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Applicable GASB Statements - 
New 

 

 Statement No. 74 

Financial Reporting for Postemployment 

Benefit Plans Other Than Pension Plans 

 Effective Date FY2017 

 You need to accept Chapter 32B Section 20 

 This establishes an OPEB Trust Fund 
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How to Accept an OPEB Trust Fund 

 School Committee can vote to establish the fund 

 This is done before funds are appropriated to be 

transferred to this fund. 

 The Treasurer is the Custodian. 

 The School Committee can designate a Trustee or 

Board of Trustees 

 Responsible for general management and investing 

authority 

 The Custodian can be the Trustee 

 A retirement board can be the Board of Trustees 

 A Board of Trustees can be comprised of 5 to 13 

individuals 
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How to Accept an OPEB Trust Fund 

 The School Committee can designate a Trustee or 

Board of Trustees. 

 One Trustee is a current employee selected by ballot; 

 One Trustee is a current retiree selected by ballot; 

 The remainder of the Trustees are appointed by the 

Superintendent. 

 They will serve for terms of 3 or 5 years 

 The duties and obligations of the Trustee or Board of 

Trustees shall be set forth in a declaration of trust. 

 The School Committee has 90 days to disapprove 

the declaration.  If not it will take effect. 
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How can the Funds be Invested 

 Section 20(g) allows the following investments: 

 Invest in accordance with Chapter 44 Section 54 Investment 

in Trust Funds 

 Type of investments are limited and may not be appropriate for 

a long-term investment strategy and use of higher discount 

rates. 

 School Committee can authorize investments under the 

Prudent Investment Rule established in Chapter 203C 

 This allows for a wide range of investments that can be 

structured in accordance with the long-term investment 

strategies. 

 If a retirement board is the investing authority they will have 

a wide range of investments to select from. 

 The fund can be invested in the State Retiree Benefits Trust 

Fund.  
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How can the Funds be Invested 

 Section 20(k) allows the District to participate in an 

OPEB Fund established by another governmental 

unit. 

 This will operate more like a pooled investment fund 

as all contributions, revenues and expenses for each 

member unit will remain separate and the net position 

of one member unit cannot be used to pay for another 

member unit’s expenses. 

 The School Committee can vote to authorize the 

Trustee or Board of Trustees to employ investment 

consultants and pay for their services from the OPEB 

Trust Fund. 
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How are Funds Added to or 
Appropriated from the Trust 

 Per Section 20(i) appropriations may be made only 

in the annual budget submitted to the member towns 

for approval. 

 Per Section 20(b) the School can accept gifts, grants 

and contributions to the Fund. 

 Investment income will be credited to the Fund. 

 The School Committee can vote to authorize any 

amounts received as a sponsor of a qualified retiree 

prescription drug plan to be deposited to the Fund. 
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How are Funds Added to or 
Appropriated from the Trust 

 Per Section 20(h) requires any appropriation from 

the Trust Fund be subject to several approvals. 

 The School Committee must first approve by a two-

thirds vote the transfer from the Fund to the School for 

the payment of retiree health insurance. 

 The Trustee or Board of Trustees must certify the 

funds are available. 

 The Superintendent must include the proposed 

transfer as a source of funds in the annual budget to 

be approved by the member Towns. 
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GASB 74 
 The OPEB Trust’s financial statements are included as part of the 

audited financial statements. 

 The accounting and disclosures are substantially the same as 

Pension Trusts implemented in FY2015 through GASB 67.  

 Additional note disclosures include: 

 Information about the components of the net OPEB liability and 

related ratios, including the OPEB plan’s fiduciary net position as 

a percentage of the total OPEB liability 

 Significant assumptions and other inputs used to measure the 

total OPEB liability and information about the sensitivity of the 

measurement of the net OPEB liability to changes in the 

discount rate and changes in the healthcare cost trend rate. 
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GASB 74 

 New Required Supplementary Information is presented 

for the 10 most recent years. 

 Sources of changes in the net OPEB liability 

 Information about the components of the net OPEB liability and 

related ratios, including the OPEB plan’s fiduciary net position as 

a percentage of the total OPEB liability, and the net OPEB 

liability as a percentage of covered-employee payroll. 

