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Presentation Overview

Pronouncements being
iImplemented




Effective Dates

December 31: Fiscal Year 2023

« Statement 94 — public-private partnerships

» Statement 96 — SBITAS

e Statement 99 — omnibus 2022 (leases, PPPs, and SBITAS)
* |G 2021-1 — update (4.1-4.21, 4.23, 5.2, and 5.4)

December 31: Fiscal Year 2024

« Statement 99 — omnibus 2022 (financial guarantees and
classification of derivatives)

Statement 100 — accounting changes and error corrections
Statement 101 — compensated absences

|G 2021-1 — update (5.1)

|IG 2023-1 — update

G£SBZH. .
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Effective Dates

April 30: Fiscal Year 2023

 Statement 87 — leases
e Statement 91 — conduit debt

« Statement 92 — omnibus 2020 (leases, intra-
entity transfers, OPEB, AROSs)

o Statement 97 — IRC 457 Plans

o Statement 98 — ACFR

« Statement 99 — Omnibus 2022 (LIBOR, SNAP
distributions)

* |G 2021-1 — update (4.1-4.21, 4.23, 5.2, and
5.4)

G/SB:iii..
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Effective Dates

April 30: Fiscal Year 2024

« Statement 94 — public-private partnerships

« Statement 96 — SBITAS

« Statement 99 — omnibus 2022 (leases, PPPs, and SBITAS)
* 1G 2021-1 — update (4.1-4.21, 4.23, 5.2, and 5.4)

April 30: Fiscal Year 2025

« Statement 99 — omnibus 2022 (financial guarantees and
classification of derivatives)

Statement 100 — accounting changes and error corrections
Statement 101 — compensated absences

|G 2021-1 — update (5.1)

|G 2023-1 — update

G/SB:iii..
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Effective Dates
« Statement 91 — conduit debt
« Statement 94 — public-private partnerships
« Statement 96 — SBITAsS
« Statement 99 — omnibus 2022 (leases, PPPs, and SBITAS)
* IG 2020-1 — update (4.6—4.17 and 4.19-4.21)
* |G 2021-1 — update (4.1-4.21, 4.23, 5.2, and 5.4)

June 30: Fiscal Year 2024

« Statement 99 — omnibus 2022 (financial guarantees and
classification of derivatives)

« Statement 100 — accounting changes and error corrections

* |G 2021-1 — update (5.1)

« |G 2023-1 — update
June 30: Fiscal Year 2025

«Statement 101 — compensated absences

G2SB:iv...,
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Pronouncements Being Implemented




Public-Private and Public-
Public Partnerships and
Avalilability Payment
Arrangements

Statement No. 94

G/SB:iii..
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 wanon 20z Governmental
Accounting Standards Series

Statement No. 94 of the
Governmental Accounting
Standards Board

Public-Private and Public-Public Partnerships
and Availability Payment Arrangements

G/SB

GOVERNMENTAL ACCOUNTING STANDARDS BOARD
OF THE FINANGIAL ACCOUNTING FOUNDATION



P3s, APAs, and SCAs

What?

The Board issued
guidance for public-
private and public-
public partnerships
(P3s) that are not
subject to
Statements 60 or

87, and
improvements to
Statement 60

Why?

GASB research
found that some P3
transactions are
outside the scope of
Statement 60 and
identified
opportunities to

improve Statement
60’s guidance for
service concession
arrangements
(SCAS)

When?

Effective for
reporting periods
beginning after June
15, 2022

G/SB:iii..
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Definitions: PPPs and APASs

Public-private partnerships and public-public partnerships
(P3s) are arrangements “in which a government (the transferor)
contracts with an operator [governmental or nongovernmental] to
provide public services by conveying control of the right to operate
or use a nonfinancial assets, such as infrastructure or other capital
asset (the underlying PPP asset), for a period of time in an
exchange or exchange-like transaction.”

