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June 30, 2008
MEMORANDUM 
TO:


Office of Group Benefits, Non-State Entities OPEB Agency Fund
FROM:

Afranie Adomako, CPA




Director

SUBJECT: Instructions for Preparation of Annual Fiscal Report (AFR) 

Attached are instructions and forms necessary for the completion of the Annual Fiscal Report for the Non-State Entities Other Postemployment Benefits (OPEB) Agency Fund for the period ending June 30, 2008.      

Governmental Accounting Standards Board (GASB) Statement 43, Financial Reporting for Post-Employment Benefit Plans Other Than Pension Plans, was effective for the fiscal year ending June 30, 2007 for Louisiana.  It addresses the Other Post Employment Benefits (OPEB) reporting requirements for the only plan for the State, Office of Group Benefits (OGB).  Through OGB, assets are accumulated and benefits are paid as they come due in accordance with an agreement between the employers and plan members and their beneficiaries.  The plan members of the healthcare plan that OGB administers include the State, school systems, and various other non-state employers.  The OGB healthcare plan is considered an agent multiple-employer plan.  GASB Statement No. 43 Paragraph 41 discusses reporting requirements for such plans.

According to GASB Statement No. 43, the fund used to accumulate assets and pay benefits in a multiple-employer OPEB plan should be reported as an agency fund if it does not meet the criteria to be considered a trust fund.  Therefore, the assets and liabilities (e.g., insurance premiums and claim payments) of the non-state retiree participants in the plan should be reported in an agency fund.  The assets and liabilities of the state retiree participants do not need to be reported in an agency fund because, according to GASB Statement 34, Paragraph 111, sometimes an agency fund is used as a clearing account to distribute financial resources to other funds of the government, as well as other entities.  When this occurs, the portion of the clearing account balance that pertains to other funds of the state should not be reported in agency funds.  Rather, it should be reported as assets in the appropriate funds.  The assets and liabilities of the state retirees should continue to be reported in the AFR of OGB as it has in the past.    



The forms and instructions of the attached supplemental package are designed to meet your general reporting needs; however, this should not preclude adaptations (after approval from this office) for having unique reporting situations.
The completed packet should include the following:

 1.
Statement of Assets and Liabilities


 2.
Statement of Changes in Assets and Liabilities

 3. 
Notes to the Financial Statement 
The deadline to submit the packet is August 29, 2008.  The packet must be forwarded under separate cover to both the Division of Administration, OSRAP (Post Office Box 94095, Baton Rouge, LA 70804-9095) and to the Legislative Auditor's Office (Post Office Box 94397, Baton Rouge, Louisiana  70804-9397).  Be certain that copies of all statements and notes are included.  Please note the affidavit sent to the Office of Statewide Reporting must be the original, signed and notarized document, while the affidavit sent to the Legislative Auditor may be a copy of the original.  Do not staple the packets; use a binder clip instead.  

If you have any questions concerning the above, you may contact Mark Rhodes at (225) 342-0711 or Deborah Zundel at (225) 342-0710.    
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SECTION:

Instructions for Preparation of Annual Fiscal Report    

UNIT TYPE:

OGB, Non-State Entities OPEB Agency Fund
PROCEDURES:
Instructions for Preparation of the Financial Statements 
An agency fund is generally used to report resources held by the reporting government in a purely custodial capacity.  The OPEB Agency Fund is used to hold the assets of the nonstate retirees of OGB and should be reported on the full accrual basis.    

The financial statements for this agency fund are needed by OSRAP in order to prepare the Comprehensive Annual Financial Report (CAFR).   They are the Statement of Assets and Liabilities and the Statement of Changes in Assets and Liabilities (SCAL).  

In an agency fund, “additions” and “deletions” are used instead of “debits” and “credits”.  There are three asset accounts:  Cash, Investments, and Accounts Receivable.  There are two liabilities accounts:  Other Liabilities and Amounts Held in Custody for Others (AHCO).  The reporting focus of agency funds is on their assets and liabilities, which should equal (assets = liabilities).  There are no fund balances.                

