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FUND BALANCE REPORTING, GOVERNMENTAL FUND TYPE DEFINITIONS AND OTHER RELATED ISSUES

GASBS NO. 54

Introduction

The Governmental Accounting Standards Board (GASB) issued Governmental Accounting Standards Board Statement (GASBS) No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, in February 2009, with an implementation date of fiscal years beginning after June 15, 2010 for all governmental reporting entities.  Statement 54 considerably alters the categories and terminology used to describe the components that compose fund balance.  These changes are intended to enhance how fund balance information is reported and to improve its usefulness by establishing new fund balance classifications that are easier for users to understand and apply.  The new standard also clarifies the definitions of certain governmental funds. 

The new standard does not change the actual amount of fund balance reported, and does not change most aspects of day-to-day accounting.  This program discusses key provisions of the standard, identifies implementation issues for state and local governments, and provides guidance on accounting for implementation.  Early implementation is encouraged.  Fund balance reclassifications made to conform to the provisions of this Statement should be applied retroactively by restating fund balance for all prior periods presented.
Background

For the years 1882 through and including 2001 the basic balance sheet accounting model had been Assets = Liabilities + Equity.  And this model was adopted with the development of governmental accounting in1922.  In 1999 the GASB issued GASBS No. 34, Basic Financial Statements – and Management’s Discussion and Analysis.  GASBS No 34 impacted all state and local governments financial reporting beginning with 2002.  GASBS No. 34 required governmental funds to report fund balance using two basic categories:

· Reserved Fund Balance

· Unreserved Fund Balance

The reserved fund balance represented resources that had already been committed such as prepaid, inventory, long term receivables, debt service and encumbrances.  That is amounts that had been previously appropriated and resources had either been committed or expended to acquire.

The unreserved fund balance represented net resources that would be available to the commissioner’s court for future use.  And it is common to see the unreserved section separated into:

· Designated – notifying the reader that the fund balance pertaining to special revenue funds and capital project funds are in fact restricted for future use, and 

· Undesignated – notifying the reader that the resources are available and unencumbered

Over the years many reviewers of the financial statements for state and local governments perceived that there seemed to be a deficiency in the manner in which fund balance was being reported.  There seemed to be inconsistencies in the reporting and classification between what appeared to be like kind entities.  There did not seem to be clear disclosure as to what level of authority was asserting restrictions over the government’s resources.  Thus, in 2006 the GASB began exploring alternative methods for properly displaying and providing the transparency that the reader needed to better understand the nature of a governmental entity’s fund balance.  An exposure draft was issued in 2008 and the comments provided were incorporated into the final statement that was issued in 2009.

Stephen J. Gauthier, the director of technical services of the Government Finance Officers Association, in the April 2009 addition of the Government Finance Review very simply delineates the background for the new reporting model for governmental fund balance.  Mr. Gauthier points out that “Accountants use the term fund balance to describe the arithmetic difference between the assets and liabilities reported in a governmental fund (e.g., general fund, debt service, capital, special revenue).  The categories that have been used until now to present fund balance have focused on whether resources were available for appropriation (i.e., budgeting).  Thus, the traditional presentation of fund balance distinguished unreserved fund balance (i.e., available for appropriation) from reserved fund balance (i.e., not available for appropriation).”  

“Governments have always found it difficult to properly report fund balances when the uses of various fund amounts were restricted in a number of ways.  A dollar that couldn't be spent did not combine well with a dollar that could only be spent for a specific purpose, or a general fund dollar that could be spent without constraint.”  

Fund balances are not only a crucial bit of information for bond analysts, but also an indicator used by taxpayer associations, research groups, oversight agencies and legislators, all of whom are constantly scrutinizing governments for available liquid resources that can be used to pay long-term debt, reduce property taxes and expand government services.  Despite the widespread importance of fund balances, guidelines were unclear and definitions were vague or even absent.  As a result, consistency of financial statement preparation and subsequent interpretation suffered.

Fund balance reporting is unique to governmental fund accounting.  Fund balance represents the difference between the assets and liabilities reported within a governmental fund.  It has traditionally been broken into two components, reserved and unreserved, with a focus on identifying whether resources are available for spending in the subsequent year’s budget.  A governmental entity’s fund balance is among the most widely and frequently used financial information in state and local government financial reports.  
Why has the GASB issued new standards for reporting fund balance?

GASBS No. 54, was initiated to address issues related to how fund balance was being reported. 
· Initially The GASB’s original intention was to clear up confusion regarding the relationship between reserved fund balance and restricted net assets. 
· However, research revealed that the existing standards guiding fund balance reporting were being interpreted inconsistently by different governments as well as external auditors.

· The understandability of fund balance information was affected and that financial statement users were unable to readily interpret reported fund balance information.

The GASB issued Statement No. 54, in an effort to establish a constraint-based approach in reporting fund balances.  The statement also revises governmental fund type definitions and clarifies required reporting for stabilization funds (such as the governmental “Rainy Day” fund).  GASBS No. 54 applies to fund balance presentations as displayed on the governmental fund balance sheet.  It does not impact the reporting of proprietary and fiduciary fund balances.  GASBS No. 54 is effective for governmental reporting to the State of Texas for County’s fiscal year ending in 2011.
The GASB developed GASBS No. 54 to address the diversity of practice and the resulting lack of consistency that had evolved in fund balance reporting.  To reduce confusion, the new standards establish a hierarchy of fund balance classifications based primarily on the extent to which a government is bound to observe spending constraints imposed upon how resources reported in governmental funds may be used.  

GASBS No. 54’s hierarchy develops distinguishing characteristics to allow for fund balance to be classified based on the relative strength of the constraints that control the purposes for which specific amounts can be spent.  Beginning with the most binding constraints, fund balance amounts will be reported in the following classifications: 

· Nonspendable

· Restricted

· Committed

· Assigned

· Unassigned

New Fund Balance Classifications

The five-tier fund balance classification hierarchy that is developed with GASBS No. 54 depicts the extent to which a government is bound by spending constraints imposed on the use of its resources.  Note that not all of these classifications will be needed in every governmental fund or by every County.  
Nonspendable Fund Balance - The nonspendable fund balance classification reflects amounts that are not in spendable form.  Examples include inventory, prepaid items, the long-term portion of loans receivable, and nonfinancial assets held for resale.  This classification also reflects amounts that are in spendable form but that are legally or contractually required to remain intact, such as the principal of a permanent endowment.(GASBS No. 54, para. 6)
Restricted Fund Balance - The restricted fund balance classification reflects amounts subject to externally imposed and legally enforceable constraints.  Such constraints may be imposed by creditors, grantors, contributors, or laws or regulations of other governments, or may be imposed by law through constitutional provisions or enabling legislation.  These are the same restrictions used to determine restricted net assets as reported in the government-wide, proprietary fund, and fiduciary trust fund statements. (GASBS No. 54, para 8)
Committed Fund Balance - The committed fund balance classification reflects amounts subject to internal constraints self-imposed by formal action of the government’s highest level of decision-making authority.  The constraints giving rise to committed fund balance should be imposed no later than the end of the County’s reporting period for the fiscal period beginning after June 15, 2010.  The actual amounts may be determined subsequent to that date but prior to the issuance of the financial statements. (GASBS No. 54, para 10)
In contrast to restricted fund balance, committed fund balance may be redirected by the government to other purposes as long as the original constraints are removed or modified in the same manner in which they were imposed, that is, by the same formal action of the highest level of decision-making authority. 

“Formal action” varies considerably from government to government.  For example, formal action for which governments such as cities, counties, or states have authority typically includes the passage of laws, ordinances, or levies.  By contrast, formal action for a Texas County is action provided through a public meeting, properly posted, where at least three members of the Commissioner’s court is present and a vote is taken, a resolution passed or a budget is adopted.  Therefore, the difference between the committed classification and the assigned classification may not be great.
Assigned Fund Balance - The assigned fund balance classification reflects amounts that the government intends to be used for specific purposes.  Assignments may be established either by the governing body or by a designee of the governing body, and are subject to neither the restricted nor committed levels of constraint. 

In contrast to the constraints giving rise to committed fund balance, constraints giving rise to assigned fund balance are not required to be imposed, modified, or removed by formal action of the highest level of decision-making authority.  The action does not require the same level of formality and may be delegated to another body or official.  Additionally, the assignment need not be made before the end of the reporting period, but rather may be made any time prior to the issuance of the financial statements.  

The difference between the committed and assigned fund balance classifications may be minimal.  A County would not be required to report both classifications, but which ever classification(s) is used, the County must disclose in the notes to the financial statements the nature of the constraints giving rise to whichever classification(s) it does report. (GASBS No. 54, para 13)
Unassigned Fund Balance – Is found only in the general fund.  The unassigned fund balance classification reflects the residual balance that has not been assigned to other funds and that is not restricted, committed, or assigned to specific purposes. 

In any fund other than the general fund, a positive unassigned fund balance is never reported because amounts in any other fund are assumed to have been assigned, at least, to the purpose of that fund.  However, deficits in any fund, including the general fund, which cannot be eliminated by reducing or eliminating amounts assigned to other purposes, are reported as negative unassigned fund balance. 
(GASBS No. 54, para 17)
Why is unassigned fund balance reported only in the general fund?

When a government transfers resources from the general fund to another governmental fund, it is communicating that, at a minimum, it intends to use those resources for the purpose of the fund receiving them.  This expression of intent meets the requirements for classification as assigned fund balance.  Because unassigned fund balance represents amounts that are not constrained in any way, not even by an intention to use them for a specific purpose, the general fund is the only appropriate place to report this classification of fund balance.  In the other governmental funds, however, if a government spends more on a specific purpose than the resources available for that purpose in the fund, then it may need to report a negative amount as unassigned fund balance.  If a government cannot cover the deficit with amounts assigned to other purposes in that fund, then the remaining deficit should be reported on the unassigned fund balance line.