Availability payment arrangements (APA):

« Government contracts with another entity to operate or maintain the
government’s nonfinancial asset

 Entity receives payments from the government based on the asset’s
availability for use

 Asset’s availability may be based on the physical condition of the
asset or the achievement of certain performance measures

« May include design, finance, construction, or service components

’SB
G/ STANDARDS BOARD 0
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Other Provisions: Recognition and
Measurement Guidance

Meets both

lease and P3
definitions

Underlying PPP Underlying PPP

assets not
existing assets
of transferor

assets existing
assets of
transferor

Meets SCA Does not meet
definition SCA definition Improvements
required to be

made by
operator

Improvements

not required to
be made by
operator

Statement 94
Statement 94 para. 16 and

para. 15 and 38 39

Statement 94, Meets SCA

definition

Does not meet
SCA definition

para. 14 and
37

Statement 94
para. 14 and
37

Statement 87

G#SB:
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Other Provisions

An APA that is related to the design, finance, or
construction of an infrastructure or other
nonfinancial asset in which ownership of the

asset transfers by the end of the contract would

be reported as a financed purchase of the
asset.




Transferor Reporting

If underlying P3 asset is a new

For all P3s, recognize: asset or an existing asset that
has been improved...

* Receivable for installment  ...and the P3 is an SCA: also
payments to be received, if recognize the capital asset at
any acquisition value when

- Deferred inflow of resources placed into operation
for the assets recognized,  ...and the P3 is not an SCA:
Including payments received also recognize a receivable
from the operator at or before for the capital asset,
start of the P3 term measured at operator’s

estimated carrying value as
of the future date of the
transfer in ownership

A SB Pt
G/ SEANDARCS BoANS 13
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Operator Reporting

If underlying P3
asset is (a) existing

If underlying P3

For all P3s asset is a new asset
R asset or (b) new :
recognize: asset and the P3 is and thesgils not an

an SCA...

« Liability for - ...also recognize an  Also recognize the
installment payments intangible right-to-use underlying P3 asset
to be made, if any asset until ownership is

transferred

» And a liability and
deferred outflow of
resources for the
underlying P3 asset,
measured at the

estimated carrying
value as of the future ’

date of the transfer

}SB oL ErTAL
G2SB:ie..., 14
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Omnibus 2022

Statement No. 99

G/SB:ii..

APRIL 2022 Governmental

Accounting Standards Series

Statement No. 99 of the
Governmental Accounting

Standards Board

Omnibus 2022

G/SB

GOVERNMENTAL ACCOUNTING STANDARDS BOARD
OF THE FINANCIAL ACCOUNTING FOUNDATION




Omnibus 2022

What?

Practice issues
identified during
implementation
and application of
certain GASB
Statements and

accounting and
financial reporting
for financial
guarantees

Why?

Omnibus
Statements are
Issued to
address issues
iIn multiple
pronouncements

that, individually,
would not justify
a separate

pronouncement

When?

Various effective

dates:
1) Upon issuance

2) Fiscal years
beginning after

June 15, 2022

3) Fiscal years
beginning after
June 15, 2023

G/SB:iii..
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General Omnibus Topics

Financial Guarantees

Other Derivative Instruments
Leases, PPPs, and SBITAs
Extended Use of LIBOR

Technical Updates/Corrections

G ’ GOVERNMENTAL
ACCOUNTING

J/SB STANDARDS BOARD

right 2023 by Financial Accounti



Financial Guarantees

Statement 99 DOES '

» Apply the liability recognition, liability
measurement, and disclosure requirements in
Statement 70 to governments that extend
exchange or exchange-like financial guarantees.

{

* Prescribe expense classification.

 Prescribe recognition guidance for the
consideration received Iin an exchange or
exchange-like financial guarantee transaction.

