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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. While this series is mainly concerned with the 
status of Statement No. 25, Accounting and Financial Reporting for Pensions, and Statement No. 27, 
Financial Reporting for Pension Plans, we do cover other GASB issues. This bulletin discusses a 
Preliminary View on economic condition reporting.  

 
GASB Seeks Public Comment on Financial Projections 
The Governmental Accounting Standards Board (GASB) is seeking public comment on its proposals, which 
are outlined in its November 29, 2011, Preliminary Views, “Economic Condition Reporting: Financial 
Projections.” In this Preliminary Views (PV) release, GASB proposes that state and local governments 
should present five-year projections of cash inflows, cash outflows, and financial obligations as Required 
Supplementary Information following the notes to the entity’s financial statements. According to GASB, 
“The objective of this requirement is to better enable taxpayers, bond holders, and other interested 
parties to assess a government’s financial health — it’s important to understand whether governments 
are on a financially sustainable path.”  

According to GASB, information currently provided in financial statements does not specifically report on 
the sustainability of government finances. GASB argues that users need forward-looking information to 
assess fiscal sustainability, defined by GASB as “a government’s ability and willingness to generate 
inflows of resources necessary to honor current service commitments and to meet financial obligations 
as they come due, without transferring financial obligations to future periods that do not result in 
commensurate benefits.” 

In the PV, GASB proposes five components are necessary to assess a governmental entity’s fiscal 
sustainability: (1) projections of total cash inflows and major individual cash inflows; (2) projections of 
total cash outflows and major individual cash outflows; (3) projections of total financial obligations and 
major individual financial obligations, including bonds, pensions, other postemployment benefits (OPEB), 
and long-term contracts; (4) projections of annual debt service payments; and (5) narrative discussion of 
the major intergovernmental service interdependencies that exist.   



The GASB research team has identified projection of financial obligations as an “entity’s ability to meet 
financial obligations and its ability to achieve intergenerational equity.” GASB recognizes that 
outstanding debt represents only one form of major long-term financial obligations ― and state and local 
governments already disclose debt service requirements in their financials. However, GASB believes that 
providing projections of major non-debt financial obligations, such as unfunded actuarial accrued 
liabilities for pensions and OPEB, would assist users of financial reports in evaluating how much of an 
entity’s resources will be needed to fund those obligations and what future requirements might be 
placed on the government. 

GASB follows due process procedures before issuing standards; as part of these procedures, the GASB 
issues PVs, which set forth and seek comments on the GASB’s current views at a relatively early stage of 
a project; respondents and even the GASB members themselves may be divided on the issues being 
considered. A PV presents the majority of GASB members’ current views and also presents alternative 
views. 

Why are these Preliminary Views important to TMRS cities? This set of proposed requirements has the 
potential to require significant additional information in your city’s annual financial report, including 
additional pension disclosures, and we want to keep you aware of these possible changes. Because the 
PV is in the initial comment phase, any modification of GASB statements (issuing new standards) may or 
may not happen. 

The GASB is seeking public comments on these Preliminary Views through March 16, 2012, before 
considering whether to develop new standards. Your city may wish to submit comments by e-mail 
(director@gasb.org) or traditional mail. The complete PV may be downloaded free from this link on the 
GASB website. 

 
For complete details about the status of GASB changes and related issues, go to www.gasb.org. 
Information in the “Eye on GASB” is based on what is currently known about GASB proposals and 
therefore could change. 
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