From:

To:

Subject: OPEB

Date: Thursday, October 17, 2019
Attachments: Negative Expense-Revenue Footnote.docx

Revised Actuarial Reports for Certain Plans.PNG

Dear Colleagues,
Here we are again. | have more news about OPEB. Please forward this message to others on your
staff who may be involved with auditing employer OPEB information.

Negative “Nonemployer” Expense:

By now some of you may have noticed that some of the LEAs had a negative “nonemployer” opeb
expense related to the special funding situation with the State of Tennessee. You will find this
number on page three of the actuarial report. We believe this negative number should be reported
as a negative expense and a negative revenue in the Government-wide Statement of Activities. If
this seems strange, it is. | don’t think GASB anticipated this situation. The negative numbers will not
be recorded at the fund level. However, there will be an on-behalf amount booked as a revenue and
expenditure at the fund level (Refer to GASB 85, paragraph 10). This number can be found on page 7
of the Actuarial Report at Item E. | have attached a version of the footnote related to this unique
situation that the Division of Local Government Audit plans to use.

Local Government Tennessee Medicare OPEB Plan Is Not an Open Plan:

The original current year note disclosures provided by F&A for the Local Government OPEB
Tennessee Plan (i.e. Medicare Plan) show that the Tennessee Plan is an “open” plan due to a
misunderstanding by F&A staff. We have been advised by F&A that this is not the case. The Local
Government TN Plan is not open. It is closed to those hired after July 1, 2015. The note
disclosures provided by F&A have not been updated to correct this error. You will need to
manually correct the note disclosure to say that the TN Plan is not open. (This was correctly

presented in the prior year’s disclosures so you may simply look back at last year.)

The Actuarial Reports have not changed as a result of this issue.

Revised Actuarial Reports for some Local Government Tennessee Plan Participants:

Due to a misunderstanding by the Actuary concerning entities with commercial insurance plans, the
OPERB liability balances for some members in Local Government Tennessee Plan (Medicare Plan)
were reduced to zero for FY 2019. The actuary has issued “revised” reports for those identified as
being in error, and the note disclosures have been updated by F&A. The updated disclosures are
presented on our website under the Accounting and Auditing Information Tab. | have attached a list




[bookmark: _GoBack]The Typical County School Department has a special funding situation related to benefits paid by the State of Tennessee for its eligible retired employees participating in the LEP. The Typical County School Department's proportionate share of the collective total OPEB liability was based on a projection of the employer’s long-term share of benefit payments to the OPEB plan relative to the projected share of benefit payments of all participating employers and nonemployer contributing entities, actuarially determined. The School Department is required by GASB Statement No. 75 to recognize revenue for subsidies provided by nonemployer contributing entities for benefits paid by the LEP for School Department employees. The amount of the subsidy is equal to the nonemployer share of collective OPEB expenses. During the year, collective OPEB expenses for Typical County School employees was negative.  Consequently, Typical County has recorded the negative collective OPEB expense ($2,093,075) and recorded negative operating grants and contributions revenues ($632,430) as a result of recording the nonemployer share of the collective OPEB expense.
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of the entities that required revised actuarial reports. (One previous list also included the City of
Hartsville and the Association of County Mayors, but the above list which should be final, does not
show these two entities.)

State Audit Examination Opinions for Pensions and OPEB:
We believe these reports will be issued soon. We do not have an exact date yet.

Weighted Average Maturity:
On a completely different subject, some of you have requested the Weighted Average Maturity

(WAM) for investments in the Local Government Investment Pool managed by the Tennessee
Department of Treasury. The WAM had a range of 1 to 86 days as of June 30, 2019.

Please understand that the Division of Local Government Audit has to deal with the same issues. We
provide this information to you as soon as we receive it and understand the ramifications for our
audits. Thanks for all the hard work you do to make Tennessee government work better. Jerry

Jerry E. Durham, CPA, CGFM, CFE
Assistant Director

Comptroller of the Treasury
Division of Local Government Audit
Cordell Hull Builiding

425 Fifth Avenue North

Nashville, Tn, 37243-3400

Office Direct — 615.401.7951

Fax 615.741.6216



The Typical County School Department has a special funding
situation related to benefits paid by the State of Tennessee for its
eligible retired employees participating in the LEP. The Typical
County School Department's proportionate share of the collective
total OPEB liability was based on a projection of the employer’s long-
term share of benefit payments to the OPEB plan relative to the
projected share of benefit payments of all participating employers
and nonemployer contributing entities, actuarially determined. The
School Department is required by GASB Statement No. 75 to recognize
revenue for subsidies provided by nonemployer contributing entities
for benefits paid by the LEP for School Department employees. The
amount of the subsidy is equal to the nonemployer share of collective
OPEB expenses. During the year, collective OPEB expenses for
Typical County School employees was negative. Consequently,
Typical County has recorded the negative collective OPEB expense
($2,093,075) and recorded negative operating grants and
contributions revenues ($632,430) as a result of recording the
nonemployer share of the collective OPEB expense.
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