What is the primary objective of allocating fund balance?
To isolate for the reader that portion of fund balance that is not available for use in the subsequent period’s budget.

Comparison of Previous and New Fund Balance Classifications

The following is a discussion of how amounts reported in the previous fund balance classifications are reported in the new classifications.  The previous fund balance classifications were Reserved Fund Balance and Unreserved Fund Balance.  Unreserved Fund Balance was further classified as either Designated Unreserved Fund Balance, or Undesignated Unreserved Fund Balance.  The reporting focus was on the availability of resources for appropriation.  The new fund balance classifications shift the reporting focus to the extent to which a government is bound by spending constraints imposed on its resources. 

Reserved Fund Balance - The previous reserved fund balance classification was composed of resources meeting the following criteria:
1. Resources that cannot ever be spent because of form (for example, inventory).
2. Resources that cannot yet be spent (for example, accounts receivable, long-term loans receivable).
3. Resources that are available for spending but whose use is externally restricted to a purpose narrower than the purpose of the fund in which they are reported (for example, donor-restricted grants). 

Resources meeting the first criterion are now always reported in the nonspendable fund balance classification. 

Resources meeting the second criterion are now normally reported in the new nonspendable fund balance classification, unless there are constraints on the amounts that will eventually be received, in which case they are reported as restricted, committed, or assigned fund balance according to the nature of the constraint. 

Resources meeting the third criterion will always be reported in the restricted fund balance classification. 

Unreserved Fund Balance - The previous designated unreserved fund balance classification was composed of resources meeting the following criteria:

1. Limitations were imposed by the governing body upon itself.
2. Amounts were set aside by management in connection with tentative plans.

Resources meeting the first criterion will typically now be reported as assigned fund balance, or may be reported as committed if the constraints meet the criteria for the committed classification. 
Resources meeting the second criterion will now be reported as either assigned or unassigned fund balance, depending on whether management has been delegated the authority to make the assignment. 

The previous undesignated unreserved fund balance classification was the residual fund balance classification, and generally was composed of resources meeting the following criterion:
1. No limitations were imposed either internally or externally. 

However, this classification may also have included amounts for which:

2. The use was restricted, but to a purpose not narrower than the purpose of the fund in which it was reported.
3. The criteria to be reported as designated unreserved fund balance were met, but the designation was not mentioned in the financial statements. 

A key difference between the previous and new fund balance classification standards is that the new standards do not require that a restriction be narrower than the purpose of the fund in which an amount is reported in order for the amount to be reported as restricted fund balance.  Under previous standards, resources constrained for specific purposes that were reported as reserved in the general fund may have been reported as unreserved in another fund, if the other fund was restricted only for those purposes.  Resources constrained for specific purposes will now always be reported in the restricted, committed, or assigned classifications regardless of the fund in which they are reported.  For example, the fund balance of a debt service fund in which the revenues and expenditures were externally restricted for making long-term debt payments might have been reported as unreserved under the previous fund balance standards, but will be reported as restricted under the new fund balance standards. 

Another key difference is that reporting of designated unreserved fund balance was optional under the previous standards.  Unreserved amounts that were not reported as designated were reported as part of the undesignated unreserved fund balance.  Under the new standards, the use of an appropriate fund balance classification is required. 
The old components and the new components of fund balance would equate as follows:

· Reserved Fund Balance = Nonspendable + Restricted

· Unreserved Fund Balance = Committed + Assigned +Unassigned

Stabilization Arrangements and Minimum Fund Balance Policy
GASBS No. 54 defines stabilization arrangements, or “rainy-day” funds, as formal arrangements to maintain amounts for budget or revenue stabilization, working capital needs, contingencies or emergencies, and other similar purposes.  GASBS No. 54 gives explicit direction on how stabilization arrangements may be reported. 

The authority to set aside resources often comes from a statute, ordinance or constitutional provision.  The formal action that creates these funds should identify and describe the specific circumstances under which these funds may be used.  The statement provides that resources accumulated pursuant to a stabilization arrangement may be classified as restricted or committed fund balance only if:

· the constraints on these amounts meet the criteria for the amounts to be reported as restricted or committed,

· only if the circumstances in which the resources may be spent are both specific and non-routine, and

· the stabilization arrangement has been approved by the highest level of governmental control.

Stabilization funds can be classified as either restricted or committed fund balance if they meet the criteria previously discussed.  If the criteria of restricted or committed are not met, then stabilization agreements should be reported as unassigned.  The standard specifically provides that stabilization arrangements may never be reported as assigned fund balance. (GASBS No. 54, para. 21, 26)
Governments can choose where to disclose information about constraints placed on the different classifications of fund balance.  The information can be displayed on the face of the balance sheet, or only aggregate amounts can be reported with the constraints disclosed in the notes to financial statements. 
The Economic Stabilization Fund  (the “Rainy Day” Fund – reserve for economic uncertainties) maintained by Texas pursuant to the Criteria and Standards for fiscal solvency adopted by the State Comptroller is a stabilization-like arrangement of the "minimum fund balance policy" type.  The “Rainy Day Fund” does not meet the criteria to be reported as either restricted or committed because it is not an externally enforceable legal requirement: even though the fund is constitutionally established, it may be used to eliminate temporary cash deficits in the general revenue fund or may be used for any purpose with a two-thirds vote of members present in both houses; but, the circumstances in which the Fund might be spent are by their nature neither specific nor non-routine. 

The “Rainy Day” Fund must therefore be reported as unassigned fund balance.  It is not a special revenue fund, or a capital improvement fund – it is fund balance belonging to the State’s General Fund.  To mitigate the potential that classifying the reserve as unassigned might lead users to underestimate the importance of the reserve or conclude that it is available for spending, the State will need to provide note disclosures to reinforce the reader’s understanding of the available reserve. 
Establishing a Governmental Fund Balance Policy

A governmental fund balance policy establishes a minimum level at which a fund balance is to be maintained.  This minimum level provides a financial cushion to protect against unforeseen events such as revenue shortfalls or unanticipated expenditures.  Note that only committed, assigned and unassigned fund balances are relevant to a fund balance policy because nonspendable and restricted fund balances are not in a form or otherwise free from externally enforceable restrictions that would allow them to be used for any purpose.

A County’s fund balance policy should not be limited to the concept of a “rainy day” fund.  Many Counties may find it prudent to maintain reserves above the minimum level that have been officially approved by the commissioner’s court.  All reserves should be included in the County’s policy and explained in the required financial statement note disclosures. 

In reality it is reasonable to expect that every commissioner’s court maintains an “economic stabilization fund” and may have informally adopted a minimum fund balance policy, in substance if not in form, and should commit that policy to writing.  Regardless of whether the commissioner’s court has committed the policy to writing, GASBS No. 54 seems to infer that a related note disclosure is still required.

The fund balance policy should include the means by which the County will replenish any deficiency in the event that the County must spend some of its reserve.  These means might include dedicating new unrestricted revenues or budgetary savings in the current year to restoring the reserve, and reducing the expenditure budget for the following year to the extent necessary to restore the reserve.

Appropriated Fund Balance 

Usually a local government only classifies fund balances at year end for financial reporting purposes. Thus only current, and not future, net resources are classified. Typically, the subsequent year’s budgeted expenditures are expected to be paid from the subsequent year’s revenues and not the current reporting year’s ending fund balances. On occasion, local governments will adopt a “deficit” budget, or in other words, a budget is adopted and more expenditures are approved than anticipated revenues and therefore requires a drawdown of beginning fund balance for the subsequent year.  An appropriation of existing fund balance to eliminate a projected budgetary deficit in the subsequent year's budget in an amount no greater than the projected excess of expected expenditures over expected revenues satisfies the criteria to be classified as an assignment of fund balance. (GASBS No. 54, para 16)
Governmental Fund Definitions

To further improve the usefulness of fund balance information, GASBS No. 54 also provides clarification of the definitions of governmental fund types that have proven to be a source of confusion in the past.  Interpretations of certain terms within the definition of the special revenue fund type are provided below and, for some governments, those interpretations may affect the activities they choose to report in those funds.  The capital projects fund type definition also was clarified for better alignment with the needs of preparers and users.  Definitions of other governmental fund types also have been modified for clarity and consistency.

General Fund – is to be used to account for and report all financial activity that is not reported in another governmental fund.

Special Revenue Funds - The special revenue fund definition has been clarified to convey that this fund type is used only to report the proceeds of specific revenue sources that are restricted or committed for purposes other than debt service and capital outlay, and that compose a substantial portion of the fund’s resources.  Other sources, such as interfund transfers, may supplement the fund as long as those sources are committed or assigned to the purposes of the fund.  Once restricted or committed revenue sources no longer compose a substantial portion of the special revenue fund, the use of that fund should be discontinued and the remaining sources reported in the general fund. (GASBS No. 54, para 30 and 31)

What constitutes a “substantial portion” to qualify as a special revenue fund?

There was no standard numeric range specifically stated in GASBS No. 54.  The often spoken of “standard” requires “revenue” to be recognized in the special revenue fund - if the resources initially comply with the definition as stated in the Statement – i.e. program revenue, committed revenue, interest, etc.  If the revenues are received in another fund, such as the general fund, and subsequently transferred to a special revenue fund, they should not be recognized in the fund the receiving fund.  If on the other hand they are received by the general fund, but were committed for use in the special revenue fund, they should be recognized as revenue in the special revenue fund from which they will be expended.  

Government’s may use this calculation to determine whether an activity would qualify for reporting as a special revenue fund.