 Actuarially determined contributions, contributions and related 

ratios 

 RSI also requires explanations of changes of benefit terms, 

change in covered member and the use of different 

assumptions. 
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Applicable GASB Statements - 
New 

 

 Statement No. 75 

Accounting and Financial Reporting for 

Postemployment Benefits Other Than 

Pensions 

 Effective Date FY2018  

 This replaces GASB 45 
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GASB 75 

 This GASB deals with how employers record the Net 

OPEB Liability, deferred inflows/outflows, note 

disclosures, and required supplementary information. 

 This is similar to what everyone went through in FY15 

when you implemented GASB 68 on Pensions. 

 Your OPEB plans will be Single Employer Plan. 
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GASB 75 

 Single employers are those whose employees/retirees 

are provided with defined benefit OPEB through single-

employer OPEB plans.  

 The employer has greater control over the benefits 

offered and contribution rates.  Unlike Pension Plans the 

School can significantly change the Total OPEB Liability 

with Plan Design changes. 
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How will the new standards 
impact future financial 
statements? 

 The new standards uses a service based model to 

calculate the total OPEB liability to Record on the 

financial statements. 

 What that means is that the Actuary will calculate the 

Total Liability as of the measurement date which relates 

to the present value of all benefits earned to be paid in 

future periods. 

 They will reduce the Total Liability by the assets held in 

Trust to come up with the Net Liability. 
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How will the new standards 
impact future financial 
statements? 

 One of the assumptions used by the actuary to 

calculate the Total OPEB Liability is the discount 

rate. 

 It is so important that the new standards require a 

note disclosure of the Sensitivity a change in 

discount rate will have on the Net OPEB Liability. 

The difference of just 1% higher or lower is 

significant.  

 How you invest determines the rate. 
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How will the new standards 
impact future financial 
statements? 

 The discount rate should be the single rate that reflects the 

following: 

 a. The long-term expected rate of return on OPEB plan investments 

that are expected to be used to finance the payment of benefits, to 

the extent that 

 (1) the OPEB plan’s fiduciary net position is projected to be 

sufficient to make projected benefit payments and  

 (2) OPEB plan assets are expected to be invested using a 

strategy to achieve that return 

 b. A yield or index rate for 20-year, tax-exempt general obligation 

municipal bonds with an average rating of AA/Aa or higher, to the 

extent that the conditions in (a) are not met. 
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How will the new standards 
impact future financial 
statements? 

 The new standards requires the use of a risk free 

discount rate equal to a AA rated municipal 20 year 

bond as the starting point.  This rate has been 

hovering around 3.0% recently.  

 The actuary will complete an analysis that will 

determine if the Trust Assets will run out of money in 

the future.  This is called the crossover point. 
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How will the new standards 
impact future financial 
statements? 

 The date when the crossover point is reached is the 

date the lower rate is used.  If a Community did not 

have a qualified trust the discount rate used is the 

low rate. 

 If a qualified trust is used then the Actuary will 

calculate a blended discount rate.   

 We expect in most cases the blended rate will be 

lower than the current blended rates. 

 This has the potential to increase the liability 

significantly. 
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Pay-as-you-go Compared to Pre-Funding 

 The following two slides are from the June 30, 2016 OPEB Actuarial 

Valuation that compares the Unfunded Liability if the pay-as-you-go 

method is used to the pre-funding method by making annual 

contributions to the OPEB Trust Fund over a 30 year period. 

 If the District fully funds the liability the discount rate will change 

from 3.5% to 7.0% and the Unfunded Liability will be lowered from 

$25,337,907 to $15,591,240 (a $9,746,667 reduction or 38.4%). 

 To achieve this a level payment to the OPEB Trust of $764,800 

must be made for each of the next 30 years.  

 At this point the Assets in the OPEB Trust will equal the Actuarial 

Accrued Liability (Fully Funded). 

 Under the pay-as-you-go Method the Unfunded Liability will grow to 

$123,376,695 with no assets in the OPEB Trust. 

 A total additional investment of $22,944,000 will save $123,376,695. 
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Most Confusing Issue 
 You do not have to change the pay-as-you-go funding. 

 Only MGL changes will require this. 