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.
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Other Derivative Instruments

Other Derivative Instruments

« Change in fair value should be reported on flow statement
separately from investment revenues

* Disclosures should be distinguished from hedging
derivative instruments and investment derivative
Instruments

e Disclose fair value of derivative instruments that were
reclassified from hedging derivative instruments

t l

* |f hedging derivative instruments cease to be effective,
the balance of the deferrals should be reported on the
flows statement separately from investment revenues

G28SB:iv.,
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Leases, PPPs, and SBITAs

| Remeasurement of certain assets and liabilities

« Should not be remeasured solely for a change in an index or rate
used to determine variable payments

Option to Terminate

« Unconditional right that exists within the contract - the right to
terminate due to the action or inaction of the other party is not an
option to terminate

« For leases only - the option to purchase the underlying asset would
be considered an option to terminate for purposes of measuring the
lease term

 Modified short-term leases or SBITAs should be remeasured from the
Inception of the lease or SBITA

G A GOVERMNMENTAL
/SB!\L‘L‘LJNHNU
4/ STANDARDS BOARD
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Leases, PPPs, and SBITAs (cont.)

Variable Lease Payments

« Variable lease payments, other than those that depend on an index or

rate or those that are fixed in substance, should not be included in the
measurement of the lease liability.

| ease Incentives

* Includes the assumption of or an agreement to pay a lessee’s
preexisting lease obligation to a third party

* The receivable for the underlying PPP asset should be remeasured if
there is a change in the PPP term

« Deferred outflow of resources should be adjusted by the same

amount as any remeasurement change to the liability for the
underlying PPP asset

G A GOVERMNMENTAL
/SB!\L‘L‘LJNHNU
4/ STANDARDS BOARD
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Replacement of Interbank Offered
Rates

London Interbank Offered

Rate (LIBOR)

« Date at which it Is not an appropriate
benchmark interest rate changes to
when it Is no longer determined by
the ICE Benchmark Administration

using the methodology in place as of
December 31, 2021. /
G/SBiii., ”



Technical Updates/Corrections

SNAP/ Food Stamps

 States no longer use paper food stamp coupons.
Specialized guidance in Statement 24 is no longer
relevant. Should apply Statement 33 instead.

Nonmonetary Transactions

« Should disclose measurement attribute(s), rather than
basis of accounting for assets transferred.

Pledges of Future Revenue

 Blending guidance provided




Technical Updates/Corrections (cont.)

Government-Wide Statements

« Clarifies that no total column is required for the financial
reporting entity as a whole.

Terminology Updates

« Balance sheet — Statement of net position

 Balance sheet date — Date of financial statements or
Statement of net position date

» Equity Funds — Other assets used
* Fund Equity — Equity interest
* Flow of resources statement — Resource flows statement

G 'SB GOVERNMENTAL
ACCOUNTING
P STANDARDS BOARD 24
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Current Technical Agenda Projects




Classification of Nonfinancial Assets

26



Classification of Nonfinancial Assets

What?

The Board will
review the
existing
classification of
nonfinancial
assets and other

related sub-
classifications (for
example, capital
assets or
Intangible assets)

G/SB:iii..

Why?

A review of
existing
standards found
that they
generally were
effective, but that

there were
aspects that
could be
Si{e]llifer=1g11)%
| improved

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.

When?

An Exposure
Draft is
scheduled to be
considered for
Issuance in Q3
2023

27



Tentative Board Decisions

Classification

Tangible capital assets held for sale Major class of capital assets
Intangible owned capital assets Major class(es) of capital assets
Intangible lease assets (Stmt 87) Major class(es) of capital assets

Intangible subscription assets (Stmt 96) Separate from other capital assets

Assets representing right to use Not separate from assets representing
intangible assets right to use tangible underlying assets
- but -

Separate from owned intangible assets

« Scope of project limited to classification and related presentation
and disclosure issues
« The term nonfinancial asset will not be defined

G£SB:iv.. s
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Tentative Board Decisions — Capital
Assets Held for Sale

= Capital assets to be classified as held for sale if:
o The government has decided to sell the asset

o Itis probable that the sale will occur within one year of the financial
statement date