Substantial portion of inflows = (restricted revenues + committed revenues)

Total Inflows reported in the fund

In the calculation restricted revenues are defined as resources externally restricted or having restrictions imposed by internal enabling legislation (same definition as restricted net assets used in government-wide reporting).  The committed revenues are resources with constraints imposed by the highest level of the government, where the constraints can be removed only by a similar action of the same governing body.  Total Inflows are defined as the inflows of all financial resources.  Total inflows will include transfers and other financing sources such as debt issuances.

The Government Finance Officers Association has indicated “around 20 percent” (i.e. equal to or greater than) is reasonable for justifying a special revenue fund.  Entities also need to consider factors such as past resource history, future resource expectations and unusual current year inflows such as debt proceeds.

Capital Project Funds - The definition of capital project funds was broadened to include capital outlay acquisitions in addition to capital facilities, including items that are capital in nature but do not meet the government’s capitalization threshold.  Capital outlay funds specifically established for tracking capital facilities projects will continue to be defined for reporting only capital facilities projects.  

Debt Service Fund – should report all resources and uses of funds that are restricted, committed, or assigned to the servicing of the county’s debt principal, interest, and related service costs.  This is not restricted just to the current period.  All funds being accumulated for servicing the debt in future years should also be reported in the debt service fund.

Permanent Fund – should report all resources that are restricted to the extent that only the earnings, and not the principal, may be used for purposes of support of government programs.  Private purpose trust funds which are held in trust by the county for the benefit of individuals, private organizations or other governments should not be included with other permanent funds.

Post Employment Benefit Fund - Funds for Postemployment Benefits, are not substantially composed of restricted or committed revenue sources.  While these funds have been created by many governments and will remain open, it needs to be closely evaluated to insure that they are not functioning as extensions of the general fund.  If they are then they need to be combined with the general fund for presentation in the audited financial statements, or that the departure from GAAP should be explained in the financial statements.  Your external auditors should be asked to evaluate and recommend the proper presentation and disclosures.

Proprietary and Fiduciary Fund Types – GASBS No. 54 makes it clear that its provisions apply only to governmental funds.  Therefore, the new fund balance classifications and associated object codes do not apply to the proprietary and fiduciary fund types.  Components of net assets in these fund types will be displayed as invested in capital assets net of related debt, restricted assets, and unrestricted assets.

Encumbrances

All governmental funds under the control of the county auditor are subject to an encumbrance accounting system.  The County is required to ensure no agreement or contract shall be entered into, nor expense incurred by any department or individual which will result in an obligation in excess of the appropriation made available by commissioner’s court.  In governmental accounting, commitments related to unfilled contracts for goods and services including are normally accounted for as an encumbrance.  An encumbrance is a transaction designed to set resources aside (accrued) for a specific future use.  Funds can be encumbered by a purchase order by a contract or by a court order.  An encumbrance in and of itself indicates that the governmental entity has established a legal obligation.  The purpose of encumbrance accounting is to prevent further expenditure of funds in light of commitments already made.  Encumbrances are ordinarily entered in the general ledger.  The recording of these encumbrances;

· Reserves within a budgeted expenditure the anticipated amounts required to cover the obligations as they become payable after the goods are delivered or the services are rendered, and 
· Reduces the available budgetary balance in that particular expenditure.  
The offset for the encumbrance entry is to the “reserve for encumbrances” a budgetary account normally found in the equity section of the general ledger.  Thus, the recording of encumbrances serves as a valuable aid to allow operational departments the ability to keep expenditures within amounts budgeted. (GASBS No. 54, para. 24)

The current accounting practice at year-end provides that all outstanding encumbrances still open for the fiscal period will be handled in one of the following manners:

· As designated unreserved fund balance if the county practice is re-appropriating the encumbrance as part of the following fiscal year’s budget, or

· As reserved fund balance if the county practice is to allow the unexpended appropriations to be available for subsequent expenditure to the extent that encumbrances have been incurred at year end, provided the expenditure is presented for payment during the succeeding two month “lapse period.”
Thus, at year end encumbrances are not accounted for as expenditures and liabilities but, rather, as reservations of fund balance.  At year-end, the encumbrance account is closed out against fund balance.

With GASBS No. 54 the accounting horizon changes - for counties that use encumbrance accounting, significant encumbrances are to be disclosed in the notes to the financial statements by major funds and non-major funds in the aggregate in conjunction with required disclosures in the notes to the financial statements with other significant commitments.  Encumbering amounts for specific purposes for which resources already have been restricted, committed or assigned should not result in separate display of the encumbered amounts within those classifications.  Encumbered amounts for specific purposes for which amounts have not been previously restricted, committed or assigned should not be classified as unassigned but, rather, should be included within committed or assigned fund balance, as appropriate based on the definitions as provided by the Statement.  Encumbrances are not to be displayed on the face of the government fund financial statements.

Encumbrances should not be displayed separately within the restricted, committed, and assigned categories.  For governments that use encumbrance accounting, encumbering funds that are already restricted, committed or assigned based on the source and strength of the constraints placed on them do not further limit the use of the amounts reported in these classifications.

However, amounts encumbered for a specific purpose for which amounts have not been previously restricted, committed or assigned, should be classified as either committed or assigned, based on the criteria previously discussed for these two classifications. Significant encumbrances at year-end should be disclosed in the notes to the financial statements, along with other significant commitments.

Required Disclosures

As one reads through Statement 54 one finds that our need for disclosures have not only been increased, but those that we are already providing in the footnotes to our financial statements have been expanded.  The following list of disclosures being provided here may not be complete – but at lease it is a beginning to build on.  Statement 54 requires the following disclosures to be made:

· The county’s policy regarding the order of spending (first in – first out, restricted funds first, etc.)for:

· Restricted and unrestricted fund balance

· Committed, assigned and unassigned fund balance

· Encumbrances - if significant are disclosed in conjunction with other disclosures of significant commitments

· Should be disclosed in the notes to the financial statements by major fund and nonmajor funds in the aggregate

· Should not be displayed separately within the restricted, committed and assigned categories

· For nonspendable fund balance, the amount not in spendable form and the amount that must be maintained intact must be disclosed separately.  For restricted fund balance, major restricted purposes should be disclosed. Major specific purposes should also be disclosed on committed and assigned fund balance.

· County stabilization arrangements (i.e. contingency, emergency reserves)

· Authority for establishing

· Requirements for additions

· Conditions under which amounts may be used

· The stabilization balance if not apparent on the face of the statements

· The County’s minimum fund balance policy should cover the following elements:

· Should address the appropriate level of unrestricted fund balance that is to be maintained in the general fund – can be a range or a fixed amount

· Should apply to unrestricted fund balances for the general fund

· Should apply to committed, assigned and unassigned

· The circumstances under which the unrestricted fund balance can be used (there should be specifics), and

· The policy for replenishing the fund balance if there is a deficiency (source of funding and the time period for replenishing should be stated)

· The County should address in their fund balance policy and disclose when higher minimum balances should be considered – for instance:

· Volatility in operating revenues

· Potential need for support for other funds

· Exposure to natural disasters

· Rapidly growing budgets

· Timing differences between revenue collections and expenditures

· If the county does not establish a minimum fund balance policy, then there needs to be a default policy that needs to be disclosed establishing the methodology for the use of unrestricted fund balance, then committed, assigned and unassigned – in this respective order

· For committed fund balance:

· The government’s highest level for decision making, and

· The formal action that must be taken to establish, modify, or rescind a fund balance commitment

· For assigned fund balances;

· The governmental body or the individual authorized to assign amounts to a specific purpose, and

· The policy established by the governing body pursuant to which that authorization is given

· Nonspendable fund balance – if displayed in the financial statements in the aggregate, then the detail for components should be disclosed in the notes to the financial statements

· Restricted, committed or assigned fund balance – if displayed in the financial statements in the aggregate, then the notes to the financial statements should disclose the detail of the components

· For each special revenue fund

· Purpose of the fund

· Revenues and other resources reported for the fund

The Ever Changing Conceptual Framework

The new standards clarify the definitions of individual governmental fund types.  It re-defines certain terms within the definition of special revenue fund types, while further clarifying the debt service and capital projects fund type definitions.  And the standard also specifies how economic stabilization or "rainy-day" amounts should be reported.  All of which is the most recent step in an effort to redefine the conceptual framework for governmental accounting.

Robert H. Attmore, chairman of the GASB commented, “Fund balance reporting on financial statements is critical to understanding the financial health of state and local governments.  GASBS No. 54 sets forth clear criteria for reporting fund balance so that users of governmental financial statements will receive more consistent and understandable information that is useful for making economic, social and political decisions.”

For over 40 years concept statements have been forth coming from various organizations that have set standards for governmental accounting and reporting.  Concept statements express the philosophy and the constraining boundaries that are to be used in the development of governmental accounting and reporting.  Standardizing the use of these concepts statements has long been a focus of the GASB.  Consistent standards produce consistent results that then are comparable over time.  Concept Statement No. 1, Objectives of Financial Reporting, was issued in 1987 by the GASB.  Subsequently Statements 2, 3, and 4 were issued.  Those coupled with GASBS No. 14,20,34,39,54,and 60 have been a continual attempt to move governmental; reporting forward to consistent standards for reporting.  But, as with most all theory ripples will occur as the streams boundaries change.

