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GASB Calendar

The GASB has scheduled the following public meeting dates:

June 22–24

August 3–5

The GASB is also scheduled to meet via teleconference on July 15 and August 27. The precise time, as well as the agenda, will be announced approximately two weeks before each meeting. Unless otherwise indicated, all meetings are held at the Financial Accounting Foundation (FAF) offices in Norwalk, Connecticut.
In addition, the GASB will be meeting with the Governmental Accounting Standards Advisory Council on July 12 and 13 in Orlando, Florida in conjunction with the professional development conference of the Association of Government Accountants.

Please check the GASB website at www.gasb.org three working days prior to meetings to verify the final agenda.

If you plan to attend any meetings in Norwalk, please notify Ragan Vincent at (203) 956-5372 or via email at rpvincent@gasb.org. In addition, due to the FAF’s security procedures, visitors are required to go to www.gasb.org to register at least 24 hours before each meeting they are planning to attend.

Due Process Calendar 

June 2010—Preliminary Views, Pension Accounting and Financial Reporting, scheduled for issuance

June 2010—Revised Exposure Draft, Accounting and Financial Reporting for Service Concession Arrangements, scheduled for issuance.

Project on Statement of Net Position Added to Current Technical Agenda

In April, after consultation with the Governmental Accounting Standards Advisory Council and the Board, GASB Chairman Robert Attmore added a practice issue project on statement of net position to the GASB’s Current Technical Agenda. Projects on the Current Technical Agenda are those for which active deliberations by the Board are expected to take place during the coming year.

The objectives of this practice issue project are to operationalize the introduction of the deferred inflows and deferred outflows financial statement elements through display guidance and to consider the effects of these changes on other elements presented in the existing statement of net assets. The project would determine what amendments, if any, should be made to the requirements of Statement No. 34, Basic Financial Statements—and Management’s Discussion and Analysis—for State and Local Governments. 
The concept of deferred inflows and deferred outflows was introduced in Concepts Statement No. 4, Elements of Financial Statements, in June 2007. Transactions that were not immediately recognized as revenue or expense/expenditure in applying the interperiod equity objective of financial reporting have been classified as assets and liabilities in the past by default. These transactions in some cases have been referred to by terms such as deferred charges and deferred revenue. 

The first pronouncement to make specific reference to deferred inflows and deferred outflows was Statement No. 53, Accounting and Financial Reporting for Derivative Instruments, which was issued in June 2008. The Board is actively considering two projects—pension accounting and financial reporting and service concession arrangements—that also may explicitly incorporate these elements.

With the effective date of Statement 53 approaching, constituents requested that the Board address how the deferred inflows and deferred outflows elements should be displayed in the basic financial statements. The staff has responded to questions raised in technical inquiries by governments that implemented Statement 53 early; however, those responses were made within the context of the current display guidance found in Statement 34. 

This project is intended to establish display guidance for transactions specifically identified as deferred inflows and deferred outflows. If the deferred inflows and deferred outflows are classified as separate display elements, then consideration also should be given to the term used to articulate the residual element presented that represents the difference between assets, deferred outflows, liabilities, and deferred inflows.

Once work has been completed on the conceptual framework project on recognition, which is intended to further clarify the deferral concept, the Board may review past standards in a separate project to determine if other amounts currently classified as deferred revenue and deferred charges should be reclassified.

Major issues to be addressed by the Board in considering amendments to Statement 34 include whether references to net assets should be modified and whether deferred inflows and deferred outflows should be displayed as separate elements. If so, the GASB will consider whether to prescribe the order in which the elements should be arrayed.

Project deliberations are scheduled to begin with a discussion of display alternatives and feedback from financial statement users in August. Issuance of an Exposure Draft is scheduled to take place in November 2010.
Board Meeting Summary

The GASB met via teleconference on April 20 to discuss issues related to service concession arrangements, pension accounting and financial reporting, the financial instruments omnibus, and the technical plan for the second-third of 2010.

The Board also held a public meeting May 11–13 in Norwalk, Connecticut, to discuss recognition and measurement attributes under the conceptual framework, service concession arrangements, pension accounting and financial reporting, service efforts and accomplishments reporting, and the financial instruments omnibus.

Service Concession Arrangements 

At the April teleconference, after discussing the extent of the changes made to the proposed Statement since the issuance of the Exposure Draft, the Board determined that it would be appropriate to issue a revised Exposure Draft. The revised Exposure Draft is scheduled to be issued in June.

