improved information in financial statements. Furthermore, it is
difficult to accurately measure the costs of implementing new standards until
implementation has actually taken place. Nonetheless, the Board undertakes
this assessment based on the available evidence regarding expected benefits
and perceived costs with the objective of achieving an appropriate balance
between increasing benefits and minimizing costs.
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B168. The Board assessed the expected benefits and perceived costs of its
requirements at two levels—for individual decisions and for the entirety of the
Statement. Throughout its deliberations, the Board specifically considered the
relative expected benefits and perceived costs of individual decisions and also
considered information gathered related to pensions from the research per-
formed and respondent comments received on the due process documents that
led to Statements 67 and 68. For example, similar to the requirements for the
measurement of an employer’s net pension liability, this Statement requires
measurement of the employer’s OPEB liability as of a measurement date no
earlier than the employer’s prior fiscal year-end, with the total OPEB liability
determined by an actuarial valuation as of that date or through the use of
procedures to update to the measurement date the results of an actuarial
valuation as of a date no more than 30 months and 1 day prior to the
employer’s fiscal year-end. The Board believes that allowing a measurement
date to be offset from the employer’s fiscal year-end rather than requiring that
the measurement be as of the employer’s fiscal year-end will significantly
reduce costs for both employers and OPEB plans. In addition, this Statement
requires disclosure of the sensitivity of the OPEB liability to changes in the
discount rate and healthcare cost trend rate, if applicable. To address respond-
ent concerns about costs, this Statement requires disclosure of fewer measures
than were proposed in the Exposure Draft.

B169. The Board also considered the aggregate expected benefits and per-
ceived costs associated with the entirety of the requirements in this Statement.
The Board believes that the expected benefits—improved decision-usefulness
and enhanced value of information for assessing accountability and interperiod
equity, greater comparability and consistency, and increased transparency—
that will result from the information provided through implementation of this
Statement, both initially and on an ongoing basis, are significant. The Board is
cognizant that the costs of implementing the changes required by this State-
ment may be significant, though principally in terms of the initial implementation
effort rather than ongoing compliance in subsequent years. As discussed in
paragraphs B83−B92, the Board decided to permit the use of an alternative
measurement method for OPEB measurements in circumstances in which an
OPEB plan is used to provide OPEB to fewer than 100 employees to alleviate
some of the ongoing costs of complying with the requirements in this State-
ment. The Board believes that if OPEB is provided through plans of that size,
the perceived ongoing costs of obtaining actuarial valuations to comply with the
provisions in this Statement are substantial relative to the expected incremental
benefit of actuarial valuations.
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Effective Date and Transition

B170. Because of the importance that users of financial statements place on
information about OPEB provided by governments, the Board believes that the
requirements of this Statement should be implemented as soon as practicable.
The provisions of this Statement are required to be implemented one year
subsequent to the date at which OPEB plans are required to implement the
provisions of Statement 74. That is consistent with the provisions regarding the
timing of measurements, which permit the OPEB liability reported by employers
to be measured as of a date no earlier than the end of the employer’s prior fiscal
year, as well as with the provisions in Statement 74 that require a single-
employer or cost-sharing multiple-employer OPEB plan that is administered
through a trust that meets specified criteria to disclose information about the net
OPEB liability as of the OPEB plan’s fiscal year-end.

B171. In the Exposure Draft, the Board proposed that this Statement be
effective for fiscal years beginning after December 15, 2016. Some respondents
requested a phased-in approach to implementation, which would allow employ-
ers with fewer employees that are provided with OPEB to implement the
Statement in periods subsequent to employers with a greater number of
members that are provided with OPEB. That approach would have been similar
to the implementation approach used in Statements 43 and 45. Although
challenges still exist, the need to obtain measurements of OPEB for financial
reporting purposes is no longer new, and therefore, the Board concluded that
the perceived challenges do not rise to the level of those encountered during
the initial implementation of Statements 43 and 45.

B172. Some respondents to the Exposure Draft expressed concerns about the
proposed effective date and generally requested that the effective date be
delayed. Those respondents noted that they believe that additional time is
needed for planning, coordination, and education related to the proposed
requirements, including time to develop processes and information systems to
provide data that currently is not available. In addition, some respondents
observed the timing of the proposed effective date for OPEB plans in the
Exposure Draft that led to Statement 74 with other recently issued standards
such as Statement No. 72, Fair Value Measurement and Application. Because
the Board recognized that a significant effort would need to be undertaken by
many entities to implement Statements 72 and 74 in the same reporting period,
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the Board concluded that an additional six months should be provided to
implement the provisions of Statement 74 and similarly concluded that the
requirements of this Statement should be effective for fiscal years beginning
after June 15, 2017.

B173. Relative to the transition requirements, some respondents to the Ex-
posure Draft requested clarification as to what would be considered practical.
The phrase if not practical has been used in other GASB standards under a
similar context as used in this Statement. The Board believes that reasonable
efforts should be made before a government determines the required action is
not practical and that, in all cases, professional judgment should be applied.

B174. In addition, because of the potential cost associated with determining
the amounts of all deferred outflows of resources and deferred inflows of
resources related to OPEB, especially for employers that participate in OPEB
plans with complex features, the Board concluded that it is appropriate to
require retroactive application of the provisions of this Statement only to the
extent that it is practicable. Likewise, during transition, this Statement does not
require presentation of information for all periods for the 10-year required
supplementary information schedules that contain information about the em-
ployer’s OPEB liability because of concerns about potential cost and the
availability of information for past periods.
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Appendix C

ILLUSTRATIONS

C1. This appendix illustrates certain requirements of this Statement. The facts
assumed in these examples are illustrative only and are not intended to modify
or limit the requirements of this Statement or to indicate the Board’s endorse-
ment of the policies or practices shown. Disclosures set forth in this Statement
and in other GASB pronouncements, in addition to those shown, are required,
if applicable. Illustration 1 is coordinated with Illustration 1 in Appendix C of
Statement 74. Amounts presented may include rounding differences.

Illustration 1—Note Disclosures and Required Supplementary Information for a
Single Employer That Provides OPEB through a Defined Benefit OPEB Plan
That Is Administered through a Trust That Meets the Criteria in Paragraph 4 of
This Statement (No Nonemployer Contributing Entities)

Illustration 2—Note Disclosures and Required Supplementary Information for a
Cost-Sharing Employer That Provides OPEB through a Defined Benefit OPEB
Plan That Is Administered through a Trust That Meets the Criteria in Para-
graph 4 of This Statement (No Nonemployer Contributing Entities)

Illustration 3—Note Disclosures and Required Supplementary Information for a
Governmental Nonemployer Contributing Entity in a Special Funding Situation
for OPEB Provided through a Defined Benefit OPEB Plan That Is Administered
through a Trust That Meets the Criteria in Paragraph 4 of This Statement
(Substantial Proportion of Collective Net OPEB Liability)

Illustration 4—Note Disclosures and Required Supplementary Information for a
Single Employer That Provides OPEB through a Defined Benefit OPEB Plan
That Is Not Administered through a Trust That Meets the Criteria in Paragraph 4
of This Statement (No Nonemployer Contributing Entities)

Illustration 5—Calculations Using the Alternative Measurement Method for a
Single Employer That Provides OPEB through a Defined Benefit OPEB Plan
That Is Not Administered through a Trust That Meets the Criteria in Paragraph 4
of This Statement
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Illustration 1—Note Disclosures and Required
Supplementary Information for a Single Employer That
Provides OPEB through a Defined Benefit OPEB
Plan That Is Administered through a Trust That Meets
the Criteria in Paragraph 4 of This Statement (No
Nonemployer Contributing Entities)

[Note: This illustration includes only note disclosures and required supple-
mentary information required by this Statement. The circumstances of this
employer do not include all circumstances for which note disclosures and
required supplementary information should be presented.]

Sample City
Notes to the Financial Statements
for the Year Ended June 30, 20X9

(Dollar amounts in thousands)

Summary of Significant Accounting Policies

Postemployment Benefits Other Than Pensions (OPEB). For purposes of
measuring the net OPEB liability, deferred outflows of resources and deferred
inflows of resources related to OPEB, and OPEB expense, information about
the fiduciary net position of the Sample City Retiree Benefits Plan (SCRBP) and
additions to/deductions from SCRBP’s fiduciary net position have been deter-
mined on the same basis as they are reported by SCRBP. For this purpose,
SCRBP recognizes benefit payments when due and payable in accordance
with the benefit terms. Investments are reported at fair value, except for money
market investments and participating interest-earning investment contracts that
have a maturity at the time of purchase of one year or less, which are reported
at cost.

Note X—OPEB

[If the City’s employees were provided with benefits through more than one
defined benefit OPEB plan, the City should disclose information required by
paragraph 47 of this Statement and should apply the requirements of
paragraph 48 of this Statement. If the City had component units whose
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employees were provided with OPEB through the OPEB plan, the City
should apply the requirements of paragraph 49 of this Statement when
presenting financial statements of the reporting entity.]

General Information about the OPEB Plan

Plan description. The City’s defined benefit OPEB plan, Sample City Retiree
Benefits Plan (SCRBP), provides OPEB for all permanent full-time general and
public safety employees of the City. SCRBP is a single-employer defined
benefit OPEB plan administered by the Sample City Employees Retirement
System (SCERS). Chapter 21 of the Sample City Code grants the authority to
establish and amend the benefit terms to the SCERS Board of Trustees
(SCERS Board). SCERS issues a publicly available financial report that can be
obtained at [Internet address].

Benefits provided. SCRBP provides healthcare and vision benefits for retirees
and their dependents. Benefits are provided through a third-party insurer, and
the full cost of the benefits is covered by the plan.

[If the benefit terms included automatic or ad hoc postemployment benefit
changes, the City should disclose information about those terms, as required
by paragraph 50b(4) of this Statement.]