What are the cultural differences between government and businesses?
The differing needs of the users of governmental and business enterprise financial reports reflect the different environments in which the organizations operate.  These different environments depict the need for cultural differences that have historically established the conceptual frameworks developed by GASB and FASB.  Some of the principal differences are:

Organizational Purposes - The purpose of government is to enhance or maintain the well-being of citizens by providing public services in accordance with public policy goals.  Major public services provided by state and local governments include:

· Public safety, 
· Education, 
· Health, and 
· Transportation.
Among other reasons, government provides these services because the economic incentives have never been sufficient for business to provide them at the quantity, quality, and price considered appropriate by public policy.  Return on investment is not a goal for governments, so they need to develop and report other measures of accomplishment.  The predominant business enterprise performance measures net income and earnings per share - have no meaning in a governmental environment.  Instead, governments focus on providing services and goods to constituents in an efficient, effective, economical, and sustainable manner.  A government's financial reports should give creditors, legislative and oversight officials, citizens, and other stakeholders the information necessary to make assessments and decisions relevant to their interests in the government's accomplishment of its objectives.
Potential for Longevity - Because of their ongoing power to tax and because of the ongoing need for public services, governments rarely liquidate.  The possibility of achieving longevity, however, is not as likely for business enterprises.  Business enterprises will go out of existence if, for an extended period of time, they are unable to sell their products or services for more than it costs to produce them.  Further, a business may also cease to exist if it is acquired by another entity.  Financial statements of business enterprises generally are prepared using a "going-concern" assumption, meaning that assets and liabilities are not adjusted to their liquidation values; however, this is not equivalent to a presumption of extended longevity.  Users of business enterprise financial statements may use those statements to assess longevity.  In financial statements of a business enterprise, emphasis is placed on the recoverability of assets, such as through future sales, and on the fair values of certain assets and liabilities.  In contrast, the ability of governments to exist in the future generally is not in doubt, but rather the question is the sustainability of the level of services provided and the ability to meet future levels of demand for services.  As a result, the emphasis generally has been on the allocation of resources to government programs, the determination of the cost of services (as noted above), and providing a longer term view of operations.

The longer term view of operations of government is consistent with focusing on trends in operations, rather than on short-term fluctuations, such as in fair values of certain assets and liabilities.  Immediate recognition of changes in fair values of assets set aside in employee benefit plans is appropriate accountability reporting in the employee benefit plans that hold those assets.  However, it is not appropriate for government employers to immediately recognize those fair value changes or changes in accrued actuarial liabilities resulting from a change in benefit plan terms.  These short-term fluctuations could produce a measurement of the period's employee benefit costs, which are included in cost of services, which may be less decision-useful for governmental financial report users.  Financial reporting by business enterprises is more likely to recognize such changes in fair value because of the importance of the current value of equity.

Role of a Budget - For governments, a budget takes on a special legal significance.  Governmental budgets are expressions of public policy priorities and legally authorize the purposes for which public resources may be spent.  In fact, governmental budgets can be the primary method by which citizens and their elected representatives hold the government's management financially accountable.  For business enterprises, the budget represents an internal financial management tool that is controlled entirely by management and is considered proprietary in nature.

Conceptual Framework - Both the GASB and the FASB have developed Concept Statements setting forth the objectives of financial reporting.  The objectives are the central core of the conceptual frameworks for standards and reflect the differing needs of users of financial reports of governments and business enterprises.  Reflecting the needs of their stakeholders, including citizens and their elected representatives, governments predominantly focus on accountability in financial reporting.  For governments, information necessary to make political and social decisions is as important as information necessary to make economic decisions in shaping accounting and financial reporting objectives.  Reflecting the needs of the stakeholders of business enterprises, including equity investors, financial reporting of business enterprises predominantly focuses on financial performance—earnings and its components.  For business enterprises, information for making economic decisions is most important in shaping accounting and financial reporting objectives.

(Note: - The conceptual framework of the GASB is not yet complete, even after issuing Concepts Statement No. 3, and GASBS No 34,45, and 54.)

In recognizing that users of governmental financial reports are also interested in assessing non-financial performance of governments, the GASB recognized the importance of these measures in Concepts Statement No. 1, Objectives of Financial Reporting.  The objectives, elements, and characteristics of service efforts and accomplishments (SEA) reporting were expanded on in GASB Concepts Statement No. 2, Service Efforts and Accomplishments Reporting.  The objective of SEA reporting is to provide more complete information about a governmental entity's performance than can be provided by the traditional financial statements and schedules to assist stakeholders in assessing the economy, efficiency, effectiveness, and sustainability of services provided.  To promote achievement of the objective of SEA reporting, SEA information focuses primarily on measures of service accomplishments (outputs and outcomes) and measures of the relationships between service efforts and service accomplishments (efficiency).  On the other hand, business enterprise financial reporting objectives do not recognize non-financial reporting measures.  Although some believe that it would be beneficial to require business enterprises to report certain non-financial measures, however competitive considerations of business enterprises limit the amount of information that could be provided.  Some non-financial measures that would provide decision-useful information to financial report users might also be considered "trade secrets" that would threaten the competitiveness of a business.

The GASB's project to define the elements of financial statements is not yet complete, but even now it is clear that the definition of an asset for governments will differ from the definition for business enterprises.  One of the inherent characteristics of an asset is that it provides future benefit.  The future benefit that governments recognize is an asset's ability to contribute to providing the public services and goods that are the mission of government.  Assets such as roads, courthouses, libraries, and parks directly provide public services or goods.  Other types of assets, such as investments, indirectly contribute to providing public services and goods when they produce cash used to acquire public services and goods.  For business enterprises, the only future benefit provided by an asset is its economic benefit—a capacity, singly or in combination with other assets, to contribute directly or indirectly to future net cash inflows.  As the conceptual framework progresses, other differences may well be identified.

Relationship with Stakeholders - Individual citizens must pay taxes as agreed to by the citizenry collectively through elections or decisions of elected representatives, and as previously noted, individual taxes paid are not directly correlated with services received.  Accordingly, governments should meet a standard of accountability that is broader than for business enterprises.  Furthermore, citizens are interested in evaluating inter-period equity by determining whether current taxpayers and users of government services fully financed the costs of providing current-period services or whether taxes and user fees from prior or future periods were, or will be, needed to finance the current services provided.  Consequently, one important focus of governmental financial reporting is on providing systematic and rational cost-of-service information.  Additionally, users of financial reports may wish to evaluate the combination of taxes, user fees, grants, and borrowings used to finance current services.  In contrast, because business enterprises focus primarily on increasing shareholders' equity, their financial reports show changes in equity of the enterprise during the current period.  Except for those with large blocks of shares, public company shareholders typically can easily end their relationship with any individual business enterprise by selling their shares and, consequently, focus on the current and future value per share.

Sources of Revenue - The principal source of revenue for government is taxation, which is a legally mandated involuntary transaction between individual citizens and businesses and their government.  The principal source of revenue of business enterprises is voluntary exchange transactions between willing buyers and sellers.

Because the assessment and the collection of taxes are not transactions in which equal values are exchanged at arm's length and are not the culmination of an earnings process as are most transactions of business enterprises, transactions involving taxes require specialized accounting treatment.  For example, governments may collect property taxes in a period prior to the period for which the taxes legally apply.  The question then arises whether governments should record the taxes as revenue in the year collected or attribute them to the year for which the taxes apply.  The GASB has addressed this issue by requiring that property taxes be reported as revenue in the period for which levied.  This promotes assessment of inter-period equity by associating costs of services with revenues collected to finance those services.

Other Environmental Differences:

· The Definition of the Reporting Entity
· Accounting Standards For:

· Capital Assets

· Property Taxes

· Fund Accounting

· Pension and Other Post Employment Benefits

· Gifts and Grants
· Debt Funding
· Service Oriented Assets, and
· The Reporting Model
Governments are fundamentally different from business enterprises.  As a result, separate accounting and financial reporting standards for governments are essential to meet the specific needs of the users of governmental financial reports.  The standards for governments need to reflect the unique environment of government, including different organizational purposes and special legal powers, and to effectively address public accountability issues inherently related to the unique government environment.

Recommendations 

Adoption of Comprehensive Fund Balance Policy 

The GASB’s Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, identifies fund balance accounting policies that a local government may have or should consider.  The Comptroller of the State recommends that each local government establish a formal comprehensive fund balance policy relating to accounting and financial reporting of governmental fund balances.  A local government’s fund balance policy could address the following areas: 

· Minimum fund balance 
· Order of resource use 
· Stabilization arrangements 
· Committing fund balance 
· Assigning fund balance 

The governing body should establish/approve the comprehensive fund balance policy. 


Minimum Fund Balance 

Counties should determine and establish in their fund balance policy a desired minimum level of unrestricted fund balance to maintain in their general fund and other significant governmental funds.  The commissioner’s court should keep revenue streams in mind when determining a minimum level of fund balance for their policy.  Often a County’s revenue stream is not evenly distributed throughout the year.  A County will need sufficient beginning fund balances to pay expenditures until these revenues are received.  For example, funds that rely heavily on property taxes, must maintain sufficient financial resources until the next tax revenue collection cycle.  Funds that rely on state appropriations and grants should consider the timing of those payments.  Also, Counties need to maintain a prudent level of financial resources to protect against a forced service level reduction or having to raise taxes and fees because of temporary revenue shortfalls or unpredicted one-time expenditures. 
Other considerations include the predictability of revenues and the volatility of expenditures.  A County may need higher levels of unrestricted fund balance if significant revenue sources are subject to unpredictable fluctuations or if operating expenditures are highly volatile, such as greater expenditures in the early part of the year.  The availability of resources in other funds and the potential drain on the general fund resources from other funds could affect the necessary level of minimum unrestricted fund balance.  The availability of resources in other funds may reduce the amount of unrestricted fund balance needed in the general fund, just as deficits in other funds may require that a higher level of committed, assigned and unassigned fund balances be maintained in the general fund. 

After establishing a minimum level of committed, assigned and unassigned fund balances, the policy should provide for both a time frame and a specific plan for increasing or decreasing the level of committed, assigned and unassigned fund balances.  If the actual committed, assigned and unassigned fund balance is not consistent with the policy, a plan should be developed by the governing body that will allow for compliance with the desired minimum level.  The fund balance policy should include a provision for a regular review of the sufficiency of the minimum fund balance level. 
Order of Resource Use 

The commissioner’s court should include in their comprehensive fund balance policy the normal order of resource use.  The policy should identify which fund balance resources (restricted or unrestricted) are normally used first when an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available.  Also, for unrestricted fund balance, the local government should identify the order in which committed, assigned, or unassigned amounts are spent when an expenditure is incurred for purposes for which amounts in any of those unrestricted fund balance classifications could be used. 

