MEMORANDUM OF SUPPORT
A.5525 (Abbate)/S.5111 (Marchione)
Other Post Employment Benefit (OPEB) Trusts
May 18, 2015

Robert J. Reidy, Jr.
Executive Director
rreidy@nyscoss.org
Robert N. Lowry, Jr.
Deputy Director for
Advocacy, Research and
Communications
boblowry@nyscoss.org
518.435.5996
Terrance N. Pratt, Esq.
Assistant Director for
Government Relations
terry@nyscoss.org
518.429.0523

2014 - 2015 Officers
Neil F. O’Brien
President
Port Byron
30 Maple Avenue
Port Byron, NY 13140
Maureen E. Donahue
President-Elect
Southwestern
Patricia Sullivan-Kriss
Vice President
Hauppauge
Laura Feijoo
Treasurer
NYC Dept of Education
Mary Beth R. Fiore
Past President
Elmira Heights

Executive Committee
Daniel T. Connor
Goshen (2015)
Sharon L. Contreras
Syracuse (2016)
Danielle DiMango
NYC District #25 (2016)
Corliss C. Kaiser
Fayetteville-Manlius (2015)
Lorna R. Lewis
Plainview-Old Bethpage (2015)
Ralph Marino, Jr.
Horseheads (2015)
Kevin C. McGowan
Brighton (2016)
Michael B. Wetherbee
Wayland-Cohocton (2016)

The New York State Council of School Superintendents SUPPORTS State
Comptroller Thomas DiNapoli’s proposal to authorize state government,
school districts, and local governments to establish trust funds for “other
post employment benefit” owed to retirees and other past employees.
Background
In 2004, The Governmental Accounting Standards Board (GASB) issued a statement
prescribing accounting and reporting standards for “other post employment benefits.”
GASB is the national authority which sets standards for accounting practices of public
entities, including school districts. “Other post employment benefits” (OPEB) are
benefits owed to past employees, other than pensions, upon conclusion of their
employment. The most significant of these benefits is retiree health insurance.
The 2004 statement – “GASB 45” – requires school districts and other public entities to
calculate an “actuarial valuation” of the cost of benefits owed and the annual
contributions which would be needed to fund those obligations. GASB 45 did not
require districts and other public entities to fund these obligations, it did require them
to begin reporting these benefit obligations as liabilities on their financial statements.
Typically, public entities had reported and budgeted OPEB expenses on a “pay as you
go” basis – reporting and budgeting only the cost of benefits actually paid in a given
year. This practice has left many public entities with large unfunded liabilities. But
currently, there is no legally authorized mechanism for school districts and local
governments to save for OPEB liabilities.
This legislation would authorize the State Comptroller to establish an OPEB Investment
Fund to accept and invest payments made by state government and participating local
governments, including school districts. It would also authorize the state and local
governments to establish OPEB trusts for the purpose of accumulating funds to pay
future post employment benefit costs. Monies held in these trust funds would be
invested in the state administered OPEB Investment Fund, with separate accounts
maintained for each participating entity.
Reasons for Support
Retirees are depending on the benefits this legislation seeks to assure are appropriately
funded and taxpayers are legally obligated to fund the benefits. The Comptroller’s
proposal would provide school districts with a mechanism to assure these promises can
be met without facing budgeting decisions that would someday force choices between
disruptive cuts to current services, or large tax increases unlikely to gain voter approval.
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School districts are contractually obligated to provide many of the covered benefits and, since the early 1990s,
have been statutorily prohibited from reducing retiree health care benefits unless similar reductions can be
negotiated for current employees. As GASB prescribes, OPEB liabilities are incurred each year, as employees
render the service entitling them to future post employment benefits. Therefore it is fiscally responsible to set
aside funds each year as the liability is incurred and avoid the prospect of facing huge future payouts with no
resources to meet them.
The State Comptroller has estimated that New York State government has an unfunded liability for nonpension post employment benefits of $68 billion, and that local governments outside New York City (including
school districts) have an unfunded liability also totaling roughly $68 billion.

2

