
TSBA OPEB Trust Frequently Asked 

Questions 

How does my board join the OPEB Trust? 

The board must vote to participate in the TSBA OPEB Trust at a regular or special called board 

meeting, sign the attached interlocal agreement, and return it to the TSBA OPEB Trust.  

What is OPEB? 

The Governmental Accounting Standards Board (GASB) has issued guidance Statements regarding, 

Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, in 

order to improve the disclosure of postemployment benefits other than pensions, referred to as “OPEB” 

(other post-employment benefits). 

In addition to pensions, many state and local governmental employers provide other postemployment 

benefits as part of the total compensation offered to attract and retain the services of qualified employees. 

The Tennessee Comptroller of the Treasury, Justin P. Wilson, said this about the TSBA OPEB Trust: 

“Historically, many local school systems in Tennessee have provided their employees 

with compensation plans that include healthcare benefits that employees receive 

following completion of active service.  Most of these school systems have not prefunded 

these liabilities but have expensed these liabilities on as pay-as-you-go basis.  Sound 

financial planning dictates that school systems consider financing these significant other 

post-employment benefit liabilities as they are earned (prefund) rather than the pay-as-

you-go funding approach to provide equity, sustainability of the program, and the 

potential of earnings from these accumulated funds.  I commend the Tennessee School 

Boards Associations’ efforts in providing participating local school systems with 

technical assistance and a means of establishing a trust for the purpose of prefunding 

these significant liabilities.” 

What are OPEBs? 

OPEBs are benefits provided to retirees, their spouse and dependents.  These benefits generally include: 

• Medical benefits

• Dental benefits

• Vision Benefits

• Prescription drug coverage

• Life insurance benefits

• Disability insurance benefits

• Other health benefits, if not part of the regular pension plan



Are these GASB Statements new? 
 

These GASB statements are an accounting change, not a funding change.  The funding obligation has 

always existed but it now requires the liability to be recognized.  School systems are required to disclose 

the liability on their current financial statement, even though it is not due until a later date. 

 

 

How does it affect my school system? 

 

The impact will cause long term and short term changes in the way governments, in general, and school 

systems in particular, continue to handle financing issues.  In the short term, the change in accounting will 

allow school systems to fully understand the financial impact of the OPEBs promised in years past.  In 

some cases, this may come as a rude awakening.   

 

The long-term impact will most likely be in three broad categories.   

• First, the accounting will increase financial stability for the school systems by requiring finance 

directors to recognize what OPEBs are actually costing the system.   

• Second, like private companies, it is reasonable to assume that school systems will be less likely 

to offer OPEBs in the future.   

• Lastly, a long-term issue for systems is its inability to obtain credit and issue bonds. 

 

Why should we fund it, if it is not required? 

 

First, it’s the responsible thing to do.  Promising future benefits to employees without setting aside funds 

to pay for it means that future taxpayers will bear the burden for the value that the current taxpayers 

receive.  Fund today’s promises with today’s dollars. 

 

Second, it’s the intelligent thing to do.  Funding the liability with a qualified OPEB trust will allow an 

actuarial to use a higher investment rate when calculating the annual required contribution (ARC) and 

OPEB liability.   

 

Third, it’s the fiscally sound thing to do.  Currently, there is very little direct impact for non-compliance.  

However, the indirect impact could have grave financial consequences.  The most important of which is 

the potential loss of bond rating.  Standard & Poor’s, for instance, states that, “GAAP reporting is 

considered a credit strength…Lack of an audited financial report prepared according to GAAP could have 

a negative impact on an issuer’s rating, since questions about reporting will be raised.” (Standard & 

Poor’s Public Finance Criteria 2005. NY: The McGraw-Hill Companies, Inc., 2005, p. 55.) 

 

Finally, it’s the practical thing to do.  Your employees are going to be working hard for many years to 

earn the benefits promised.  It only makes sense that your money should be working equally as hard to 

pay for those benefits.  Even if these GASB statements were not in the picture, high medical inflation, 

longer life expectancies for retirees and the upcoming “baby boom” retirement surge will all have a 

significant impact on local school districts. 

 

Why should my school system be concerned? 

 

Any governmental entity that provides OPEBs needs to be concerned about how those benefits will be 

accounted for and paid.  This concern should stem not only from the fear of any consequences of non-

compliance, but also from a natural desire to see that your school system is well-managed. 

 

 



What is TSBA doing to help my school system prepare to fund its OPEB liability? 

 

TSBA is doing two things to help school systems comply with GASB standards.  First, TSBA has 

partnered with Willis, a leading financial advisory group, to provide the actuarial service required by 

GASB at a competitive price.  Second, TSBA is administering a GASB compliant OPEB trust to help 

those systems wishing to pre-fund their liability. 

 

Why a trust? 

 

When examining the options, the TSBA OPEB trust makes sense for a number of reasons:   

1. First, the trust is administered by TSBA, an entity answerable directly to its members.   

2. Second, as already pointed out, the investment will lower the annual required contribution (ARC) 

and the overall OPEB liability.   

3. Finally, by pooling resources, the TSBA OPEB trust will lower per-system costs, has the 

potential to increase the system’s return on investment and has the impact for reducing long-term 

funding needs. 

 

 