= Factors to consider if it is probable that the sale will occur within one year:
o Asset is available for immediate sale in its present condition

o An active program to locate a buyer has been initiated, including being put
out for bid,

o Market conditions for the type of asset
o Regulatory approvals needed to sell the asset
= No exceptions to the one year timeframe
= Assets may be reclassified out of held for sale if usage changes

GOVERNMENTAL
G}SB!\UCUJNIINU
/ STANDARDS BOARD
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Project Timeline

Pre-Agenda Research Started

August 2020

Added to Current Technical Agenda

December 2021

Deliberations Begin

July 2022

Exposure Draft Scheduled to Be
Considered for Issuance

September 2023

G/SB:iii..
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Financial Reporting Model Reexamination

31



Financial Reporting Model Improvements

What?

The Board
proposed
Improvements
to the financial
reporting
model—

Statements 34,
35, 37, 41, and
46, and

Interpretation 6

G/SB:iii..

Why?

A review of
those standards
found that they
generally were
effective, but
that there were

aspects that

could be

significantly
Improved

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.

When?

A final
Statement is
scheduled to be
considered for
Issuance in Q1
2024

32



Overview of the Proposals

Measurement focus and basis of accounting for the governmental funds

Format of governmental funds financial statements

Clarification of operating and nonoperating in proprietary funds

Presentation of proprietary funds statement of revenues, expenses, and changes in net
position

Management’s discussion and analysis

Budgetary comparisons

Major component unit presentations

Unusual or infrequent items

G/SB:iii..
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Recognition in Governmental Fund
Financial Statements

= June 2023 — Board tentatively decided to remove
governmental funds from the scope of the project
- A conceptually pure model (with no exceptions) would provide less
meaningful information

o Would present fund balance that does not reflect all the accruals
that the Board believed should be recognized
o In order for the new measurement focus and basis of accounting
to provide more meaningful information it would need to include
exceptions for certain transactions
» Result would be a lack of a conceptually

consistent (pure) foundation, which was a primary
objective of the project

GOVERNMENTAL
}SB ACCOUNTING
Gl/ ’.'A‘-:JI?H:?‘- BOARD

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.



Recognition in Governmental Fund
Financial Statements (continued)

= Board also questioned the ability of the proposed model to
produce comparable results due to the potential difficulty in
applying the new concepts

= Board determined that the perceived costs did not justify
the expected benefits of the proposed new measurement
focus and basis of accounting

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.



Presentation of Governmental Funds (also
removed from the scope of the project in
August)

Financial statements presented In
current and noncurrent activity
format

Noncurrent activity—
Current activity— related to purchase and
disposition of capital
all other assets and issuance and
repayment of long-term debt

G A GOVERMNMENTAL
/SB!\UL‘L‘JNIINU
Fa STANDARDS BOARD
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Proposals: Proprietary Funds

Separate presentation of operating and nonoperating
revenues and expenses

O pe rat| N g « Activities other than nonoperating activities

 Subsidies received and provided

* Revenues and expenses of financing

» Resources from the disposal of capital assets and inventory
* Investment income and expenses

 Contributions to permanent and term endowments

Nonoperating

GOVERNMENTAL
G}SB!\UCUJNIINU
/ STANDARDS BOARD
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Proposals: Proprietary Funds (cont.)

» Resources received from another party or fund to
keep rates lower than otherwise would be
necessary to support the level of goods and

“Subsidies” services to be provided

» Resources provided to another party or fund that
as proposed results in higher rates than otherwise would be

established for the level of goods and services to
be provided v,

Add a new subtotal for operating income (loss) and
noncapital subsidies

G} GOVERNMENTAL
ACCOUNTING
/SB‘."ANOJ’--’ED‘- BOARD 38
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Proposals: Proprietary Funds (cont.)

