
 

What is the GASB 68 Discount Rate? 

When an employer reports how much of its pension liability is unfunded, the employer is allowed to apply 

assumed future investment earnings against its Total Pension Liability to obtain the present value of its pension 

liability. Reporting the present value of its unfunded liability allows the employer to report a smaller amount as 

unfunded—it “discounts” the amount of unfunded liability by the amount of assumed future investment earnings.  

Under GASB 50, IMRF’s investment assumption of 7.50% is used to discount the entire amount of an employer’s 

Total Pension Liability. 

GASB 68 will change the way an employer can calculate the present value of its Total Pension Liability. 

Under GASB 68, IMRF’s investment assumption of 7.50 % (The Long Term Discount Rate) can only be used to 

calculate a discount on the amount of an employer’s total pension liability that it also currently has in assets.  

For any remaining pension liability amount that exceeds what the employer has in assets, the 20-year Municipal 

Bond Rate must be used.  

 

What is the Blended Discount Rate? 

An employer must also report a single percentage rate that reflects the amount the Total Pension Liability was 

discounted by to achieve the present value. The Blended Discount Rate is this single percentage rate. For the 

example above, the Blended Discount Rate would be 6.716%. ($500,000.00 x 6.716% = $33,580.00) 
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Simplified GASB 68 Discount Rate Example 

Employer’s Total Pension Liability:  $500,000.00 

Amount of  Total Pension Liability the employer has in assets:  $400,000.00 

Amount of  Total Pension Liability the employer does not have in assets:  $100,000.00 

The Long Term Discount Rate of 7.50% is used only on the amount of the employer’s 
liability that it does have an equal number of assets to cover. 

400,000.00 x 7.5% = 

 
 
$30,000.00 

The 20-year Municipal Bond Rate is used on the amount  
of the employer’s liability that it does not have an equal number of assets to cover. 

 (The 20-year Municipal Bond Rate for December 2012 is 3.58%.) 

$100,000.00 x 3.58% = 

 
 
 

$3,580.00 

Add these two discount amounts together to obtain the amount to subtract  
from the Total Pension Liability: 

$30,000.00 + $3,580.00 =  

 
 
$33,580.00 

Subtract this amount from the Total Pension Liability to get the present value: 
$500,000.00 - $33,580.00 = 

 
$466,420.00 

Present value of the employer’s Total Pension Liability: $466,420.00 