STATEMENT OF ASSETS AND LIABILITIES
JUNE 30, 2008
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	ASSETS:
	
	
	
	
	

	CASH AND CASH EQUIVALENTS
	
	$
	0

	INVESTMENTS
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	RECEIVABLES
	
	
	
	0

	
	
	
	
	
	 

	TOTAL ASSETS
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	0

	
	
	
	
	
	

	
	
	
	
	
	

	LIABILITIES:
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	AMOUNTS HELD IN CUSTODY FOR OTHERS
	
	0

	OTHER LIABILITIES
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	STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
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	JULY 1, 2007
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	DELETIONS
	JUNE 30, 2008
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	CASH AND CASH EQUIVALENTS
	
	$
	0
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	INVESTMENTS
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	0

	
	RECEIVABLES
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	0

	
	
	
	
	
	
	 
	 
	 
	 

	
	TOTAL ASSETS
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	0
	0

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	LIABILITIES:
	
	
	
	
	
	
	
	

	
	
	
	
	
	$
	
	
	
	

	
	AMOUNTS HELD IN CUSTODY FOR OTHERS
	
	0
	
	
	0

	
	OTHER LIABILITIES
	
	
	
	0
	
	
	0

	
	
	
	
	
	
	
	
	
	

	
	TOTAL LIABILITIES
	
	
	$
	0
	0
	0
	0
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STATE OF LOUISIANA


Annual Financial Statements


Fiscal Year Ending June 30, 20__


__________________________________________


(Agency Name)


__________________________________________


__________________________________________ 


__________________________________________ 


(Agency Address)

Division of Administration



Legislative Auditor

Office of Statewide Reporting



P. O. Box 94397

  And Accounting Policy



Baton Rouge, Louisiana 70804-9397

P. O. Box 94095

Baton Rouge, Louisiana 70804-9095


Physical Address:




Physical Address:


1201 N. Third Street




1600 N. Third Street


Claiborne Building, Suite 6-130


Baton Rouge, Louisiana 70802

Baton Rouge, Louisiana 70802

AFFIDAVIT
Personally came and appeared before the undersigned authority, __________________________ (Name)_______________________________(Title) of____________________________(Agency) who duly sworn, deposes and says, that the financial statements herewith given present fairly the financial position of _______________________________________________ (agency) at June 30, 20__ and the results of operations for the year then ended in accordance with policies and practices established by the Division of Administration or in accordance with Generally Accepted Accounting Principles as prescribed by the Governmental Accounting Standards Board.  Sworn and subscribed before me, this __________ day of ________________, ____.

__________________________________________________________________________


Signature of Agency Official




NOTARY PUBLIC

Prepared by: _________________________________

Title: _______________________________________

Telephone No.: _______________________________

Date: _______________________________________
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Division of Administration



Legislative Auditor

Office of Statewide Reporting



P. O. Box 94397

  and Accounting Policy



Baton Rouge, Louisiana 70804-9397

P. O. Box 94095

Baton Rouge, Louisiana 70804-9095
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1201 N. Third Street
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Claiborne Building, Suite 6-130


Baton Rouge, Louisiana 70802

Baton Rouge, Louisiana 70802

AFFIDAVIT
Personally came and appeared before the undersigned authority, ____________________ (Name)__________________________________(Title) of___________________________ (Agency) who duly sworn, deposes and says, that the financial statements herewith given present fairly the financial position of _______________________________________________ (agency) at June 30, 20__ and the results of operations for the year then ended in accordance with policies and practices established by the Division of Administration or in accordance with Generally Accepted Accounting Principles as prescribed by the Governmental Accounting Standards Board.  Sworn and subscribed before me, this __________ day of ________________, ____.

___________________________________
______________________________________


Signature of Agency Official




NOTARY PUBLIC

Prepared by: ________________________________

Title: ______________________________________

Telephone No.: ______________________________

Date: _______________________________________
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Below are the GASB 43 note disclosure reporting requirements:

A.
   Plan description


(1)
Identification of the plan as an agent multiple-employer OPEB plan and disclosure of the number of participating employers and other contributing entities.


(2) 
Classes of employees covered (for example, general employees and public safety employees) and the number of plan members, including employees in active service, terminated employees who have accumulated benefits but are not yet receiving them, and retired employees and beneficiaries currently receiving benefits.  If the plan is closed to new entrants, that fact should be disclosed.

(3)
Brief description of benefit provisions, including the types of benefits, the provisions or policies with respect to automatic and ad hoc postretirement benefit increases, and the authority under which benefit provisions are established or may be amended.

B.
Summary of significant accounting policies
(1)  Basis of accounting, including the policy with respect to the recognition in the financial statements of contributions, benefits paid, and refunds paid.

