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.
1) What are the Department of Public Instruction’s requirements for the timing of an actuarial valuation?
2) What individuals are included when determining plan members?
3) Does a new valuation need to be performed when significant changes in benefit provisions are made?
 4) How is the ARC amount for determining state aid eligibility determined?
5) When is a study considered to be put into use?
6) Is a district required to implement GASB Statement 45 for financial reporting purposes when a trust has been established?
7) Can a district make a contribution to a trust for future benefits AND pay the current year benefit costs from district general operating funds? 

8) Can employee benefits that are not “Other Post Employment Benefits” (OPEB) under GASB Statement 45 be funded and accounted for in fund 73?
9) Should I include employees that are currently not on the district health insurance plan in the allocation of the contribution and implicit rate subsidy?
10) Should a Health Reimbursement Arrangement (HRA) be accounted for in fund 73?
11) How should a Health Reimbursement Arrangement (HRA) be accounted for if it is not funded in an irrevocable trust?
1) What are the Department of Public Instruction’s requirements for the timing of an actuarial valuation?
DPI requirements relate to the aid eligibility of a contribution made to an employee benefit trust accounted for in fund 73.  The DPI requirement regarding the timing of an actuarial valuation follows the GASB requirement for financial reporting purposes.  
An actuarial valuation under GASB 45 must be performed for plans with a total membership of 200 or more at least biennially and for plans with a total membership of fewer than 200 at least triennially.  The actuarial valuation date need not be the District’s June 30th fiscal year end, but generally should be the same date each year. 
If your district has a defined pension plan, you will need to refer to the appropriate GASB for the timing of the actuarial valuation.  
2) What individuals are included when determining plan members?
Membership is the total of active employees eligible for a retirement benefit, terminated employees with accumulated benefits but are not yet receiving them, and retired employees and beneficiaries currently receiving benefits.
3) 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 or triennially required date.  A new valuation should be performed, if since the previous valuation, significant changes have occurred that effect 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.
4) How is the ARC amount for determining state aid eligibility determined?

The ARC used in determining aid eligibility of a contribution for the current year is based on the most recent actuarial valuation.  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 or three-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 ARC is being used.  
Let’s assume that a valuation is performed on data from April 1, 2004 and the study is used in the fiscal year beginning July 1, 2005.  The valuation is within the 24 months prior to July 1, 2005.  The ARC amount may be used for the fiscal years beginning July 1, 2005 and 2006 if valuations are biennial and fiscal years beginning July 1, 2005, 2006 and 2007 if valuations are triennial.
5) When is a study considered to be put into use?

A valuation is considered to be put into use either when GASB Statement 45 has been implemented for financial reporting purposes OR when a trust has been funded for future retiree benefits (establishment of fund 73 and implementation of GASB Statement 43).  
6) Is a district required to implement GASB Statement 45 for financial reporting purposes when a trust has been established?

School districts are required to implement GASB Statement #45 if they have post-employment benefits, regardless of the creation of a trust.  The requirements of GASB Statement #43 is required if a district creates a trust.
7) Can a district make a contribution to a trust for future benefits AND pay the current year benefit costs from district general operating funds? 

For DPI purposes, 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 retiree 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.
8) Can employee benefits that are not “Other Post Employment Benefits” (OPEB) under GASB Statement 45 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.  New 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 “Revision #17” under the WUFAR link on the School Financial Services Homepage.
9) 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.

10) 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 legal trust document apply.  

11) 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 individual HRA, but does not place those funds into an irrevocable trust.  The funds remain assets of the district.  When the individual 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.
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