Fund 73 Frequently Asked Questions
The following are frequently asked questions regarding a Wisconsin School District employee benefit trust.  This information pertains only to state requirements for district aid eligibility and fund 73 reporting to the Wisconsin Department of Public Instruction.  This information is not intended to answer questions specific to federal grant eligibility or GASB financial reporting requirements.
For questions about this information, contact dpifin@dpi.wi.gov. 
1) What are the GASB requirements for the timing of an actuarial valuation?
2) What is the annual deadline for the school district’s benefit funding contribution to the trust?
3) What individuals are included when determining plan members?
4) When is a study considered to be put into use?
5) Is a district required to implement GASB Statement 74/75 for financial reporting purposes when a trust has been established?
6) Does a new valuation need to be performed when significant changes in benefit provisions are made?
7) How is the Actuarially Determined Contribution amount for determining state aid eligibility determined?
8) Will the full contribution to the trust be eligible for categorical aid?
9) Can a district make a contribution to a trust for future benefits AND pay the current year benefit costs from district general operating funds? 

10) Can employee benefits that are not “Other Post Employment Benefits” (OPEB) under GASB Statement 75 be funded and accounted for in fund 73?
11) Should a Health Reimbursement Arrangement (HRA) be accounted for in fund 73?
12) How should a Health Reimbursement Arrangement (HRA) be accounted for if it is not funded in an irrevocable trust?
13) Can funds held in an irrevocable trust be used to pay for employee benefits that are not held in the trust?
14) What is the implicit rate subsidy and how is the implicit rate subsidy calculated?
15) Should I include employees that are currently not on the district health insurance plan in the allocation of the contribution and implicit rate subsidy?
16) What needs to be sent to the DPI for the trust?
17) How does a District close fund 73 or an employee benefit within fund 73?
1) What are the GASB requirements for an actuarial valuation?
A full actuarial valuation under GASB requirements must be performed for all OPEB and pension plans at least biennially.  The full actuarial valuation must be obtained through an external third-party actuarial firm.  The actuarial valuation date need not be the District’s June 30th fiscal year end but is required to be the same date each year.  On off years for full actuarial valuations, a table update must be completed.
2) What is the annual deadline for the school district’s benefit funding contribution to the trust?
Districts physical movement of cash contributions to Fund 73 trust for benefit plan funding must be completed by July 30, 30 days after the district’s fiscal year end of June 30, to be included in that fiscal year.  However, the contribution must be recorded in the school district’s financial records each year by June 30.
3) What individuals are included when determining plan members?
Membership is the total of active employees eligible for the employment or post-employment benefit, terminated employees with accumulated benefits but are not yet receiving them, and retired or former employees and beneficiaries currently receiving benefits.
4) When is a study considered to be put into use?

A valuation is considered to be put into use either when GASB Statements 74 and 75 have been implemented for financial reporting purposes OR when a trust has been funded for future post-employment benefits (establishment of fund 73 and implementation of GASB Statements 74 and 75).  
5) Is a district required to implement GASB Statements 74 and 75 for financial reporting purposes when a trust has been established?

School districts are required to implement GASB Statement 75 if they have post-employment benefits, regardless of the creation of a trust.  The requirements of GASB Statements 74 and 75 are required if a district creates a trust.  GASB Statement 84 must be implemented if the District has appointed its own fiduciary instead of appointing a trustee that is registered with the Wisconsin Department of Financial Institutions and can exercise trust powers in Wisconsin.

6) Does a new valuation need to be performed when significant changes in benefit provisions are made?

Under GASB rules, it is possible that a new valuation may be required prior to the biennially required date.  A new valuation should be performed, if since the previous valuation, significant changes have occurred that affect the results of the current valuation.  These may be in the form of significant change in benefits provided, the size or composition of the population covered by the plan, and/or other factors that impact the long-term assumptions that were used.
7) How is the Actuarially Determined Contribution amount for determining state aid eligibility determined?