Stabilization Arrangements 

The commissioner’s court should consider establishing a stabilization arrangement for emergency situations in their comprehensive fund balance policy.  The policy should establish the amount to be set aside, identify the types of non-routine emergencies/situations that would meet the need for use of stabilization funds, and clearly state that the amount set aside may only be used for the identified emergency situations. 


Committing Fund Balance 

The commissioner’s court should identify in its comprehensive fund balance policy its process for committing fund balance to a specific purpose.  The policy could identify the local government’s highest level of decision making authority, what formal action is required to commit fund balance, and what specific purposes normally will require committing resources. 

Assigning Fund Balance 

Should the commissioner’s court decide to delegate the authority to assign fund balance for a specific purpose, that decision should be clearly stated in their comprehensive fund balance policy:

· the official authorized or the body to assign amounts to a specific purpose, 
· the types of specific purposes that may be assigned by that body or official,

· how the amounts for such assignments are arrived at,

·  and whether the governing body will set the assignments annually or will set up a process to make the assignment based on the guidelines established by the governing body. 

Appropriate Fund Balance Levels 

At or before year-end, the commissioner’s court should insure that the assigned and unassigned fund balances in their general fund and special revenue funds are equivalent to 120 days of operating capital needs.  This amount should provide the County with adequate funds begin to begin the fiscal year until the collection cycle  begins.

Implementation Preparation

It is necessary for preparers to closely analyze all governmental funds in a government and work with legal and budgetary staff to gain assurance that fund balances will be reported properly.  Some funds may no longer be special revenue funds, and capital project funds may differ for statutory or budgetary purposes and GAAP.  The analysis of a capital project fund may therefore have to be at the individual project level.  This analysis will be a challenge for most Counties in the State with large capital programs and complex capital authorizations.
To properly implement Statement No. 54, Counties should perform the following:

· Explain the order of spending from restricted, committed, assigned or unassigned balances in their summary of significant accounting policies footnote to the basic financial statements. 

· Draft a fund balance policy that identifies the highest level of decision-making authority needed to commit a balance and the person authorized to assign a balance. 

· Disclose any minimum fund-balance requirements within the summary of significant accounting policies footnote to the basic financial statements.

They should also review their fund structure as soon as possible and define any necessary changes in presentation.  The differences between commitments and assignments should also be defined.  In addition, governments should determine if they have the information needed to restate previous fund balance statements in statistical sections of comprehensive annual financial reports to make previous years’ information comparable to current disclosure.  This step, though not required, is recommended because a reader of the financial statements may want to perform a long-term trend analysis on the elements of fund balance. (GASBS No. 54, para. 36)

Analysis of Special Revenue Funds

A specific revenue source is generally required that is restricted or committed to expenditures for the specific purpose (other than debt service or capital projects) of the special revenue fund.  Restrictions are outside the control of the entity; however the governing body has the power to establish commitments.  Commitments must be established before year end.  The entity should document the restriction and/or commitment for each special revenue fund.  Special revenue funds that do not meet GASB 54 requirements should be reclassified, generally to the General Fund.  The County may want to amend the General Fund budget for any reclassified activity for reporting purposes
To remain a special revenue fund, the fund must:

· Report restricted or committed specific revenue sources. 
· Those specific revenue sources must be restricted or committed to expenditure for specific purposes. 
· The specific revenue sources must be expected to continue to be a substantial portion of the inflows. 
· Transfers-in do not count as a specific revenue source. 
The GASB does not require the reporting of special revenue funds.  With GASBS No. 54, there are additional disclosure requirements for each special revenue fund presented.  Special revenue funds that do not meet the reporting requirement should be reclassified to the general fund along with the fund’s budget.
Capital Project Funds – 
Counties are now allowed to account for any financial resources that are restricted, committed or assigned for capital outlays (other than those financed by proprietary or fiduciary funds) in capital project funds.  Activities related to capital outlay previously reported as a special revenue fund, because the expenditures were not for major capital facilities, should be reclassified to a capital project fund during 2011.

Conclusion

To improve consistency and help reduce confusion, the GASB has issued GASBS No. 54, Fund Balance Reporting and Governmental Fund Type Definitions.  The GASB project manager Ken Schermann said that the statement establishes definitions and sets a hierarchy of fund balance classifications based on the spending constraints that have been imposed on how the funds may be used.  It also requires new disclosures about how amounts are classified. 
The objective of this Statement is to enhance the usefulness of fund balance information by providing clearer fund balance classifications that can be more consistently applied and by clarifying the existing governmental fund type definitions.  This Statement establishes fund balance classifications that comprise a hierarchy based primarily on the extent to which a government is bound to observe constraints imposed upon the use of the resources reported in governmental funds.
Schermann noted that "The standards that governed the reporting of fund balance in the old model were subject to inconsistent application and different interpretation of terminology, so what readers thought they were seeing in fund balance classifications may not have been the case, depending on different application or interpretation or definition of the terms in those classification categories." 

Schermann noted that the new standard should not be difficult to adopt.  When you look at what the current classifications are and what they are intended to communicate, the governments are currently bound to observe constraints; governments should have been keeping track of those restraints all along.  They simply weren't reporting it in this manner that will now be a standard.  “The information has always been available to them.  Now there's a standard that requires them to report it in a certain manner." 

“Fund balance might not be available for appropriation (i.e., reserved) for a variety of reasons.  Some resources of a governmental fund, by their very nature, cannot be spent (e.g., prepaid elements and inventories of supplies).  Other resources may convert to spendable form only at a much later date (e.g., the long-term portion of notes receivable).  Still other resources may be available for spending, but their use is externally restricted to a purpose narrower than the purpose of the fund in which they are reported.  In addition, governing bodies themselves frequently place their own limitations on how they will use resources otherwise available for appropriation (e.g. earmarking).  Likewise, a government’s management may have tentative plans for all or a portion of those resources.  In either case, a government traditionally has had the option of indicating these tentative managerial plans and self-imposed limitations by presenting a portion of unreserved fund balance as designated.”

Will the Changes in This Statement Will Improve Financial Reporting?

The requirements in this Statement will improve financial reporting by providing fund balance categories and classifications that will be more easily understood by the readers.  Elimination of the reserved component of fund balance in favor of a restricted classification will enhance the consistency between information reported in the government-wide statements and information in the governmental fund financial statements and avoid confusion about the relationship between reserved fund balance and restricted net assets.  The fund balance classification approach in this Statement will require governments to classify amounts consistently, regardless of the fund type or column in which they are presented.  As a result, an amount cannot be classified as restricted in one fund but unrestricted in another.  The fund balance disclosures will give users information necessary to understand the processes under which constraints are imposed upon the use of resources and how those constraints may be modified or eliminated. The clarifications of the governmental fund type definitions will reduce uncertainty about which resources can or should be reported in the respective fund types.  Fund balance reclassifications made to conform to the provisions of this Statement should be applied retroactively by restating fund balance for all prior periods presented.
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APPENDIX “A”

GASB

Fund Balance Reporting and Governmental Fund Type Definitions
Questions and Answers
1. Why has the GASB issued new standards for reporting fund balance?

The GASB issued Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, to address issues related to how fund balance was being reported.  The GASB’s original intention was to clear up confusion regarding the relationship between reserved fund balance and restricted net assets.  However, the GASB’s research revealed that the existing standards guiding fund balance reporting were being interpreted inconsistently by different governments.  Consequently, the fund balance information reported by many governments also was inconsistent. It also became clear that the understandability of fund balance information was affected and that financial statement users were unable to readily interpret reported fund balance information.

2. Why did the GASB decide not to just clarify the existing fund balance classifications (reserved, designated, unreserved)?

The GASB considered pursuing a solely educational approach to these issues. However, it became apparent based on interviews and survey results that, even if all governments interpreted the requirements consistently, the resulting information would not meet the needs of people who use fund balance information to identify available resources and assess liquidity and financial flexibility.

	3. What changes will be made to fund balance reporting? 

	GASBS No.54 establishes criteria for classifying fund balances into specifically defined classifications that should be based on a hierarchy that reflects the extent to which the government is bound to honor constraints on how those funds can be spent. Established classifications are: nonspendable, restricted, committed, assigned & unassigned. 


4. How will governments report fund balance in the future?

Fund balance will be displayed in the following classifications depicting the relative strength of the spending constraints placed on the purposes for which resources can be used:

· Nonspendable fund balance—amounts that are not in a spendable form (such as inventory) or are required to be maintained intact (such as the corpus of an endowment fund) 

· Restricted fund balance—amounts constrained to specific purposes by their providers (such as grantors, bondholders, and higher levels of government), through constitutional provisions, or by enabling legislation
· Committed fund balance—amounts constrained to specific purposes by a government itself, using its highest level of decision-making authority; to be reported as committed, amounts cannot be used for any other purpose unless the government takes the same highest-level action to remove or change the constraint
· Assigned fund balance—amounts a government intends to use for a specific purpose; intent can be expressed by the governing body or by an official or body to which the governing body delegates the authority 

· Unassigned fund balance—amounts that are available for any purpose; these amounts are reported only in the general fund. 
	5. What Fund Types does GASBS No. 54 apply? 

	GASBS No. 54 applies to Governmental Funds only.  It does not apply to Proprietary and Fiduciary Funds therefore there will be no changes to the reporting of net assets for government-wide and proprietary statements. 