Included

* Indicate that all transfers are

Subsidies - Clarify that subsidies can have a
Board direct or an indirect impact on

tentative user fees and charges

decisions » Clarify that subsidies s
classified as noncapita

nould be
subsidies

unless limited to capita

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.

urposes |
purp S/
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2016 2015
Operating revenues:
Tuition and fees (net of discounts) b 574,168 525,791
Grants and contracts 292,962 278,481
Sales and services 271,345 272,244
Other operating revenues 7,868 14,861
Total operating revenues 1,146,343 1,091,377
Operating expenses:
[Matural or functional expenses]
Total operating expenses 1,681,544 1,596,059
Income (loss) generated by operations (535,201) (504,682)
Noncapital subsidies: \
Appropriations 407,702 394,767
Taxes 8,026 7,660
Grants 42,978 37,567
Gifts 99,395 90,063
Total noncapital subsidies 558,101 530,057
\]perating income (loss) and noncapital subsidies 22,900 25,375 /
7
Financing and investing activities:
Investment income 235,820 138,649
Interest expense (12,412) (12,853)
Loss from the disposition of capital assets (2,385) 518
Total financing and investing activities 221,023 126,314
Income before other items 243,923 151,689
Other items:
Capital contributions 23,231 74,830
Increase (decrease) in net position 267,154 226,519
l MNet position—beginning 3,061,111 2,834 592
GZ2SB::iik..,.  Netposition—ending $ 3,328,265 3,061,111

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.

4 &

A @ N



Proposals: Management’s discussion
and analysis

Users of MD&A “have different levels of knowledge and sophistication about governmental
accounting and finance,” “may not have a detailed knowledge of accounting principles” (as in
Concepts Statement 1, paragraph 63)

Add clarification and structure to the requirement for brief discussion of the basic financial
statements, including their relationships and significant differences

Emphasize the level of thoroughness required for the analysis of year-to-year changes and
the need to avoid unnecessary duplication

Amend the requirements for currently known facts, decisions, or conditions with examples,
such as economic trends; subsequent year’s budget; actions government has taken on
postemployment benefits, capital improvement plans, and long-term debt; actions other
parties have taken that affect the government

Move budgetary analysis and discussion of infrastructure assets (if applicable) to the relevant
parts of RSI

G28SB:iv.,
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Proposals: Management’s
discussion and analysis (continued)

* Reference to the SSAP should not be
required

* Presenting an analysis of balances and
transactions of nonmajor funds in the
aggregate should not be required

 Discussion of significant variations between
. the original and final budget amounts and
Board Tentative between the final budget amounts and

Decisions actual results for the general fund and major
special revenue funds should be presented
as notes to budgetary comparison
information, which is proposed to be
presented as RSI

* |Information about infrastructure assets
accounted for using the modified approach
should be removed

o

GASB::e...., 111
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Other Proposals

* Would be presented as required supplementary
Budgetary information (no option for basic statements)

' » Required variances would be final-budget-to-actual
slolvpelrisons and original-budget-to-final-budget

7

_ * If it is not feasible to present major component unit
I\/IaJOI’ financial statements in separate columns in the
: reporting entity’s financial statements, the financial
Componen_t unit statements of the major component units would be
presentatlons presented in the reporting entity’s basic financial
statements as combining financial statements

»
G/SB SO B0 43
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Other Proposals (continued)

» Separately present inflows and outflows of
resources that are unusual in nature and/or
infrequent in occurrence (replacing

Unusual or extraordinary and special items)
Infrequent - Disclose additional information about those
ltems inflows and outflows, including the programs,
functions, or identifiable activities to which

they are related and whether they are within
the control of management

)

G£SB:iv.. "
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Proposed Effective Dates

Based on total annual revenues in fiscal year beginning

after June 15, 2022

$75 million or more

Apply In fiscal years
beginning after June
15, 2024

GOVERNMENTAL
G}SB!\UCUJNIINU
/ STANDARDS BOARD

Copyri

Less than $75 million

Apply in fiscal years
beginning after June
15, 2025

45



Project Timeline

Pre-Agenda Research Started

April 2013

Added to Current Technical Agenda

September 2015

Invitation to Comment Issued

December 2016

Considered for Issuance

Preliminary Views Issued September 2018
Exposure Draft Approved June 2020
Redeliberations Began May 2021

Final Statement Scheduled to Be March 2024

G/SB:iii..
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Going Concern Uncertainties and Severe
Financial Stress: Reexamination of
Statement 56

47



Going Concern Uncertainties and Severe
Financial Stress

)

What?