Employees covered by benefit terms. At June 30, 20X9, the following employ-
ees were covered by the benefit terms:

[If the OPEB plan was closed to new entrants, the City should disclose that
fact, as required by paragraph 50b of this Statement.]

205



Contributions. Chapter 21 of the Sample City Code grants the authority to
establish and amend the contribution requirements of the City and employees
to the SCERS Board. The Board establishes rates based on an actuarially
determined rate. For the year ended June 30, 20X9, the City’s average contri-
bution rate was 4.19 percent of covered-employee payroll. Employees are not
required to contribute to the plan.

[If there was a legal or contractual maximum contribution rate, the OPEB
plan should disclose information required by paragraph 50d(3) of this
Statement.]

[If the amount of contributions to the OPEB plan from the City required to
be disclosed by paragraph 50d of this Statement differed from the amount of
contributions to the OPEB plan from the City required to be disclosed by
paragraph 55b(6) of this Statement, in the schedule of changes in the net
OPEB liability, the City should disclose the contribution amount informa-
tion required by paragraph 50d of this Statement.]

Net OPEB Liability

The City’s net OPEB liability was measured as of June 30, 20X9, and the total
OPEB liability used to calculate the net OPEB liability was determined by an
actuarial valuation as of that date.

Actuarial assumptions. The total OPEB liability in the June 30, 20X9 actuarial
valuation was determined using the following actuarial assumptions, applied to
all periods included in the measurement, unless otherwise specified:

Mortality rates were based on the RP-2000 Healthy Annuitant Mortality Table
for Males or Females, as appropriate, with adjustments for mortality improve-
ments based on Scale AA.
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The actuarial assumptions used in the June 30, 20X9 valuation were based on
the results of an actuarial experience study for the period July 1, 20X5−April 30,
20X7.

[If the benefit terms included ad hoc postemployment benefit changes, the
City should disclose information about assumptions related to those
changes, as required by paragraph 51 of this Statement.]

The long-term expected rate of return on OPEB plan investments was deter-
mined using a building-block method in which best-estimate ranges of expected
future real rates of return (expected returns, net of OPEB plan investment
expense and inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage
and by adding expected inflation. The target allocation and best estimates of
arithmetic real rates of return for each major asset class are summarized in the
following table:

Discount rate. The discount rate used to measure the total OPEB liability was
7.0 percent. The projection of cash flows used to determine the discount rate
assumed that City contributions will be made at rates equal to the actuarially
determined contribution rates. Based on those assumptions, the OPEB plan’s
fiduciary net position was projected to be available to make all projected OPEB
payments for current active and inactive employees. Therefore, the long-term
expected rate of return on OPEB plan investments was applied to all periods of
projected benefit payments to determine the total OPEB liability.

207



[If there had been a change in the discount rate since the prior measurement
date, the City should disclose information about that change, as required by
paragraph 53a of this Statement.]

Changes in the Net OPEB Liability

[If there had been a change of assumption or other input or a change of
benefit terms that affected the measurement of the total OPEB liability
since the prior measurement date, the City should disclose information
required by paragraph 56c or paragraph 56d of this Statement, as appli-
cable. If benefit payments in the measurement period included amounts for
the purchase of allocated insurance contracts, the City should disclose
information required by paragraph 56e of this Statement.]

Sensitivity of the net OPEB liability to changes in the discount rate and health-
care cost trend rates. The following presents the net OPEB liability of the City,
as well as what the City’s net OPEB liability would be if it were calculated using
a discount rate that is 1-percentage-point lower (6.0 percent) or 1-percentage-
point higher (8.0 percent) than the current discount rate:
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Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates.
The following presents the net OPEB liability of the City, as well as what the
City’s net OPEB liability would be if it were calculated using healthcare cost
trend rates that are 1-percentage-point lower (8.5 percent decreasing to 4.5
percent) or 1-percentage-point higher (10.5 percent decreasing to 6.5 percent)
than the current healthcare cost trend rates:

OPEB plan fiduciary net position. Detailed information about the OPEB plan’s
fiduciary net position is available in the separately issued SCERS financial
report.

[If significant changes had occurred that indicate that the disclosures in-
cluded in the OPEB plan’s financial report generally did not reflect the facts
and circumstances at the measurement date, the City should disclose addi-
tional information, as required by paragraph 54 of this Statement.]

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to OPEB

For the year ended June 30, 20X9, the City recognized OPEB expense of
$22,388. At June 30, 20X9, the City reported deferred outflows of resources
and deferred inflows of resources related to OPEB from the following sources:
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Amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB expense as follows:

Payable to the OPEB Plan

At June 30, 20X9, the City reported a payable of $132 for the outstanding
amount of contributions to SCRBP required for the year ended June 30, 20X9.
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Schedules of Required Supplementary Information

SCHEDULE OF CHANGES IN THE
CITY’S NET OPEB LIABILITY AND RELATED RATIOS

Last 10 Fiscal Years
(Dollar amounts in thousands)
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SCHEDULE OF CITY CONTRIBUTIONS

Last 10 Fiscal Years
(Dollar amounts in thousands)
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Illustration 2—Note Disclosures and Required
Supplementary Information for a Cost-Sharing
Employer That Provides OPEB through a Defined
Benefit OPEB Plan That Is Administered through a Trust
That Meets the Criteria in Paragraph 4 of This
Statement (No Nonemployer Contributing Entities)

[Note: This illustration includes only note disclosures and required supple-
mentary information required by this Statement. The circumstances of this
employer do not include all circumstances for which note disclosures and
required supplementary information should be presented.]

Sample School District
Notes to the Financial Statements
for the Year Ended June 30, 20X9

(Dollar amounts in thousands)

Summary of Significant Accounting Policies

Postemployment Benefits Other Than Pensions (OPEB). For purposes of
measuring the net OPEB liability, deferred outflows of resources and deferred
inflows of resources related to OPEB, and OPEB expense, information about
the fiduciary net position of the Teachers OPEB Plan (TOP) and additions
to/deductions from TOP’s fiduciary net position have been determined on the
same basis as they are reported by TOP. For this purpose, TOP recognizes
benefit payments when due and payable in accordance with the benefit terms.
Investments are reported at fair value, except for money market investments
and participating interest-earning investment contracts that have a maturity at
the time of purchase of one year or less, which are reported at cost.

Note X—OPEB

[If the District’s employees were provided with benefits through more than
one defined benefit OPEB plan, the District should disclose information
required by paragraph 89 of this Statement and should apply the require-
ments of paragraph 90 of this Statement.]
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General Information about the OPEB Plan

Plan description. Teaching-certified employees of the District are provided with
OPEB through the Teachers OPEB Plan (TOP)—a cost-sharing multiple-
employer defined benefit OPEB plan administered by the Teachers Retirement
System (TRS). Article 41 of the State Statutes grants the authority to establish
and amend the benefit terms to the TRS Board of Trustees (TRS Board). TRS
issues a publicly available financial report that can be obtained at [Internet
address].

Benefits provided. TOP provides healthcare benefits for retirees and their
dependents through payment of 100 percent of insurance premiums for non-
Medicare-eligible retirees and supplemental health insurance for Medicare-
eligible retirees.

[If the benefit terms included automatic or ad hoc postemployment benefit
changes, the District should disclose information about those terms, as
required by paragraph 91b(4) of this Statement.]

[If the OPEB plan was closed to new entrants, the District should disclose
that fact, as required by paragraph 91b of this Statement.]

Contributions. Per Article 41 of the State Statutes, contribution requirements of
the participating school districts and covered employees are established and
may be amended by the TRS Board. The school districts’ contractually required
contribution rate for the year ended June 30, 20X9, was 9.54 percent of
covered-employee payroll, actuarially determined as an amount that is ex-
pected to finance the costs of benefits earned by employees during the year,
with an additional amount to finance any unfunded accrued liability. Contribu-
tions to the OPEB plan from the District were $10,117 for the year ended
June 30, 20X9. Employees are not required to contribute to the OPEB plan.

[If there was a legal or contractual maximum contribution rate, the OPEB
plan should disclose information required by paragraph 91c(3) of this State-
ment.]
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OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources
and Deferred Inflows of Resources Related to OPEB

At June 30, 20X9, the District reported a liability of $24,528 for its proportionate
share of the net OPEB liability. The net OPEB liability was measured as of
December 31, 20X8, and the total OPEB liability used to calculate the net OPEB
liability was determined by an actuarial valuation as of that date. The District’s
proportion of the net OPEB liability was based on a projection of the District’s
long-term share of contributions to the OPEB plan relative to the projected
contributions of all participating school districts, actuarially determined. At
December 31, 20X8, the District’s proportion was 1.85 percent.

[If there had been a change in the District’s proportion since the prior
measurement date, the District should disclose information about that
change, as required by paragraph 96b.]

[If there had been a change of benefit terms that affected the measurement
of the total OPEB liability since the prior measurement date, the District
should disclose information required by paragraph 96e of this Statement.]

[If changes expected to have a significant effect on the measurement of the
net OPEB liability had occurred between the measurement date and the
reporting date, the District should disclose information required by para-
graph 96f of this Statement.]
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For the year ended June 30, 20X9, the District recognized OPEB expense of
$29,204. At June 30, 20X9, the District reported deferred outflows of resources
and deferred inflows of resources related to OPEB from the following sources:

$5,556 reported as deferred outflows of resources related to OPEB resulting
from District contributions subsequent to the measurement date will be recog-
nized as a reduction of the net OPEB liability in the year ended June 30, 20Y0.
Other amounts reported as deferred outflows of resources and deferred inflows
of resources related to OPEB will be recognized in OPEB expense as follows:
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Actuarial assumptions. The total OPEB liability in the December 31, 20X8
actuarial valuation was determined using the following actuarial assumptions,
applied to all periods included in the measurement, unless otherwise specified:

Mortality rates were based on the RP-2000 Combined Mortality Table for Males
or Females, as appropriate, with adjustments for mortality improvements based
on Scale AA.