6. Why is unassigned fund balance reported only in the general fund?

When a government transfers resources from the general fund to another governmental fund, it is communicating that, at a minimum, it intends to use those resources for the purpose of the fund receiving them.  This expression of intent meets the requirements for classification as assigned fund balance.  Because unassigned fund balance represents amounts that are not constrained in any way, not even by an intention to use them for a specific purpose, the general fund is the only appropriate place to report this classification of fund balance.  In the other governmental funds, however, if a government spends more on a specific purpose than the resources available for that purpose in the fund, then it may need to report a negative amount as unassigned fund balance.  If a government cannot cover the deficit with amounts assigned to other purposes in that fund, then the remaining deficit should be reported on the unassigned fund balance line.

7. How will rainy-day amounts be reported under Statement 54?

Statement 54 treats stabilization arrangements as a specific purpose, allowing governments to report these amounts in the general fund as restricted or committed, if they meet the applicable definitions and criteria.  Stabilization amounts that do not qualify to be reported as restricted or committed should be included in unassigned fund balance.  Governments may report stabilization amounts in a special revenue fund only if they derive from specific revenue sources that are restricted or committed to stabilization.  Regardless of where stabilization amounts are reported, governments also will disclose key information about their stabilization arrangements in the notes to the financial statements, including the authority by which the arrangements were established, the conditions under which additions to the stabilization amounts are required, and the circumstances under which amounts may be used.

8. How has Statement 54 changed the way encumbrances are reported?

The new standards clarify that an encumbrance is not a specific purpose and therefore should not be reported as a separate line on the face of the balance sheet.  Encumbering amounts that are restricted or committed does not further limit the purposes for which they can be used.  If the encumbering process meets the definition and criteria for committed fund balance, then encumbering an assigned or unassigned amount could result in the amount being reported as committed; however, it would be reported with other amounts committed to the same or similar purposes, not as “committed for encumbrances.”  If a government has significant encumbrances, it should disclose them under the standards for significant commitments.

9. What did the GASB find out about the reporting of governmental funds?

In practice, many governments have interpreted in different ways the prior standards on reporting governmental funds contained in National Council on Governmental Accounting (NCGA) Statement 1, Governmental Accounting and Financial Reporting Principles. This is particularly true for special revenue funds.

10. How does Statement 54 clarify the special revenue fund type definition?

Statement 54 makes clear that, for financial reporting purposes, a special revenue fund may only be established around one or more revenue sources that are restricted or committed to purposes other than capital projects or debt service. For example, a school district might report state and federal aid for elementary and secondary education in a special fund if those revenue sources represent a substantial portion of the fund’s total inflows.

11. What is meant by “revenue inflows?”

Revenue inflows “normally” will include all revenues appropriately assigned to a fund except for transfers and debt issues – grant funds, tax dollars, fees, interest earned, and any other committed revenues.  “Total revenue inflows” includes all revenues assigned to the fund – committed revenues, program revenues, interest earned, transfers, debt issues, etc.

12. For special revenue funds what is meant by the “20% rule”?

Restricted Revenue + Committed Revenue divided by Total Revenue is equal to or greater than 20%.  If the test can not be met then the fund more than likely is a managerial fund and should be rolled into the general fund for reporting purposes.
13. If a state law requires local governments to create a separate fund for specific activities and that fund does not meet the new special revenue definition, can the local government report such a fund as a special revenue fund in its external financial report?

Funds should not be reported in external financial reports if they do not meet the definition in the standard, regardless of legal requirements for maintaining separate funds.  Activity that does not meet the definition of a special revenue fund should be included into the general fund in external financial reports.  However, those activities may be presented as supplemental information.

14. How does Statement 54 clarify the definitions of debt service and capital projects fund types?

Statement 54 revises the definitions of the debt service and capital projects fund types so that consistent language and structure are used across all of the governmental fund type definitions.  Although the existing definition of a capital project fund specifies that they should be used to account for “the acquisition or construction of major capital facilities,” many governments have used them to report on capital assets that are not facilities or major or either.  Based on constituent feedback, the GASB broadened the definition to encompass capital outlays in general.

15. How will Statement 54 impact the reporting of governmental funds?

The most significant changes are likely to occur in the reporting of special revenue funds, because that is where there has been the most variation in how the prior standards were interpreted.  Some governments may not be able to continue to report some of their special revenue funds under the clarified definition.  The Statement 54 definition is considered by some to be more permissive that the NCGA Statement 1 definition. However, practice has varied so much that the Statement 54 definition may appear more restrictive to some governments.

16. Does Statement 54 affect how governments use funds for internal accounting purposes or for special reporting?

No. Statement 54 affects only the reporting of governmental funds in general purpose external financial reports in conformity with generally accepted accounting principles (GAAP).  Governments may continue to use any funds they choose or are required to for their internal accounting or for special purpose reporting.
17. What if a state law requires local governments to report a particular type of fund or to report using the current classifications of fund balance?

For general purpose external financial reporting under GAAP, governments are required to follow Statement 54.  If a law conflicts with Statement 54 or any other part of GAAP, the legal requirements can be met by presenting supplemental schedules.  Governments will still be able to comply with such state laws in their general purpose external financial report, but outside of the basic financial statements, notes to the basic financial statements, and required supplementary information.

18.How are encumbrances to be handled for financial reporting?

Encumbering funds should be considered to restricted, committed or assigned based on the constraints placed on them.  The constraints need to be evaluated to see if they add to or further limit the use of the funds.  Amounts encumbered for a specific purpose may be reported as assigned fund balance only if the resources are not already considered to be reportable as restricted or committed fund balance.  Significant encumbrances at fiscal year end will be disclosed in the notes to the financial statements along with other significant commitments

19. What other note disclosures does Statement 54 require?

In addition to the disclosures already mentioned, Statement 54 requires governments to disclose:

· Additional detail regarding the purposes of restrictions, commitments, and assignments, if the required level of detail is not met through display on the face of the balance sheet • The decision-making authority and formal action, if any, that results in commitments of fund balance,

· The bodies or persons with the authority to express intended uses of resources that result in assigned fund balance
· The order in which a government assumes restricted, committed, assigned, and unassigned amounts are spent when amounts in more than one classification are available for a particular purpose
· Information about minimum fund balance policies, if a government has one
· The purpose for each major special revenue fund, identifying which revenues and other resources are reported in each of those funds.

20. How do you offset liabilities against assets in order to determine your nonspendable assets? 

If you have liabilities related to your nonspendable assets you would report them.  You would report the nonspendable assets, related liabilities (if any) and resulting equity. Only the equity (assets – liabilities = equity/fund balance) related to the nonspendable portion is reported in the fund balance section of the balance sheet.  However, you must still report the other components (i.e. assets and liabilities giving rise to the equity)
21. How does GASB 54 effect Cash reporting agencies? 

All data from local governments must be put into a comparative statistic database (local government comparative statistics).  Therefore, all entities that report on a cash basis must report using the same fund structure as GAAP entities.  Thus cash basis entities will need to understand the new fund definitions and limitations on the use of special revenue funds.  In the course of understanding the special revenue fund definition they will need to become familiar with the new terminology for defining special revenue funds - specifically the definitions of committed and restricted revenues.  Cash basis entities will need to perform the substantial revenue calculation to show auditors their special revenue funds qualify for financial reporting.  

22. Would the local match of a grant be "restricted" since it is part of the Grant requirement? 

Yes - A local match for federal grant would be classified as restricted, as long as the grant funds are restricted.
23. Are all charges for services restricted? For example, park use fees, recording fees? 

No, you cannot assume all charges for fees are restricted.  You need to go to the legislation that give rise to the revenue source to determine the constraints placed on the revenue.  It may be restricted, committed, assigned or unassigned.  Classification will depend upon who put on the constraint and how strong is it.
24. What time frame is used for the revenues used in the calculation? Future? Past? 12 months? 24 months? 

The time frame may vary when calculating the substantial portion of the revenues of a special revenue fund.  You will need to use professional judgment.  Generally your starting point should be the last 12 months.  If this does not meet the test you can expand going forward (on estimates) or backward with historical information.  However, this should only be performed because the total resource inflows may have been skewed in the current year due to an unusual resource inflow.  You would expand the time period to show the anomaly for the current period.
25. Would nominal inflows, such as interest, affect the special revenue status? 

Yes - it could.  This is similar to the 2010-11 GASB comprehensive implementation guide question.  This question addresses earning on grant proceeds.  The question is “what restriction exists on the interest income?”  If the interest income is not restricted or committed the special revenue fund would have revenue and not qualify to have a substantial portion of the revenue restricted or committed.
26. Should beginning fund balance used be classified as assigned fund balance? 

Beginning fund balance should be classified depending upon the revenue that gave rise to the equity.  It should not be arbitrarily classified as assigned.  If the equity arose from revenue that was restricted it would be restricted, if it was committed it would be committed, if it was assigned it would be assigned.  If it was in the general fund and the equity came from revenue without constraints it would be unassigned.
27. Which entities in the State of Texas will be affected by GASB statement 54?

This standard will affect all entities reporting governmental funds.  This includes those reporting on the cash basis as well as those using Generally Accepted Accounting Principles.  For this information to be comparable, all entities must report using the same fund structure.  Thus, when GASB issues a statement requiring changes in fund structure it carries over into all governmental entities.

28. When should Statement 54 be implemented?

Governments should implement Statement 54 no later than the first fiscal year beginning after June 15, 2010 (for example, the fiscal year starting on July 1, 2010 and ending on June 30, 2011). Governments are encouraged to implement the standards earlier.