The Board will
review existing
standards related
to going concern
and address
Issues related to
disclosures

regarding going
concern
uncertainties and
severe financial
stress

G/SB:iii..

Why?

As it is currently
defined, going
concern may not be
meaningful for
governments, which
hardly ever go out
of business; users

need information
about governments’
severe financial
stress, but that
information is not

| readily available

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.

When?

The Board added
the project to its
current technical
agenda in
December 2021
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Topics to Be Considered

' How should the existing guidance on going concern uncertainties
(including the definition of a going concern) be clarified or
Improved to reduce diversity in practice in applying the guidance?

How should severe financial stress be defined? How should that
definition differ from going concern uncertainties?

If a government is determined to be exposed to severe financial
stress, what relevant information should a government disclose in
notes to financial statements?

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.



Tentative Board Decisions

The proposed GCU guidance should be focused on uncertainty about a government’s existence,
regardless of its financial condition. The proposed SFS guidance should be focused on a
government’s financial stress, regardless of whether there is uncertainty about its continued
existence.

Going concern is the assumption that a governmental entity will continue to exist as the same
legally separate entity, regardless of its financial condition.

Cease to be a going concern is the situation in which a governmental entity ceases to exist as the
same legally separate entity, whether through a merger, acquisition, or dissolution without
| replacement.

* Amerger is a form of government dissolution in which either:

oa. A government ceases to exist as the same legally separate entity and is combined with one or more governments
to form one or more new governments

o b. A government ceases to exist as the same legally separate entity and its operations are absorbed into, and
provided by, one or more continuing governments.

* An acquisition is a form of government dissolution in which a government ceases to exist as the same legally separate
entity and is acquired in exchange for significant consideration.

+ Adissolution without replacement is a form of government dissolution in which a government ceases to exist as
same legally separate entity without being merged or acquired.

A GOVERNMENTAL
/ ACCOUNTING
STANDARDS BOARD
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Tentative Board Decisions

Going concern uncertainty is the substantial doubt about whether a
governmental entity will continue to exist as the same legally separate entity,
regardless of its financial condition. Substantial doubt means the likelihood is
probable.

To identify whether there is GCU for disclosure purposes, a government
should evaluate all relevant factors that indicate a likelihood of a potential
government dissolution and determine whether all relevant factors,
considered in the aggregate, indicate that GCU exists.

The term financial stress should continue to be used as part of the description
of the condition a government is experiencing. A modifier is needed to
describe the degree of financial stress a government is experiencing.

G 'SB GOVERNMENTAL
ACCOUNTING
/ STANDARDS BOARD 51
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Project Timeline

Pre-Agenda Research Started

April 2015

Added to Current Technical Agenda

December 2021

Considered for Issuance

Deliberations Begin July 2022
Prellmlnary Views Scheduled to Be August 2024
Considered for Issuance

Exposure Draft Scheduled to Be March 2026

G/SB:iii..
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Revenue and Expense Recognition




Revenue and Expense Recognition

What?

The Board
proposed a
comprehensive
model for
recognition of
revenues and

expenses

G/SB:iii..

Why?

Guidance for
exchange
transactions is
limited,;
guidance for
nonexchange

transactions

could be

iImproved and
clarified

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.

When?

