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GASB, GAAP and other terms

GASB - Governmental Accounting Standards
Board

GAAP — Generally Accepted Accounting
Principles

GASB 68 — Accounting and Financial Reporting
for Pensions
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Types of Annual Reports

GAAP — Generally Accepted Accounting
Principles

OCBOA — Other Comprehensive Basis of
Accounting (can be cash or modified cash --
using a major fund approach)

Regulatory — Cash basis using a fund type
approach
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GASB 68 Guidance for GAAP Reports
GASB 27 vs GASB 68

e GASB 27
— Funding Approach

— Liability — unpaid contractually required
contribution

* GASB 68
— Earnings Approach
— Liability — benefits earned by employees
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GASB 68 Guidance for GAAP Reports
GASB 68 Liability

* Payables to a defined benefit pension plan
— Intergovernmental Payable
— Modified Accrual and Accrual
* Liability to employees for pensions
— Net Pension Liability
— Accrual Basis of Accounting
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GASB 68 Guidance for GAAP Reports
How to Calculate the Liability

¢ Pension systems will provide:
— Each employer’s proportionate share

— Pension system’s collective net pension
liability

Multiply these amounts

Potentially significant
¢ First year -- beginning net position
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GASB 68 Guidance for OCBOA Reports

Cash Basis — Liability is not reported on the
statements

Modified Cash Basis — Modifications should be
made to cash receipt or disbursement
transactions, have substantial support and be
logical. Typically, net pension liability is not
recorded on a modified cash basis.
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GASB 68 Guidance for Regulatory Reports

Cash Basis — Liability is not reported on the
statements
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GASB 68 Guidance for OCBOA and Regulatory
Reports — Note Disclosure

We currently anticipate:

e Entities not required to prepare GAAP
statements will not need to make pension
liability disclosures.

e Entities statutorily required to file GAAP, but
instead prepare OCBOA or regulatory statements
will need to make GASB 68 pension liability
disclosures.
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GASB 68 Questions

“My biggest concern is note disclosure regarding activity on the
City’s financial statements for which it is not legally liable. | hope
the AOS professional staff is working on a model disclosure.”

Our current samples will continue to develop as
we learn more through the recently published
implementation guide. We will issue a bulletin in
the future that includes sample financial
statements and footnote disclosures.
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GASB 68 Questions

“When will we be required to begin reporting?”

GASB 68 is effective for fiscal years beginning
after June 15, 2014. So, for schools this will be
fiscal year 2015 and for municipalities, libraries,
townships and counties it will be calendar year
2015.
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GASB 68 Questions

“How will GASB 68 impact governments that prepare OCBOA and Regulatory basis
financial Statements (Libraries, Villages, Townships, etc...)?”

If your local government participates in one or
more of the state pension plans, your annual
financial report may be affected. We currently
anticipate governments that prepare OCBOA and
Regulatory basis financial statements will not
include disclosure of their net pension liability in
the notes. However, governments that should be
preparing GAAP statements, but choose to prepare
OCBOA or regulatory statements instead will need
to disclose their net pension liability in the notes.
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GASB 67 & 68

An Audit Perspective

Ohio Auditor of State

Dave Yost

w.ohioauditor.goy

Overview GASB 67-68

¢ Employers Must Recognize Proportionate Share of
Collective Pension Amounts

¢ Deferred outflows of resources, deferred inflows
of resources

¢ Pension expense

ALL SYSTEMS USING CONTRIBUTIONS
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Overview GASB 67-68

¢ Cash Basis filers

— No Disclosure required
¢ With one exception — GAAP required filers

« Draft Notes to Financial Statements
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Proportionate Share

20X5
Actual Employer
Employer Allocation
| Contributions Percentage
5 2,143,842 36.376 %
268,425 4.554
322,142 5.466
— 483,255 8.199
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Deferred outflows/inflows

Net Difference

Between

Projected
Differences and Actual
Between Investment

Expected Earnings on
Net Pension and Actual Pension Plan Changes of

Enti Liability Experience Investments Assumptions|
Employer 1 $ 45224,620 438,859 1,569,847 1,404,206
Employer 2 5,661,780 54,842 196,533 175,796
Employer 3 6,795,628 65,945 235,892 211,001 |
Employer 4 10,193,442 98,917 353,838 316,502
Employer 5 13,355,038 129,597 463,584 414,668
Employer 68 3,043,487 29,534 105,646 94,499
Employer 7 2,011,585 19,520 69,827 62,459 |.|

