
 
 
 
 
 
TO:  James L. App, City Manager 
 
FROM:  Mike Compton, Director of Administrative Service 
 
SUBJECT: Other Post Employment Benefits and GASB 43 & 45 Compliance 
 
DATE:  May 2, 2006 
 
 
NEEDS:  

For the City Council to consider approval of an agreement with Keenan & Associates to 
assist in the implementation of Governmental Accounting Standards Board (GASB) 
Statements 43 and 45 and a budget appropriation for said assistance. 

 
FACTS:  
 1. GASB has issued Statements 43 and 45 requiring public agencies to report in their 

comprehensive annual financial report (CAFR) their liability for Other Post 
Employment Benefits (OPEB).  OBEB includes compensation received after 
employment ends in exchange for employees’ current service.  City payments made to 
retired employees for health insurance coverage qualifies as OPEB. 

 
2. GASB Statement 43 requires agencies to establish uniform financial reporting standards 

for OPEB Plans while GASB Statement 45 establishes uniform financial reporting 
standards for employers.  Both standards provide instructions for calculating expenses 
and liabilities and require supplementary information schedules (e.g. funding progress). 

 
3. The City is a “Phase II” city and is required to implement said accounting changes and 

uniform financial reporting requirements by fiscal year beginning July 1, 2007. 
 

4. Outside professional assistance will be required to implement GASB 43 and 45.  Only 
one firm has been identified that provide the necessary assistance for successful 
implementation.  Consistent with the City’s purchasing policy, sole sourcing this 
assistance with Keenan & Associates is recommended. 

 
5. Keenan & Associates currently provide consulting and financial services to over 800 

public agencies in California.  Keenan has demonstrated expertise and preparedness in 
developing a comprehensive program to address the GASB 43 and 45 requirements. 

 
ANALYSIS & 
CONCLUSION: 

The City has been cognizant of its liability for post retirement benefits paid to retired 
employees.  In fact, the City has budgeted for said obligations on a “cash as you go” basis 
since 2004.  Beginning with the current two year budget/four year financial plan, full funding 
for the current portion of the obligation is budgeted.  The City has only been funding the 
current obligation until such time as the rules governing the calculations, reporting and 
funding were issued by GASB.  Now that the rules are known, the City may move forward 
with additional implementation steps. 



 
The new standard under GASB 45 requires the City to measure and disclose the annual 
OPEB cost on the accrual basis of accounting.  This annual cost is equal to the City’s annual 
required contribution plus an amount to amortize the total (future) unfunded actuarial 
accrued liability over a period not exceeding 30 years.  Actuarial evaluations are required at 
least every two years for employers with 200 or more employees or every three years if less 
than 200 employees. 
 
The decision facing the City is whether or not the total unfunded actuarial accrued liability 
should be fully funded or not.  Staff recommends fully funding the OPEB liability.  This is 
consistent with current policy that provides for full funding of the City’s PERS retirement 
liability (on an amortized basis) and set-asides for equipment replacement.  Advantages of 
funding the liability include: 
 

1. Added security to retiring employees that the City will be able to pay its 
contractual obligation going forward; and 

2. Ability to use higher discount rate to value liabilities will result in lower actuarial 
liability and expense calculations. 

 
Implementation of GASB 43 and 45 requires the formation of a “Board of Authority”, 
establishment of a Trust, preparation of the “Substantive” plan, required supplemental 
information schedules for the CAFR, investment funds program guide and an actuarial study 
to calculate the future liability. 
 
To assist in establishing the City’s Plan, outside professional assistance, at least initially, will 
be necessary.  Only one firm has been identified/located that provides the services needed to 
implement GASB 43 and 45.  Keenan & Associates has put together both a program to 
develop a plan and the program participants; i.e. trust administrator, investment 
management, legal counsel and program administrator, all under a single sole source 
umbrella.  The fees for Keenan’s assistance as well as other plan administrators will be paid 
from interest earned on trust account investments.  Thus, the only required appropriation is 
for the actuarial study.  The City would distribute Request for Proposals (RFP) for the 
actuarial component since there is more than one firm available to undertake this task. 
 
