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GASB 67/68 – Timeline 

2009 2010 2011 2012 2013 2014 

 Statements 67 & 68 approved in June, published in August 

– GASB 67: financial reporting for pension plans; replaces GASB 25 

– GASB 68: financial reporting for employers; replaces GASB 27 

 Followed a multi-year project of comments, preliminary views, 

exposure drafts, and field testing 

 Implementation guides to follow 

 OPEB next? 
 

March 2009 
Invitation to 
Comment 

June 2010 
Preliminary 

Views 

June 2011 
Exposure 

Drafts 

June 2012 
GASB 67/68 
Approved 

June 2013 
(expected): 
GASB 67 

Implementation 
Guide 

Jan 2014 
(expected): 
GASB 68 

Implementation 
Guide 
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Overview of the Statements 
Scope 

 GASB 67/68 apply to retirement income 

– Also apply to certain other benefits (for example death and disability 

benefits) if provided through a pension plan 

 Statements do not apply to post-employment healthcare benefits  

– GASB 45 

 Pension plans must meet certain criteria 

– Contributions and earnings are irrevocable 

– Assets are dedicated to providing benefits to plan participants 

– Assets are protected from creditors of the employer 

• In the case of a DB plan, assets are also protected from the creditors of 

participants 
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Overview of the Statements 

 Current statements (GASB 25/27) define the annual pension 

cost as the Annual Required Contribution (ARC), unless there is 

a Net Pension Obligation (NPO). 

– In general, actuarial assumptions and methods used to calculate 

funding requirements should also be used in calculating ARC, 

unless they don’t comply with GASB. 

– ARC is calculated as the sum of the normal cost and a payment to 

amortize the Unfunded Actuarial Accrued Liability (UAAL) over a 

period of no more than 30 years. 

– If there is a NPO, annual cost equals ARC + interest on the NPO + 

an “adjustment to the ARC.” 

• The adjustment is to remove from the ARC amounts already reflected in 

the NPO. 



5 

Overview of the Statements 

 Current statements define the balance sheet liability as the Net 

Pension Obligation (NPO) 

– NPO is calculated as the cumulative difference between annual 

pension cost and the employer’s contributions to a plan  
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Overview of the Statements 

 The new statements represent a complete overhaul of the 

previous (GASB 25/27) approach to public plan accounting 

 Most notable change (arguably)  “Divorcing” accounting from 

funding 

– GASB 25/27 prescribed accounting parameters that could be 

consistent with an appropriate funding approach 

• Arguably, following the old standard was not a sufficient condition for 

appropriate funding, but may have been interpreted that way at times 

– GASB has made clear they do not intend the new standards to 

provide the basis for funding policies 

• Emphasis is on comparability between reporting entities 
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Overview of the Statements 

 GASB 67/68 also shifts primary focus from expense to balance 

sheet 

– Prior standards focused on “Annual Required Contribution (ARC)” 

and employers’ contributions relative to ARC 

• A liability only appeared on employer’s balance sheet to the extent the 

employer did not contribute an amount equal to the ARC 

– New standard assigns a plan’s unfunded liability to the balance 

sheet of employer(s) who are responsible for funding the plan 
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Overview of the Statements 

New Terminology 

 Total Pension Liability (TPL)  

– Actuarial Accrued Liability calculated in accordance with statements 

(traditional EAN, “blended” discount rate) 

 Fiduciary Net Position (FNP) 

– Market value of plan assets 

 Net Pension Liability (NPL) 

– TPL less FNP; aka the Unfunded Actuarial Accrued Liability 

 Deferred inflows and outflows of resources 

– Accounts holding unrecognized changes in NPL 

– Essentially unrecognized gains (deferred inflows) and losses 

(deferred outflows)  
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Overview of the Statements 

New Terminology 

 Actuarially Determined Contribution (ADC / ADEC?) 

– Contribution target determined in accordance with ASOPs 

• Note that ASOPs do not define such a thing 

– If calculated for a plan, reported in Required Supplementary 

Information (RSI), in comparison to actual contribution 

 Special Funding Situation 

– Occurs when non-employer entity is legally required to make 

contributions to plan and meets specified criteria 
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Overview of the Statements 
Old Terminology (still used) 

 Single-employer pension plan 

– Plan provides benefits to employees of only one employer 

 Multiple-employer pension plan 

– Agent pension plan 

• Assets pooled for investment, but separate accounts tracked and each 

employer’s share of assets can only pay benefits for its employees 

– Cost-sharing pension plan 

• Obligations are pooled and plan assets can pay benefits of employees of 

any employer 
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Overview of the Statements 
Timing and Effective Dates 

