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- Sensitivity to the discount rate and trend rates, 

Changes to the plan provisions and actuarial assumptions since the most recent GASB 45 valuation are

described at the end of each of those sections in this report. The District has confirmed that there have

been no significant changes in the plan provisions or census since the 7/1/2015 valuation. A detailed liability

and asset reconciliation can be found on page 6. 

- A statement of changes in fiduciary net position,

- Changes in total OPEB liability,

- Deferred outflows and deferred inflows of resources related to benefits,

This is the District's first valuation under the new GASB 74/75 accounting rules. These new financial

reporting requirements substantially adjust the measurement and reporting of OPEB liabilities. The new

results are not directly comparable to the District's prior GASB 45 Net OPEB Obligation.

GASB 74 plan-perspective accounting is required for the District's FY2017 financial statements. The District

decided to voluntarily early-adopt GASB 75 employer-perspective accounting for its FY2017 financial

statements even though it is not required to comply until FY2018.

▪ The accounting expense, and

▪ Other disclosure information.

This report has been prepared solely for the District. The purpose of this valuation is to provide the District's

GASB 74/75 accounting information. It is important to recognize that calculations performed for other

purposes may yield significantly different results. Other considerations are summarized in the Important

Notices and Accounting Requirements and Valuation Considerations sections of this report.

The language of this report includes a number of technical terms which have special meanings. The glossary

at the end of the report is provided to enhance understanding of these terms; many of them are defined

there.

Changes from the prior valuation

- A statement of fiduciary net position (assets),

LAKE SUPERIOR SCHOOL DISTRICT #381 1

Introduction and Certification

Purposes of the valuation

This report includes OPEB plan information that Governmental Accounting Standards Board Statement Nos.

74 and 75 (GASB 74/75) require the District to disclose in its year-end financial statements. GASB 74/75

standardizes OPEB disclosure requirements and requires plans and employers to provide additional details

about their OPEB obligations. The information to be disclosed includes:

▪ Obligations and funded status of the plan, including

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017



L/D/C/R: 4/ee/lp/sb

v.10/05/2017

2

Introduction and Certification (continued)

LAKE SUPERIOR SCHOOL DISTRICT #381

Mary P. Ratelle, FSA, MAAA

Actuarial certification

To the best of our knowledge, this report is complete and accurate and all costs and liabilities under the

plan were determined in accordance with generally accepted actuarial principles and practices. Upon receipt

of the valuation report, the District should notify us if you disagree with any information contained in the

report or if you are aware of any information that would affect the results that has not been communicated

to us. The report will be deemed final and acceptable to the District unless you notify us otherwise.

The actuarial assumptions and methods are the responsibility of the employer. We have reviewed the

assumptions and believe that they are reasonable estimates of future plan experience, both individually and

in the aggregate. The calculations reported herein are consistent with our understanding of the provisions of

GASB Statement Nos. 74 and 75.

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

October 19, 2017

(Health claims and assumptions)

The undersigned credentialed actuaries are Members of the American Academy of Actuaries and meet the

Qualification Standards of the Academy to render the actuarial opinion contained herein. We are available

to answer questions on the material contained in the report or to provide explanations or further detail, as

may be appropriate. We are not aware of any material direct or indirect financial interest or relationship

that could create a conflict of interest or impair the objectivity of our work.

Laura K. Pistotnik, ASA, MAAA

Consulting Actuary



• 
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Summary of Results

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

The GASB 74/75 Net OPEB Liability is the difference between liabilities (Total OPEB Liability) and

assets (Fiduciary Net Position).  

Fiscal 2017

Total OPEB Liability $3,756,631

Fiduciary Net Position $5,290,357

Net OPEB Liability ($1,533,726)

Funded Percent 140.8%
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Fiscal 2017 Fiscal 2017

Accounting Expense $141,187

Non-Trust Benefit Payments $0
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Assets

Cash and deposits

Money market funds and interest-bearing cash

Total cash

Receivables

Contributions

Due from broker for investments sold

Investment income

Other

Total receivables

Investments

Domestic equity

International equity

Fixed income

Real estate and alternatives

Total investments

Total assets

Short term liabilities

Payables

Investment management fees

Due to broker for investments purchased

Other

          Total liabilities

Net position restricted for OPEB 5,290,357$           

-                        

5,290,357             

-                        

-                        

-                       

Cash position of investments -                        

Statement of Fiduciary Net Position (Assets)

