


Letter of Comment No. 234 
File Reference:  34-E 
Date Received:  10/14/11 
UPDATED 10/24/11

reports, including the reports of special entities. F ASB Statement 87 is based on an entirely 
different approach. It is not and was not intended to be a funding methodology; it specifically 
separates accounting and funding measurement, and it focuses on current, point-in-time, 
standardized measures of pension information. The Board believes that to accept two such 
different standards of pension accounting in government is unacceptable conceptually and would 
serve only to confuse users of governmental financial reports." 

The requirements of the EDs are counter to many of the bases for conclusions cited by the Board 
for the implementation ofGASB Statement No. 27. 

Comment 2: The notes to the financial statements should continue to be used to disclose 
pension liabilities instead of reporting these liabilities in the financial statements. GASB 
Concepts Statement 4, paragraph 17, defines liabilities as "present obligations to sacrifice 
resources that the government has little or no discretion to avoid." The accuracy of the estimates 
for pension liabilities is highly uncertain as these liabilities are based on several unknown factors 
far into the future and governments can (and have) made plan changes which impact these 
liabilities. 

GASB representatives have indicated that the changes in the EDs may also be applied to Other 
Post Employment Benefit (OPEB) Plans. Net positions of many governments would be 
significantly reduced from the recognition of these estimated liabilities, too, which may not 
accurately depict the financial position ofthe government entity. 

Comment 3: Pension expense calculated based on the EDs would be more volatile than the 
current standard. This volatility contradicts the long-term perspective of the current standards 
and would result in significant fluctuations in changes in net position (net income) unless 
regulatory accounting is used to manage these fluctuations. The results of the pension field test 
for OPPD resulted in annual pension expenses ranging from $22 million to $64 million, 
depending on the number of years of previous experience included in the calculation upon 
implementation. Gains and losses should have longer amortization periods consistent with the 
long-term perspective for these plans. Changes in active member benefits should be recognized 
over the active members' average remaining service life instead of immediately expensed. The 
current standard does not result in these significant fluctuations. 

Comment 4: The EDs do not provide clear guidance on the transition rules as to whether 
previous year's experience should be included in the calculation of pension expense upon 
implementation. 

Comment 5: The EDs do not provide guidance for the financial transactions to include the 
pension liability in the financial statements upon implementation. 

Comment 6: The EDs do not provide clear guidance for the use of regulatory accounting to 
offset the pension liability upon implementation and to manage the impact on rates for customer­
owners after implementation, similar to the guidance provided in other standards. The inclusion 
of this liability in the financial statements will result in a significant decrease in net position 
unless regulatory accounting can be used to offset this liability with a regulatory asset. 
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Comment 7: The use of the actuarial value of assets (under the current standards) instead of the 
market value of assets (under the EDs) when detennining the plan's net pension liability is 
consistent with the long-tenn perspective. The market conditions now and in the last few years 
reinforce the importance of using a long-tenn perspective for pension plans. 

Comment 8: The EDs provide for the use of a tax-exempt, high-quality municipal bond index 
rate in calculating the single discount rate when the plan's net position is projected to be 
insufficient to pay benefits. A taxable municipal bond rate would be more appropriate in this 
circumstance as any debt issued by governments for pension obligations will be the taxable rate. 

Comment 9: The implementation dates should be delayed to provide sufficient time to prepare 
for any changes and to educate stakeholders as these EDs are radically different from the current 
standards. 

Comment 10: There have been GASB communications that if ten years of historical infonnation 
is not readily available, the infonnation does not have to be disclosed. We appreciate this 
exception as requiring the ten years would be overly burdensome and excessive. 

Comment 11: There are several proposed changes which we agree with including the use of a 
single actuarial method to promote comparability with other governmental entities. We also 
agree with the inclusion in the notes infonnation on target allocations, projected real rates of 
return and the sensitivity of liabilities to changes in the discount rate assumption. 

Conclusion 
The current standards have provided sound guidance for both the accounting and funding for 
pension plans. The bases for conclusions for these statements are still relevant. Minor revisions 
to the existing standards would be preferred instead of the implementation of all of the proposed 
changes in the EDs. 

OPPD appreciated the opportunity to participate in the field test and provide these comments. 

Sincerely, 

6~1~ 
G4.amik 

Division Manager - Corporate Accounting and Controller 
Omaha Public Power District 
444 South 16th Street Mall 
Omaha, NE 68102 