T x8som |
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Pension Expense
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Differences Employer Total Proportionat]
Between Contributions Deferred Share of
Expected and Proportionate  Inflows Plan a
and Actual Changes of Share of of Pension
Experience Assumptions Confributions Resources Expense
355,917 = 726,425 1,082,342 1,907,283
44,558 - 74,326 118,884 238,777 |,
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Schedules with opinion

e Two schedules
— Schedule of Employer Allocations
— Schedule of Pension Amounts by Employer
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Census Data

* Date of birth *\9_{

CHEC
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&
N

¢ Hire date
¢ Marital status

* Gender
¢ Spouse date of birth

e Other detailed on audit program
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Census Data

¢ Standardized Audit Procedures
— Completeness

— Accuracy

¢ Assertions built into the Audit Program
* Some assertions covered by the system auditors

DAVE YosT
0OHIO0 AUDITOR

Audit Programs

FLOW CHARTS
FACTS ¢ Use of Standardized shells

gumme  developed by AOS —and
»amury  Pension system Auditors

FIGURES

RISKS 4

PROCEDURES
METHODS

MANAGEMENT

CONTROLS
L cnuran-gbnes ]
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AT-101 Reports

e Opinion
¢ Procedures
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AT-101 Reports - Procedures

e We have drafted procedures to perform
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AT-101 Reports - Results

Used by Pension System Auditor
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KEY Elements GASB 67-68

e GASB 67 —June 2014
GASB 68 June 2015
AOS Draft MD&A
AOS Draft Statements
AOS Draft Notes
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KEY Elements GASB 67-68

¢ Census data
e AT-101 Report Draft
e Census Data Procedures

¢ Entities selected
¢ Contract Modifications
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? ANY QUESTIONS ?
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Ohio Auditor of State

Dave Yost
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GASB’s New Pension Accounting Standards
Information Update and Proposed OPEB
Standards

Local Government Officials’ Conference
April 2, 2015

Jenny Starr - OPERS CFO

OPERS Update on GASB

* OPERS Advocacy Role — Historical and
Ongoing

« Current Issues

Anticipated Timing of Reports

« Information to be Provided to Employers

« Allocation Methodology

* Sample Information to be Provided to Employers

« Communication/Education Assistance

A * OPEB Update

Questions/Comments
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OPERS GASB Related Advocacy Role

Pension — Pre-Final Pronouncement

« Responded to Invitation to Comment/Preliminary
Views/Exposure Draft

« Field Test with GASB/Mock Implementation after with
feedback to GASB

. Tesgmony — on both Preliminary Views and Exposure
Dra

« Draft Response letter for Employers

Pension — Post Final Pronouncement

* AICPA white paper
« Auditor of State
* AICPA Audit Guidance
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OPERS GASB Related Advocacy Role
(cont.)

OPEB - Exposure Draft

* Response to Exposure Draft

« Draft Response for Employers
* Testimony

* GASB Field Test

« Other
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Current Key Issues

Audit Approach
« No formal guidance — AICPA white paper

« Retain Auditor judgment in developing audit
approach

< Site visit versus analytical
* Most efficient way to audit

« Keep costs down

Audit of Census Data

* GASB 67 and 68 require the Systems’ auditors to
opine on the quality of the System’s census data
— AICPA white paper indicates that the System'’s
auditor should conduct a site visit to the
employers that constitute a large portion of the
System’s membership

Currently the majority of OPERS census data is
supplied by the member not the employer

« Ohio retirement systems have been working with
their external auditors and the AOS staff to develop
a coordinated audit approach that replaces site visits
by the Systems’ external auditors
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Audit of Census Data (cont.)

« The current proposal would require each employers’
auditors enhance their procedures surrounding the
payroll function

« Employers’ auditors would provide AOS staff with an
attestation report

« Systems evaluating internal control environment
surrounding census data

« Discussions are ongoing between AOS staff, system
external auditors and system staff

Other Minor Administrative Issues

« Timing of Actuarial Valuation and CAFR

« Employer Schedules

« Communication

L
OPERS .
Anticipated Timing
* OPERS implements GASB 67 for fiscal year
2014
« Employers primarily implement GASB 68 in
fiscal year 2015
« Actuarial Valuation usually a year in arrears due
to timing of completion
¢ 2014 CAFR will include 2013 and 2014
valuation
« 2014 CAFR will be available in June 2015
« Draft Employer Schedules will be available June
A 2015
OPERS .
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Information to be Provided to Employers

« Currently OPERS’ employers do not know which
one of OPERS’ three pension plans their employees
have elected, thus

— OPERS will need to provide summary
contribution and other information required by
GASB 68 by plan

« Currently, the Member-Directed plan defined benefit
annuitized accounts are currently immaterial, but
that may change over time

Information to be Provided to Employers
(cont.)