6/30/2017

-                        

-                        

LAKE SUPERIOR SCHOOL DISTRICT #381 4

5,142,832              

-                        

147,525                 

-                        

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

-                        

-                        

Fiscal Year Ending

5,142,832$             

-                        

-                        

147,525                 

-                        



Additions

Contributions

Employee

Employer

Total

Investment income

Net appreciation in fair value of investments

Interest and dividends

Less investment expense

Net investment income

Other additions

Total additions

Deductions

Benefit payments

Direct subsidy

Implicit subsidy

Total

Administrative expense

Other deductions

Total deductions

Net increase in net position

Net position restricted for OPEB

Beginning of year

End of year

Investment return for the measurement year

a. Net investment income

b. Beginning balance

c. Time-weighted cash flows

d. Investment return: a. / (b. + c.)

(322,120)                

80,641                   

-                        

-                        

5,290,357$           

1.43%

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

6/30/2017

80,641$                 

(339,348)               

80,641                   

-                        

-                        

LAKE SUPERIOR SCHOOL DISTRICT #381 5

Statement of Changes in Fiduciary Net Position

5,629,705              

-                        

(97,869)                  

Fiscal Year Ending

(419,989)                

5,629,705             

-                        

(419,989)               

-                        

-                        

-                        

80,641                  



Balance for fiscal year ending 6/30/2016

Changes for the year:

Service cost

Interest

Differences between expected and actual experience

Changes of assumptions

Changes of benefit terms

Employee contributions

Employer contributions

Net investment income

Other additions

Benefit payments

Administrative expense

Other deductions

Net changes

Balance for fiscal year ending 6/30/2017

6LAKE SUPERIOR SCHOOL DISTRICT #381

Net OPEB Liability

(c) = (a) - (b)

(1,758,541)$                   5,629,705$                    

Changes in Net OPEB Liability

Plan Fiduciary Net Position

(b)

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

Increase (Decrease)

Total OPEB Liability

(a)

3,871,164$                       

(11,116)                              

-                                     

-                                     

184,288                              

-                                     

132,284                              

-                                     

-                                  

184,288                           

132,284                           

-                                  

-                                  

-                                  

-                                  

-                                  

-                                  

-                                  

(11,116)                           

-                                  -                                  

(80,641)                           

-                                  

-                                  

-                                  

-                                  -                                     

(114,533)                             224,815                           

(1,533,726)$                   

-                                  

-                                  

-                                     

3,756,631$                       

80,641                            

-                                     

-                                  

(339,348)                          

5,290,357$                    

(419,989)                             

-                                     

(419,989)                          

-                                  



1% decrease in Discount Rate (2.5%)

Current Discount Rate (3.5%)

1% increase in Discount Rate (4.5%)

1% decrease in Trend Rates

Current Trend Rates

1% increase in Trend Rates

 Total OPEB 

Liability 

Plan Fiduciary Net 

Position

Net OPEB 

Liability

(c) = (a) - (b)

(1,895,621)$        

(1,533,726)          

(1,118,007)          

3,756,631              5,290,357              (1,533,726)          

3,572,576              5,290,357              (1,717,781)          

4,172,350              5,290,357              

3,394,736$             5,290,357$             

3,756,631              5,290,357              

(a) (b)

 Total OPEB 

Liability 

Plan Fiduciary Net 

Position

Net OPEB 

Liability

Sensitivity of the Net OPEB Liability to Changes in the Trend Rates

(a) (b) (c) = (a) - (b)

3,942,093$             5,290,357$             (1,348,264)$        

LAKE SUPERIOR SCHOOL DISTRICT #381 7

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate



Summary of Deferred Outflows/Inflows

C. Net difference between projected and actual investment earnings

D. Contributions between measurement date and reporting date

E. Total

83,628$              

-                     

9,491$                

93,119                

Year ended:

2018

Amounts reported as deferred (inflows) outflows of resources related to OPEBs will be recognized in 

OPEB expense as follows:

Future recognition

21,655

(1,366)

(1,625)

Thereafter

21,654

21,655

2021

2019

2020 21,655

2022

B. Change of assumptions -                     

93,119$              

LAKE SUPERIOR SCHOOL DISTRICT #381 8

Outflows

N/A N/A

-$                   

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

A. Difference between expected and actual liability

Summary of Deferred Outflows and Deferred Inflows

Inflows

-$                   

9,491                  



See pages 15 to 20 for more details on actuarial assumptions and methods.