 GASB 67 

– Plan reporting must present results as of plan’s fiscal year-end 

• Either using a valuation at that date or roll-forward from a valuation date 

no more than 24 months before plan’s FYE 

 GASB 68 

– Employer’s Reporting Date is employer’s FYE 

– NPL is measured at “Measurement Date”, which can be up to one 

year earlier than Reporting Date 

• Shown at Reporting Date without adjustment (change from Exposure 

Drafts – very important for cost-sharing employers) 

– TPL is based on valuation either at Measurement Date or rolled 

forward from date not more than 30 months and 1 day before FYE 
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Overview of the Statements 
Timing and Effective Dates 

 Actuarial valuation required every two years, but more frequent 

is encouraged 

 Effective dates 

– GASB 67 

• Effective for plan fiscal years beginning after June 15, 2013 (e.g., FYE 

June 30, 2014) 

– GASB 68 

• Effective for employer’s fiscal years beginning after June 15, 2014 (e.g., 

FYE June 30, 2015) 
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Overview of the Statements 
Requirements 

 The statements specify information to include in four areas of a 

plan’s or employer’s financial reporting: 

– Financial Statements 

– Notes to Financial Statements 

– Required Supplementary Information 

– Notes to the Required Schedules 

 Detailed outline of requirements in the appendix 

 Similar or identical required items recur frequently in statements 

– Typically, distinctions made between appropriate location based on 

employer or plan type (Single, Agent, Cost-Sharing) 

• Whether item appears in plan or employer financials, for example 
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Overview of the Statements 
Requirements 

 Significant schedules or required items: 

– Assumptions/inputs to determining TPL 

• Includes detail on discount rate determination and +/- 1% sensitivity 

– 10-year schedules: 

• Changes in NPL 

• TPL, FNP, NPL, funded status, covered payroll, and NPL as % of payroll 

• Schedule of ADC (if applicable), including comparison to actual 

contributions 

• If no ADC and contributions statutory/contractual, schedule of such 

amounts compared to actual contributions 

• Money-weighted rate of return 

– Balances of deferred outflows/inflows and scheduled recognition 
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Key Areas – Discount Rate 
 

 One of the most notable aspects of the new standards is the 

conception of the discount rate to be used 

 Represents a “blended” rate equivalent to combination of: 

– Long-term expected rate of return on assets (LT-ROR) 

• Used to the extent plan assets are projected to be sufficient to meet 

benefit payments 

– 20-year tax-exempt municipal bond yield or index rate 

• Applied after projected crossover point where plan assets don’t cover 

benefit payments 

 Discount rate is single rate producing same actuarial present 

value (PVB) as the combination of rates described above  
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Key Areas – Discount Rate 
Projection of assets and benefit payments 

 The projection of assets and benefit payments used to assess 

the “crossover point” is critical in establishing the discount rate 

 GASB prescribed rules for treatment of cash flows 

– Projection of plan’s FNP (assets) incorporates all contributions 

intended to pay for benefits of current members 

• Includes all contributions from current active members 

• Could include contributions made on payroll of future members, if these 

are clearly financing benefits of current member (e.g., UAAL rates for 

legacy tier that is charged across all payroll, including new tier) 

– Does not include: 

• Contributions for service costs of future members 

• Any contributions from future members, unless expected to exceed 

service cost of those members 
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Key Areas – Discount Rate 
Projection of assets and benefit payments 

 Projection of contributions: 

– If  there exists a formal written funding policy or a statutory or 

contractual requirement, then professional judgment applied 

• Must consider five-year contribution history as a “key indicator of future 

contributions” 

– Otherwise, projected contributions limited to average of 

contributions over most recent five years 

• May be modified based on subsequent events 

– Basis of average (e.g., percent of pay vs. percent of ADC) up to 

professional judgment 



18 

Key Areas – Discount Rate 
Implications 

 For plan sponsors with established, sound funding policies, 

there may be little or no change compared to rate used currently 

– If assets and contributions projected to be sufficient, LT-ROR used 

as final discount rate 

 For plans with inadequate funding policy, the discount rate under 

the new standard likely to be much lower and will significantly 

mark up plan’s liabilities 

– Recent estimate of muni bond rates in 3.5% - 4.0% range 

 May put an emphasis on establishing and documenting funding 

policy 

 May draw significant attention to actuary’s projection of cash 

flows and crossover point 
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Key Areas – Discount Rate 
Disclosures 

 Significant information about discount rate assumption and 

development is required 

– Assumptions about plan cash flows 

– Asset allocation and real rate of return for all asset classes 

(identified as arithmetic or geometric) 

– Source of muni bond rate 

– Period LT-ROR applies and period muni rate applies (if any) 

 In addition, effect on TPL of +/- 1% change in discount rate is 

required 
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Key Areas – Discount Rate 
Additional Observations 

 Long-term rate of return assumption is defined as net of 

investment expense but without reduction for administrative 

expenses 

– If a plan traditionally deducts admin expenses from funding discount 

rate, could end up with, for example 

• 7.50% funding discount rate (reflecting assumed 15 bp in admin 

expenses) 

• 7.65% GASB LT-ROR assumption 

 GASB standard points to very long time frame for LT-ROR 

– Time from when a member starts service until receives last benefit 

payment (maybe 50-60 years?) 