 For OPEB, each community has the option to start 

funding the liability or they can do nothing. 

 Some communities are setting aside money for this 

which can be viewed as positive. 

 You do not have to fully fund the liability and can chose 

a lower amount to reduce the unfunded liability. 

 Your decisions will drive the accounting. 
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FY18 Budget 
Superintendent’s Recommendation 

Level Service Budget  
 

What Does “Level Service” Mean? 

Level Service is a continuation of the current programs, 
services and staffing of the District. 

 

For FY18, this represents (vs FY17B): 
 

– An increase to our Gross Operating Expenses 
(Before Offsets) of  $1,237,092 or 4.10%  

and  

– An increase in the Total Assessment to the Towns of 
$339,057 or 1.3%  

 

 



FY18 Budget: Level Service 
Key Assumptions  

• Salary Costs 
– Incorporates a 2.5% COLA increase for all personnel. 

– Incorporates all other contractual salary obligations (e.g. STEPs). 

– Reduction of 4.0 FTE’s  and $225K in salary costs.  

– Incorporates Retirement and Other Staff Replacement salary savings of $187K. 

– Level funds all Grants as compared to FY17. 

• Operating Costs 
– No new Services or Programs. 

– Level funds the majority of operating account categories. 

– Exceptions to level funding include, most notably: 

• Out-of-District Tuition Costs increasing by 35.0% or $717K 

• Special Ed Transportation Costs increasing by 15.6%  or $65K 

• Essex Retirement Pension Fund increasing by 5.4% or $45K 

• Healthcare Premiums increasing by 5.9%  or $137K 

• OPEB Trust Fund increasing by 100% or $40K 

• Capital Projects reducing by 32.7% or <$102K> 

• Excess & Deficiency 
– $569K in Certified E&D being  used “to reduce the amount to be raised by assessment 

by the member Towns during the ensuing Annual Budget Process” (Policy D4021) 

 



FY18 Budget – District Totals 
Level Service Net Assessment Budget 

FY16 BUD FY17 BUD FY18 BUD

General Operating Expense (Before Offsets) 29,343,112$ 30,166,532$ 31,403,624$ 1,237,092$     4.10%

Expense Offsets 1,013,510$   1,016,500$   1,203,808$   187,308$        18.43%

General Operating Expenses (After Offsets) 28,329,602$ 29,150,032$ 30,199,816$ 1,049,784$     3.60%

Debt Service Expense 1,993,488$   2,129,250$   2,092,860$   (36,390)$        -1.71%

TOTAL EXPENDITURES 30,323,089$ 31,279,282$ 32,292,676$ 1,013,394$     3.24%

FY16 BUD FY17 BUD FY18 BUD

Revenues

Chapter 70-Base Aid 3,413,341$   3,457,966$   3,554,656$   96,690$          2.8%

MSBA Debt Service Reimbursement 1,132,065$   1,132,065$   1,132,065$   -$               0.0%

State Transportation Reimbursement 290,000$      331,304$      340,686$      9,382$            2.8%

Medicaid Reimbursement 85,000$        85,000$        85,000$        -$               0.0%

Interest Income 4,000$          4,000$          4,000$          -$               0.0%

Prior Year Unexpended Encumbrances -$              -$              -$              -$               #DIV/0!

Other Non-recurring Income (Including Transp) -$              -$              -$              -$               #DIV/0!

Total Revenues 4,924,406$   5,010,335$   5,116,407$   106,072$        2.1%

Transfers In From Other Funds

Excess and Deficiency 395,781$      555$             568,821$      568,266$        102329.9%

Total Transfers 395,781$      555$             568,821$      568,266$        102329.9%

Total Funding Sources 5,320,187$   5,010,890$   5,685,228$   674,338$        13.5%

Total Expenditures 30,323,089$ 31,279,282$ 32,292,676$ 1,013,394$     3.2%

Less Total Funding Sources 5,320,187$   5,010,890$   5,685,228$   674,338$        13.5%

NET ASSESSMENT including Debt Service 25,002,902$ 26,268,391$ 26,607,448$ 339,057$        1.3%

FY16 BUD FY17 BUD FY18 BUD

Hamilton 16,991,972$ 17,494,749$ 17,401,271$ (93,478)$        -0.5%

Wenham 8,010,930$   8,773,643$   9,206,177$   432,534$        4.9%

NET ASSESSMENT including Debt Service 25,002,902$ 26,268,391$ 26,607,448$ 339,057$        1.3%

Difference

Difference

 Total Expenses

Total Funding Sources

Total Town Assessments

Difference



FY18 Budget  
By School & Support Program 

 
The chart below depicts the allocation of our FY18 Gross Operating 
Expenses, before Offsets, by Budget Office. 
 