Mortality Mortality rates were based on the RP-2000 mortality tables with

projected mortality improvements based on Scale AA, and other

adjustments.

The medical trend rates above were increased by an average 0.37%

for non-Medicare Supplement plans beginning calendar year 2023, to

reflect an estimated increase in liability due to the Affordable Care

Act's Excise Tax on high-cost health insurance plans.

Health care cost trend rate Actual premium increase rates for FY2016 and FY2017 and 6.80% for

FY2018, gradually decreasing over several decades to an ultimate rate

of 4.40% in FY2076 and later years.

Discount rate 3.50%

Expected return on plan assets 3.50%

Inflation rate 2.75%

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017
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Significant Assumptions Used to Measure the Total OPEB Liability



Total OPEB Liability

Service cost

Interest

Differences between expected and actual experience

Changes of assumptions

Changes of benefit terms

Benefit payments

Net change in total OPEB liability

Total OPEB Liability - beginning of year

Total OPEB Liability - end of year

Plan Fiduciary Net Position (FNP, assets)

Employee contributions

Employer contributions

Net investment income

Other additions

Benefit payments

Administrative expense

Other deductions

Net change in plan fiduciary net position

Plan Fiduciary Net Position - beginning of year

Plan Fiduciary Net Position - end of year

Net OPEB Liability - end of year

FNP as a percentage of the Total OPEB Liability

Payroll for measurement period

Net OPEB Liability as a % of employee payroll

1 The employer must eventually disclose a 10-year history of the schedule of changes in Net OPEB Liability and related ratios.

184,288$                

-                        

6/30/2017

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017
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Schedule of Changes in Net OPEB Liability and Related Ratios¹

132,284                 

140.8%

(1,533,726)$          

(419,989)                

-                        

-                        

-15.7%

Fiscal Year Ending

(11,116)                  

-                        

(419,989)                

(114,533)               

80,641                   

-                        

3,871,164             

3,756,631$           

-$                      

5,290,357$           

(339,348)               

5,629,705             

9,800,000$           

-                        



Actuarially determined contribution (ADC)³

Contributions in relation to the ADC

Contribution deficiency (excess)

Payroll for reporting period (fiscal year)

Contributions as a percent of payroll

11

Schedule of Contributions
1

N/A

LAKE SUPERIOR SCHOOL DISTRICT #381

N/A N/A

N/A N/A

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

Fiscal Year Ending²

6/30/2016

N/A

6/30/2017

Fiscal Year Ending

1.43%

6/30/2017 6/30/2016

N/A

N/A N/A

2 Per GASB 75 paragraph 57c., these disclosures are only required if the employer calculates an Actuarially Determined Contribution

(ADC).

N/A

1 The employer must eventually disclose a 10-year history of the contribution, investment return, and payroll schedules.

N/A

Schedule of Investment Returns
1

Annual money-weighted rate of return,

net of investment expense

3 The District does not have a formal funding policy or prepare an ADC.



Service cost

Interest cost

Current period benefit changes

Employee contributions

Projected earnings on OPEB plan investments

Administrative expenses paid from the trust

Other changes in fiduciary net position

Recognition of assumption changes

Total OPEB expense (sum of A. through J.)

12LAKE SUPERIOR SCHOOL DISTRICT #381

Calculation of OPEB Expense

G. -                        

-                        

D.

E.

F.

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

Fiscal Year Ending

J.

-                        

(197,040)                

23,280                   

-                        

141,187$              

-                        

(1,625)                    

Recognition of net difference between projected and 

actual investment earnings

Recognition of difference between expected and 

actual experience

C.

A.

I.

B.

H.

K.

6/30/2017

184,288$                

132,284                 



Interest cost calculation

A. Total OPEB Liability at beginning of measurement year

B. Service cost

C. Benefit payments

D. Interest cost

    (A. + B. + 1/2 x  C.) x discount rate

Discount rate at beginning of measurement year

Projected plan earnings calculation

B. Time-weighted cash flows

C. Projected plan earnings

    (A. + B.) x expected return on assets

Expected return on assets at beginning of measurement year

Investment (gain) or loss

A. Projected plan earnings

B. Actual plan investment earnings

C. Investment (gain) or loss (A. - B.)

A. Fiduciary Net Position at beginning of measurement year

80,641                   

-                        

3.50%

197,040$                

Fiscal Year Ending

116,399$                

6/30/2017

5,629,705$             

3,871,164$             

184,288                 

(419,989)                