In addition, the Board deliberated the criteria for determining when a transferor’s contractual obligations to sacrifice financial resources under a service concession arrangement should be recorded as liabilities by the transferor. The Board discussed the three staff-proposed criteria, which relate to a transferor’s ownership of a facility, responsibility to ensure that a facility is fit for use, and promises to provide services. The Board directed the staff to consolidate the criteria into no more than two categories.

At the May meeting, the Board reviewed a preballot draft of a revised Exposure Draft, Accounting and Financial Reporting for Service Concession Arrangements.
Pension Accounting and Financial Reporting 

At the April teleconference, the Board continued its discussion of pension accounting and financial reporting issues associated with employers participating in cost-sharing multiple-employer pension plans. The Board reconsidered its prior tentative decisions at the March 2010 teleconference regarding selection of a basis for proportionate allocation of cost-sharing employers’ collective net pension liability, pension expense, and deferred pension outflows (inflows) to individual employers and financial statement recognition of the effects of a change in an employer’s proportionate share from period to period. 

The Board determined it would not present specific tentative decisions on how these two issues in the Preliminary Views would be operationalized. Instead, Board members wanted the discussion to focus primarily on the concept of proportional allocation and to solicit suggestions from constituents regarding the basis that should be adopted for determining each employer’s proportionate share of the collective net pension liability. 

The Board also agreed to give further consideration to certain details of prior tentative decisions related to (1) the establishment of a corridor for purposes of recognizing as expense differences between actual and expected returns on plan net assets available for pension benefits and (2) the selection of an amortization period for purposes of recognizing expense arising from changes in an employer’s total liability due to changes in assumptions, changes in benefits, or differences between actual and expected experience with regard to demographic and economic factors. Members of the Board also expressed an interest in discussing further potential clarification of the definition of cost-sharing pension plans.

At the May meeting, the Board continued its discussion of issues associated with the preliminary view related to the application of the corridor approach to the recognition of changes in the fair value of investments. The Board also reviewed a preballot draft of the Preliminary Views, Pension Accounting and Financial Reporting by Employers.
Financial Instruments Omnibus 

At the April teleconference, the Board revisited the issues surrounding 2a7-like external investment pools. In this context, a 2a7-like pool is an investment pool that, if it had registered with the U.S. Securities and Exchange Commission (SEC), its activities would satisfy all the relevant requirements. The Board tentatively decided that the organizational structure of such pools should include a group of individuals that fulfill the functions of the board of directors as described in SEC Rule 2a7. Importantly, the requirements of that structure can be satisfied in cases in which the principal executive officer of the 2a7-like pool is an elected official. The Board directed the staff to amend the text of the preballot draft of the final standard to reflect this position.

At the May meeting, the Board reviewed a preballot draft of a final Statement, Financial Instruments Omnibus, and requested some clarifying changes. 

Technical Plan

After considering Board input, and feedback received from the Governmental Accounting Standards Advisory Council (GASAC), and staff recommendations, the GASB chairman added three projects to the Board’s technical agenda. A practice issue project related to a statement of net position was placed on the current technical agenda, and projects addressing fiduciary responsibilities and financial guarantees were added to the research agenda. 

At its meeting in early April, members of the GASAC rated the added projects at the top of its list of priorities for Board consideration of potential additions to the technical plan. 

Also, the chairman accepted the staff’s recommendation not to move a project on demand bonds (a reexamination of Interpretation No. 1, Demand Bonds Issued by State and Local Governmental Entities) to the current technical agenda from the research agenda. The staff’s evaluation of the Interpretation found it basically sound, and, therefore, a reexamination did not rise to the level of a project for the Board’s current technical agenda.

Conceptual Framework—Recognition and Measurement Attributes Concepts

At the May meeting, the Board continued its deliberations on measurement method issues associated with the economic resources measurement focus and considered recent progress on this topic by the Federal Accounting Standards Advisory Board.

Service Efforts and Accomplishments Reporting

At the May meeting, the Board reviewed a preballot draft of the Suggested Guidelines for Voluntary Reporting, SEA Performance Information. A final document is expected to be approved at the June meeting.
An overview of the GASB’s current technical agenda
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Technical Plan for the Second Four Months of 2010

At the April teleconference, the Board reviewed its second-third 2010 technical plan and provided input to the GASB chairman. After considering Board members’ views and the views previously stated by the Governmental Accounting Standards Advisory Council members, the chairman approved the technical plan.

New Practice Issue Added

The second-third technical plan includes the addition of a practice issue related to a statement of net position. (Please see the related article on page 1.) In addition, the chairman added projects addressing fiduciary responsibilities and financial guarantees to the research agenda.