The actuarial assumptions used in the December 31, 20X8 valuation were
based on the results of an actuarial experience study for the period January 1,
20X6−October 31, 20X8. As a result of the 20X8 actuarial experience study, the
expectation of life after disability was adjusted in the December 31, 20X8
actuarial valuation to more closely reflect actual experience.

[If the benefit terms included ad hoc postemployment benefit changes, the
District should disclose information about assumptions related to those
terms, as required by paragraph 92 of this Statement.]

The long-term expected rate of return on OPEB plan investments was deter-
mined using a building-block method in which best-estimate ranges of expected
future real rates of return (expected returns, net of OPEB plan investment
expense and inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage
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and by adding expected inflation. The target allocation and best estimates of
arithmetic real rates of return for each major asset class are summarized in the
following table:

Discount rate. The discount rate used to measure the total OPEB liability was
7.5 percent. The projection of cash flows used to determine the discount rate
assumed that contributions from school districts will be made at contractually
required rates, actuarially determined. Based on this assumption, the OPEB
plan’s fiduciary net position was projected to be available to make all projected
OPEB payments for current active and inactive employees. Therefore, the
long-term expected rate of return on OPEB plan investments was applied to all
periods of projected benefit payments to determine the total OPEB liability.

[If there had been a change in the discount rate since the prior measurement
date, the District should disclose information about that change, as required
by paragraph 94a of this Statement.]
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Sensitivity of the District’s proportionate share of the net OPEB liability to
changes in the discount rate. The following presents the District’s proportionate
share of the net OPEB liability, as well as what the District’s proportionate share
of the net OPEB liability would be if it were calculated using a discount rate that
is 1-percentage-point lower (6.5 percent) or 1-percentage-point higher (8.5
percent) than the current discount rate:

Sensitivity of the District’s proportionate share of the net OPEB liability to
changes in the healthcare cost trend rates. The following presents the District’s
proportionate share of the net OPEB liability, as well as what the District’s
proportionate share of the net OPEB liability would be if it were calculated using
healthcare cost trend rates that are 1-percentage-point lower (8.5 percent
decreasing to 4.5 percent) or 1-percentage-point higher (10.5 percent decreas-
ing to 6.5 percent) than the current healthcare cost trend rates:

OPEB plan fiduciary net position. Detailed information about the OPEB plan’s
fiduciary net position is available in the separately issued TRS financial report.

[If significant changes had occurred that indicate that the disclosures in-
cluded in the OPEB plan’s financial report generally did not reflect the facts
and circumstances at the measurement date, the District should disclose
additional information, as required by paragraph 95 of this Statement.]
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Payables to the OPEB Plan

[If the District reported payables to the defined benefit OPEB plan, it should
disclose information required by paragraph 142 of this Statement.]
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Schedules of Required Supplementary Information

SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE
OF THE NET OPEB LIABILITY

Teachers OPEB Plan

Last 10 Fiscal Years*
(Dollar amounts in thousands)
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SCHEDULE OF DISTRICT CONTRIBUTIONS

Teachers OPEB Plan

Last 10 Fiscal Years
(Dollar amounts in thousands)
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Notes to Required Supplementary Information
for the Year Ended June 30, 20X9

Changes of benefit terms. In the December 31, 20X1 actuarial valuation, there
was a change of benefit terms to require Medicare-eligible recipients to enroll in
Medicare.

Changes of assumptions. In the December 31, 20X8 actuarial valuation, the
expectation of life after disability was adjusted to more closely reflect actual
experience. In the December 31, 20X6 and 20X1 actuarial valuations,
adjustments were made to assumptions regarding spousal coverage to better
reflect actual experience. In the December 31, 20X2 actuarial valuation, ex-
pected retirement ages were adjusted to more closely reflect actual
experience.
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Illustration 3—Note Disclosures and Required
Supplementary Information for a Governmental
Nonemployer Contributing Entity in a Special Funding
Situation for OPEB Provided through a Defined
Benefit OPEB Plan That Is Administered through a Trust
That Meets the Criteria in Paragraph 4 of This
Statement (Substantial Proportion of Collective Net
OPEB Liability)

[Note: This illustration includes only note disclosures and required supple-
mentary information required by this Statement. The circumstances of this
governmental nonemployer contributing entity do not include all circum-
stances for which note disclosures and required supplementary information
should be presented.]

Sample State
Notes to the Financial Statements
for the Year Ended June 30, 20X9

(Dollar amounts in thousands)

Summary of Significant Accounting Policies

Postemployment Benefits Other Than Pensions (OPEB). For purposes of
measuring the liability, deferred outflows of resources and deferred inflows of
resources, and expense associated with the State’s requirement to contribute
to the Teachers OPEB Plan (TOP), information about TOP’s fiduciary net
position and additions to/deductions from TOP’s fiduciary net position have
been determined on the same basis as they are reported by TOP. For this
purpose, TOP recognizes benefit payments when due and payable in accord-
ance with the benefit terms. Investments are reported at fair value, except for
money market investments and participating interest-earning investment con-
tracts that have a maturity at the time of purchase of one year or less, which are
reported at cost.
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Note X

[If the State was in more than one special funding situation for which it
recognized a substantial proportion of the net OPEB liability, the State
should apply the requirements of paragraph 127.]

The State reports a liability, deferred outflows of resources and deferred inflows
of resources, and expense as a result of its statutory requirement to contribute
to the Teachers OPEB Plan (TOP). The following is information about TOP:

General Information about the OPEB Plan

Plan description. TOP is a cost-sharing multiple-employer defined benefit
OPEB plan administered by the Teachers Retirement System (TRS) that pro-
vides healthcare benefits for teaching-certified employees of participating
school districts. Article 41 of the State Statutes grants the authority to establish
and amend the benefit terms to the TRS Board of Trustees (TRS Board). TRS
issues a publicly available financial report that can be obtained at [Internet
address].

Benefits provided. TOP provides healthcare benefits for retirees and their
dependents through payment of 100 percent of insurance premiums for non-
Medicare-eligible retirees and supplemental health insurance for Medicare-
eligible retirees.

[If the benefit terms included automatic or ad hoc postemployment benefit
changes, the State should disclose information about those terms, as re-
quired by paragraph 128b(4) of this Statement.]

[If the OPEB plan was closed to new entrants, the State should disclose that
fact, as required by paragraph 128b of this Statement.]

Contributions. Per Article 41 of the State Statutes, contribution requirements of
the participating school districts and covered employees are established and
may be amended by the TRS Board. Article 41 also requires the State to
contribute 80 percent of school districts’ contractually required contributions,
which are actuarially determined. The school districts’ contractually required
contribution rate for the year ended June 30, 20X9, was 9.54 percent of school
district covered-employee payroll of which 1.91 percent was required from
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school districts and 7.63 percent was required from the State. State contribu-
tions to the OPEB plan were $466,500 for the year ended June 30, 20X9.
Employees are not required to contribute to the OPEB plan.

[If there was a legal or contractual maximum contribution rate, the OPEB
plan should disclose information required by paragraph 128c(3) of this
Statement.]

OPEB Liabilities, Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources

At June 30, 20X9, the State reported a liability of $1,060,674 for its proportion-
ate share of the net OPEB liability. The net OPEB liability was measured as of
December 31, 20X8, and the total OPEB liability used to calculate the net OPEB
liability was determined by an actuarial valuation as of that date. At December
31, 20X8, the State’s proportion was 80 percent, based on its statutory contri-
bution requirement.

[If there had been a change in proportion since the prior measurement date,
the State would disclose information about that change, as required by
paragraph 133a of this Statement.]

[If there had been a change of benefit terms that affected the measurement
of the total OPEB liability since the prior measurement date, the State
should disclose information required by paragraph 133d of this Statement.]

[If changes expected to have a significant effect on the measurement of the
net OPEB liability had occurred between the measurement date and the
reporting date, the State should disclose information required by paragraph
133e of this Statement.]
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As a result of its requirement to contribute to TOP, the State recognized
expense of $1,258,381 for the year ended June 30, 20X9. At June 30, 20X9, the
State reported deferred outflows of resources and deferred inflows of resources
from the following sources as a result of its requirement to contribute to TOP:

$240,259 reported as deferred outflows of resources resulting from State
contributions subsequent to the measurement date will be recognized as a
reduction of the net OPEB liability in the year ended June 30, 20Y0. Other
amounts reported as deferred outflows of resources and deferred inflows of
resources as a result of the State’s requirement to contribute to TOP will be
recognized in expense as follows:
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Actuarial assumptions. The total OPEB liability in the December 31, 20X8
actuarial valuation was determined using the following actuarial assumptions,
applied to all periods included in the measurement, unless otherwise specified:

Mortality rates were based on the RP-2000 Combined Mortality Table for Males
or Females, as appropriate, with adjustments for mortality improvements based
on Scale AA.

The actuarial assumptions used in the December 31, 20X8 valuation were
based on the results of an actuarial experience study for the period January 1,
20X6−October 31, 20X8. As a result of the 20X8 actuarial experience study, the
expectation of life after disability was adjusted in the December 31, 20X8
actuarial valuation to more closely reflect actual experience.

[If the benefit terms included ad hoc postemployment benefit changes, the
State should disclose information about assumptions related to those
changes, as required by paragraph 129 of this Statement.]
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The long-term expected rate of return on OPEB plan investments was deter-
mined using a building-block method in which best estimate ranges of expected
future real rates of return (expected returns, net of OPEB plan investment
expense and inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage
and by adding expected inflation. The target allocation and best estimates of
arithmetic real rates of return for each major asset class are summarized in the
following table:

Discount rate. The discount rate used to measure the total OPEB liability was
7.5 percent. The projection of cash flows used to determine the discount rate
assumed that contributions from school districts will be made at contractually
required rates (actuarially determined), and contributions from the State will be
made at current statutorily required rates. Based on those assumptions, the
OPEB plan’s fiduciary net position was projected to be available to make all
projected OPEB payments for current active and inactive employees. There-
fore, the long-term expected rate of return on OPEB plan investments was
applied to all periods of projected benefit payments to determine the total OPEB
liability.