132,284$              

3.44%

197,040$              

13LAKE SUPERIOR SCHOOL DISTRICT #381

Calculation of Interest Cost and Projected Plan Earnings for OPEB Expense

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017



Subtotal investment 

experience amortizations 93,119$              23,280$           

14LAKE SUPERIOR SCHOOL DISTRICT #381

Schedule of Amortizations: Liability Experience (Gains) and Losses

Initial Deferred 

(Inflow)/Outflow

Initial 

Amortization 

Period

Fiscal

Year

Current Year 

Amortization

Remaining 

Amortization 

Period

Subtotal assumption change 

amortizations (9,491)$               (1,625)$            

Initial Deferred 

(Inflow)/Outflow

Fiscal

Year

Current Year 

Amortization

6.84                

2017 116,399$            

2017

93,119$              

Unrecognized 

Amount

Schedule of Amortizations: Investment (Gains) and Losses

Schedule of Amortizations: Assumption Changes

4.00                

N/A

Remaining 

Amortization 

Period

5.84                

Remaining 

Amortization 

Period

-$                   N/A -$                

-$                   

Subtotal liability experience 

amortizations

(9,491)$               

Unrecognized 

Amount

Unrecognized 

Amount

(11,116)$             

2017

Initial Deferred 

(Inflow)/Outflow

-$                   

Fiscal

Year

Initial 

Amortization 

Period

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

-$                

5.00                

(1,625)$            

23,280$           

Initial 

Amortization 

Period

Current Year 

Amortization



To the extent that census data was collected as of a date later than June 30,

2015, we have assumed that it is reasonably representative of the plan census

on the valuation date and used it with only minor adjustments.

E.

D.

B.

C.

Amortization Method Investment Gains and Losses:

Funding Policy The District has assets designated for OPEB. These assets are in a qualified

irrevocable trust. The District is not currently making additional contributions

to the trust. Annual benefit payments equal to the direct subsidy plus implicit

subsidy are being paid from the trust.

Straight-line amortization over a closed 5-year period.

Straight-line amortization over a closed period equal to the average of the

expected remaining service lives of all members (i.e., active employees and

terminated/retired members) that are provided with OPEB through the plan.

Effects of Assumption Changes and Experience Gains and Losses:

Summary of Actuarial Methods

A. Actuarial Cost Method Liabilities are based on the Entry Age Normal level percent of pay cost

method. In this method, the actuarial Present Value of Benefits (PVB) for

each individual is allocated as a level percent of pay from entry age (hire age,

for most employees) to last decrement age with a future benefit. The portion

of the PVB allocated to the valuation year is called the Normal Cost (NC). The

portion of the PVB allocated to past years is called the Actuarial Accrued

Liability (AAL).

15

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

LAKE SUPERIOR SCHOOL DISTRICT #381

Data Methods The District provided census and financial information for the valuation and

we have relied on this data in preparing the results in this report. The data

was reviewed for reasonableness and consistency, but we have not performed

a complete audit.

Covered Payroll Covered payroll information for the fiscal year ending June 30, 2017 was

provided by the District.



F. Liability 

Measurement Method

GASB 74 requires that "The total OPEB liability should be determined by (a) an

actuarial valuation as of the OPEB plan’s most recent fiscal year-end or (b) the

use of update procedures to roll forward to the OPEB plan’s most recent fiscal

year-end amounts from an actuarial valuation as of a date no more than 24

months earlier than the OPEB plan’s most recent fiscal year-end." Similarly,

GASB 75 requires that "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."

LAKE SUPERIOR SCHOOL DISTRICT #381 16

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

Summary of Actuarial Methods (continued)

Liabilities in this report were calculated as of the valuation date and rolled

forward to the measurement date using standard actuarial roll-forward

techniques per GASB 74/75 option (b) above.



Valuation date (census date)

Measurement date (assets and liabilities)

Reporting date (fiscal year end)

•

1 Actual premium increase rates were an average of 9.18% from 2015 to 2016 and 11.63% from 2016 to 2017 for the non-Medicare plans.

The medical trend rates above were increased by an average 0.37% for

non-Medicare Supplement plans beginning calendar year 2023, to reflect

an estimated increase in liability due to the Affordable Care Act's Excise

Tax on high-cost health insurance plans.

