EMERGENCY RESOLUTION NO. 78-2018

A RESOLUTION AUTHORIZING THE CITY MANAGER TO ENTER INTO A CONTRACT
BY AND BETWEEN THE CITY OF MONROE AND HURST KELLY AND CO. LLC FOR
SERVICES RELATED TO THE COMPLETION OF THE CITY’S COMPREHENSIVE
ANNUAL FINANCIAL REPORT FOR FISCAL YEAR ENDING DECEMBER 31, 2018 AND
DECLARING AN EMERGENCY.

WHEREAS, the City is required to complete an annual Comprehensive Annual Financial Report
and desires to enter into an agreement with Hurst Kelly and Co. LLC for these services.

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF MONROE,
STATE OF OHIO, THAT:

SECTION 1: The City Manager is hereby authorized to enter into a contract by and between the
City of Monroe and Hurst Kelly and Co. LLC for services related to the completion of the
City’s Comprehensive Annual Financial Report for fiscal year ending December 31, 2018.
The terms and conditions of said contract are set forth on Exhibit “A” attached hereto and
made a part hereof in an amount not to exceed $21,500.00.

SECTION 2: This measure is hereby declared to be an emergency measure necessary for the
immediate preservation of the public peace, health, safety and welfare and further for the
reason that Council desires to proceed with this process at the earliest possible date.
Therefore, this measure shall take effect and be in full force from and after its passage.

PASSED: \
ATTEST: APPROVED:
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Exhibit "A" Res 78-2018

and Company, LLC
November 5, 2018

Karen Ervin

City of Monroe

233 South Main Street
Monroe, OH 45050

Dear Karen:

Enclosed with this letter is our engagement letter related to the assembly of the December 31, 2018
financial statements as well as a copy of Ohio Auditor of State Technical Bulletin 2018-002, which details
GASB Statement No, 75 — Accounting and Financiol Reporting for Postemployment Benefits Other than
Pensions, which must be implemented in connection with the 2018 financial statements.

The primary objective of GASB 75 is to improve accounting and financial reporting by state and local
governments for postemployment benefits other than pensions {other postemployment benefits or
OPEB). GASB 75 will require, among other things, that certain deferred inflows, deferred outflows, net
OPEB {iabilities, and pension expenses be recognized in the 2018 financial statements, as calculated from
information published by OPERS and OP&F. In connection with the adoption of GASB 75 in 2018, financial
position will be restated as of December 31, 2017, which will require a restatement footnote as well as an
adjusted comparison in the Management's Discussion and Analysis so that financial information as of
December 31, 2018 can be presented side by side the restated amounts for December 31, 2017, in a
comparable format.

Further, the adoption of GASB 75 will require additional footnote disclosure about OPEB information. We
anticipate that the adoption of GASB 75 will increase the length of your footnotes by approximately six
pages. In addition, reporting under GASB 75 will require the presentation of four additional Schedules
that are considered Required Supplementary Information.

The enclosed Chio Auditor of State Technical Bulletin 2018-002 covers GASB 75 in more detail, as it relates
to Ohio Local Governments,

We look forward to working with you on the implementation of GASB 75, in connection with the assembly
of the 2018 financial statements. While Hurst, Kelly & Company LLC will take care of the required
calculation, accounting and disclosure related to this new standard, the additional time and resources
required to address this standard and its implementation are significant, As such, our fee for the assembly
of the 2018 financial statements, that is included in the attached engagement letter, has increased
compared to the fee for the 2017 engagement.

We look forward to warking with you on the 2018 financial statements, Piease don’t hesitate to contact
us if you have any questions about GASB 75 or any other accounting or financial reporting matter,

Sincerely,
Marl Hurst

3295 US 2213 Lé\feland, OH 45140 Office: {(513) 234-0977 www. hurstkelly.com
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November 5, 2018

Karsn Ervin

City of Monroe

233 South Main Street
Monroe, Ohio 45050

Dear Karen:

This letter confirms our understanding of the terms and objectives of our engagement and the nature and
limitations of the services we will provide.

We will assist the Cily of Monroe (the City) with assembling, from information provided by the City, the
City’s Comprehensive Annual Financial Report for the year ended December 31, 2018.