(2)  Brief description of how the fair value of investments is determined, including the 
methods and significant assumptions used to estimate the fair value of investments, if that fair value is based on other than quoted market prices.

C.
Contributions 

(1)  Authority under which the obligations of the plan members, employer(s), and other contributing entities to contribute to the plan are established or may be amended.

(2)  Funding policy, including a brief description of how the contributions of the plan members, employer(s), and other contributing entities are determined (for example, by statute, through an actuarial valuation, or in some other manner) and how the costs of administering the plan are financed. Legal or contractual maximum contribution rates should be disclosed, if applicable.

(3)  Required contribution rate(s) of active or retired plan members, as applicable, in accordance with the funding policy.  The required contribution rate(s) should be expressed as a rate (amount) per member or as a percentage of covered payroll.

(4)  Brief description of the terms of any long-term contracts for contributions to the plan and disclosure of the amounts outstanding at the reporting date.
D.
Disclose that each participating employer is required by GASB Statement 45 to disclose additional information with regard to funding policy, the employer’s annual OPEB cost, contributions made, the funded status and funding progress of the employer’s individual plan, and actuarial methods and assumptions used.

Below is the June 30, 2007 note disclosure required by GASB 43.  Please update it for the fiscal year ended June 30, 2008:

OTHER POSTEMPLOYMENT BENEFITS

Plan Description

The Office of Group Benefits (OGB) is an agent multiple-employer postemployment healthcare plan that covers retired employees of the state, as well as school boards and various other non-state employers.  OGB provides health and life insurance benefits to eligible retirees, their spouses, and their dependents.  LRS 42:801-883 assigns the authority to establish and amend the benefit provisions of the plan to the state legislature. 

Current membership in the plan consisted of the following at June 30, 2007:

Retirees and beneficiaries
46,454


Active plan members
81,734


Total                                              128,188

The number of participating employers at June 30, 2007, consisted of the following:


School Boards
  43


Non-State Agencies
  87


State Agencies
230


Total
360

Summary of Significant Account Policies
OGB’s financial statements are prepared using the full-accrual basis of accounting. Plan member contributions are recognized in the period in which the contributions are due. Employer contributions to the plan are recognized when due and the employer has made a formal commitment to provide the contributions. Benefits and refunds are recognized when due and payable in accordance with the terms of the plan.

Contributions
LRS 42:801-883 assigns the authority to establish and amend the benefit provisions of the plan to the state legislature. Retired plan members and beneficiaries currently receiving benefits are required to contribute specified amounts monthly toward the cost of health insurance premiums.  The State contributes a minimum of 75% towards all classes of retiree health premiums. The remaining 25% is contributed by the retirees. For the year ended June 30, 2007, retired plan members in school boards and other non-state agencies contributed approximately $33.3 million through their required contributions. The State contributed approximately $114.2 towards the premiums of these retirees. Administrative costs of the plan are financed through the premiums collected for all classes of active and retired plan members.

Health Care and Life Insurance Benefits
In accordance with LRS 42:821-871, the State provides health care and life insurance benefits to its active and retired employees and their eligible dependents through either self-insured and self-funded Office of Group Benefits (OGB) programs or, in the case of certain boards and commissions, through private insurance companies.  All benefits and premium structures are reviewed by the OGB Policy and Planning Board.  A written recommendation from this Board is forwarded to the House Appropriations Committee and Senate Finance Committee for oversight.  

Life insurance for the individual employee is financed by equal contributions from the State and the employee; insurance for eligible dependents and voluntary optional life products are funded totally through employees’ contributions.  Upon retirement, substantially all employees become eligible for continuing health care and life insurance benefits if they reach normal retirement age while working for the State.  Other post-employment benefits (OPEB) administered through the OGB are financed on a pay-as-you-go basis. 

Expenses are recognized by the OGB as retirees report claims and include provisions for health claims reported but unpaid, and health claims incurred but unreported.  Computed under the requirements of GASB Statement 12 as reported by state agencies, the cost to the State of providing insurance benefits to retirees and their eligible dependents for the year ended June 30, 2007, was $197,696,447 and the number of retirees meeting eligibility requirements was 32,526.  Actual claims expense incurred by the OGB for other postemployment benefits cannot readily be separated from the expenses of similar types of benefits provided to active employees and their dependents. 
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