The Board is
scheduled to
consider the
Issuance of an
Exposure Draft
in Q1 2025
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Broad Project Objective

Develop a comprehensive, principles-based model

that establishes guidance applicable to a wide
range of revenue and expense transactions to:

* Expand on areas where there is no guidance—expenses

* Expand on areas where there is limited guidance—certain
revenues

« Consider practice issues and challenges identified in
current guidance—Statement 33

« Consider the conceptual framework—issued after
Statement 33

« Consider performance obligation recognition

G/SB: ...
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Scope of the Project

= The scope is defined broadly to include revenues
and expenses except for those explicitly excluded:

Financial Capital assets Post-
Instruments and inventory employment
Purchase,
— Investments — sale, or —  Pensions
impairment
Derivative Capitalization
| instruments | and | OPEB
depreciation
her:
Long-term Inventory Ot
*{ debt — R — compensated
absences

GOVERNMENTAL
G}SB!\UCUJNIINU
/ STANDARDS BOARD
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Proposed Recognition Model Components

Categorization

|dentify the type of
transaction

Recognition

Determine what element
should be reported and when

Measurement

Determine the amount to
report

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.
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Proposed Categorization Methodology

Identify the binding
arrangement and the parties to
that binding arrangement.

\’
Are there identifiable rights Qb:b\
and obligations that are \)
substantive?

Are the rights and obligations
interdependent?

Category A Transaction

Category B Transaction

G ’SB GOVERNMENTAL
ACCOUNTIN G
/ STANDARDS BOARD o8
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Proposed Revenue Recognition Principles

Does the % N;\'b

government have a QQ
receivable?

YES NO

Is the inflow Has the gqvernment
received

applicable to the

consideration before
a receivable arises?

current period?

YES NO

NO

Reeagilze & Do not recognize
Recognize revenue deferred inflow of Recognize a liability 09
anything
resources
Until the inflow is Until a receivable
applicable to the arises and is
. applicable to the
current period :
current period

LGB
G/ SOABARDS BOARD
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Proposed Revenue Recognition Principles

A receivable should be recognized when a
legally enforceable claim arises in a revenue
transaction. A legally enforceable claim arises at
different points based on the terms and conditions
specified in the binding arrangement.

Advances In revenue transactions are resources
received before a legally enforceable claim
arises and should result in a liability being
recognized, regardless of whether those
advances are refundable.

CGAsBi
Fasw
Copyright 2023 by Financial Accoun ting Foundation, Norwalk CT. For commercial, educational/academic purposes only.



Category A Proposed Revenue Recognition
Principles

Categorization
Recognition

Contain the following

chara_c_terlstl_cs: Revenues and expenses

* Identifiable rights and __|are recognized based on
obligations that are substantive | {ha satisfaction of a

* Rights and obligations are : :
interdependent performance obligation

GOVERNMENTAL
7 e STANDARDS BOARD
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Category A Expense Recognition Examples

A performance obligation is satisfied when
there Is a transfer of control of resources

City orders Expense is recognized as the city
supplies receives the supplies

School district Expense is recognized as the

: CPA firm carries out the expected
hires CPA work, such as an audit >

Expenses for wages are
recognized as the employees
perform services over time

GOVERNMENTAL
G}SB!\UCUJNIINU
/ STANDARDS BOARD
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Category B Proposed Revenue Recognition Principles

Categorization
R

_ _ ecognition
Fails one of the following:

Revenues and expenses

* Identifiable rights and are recognized based on

obligations that are substantive five subcategories
 Rights and obligations are
interdependent

G/SB:iii..
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Category B Proposed Revenue Recognition Principles
Continued

Recognized when a legally enforceable

Recelvable claim arises

Recognized at the same time as the
Revenue receivable, unless there are time
requirements

_ - Resources received prior to the
Liabil |ty elst_ablishment of a legally enforceable
claim

Deferred Inflow If the transaction includes a time

requirement, assess the recognition of a

of Resources deferred inflow of resources

G£SBiii. .
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Category B Expense Recognition Examples

| Expense Is recognized at the same time as the
payable, unless there are time requirements

Contractual arrangements

Shared revenue (outflows)

LGB i
G/SB:iii..
Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non -commercial, educational/academic purposes on ly.
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Proposed Measurement Principles

Direct
measurement
of the most
liquid item

Allocated
Amount for Transaction

Category A Amount
Transactions

Copyright 2023 by Financial Accoun ting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.
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Project Timeline

Pre-Agenda Research Started

September 2015

Added to Current Technical Agenda

April 2016

Invitation to Comment Cleared

January 23, 2018

Considered for Issuance

Preliminary Views Approved June 2020
Redeliberations Began May 2021
Exposure Draft Scheduled to Be March 2025

G/SB:iii..
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Certain Risk Disclosures




Certain Risk Disclosures

What?