[If there had been a change in the discount rate since the prior measurement
date, the State should disclose information about that change, as required
by paragraph 131a of this Statement.]
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Sensitivity of the State’s proportionate share of the net OPEB liability to changes
in the discount rate. The following presents the State’s proportionate share of
the net OPEB liability, as well as what the State’s proportionate share of the net
OPEB liability would be if it were calculated using a discount rate that is
1-percentage-point lower (6.5 percent) or 1-percentage-point higher (8.5 per-
cent) than the current discount rate:

Sensitivity of the State’s proportionate share of the net OPEB liability to changes
in the healthcare cost trend rates. The following presents the State’s propor-
tionate share of the net OPEB liability, as well as what the State’s proportionate
share of the net OPEB liability would be if it were calculated using healthcare
cost trend rates that are 1-percentage-point lower (8.5 percent decreasing to
4.5 percent) or 1-percentage-point higher (10.5 percent decreasing to 6.5
percent) than the current healthcare cost trend rates:

OPEB plan fiduciary net position. Detailed information about the OPEB plan’s
fiduciary net position is available in the separately issued TRS financial report.

[If significant changes had occurred that indicate that the disclosures in-
cluded in the OPEB plan’s financial report generally did not reflect the facts
and circumstances at the measurement date, the State should disclose
additional information, as required by paragraph 132 of this Statement.]

Payables to the OPEB Plan

[If the State reported payables to the defined benefit OPEB plan, it should
disclose information required by paragraph 142 of this Statement.]
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Schedules of Required Supplementary Information

SCHEDULE OF THE STATE’S PROPORTIONATE SHARE OF THE NET
OPEB LIABILITY

Teachers OPEB Plan

Last 10 Fiscal Years*
(Dollar amounts in thousands)
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SCHEDULE OF STATE CONTRIBUTIONS

Teachers OPEB Plan

Last 10 Fiscal Years
(Dollar amounts in thousands)
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Notes to Required Supplementary Information
for the Year Ended June 30, 20X9

Changes of benefit terms. In the December 31, 20X1 actuarial valuation, there
was a change of benefit terms to require Medicare-eligible recipients to enroll in
Medicare.

Changes of assumptions. In the December 31, 20X8 actuarial valuation, the
expectation of life after disability was adjusted to more closely reflect actual
experience. In the December 31, 20X6 and 20X1 actuarial valuations,
adjustments were made to assumptions regarding spousal coverage to better
reflect actual experience. In the December 31, 20X2 actuarial valuation, ex-
pected retirement ages were adjusted to more closely reflect actual
experience.

240



Illustration 4—Note Disclosures and Required
Supplementary Information for a Single Employer That
Provides OPEB through a Defined Benefit OPEB
Plan That Is Not Administered through a Trust That
Meets the Criteria in Paragraph 4 of This Statement (No
Nonemployer Contributing Entities)

[Note: This illustration includes only note disclosures and required supple-
mentary information required by this Statement. The circumstances of this
employer do not include all circumstances for which note disclosures and
required supplementary information should be presented.]

Sample County
Notes to the Financial Statements
for the Year Ended June 30, 20X9

(Dollar amounts in thousands)

Note X—Postemployment Benefits Other Than Pensions (OPEB)

[If the County’s employees were provided with benefits through more than
one defined benefit OPEB plan, the County should disclose information
required by paragraph 162 of this Statement and should apply the require-
ments of paragraph 163 of this Statement. If the County had component
units whose employees were provided with OPEB through the OPEB plan,
the County should apply the requirements of paragraph 164 of this State-
ment when presenting financial statements of the reporting entity.]

General Information about the OPEB Plan

Plan description. The County’s defined benefit OPEB plan, Sample County
Retiree Benefits Plan (SCRBP), provides OPEB for all permanent full-time
general and public safety employees of the County. SCRBP is a single-
employer defined benefit OPEB plan administered by the County. Article 11 of
the State Compiled Statutes grants the authority to establish and amend the
benefit terms and financing requirements to the County Board. No assets are
accumulated in a trust that meets the criteria in paragraph 4 of Statement 75.
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[If the OPEB plan was administered through a trust and that trust did not
meet the criteria in paragraph 4 of this Statement, the County should
disclose each criterion in paragraph 4 that the trust does not meet, as
required by paragraph 165d of this Statement.]

Benefits provided. SCRBP provides healthcare and life insurance benefits for
retirees and their dependents. The benefit terms provide for payment of 55
percent of health insurance premiums for non-Medicare-eligible retirees and 55
percent of supplemental health insurance premiums for Medicare-eligible retir-
ees. The plan also provides all retirees with $5,000 of life insurance benefits.

[If the benefit terms included automatic or ad hoc postemployment benefit
changes, the County should disclose information about those terms, as
required by paragraph 165b(4) of this Statement. If the amount of benefit
payments made by the County required to be disclosed by paragraph 165e
of this Statement differed from the amount of benefit payments made by the
County required to be disclosed by paragraph 168b(6) of this Statement in
the schedule of changes in the total OPEB liability, the County should
disclose the information about the amount of benefit payments made during
the reporting period, as required by paragraph 165e of this Statement.]

Employees covered by benefit terms. At June 30, 20X9, the following employ-
ees were covered by the benefit terms:

[If the OPEB plan was closed to new entrants, the County should disclose
that fact, as required by paragraph 165b of this Statement.]

Total OPEB Liability

The County’s total OPEB liability of $778,984 was measured as of June 30,
20X9, and was determined by an actuarial valuation as of that date.
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Actuarial assumptions and other inputs. The total OPEB liability in the June 30,
20X9 actuarial valuation was determined using the following actuarial assump-
tions and other inputs, applied to all periods included in the measurement,
unless otherwise specified:

The discount rate was based on [Name of the Index].

Mortality rates were based on the RP-2000 Healthy Annuitant Mortality Table
for Males or Females, as appropriate, with adjustments for mortality improve-
ments based on Scale AA.

The actuarial assumptions used in the June 30, 20X9 valuation were based on
the results of an actuarial experience study for the period July 1, 20X5−April 30,
20X7.

[If the benefit terms included ad hoc postemployment benefit changes, the
County should disclose information about assumptions related to those
changes, as required by paragraph 166 of this Statement.]
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Changes in the Total OPEB Liability

Changes of benefit terms reflect an increase in the retirees’ share of health
insurance premiums from 25 percent in 20X8 to 45 percent in 20X9.

Changes of assumptions and other inputs reflect a change in the discount rate
from 4.37 percent in 20X8 to 4.00 percent in 20X9.

[If benefit payments in the measurement period included amounts for the
purchase of allocated insurance contracts, the County should disclose infor-
mation required by paragraph 169e of this Statement.]

Sensitivity of the total OPEB liability to changes in the discount rate. The
following presents the total OPEB liability of the County, as well as what the
County’s total OPEB liability would be if it were calculated using a discount rate
that is 1-percentage-point lower (3.0 percent) or 1-percentage-point higher (5.0
percent) than the current discount rate:

244



Sensitivity of the total OPEB liability to changes in the healthcare cost trend
rates. The following presents the total OPEB liability of the County, as well as
what the County’s total OPEB liability would be if it were calculated using
healthcare cost trend rates that are 1-percentage-point lower (8.5 percent
decreasing to 4.5 percent) or 1-percentage-point higher (10.5 percent decreas-
ing to 6.5 percent) than the current healthcare cost trend rates:

OPEB Expense and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB

For the year ended June 30, 20X9, the County recognized negative OPEB
expense of $169,031. At June 30, 20X9, the County reported deferred outflows
of resources and deferred inflows of resources related to OPEB from the
following sources:
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Amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB expense as follows:
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Schedules of Required Supplementary Information

SCHEDULE OF CHANGES IN THE COUNTY’S
TOTAL OPEB LIABILITY AND RELATED RATIOS

Last 10 Fiscal Years
(Dollar amounts in thousands)
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Illustration 5—Calculations Using the Alternative
Measurement Method for a Single Employer That
Provides OPEB through a Defined Benefit OPEB Plan
That Is Not Administered through a Trust That Meets the
Criteria in Paragraph 4 of This Statement

[Note: The formats and methods included below are intended as illustra-
tions of how the alternative measurement method might be applied to
particular facts and circumstances, including plan design, and might not be
appropriate in other circumstances. The facts included below are illustra-
tive only, and similarly, the assumptions illustrated below would not neces-
sarily be appropriate in circumstances other than those assumed for pur-
poses of this illustration. This illustration is not intended to modify or limit
the requirements of this Statement or to indicate the Board’s endorsement
of the policies or practices shown.]

As described in this Statement, if the criterion in paragraph 224 is met, the
total OPEB liability may be measured in conformity with the requirements
in paragraphs 225 and 226 for the alternative measurement method. This
illustration of the application of the alternative measurement method in-
cludes (a) the projection of benefit payments and the calculation of the
present value of total projected benefit payments (Table 1) and (b) the
calculation of the total OPEB liability (Table 2).