« Audited proportionate share schedule, collective
totals schedule and actuary results

« Audit opinion

Published by the end of June each year

Unaudited quarterly supplemental reports containing
contribution information to enable employers to
reconcile at various year-ends and quantify deferred
contributions

« Template for tracking amortization

L
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Information to be Provided to Employers
(cont.)
* The dissemination of GASB 68 information will likely
be through the Employer Contribution System (ECS)
« Employers control the security of who can access
information for their entity through ECS
« Employers with access to GASB 68 information will
see the information by employer code
« Employers with multiple employer codes will need to
aggregate information
L
OPERS »
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Proportionate Share Allocation Methodology

* OPERS will allocate proportionate share based on
the ratio of:
— Member and Employer contributions for each
employer reporting unit
— As a percent of the Member and Employer
contributions for all employer reporting units

« Each allocation will be presented by plan

« Employers with multiple employer codes will need to
aggregate information

« Approach approved by GASB/OPERS
Auditors/OPERS actuaries

« Approach best reflects allocation due to variances in
member contribution rates by division
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Sample Information to be Provided to
Employers
Proportionate Share - Audited
Plan 1[ Conbned len | IE——
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Sample Information to be Provided to
Employers (cont.)
Collective Totals - Audited
et pensin Collective Values - Audited
Changes insssumptons - Ony e ater e year 3 . s g Fenaing
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Sample Information to be Provided to
Employers (cont.)
Collective Totals - Audited

« Notice on the previous slide that the UAAL or net
pension liability actually decreased resulting in
pension revenue for the year

« This may happen from year to year depending on
market and other events

* The volatility of OPERS net pension liability is
reflective of the volatility in the investment market
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Sample Information to be Provided to
Employers (cont.)

Disclosure Information - Audited

Traditional Combined Plan Member-Directed
Pension Plan  Defined Benefits Plan
Actuarial Assumptions:
Wage Inflation 3.75% 3.75% NIA
Projected Salary Increases 5%-6.3% 5%-6.3% NIA
Investment Rate of Return 8.00% 8.00% NIA
Mortality Tables: RP-2000 projected 20 years using Projection Scale AA
Date of Most Recent Experience Study 12/31/2013 12/31/2013 NA
Average Remaining Service Life 20 Years 15 Years NA
Sensiivity of the Employer's Propartionate Share of the Net Pension Liabiliy o Changes inthe Discount Rate
Current
Discount
Employers’ Net Pension Liability / Asset 1% Decrease Rate 1% Increase
Traditional Pension Plan 358 8.00% $$
Combined Plan $$ 8.00% $$
A Member Directed Plan (if applicable) NA NA NA
OPERS
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Sample Information to be Provided to
Employers (cont.)
Supplemental Schedules - Unaudited

Quarterly Gontibution inormarion

YT Contbutions Received by OPERS as of 9/30/20xx

Plan Tradiionsl Pension plan [ Contined pian ] ]

@ ® ) (e=beby © ) @ =) (=ae) (o)

Employer  Employer  Total Defied  Employer  Employer  Total Toul Total

Employer  Member  Pension  HealhCare Empioyer  Member  Penson  HealhCae Employer  Member  Employer
cove Coniburions Conribuions Contibuions.
100000 S 100005 130008 1000 14000 s 100005 13000
100100 S 12005 156008 12005 1680 s 120005 1680
10200 § S0  6S0S  S0S 7000 100005 10000S 100§ 11000 § 150005 18000
100300 S 1005 13005 10S 1400 s lms 140

0000

Grand Toial $_450000 § 1950000 § 45000 $ 1995000 5 80000 5 1000000 S 8000 5 1008000 § 5300005 3003000

(@]
>

18




3/10/2015

Communication/Education Efforts to
Assist Employers

« Presentations

* Webinars

« Video Series - topical mini videos

« Employer Forum

« Employer Advisory Council

« Other on-line tools - OPERS.org finance tab

« Other communications and discussions with rating
agencies

* Key message assistance from Employer Reporting
beginning in June 2015

OPEB Update

* OPERS opposes the proposed OPEB standards

« Health care is different; Ohio is different

« Provided template to employers for GASB comment letter
process

< Submitted our own comment letter to GASB opposing the
standards

« Testified at GASB’s open hearing in mid-September

Participated in limited field test with GASB to implement the
standards in our most recently issued financial statements

« Continuing efforts to present ideas to GASB differentiating
A Ohio from other states
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Questions?
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