C. Demographic Assumptions

Salary Scale Based on assumptions used in the July 1, 2016 Teachers Retirement

Association of Minnesota (TRA) and PERA of Minnesota General Employees

Retirement Plan actuarial valuations.

B. Economic Assumptions

Inflation Rate (CPI-U) 2.75%

3.50% 3.50%

3.53% 2.85%

Healthcare Trend Rates

2020 5.80%

2.75%

Fiscal Year 

Beginning

2017 6.80%

2050-2074
Transition to 

ultimate rate

LAKE SUPERIOR SCHOOL DISTRICT #381 17
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Summary of Actuarial Assumptions

A. General Information

The benefits, actuarial assumptions and methods valued in this report are based on the same plan

provisions, assumptions and methods described in the July 1, 2015 GASB 45 actuarial valuation report

dated April 29, 2016, with the exception of the changes listed below.

June 30, 2017

June 30, 2017

June 30, 2015

3.50% 3.44%Discount Rate (See page 20 for rationale)

June 30, 2016June 30, 2017

2021-2023 5.50%

2016 Actual¹

2075+ 4.40%

2024-2049 5.40%

2019 6.20%

2018 6.50%

Annual increases in per capita claims costs and plan premiums are as

follows:

Expected long-term rate of return on assets

Index rate for 20-year, tax-exempt municipal bonds

(Bond Buyer GO 20-Year Municipal Bond Index); used 

in discount rate determination

2015 Actual¹

Medical



GASB 74/75 require that the liability discount rate be the single rate that reflects the following:

A.

B.

• 

• 

Projected plan assets include projected contributions, investment earnings, and benefit payments.

Projected benefit payments include only current members (i.e., no new lives) per GASB rules.

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

The projection of cash flows and OPEB trust assets used to determine the discount rate were based on

recent employer contribution history and their stated funding policy (if any). The OPEB trust's long-term

assumed investment return was used to discount projected benefit payments for as long as projected

trust assets are available to fund OPEB payments. Once projected trust assets are exhausted, we applied

the municipal bond index rate to the remaining expected benefit payments. Note that all projections

exclude the effect of future employees per GASB rules.

LAKE SUPERIOR SCHOOL DISTRICT #381 18

Discount Rate Development

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 to be sufficient to make projected benefit payments and (2) OPEB plan assets are

expected to be invested using a strategy to achieve that return; and

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.

$0

$1,000,000

$2,000,000

$3,000,000

$4,000,000

$5,000,000

$6,000,000

Years 

"Crossover" Illustration of Projected Benefits and 
Plan Assets 

Projected Plan Assets Projected Benefit Payments

While assets remain, projected benefits 
are discounted using the long-term 
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Domestic equity

International equity

Fixed income

Real estate and alternatives

Cash and equivalents

Total
2

Reduction for assumed investment expense
3

Net assumed investment return (weighted avg, rounded to ¼%)

0.00%

3.50%

3 Assumed investment expenses include investment management fees.

2 Portfolio total expected return is weighted average of arithmetic asset class returns, with adjustment to reflect geometric averages. 

It is not equal to the weighted average of the asset class geometric returns shown above.

1 Nominal rates of return are equal to real rates of return plus the assumed inflation rate.

0.00% 5.39% 8.14%

0.00% 5.20% 7.95%

100.00% 0.75% 3.52%

0.00% 1.98% 4.73%

0.00% 4.25% 7.00%

100.00% 0.79% 3.54%

Real Rate of Return Nominal Rate of Return
1

The best-estimates of expected future asset class returns were published in the 2017 Survey of Capital

Market Assumptions produced by Horizon Actuarial Services. These expected returns, along with

expected asset class standard deviations and correlation coefficients, are based on Horizon’s annual

survey of investment advisory firms. The expected inflation assumption was developed based on an

analysis of historical experience blended with forward-looking expectations available in market data.

Best-estimates of geometric real and nominal rates of return for each major asset class included in the

OPEB plan’s asset allocation as of the measurement date are summarized in the following table:

Target Allocation at Long-Term Expected Long-Term Expected

Asset Class Measurement Date
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Long-Term Expected Investment Return

GASB 74/75 require the development of an assumption regarding the long-term expected rate of return

on plan assets. The process utilized for this actuarial valuation is described below.

The long-term expected rate of return on OPEB plan investments was determined using a building-block

method in which best-estimates 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 asset class

estimates are combined to produce the portfolio long-term expected rate of return by weighting the

expected future real rates of return by the current asset allocation percentage (or target allocation, if

available) and by adding expected inflation (2.75%). All results are then rounded to the nearest quarter

percentage point.