We are not required to, and will not, verify the accuracy or completeness of the information you will
provide fo us for the engagement or otherwise gather evidence for the purpose of expressing an opinion
or a conclusion, We will not audif, review, compife, or prepare the Comprehensive Annual Financial
Report and therefore we will not express an opinion or any other form of assurance on the
Comprehensive Annual Financial Report. Further, we will not issue any kind of report on the
Comprehensive Annual Financial Report.

Our engagement cannot be relied upon to identify or disclose any financial statement misstatements,
including those caused by fraud or error, or to identify or disclose any wrongdoing within the entity or
noncompliance with laws and regulations.

The engagement to be performed is conducted on the basis that the City acknowledges and understands
that management of the Cily has the following overall responsibilities that are fundamental to our

undertaking the engagement:

a. The selection of the financial reporting framework to be applied in the engagement.

b. The prevention and detection of fraud.

c. To ensure that the entity complies with the laws and regulations applicable to its activities.

d. The accuracy and completeness of the records, documents, explanations, and other information,
including significant judgments, you provide to us for the engagement.

e. To provide us with additional information that may be requested for the purpose of the
engagement.

Additionally, the City is responsible for all management decisions and responsibilities and for designating
an individual with suitable skills, knowledge, and experience {0 overses these engagement services (and
all other services that we provide). The City is also responsible for evaluating the adequacy and results of
{he services performed and accepting responsibility for such services.

By your signature below, you grant us permission to communicate directly with your external auditing firm
and to provide them with access to our work papers,

3293 U5 22/3 LLoveland, CH 45140 Office: (513) 234-0977 www. hurstkelly.com




Mark Hurst is the engagement partner for the limited services specified in this letter. His responsibilities
include supervising Hurst, Kelly & Company LL.C's services performed as part of this engagement.

Our fees for these services will be $21,500.00. Payment for service is due when rendered and interim
billings will be submitted as work progresses and expenses are incurred.

You understand and agree that our billings to you become definquent if not paid within 30 days of the
invoice date. You further understand and agree that we may withdraw from the present engagement at
any time for any reason at our sole discretion. In particular, you agree that if you fail to pay for services
rendered or expenses incurred for this engagement, we either may discontinue performing services for
you until all outstanding balances are paid or may withdraw from the engagement ten days after the
mailing of written notice to you at the same address to which statements are sent. You recognize that any
discontinuation of wotlc by us could seriously harm your interests but nevertheless specifically give your
consent to us to do so regardless of any filing or other deadlines you face. Additionally, the City may
cancel the engagement at any time for any reason in its sole discretion. Hurst, Kelly & Company LLC will
be paid for all services rendered to date of canceltation.

It is our policy to keep records related to this engagement for 3 years. However, Hurst, Kelly & Company
LLC does not keep any original client records, so we will return those to you at the completion of the
services rendered under this engagement. When records are returned to you, it is your responsihility to
retain and protect your records for possible future use, including potential examination by any government
or regulatory agencies.

By your signature below, you acknowledge and agree that upon the expiration of the 3 year period Hurst,
Kelly & Company LLC shall be free to destroy our records related to this engagement,

If the foregoing is in accordance with your understanding, please sign the enclosed copy of this letter in
the space provided and return it to us.

Sincerely,

f /7/) 7/’/ Py JUSH SR
%/"/ £ s’/(/"{’/(// y / /(;a/UL/J
Mark Hurst

*khkEN

Acknowledged and agreed:

Client Representative, Title

Date




Dave Yost - Auditor of State

Bulletin 2018-002

Aunditor of State Bulletin

DATE ISSUED: September 19, 2018

TO: All Fiscal Officers and Independent Public Accountants

FROM: Dave Yost, Auditor of State

SUBJECT: Governmental Accounting Standards Board Statement No. 75 — Accounting

and Financial Reporting for Postemployment Benefits Other Than Pensions

Background Information

Governmental Accounting Standards Board {GASB) Statement No. 75, “Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions,” includes guidance for reporting other
postemployment benefits (OPEB) liabilities. GASB 75 addresses accounting for defined benefit and defined
contribution OPEB plans.

