Employee Benefit Fund (Fund 73) Requirements

Major points:

Prior to establishing an employee benefit trust:

1. Employee benefits must result from a contractual agreement as compensation for employee services which accumulate during employment.
2. Acceptable cost methods to determine the annual required contribution (ARC) are required to fund employee benefit plans on an actuarial method.

3. School Board must agree, in a formal, legally constituted trust agreement to establish a trust to hold and disburse resources set aside for the employee benefits.

4. Written opinion must be obtained when establishing a post employment trust

5. District must consult with appropriate professionals regarding requirements applicable to the trust.

6. Trustees must be informed about their fiduciary responsibility concerning transactions of the trust.

7. DPI is not making a legal determination as to the authority of the school district to provide a particular benefit, nor is it making a limitation on benefits that the district has authority to provide.

Prior to funding an employee benefit trust:

8. A contribution to the trust is a district expenditure that must be budgeted for.

9. Employees eligible for benefits shall be notified that they may obtain a copy of the trust agreement upon request.

10. Copies of the following information relating to other post employment benefits (OPEB) must be provided electronically as an e-mail attachment to kathryn.guralski@dpi.wi.gov.

a. Most Recent Actuarial Valuation or Other Acceptable Cost Method Calculation

b. Employee Benefit Trust Agreement and any amendments

c. Legal Opinion

d. Board Approval

When funding an employee benefit trust:

11. Trust fund assets cannot be used for purposes other than to provide benefits for which the trust was established.

12. If there is a contractual agreement for required contributions, those contributions must be made per the agreement.

13. The district must fund contributions (i.e. make payment to the trust) within 30 days after June 30th to be included as an expenditure of the current fiscal year then ended.  

14. Physical segregation of trust assets must be made.

15. Only benefits paid to current retirees on or after the date the trust was established may be paid from trust funds.

16. All contributions, for which a liability exists, that are made to an employee benefit trust in accordance with the provisions of this letter and charged to the district's General Fund will be an aided cost as computed under the current equalization aid formula.

17. United State Office of Management and Budget, in OMB Circular A-87, has established standards for determining costs eligible to be charged to federal funded financial programs.  Allocation of eligible costs to federal awards, AND all other activities, are to be allocated in a manner consistent with the pattern of benefits attributable to the individuals or group(s) of employees whose salaries and wages are chargeable to such Federal awards and other activities.

18. A contribution that is allocated to employees as a salary related benefit, becomes eligible for state categorical aid when the contribution meets certain requirements.

19. Contributions of amounts which are eligible for state special education categorical aid are to be reported as an employee benefit (218 object), aided cost (011 project) and associated with the function account corresponding to the activities of the employee.

20. Contributions of amounts which are NOT eligible for state special education categorical aid are to be reported as an employee benefit (218 object), non-aided cost (019 project) and associated with the function account corresponding to the activities of the employee. 

21. Certain contributions to the trust are reported as “Other Support Services” (function 290000), employee benefit (object 218).

Year end:

22. The requirements identified in this letter are subject to future revision to be in compliance with state and federal legal requirements and with GASB pronouncements.

23. The audited financial statements must contain note disclosures that the GASB has identified as minimum disclosure requirements for financial statements presented in accordance with generally accepted accounting principles.

24. The following information is required to be included in the written report that is presented at the annual meeting or public budget hearing:

a. Amount in the trust

b. Investment return earned since last annual meeting

c. Total of disbursements made since last annual meeting

d. Name of investment manager if investment authority has been delegated
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