APPENDIX “B-1”

GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENT NO. 54

OLD FUND BALANCE CLASSIFICATIONS
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APPENDIX “B-2”

GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENT NO. 54

NEW FUND BALANCE CLASSIFICATIONS
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 APPENDIX “C”

GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENT NO. 54

COUNTY SPENDING POLICY FOR AVAILABLE FUND BALANCE
Paragraph 18:


Fund balances for governmental funds should depict the nature of the net resources.  It is not unreasonable to expect that a governmental fund could have allocated fund balances within all five classifications (unspendable, restricted committed, assigned and unassigned.  The county should have accounting policies established as to how the beginning fund balance amounts will be considered to be spent when expenditures are incurred in the following accounting period.  The policy should be clear as to which is used first – restricted or unrestricted (committed, assigned or unassigned).  And, within unrestricted the accounting policy should establish the order that these funds are used when an expenditure is incurred for which unrestricted fund balances could be used.


If the county does not establish a policy for the use of the unrestricted fund balance amounts, then the order of use should be committed, followed by assigned and finally unassigned.


The policy should also establish the order in which the fund balances are replenished.
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In Example C-1 the County's policy was to use restrict amounts before unrestricted amounts and

since wasn't a policy established for the use of unrestricted the county used the default order.
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GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENT NO. 54

COUNTY SPENDING POLICY FOR AVAILABLE FUND BALANCE
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In Example E-3 the county experienced $2,400,000 in excess expenditures.  The only balance

that can be adjusted to a negative is the unassigned balance, therefore the balance of the 

expenditures ($300,000) would need to adjusted against the unassigned balnce in the General

Fund ($505,000) which would leave an unassigned balance of $205,000.


APPENDIX “D”

THE DEVELOPMENT OF THE CONCEPTUAL FRAMEWORK GOVERNMENTAL ACCOUNTING STANDARDS’

TIME LINE

Municipal Finance Officers Association

Now called the Government Finance Officers Association
1968
· Governmental Accounting, Auditing, and Financial Reporting (the "blue book" or the "GAAFR") 

American Institute of Certified Public Accountants
1974
· Audits of State and Local Governmental Units 

1975
· AICPA Statement of Position 75-3: - Accrual of Revenues and Expenditures by State and Local Governmental Units 

National Council on Governmental Accounting and American Institute of Certified Public Accountants

1976
· National Council on Governmental Accounting Interpretation 1: - GAAFR and the AICPA Audit Guide 
1977
· AICPA Statement of Position 77-2: - Accounting for Interfund Transfers of State and Local Governmental Units 

1978
· AICPA Statement of Position 78-7: - Financial Accounting and Reporting by Hospitals Operate by a Governmental Unit 

1979
· National Council on Governmental Accounting Statement 1: - Governmental Accounting and Financial Reporting Principles 
· National Council on Governmental Accounting Statement 2: - Grant, Entitlement, and Shared Revenue Accounting by State and Local Governments 
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1980
· National Council on Governmental Accounting Interpretation 2: - Segment Information for Enterprise Funds 

· AICPA Statement of Position 80-2: - Accounting and Financial Reporting by Governmental Units (Amendment to CICPA Audit Guide, Audits of State and Local Governmental Units) 

1981
· National Council on Governmental Accounting Interpretation 3: - Revenue Recognition - Property Taxes 

· National Council on Governmental Accounting Statement 3: - Defining the Governmental Reporting Entity 
· National Council on Governmental Accounting Interpretation 4: - Accounting and Financial Reporting for Public Employee Retirement Systems and Pension Trust Funds 

1982
· National Council on Governmental Accounting Concepts Statement 1: Objectives of Accounting and Financial Reporting for Governmental Units 

· National Council on Governmental Accounting Interpretation 5: - Authoritative Status of Governmental Accounting, Auditing, and Financial Reportion (1968) 

· National Council on Governmental Accounting Interpretation 6: - Notes to the Financial Statements Disclosure 
· National Council on Governmental Accounting Statement 4: - Accounting and Financial Reporting Principles for Claims and Judgments and Compensated Absences 

· National Council on Governmental Accounting Statement 5: - Accounting and Financial Reporting Principles for Lease Agreements of State and Local Governments 
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1983
· National Council on Governmental Accounting Interpretation 7: - Clarification as to the Application of the Criteria in NCGA Statement 3: Defining the Governmental Reporting Entity" 

· National Council on Governmental Accounting Statement 6: - Pension Accounting and Financial Reporting: Public Employee Retirement Systems and State and Local Government Employers 

· National Council on Governmental Accounting Interpretation 8: - Certain Pension Matters 
1984
· National Council on Governmental Accounting Statement 7: - Financial Reporting for Component Units within the Governmental Reporting Entity 

· National Council on Governmental Accounting Interpretation 9: - Certain Fund Classifications and Balance Sheet Accounts 

· National Council on Governmental Accounting Interpretation 10: - State and Local Government Budgetary Reporting 

· National Council on Governmental Accounting Interpretation 11: - Claim and Judgment Transactions for Governmental Funds 
Governmental Accounting Standards Board

1984
· Governmental Accounting Standards Board Statement Number 1: - Authoritative Status of NCGA Pronouncements and AICPA Industry Audit Guide 

· GASB Technical Bulleting No. 84-1: - Purpose and Scope of GASB Technical Bulletins and Procedures for Issuance 
· Interpretation Number 1 of the Governmental Accounting Standards Board: Demand Bonds Issued by State and Local Governmental Entities (an interpretation of NCGA Statement 1 and NCGA Interpretation 9) 

1986
· Governmental Accounting Standards Board Statement Number 2: - Financial Reporting of Deferred Compensation Plans Adopted under the Provisions of Internal Revenue Code Section 457 
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· Governmental Accounting Standards Board Statement Number 3: - Deposits with Financial Institutions, Investments (including Repurchase Agreements), and Reverse Repurchase Agreements 

· Governmental Accounting Standards Board Statement Number 4: - Applicability of FASB Statement No. 87, Employers' Accounting for Pensions to State and Local Governmental Employers 
· Governmental Accounting Standards Board Statement Number 5: - Disclosure of Pension Information by Public Employee Retirement Systems and State and Local Governmental Employers 

1987
· Governmental Accounting Standards Board Statement Number 6: - Accounting and Financial Reporting for Special Assessments 

· GASB Technical Bulletin No. 87-1: - Applying Paragraph of GASB Statement 3 

· Governmental Accounting Standards Board Statement Number 7: Advance Refundings Resulting in Defeasance of Debt 

· Concepts Statement No. 1 of the Governmental Accounting Standards Board: Objectives of Financial Reporting 

1988
· Governmental Accounting Standards Board Statement Number 8: - Applicability of FASB Statement No. 93, Recognition of Depreciation by Not-for-Profit Organizations to Certain State and Local Governmental Entities 

1989
· Governmental Accounting Standards Board Statement Number 9: - Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use Proprietary Fund Accounting 

· Governmental Accounting Standards Board Statement Number 10: - Accounting and Financial Reporting for Risk Financing and Related Insurance Issues 
1990
· Governmental Accounting Standards Board Statement Number 11: - Measurement Focus and Basis of Accounting-Governmental Fund Operating Statements 

· Governmental Accounting Standards Board Statement Number 12: - Disclosure of Information on Postemployment Benefits Other Than Pension Benefits by State and Local Governmental Employers 
· Governmental Accounting Standards Board Statement Number 13: - Accounting for Operating Leases with Scheduled Rent Increases 
Appendix “D” (con’t)

1991
· Governmental Accounting Standards Board Statement Number 14: - The Financial Reporting Entity 
· Governmental Accounting Standards Board Statement Number 15: - Governmental College and University Accounting and Financial Reporting Models 
1992
· GASB Technical Bulletin No. 92-1: - Display of Governmental College and University Compensated Absences Liabilities 

· Governmental Accounting Standards Board Statement Number 16: - Accounting for Compensated Absences 

1993
· Governmental Accounting Standards Board Statement Number 17: - Measurement Focus and Basis of Accounting-Governmental Fund Operating Statements: Amendment of the Effective Dates of GASB Statement No. 11 and Related Statements—an amendment of GASB Statements No. 10, 11, and 13 
· Governmental Accounting Standards Board Statement Number 18: - Accounting for Municipal Solid Waste Landfill Closure and Postclosure Care Costs 

· Governmental Accounting Standards Board Statement Number 19: - Governmental College and University Omnibus Statement 

· Governmental Accounting Standards Board Statement Number 20: - Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting 
· Governmental Accounting Standards Board Statement Number 21: - Accounting for Escheat Property 

· Governmental Accounting Standards Board Statement Number 22: - Accounting for Taxpayer-Assessed Tax Revenues in Governmental Funds 

· Governmental Accounting Standards Board Statement Number 23: - Accounting and Financial Reporting for Refundings of Debt Reported by Proprietary Activities 
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1994
· Concepts Statement No. 2 of the Governmental Accounting Standards Board: Service Efforts and Accomplishments Reporting 

· Governmental Accounting Standards Board Statement Number 24: - Accounting and Financial Reporting for Certain Grants and Other Financial Assistance 

· Governmental Accounting Standards Board Statement Number 25: - Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans 

· Governmental Accounting Standards Board Statement Number 26: - Financial Reporting for Postemployment Healthcare Plans Administered by Defined Benefit Pension Plans 
· Governmental Accounting Standards Board Statement Number 27: - Accounting for Pensions by State and Local Governmental Employers 
· GASB Technical Bulletin No. 94-1: Dislosures about Derivatives and Similar Debt and Investment Transactions 

1995
· Governmental Accounting Standards Board Statement Number 28: - Accounting and Financial Reporting for Securities Lending Transactions 
· Governmental Accounting Standards Board Statement Number 29: - The Use of Not-for-Profit Accounting and Financial Reporting Principles by Governmental Entities 

· Interpretation Number 2 of the Governmental Accounting Standards Board: Disclosure of Conduit Debt Obligations 
1996
· Interpretation Number 3 of the Governmental Accounting Standards Board: Financial Reporting for Reverse Repurchase Agreements (an interpretation of GASB Statement No. 3) 

· Governmental Accounting Standards Board Statement Number 30: - Risk Financing Omnibus—an amendment of GASB Statement No. 10 