• In a mean-variance (ASOP 27) approach to ROR, using such a long 

period would not change median, but would narrow the ranges 
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Key Areas – Funding Method 
 

 Statements require “traditional” Entry Age cost method 

– Level percentage of pay 

 Fiduciary Net Position (FNP) is the market value of assets 

– No smoothing 
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Key Areas – Expense Recognition 
 

 Employers recognize the change in their NPL in current period, 

except for limited deferrals: 

 

Expense  =    Service cost 

                  +  Interest on TPL  

                  +  Plan changes (recognized immediately) 

                  +  Changes in FNP from other than investments 

                      (e.g., admin expenses, member contributions) 

                  -  Projected earnings on plan investments 

                 +/- Recognition of portion of deferred inflows/outflows 



23 

Key Areas – Expense Recognition 
 

Deferred recognition items: 

 Recognized over closed period = expected remaining svc 

(actives and inactives) 

– Economic/Demographic gains or losses 

– Changes in assumptions or inputs 

– Cost-sharing ERs only: change in proportionate share or difference 

between ER contributions and share of total contributions 

 Recognized over closed five-year period 

– Difference between projected and actual investment earnings 

 Both approaches require “systematic and rational methods” 

– Straight-line or level percent of payroll both acceptable 
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Key Areas – Expense Recognition 
 

 The expected remaining service period used for amortization is 

specified as reflecting both active and inactive employees 

 What is the expected remaining service for an inactive?  

– The “Basis for Conclusions” section of GASB 68 includes a 

comment  that “inactive employees have no remaining service 

period”  argues for 0 years 

– What if a plan is entirely inactive?  Would require division by zero 

• Some have argued 1 year is more appropriate given purpose of the 

calculation 
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Key Areas - RSI 
 
 Standards require 10-year schedules in Required 

Supplementary Information 

– Exact requirements and location differ some depending on 

plan/employer situation (cost-sharing vs. single/agent; existence 

of ADC) 

 In general, requirements include 10-year schedules of: 

– Changes in NPL (or proportionate share) 

– FNP, TPL, funded status and NPL as percentage of payroll 

– ADC (if applicable) and comparison to actual contributions and 

payroll 

– Statutory/contractual contributions (if applicable) and comparison 

to actual contributions and payroll 

– Money-weighted return (plan’s RSI) 
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Key Areas - RSI 

Observations 

 Money-weighted return required to be determined with inputs at 

least as frequent as monthly 

 In general, 10-year schedules not required to be built 

retroactively 

– However, GASB 67 requires the ADC schedule (if applicable) to be 

presented in full at implementation 
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Funding Policies Under GASB 25 / 27 
 

 In what ways are funding policies currently established? 

– Actuarially developed 

• Variety of cost methods 

• Contribute the GASB 25 / 27 Annual Required Contribution (ARC) 

– State law 

– City council or county commission mandate 

– Bargaining agreement 

 How formal is the policy’s documentation and development? 

– Many are no more formal than “we contribute the ARC” 
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Funding Policies Under GASB 25 / 27 
 

 With either the actuarial or legislative approach, funding and 

ARC are often the same 

 Encouraged by the structure of GASB 25 / 27 

– Significant flexibility in developing the ARC  

• Includes permanent negative amortization 

• You can pay either a lot…or just a little…and still have “contributed 

your actuary’s number” under 25 / 27 

– Strong financial reporting incentives to harmonize policies 

• Regular ARC contributions avoid any balance sheet liability 
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Funding Policies Under GASB 67 / 68 
 

 With 67 / 68, GASB  has formally separated financial reporting 

and funding policies 

– Informal policies have to been asked to pack up their things and 

go no later than 2015 

– This gives sponsors lacking formal policies some time to get their 

funding policies in order 

 Not giving sponsors cover to hide behind the reporting 

standards and, by association, the actuary’s calculations is a 

clear GASB objective 

 Failure to adopt formal policies can have negative 

consequences 
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Funding Policy Best Practices 
 

 Look at resources vs. obligations, not just funded status 

– Fair value + future contributions versus PVPB 

 Measures to assess policy risks due to variance 

– Display multiple economic scenarios 

• Stochastic modeling or inclusion of one-year shocks 

– GASB 68 expense calculation may encourage riskier assets due 

to an EROA component that is similar, but not identical, to FAS 87 

 Avoid 

– Negative amortization 

– Policies that would not converge to 100% funded status if 

assumptions are met 

– Policies that are inequitable generationally 
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Client Reactions? 
 