The five major retirement systems in Ohio include Ohio Public Employees Retirement System (OPERS),
Ohio Police & Fire Pension Fund (OP&F), State Teachers Retirement System of Ohio (STRS), School
Employees Retirement System of Ohio (SERS) and the Ohio Highway Patrol Retirement System (HPRS).
These retirement systems provide pension benefits as well as OPEB benefits. The pension benefits were
addressed in Bulletin 2015-006 — Accounting and Financial Reporting for Pensions. The focus of this
bulletin is the OPEB bencfits provided through the retirement systems. HPRS is a singie-employer
refirement plan while the remaining plans are multiple-employer plans. Local government employers
contribute to OPERS, OP&F, STRS and SERS. The OPER plans that are offered by these four retirement
systems are defined benefit, cost-sharing plans. The focus of this bulletin will be defined benefit, cost-
sharing plans. Guidance related to OPEB plans offered through local governments, including defined
contribution plans, will be discussed later in this bulletin.

The GASB issued an implementation puide to supplement the guidance found in GASB 75. The
Implementation Guide is organized in a question and answer format. This bulletin references specific
questions from the GASB 75 Implementation Guide, 2017-3 (IG). The guidance contained in the
implementation guide also has been incorporated into the GASB codification, These references have also
been included,
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The requirements of this Statement apply to all Ohio state and local governments that prepare GAAP
(Generally Accepted Accounting Principles) Statements, including those with a GAAP reporting
requirement per OAC 117-02-03(B). Some other governments may be subject to GAAP, such as through a
debt covenant. GASB 75 is effective for financial statements for periods beginning after June 15, 2017.
Meaning, school districts and other governments with a June 30 fiscal year end must apply GASB 75 (o
their June 30, 2018, GAAP financial statements; and governments with a December 31 fiscal year end must
apply it {o their December 31, 2018 GAAP financial statements.

Comparison to GASE 45

GASB 75 replaces much of the guidance found in GASB Statement No. 45, “Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions.,” GASB 45 focused on a
funding approach, and recognized a liability on both the accrual basis and modified accrual basis for any
unpaid contractually required contributions.

GASB 75 focuses on an sarnings approach for recognizing a liability on an accrual basis as OPEB are
earned by employees, GASB 75 also recognizes a liability for payables to a defined benefit OPEB plan on
both the accrual basis and modified accrual basis.

Under GASB 75, an intergovernmental payable will continue to be reported for any unpaid contractually
required contributions at year end on both the accrual basis and modified accrual basis of accounting. On
the “full-accrual” basis, governments will also report a net OPEB liability. A net OPEB liability will be
recognized on the modified accrual basis of accounting to the extent payments have matured — that is,
benefit payments are due and payable and the OPEB plan’s fiduciary net position is not sufficient for
payment of these benefits. Currently, no Ohio retirement system has net OPEB liabilities requiring
recognition on the modified accrual basis.

Calculating the Net OPEB Liabilit OL

The NOL repotted on the statement of nel position represents a Hability to employees for OPEB. OPERB are
a component of exchange transactions-—between an employer and its employees—of salaries and benefits
for employee services. OPEB are provided to an employee—on a deferred-payment basis—as part of the
tota] compensation package offered by an employer for employee services each financial period. The
obligation to sacrifice resources for OPEB is a present obligation because it was created as a result of
employment exchanges that already have occurred.

The NOL represents the government’s proportionate share of the actuarial present value of projected benefit
payments atiributable to past periods of service, net of the OPEB plan’s fiduciary net position. The NOL
caleulation is dependent on critical long-term variables, including estimated average life expectancies,
earnings on investments, cost of living adjustments, and others. While these estimates use the best
information available, unknowable future events require adjusting this estimate annually.
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Selecting a measurement date

The NOL is to be measured as of a date {measurement date) no earlier than the end of the employer’s prior
fiscal year, consistently applied from period to period. This determination is made by the employer.

Typically, a local government’s fiscal year end is the same as the fiscal year end of the OPEB plan. In this
case, the focal govermment can report its NOL as of their current year end or as of the prior fiscal year end.
{1G 4.175, codified as P50 .731-5}) Once the measurement date is determined, it is to be consistently
applied,

If a government patticipates in two separate OPEB plans, the employer is not required to use the same
measurement date for each net OPEB liability. (IG 4.176 / P50 .731-6)

Example: Assume a city contributes to OPERS. The city’s and OPERS’ fiscal years end December 31. For
its 2018 financial statements, the city can elect to use OPERS’ NOL measured as of December 31, 2018 or
2017.