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017



Discount rate

1 ASOP No.6, Measuring Retiree Group Benefits Obligations and Determining Retiree Group Benefits Program Periodic Costs or

Actuarially Determined Contributions, specifies that actuaries should comply with ASOP 27 when selecting economic assumptions not

covered by ASOP 6.

Based on the most recently disclosed assumption for the pension

plan in which the employee participates.

Inflation rate Based on analysis of historical CPI-U inflation rates and the

estimated forward-looking inflation rate implied by 30-Year

Treasury rates vs. 30-Year TIPS rates.

The expected employer asset return is based on the long-term

expected return on short-term/cash-equivalent assets using our

capital market assumption model.

Annual salary increases

Expected return on assets
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Selection of Economic Assumptions
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The Actuarial Standards Board (ASB) provides coordinated guidance for measuring pension and retiree group

benefit obligations through a series of Actuarial Standards of Practice (ASOPs). ASOP No. 27, Selection of

Economic Assumptions for Measuring Pension Obligations, requires that the actuary disclose the rationale

used in selecting each non-prescribed economic assumption and any changes to non-prescribed economic

assumptions.
1

Economic Assumptions (non-prescribed)

Per GASB guidance, the single rate that produces the same present

value of expected benefit payments as (1) the expected long-term

rate of return on plan assets during the period when projected

assets are sufficient to pay future retiree benefits, and (2) the 20-

year municipal bond rate after assets are projected to be

exhausted.

The table below summarizes the rationale for selecting the non-prescribed economic assumptions. The

rationale for assumption changes, along with a description of the assumptions themselves, is included in the

Actuarial Assumption and Methods section of the report.

Assumption Rationale for Selecting Assumption



Actuarial valuations are extremely complex and it’s possible that data, computer coding, and mathematical

errors could occur during the valuation process. Errors in a valuation discovered after its preparation may be

corrected by revising the current valuation or in a subsequent year's valuation.
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Important Notices

This valuation has been prepared exclusively for the District and solely to provide GASB 74 and 75 accounting

information. It is important to recognize that calculations performed for other purposes (such as benefit

design, investment policy, or plan funding) may yield significantly different results.
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Purpose and Scope of the Valuation

A valuation report is only a snapshot of a plan's estimated financial condition at a single point in time. A

plan's total cost will depend on many factors and variables that are uncertain and unknowable at the current

valuation date.

Assumptions and Methods

Since modeling all possible future outcomes is not possible or practical, the valuation is based on a single set

of data, assumptions, methods, and plan provisions which satisfy current GASB 74 and 75 accounting

requirements. We may also use estimates or simplifications to model future events in an efficient and cost-

effective manner, so long as we believe that these simplifying techniques do not affect the reasonableness

of the valuation results.

The District is responsible for the assumptions, methods, and funding policies used to prepare the valuation.

The assumptions used in this report are among a wide range of possibilities (each of which may be

considered reasonable), but have been chosen as a single “best estimate”. If the District is interested in

analyzing the effect of different assumption sets on the valuation results, then we suggest a sensitivity

analysis to be performed at a later date.

To the extent that actual plan experience differs from the valuation assumptions, actuarial gains and losses

will occur and be amortized over future periods. A summary of the actuarial assumptions and methods used

in this valuation are summarized in the Actuarial Basis section of the report.

For purposes of this valuation, we have assumed that the District has validated our summary of the

substantive plan provisions and has provided us with any relevant information regarding interpretation of the

plan provisions and changes to the plan terms since the prior valuation.

The District is solely responsible for the validity, accuracy and comprehensiveness of this information. If any

data or plan provisions supplied are not accurate and complete, the valuation results may differ

significantly. Moreover, different interpretations of the substantive plan may produce substantially different

valuation results.

Accuracy of Substantive Plan Information and Census Data



Cost shifting between private and public healthcare plans

The Governmental Accounting Standards Board (GASB) issued Statements No. 74 (GASB 74 for funded OPEB

plans) and 75 (GASB 75 for employers). The statements' objectives are to establish uniform standards of

financial reporting by state and local governmental entities for postemployment benefit plans other than

pension benefits (OPEB plans). This includes benefits such as postemployment medical, dental, vision and

life insurance benefits.