 A few that we have seen include: 

– Concern over potential for larger and more volatile financial 

statement entries 

– Concern over keeping “two sets of books” (i.e. accounting vs. 

funding) 

 Others? 
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Appendix 
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Outline of the Statements 
Requirements – GASB 67 

 Financial Statements 

– Statement of Fiduciary Net Position  

– Statement of Changes in Fiduciary Net Position  

 Notes to Financial Statements 

– All Plans: 

• Plan description 

• Plan investments 

– Includes reporting money-weighted rate of return 

• Receivables (if applicable) 

• Allocated insurance contracts (if applicable) 

• Reserves (if applicable) 

• DROP balances (if applicable) 
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Outline of the Statements 
Requirements – GASB 67 

 Notes to Financial Statements (continued) 

– Single-ER and Cost-Sharing Plans: 

• Exhibit showing TPL, FNP, NPL, and FNP as percentage of TPL (i.e. 

funded status) 

• Assumptions and inputs to measuring TPL 

– Discount rate determination detail and sensitivity to +/- 1% change 

• Date of actuarial valuation and mention of roll-forward (if applicable) 
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Outline of the Statements 
Requirements – GASB 67 

 Required Supplementary Information (Single-ER and Cost-

Sharing Plans) 

– 10-year schedule of changes in NPL 

– 10-year schedule of TPL, FNP, NPL, funded status, covered payroll, 

and NPL as % of payroll 

– 10-year schedule of ADC (if applicable), including comparison to 

actual contributions 

– 10-year schedule of money-weighted rate of return 

 Required Supplementary Information (Agent Plans) 

– 10-year schedule of money-weighted rate of return 
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Outline of the Statements 
Requirements – GASB 67 

 Notes to the Required Schedules 

– Significant methods and assumptions used in calculating ADC (if 

applicable) 

– Information on any factors affecting trends in items reported in RSI 

• For example, changes in benefits or assumptions 
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Outline of the Statements 
Requirements – GASB 68 

 Financial Statements – Balance sheet 

– Single/Agent employer 

• Recognize NPL 

– Cost-sharing employer 

• Recognize proportionate share of collective NPL 

 Financial Statements – Income statement 

– Single/Agent employer 

• Recognize changes in NPL with limited deferrals 

– Economic gain/loss or assumption change over average expected remaining 

service of all employees (active and inactive) 

– Difference between expected and actual earnings recognized over 5 years 

• Amounts not yet recognized reported as deferred outflows/inflows 

Note: This outline covers 
employers using “economic 

resources focus and 
accrual accounting 

approach”.  Does not reflect 
considerations for a Special 

Funding Situation.  
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Outline of the Statements 
Requirements – GASB 68 

 Financial Statements – Income statement 

– Cost-Sharing employer 

• Recognize proportion of collective plan expense and deferred 

outflows/inflows  

• Recognize over average expected remaining service for: 

– Change in proportionate share 

– Difference between employer’s contributions and proportionate share of all 

contributions  
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Outline of the Statements 
Requirements – GASB 68 

 Notes to Financial Statements 

– Aggregate total NPL for all plans of employer 

– Plan description 

– Information about NPL 

• Assumptions/inputs, including discount rate and sensitivity 

– Plan’s FNP 

– Changes in NPL 

– Balances of deferred outflows/inflows and scheduled recognition 

– ER’s proportionate share of NPL (cost-sharing ER only) 
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Outline of the Statements 
Requirements – GASB 68 

 Required Supplementary Information (Single/Agent employers) 

– 10-year schedule of changes in NPL 

– 10-year schedule of TPL, FNP, NPL, funded status, covered payroll, 

and NPL as % of payroll 

– 10-year schedule of ADC (if applicable), including comparison to 

actual contributions 

– If no ADC and contributions statutory/contractual, 10-year schedule 

of such amounts compared to actual contributions 
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Outline of the Statements 
Requirements – GASB 68 

 Required Supplementary Information (Cost-sharing employers) 

– 10-year schedule of  proportionate TPL, FNP, NPL, funded status, 

covered payroll, and NPL as % of payroll 

– If contributions statutory/contractual, 10-year schedule of such 

amounts compared to actual contributions 

 

 Notes to the Required Schedules 

– Significant methods and assumptions used in calculating ADC (if 

applicable) – [Single/Agent employers only] 

– Information on any factors affecting trends in items reported in RSI 

• For example, changes in benefits or assumptions 