Facts and Assumptions

The following facts are assumed in the illustrations:

a. Benefit terms—The plan is a single-employer defined benefit plan that pays
85 percent of the health insurance premiums for eligible retirees and their
spouses for the remainder of their lives. To be eligible for healthcare benefits
under the terms of the OPEB plan, an employee is required to work for the
town at least 10 years and be at least 55 years old when service with the
town terminates. Insurance for retired individuals is provided through the
employer’s group plan, which covers both active employees and retirees.
The health insurance coverage for retirees has the same terms as the
coverage for active employees, with the exception that the health insurance
coverage for retirees is secondary to Medicare.
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b. Demographic information—The plan has 18 employees (active and inactive)
covered under the terms of the OPEB plan. Demographic information for
those employees is as follows:

c. Expected point in time at which benefit payments will begin to be made
(paragraph 225b)—Active employees covered under the terms of the OPEB
plan are assumed to retire at age 62, which is the historical average age of
retirement for employees of this employer. If an employee would not yet be
eligible to begin receiving benefit payments at age 62, the employee is
assumed to work until the year in which he or she becomes eligible, at which
time the employee is assumed to retire. Active employees age 62 or older
who are otherwise eligible to receive benefit payments under the terms of the
OPEB plan are assumed to retire in the first projected year.

d. Marital status (paragraph 225c)—Active employees and retirees covered
under the terms of the OPEB plan who currently have spouses are assumed
to be married to those spouses at retirement; those without spouses at the
calculation date are assumed to be single at and throughout retirement.

e. Mortality (paragraph 225d)—Life expectancies are based on mortality tables
at the National Center for Health Statistics website (www.cdc.gov). The
20W9 United States Life Tables for Males and United States Life Tables for
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Females were used. Life expectancies that included partial years were
rounded to the nearest whole year. For example, 47.6 years was rounded to
48 years. The calculation of projected benefit payments for each year is
based on the assumption that all participants will live until their expected age
as displayed in the mortality tables.
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f. Turnover (paragraph 225e)—The probability that an active employee will
remain employed until the assumed age at which benefit payments will begin
to be made was determined using gender-specific age-based turnover de-
rived from data maintained by the U.S. Office of Personnel Management
regarding the most recent experience of the employee group covered by the
Federal Employees Retirement System.
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g. Healthcare cost trend rate (paragraph 225f)—The expected rates of increase
in healthcare costs is based on projections of the Office of the Actuary at the
Centers for Medicare & Medicaid Services, in National Health Care Expend-
itures Projections: 20X2−20Y2, Table 3: National Health Expenditures, Ag-
gregate & Per Capita Amounts, Percent Distribution and Annual Percent
Change by Source of Funds: Calendar Years 20W6−20Y2, (www.cms.hhs-
.gov). Healthcare costs are expected to increase as follows:

h. Health insurance premiums (paragraph 225g)—Because the terms of the
plan provide a portion of the cost of healthcare through the payment of
health insurance premiums for retired participants and premiums are as-
sessed separately for the retiree group, the amount of current health insur-
ance premiums has been used as a basis for calculating the present value
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of projected benefit payments. Separate premium rates are established for
individuals under age 65 and for individuals ages 65 and older. For the year
ended June 30, 20X1, annual retiree health insurance premiums were:

Premiums are paid monthly.

i. Discount rate (paragraph 155)—The discount rate applied is 4.0 percent.
j. Other economic assumptions (paragraph 148)—The expected long-term

inflation assumption is 3.0 percent. The expected long-term payroll growth
rate is 3.0 percent.
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Appendix D

CODIFICATION INSTRUCTIONS

D1. The sections that follow update the June 30, 2014 Codification of Govern-
mental Accounting and Financial Reporting Standards for the effects of this
Statement. Only the paragraph number of the Statement is listed if the para-
graph will be cited in full in the Codification.

* * *

[In all sections, update cross-references.]

* * *

NOTES TO FINANCIAL STATEMENTS SECTION 2300

Sources: [Delete GASB Statement 45; add GASB Statement 75.]

.106 [Revise subparagraph (g) as follows:] Other postemployment benefit
(OPEB) liabilities. (See Section P50, “Postemployment Benefits Other Than
Pensions—Reporting for Benefits Provided through Trusts That Meet Specified
Criteria—Defined Benefit,” Section P51, “Postemployment Benefits Other
Than Pensions—Reporting for Benefits Provided through Trusts That Meet
Specified Criteria—Defined Contribution,” Section P52, “Postemployment Ben-
efits Other Than Pensions—Reporting for Benefits Not Provided through Trusts
That Meet Specified Criteria—Defined Benefit,” and Section P54, “Postemploy-
ment Benefits Other Than Pensions—Reporting for Benefits Not Provided
through Trusts That Meet Specified Criteria—Defined Contribution.”) [Delete
GASBS 45, ¶24 and ¶25 from sources; add GASBS 75, ¶47−¶56, ¶89−¶96,
¶127−¶133, ¶136, ¶142, ¶162−¶169, ¶185−¶190, ¶213−¶217, ¶220, ¶229, and
¶233.]

.107 [Delete Section P50 from cross-references in subparagraph (m).]

.125 [Revise last sentence of the paragraph as follows:] Governments that
report balances of payables related to liabilities to a defined benefit pension or
OPEB plan that is administered through a trust that meets the criteria in
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paragraph .101 of Section P20 or paragraph .101 of Section P50, as applicable,
also should disclose information required by paragraph .222 of Section P20 or
paragraph .237 of Section P50, as applicable. [GASBS 38, ¶13, as amended by
GASBS 68, ¶122, and GASBS 75, ¶142]

* * *

[Insert new section as follows; boldface glossary terms the first time they are
used in the section:]

SECTION P51POSTEMPLOYMENT BENEFITS OTHER THAN
PENSIONS—REPORTING FOR BENEFITS
PROVIDED THROUGH TRUSTS THAT MEET
SPECIFIED CRITERIA—DEFINED CONTRIBUTION

Sources: GASB Statement 75

See also: Section N50, “Nonexchange Transactions”
Section Po51, “Postemployment Benefit Plans (Other Than
Pension Plans) Administered through Trusts That Meet Specified
Criteria—Defined Contribution

Section Sp20, “Special-Purposes Governments”

Scope and Applicability of This Section

.101 This section establishes standards of accounting and financial reporting
for defined contribution OPEB1 provided to the employees of state and local
governmental employers through OPEB plans that are administered through
trusts or equivalent arrangements (hereafter jointly referred to as trusts) in
which the following criteria are met:

a. Contributions from employers2 and nonemployer contributing entities to the
OPEB plan and earnings on those contributions are irrevocable.3

b. OPEB plan assets are dedicated to providing OPEB to plan members in
accordance with the benefit terms.4

c. OPEB plan assets are legally protected from the creditors of employers,
nonemployer contributing entities, and the OPEB plan administrator.
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[GASBS 75, ¶4]

1Terms defined in the paragraphs .502−.554 of Section P50, “Postemployment Benefits Other
Than Pensions—Reporting for Benefits Provided through Trusts That Meet Specified Criteria—
Defined Benefit,” are shown in boldface type the first time they appear in this section. [GASBS
75, fn1]
2[GASBS 75, fn2]
3[GASBS 75, fn3]
4[GASBS 75, fn4]

.102 If OPEB is provided through a defined contribution OPEB plan in which
assets are accumulated in a trust that meets the above criteria and OPEB
provided through the same OPEB plan also is paid with assets other than those
from that trust, the OPEB should be accounted for and reported in accordance
with the requirements of this section. [GASBS 75, ¶17]

.103 The requirements of this section apply to the financial statements of state
and local governmental employers whose employees are provided with OPEB
through defined contribution OPEB plans that are administered through trusts
that meet the criteria in paragraph .101 and to the financial statements of state
and local governmental nonemployer contributing entities that have a legal
obligation to provide financial support for OPEB of the employees of another
entity by making contributions directly to an OPEB plan that is administered
through a trust that meets the criteria in paragraph .101 (including making
benefit payments as the OPEB comes due for benefits provided through such
a plan). References in this section to employees include volunteers that provide
services to state and local governments. The requirements of this section apply
whether the employer’s financial statements are presented in a stand-alone
financial report or are included in the financial report of another government.
[GASBS 75, ¶6]

.104 [GASBS 75, ¶8, including heading and footnotes; omit third sentence and
move footnote 6 after the term termination benefits; include only the first
sentence of footnote 6. In the fourth sentence, replace Similarly, when with
When.]

.105 Accounting and financial reporting requirements for defined contribution
OPEB provided through OPEB plans that are administered through trusts that
meet the criteria in paragraph .101 are set forth in this section. Defined
contribution OPEB is OPEB having terms that:
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a. Provide an individual account for each employee
b. Define the contributions that an employer or nonemployer contributing entity

is required to make (or credits that it is required to provide) to an active
employee’s account for periods in which that employee renders service

c. Provide that the OPEB an employee will receive will depend only on the
contributions (or credits) to the employee’s account, actual earnings on
investments of those contributions (or credits), and the effects of forfeitures
of contributions (or credits) made for other employees, as well as OPEB plan
administrative costs, that are allocated to the employee’s account.

If the OPEB to be provided has all of the terms identified in (a)−(c) above, and
is not administered through trusts that meet the criteria in paragraph .101, the
requirements of this section apply. If the OPEB to be provided does not have all
of the above terms—for example, if the OPEB is a function of factors other than
those identified in (c) above—and is administered through a trust that meets the
criteria in paragraph .101, the requirements of Section P50 for defined benefit
OPEB apply. [GASBS 75, ¶10]

Special Funding Situations

.106 [GASBS 75, ¶18; revise the lead-in to the paragraph as follows:] For
purposes of this section, special funding situations are circumstances in which
a nonemployer entity is legally responsible for providing financial support for
OPEB of the employees of another entity by making contributions directly to an
OPEB plan that is administered through a trust that meets the criteria in
paragraph 4 (including making benefit payments directly as the OPEB comes
due for benefits provided through such a plan) and either of the following criteria
is met:

.107 [GASBS 75, ¶20]

Employers That Do Not Have a Special Funding Situation

.108 [GASBS 75, ¶230, replace subparagraph (b) with the following:] A change
in the OPEB liability equal to the difference between amounts recognized as
OPEB expense and amounts paid by the employer to the OPEB plan.