Because OPERS’ 2018 audited financial statements and schedules of OPEB amounts might not be available
in time to meet the city’s 150-day filing requirement {ORC 117.38), the city may use the NOL from
QPERS’ 2017 financial statements and schedules of OPEB amounts.

Proportionate share - The proportionate share is a measure of the proportionate relationship of the
employer to all employers within the OPEB plan. This percentage is typically based on employer
contributions and will be calculated by the OPEB plan.

Collective net OPER liability - The collective net OPER liability is the NOL for benefits provided through
a cost-sharing plan. This amount is measured as the portion of the actuarial present value of projected
benefit payments that is attributed to past periods of employee service, net of the OPEB plan’s fiduciary net
positon. The net OPEB liability represents the liability of employers to employees for benefits provided
through a defined benefit OPEB plan. This amount will be provided by the retirement systems.

GASB 75 has specific requirements which the OPEB plan follows and which relate to determining the
OPEB liability, including the actuarial valuation. These requirements address the timing and frequency of
the actuarial valuation, the selection of assumptions, the projection of benefit payments, the discount rate,
and the attribution of the actuarial present value of projected benefit payments {o periods. Certain data
maintained by the OPEB plan is used in this calculation process. This data includes elements such as, birth
date, hire date, gender and marital status and is collectively referred to as census data. This census data is
subject to the OPERB plan’s audit.

A local government’s NOL is calculated by multiplying the OPEB plan’s collective net OPEB liability by
the local government’s proportionate share percentage. If the local government reports proprietary or
fiduciary funds, consideration should be given to NCGA Statement I, paragraph 42, which requires that
long-term Habilities that are “directly related fo and expected to be paid from” those funds be reported in the
statement of net position or statement of fiduciary net position, respectively. (1G 4.173 /P50 .731-2)




Bulletin 2018-002

Governmental Accounting Standards Board Statement No. 75 — Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions

Page 4

To allocate the NOL between governmental activities and proprietary or fiduciary funds, a method similar to
the allocation made by the OPEB plan (based on contributions) may be used or any other reasonable method
may be utilized.

OPEB expense and deferved inflows/outflows - OPEB expense andfor deferred inflows/outflows are
affected by changes in the coilective net OPEB liability, iterns related to the calculation of the proportionate
share and contributions made subsequent to the measurement date.

Changes in the collective net OPEB liability should be included in collective OPEB expense, except for the
following which are components of deferred inflows/outflows:

1. Difference between expected and actual experience in the measurement of the total OPEB
Hability. *

2. Changes of assumptions *

3, Net difference between projected and actual earning on OPEB plan investments. **

* Amortized beginning in the current period over the average of the expected remaining service life
of all employees that are provided with OPEB determined as of the beginning of the measurement
period. The expected remaining service life will be provided by the OPEB plan.

*kAmortized over a five year period
Information to calculate items 1 through 3 will be provided by the retirement system.

Contributions to the OPEB plan from employers should not be included in collective OPEB
expense.

Changes related to the calculation of the proportionate share include:

1. Change in the employer’s proportion percentage®
2. Difference between the employer’s contribution and the employer’s proportional share of
contributions. *

* Amortized beginning in the current period over the average of the expected remaining service life
of all employees that are provided with OPEB determined as of the beginning of the measurement
period. The expected remaining service life will be provided by the OPERB plan.

Items 1 and 2 may be reported net.

Contributions to a plan from the employer subsequent fo the NOL measurement date and before the end of
the employer's reporting period should be reported as a deferred outflow. For example, if an employer
selects a measurement date one year prior to its current year end, it should report all contributions during the
current year as deferred outflows. The contributions should be calculated on a GAAP basis, not a cash
basis, (IG 4.196 / P50 .736-1)
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Other than employer contributions subsequent to the measurement date, there is no restatement required for
deferred inflows/outfiows in the implementation year if the deferred inflows/outflows amounts are not
available. However, the restatement note should indicate if it includes deferred inflows of resources or
deferred outflows of resources. Also, the reason for not restating prior periods should be explained.

Special Funding Situations

Special funding situations are circumstances in which a nonemployer entity is legally responsible for
making contributions directly to an OPEB plan that is used to provide OFPEB to the employees of another
entity or entities. This should not be a common situation for most Ohio local governmments; however, special
funding situations can be encountered in community schools.