The Actuarially Determined Contribution (ADC) used in determining aid eligibility of a contribution for the current year is based on the most recent actuarial valuation.  The ADC will be calculated as part of the full study by the district’s actuary. Under GASB, the most recent actuarial valuation cannot be dated more than twenty-four months prior to the beginning of the first year of the two-year period.  Accordingly, the information used in the valuation cannot be more than twenty-four months prior to July 1st of the first fiscal year that the ADC is being used.  
Let’s assume that a valuation is performed on data from April 1, 2020 and the study is used in the fiscal year beginning July 1, 2021.  The valuation is within the 24 months prior to July 1, 2021.  The ADC amount may be used for the fiscal years beginning July 1, 2021 and 2022.
8) Will the full contribution to the trust be eligible for categorical aid?

To be eligible for categorical aid, a district must meet one of the following three criteria:
1. Contribution must be equal to or exceed the ADC
2. Contribution for current year exceeds expenditures (pay-as-you-go) plus Implicit Rate Subsidy (IRS) by 5%
3. Over the last 3-year period, 3-year contribution totals must exceed total 3-year expenditures by 5%
If a district does not meet any of these three criteria, the district should not charge any of the contribution for special education staff to project 011 in the PI-1505-SE. Each year, the DPI will provide a spreadsheet to assist districts determine if they are eligible for categorical aid. The spreadsheet is located at the following link: https://dpi.wi.gov/sfs/finances/fund-info/employee-benefit-trust-fund. 
Additionally, the district is only eligible for aid up to the ADC. Any contribution over the ADC must be coded to function 292000. If the liability for a benefit is currently overfunded, the district should not be making any contribution to the trust for that benefit and would not be eligible for aid.
9) Can a district make a contribution to a trust for future benefits AND pay the current year benefit costs from district general operating funds? 

Upon establishment and funding of an employee benefit trust, a district has elected to no longer record cost on the “pay as you go” method and therefore, all current post-employment benefit costs are paid by the trust, not by general operating funds.  Therefore, in future years the operating funds should only reflect expenditures for a contribution to the trust.  The benefits would then be paid and accounted for in the fund 73 trust.  
However, in the first year that a trust is established and funded, a district could have expenditures reported partly on the “pay as you go” method and partly as a contribution to a trust.  Retiree costs prior to the establishment of the trust would be from general funds and the remainder of the fiscal year from the trust.
10) Can employee benefits that are not “Other Post Employment Benefits” (OPEB) under GASB Statement 75 be funded and accounted for in fund 73?

Fund 73 allows for the accounting of all employee benefit plans where the district is providing for such benefits by contributions to a legally established irrevocable trust.  

When fund 73 is used to account for more than one type of benefit, the different types of benefits should be tracked separately for investment and internal reporting purposes. If contributions are being made to the trust for more than one benefit type, districts must track what contribution relates to what benefit. Funds can not be used interchangeably between different benefit types. For example, if the funds were contributed for OPEB, they can only be used to pay for OPEB. They cannot be used to pay for a Pension benefit even if the district has both an OPEB and a Pension held in the trust.
WUFAR accounts have been established in fund 73 to assist in the reporting of contributions and disbursements by the various employee benefits.  Please refer to the WUFAR Book on the WUFAR page at the following link: https://dpi.wi.gov/sfs/finances/wufar/overview. 
11) Should a Health Reimbursement Arrangement (HRA) be accounted for in fund 73?
HRAs are accounted for in fund 73 only when the contributions to the HRA are held in an irrevocable trust and can only be used for current or future employee benefits.  The fund 73 requirements regarding a creation of a legal trust document that is valid under Wisconsin law.  Both the active employee HRA and the post-termination or retiree HRA funds can be held in a Fund 73 trust.
For assistance with accounting for HRAs, districts should use the following guidance the DPI has provided: https://dpi.wi.gov/sites/default/files/imce/sfs/pdf/HRA_and_HSA.pdf. 

12) How should a Health Reimbursement Arrangement (HRA) be accounted for if it is not funded in an irrevocable trust?

