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Important: This series of bulletins about the upcoming changes to the Governmental Accounting 
Standards Board’s (GASB’s) pension accounting standards is intended to make cities aware of the most 
recent information available at the time of publication. The GASB issued exposure drafts for amending 
Statement No. 25, Accounting and Financial Reporting for Pensions, and Statement No. 27, Financial 
Reporting for Pension Plans, in September 2011.  Although significant changes to the drafts are not 
expected, it is important to emphasize that the GASB is still in deliberations and is continuing to review 
comments and feedback that were received during the comment period. The new GASB statements are 
expected to be issued in June 2012. Information in the “Eye on GASB” is based on what is currently 
known about the exposure drafts and therefore could change. 

 
What Does my City Need to Know about the Proposed GASB Changes? 

1. These proposed standards do NOT affect your annual contribution rate. They affect how 
the pension liabilities and expense are calculated for reporting and disclosure purposes, 
NOT how your city funds its retirement benefits.  

2. Changes would be effective for entities with fiscal years ending on or after June 30, 2014. 

3. The proposed changes are likely to create complex reporting requirements that may require 
the assistance of your city’s auditor, accountant, or other professional with expertise in 
governmental accounting; compliance with these reporting standards is the responsibility of 
the city. We encourage your staff to review the exposure drafts (see previously issued 
summary in the 10/24/11 e-bulletin). 

4. GASB is proposing that the pension liability and expense amounts be developed using the 
Entry Age Normal actuarial cost method. TMRS currently uses the Projected Unit Credit 
actuarial cost method for funding purposes. This means that the liability and expense 
amounts reflected on your city’s financial statements would not be the same as the amounts 
that TMRS’s actuary uses in developing your contribution requirements. The suggested 
changes effectively separate pension accounting (reporting) from pension funding. 
 

5. Currently, the only liability reported in the city’s financial statements is a net pension 
obligation (or asset), which is created when actual contributions made are not equal to the 
actuarially-determined amount. A city’s unfunded actuarial accrued liability is only  
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disclosed in the notes to its financial statements, within the Schedule of Funding Progress, 
based on the actuarial valuation date (which is the Plan’s or TMRS’ fiscal year-end, 
December 31).  But under the proposed standards, cities would be required to record a net 
pension liability (or asset) in their financial statement, as of the city’s fiscal year-end; this 
liability could be considerably higher than the current net pension obligation. 

6. Pension assets are currently valued using the actuarial value (i.e., smoothed market value) 
standard. The GASB proposed standards require the use of fair market value of plan net 
assets. This difference means more volatility in the net pension liability and pension 
expense.  

7. As TMRS learns more, we will assist cities however we can and provide information through 
general announcements, mailings to finance officers, seminars, and web postings. 

 

For complete details about the status of GASB changes and related issues, go to www.gasb.org. 
The 9/29/11 TMRS e-bulletin included an item describing the changes in more detail, and the 
10/24/11 e-bulletin described comments sent to GASB, including TMRS’ letter. These comments 
may be viewed at the comment letters page of the GASB website. 

http://www.gasb.org/
http://www.gasb.org/jsp/GASB/CommentLetter_C/GASBCommentLetterPage&cid=1176157116776&project_id=34-E