FY16 FY17 FY18

 Budget Budget Budget $ %

 

Buker Elementary School 2,156,495$        2,167,398$     2,178,581$     11,184$           0.52%

Cutler Elementary School 2,598,053$        2,603,293$     2,675,546$     72,253$           2.78%

Winthrop Elementary School 3,106,488$        3,074,550$     3,308,681$     234,131$         7.62%

Miles River Middle School 4,083,899$        4,206,134$     4,276,412$     70,279$           1.67%

Regional High School 6,046,714$        6,110,037$     5,927,421$     (182,615)$        -2.99%

Athletics 333,342$           351,555$        355,117$        3,562$             1.01%

Central Office 2,645,805$        2,807,236$     2,816,551$     9,315$             0.33%

District Maintenance 678,052$           717,134$        737,163$        20,028$           2.79%

Fringe Benefits 3,592,913$        3,666,908$     3,879,383$     212,475$         5.79%

Special Education 3,147,437$        3,561,314$     4,350,007$     788,693$         22.15%

Technology 953,912$           900,974$        898,761$        (2,213)$            -0.25%

 

District Totals 29,343,112$      30,166,532$   31,403,624$   1,237,092$      4.10%

Summary By Site & Support Program
Change FY17 to FY18



FY18 Budget 
Summary by DESE Category 

 
The chart below depicts the allocation of our FY18 Gross Operating 
Expenses, before Offsets, by DESE Category. 
 

Summary FY16 FY17 FY18      Change FY17 to FY18

by DESE Category Budget Budget Budget $ %

Administration 1,110,289$                 1,180,023$                 1,135,489$                 (44,534)$          -3.77%

Capital, Operations, Maintenance 2,086,511$                 2,244,431$                 2,228,122$                 (16,309)$          -0.73%

Guidance, Counseling, Testing 1,083,836$                 1,075,072$                 1,065,718$                 (9,354)$            -0.87%

Inst. Materials 862,226$                    857,654$                    873,876$                    16,222$           1.89%

Instructional Leadership 2,761,900$                 2,884,573$                 2,931,318$                 46,745$           1.62%

Insurance, Retirement, Other 3,674,250$                 3,752,986$                 3,978,971$                 225,986$         6.02%

Other Teaching Services 2,315,311$                 2,309,691$                 2,408,619$                 98,928$           4.28%

Prof. Dev. 161,752$                    172,902$                    209,594$                    36,692$           21.22%

Pupil Services 1,844,779$                 2,031,224$                 2,080,527$                 49,303$           2.43%

Teachers 11,467,723$               11,596,360$               11,695,832$               99,472$           0.86%

Tuitions 1,974,534$                 2,061,617$                 2,795,559$                 733,942$         35.60%

Grand Total 29,343,112$               30,166,532$               31,403,624$               1,237,092$      4.10%



FY18 Budget 
Motions for School Committee Budget Vote 

Motion for the FY18 Operating Budget Vote:  

Motion:  The Hamilton-Wenham Regional School Committee approves an FY18 
Total General Fund Expenditures Budget of $32,292,676.  This amount includes 
General Fund Operating Expenses (after Offsets) in the amount of $30,199,816 
and General Fund Debt Service Expenses in the amount of $2,092,860.  
Furthermore, the Gross Operating Expenses of the District (before Offsets) have 
been allocated to the DESE-defined Accounts according to the “Summary by 
DESE Category” chart included in this Budget Presentation dated 2/09/2017.   
 