HRAs not held in an irrevocable trust should be reported in fund 10.   The amount that is accounted for in fund 10 is the actual healthcare cost claimed by the individual in the current year, not the designated amount to be contributed by the district.  
Example; district agrees to contribute $1,500 annually to an  HRA, but does not place those funds into an irrevocable trust.  The funds remain assets of the district.  When the individual plan participant files a claim for reimbursement of eligible medical cost, the amount claimed is current year expenditure and accounted for in fund 10.  The District would then commit or assign fund balance for the difference between the $1,500 allotted and the amount paid.
13) Can funds held in an irrevocable trust be used to pay for employee benefits that are not held in the trust?

Funds held within the irrevocable trust can only be used for employee benefits with funds held within the trust. Any employee benefits not held within the trust should be accounted for in the fund the employee is coded to (fund 10/27/50). Benefits held within the irrevocable trust should be tracked separately internally and only used to pay the benefits they are intended for (i.e. OPEB for OPEB, Pension for Pension).
14) What is the implicit rate subsidy and how is the implicit rate subsidy calculated?
When retirees and active employees are on the same health insurance plan, generally the premiums are higher than if the active employees had their own plan. The difference between what the active employees pay with the retirees on their plan and what they would pay on a plan with just active employees is the implicit rate subsidy. 

The actuarial study the district receives should include that has an implicit rate subsidy. This number along with numbers from the districts accounting records should be used to calculate the implicit rate subsidy. The DPI has provided a spreadsheet called “Sample of Activity” for calculating the implicit rate subsidy that is located on the employee benefit trust fund webpage on our website. The entries for recording the implicit rate subsidy are also located on this spreadsheet. The entry should include a physical movement of cash from the Trust into the district and must be allocated to eligible employee fund, function, and project. 
The spreadsheet can be found using the following link: https://dpi.wi.gov/sfs/finances/fund-info/employee-benefit-trust-fund. 

A few exceptions that would cause a district to not record an implicit rate subsidy pay back include self-insured plans that pay exact claims, WI ETF State Group Insurance (community rated plan), separately rated plans, or immaterial implicit rate subsidies. To determine if the implicit rate subsidy is immaterial, consult with your auditor.
15) Should I include employees that are currently not on the district health insurance plan in the allocation of the contribution and implicit rate subsidy?

Employees that are not currently participating in the districts’ health insurance plan, but are eligible to participate, normally should be included in the allocation process of both the contribution to the trust and implicit rate subsidy from the trust.  

However, even though it is appropriate to allocate the implicit rate subsidy to those not participating, sometimes doing so creates a negative amount to the individuals object 240 insurance benefit.  This negative amount is generally immaterial, but a negative amount is not allowed for DPI reporting purposes.  Therefore, it is acceptable to either offset the negative amount with other employees included in the same function OR not include these employees in the allocation of the implicit rate subsidy.

16) What needs to be sent to the DPI for Fund 73?
Upon creating the employee benefit trust, the district needs to send copies of the employee benefit trust agreement, board approval for creation of the trust, legal opinion, and the most recent actuarial study to the DPI. 
After creation of the trust, full actuarial studies as well as the table update on the off year, should be sent to dpifin@dpi.wi.gov each year when the district receives the study from the actuary. Additionally, if the actuary includes a separate document that calculates and shows ADC option tables, send that with the study to dpifin@dpi.wi.gov. 
17) How does a District close fund 73 or an employee benefit within fund 73?
Districts cannot eliminate post-employment benefits to retirees if the obligation still remains. Once the obligation no longer remains, districts may have remaining assets for the employee benefit with no future obligation. In this circumstance, districts should review the trust documentation for any language addressing the dissolution of the trust or what is intended for the remaining funds. Districts should also consult with legal counsel and their actuary. If the trust document states that remaining fund should revert to the district, funds should be returned to fund 10. If the trust document states that remaining funds should be used to fund other employee benefits, the funds may either remain within fund 73 to fund other similar benefits within fund 73 or revert to fund 10 to pay for employee benefits that are not held within the trust.
When a district either closes fund 73 or one of the employee benefits obligations is fully paid out, the district should inform the DPI by contacting dpifin@dpi.wi.gov. 
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