• 

• 

Valuing Postretirement Health Benefits

• 

• 

• 

• 

OPEB inflation

Technological advances

Utilization

• 

For OPEB plans sponsored by governmental entities, these GASB Statements require certain standards and

disclosures of plan and fund information including financial reporting of plan assets, liabilities of plan,

changes in net assets, funded status and funding progress of the plan, and contributions to the plan in

comparison to the accounting expense. 

• 

Determining the value of future healthcare benefits is challenged by the fact that assumptions must be

made about many future events that are especially hard to predict. Future increases in healthcare costs are

affected by many factors, including:

The Summary of Actuarial Assumptions and Methods section outlines the assumptions used in this valuation.

Cost leveraging (i.e., erosion of fixed deductibles and out-of-pocket maximums)

OPEB obligations are also heavily influenced by demographic assumptions such as:

Withdrawal rates (i.e., employees terminating before receiving benefits)

Retirement rates (i.e., employees retiring at various ages and subsidy levels)

Mortality rates (i.e., how long employees and spouses will receive benefits)

• Election rates (i.e., retirees electing to participate, electing which plan, and electing spouse coverage

or not)
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Accounting Information under GASB 74 and GASB 75

This section summarizes the applicable accounting requirements for the plan and describes important

considerations and methods used to complete the valuation.

 Actuarial Valuation of Other Postemployment Benefits (OPEB) for Fiscal 2017

Accounting Requirements and Valuation Considerations
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Estimating future healthcare costs involves calculating a starting claims plus administrative cost on a per-

covered-individual basis, as well as developing an assumption regarding future increases in healthcare costs.

The legislative and regulatory environments have many implications for OPEB plans. Changes to current rules

and implementation of new legislation are difficult to predict but could have a dramatic impact on the value

of future plan benefits. These include changes to government medical programs, such as Medicare and the

Affordable Care Act. Future changes to these programs will be reflected if/when they become law.
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Impact of Legislative Changes

Accounting Requirements and Valuation Considerations (continued)

For insured plans, the premiums represent a blended average cost of both active and retired individuals.

Since older, pre-65 retirees generally incur higher claims than younger active employees, GASB requires

employers to value retiree liability based on retirees' estimated true costs rather than anticipated premium

costs. Age-adjusted claims are developed and used to value the OPEB liability.

Estimating Healthcare Costs and Implicit Subsidy



Total OPEB Liability - the portion of the actuarial present value which is not provided for by future service

costs, determined under the actuarial cost method.

Valuation Date - the date as of which liabilities are calculated. Liabilities may be "rolled forward" from the

Valuation Date to the Measurement Date.

Net Position Restricted for OPEB  - accounting terminology for OPEB plan assets.

Reporting Date - the plan's or employer's fiscal year end.

Service Cost - the portion of the actuarial present value which is allocated to the valuation year by the

actuarial cost method. 

Measurement Date - the date as of which the Total OPEB Liability and Fiduciary Net Position (assets) are

measured.

Net OPEB Liability - the difference between the accrued actuarial liability (Total OPEB Liability) and OPEB

assets (Fiduciary Net Position).

Actuarial Present Value of Benefits - the value of an amount or series of amounts payable or receivable at

various times, determined as of a given date by the application of a set of actuarial assumptions.

Discount Rate - the interest rate used to adjust liabilities and obligations for the time value of money.

Fiduciary Net Position - The value of assets reported by the trustee.

GASB Statement No. 74 - the Governmental Accounting Standards Board Statement Number 74 Financial

Reporting for OPEB Plans.

GASB Statement No. 75 - the Governmental Accounting Standards Board Statement Number 75 Accounting

and Financial Reporting for OPEB Plans.

Direct Subsidy - OPEB explicitly provided by employer.

Implicit Subsidy or Implicit Rate Subsidy - the difference between the actual and apparent cost of OPEB

coverage. The actual cost for early retirees is higher than the average per-person premium for the

active/retiree group. Plans in which retirees pay the average active/retiree rate (the apparent cost) give

rise to an implicit rate subsidy: the employer pays the difference between the actual and apparent cost.
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Long-Term Expected Investment Return - the average expected asset return expected to be earned by the

OPEB investments over time.
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Glossary of Selected Terms

This section provides the definitions of applicable terminology in the actuarial valuation, with references to

the Governmental Accounting Standards (GASB) Nos. 74 and 75.

Actuarial Cost Method - the method used, when determining the total OPEB liability, for allocating costs

between past, current, and future years.


