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P A L M D A L E  W A T E R  D I S T R I C T  

B O A R D  M E M O R A N D U M  

DATE: February 2, 2012   February 8, 2012 

TO: BOARD OF DIRECTORS  Board Meeting 

FROM: Michael Williams, Finance Manager/CFO 

VIA: Mr. Dennis D. LaMoreaux, General Manager 

RE: AGENDA ITEM NO. 7.3 – REPORT AND DISCUSSION ON OTHER 
POST EMPLOYMENT BENEFITS (OPEB)  

 

 
Background: 

During the year ending December 31, 2008, the District implemented GASB 
Statement No. 45, which changed the accounting and financial reporting used by local 
government employers for post-employment benefits. Previously, the costs of such 
benefits were generally recognized as expenses of local government employers on a pay-
as-you-go basis.  
 

The District administers its post-employment benefits plan, a single-employer 
defined benefit plan (Plan). The following requirements must be satisfied in order to be 
eligible for post-employment medical, dental and vision benefits: (1) Attainment of age 
55, and 20 years for full-time service, and (2) Retirement from the District (the District 
must be the last employer prior to retirement). 
 

The District offers post-employment medical, dental and vision benefits to retired 
employees who satisfy the eligibility rules. Spouses and surviving spouses are also 
eligible to receive benefits. Retirees may enroll in any plan available through the ACWA-
JPIA medical, dental and vision programs. The contribution requirements of Plan 
members and the District are established and may be amended by the Board of Directors. 
 
Funding Policy: 

The District is required to contribute the Annual Required Contribution (ARC) of 
the Employer, an amount actuarially determined in accordance with the parameters of 
GASB Statement No. 45. The ARC represents a level of funding that, if paid on an 
ongoing basis, is projected to cover the normal cost each year and amortize any unfunded 
actuarial liabilities (or funding excess) over a period not to exceed thirty years.  
 

The District will pay 100% of the cost of the post-employment benefit plan. The 
District funds the plan on a pay-as-you-go basis and maintains reserves (and records a 
liability) for the difference between pay-as-you-go and the actuarially determined ARC 
cost. 
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Annual Cost: 

For the year ending December 31, 2010, the ARC cost was $1,945,603, and 
$197,855, or 10.17%, in contributions were made. The net other post-employment 
payable as of December 31, 2010 was $2,694,056. 
 

The most recent valuation (dated December 31, 2010) includes an Actuarial 
Accrued Liability and Unfunded Actuarial Accrued Liability of $16,234,820. There are 
no plan assets because the District funds on a pay-as-you-go basis and maintains net 
assets equal to the remaining net post-employment benefits payable obligation. The 
covered payroll (annual payroll of active employees covered by the plan) for the years 
ended December 31, 2010, was $6,572,271. The ratio of the unfunded actuarial accrued 
liability to annual covered payroll is 247.02% as of December 31, 2010. 
 
Actuarial Methods and Assumptions: 

Actuarial valuations involve estimates of the value of reported amounts and 
assumptions about the probability of events far into the future. Actuarially determined 
amounts are subject to continual revision as actual results are compared to past 
expectations and new estimates are made about the future. Calculations are based on the 
types of benefits provided under the terms of the substantive plan at the time of each 
valuation and the pattern of sharing of costs between the employer and plan members to 
that point. Consistent with the long-term perspective of actuarial calculations, actuarial 
methods and assumptions used include techniques that are designed to reduce short-term 
volatility in actuarial accrued liabilities for benefits. 
 

The actuarial valuations must be performed every three years.  In 2008, the 
District’s total plan membership, including retirees, was less than 100.  This allowed the 
District to use GASB Help, a computer program which calculated initial actuarial 
valuations using the approved alternative method.  In 2013 we will need to complete 
another actuarial valuation, but because our total plan membership is now at 100, we will 
have to hire an outside actuarial firm to complete the next actuarial valuation. 
 

The following charts show the changes and progression of the OPEB Liability for 
the past three years since the Districts implementation. 
 

 

 
 

Membership in the OPEB plan consisted of the following members as of December 31:

2010 2009 2008

Active plan members 90 81 87

Retirees and beneficiaries receiving benefits 10 8 5

Separated plan members entitled to but not

yet receiving benefits  0 0 0

Total plan membership 100 89 92
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The balance at December 31 consists of the following:

2010 2009 2008

Annual OPEB expense:

   Annual required contribution (ARC) 1,963,042$  538,690$  521,734$ 

   Interest on net OPEB obligation 19,494           9,761         ‐                 

   Adjustment to annual required contribution (36,933)         (13,130)     ‐                 

          Total annual OPEB expense 1,945,603     535,321     521,734    

Change in net OPEB payable obligation:

   Age adjusted contributions made (197,855)       (62,848)     (47,899)    

          Total change in net OPEB payable obligation 1,747,748     472,473     473,835    

OPEB payable – beginning of year 946,308        473,835     ‐                 

OPEB payable – end of year 2,694,056$  946,308$  473,835$ 

Fiscal Year 

Ending

Annual 

OPEB Cost

Age Adjusted 

Contribution

Percent Of 

Annual OPEB 

Contribution

NET OPEB 

Obligation 

Payable

2010 1,945,603$  197,855           10.17% 1,747,748$ 

2009 535,321$      62,848             11.74% 472,473$     

2008 521,734$      47,899             9.18% 473,835$     

Three‐Year History of Net OPEB Obligation

Valuation 

Date Plan Assets

Accrued 

Liability

Unfunded 

Liability

Funded 

Ratio

Covered 

Payroll

Unfunded 

as Percent 

of Payroll

12/31/2010 ‐$                    16,234,820     16,234,820    0.00% 6,572,271$  247.02%

12/31/2009 ‐$                    4,497,022       4,497,022      0.00% 6,337,001$  70.96%

12/31/2008 ‐$                    4,497,022       4,497,022      0.00% 6,311,893$  71.25%

Schedule of Funding Progress‐Actuarial
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