As previously noted, the chairman accepted the staff’s recommendation not to add a project to the current technical agenda on demand bonds (a reexamination of Interpretation No. 1, Demand Bonds Issued by State and Local Governmental Entities).  The staff’s evaluation of the Interpretation found it basically sound, and, therefore, a reexamination did not rise to the level of a project for the Board’s current technical agenda.

The technical plan anticipates, in addition to the continued deliberation of projects on the GASB’s current technical agenda, the issuance of the Preliminary Views, Pension Accounting and Financial Reporting by Employers, a revised Exposure Draft, Accounting and Financial Reporting for Service Concession Arrangements, GASB Statement No. 59, Financial Instruments Omnibus, and Suggested Guidelines for Voluntary Reporting, SEA Performance Information.

A summary of the objectives and status of each of the projects on the Board’s current agenda, as well as summary information about projects that comprise the research portion of its technical plan, is presented below. Additional information about all of the Board’s projects, as well as about issues identified as potential future projects, is included in the GASB’s technical plan for the second-third of 2010, which can be viewed or downloaded at the GASB website at www.gasb.org.

Current Agenda Projects

Conceptual Framework: Recognition and Measurement Attributes

Primary Objectives: This project has two primary objectives. The first objective is to develop recognition criteria for whether information should be reported in state and local governmental financial statements and when that information should be reported. The second objective is to consider the measurement attribute or measurement attributes (for example, historical cost or fair value) that conceptually should be used in governmental financial statements. This project ultimately will lead to a Concepts Statement.
Looking Ahead: During the second-third of 2010, Board activities are expected to include a review of a draft section on measurement methods, a joint meeting with the Federal Accounting Standards Advisory Board to discuss measurement attributes for economic resources reporting, a review of current financial resources research, and further development of recognition concepts.

Economic Condition Reporting: Fiscal Sustainability

Primary Objective: The objective of this project is to consider whether guidance or guidelines should be provided for additional information about economic condition, particularly fiscal sustainability, as part of general purpose external financial reporting. This project also will include consideration of the information financial statement users identified as necessary to assess the risks associated with a government’s intergovernmental financial dependencies.

Looking Ahead: After considering feedback received from the task force, the Board will begin deliberating definitions of economic condition and its components and work on a tentative definition of fiscal sustainability. 

Postemployment Benefit Accounting and Financial Reporting: Pension Accounting and Financial Reporting

Primary Objective: In the overall project, the Board will consider the possibility of improvements to the existing standards of accounting and financial reporting for postemployment benefits—including pension benefits and other postemployment benefits (OPEB)—by state and local governmental employers and by the trustees, administrators, or sponsors of pension or OPEB plans. One objective of this project is to improve accountability and the transparency of financial reporting in regard to the financial effects of employers’ commitments and actions related to pension benefits and OPEB. This objective would include improving the information provided to help financial report users assess the degree to which interperiod equity has been achieved. The other objective of this project is to improve the usefulness of information for decisions or judgments of relevance to the various users of the general purpose external financial reports of governmental employers and pension or OPEB plans. The Board currently is focusing on issues specifically related to pension accounting and financial reporting.
Looking Ahead: The issuance of the Preliminary Views, Pension Accounting and Financial Reporting by Employers, is scheduled for June. Afterward, the Board is scheduled to begin deliberating pension plan accounting and disclosure issues for both employers and plans.

Reporting Entity—Statement 14 Reexamination

Primary Objective: The objective of this project is to reexamine the requirements of Statement No. 14, The Financial Reporting Entity, as amended, to determine the effectiveness of the current standards, including the provisions for reporting fiduciary activities. That is, it would determine whether financial statement users, preparers, and attesters believe that reporting entities applying that standard are including all appropriate related organizations and excluding organizations that should not be included. The reexamination also will raise the question of whether the financial information of the included organizations is displayed and disclosed in the most appropriate and useful manner.

Looking Ahead: The comment period on the Exposure Draft issued in March and the field test will continue through June. Public hearings and redeliberations will take place as needed, based on due process results, through the end of 2010.
Service Concession Arrangements

Primary Objective: The objective of this project is to provide accounting and financial reporting guidance for service concession arrangements (SCAs), which are a subset of public-private partnerships. This involves determining whether existing authoritative guidance is sufficient to address the accounting and financial reporting issues resulting from SCAs, or whether new standards are necessary to address these issues.

Looking Ahead: A revised Exposure Draft is scheduled for issuance in June. The comment period will extend through August.

