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Fact sheet
Proposed Government Accounting Standards Set to Burden Public Employers

 
The Governmental Accounting Standards Board (GASB) has proposed changes to its accounting standards for governmental plans and public employers. The proposals will significantly change pension accounting and financial reporting for state and local governments including schools, at a time when liabilities and public pensions are under increased scrutiny. 

What Is GASB?  

GASB sets standards for accounting and financial reporting, and is concerned with pension obligations and attribution of expenses. Once its proposed changes are accepted, they become industry standards that government agencies are generally required to follow.

Current Reporting Practices

Employers are required to report information related to pension expenses on their financial statements.  CalPERS regularly prepares detailed information regarding pension plan funding as part of its rate setting process. Currently, expense and funding data are closely aligned.  Because of this, CalPERS actuarial staff can easily provide data to assist employers with their financial reporting obligations.  The GASB proposal will change this, creating extra work and expense for employers. 
the cost of compliance may significantly impact employers
Employers’ costs will increase.  It is likely employers will have to engage an independent actuary or CalPERS for the work necessary to meet the extensive new reporting requirements.  Today, CalPERS actuarial data regarding plan funding can be used by employers to assist in their financial reporting requirements. Going forward, that may not be the case.  Because the proposed rules are different from the funding methods used by CalPERS to set rates, CalPERS has serious concerns about its ability to conduct this work for employers in the timeframe set out by GASB.    

employers may be at risk of non-compliance
Under the current GASB proposal, some employers would need to implement the requirements in their financial statements beginning with Fiscal Year 2012-13.  If government employers are not prepared for the change, it could result in the employer being non-compliant with GASB accounting standards.  This could jeopardize employers’ ability to issue bonds.

unfunded liabilities will be required on employers’ balance sheets
Employers will be required to report on their financial balance sheet their net pension liability, i.e., the unfunded liability for the pension benefits promised to current employees, retirees, and their beneficiaries.  

reported pension expenses of employers will be more volatile
Reported pension expenses and liabilities are likely to increase at first under the proposed rules, and the pension expense will be highly volatile from year to year.  This will increase the difficulty in planning and budgeting during these tough economic times.

These Proposed Changes impact your agency, but There is still time to comment.  If you have concerns with the proposed changes, we urge you to submit comments by the september 30 deadline at the link below.
http://www.gasb.org/jsp/GASB/Page/GASBSectionPage&cid=1175804830991 
Public hearings will take place october 13 and 14. Participation is limited and registration is required.  learn more:
http://www.gasb.org/jsp/GASB/Page/GASBHomePage&cid=1175804792590 