Payments to STRS and SERS through a deduction from school foundation do not qualify as a special
funding situation for the State of Ohio. Additional information related to special funding situations can be
found in GASB 75 paragraphs 109 through 127 (GASB Cod. §P50.211 - ,231),

Financial Statements

The employer’s proportionate share of the collective net OPEB liability is not required to be displayed
separately on the face of the financial statements; i.e. it is acceptable to include it with fiabilities due in more
than one year, However, for some governments, it will be a significant balance, and governments may
prefer to display it separately on the face of the financial statements. Liabilities for net OPEB liabilities
associated with different plans may be aggregated for display, and assets for net OPEB assets associated
with different plans may be aggregated for display. However, aggregated OPEB assets and aggregated
OPEB labilities should be separately displayed. (IG 4.43 / P50 .705-1)

Sample financial statements are available on the Auditor of Sfate’s website at
http:/Awww.ohjoauditor. pov/references/gash75 . html,

Note Disclosure

The note disclosure requirements for cost sharing employers are identified in GASB 75 paragraphs 89
through 96 (GASB Cod. §P50.189 - .196). The total of the employer’s OPEDB liabilities, OPEB assets,
deferred outflows of resowrces and deferred inflows of resources related to OPEB, and OPER
expense/expenditure for the period associated with net OPER liabilities should be disclosed if the total
amounts are not otherwise identifiable from information presented in the financial statements. The notes
should also include a description of the OPEB plan (GASB 75 §91 / Cod. §P50.191), information about the
employer’s proportionate share of the collective net OPEB liability (GASB 75 492 - 494 / Cod. §P50.192 -
.194), information about the OPEB Plan’s fiduciary net position (GASB 75 §95 / Cod. §P50.195), as well as
other information (GASB 75 196 / Cod. §P50.196). These disclosure requirements are quite lengthy, Refer
to the referenced GASB 75 / Codification paragraphs for the specific requirements.

In addition, the amount of payables to a defined benefit OPEB plan outstanding at the end of the reporting
period, significant terms related to the payables, and a description of what gave rise to the payable should be
included in the notes to the financial statements,
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Note  disclosure shells are available on the Auditor of State’s  website at
hitp://www.ohioauditor.gov/references/pash75.itml.  We believe these examples meet the requirements of
Statement 75. However, each governmental employer is responsible for comparing their disclosure with the
aforerentioned paragraphs in GASB 75 to determine if their disclosure is complete and accurate.

Required Supplementary Information (RST)

All cost-sharing employers need to present the following required supplementary information separately for
cach cost-sharing OPEB plan through which OPEB are provided. (GASB 75 997 / Cod. §P50.197)

A 10 year schedule with amounts determined as of the measurement date of the collective net OPEB
Hability:

¢ The employer’s proportion (percentage) of the collective net OPEB liability

o The employer’s proportionate share (amount) of the collective net OPEB liability

+ The employer’s covered payroll/covered employee payroll

¢ The employer’s proportionate share (amount) of the collective net OPEB liability as a
percentage of the employer’s covered-employee payroll

e The OPEB plan’s fiduciary net position as a percentage of the total OPEB liability

If the contribution requirements of the employer are statutorily or contractually established, a 10 year
schedule presenting the following with amounts determined as of the employer’s most recent fiscal year-
end:

» The statutorily or contractually required employer contribution

e The amount of contributions recognized by the OPEB plan in relation to the statutorily or
contractually required employer contribution

e The difference between the statutorily or contractually required employer contribution and
the amount of contributions recognized by the OPEB plan in relation to the statutorily or
contractually required employer contribution

+ The employer’s covered payroll/covered employee payroll

¢ The amount of contributions recognized by the OPEB plan in relation to the statutorily or
contractually required employer contribution as a percentage of the employer’s covered-
employee payroll

Information contained in RSI schedules will be different if the employer has a special funding situation.

Information about factors that significantly affect trends in the amounts presented in the RSI schedules
should be presented as notes to the schedules.

Tf contributions to the OPEB plan are based on a measure of pay, the covered payroll presented in the RSI
schedules is the payroll on which contributions to the OPEB plan are based. If the contributions to the
OPEB plan are not based on a measure of pay, the RSI schedules should present covered- employee payroll,
which is the total payroll of covered employees. (GASB 85 14/ Cod. §P50.197)
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The RSI schedules should not include information that is not measured in accordance with GASB 73
requirements,

The information for all periods for the 10 year schedules that are required to be presented as RSI may not be
available initially. In these cases, during the transition period, that information should be presented for as
many years as are available,

Sample RS!  schedules are available on the Audifor of State’s website at
hitp://www.ohioauditor.gov/references/pash75 itml.