Service Efforts and Accomplishments Reporting—Suggested Guidelines for Voluntary Reporting

Primary Objective: The objective of this project is to encourage the reporting and use of service efforts and accomplishments (SEA) performance information by developing conceptually based suggested guidelines for voluntary reporting of SEA performance information that will help officials effectively communicate the government’s SEA performance in a way that the public will find meaningful and understandable. The scope of the project does not include establishing the goals and objectives of state or local governmental services, establishing specific nonfinancial measures or indicators of service performance, or establishing standards of or benchmarks for service performance.

Looking Ahead: Final Suggested Guidelines are expected to be approved in June.

Practice Issues

Codification of Pre-November 30, 1989 FASB and AICPA Pronouncements: The objective of this project is to specifically identify provisions in Financial Accounting Standards Board Statements and Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the AICPA Committee on Accounting Procedure, issued on or before November 30, 1989, as referenced in paragraph 17 of GASB Statement No. 34, Basic Financial Statements—and Management’s Discussion and Analysis—for State and Local Governments, that do not conflict with or contradict GASB pronouncements and to incorporate those provisions into the GASB’s literature. The comment period on the Exposure Draft, which was issued in January, extends through July 2010. Redeliberations—as needed based on due process results—are scheduled to begin in August.
Comprehensive Implementation Guide—Update: The objective of this project is to update the Comprehensive Implementation Guide for the effects of new pronouncements and for additional issues that have come to the attention of the staff. The 2010–2011 guide is scheduled for issuance in the third quarter of 2010.

Financial Instruments Omnibus: The objective of this project is to consider potential revisions to existing standards regarding investment reporting and disclosure requirements that could address significant issues that have been identified in practice since the issuance of GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External Investment Pools, and other standards that address financial instrument issues. The final Statement is expected to be approved in June.

Statement of Net Position: (Please see related article on page 1.)

Research Projects

Electronic Financial Reporting: The objective of this research project is to monitor the effect of electronic media on information delivery and user needs. Research into the evolving state of the art in electronic financial reporting by state and local governments will provide the Board with a basis for evaluating the need to develop standards for financial reports intended for this medium.

Fair Value Measurements: The objective of this research project is to review and consider alternatives for the further development of the definition of fair value, the methods used to measure fair value, and the potential disclosures about fair value measurements. Within this review, specific issues including fair value measurement of alternative investments, such as private placements and hedge funds, real estate investment trusts, and partnership interests are to be addressed.

Fiduciary Responsibilities: The objective of this research project is to assess whether additional guidance should be developed regarding the application of the fiduciary responsibility criterion in deciding whether and how governments should report fiduciary activities in their financial reports. Existing standards do not provide a basis for a clear answer to those questions and thus there has been diversity regarding the interpretation of government’s fiduciary responsibility.

Financial Guarantees: The objective of this research project is to assess whether additional guidance should be developed regarding the recognition and disclosure of financial guarantees made and received by state and local governments. Governments typically provide several types of financial guarantees, which are primarily associated with commitments related to debt issued by other entities. If the Board concludes that guidance is warranted, the project could potentially result in a Statement or an Interpretation.

Government Combinations: The primary objective of this research project is to consider the financial reporting requirements for government combinations that are accomplished through annexation, consolidation, acquisition, or other means. This project includes the analysis of government combinations that have taken place in both the general governmental area (city/county consolidations and consolidated school districts, for example) and the business-type activities area (healthcare organizations, for example). In addition, the project addresses certain devolution (spin-off) issues; for example, accounting for a library district that was formerly a department in a primary government.
Plain-Language Articles: Technical Activities Described in a Nontechnical Manner

The GASB is committed to communicating in plain language with constituents about our standards and standards-setting activities. The GASB’s plain-language articles are designed to help make the Board’s technical activities more accessible to readers who may not be familiar with the latest accounting jargon. 

Since 2005, major new and proposed GASB standards have been accompanied by short explanatory plain-language articles written with users of financial statements and nonaccountants in mind. Because understandability for these audiences is the goal, the articles use a minimum of technical accounting language. 

Typically four to six pages in length, plain-language articles provide such essential information about GASB standards-setting activities as why a given project was undertaken, what accounting situation it addresses, an overview of the project history, what the pronouncement or proposal calls for, and—when applicable—how to provide input to the GASB, or a description of the role constituent feedback played in shaping the final pronouncement.

GASB’s plain-language articles are available for download at no charge on the GASB website, www.gasb.org. The Plain-Language Articles menu item is the first item  listed on the drop-down menu for the Education section on the GASB’s home page.
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