The Board has
proposed standards
to disclose certain
risks faced by
governments

G/SB:iii..

Why?

Stakeholders asked '
the GASB to
address this issue

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.

When?

A final Statement is
scheduled to be
considered for
issuance in 2023
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Tentative Decisions: Scope: Types of
Risks

Concentrations: lack of diversity in an aspect of a significant

revenue source or expense

» For example, (1) principal employers, (2) principal industries, (3) principal
resource providers, (4) composition of principal inflows of resources, (5)

workforce covered by collective bargaining agreements, and (6) suppliers of
material, labor, or services

Constraints: imposed by an external party or the government’s

highest level of decision authority that limits the government’s
| ability to acquire resources or control spending

« For example, (1) limitations on raising revenue, (2) limitations on spending, (3)
limitations on the incurrence of debt, and (4) mandated spending

70
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Tentative Decisions: Disclosure Criteria

Disclosures would be required when a government

determines that:

« A concentration or constraint is known to the government prior
to the date the financial statements are available to be issued

« The concentration or constraint makes the government
vulnerable to the risk of a substantial impact

« An event or events associated with the concentration or
constraint that could cause the substantial impact either have
occurred or are more likely than not to begin to occur within 12

months of the date the financial statements are available to be
Issued.

G} GOVERNMENTAL
ACCOUNTING
/SB‘."ANOJ’--’ED‘- BOARD 71
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Tentative Decisions: Disclosure

Requirements
B

"Description of the
concentration or
constraint

GOVERNMENTAL
G%SB,«;:M..N;
STANDARDS BOARD

1 they have

occurred,
description of
each event
associated with

the concentration
or constraint that
could cause a
substantial impact

Description of
actions taken by
the government
to mitigate the
risk

Copyright 2023 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.

72



Tentative Decisions: Disclosure
Requirements: General Principles

Disclose sufficient detail to enable users to understand the general nature of the risks and the
government’s vulnerability to a substantial effect.

Disclosure is not required if mitigating actions cause any of the disclosure criteria to no longer be
- met.

| Disclosure criteria should always be assessed at the level of the primary government (including
blended component units).

In addition, if a reporting unit has a liability for revenue debt, the disclosure criteria should also be
assessed for that reporting unit.

If the information to be disclosed is the same for more than one reporting unit, that information
should be combined to avoid unnecessary duplication.

G/SB: ...
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Project Timeline

Added to Current Technical Agenda July 2020
Deliberations Began September 2020
Exposure Draft Issued June 2022

Redeliberations Began

November 2022

Final Statement Scheduled to be
Considered for Issuance

December 2023

G/SB:iii..
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Questions?

Visit www.gasb.org
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DISCLAIMERS AND COPYRIGHT NOTICE

The information and opinions conveyed at IGFOA conferences, institutes, and seminars are obtained from
sources believed to be reliable, but IGFOA makes no guarantee of accuracy. Opinions, forecasts and
recommendations are offered by individuals and do not represent official IGFOA policy positions. Nothing
herein should be construed as a specific recommendation to buy or sell a financial security.

The IGFOA and speakers specifically disclaim any personal liability for loss or risk incurred as a consequence
of the use and application, either directly or indirectly, of any advice or information presented herein. Unless
otherwise indicated, all materials are copyrighted by the Illinois Government Finance Officers Association.
The enclosed materials may not be reprinted, reproduced, or presented in any format without express written
authorization. © 2023

lllinois Government Finance Officers Association
800 Roosevelt Road, Building C, Suite 312

Glen Ellyn, IL 60137

Phone: 630-942-6587

Email: info@igfoa.org

Visit http://www.igfoa.org

G/SB:iii..
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