Transition

Governments should restate beginning net position, For example, a school district’s June 30, 2018,
statement of aclivities should reduce its previously-reported June 30, 2017, net position by the NOL
applicable to June 30, 2017. (This would be the NOL computed as of June 30, 2016, if the school district
selected a measurement date one year prior to its fiscal year end.)

Beginning net position should also be restated for any contributions made subsequent to the measurement
date. As mentioned above, for the remaining deferred inflows/outflows, GASB 75 encourages, but does not

require governments to allocate its beginning NOL between net position and deferred inflows/out{lows.

Also refer to disclosure requirements related to the restatement of deferred inflows/outflows referenced in
the discussion of the collective net OPEB liability abave,

Defined Contribution Plans

On an accrual basis of accounting, OPEB expense related to defined contribution plans should equal the
amount of contributions attributable to employees’ services in the period and changes in the OPEB liability
equal to the difference between the amount recognized as OPEB expense and amounts paid by the employer
to the OPERB plan,

On a modified accrual basis of accounting, OPEB expenditures should be equal to amounts paid by the
employer to the OPEB plan and the change between the beginning and ending balances of amounts normally
expected to be liquidated with expendable available financial resources. This amount represents the extent
that contributions are due and payable pursuant to legal requirements, including contractual arrangements.

GASB 75 paragraph 233 identifies the disclosure requirements related to defined contribution plans.

Qther OPEB Plans

OPEB include not only postemployment healthcare, but also inchude other postemployment benefits such as
death benefits, life insurance, disability, and long-term care when provided separately from a pension plan.
Certain local governments in Ohio have their own OPEB plans that will need to be evaluated to determine if
they meet the criteria for reporting under GASB 74/75.
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Applicability to Non-GAAP Entities.

Governments not stafutorily required to prepare GAAP statements that prepare Other Comprehensive Basis
of Accounting (OCBOA) or Regulatory basis financial statements will not present their NOL on their
financial statements and need not disclose their NOL in the notes. However, governments siafutorily
required to prepare GAAY statements, but that choose to prepare OCBOA or regulatory statements instead,
will need to disclose OPEB information in their notes.

A sample OCBOA OPEB note for governments required to prepare GAAP statements but choose to prepare
OCBOA statements is available on our website at: hitp://www .ohioauditor. gov/references/gasb?5.html.

Information Available from the Retirement Systems

The AJCPA Audit and Accounting Guide: State and Local Governmenis (the Guide) provides guidance
regarding two schedules that are prepared by the retirement system for the OPERB plan and audited by the
plan auditor, These audited schedules will be available through the retirement systems and through the audit
scarch function on the Auditor of State website. The schedules will contain much of the information
necessary to implement GASB 75.

Audit Considerations - Employer Responsibilities

The majority of OPEB provided to government employees in Ohio are postemployment health care
administered by the retirement systems. While the retirement systems will provide much of the information
needed to report the Net OPEB Liability, deferred inflows of resources, deferred outflows of resources, and
OPEB expense in their audited Schedule of Employer Allocations and Schedule of OPEB Amounts,
employers will have to calculate some of the employer specific deferred amounts and related amortizations
as described in the OPEB expense and deferred inflows/outflows section of this bulletin, Employers have
various responsibilities related to the implementation of GASB 75. Among these responsibilities are:

+  Determine an appropriate measurement date as described above,

»  Report complete and accurate census data to the retirement systems.

+  Periodically reconcile contributions sent to the plan with payroll data.

+  FEvaluate the appropriateness of the information used to record financial statement amounts.

+  Evaluate whether the retitement system auditor’s teport on the Schedule of Employer Allocations
and Schedule of OPEB Amounts is adequate and appropriate for employer purposes.

«  Verify the employer contribution amounts reflected in the Schedule of Employer Allocations agree
with the employer’s contribution records.

+  Recalculate the allocation percentage.

+  Ensure all of the employer codes associated with the governtent are included in the calculations.

+  Recalculate the allocation of OPEB amounts based on the allocation percentage of the employer.

+  Maintain all amortization schedules for deferred inflows/outflows and OPEB expense amounts.