Motion for the FY18 Budget Assessment: 

Motion:  The Hamilton-Wenham Regional School Committee votes to assess the 
Towns of Hamilton and Wenham a combined total of $26,607,448 as the 
amount necessary to operate and maintain the District, as well as pay debt 
service, for FY18. The District’s Assistant Superintendent shall determine the 
amount apportioned to each Town, and the District’s Treasurer shall certify such 
amounts to the respective Treasurers of each Town within 30 days of this date. 

 
 

 

 

 



3 Year Forecast Model (FY18 – FY20)  
Net Operating Expenses 

(A) (B) (C) (D) FY18 vs FY17 (B vs A) FY19 vs FY18 (C vs B) FY20 vs FY19 (D vs C)

FY17 Budget FY18 Budget FY19 Forecast FY20 Forecast $ Change % Change $ Change % Change $ Change % Change

Base Salary 18,895,522$        19,199,536$        19,743,084$        20,300,221$        304,014$          1.6% 543,548$           2.8% 557,137$           2.8%

Other Salary 606,568$             613,150$             628,479$             644,191$             6,582$              1.1% 15,329$             2.5% 15,712$             2.5%

Other Operating Expenses incl OPEB 6,997,534$          7,751,555$          8,009,944$          8,874,101$          754,021$          10.8% 258,389$           3.3% 864,157$           10.8%

Fringe incl Health Care 3,666,908$          3,839,383$          4,031,352$          4,232,920$          172,475$          4.7% 191,969$           5.0% 201,568$           5.0%

Gross Operating Expenses: 30,166,532$        31,403,624$        32,412,859$        34,051,433$        1,237,092$       4.1% 1,009,235$        3.2% 1,638,574$        5.1%

Operating Offsets (1,016,500)           (1,203,808)           (1,203,808)           (1,203,808)           (187,308)           18.4% -                    0.0% -                    0.0%

Operating Expenses excluding Debt 29,150,032$        30,199,816$        31,209,051$        32,847,625$        1,049,784$       3.6% 1,009,235$        3.3% 1,638,574$        5.3%

Debt Service Expense 2,129,250            2,092,860            2,092,860            1,378,860            (36,390)             -1.7% -                    0.0% (714,000)           -34.1%

Net Operating Expenses including Debt 31,279,282$        32,292,676$        33,301,911$        34,226,485$        1,013,394$       3.2% 1,009,235$        3.1% 924,574$           2.8%

Key Indicators:

# of Students Enrolled at Ocotber 1st 1,815 1,790 1,765 1,740 (25) -1.4% (25) -1.4% (25) -1.4%

Net Operating Expense per Student 17,234$           18,041$           18,868$           19,670$           807$              4.7% 827$               4.6% 802$               4.3%

Student to Teacher Ratio 10.15                10.18                10.15                10.12                0.03 N/A (0.03) N/A (0.03) N/A

Student to Teacher + TA Ratio 7.86                  7.87                  7.87                  7.86                  0.01 N/A (0.01) N/A (0.01) N/A



FY18 Budget 
Timeline & Next Steps 

• November 17, 2016: FY18 Budget Meeting #1 with Finance Committees 

• December 15, 2016: Superintendent’s FY18 Budget Recommendation to SC 

• December 19, 2016: Superintendent’s FY18 Budget Recommendation Book to SC  

• January 5, 2017: FY17 Budget Discussion Continued 

– Special Education 

– Maintenance, Custodial & Facilities 

– Technology 

• January 5, 2017: School Committee Adopts Tentative FY18 Budget 

• January 6, 2017: Mail Tentative FY18 Budget to Towns 

• January 19, 2017: Conduct Public Hearing on FY18 Budget 

• January 19, 2017: FY18 Budget Discussion Continued 

– Middle School 

– High School 

– Athletics 

• January 26, 2017: FY18 Budget Meeting #2 with Finance Committees  

• February 2, 2017: FY18 Budget Discussion Continued 

– Buker Playground 

– Master Plan Update 

– Summary of Administrator Requests (Not in Budget; New Capital) 

• February 9, 2017: FY18 Budget Discussion Concluded 

– OPEB (Discussion to be led by Jim Powers, Partner at Powers & Sullivan) 

– 3 Year Financial Model 

• February 9, 2017: School Committee votes to Adopt FY18 Budget 

• April 1, 2017: Hamilton and Wenham Annual Town Meetings 

 

 