.109−.110 [GASBS 75, ¶231 and ¶232]
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.111 [GASBS 75, ¶233, including heading; replace subparagraph (c) with the
following; omit subparagraph (d) and renumber remaining subparagraphs:] The
contribution (or crediting) rates (in dollars or as a percentage of salary) for
employees, the employer, and nonemployer contributing entities, if any, and the
authority under which those rates are established or may be amended.

.112 [GASBS 75, ¶234, including headings and footnote; replace subparagraph
(b) with the following:] A change in the OPEB liability equal to the difference
between amounts recognized as OPEB expense in conformity with subpara-
graph (a) and amounts paid by the employer to the OPEB plan.

.113 [GASBS 75, ¶235]

.114 [GASBS 75, ¶236, including heading; replace subparagraph (b) with the
following:] A change in the liability resulting from the special funding situation
equal to the difference between amounts recognized as expense and amounts
paid by the governmental nonemployer contributing entity to the OPEB plan.

.115−.116 [GASBS 75, ¶237 and ¶238]

.117 [GASBS 75, ¶239, including heading; omit subparagraph (d) and renum-
ber remaining subparagraphs.]

.118 [GASBS 75, ¶240; omit subparagraph (c) and renumber remaining sub-
paragraphs.]

.119−.220 [GASBS 75, ¶241 and ¶242, including headings]

* * *
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[Insert new section as follows; boldface glossary terms the first time they are
used in the section:]

SECTION P52POSTEMPLOYMENT BENEFITS OTHER THAN
PENSIONS—REPORTING FOR BENEFITS NOT
PROVIDED THROUGH TRUSTS THAT MEET
SPECIFIED CRITERIA—DEFINED BENEFIT

Sources: GASB Statement 75

See also: Section N50, “Nonexchange Transactions”
Section T25, “Termination Benefits”
Section Bn5, “Bankruptcies”
Section P53, “Reporting Assets Accumulated for Defined Benefit
Postemployment Benefits Other Than Pensions Not Provided
through Trusts That Meet Specified Criteria”

Section Sp20, “Special-Purpose Governments”

Scope and Applicability of This Section

.101 This section establishes standards of accounting and financial reporting
for defined benefit other postemployment benefits (OPEB)1 provided to the
employees of state and local governmental employers through OPEB plans
that are not administered through trusts or equivalent arrangements (hereafter
jointly referred to as trusts) in which the following criteria are met:

a. Contributions from employers2 and nonemployer contributing entities to the
OPEB plan and earnings on those contributions are irrevocable.

b. OPEB plan assets are dedicated to providing OPEB to plan members in
accordance with the benefit terms.3
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c. OPEB plan assets are legally protected from the creditors of employers,
nonemployer contributing entities, and the OPEB plan administrator. If the
plan is a defined benefit OPEB plan, plan assets also are legally protected
from creditors of the plan members.

[GASBS 75, ¶4]

1Terms defined in the Glossary (paragraphs .501−.554 of Section P50, “Postemployment
Benefits Other Than Pensions—Reporting for Benefits Provided through Trusts That Meet
Specified Criteria—Defined Benefit”) are shown in boldface type the first time they appear in
this section. [GASBS 75, fn1]
2[GASBS 75, fn2]
3[GASBS 75, fn4]

.102 If OPEB is provided through a defined benefit OPEB plan in which assets
are accumulated in a trust that meets the criteria in paragraph .101 and OPEB
provided through the same OPEB plan also is paid with assets other than those
from that trust, the OPEB should be accounted for and reported in accordance
with the requirements of Section P50. [GASBS 75, ¶17]

.103 The requirements of this section apply to the financial statements of state
and local governmental employers whose employees are provided with OPEB
through defined benefit OPEB plans that are not administered through trusts
that meet the criteria in paragraph .101 and to the financial statements of state
and local governmental nonemployer contributing entities that have a legal
obligation to provide financial support for OPEB of the employees of another
entity by making benefit payments directly as the OPEB comes due in circum-
stances in which the OPEB is provided through an OPEB plan that is not
administered through a trust that meets the criteria in paragraph .101 (including
amounts paid using nonemployer contributing entity assets held by others).
References in this section to employees include volunteers that provide ser-
vices to state and local governments. The requirements of this section apply
whether the government’s financial statements are presented in a stand-alone
financial report or are included in the financial report of another government.
[GASBS 75, ¶6]

.104−.105 [GASBS 75, ¶8 and ¶9, including headings and footnotes]
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Types of Defined Benefit OPEB Plans Not Administered through Trusts
That Meet the Criteria in Paragraph .101

.106−.107 [GASBS 75, ¶11 and ¶16]

.108 [GASBS 75, ¶18, including heading; revise lead-in to the paragraph as
follows:] For purposes of this section, special funding situations are circum-
stances in which a nonemployer entity is legally responsible for providing
financial support for OPEB of the employees of another entity by making benefit
payments directly as the OPEB comes due in circumstances in which the OPEB
is provided through an OPEB plan that is not administered through a trust that
meets the criteria in paragraph .101 (including amounts paid using nonem-
ployer contributing entity assets held by others) and either of the following
criteria is met:

[In subparagraph (a), delete contributions or in first sentence; in second sen-
tence, omit examples (1) and (3); in third sentence, omit example (i).]

.109 For defined benefit OPEB, requirements for accounting and financial
reporting by employers and by governmental nonemployer contributing entities
with special funding situations are presented in paragraphs .110−.112 and
.139−.188 of this section. Requirements for governmental nonemployer con-
tributing entities that have a legal obligation to provide financial support directly
to a defined benefit OPEB plan that is used to provide OPEB to employees of
another entity but do not meet the criterion in either paragraph .108a or
paragraph .108b, and for the employers to which they provide support are
presented in paragraphs .189 and .190. [GASBS 75, ¶19, including heading]

.110−.190 [GASBS 75, ¶143−¶207, including headings and footnotes]

Reporting Assets Accumulated for OPEB Purposes

.191 The requirements of paragraphs .107 and .108 of Section P53 apply to
assets accumulated for purposes of providing OPEB through defined benefit
OPEB plans that are not administered through trusts that meet the criteria in
paragraph .101 of this section.
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GASB TECHNICAL BULLETINS

Accounting and Financial Reporting by Employers for Payments from
the Federal Government Pursuant to the Retiree Drug Subsidy Provisions
of Medicare Part D

.601 This paragraph clarifies the application of existing standards of account-
ing and financial reporting to payments that an employer receives from the
federal government pursuant to the retiree drug subsidy (RDS) provisions of
Medicare Part D, as established in the Medicare Prescription Drug, Improve-
ment, and Modernization Act of 2003. [GASBTB 2006-1, ¶1]

[Insert Question 1 and related response from current Section P50, paragraph
.602, including related headings; revise the last sentence of the response as
follows:] An employer should apply the measurement requirements of this
section to determine its liability to employees for OPEB, OPEB expense/
expenditures, and deferred outflows of resources and deferred inflows of
resources related to OPEB without reduction for RDS payments. [GASBTB
2006-1, ¶3, as amended by GASBS 75, ¶21; GASBS 75, ¶16 and ¶149]

[Insert Question 2 from Section P50, paragraph .602, including related heading;
replace OPEB plan with OPEB plan that is not administered through a trust that
meets the criteria in paragraph .101.]

* * *

[Insert new section as follows; boldface glossary terms the first time they are
used in the section:]

SECTION P54POSTEMPLOYMENT BENEFITS OTHER THAN
PENSIONS—REPORTING FOR BENEFITS NOT
PROVIDED THROUGH TRUSTS THAT MEET
SPECIFIED CRITERIA—DEFINED CONTRIBUTION

Sources: GASB Statement 75

See also: Section N50, “Nonexchange Transactions”
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Scope and Applicability of This Section

.101 This section establishes standards of accounting and financial reporting
for defined contribution OPEB1 that is provided to the employees of state and
local governmental employers through OPEB plans that are not administered
through trusts or equivalent arrangements (hereafter jointly referred to as trusts)
in which the following criteria are met:

a. Contributions from employers2 and nonemployer contributing entities to the
OPEB plan and earnings on those contributions are irrevocable.3

b. OPEB plan assets are dedicated to providing OPEB to plan members in
accordance with the benefit terms.4

c. OPEB plan assets are legally protected from the creditors of employers,
nonemployer contributing entities, and the OPEB plan administrator.

[GASBS 75, ¶4]

1Terms defined in the paragraphs .502−.542 of Section P50, “Postemployment Benefits Other
Than Pensions—Reporting for Benefits Provided through Trusts That Meet Specified Criteria—
Defined Benefit,” are shown in boldface type the first time they appear in this section. [GASBS
75, fn1]
2[GASBS 75, fn2]
3[GASBS 75, fn3]
4[GASBS 75, fn4]

.102 If OPEB is provided through a defined contribution OPEB plan in which
assets are accumulated in a trust that meets the above criteria and OPEB
provided through the same OPEB plan also is paid with assets other than those
from that trust, the OPEB should be accounted for and reported in accordance
with the requirements of Section P51. [GASBS 75, ¶17]

.103 The requirements of this section apply to the financial statements of state
and local governmental employers whose employees are provided with OPEB
through defined contribution OPEB plans that are not administered through
trusts that meet the criteria in paragraph .101 and to the financial statements of
state and local governmental nonemployer contributing entities that have a
legal obligation to provide financial support for OPEB of another entity by
making benefit payments directly as the OPEB comes due in circumstances in
which the OPEB is provided through an OPEB plan that is not administered
through a trust that meets the criteria in paragraph .101 (including amounts paid
using nonemployer contributing entity assets held by others). References in this
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section to employees include volunteers that provide services to state and local
governments. The requirements of this section apply whether the employer’s
financial statements are presented in a stand-alone financial report or are
included in the financial report of another government. [GASBS 75, ¶6]

.104 [GASBS 75, ¶8, including heading and footnotes; omit third sentence and
move footnote 6 after the term termination benefits; include only the first
sentence of footnote 6. In the fourth sentence, replace Similarly, when with
When.]