There is a possibility that two or more Central Coast cities may participate together, much as 
we did for the GASB 34 property valuation study, to jointly purchase said services which 
may result in cost savings for all participants due to “economies of scale”. 
 
As noted above in Fact #3, the City need not implement until July 1, 2007.  However, 
preparation of the next two year budget/four year financial plan will begin in the fall.  
Determining the OPEB liability prior to the development of the next budget is critically 
important. 

 
POLICY  
REFERENCE:  

Purchasing and Payment Procedures Manual, Section 7.0 
 



FISCAL 
IMPACT:  

The City’s annual OPEB obligation on cash or “pay as you go” method is nearly $100,000 
annually.  This amount will grow overtime as more employees approach retirement age.  
There are numerous employees that have already reached minimum retirement age who 
would be eligible for OPEB if they choose to retire.  Determining the future accrued liability 
and complying with GASB 43 and 45 is critical to maintaining sound financial planning 
practices. 
 
It is estimated that the initial cost to develop and implement a plan in accordance with 
GASB 43 and 45 is $10,000 for the actuarial study and needs to be a reoccurring “every 
other year” appropriation.  A portion of the cost will be born by the enterprise funds 
proportionally based upon number of employees. 

 
OPTIONS:  

a. Adopt Resolution No. 06-xxx authorizing Administrative Services to contract with 
Keenan & Associates, the sole source provider, to assist with implementation of  GASB 
43 and 45 standards and approve a budget appropriation; or 

 
b. Amend, modify or reject above option.  



























RESOLUTION NO.  06-xxx 
 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PASO ROBLES 
AUTHORIZING A CONTRACT WITH KEENAN & ASSOCIATES FOR  

GOVERNMENTAL ACCOUNTING STANDARDS BOARD STANDARDS 43 AND 45 
IMPLEMENTATION AND RELATED BUDGET APPROPRIATION 

  
 
 
WHEREAS, the Governmental Accounting Standards Board (GASB) recently adopted 
Statements 43 and 45; and 

WHEREAS, these Statements establish uniform financial reporting standards for public 
agencies which provide “Other Post Employment Benefits” (OPEB) Plans; and 

WHEREAS, these Statements also require public agencies to report in their 
comprehensive annual financial report (CAFR) their liability for OPEB; and 

WHEREAS, the City recognizes the importance of complying with Governmental 
Accounting Standards Board Statements 43 and 45 as it provides full disclosure of the 
City’s financial condition and improves long-range financial planning; and  

WHEREAS, City needs to determine the accrued liability for OPEB consistent with 
GASB 43 and 45 in order to prepare the next two year budget/four year financial plan 
this upcoming fall; and 

WHEREAS,  Keenan & Associates has developed a comprehensive program that 
provides all necessary components for GASB 43 and 45 compliance with demonstrated 
success; and 

WHEREAS, Keenan & Associates is the only known firm that provides a 
comprehensive GASB 43 and 45 implementation service; and 

WHEREAS, no budget appropriation has been previously adopted for implementing 
GASB 43 and 45, it would be highly desirable to do so. 

THEREFORE, BE IT HEREBY RESOLVED that the City Council of the City of 
El Paso de Robles approve an “every other year’ budget appropriation beginning with 
fiscal year 2006 from General Fund Reserves to budget account 100-140-5224-125 in 
the amount of $10,000. 



BE IT FURTHER RESOLVED that the City Council of the City of El Paso de Robles 
authorizes the Director of Administrative Services to contract with 
Keenan & Associates for GASB Standards 43 and 45 compliance with due 
consideration given to a joint purchase program with any interested central coast cities. 

PASSED AND ADOPTED by the City Council of the City of Paso Robles this 
2nd day of May 2006 by the following vote: 

AYES:  
NOES:  
ABSTAIN:  
ABSENT:  

 
 
 
 
   
 Frank R. Mecham, Mayor 

 
ATTEST: 
 
 
 
 
 
____________________________________ 
Cathy M. David, Deputy City Clerk 
 

RESOLUTION NO.   06-XXX 
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