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Introduction

As stated in the Public Entity’s Retirement Board of Authority’s (RBOA) By-law objectives the
Public Entity establishes a Trust for the pre-funding of its OPEB liabilities and to comply with
the requirements of GASB Statements No. 43 & No. 45 and to create a retirement system that
complies with the California Constitution and Government Code provisions related to such
systems with a Governing Board (referred to as the “Retirement Board of Authority” (RBOA) )
consisting of officials of the public entity.

In order to capture the full essence of the “Process” the Public Entity has decided to implement,
in order to be in full compliance with the GASB guidelines, the development of a GASB 43 &
45 Comprehensive Compliance Plan and “Substantive Plan™ policies, procedures and on-going
maintenance process which is the step that is to be taken in order to accumulate the
documentation for the understanding between the employer and the plans eligible members
which consist of retirees and possibly the dependents of the Public Entity.

What are the Comprehensive Plan and “Substantive Plan”?

What are the GASB 43 & 45 Comprehensive Compliance Plan and “Substantive Plan?”” GASB
43, Paragraphs 4, 16-40 defines the “Substantive Plan” as a plan through which assets are
accumulated and benefits are paid as they come due in accordance with an agreement or
understanding between the employer, eligible plan members and potentially their eligible
beneficiaries.

Pursuant to the Implementation Guide for GASB 43 & 45 Q. 213, a Written Comprehensive Plan
Document “may provide the best evidence of what the “Substantive Plan™ 1s ... as it fully and
accurately reflects the understandings of the parties.” (Parties being the employer and eligible
plan members)

The GASB Implementation Guide Page 18 Q. 56 states, “Usually, the written plan is the best
evidence of the terms of the exchange.” (I.e. employee service requirements for plan benefits)

The Comprehensive Compliance Plan is an extension of and inclusion of the “Substantive Plan”
that incorporates the on-going documentation of the Public Entities development and
implementation of a GASB compliance plan. As the development of a GASB plan rolls out there
1s more activity to be documented that was anticipated under the GASB guidelines. The
Comprehensive Compliance Plan is a summary of the GASB guidelines and additional activities
that go into the makeup of a Public Entities GASB compliance process
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Components of the Comprehensive Compliance Plan and “Substantive Plan”
Process

> The Comprehensive Compliance Plan and “Substantive Plan” must reflect the understandings
of the parties.

> A comprehensive written plan document will be established that fully and accurately reflects
the understandings of the parties as the "...best evidence of what the Comprehensive Compliance
Plan and Substantive Plan 1s."

> A comprehensive written plan document must reflect a financial structure and also a benefit
design structure per GASB 43 & 45 mandates.

> A comprehensive written plan document should integrate all "understandings of the parties”
including Financial, Benefit Design, Regulator, Fiduciary and Conflict of Interest specifications.

>Specifics of the Comprehensive Compliance Plan and “Substantive Plan” are to be
communicated to all.

> The Comprehensive Compliance Plan and “Substantive Plan” are to be updated as necessary.

> A copy of the Comprehensive Compliance Plan “Substantive Plan” is to be made available
upon request

What is included in the Comprehensive Compliance Plan and “Substantive
Plan”?

A comprehensive written plan document should integrate all "understandings of the parties"
including Financial, Benefit Design, Regulatory, Fiduciary and Conflict of Interest
specifications

A. GASB positions Financial Reporting & Accounting in context of the Comprehensive
Compliance Plan and “Substantive Plan.”

GASB Statement 43, Paragraph 4 & 16-33 references defined accounting and financial reporting
schedules 1n the framework of the “Substantive Plan.”

Financial reporting and accounting schedules would best be understood as written provisions of a
comprehensive plan document, as stated in the GASB Implementation Guide Q 213.
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B. GASB positions Benefits to be provided in the context of the Comprehensive Compliance
Plan and “Substantive Plan.”

GASB Statement 43, Paragraphs 33-40 and the applicable Appendix 3 #13 states that “the
actuarial present value of total projected benefits should include all benefits to be provided to
plan members or beneficiaries in accordance with the current “Substantive Plan” at the time of
each valuation, including any changes to the plan terms that have been made and communicated
to employees.”

C. GASB positions Core Funding Standards in relation to the Annual Required
Contribution (ARC) in the context of the Comprehensive Compliance Plan and
“Substantive Plan.”

GASB 43, Paragraph 4 presents the core funding requirements for meeting the standards in
relation to the Annual Required Contribution (ARC). These standards are set forth in the
framework of the “Substantive Plan” and the best evidence of this is a Comprehensive
Compliance Plan Document.

D. Integration of GASB 43 & 45 with required California Government Code Provisions.

A written Comprehensive Plan Document is the only means of integrating the required
provisions of California Government Code regulatory standards for the payment of retiree
healthcare benefits with GASB Statement guidelines (California Government Code Sections
53620-53622)

A written Comprehensive Plan Document 1s the only means of integrating defined Fiduciary
Standards for plan asset stewardship & investment management per the California Government

Code with GASB 43 & 45 Statement Guidelines (California Government Code Sections 53601,
53608, 53620, 53622, and 53635)

Based on the above cited authority, the totality of the GASB 43 & 45 Statements &
Implementation Guide, an outline of what is understood directly and by reference which items
are to be located in the Public Entities multiple Comprehensive Compliance Plan and
“Substantive Plan” Volume binders 1s attached to the White Paper”.
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What is the Process for Maintaining Volume’s I, Il III and IV of the Public
Entities Comprehensive Compliance Plan and “Substantive Plan”?

Development of the Public Entities Comprehensive Compliance Plan and “Substantive Plan”
does not cease once Volume’s I, I, II and IV are created and finalized as illustrated above. The
Comprehensive Compliance Plan and “Substantive Plan” process of “On-going Maintenance”
for the Public Entities Comprehensive Compliance Plan and “Substantive Plan™ Process is the

responsibility of the RBOA members. The following process 1s to be implemented, in order, to
ensure that the diligent updating of the Comprehensive Compliance Plan and “Substantive Plan”
takes place:

> All Retirement Board of Authority (RBOA) members will read and review each binder of
documentation maintained in the District’s three ring binders

> All GASB compliance pertinent memos, letters and other internal communications are to be
directed to and saved electronically whenever possible in a “To Be Reviewed Comprehensive
Compliance Plan and “Substantive Plan™ folder™.

> Copies of GASB compliance pertinent memos, letters and other internal and external
communications are to be distributed electronically when possible to the RBOA members prior
to the next scheduled RBOA meeting for review and recommendation by the RBOA members as
to which communication pieces are to be placed in one of the Public Entities binders.

> Service Vendor Account Manager will visit the Public Entity approximately twice a year
about four weeks after each RBOA meeting to update the Comprehensive Compliance Plan and
“Substantive Plan” binders.
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