.105 Accounting and financial reporting requirements for defined contribution
OPEB provided through OPEB plans that are not administered through trusts
that meet the criteria in paragraph .101 are set forth in this section. Defined
contribution OPEB is OPEB having terms that:

a. Provide an individual account for each employee
b. Define the contributions that an employer or nonemployer contributing entity

is required to make (or credits that it is required to provide) to an active
employee’s account for periods in which that employee renders service

c. Provide that the OPEB an employee will receive will depend only on the
contributions (or credits) to the employee’s account, actual earnings on
investments of those contributions (or credits), and the effects of forfeitures
of contributions (or credits) made for other employees, as well as OPEB plan
administrative costs, that are allocated to the employee’s account.

If the OPEB to be provided has all of the terms identified in (a)−(c) above, and
is not administered through a trust that meets the criteria in paragraph .101, the
requirements of this section for defined contribution OPEB apply. If the OPEB
to be provided does not have all of the above terms—for example, if the OPEB
is a function of factors other than those identified in (c) above—and is not
administered through a trust that meets the criteria in paragraph .101, the
requirements of Section P52 for defined benefit OPEB apply. [GASBS 75, ¶10]

Special Funding Situations

.106 [GASBS 75, ¶18; revise the lead-in to the paragraph as follows:] For
purposes of this section, special funding situations are circumstances in which
a nonemployer entity is legally responsible for providing financial support for
OPEB of the employees of another entity by making benefit payments as
the OPEB comes due in circumstances in which the OPEB is provided through
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an OPEB plan that is not administered through a trust that meets the criteria in
paragraph .101 (including amounts paid using nonemployer contributing entity
assets held by others) and either of the following criteria is met:

[In first sentence in subparagraph (a), delete contributions or ; in second sen-
tence, omit examples (1) and (3); in third sentence, omit example (i).]

.107 [GASBS 75, ¶20]

Employers That Do Not Have a Special Funding Situation

.108 [GASBS 75, ¶230, replace subparagraph (b) with the following:] A change
in the OPEB liability equal to the difference between amounts recognized as
OPEB expense and amounts paid by the employer as the benefits came due
during the fiscal year.

.109−.110 [GASBS 75, ¶231 and ¶232]

.111 [GASBS 75, ¶233, including heading; omit subparagraph (c) and replace
subparagraph (d) with the following:]

c. [GASBS 75, ¶233d(1)]
d. [GASBS 75, ¶233d(2)]

.112 [GASBS 75, ¶234, including headings and footnote; replace subparagraph
(b) with the following:] A change in the OPEB liability equal to the difference
between amounts recognized as OPEB expense in conformity with subpara-
graph (a) and amounts paid by the employer for OPEB as the benefits came
due during the fiscal year.

.113 [GASBS 75, ¶235]

.114 [GASBS 75, ¶236, including heading; replace subparagraph (b) with the
following:] A change in the liability resulting from the special funding situation
equal to the difference between amounts recognized as expense and amounts
paid by the governmental nonemployer contributing entity as the benefits come
due during the governmental nonemployer contributing entity’s fiscal year.

.115−.116 [GASBS 75, ¶237 and ¶238]
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.117 [GASBS 75, ¶239, including heading; omit subparagraph (c) and replace
subparagraph (d) with the following:]

c. [GASBS 75, ¶239d(1)]
d. [GASBS 75, ¶239d(2)]

.118 [GASBS 75, ¶240; omit subparagraph (b) and replace subparagraph (c)
with the following:]

b. [GASBS 75, ¶240c(1)]
c. [GASBS 75, ¶240c(2)]

Circumstances in Which a Nonemployer Entity’s Legal Obligation for
Benefit Payments Directly through a Defined Contribution Plan Does Not
Meet the Definition of a Special Funding Situation

.119−.220 [GASBS 75, ¶241 and ¶242, including headings]

* * *
D2. The sections that follow update the Codification Instructions of Statement
No. 73, Accounting and Financial Reporting for Pensions and Related Assets
That Are Not within the Scope of GASB Statement 68, and Amendments to
Certain Provisions of GASB Statements 67 and 68, for the effects of this
Statement.

* * *

CLAIMS AND JUDGMENTS SECTION C50

.102 [Add cross-reference to Sections P51, P52, and P53; remove GASBS 45,
¶4−¶9 from, and add GASBS 75, ¶4 and ¶6 to, the amending sources of
GASBS 10, ¶2.]

.146 [Revise the inserted material as follows:] Except for required disclosures
about certain pensions (see paragraph .116 of Section P20 and .118 of Sec-
tion P22) and certain OPEB (see paragraph .119 of Section P50 and para-
graph .110 of Section P52), determining which discretely presented component
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unit disclosures are essential to fair presentation is a matter of professional
judgment and should be done on a component unit-by-component unit basis.
[GASBS 10, ¶78, as amended by GASBS 34, ¶6; GASBS 14, ¶11; GASBS 14,
¶63, as amended by GASBS 61, ¶11, GASBS 68, ¶18, GASBS 74, ¶24, and
GASBS 75, ¶24 and ¶143; GASBS 34, ¶113]

* * *

COMPENSATED ABSENCES SECTION C60

Sources: [Delete GASB Statement 45; add GASB Statement 75.]

.105 [In sources of footnote 4, delete GASBS 45, ¶9; add GASBS 75, ¶8.]

.108 [Revise footnote 6 as follows:] An accrual for the required contribution to
a defined contribution pension or OPEB plan should be made if (a) the em-
ployer is liable for a contribution to the plan based on termination payments
made to employees for vacation leave, sick leave, or other compensated
absences and (b) those amounts are not included in the determination of
employer contributions for the pension or OPEB. An additional accrual should
not be made relating to defined benefit pensions or defined benefit OPEB.
[GASBS 16, fn7, as amended by GASBS 68, ¶4, ¶5, ¶24, and ¶62, GASBS 73,
¶4, ¶7, and ¶30, and GASBS 75, ¶4, ¶6, ¶30, ¶73, and ¶149]

* * *

INVESTMENTS SECTION I50

.139 [Revise the third sentence as follows:] Except for required disclosures
about certain pensions (see paragraph .116 of Section P20 and paragraph .118
of Section P22) and certain OPEB (see paragraph .119 of Section P50 and
paragraph .110 of Section P52), determining which component unit disclosures
are essential to fair presentation is a matter of professional judgment and
should be done on a component unit-by-component unit basis. [GASBS 14,
¶11; GASBS 14, ¶63, as amended by GASBS 61, ¶11, GASBS 68, ¶18,
GASBS 73, ¶24, and GASBS 75, ¶24 and ¶143]

* * *
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NONEXCHANGE TRANSACTIONS SECTION N50

See also: [Add references to Sections P50, P51, P52, and P54.]

.103 [Revise the last two sentences of the paragraph as follows:] The provi-
sions of this section also do not apply to payments that are legally required to
be made directly to a pension or other postemployment benefit (OPEB) plan,
including benefit payments made directly to the employees of another entity as
they come due. Sections P20, P21, P22, and P24, and Sections P50, P51, P52,
and P54, respectively provide guidance for accounting and financial reporting
for those payments. [GASBS 24, ¶3, as amended by GASBS 68, ¶5,
GASBS 73, ¶4, ¶5, and ¶7, and GASBS 75, ¶6; GASBS 33, ¶5, as amended by
GASBS 68, ¶5, GASBS 70, ¶4, GASBS 73, ¶4, ¶5, and ¶7, and GASBS 75, ¶6]

.130 [Replace the second and third sentences with the following:] In financial
statements prepared using the economic resources measurement focus and
accrual basis of accounting, employers should recognize revenue in conformity
with the requirements of Section P20, Section P21, Section P22, or Sec-
tion P24, as applicable. For on-behalf payments for postemployment benefits
other than pensions, employers should recognize revenue in conformity with
the requirements of Section P50, Section P51, Section P52, or Section P54, as
applicable. In financial statements prepared using the current financial re-
sources measurement focus and modified accrual basis of accounting, the
employer government should recognize revenue equal to the amounts that
third-party recipients of the payments received and that are receivable at
year-end for the current fiscal year for on-behalf payments for pensions or
OPEB. [GASBS 24, ¶8, as amended by GASBS 73, ¶33, ¶58, ¶59, ¶75, ¶76,
¶106, and ¶122 and GASBS 75, ¶43, ¶69, ¶106, ¶107, ¶113, ¶114, ¶157, ¶182,
¶183, ¶200, ¶201, and ¶234]

* * *

SECTION P20PENSION ACTIVITIES—REPORTING FOR BENEFITS
PROVIDED THROUGH TRUSTS THAT MEET SPECIFIED
CRITERIA—DEFINED BENEFIT

[Revise the sources of footnote 5 as follows:] [GASBS 68, fn6, as amended by
GASBS 75, ¶4 and ¶5]

* * *
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SECTION P21PENSION ACTIVITIES—REPORTING FOR BENEFITS
PROVIDED THROUGH TRUSTS THAT MEET SPECIFIED
CRITERIA—DEFINED CONTRIBUTION

[Revise the sources of footnote 5 as follows:] [GASBS 68, fn6, as amended by
GASBS 75, ¶4 and ¶5]

* * *

TERMINATION BENEFITS SECTION T25

Sources: [Add the following:] GASB Statement 75

See also: [Add reference to Section P52.]

