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NHRS for full-time teachers, police 
and firefighters, contribution rates, 
funding status, financial trends, and 
retirement reform measures are already 
considered in rating criteria. A recent 
Moody’s Investment Service release 
regarding public pension data stated, 
“we have always incorporated pensions 
into our credit analysis where we have 
been aware of significant unfunded li-
abilities.” Therefore, it is expected that 
the implementation of Statement 68 
should not have an immediate impact 
on municipal credit ratings. 

However, Moody’s has also indicated 
their intent to make further “adjust-
ments” to the pension data as reported 
under Statement 68, stating “… we be-
lieve the adjustments we are adopting pro-
vide us with improved pension measures 
that will be important and consistent 
inputs to our government credit analysis. 
Our adjustments are not intended as a 
guide, standard or requirement for state 
or local governments to report or fund 
their obligations.”  Hence there will be 
yet another set of pension numbers for 
“bond” purposes. For more informa-
tion about Moody’s adjustments, go to 
http://gfoa.org/downloads/MoodysAdjust-
mentsApril2013.pdf.

Also see the Books-Bonds-Budget 
chart on page 14 for a summary of 
these three sets of pension numbers. 

Audit Issues. When a municipality 
contracts with an independent certi-
fied public accountant to audit the 
financial statements, they are asking 
the auditor to express an opinion as to 
the fair presentation of those financial 
statements. Auditors have extensive 
professional standards regarding the 
scope of the audit, and the proce-
dures, representations, presentation, 
documentation, materiality levels, and 
other requirements associated with 
expressing their opinion on those fi-
nancial statements. As expected, there 
is considerable concern on the part of 

local government auditors across the 
country as to how to meet those pro-
fessional standards and audit require-
ments in order to justify their opinion 
on the fair presentation of financial 
statements that will now include a sig-
nificant liability never reported before.  
While there are auditing standards on 
when and how to rely on work per-
formed by another auditor (such as the 
NHRS auditors), those standards may 
not be applicable or practical in the 
case of apportioning the net pension 
liability to members of a cost-sharing 
multiple-employer pension plan. A 
national task force of the American In-
stitute of Certified Public Accountants 
is addressing this concern, and will 
hopefully issue guidance that provides 
local government auditors with the 
assurances they need to express their 
opinions without significant audit cost 
increases to municipalities. 

Implementation of
Statements 67 and 68 
The NHRS is in the process of imple-
menting Statement 67 and will issue 
their June 30, 2014 financial state-
ments in accordance with that pro-
nouncement. Local governments must 
issue their June 30, 2015 or December 
31, 2015 financial statements in ac-
cordance with Statement 68. While 

that may seem like a long time away, 
there are a lot of questions and details 
that need to be addressed before then. 
Statement 68 is a significant change 
in accounting and reporting on a very 
complex and confusing subject and 
the GASB has yet to issue their imple-
mentation guide for this statement. 
However, to assist with the transition, 
NHMA has convened a pilot group of 
municipal and school finance officials 
to work through this process with the 
NHRS in the hopes of streamlining 
the implementation for all NHRS em-
ployers. A session on these new pen-
sion reporting requirements will be 
presented at the NHMA annual con-
ference in November. Additionally, 
the NHRS has created a “GASB Re-
porting Resource Page for Employers” 
on their website at http://www.nhrs.
org/Employers/GASBReportingChanges.
aspx which includes links to numer-
ous GASB publications on this topic.  
Municipal officials are encouraged to 
review this information and to talk 
with their auditors about Statement 
68 well before implementation time. 

Barbara Reid is Government Finance 
Advisor for the New Hampshire Munici-
pal Association. She may be contacted at 
800-852-2358 ext. 3308 or at breid@
nhmunicipal.org.

ExamplE munIcIpalIty

1.    2012 Municipality’s Contributions, excluding the medical
subsidy ................................................................................$3,600,000

2.  2012 Total Employer Contributions, excluding the medical
subsidy ...........................................................................$254,500,000

3. Proportionate Share of Contributions (Line 1 / Line 2) ............... 1.415%

4.  Estimated 6/30/12 Unfunded Accrued Liabilities (UAL) 
under GASB 67 ............................................................$4,612,000,000

5. Proportionate Share of UAL (Line 3 * Line 4) .....................$65,300,000

6. Municipality’s Total Liabilities Before GASB 68 ................$108,700,000*

7.  Municipality’s Total Liabilities After GASB 68 
(Line 5 + Line 6) ............................................................$174,000,000*

*Liabilities reported on the Government-wide Statement of Net Assets