Additionally, employers will need to provide management’s representations to their auditors regarding the
completeness and accuracy of the data provided to the retirement systems as well as the appropriateness of
the OPEB amounts reported in the financial statements. These representations should be included in
management’s representation letter the auditors will obtain at the conclusion of the audit.
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Audit Considerations - Employer Auditor Responsibilities

Employer auditors are responsible for opining on the financial statements of the employers. As part of the
audit process, the employer auditors must obtain sufficient, appropriate audit evidence to reduce the risk of
material misstatement to an acceptably low level, Since much of the information needed to calculate the
proportionate share, Net OPEB Liability, deferred inflows, deferred outflows and OPEB expense is only
available from fhe retirement systems, the retirement systems will be preparing Schedules of Employer
Allocations and OPEB Amounts (the schedules) to provide the information to the employers. The retirement
system auditors will opine on these schedules in accordance with AU-C section 803,

Actuaries develop the estimates of the Net OPEB Liability, deferred inflows, deferred outflows and OPEB
expense based on financial data and elements of non-financial data known as census data as discussed in the
Calculating the Net OPER Liability section of this bulletin. Since the actuarial valuations are based, in part,
on this data and the schedules are prepared based on the actuarial valuations, the retirement system auditors
must gain assurances that the census dala provided to the actuary is accurate and complete before they can
opine on the schedules. To gain these assurances, the retirement system auditors select samples of
employers for census data testing, and identify the elements of census data for which assurances are
required. Since the implementation of GASB 68 for pensions, the AOS has performed examinalion
engagements over the census data for each of the employers selected by the retirement system auditors and
reported the results o the retirement system auditors. The retirement system auditors use these examination
reports to provide assurances that the census data reported to the retirement system was complete and
accurate. With the implementation of GASB 75, these census data examination engagements are modified as
necessary to provide any additional assurances necessary to support the OPEB amounts in addition to the
pension amounts. For future years, retirement system auditors will continue to select a sample of employers
for census data testing. The AOS and/or IPAs will perform examinations on the census data elements and
report the results to the retirement systemn auditors to provide the necessary assurances.

Employer auditors will generally use the retirement system auditor’s reports on the retirement system’s
financial statements and the audited Schedule of Employer Allocations and Schedule of OPEB Amounts as
audit evidence that the OPEB amounts allocated fo the employer and included in the employer’s financial
statements are not materially misstated. Employer auditors have various responsibilities related to using this
audited information from the retirement systems including:

«  TRvaluate controls over reporting contributions to the plan.

+  Test the contributions to the retirement systems.

«  Ensure the employer contribution amounts used to calculate the allocation percentage agrees with
the employer’s records.

+ Recalculate the amounts provided in the audited schedules.

¢ Test all amortization schedules.

+  Test the information reported in the notes to the financial statements to ensure all of the required
disclosures are included.

+  Review the required supplementary information to ensure it includes the required elements.

«  Auditors are also responsible for evaluating whether the retirement system auditor’s report on the
Schedules of Employer Allocations and OPEB Amounts (the schedules) provide sufficient,
appropriate audit evidence.
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For AOS Audits: The Center for Audit Excellence (CFAE) will document and evaluate centrally:

+  The professional qualifications of the actuary used by the retirement systems;

+  Whether the actuarial valuation date is appropriate;

+  Whether the methods and assumptions used by the actuary are in accordance with the requirements
of GASB 75,

s The professional competence and independence of the retirement system auditors; and,

»  Whether the retirement system auditor’s report on the schedules is adequate to provide the sufficient
and appropriate audit evidence.

The CFAE will provide a memo to AOS auditors documenting whether they can rely on the audited
employer schedules.

For IPA Audits; TPAs will be responsible for their own evaluation of the retirement system auditor’s report
on the schedules.

Additiona! Resources Available on the Auditor of State’s Website

The Auditor of State’s Office has additional resources related to GASB 75°s implementation available on
our website at https://ohioauditor.gov/references/gasb75.html.  The resources include sample financial
statements, Management’s Discussion & Analysis, and notes for each of the OPEB plans. We will also
have & FAQ document available. These resources will be updated as additional information becomes
available,

Questions

If you have any questions regarding the information presented in the Bulletin, please contact Local
Government Services at the Auditor of State’s Office at (800) 345-2519.