.102 [Revise the last sentence as follows:] Accounting requirements for pen-
sions and OPEB are addressed in Sections P20, P21, P22, P24, P50,
P51, P52, and P53. [GASBS 47, ¶4, as amended by GASBS 68, ¶4 and ¶5,
GASBS 73, ¶4 and ¶7, and GASBS 75, ¶4−¶6]

.113 [Revise parenthetical as follows; add cross-reference to Section P52:]
(for example, a change in an employer’s total or net pension or OPEB liability
or proportionate share of the collective total or net pension or OPEB liability, or
its separate liability to a defined benefit pension or OPEB plan) [GASBS 47,
¶17, as amended by GASBS 68, ¶4, ¶5, ¶20, ¶59, ¶83, ¶92, and ¶120,
GASBS 73, ¶4, ¶6, ¶25, ¶47, ¶68, and ¶78, and GASBS 75, ¶4, ¶6, ¶27, ¶59,
¶99, ¶109, ¶116, ¶140, ¶146, ¶172, ¶193, and ¶203; GASBS 68, fn31 and fn32;
GASBS 68, fn42 and fn43]

.115 [Revise last sentence as follows:] To meet this requirement, an employer
that provides termination benefits that affect defined benefit pension or OPEB
obligations should disclose in the notes to the financial statements the change
attributable to the termination benefits (for example, the change in the employ-
er’s total or net pension or OPEB liability or proportionate share of the collective
total or net pension or OPEB liability, or its separate liability to a defined benefit
pension or OPEB plan). [GASBS 47, ¶19, as amended by GASBS 68, ¶20, ¶59,
¶83, ¶92, and ¶120; GASBS 73, ¶4, ¶7, ¶25, ¶47, ¶68, and ¶78; GASBS 75,
¶27, ¶59, ¶99, ¶109, ¶116, ¶140, ¶146, ¶172, ¶193, and ¶203]

* * *
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D3. The sections that follow update the Codification Instructions of Statement
No. 74, Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans, for the effects of this Statement.

* * *

COMPREHENSIVE ANNUAL FINANCIAL REPORT SECTION 2200

Sources: [Delete GASB Statement 45.]

.205 [Revise sources as follows:] GASBS 34, ¶6; GASBS 34, ¶129, as
amended by GASBS 67, ¶32−¶34, GASBS 68, ¶46, ¶47, ¶81, ¶82, ¶114, ¶115,
and ¶117, GASBS 73, ¶45, ¶46, ¶66, ¶93, ¶94, ¶96, ¶115, and ¶116, GASBS
74, ¶36−¶38 and ¶59, and GASBS 75, ¶57, ¶97, ¶134, ¶137, ¶170, ¶191, ¶218,
and ¶221

* * *

NOTES TO FINANCIAL STATEMENTS SECTION 2300

Sources: [Delete GASB Statement 45.]

.107 [Add the following to cross-references in subparagraph (x) as follows:]
Section P50, paragraphs .151, .191, .222−.228, and .231; Section P51, para-
graphs .111, .113, .117, .118, and .220; and Section P52, paragraphs .136, .157,
.180−.184, and .187, as applicable

[Revise footnote 5 as follows:] Information about pension and OPEB liabilities to
employees should be reported in a separate pension or OPEB note, as required
by Sections P20, P21, P22, P24, P50, P51, P52, and P54, as applicable.
Payables to a defined benefit pension or defined benefit OPEB plan adminis-
tered through a trust that meets the criteria of paragraph .101 of Section P20 or
paragraph .101 of Section P50 should be disclosed with short-term or long-term
liabilities, as appropriate, and governments also should apply the requirements
of paragraph .222 of Section P20 or .237 of Section P50, as applicable.
[GASBS 34, fn47, as amended by GASBS 68, ¶37−¶45, ¶74−¶80, ¶109−¶113,
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¶116, and ¶122, GASBS 73, ¶38−¶44, ¶61−¶65, ¶77, ¶89−¶92, ¶95, ¶101,
¶105, ¶107, ¶111, and ¶114, and GASBS 75, ¶47−¶56, ¶89−¶96, ¶127−¶133,
¶136, ¶142, ¶162−¶169, ¶185−¶190, ¶213−¶217, ¶220, ¶229, ¶233, ¶239,
¶240, and ¶242]

SECTION 2600REPORTING ENTITY AND COMPONENT UNIT
PRESENTATION AND DISCLOSURE

.123 [Revise the first sentence after subparagraph (b) as follows:] Except for
required disclosures about certain pensions (see paragraph .116 of Section P20
and .118 of Section P22) and certain OPEB (see paragraph .119 of Section P50
and paragraph .110 of Section P52), determining which discretely presented
component unit disclosures are essential to fair presentation is a matter of
professional judgment and should be done on a component unit-by-component
unit basis. [GASBS 14, ¶63, as amended by GASBS 34, ¶6, GASBS 68, ¶18,
GASBS 73, ¶24, and GASBS 75, ¶24 and ¶143; GASBS 34, ¶113]

* * *

[Replace current Section P50 with the following; use boldface type for the first
use of terms that are presented in the glossary.]

POSTEMPLOYMENT BENEFITS OTHER THAN SECTION P50
PENSIONS—REPORTING FOR BENEFITS
PROVIDED THROUGH TRUSTS THAT MEET
SPECIFIED CRITERIA—DEFINED BENEFIT

.101−.103 [GASBS 75, ¶4−¶6, including heading and footnotes, except foot-
note 3; revise footnote 1 as follows:] Terms defined in paragraphs .502−.554 of
this section are shown in boldface type the first time they appear in this
section. [GASBS 75, fn1]

.104−.113 [GASBS 75, ¶8−¶17, including headings and footnotes]

.114 [GASBS 75, ¶18, including heading; revise the lead-in to subparagraph (a)
as follows:] For purposes of this section, special funding situations are circum-
stances in which a nonemployer entity is legally responsible for providing
financial support for OPEB of the employees of another entity by making
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contributions directly to an OPEB plan that is administered through a trust that
meets the criteria in paragraph .101 (including making benefit payments as the
OPEB comes due for benefits provided through such a plan) and either of the
following criteria is met:

.115 [GASBS 75, ¶19]

.116−.237 [GASBS 75, ¶21−¶142, including headings and footnotes]

.238−.240 [GASBS 75, ¶224−¶226, including heading and footnotes]

DEFINITIONS

.501−.554 [GASBS 75, ¶246, including footnotes; insert the following source
after each paragraph:] [GASBS 75, ¶246]

GASB TECHNICAL BULLETINS

Recognition of Certain OPEB Expenditures and Liabilities in Financial
Statements Prepared Using the Current Financial Resources
Measurement Focus and Modified Accrual Basis of Accounting

.601 This paragraph clarifies the requirements of paragraph .236 of this section
by cost-sharing employers and governmental nonemployer contributing entities
with a legal requirement to contribute to cost-sharing OPEB plans in financial
statements prepared using the current financial resources measurement focus
and modified accrual basis of accounting. [GASBTB 2004-2, ¶1, as amended
by GASBS 75, ¶4, ¶6, and ¶141]

Question 1

[Insert Question 2 from current Section P50, paragraph .601, and delete
/expense.] [GASBTB 2004-2, ¶5, as amended by GASBS 75, ¶4, ¶6, and ¶140]

Response

[Insert Response to Question 2 from current Section P50, paragraph .601.]
[GASBTB 2004-2, ¶6, as amended by GASBS 75, ¶4 and ¶6]
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Question 2

How should the requirements of paragraph .236 of this section be applied to
recognize governmental fund expenditures and liabilities on the modified ac-
crual basis of accounting for contributions to cost-sharing OPEB plans?
[GASBTB 2004-2, ¶7, as amended by GASBS 75, ¶4, ¶6, and ¶141]

Response

[Insert Response to Question 3 from current Section P50, paragraph .601.]

Accounting and Financial Reporting by Employers for Payments from the
Federal Government Pursuant to the Retiree Drug Subsidy Provisions
of Medicare Part D

.602 This paragraph clarifies the application of existing standards of account-
ing and financial reporting to payments that an employer receives from the
federal government pursuant to the retiree drug subsidy (RDS) provisions of
Medicare Part D, as established in the Medicare Prescription Drug, Improve-
ment, and Modernization Act of 2003. [GASBTB 2006-1, ¶1]

[Insert Question 1 and related response from current Section P50, paragraph
.602, including related headings; revise the last sentence of the response as
follows:] An employer should apply the measurement requirements of this
section to determine its liability to employees for OPEB, OPEB expense/
expenditures, and deferred outflows of resources and deferred inflows of
resources related to OPEB without reduction for RDS payments. [GASBTB
2006-1, ¶3, as amended by GASBS 75, ¶21; GASBS 75, ¶15, ¶30, and ¶73]

[Insert Question 2 from current Section P50, paragraph .602, including related
heading; replace OPEB plan with OPEB plan that is administered through a
trust that meets the criteria in paragraph .101.]

Response

An RDS payment from the federal government to a plan that is administered
through a trust that meets the criteria in paragraph .101 should be accounted for
by the employer in accordance with the requirements in paragraph .233 of this
section or in paragraphs .129−.134 of Section N50, as applicable. The mea-
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surement requirements of this section or Section N50 should be applied to
determine the employer’s OPEB liability to its employees and OPEB expense/
expenditures without reduction for RDS payments. [GASBTB 2006-1, ¶7, as
amended by GASBS 75, ¶4 and ¶6]

* * *

SECTION P52POSTEMPLOYMENT BENEFITS OTHER THAN
PENSIONS—REPORTING FOR BENEFITS NOT
PROVIDED THROUGH TRUSTS THAT MEET
SPECIFIED CRITERIA—DEFINED BENEFIT

.602 [Insert Response to Question 2 as follows:]

Response

If an OPEB plan is not administered through a trust that meets the criteria in
paragraph .101, paragraph .107 of Section P53 requires that any assets
accumulated for OPEB purposes continue to be reported as assets of the
employer, and paragraph .108 of that Section requires that a government that
holds such assets in a fiduciary capacity report the assets in an agency fund.
RDS payments to such plans should be considered as payments to the em-
ployers. Accordingly, an employer in such a plan should account for its RDS
payments as discussed in the response to Question 1 in this paragraph.
[GASBTB 2006-1, ¶8, as amended by GASBS 74, ¶58 and ¶59, and
GASBS 75, ¶5 and ¶16]

* * *
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