· Interpretation Number 4 of the Governmental Accounting Standards Board: Accounting and Financial Reporting for Capitalization Contributions to Public Entity Risk Pools (an interpretation of GASB Statements No. 10 and 14) 

· GASB Technical Bulleting No. 96-1: - Application of Certain Pension Disclosure Requirements for Employers Pending Implementation of GASB Statement 27 

Appendix “D” (con’t)

1997
· Governmental Accounting Standards Board Statement Number 31: - Accounting and Financial Reporting for Certain Investments and for External Investment Pools 

· Governmental Accounting Standards Board Statement Number 32: - Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans—a rescission of GASB Statement No. 2 and an amendment of GASB Statement No. 31 

· Interpretation Number 5 of the Governmental Accounting Standards Board: Property Tax Revenue Recognition in Governmental Funds (an interpretation of NCGA Statement 1 and an amendment of NCGA Interpretation 3) 

· GASB Technical Bulletin No. 97-1: - Classification of Deposits and Investments into Custodial Credit Risk Categories for Certain Bank Holding Company Transactions 

1998
· GASB Technical Bulletin No. 98-1: - Disclosures about Year 2000 Issues 

· Governmental Accounting Standards Board Statement Number 33: - Accounting and Financial Reporting for Nonexchange Transactions 

1999
· GASB Technical Bulletin No. 99-1: - Disclosures about Year 2000 Issues - an amendment of Technical Bulletin 98-1 

· Governmental Accounting Standards Board Statement Number 34: - Basic Financial Statements—and Management's Discussion and Analysis—for State and Local Governments 
· Governmental Accounting Standards Board Statement Number 35: - Basic Financial Statements—and Management’s Discussion and Analysis—for Public Colleges and Universities—an amendment of GASB Statement No. 34 

2000
· GASB Technical Bulletin No. 2000-1: Disclosure about Year 2000 Issues - a rescission of GASB Technical Bulletins 98-1 and 99-1 
· Interpretation Number 6 of the Governmental Accounting Standards Board: Recognition and Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements (an interpretation of NCGA Statements 1, 4, and 5; NCGA Interpretation 8: and GASB Statements 10, 16, and 18) 
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· Governmental Accounting Standards Board Statement Number 36: - Recipient Reporting for Certain Shared Nonexchange Revenues—an amendment of GASB Statement No. 33 

2001
· Governmental Accounting Standards Board Statement Number 37: - Basic Financial Statements—and Management's Discussion and Analysis—for State and Local Governments: Omnibus 

· Governmental Accounting Standards Board Statement Number 38: - Certain Financial Statement Note Disclosures 

2002
· Governmental Accounting Standards Board Statement Number 39: - Determining Whether Certain Organizations Are Component Units—an amendment of GASB Statement No. 14 

2003
· Governmental Accounting Standards Board Statement Number 40: - Deposit and Investment Risk Disclosures—an amendment of GASB Statement No. 3 

· Governmental Accounting Standards Board Statement Number 41: - Budgetary Comparison Schedules—Perspective Differences—an amendment of GASB Statement No. 34 

· GASB Technical Bulletin No. 20003-1: - Disclosure Requirements for Derivatives Not Reported at Fair Value on the Statement of Net Assets 

· Governmental Accounting Standards Board Statement Number 42: - Accounting and Financial Reporting for Impairment of Capital Assets and for Insurance Recoveries 

2004
· Governmental Accounting Standards Board Statement Number 43: - Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans 

· GASB Technical Bulleting No. 2004-1: - Tobacco Settlement Recognition and Financial Reporting Entity Issues 

· Governmental Accounting Standards Board Statement Number 44: - Economic Condition Reporting: The Statistical Section—an amendment of NCGA Statement 1 
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· Governmental Accounting Standards Board Statement Number 45: - Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions 

· Governmental Accounting Standards Board Statement Number 46: Net Assets Restricted by Enabling Legislation—an amendment of GASB Statement No. 34 

2005

· Government Accounting Standards Board Statement Number 47 – Accounting For Termination Benefits
2006

· Government Accounting Standards Board Statement Number 48 – Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future Revenues

· Government Accounting Standards Board Statement Number 49 – Accounting and Financial Reporting for Pollution Remediation Obligations

2007

· Government Accounting Standards Board Statement Number 50 – Pension Disclosures – An Amendment of GASB Statements No. 25 and No. 27.
· Government Accounting Standards Board Statement Number 51 – Accounting and financial Reporting for Intangible Assets.

· Government Accounting Standards Board Statement Number 52 – Land and Other Real Estate Held as Investments by Endowments

2008

· Government Accounting Standards Board Statement Number 53 - Accounting and Financial Reporting for Derivative Instruments

2009

· Government Accounting Standards Board Statement Number 54 – Fund Balance Reporting and governmental Fund Type Definitions – effective date, all fiscal years beginning after June 15, 2010.  The objective of this Statement is to enhance the usefulness of fund balance information by providing clearer fund balance classifications that can be more consistently applied and by clarifying the existing governmental fund type definitions. This Statement establishes fund balance classifications that comprise a hierarchy based primarily on the extent to which a government is bound to observe constraints imposed upon the use of the resources reported in governmental funds 
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· Government Accounting Standards Board Statement Number 55 - The Hierarchy of Generally Accepted Accounting Principles for State and Local Governments, Effective date: - Effective upon issuance (Issued 03/09) - The standard incorporates accounting and reporting standards included in American Institute of Certified Public Accountants’ (AICPA) Statements on Auditing Standards (SASs) into GASB’s authoritative literature. The result--preparers will find it easier to identify and apply the GAAP hierarchy.
· Government Accounting Standards Board Statement Number 56 Codification of Accounting and Financial Reporting Guidance Contained in the AICPA Statements on Auditing Standards Effective date - Effective upon issuance (Issued 03/09) – this Statement incorporates guidance that previously was only contained in the AICPA’s auditing literature into GASB’s accounting and financial reporting literature for governmental entities. This statement brings existing guidance (to the extent appropriate in a governmental environment) without substantive changes into the GASB’s body of standards.
· Government Accounting Standards Board Statement Number 57 OPEB Measurements by Agent Employers and Agent Multiple-Employer Plan, Effective date - The provisions of Statement 57 related to the use and reporting of the alternative measurement method are effective immediately.  The provisions related to the frequency and timing of measurements are effective for actuarial valuations first used to report funded status information in OPEB plan financial statements for periods beginning after June 15, 2011. (Issued 12/09) - Statement 57 addresses issues related to measurement of OPEB obligations by certain employers participating in agent multiple-employer OPEB plans. In agent multiple-employer plans, separate liabilities are calculated and separate asset accounts are kept for each participating government, such as each public institution in a state. Such separate accounting makes these plans different from cost sharing plans, which are administered and accounted for as a single plan within a governmental organization, such as a state or higher education system.
· Government Accounting Standards Board Statement Number 58, Accounting and Financial Reporting for Chapter 9 Bankruptcies, Effective date - For periods beginning after June 15, 2009.  Retroactive application is required for all prior periods presented during which a government was in bankruptcy. (Issued 12/09) – the Statement provides guidance for governments that have filed for bankruptcy protection under Chapter 9 of the United States Bankruptcy Code.  It establishes requirements for recognizing and measuring the effects of the bankruptcy process on assets and liabilities, and for classifying changes in those items and related costs. 
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2010
· Government Accounting Standards Board Statement Number 59, Financial Instruments Omnibus, Effective date - For periods beginning after June 15, 2010. Earlier application is encouraged. (Issued 06/10) – the Statement amends standards that address certain financial instruments, including derivative instruments and external investment pools.  These amendments include modifying the financial guarantee scope exclusion in GASB Statement No. 53, Accounting and Financial Reporting for Derivative Instruments; adding a scope exclusion to GASB Statement 53 for non exchange-traded contracts with reference rates based on specific volumes of sales or service revenue; and clarifying the definition of a Rule 2a7-like pool in GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External Investment Pools. 
· Government Accounting Standards Board Statement Number 60, Accounting and Financial Reporting for Service Concession Arrangements, Effective Date - For financial statements for periods beginning after December 15, 2011.  The provisions of this Statement generally are required to be applied retroactively for all periods presented.  (Issued 11/10) - Statement 60 addresses how to account for and report service concession arrangements (SCAs), a type of public-private or public-public partnership that state and local governments are increasingly entering into.  Common examples of SCAs include long-term arrangements in which a government (the “transferor”) engages a company or another government (the “operator”) to operate a major capital asset - such as toll roads, hospitals, and student housing - in return for the right to collect fees from users of the capital asset.  In these SCAs, the operator generally makes a large up-front payment to the transferor.

· Government Accounting Standards Board Statement Number 61, The Financial Reporting Entity: Omnibus—an amendment of GASB Statements No. 14 and No. 34, Effective Date - The provisions of this Statement are effective for financial statements for periods beginning after June 15, 2012.  Earlier application is encouraged.  (Issued 11/10) – the Statement is intended to better meet user needs and address reporting entity issues that have come to light since statements 14 and 34 were issued in 1991 and 1999, respectively.  Of greatest significance to public colleges and universities is that Statement 61 amends the criteria for blending - that is, reporting component units as if they were part of the primary government - in certain circumstances.  The amendments to the criteria for blending will help ensure that only those component units that are so intertwined with the primary government will be reported as part of the governmental entity. 
Government Accounting Standards Board Statement Number 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements: Effective Date - the requirements of this Statement are effective for financial statements for periods beginning after December 15, 2011.  
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Earlier application is encouraged.  The provisions of this Statement generally are required to be applied retroactively for all periods presented. (Issued 12/10) – the Statement incorporates guidance that previously could only be found in certain Financial Accounting Standards Board (FASB) and American Institute of Certified Public Accountants (AICPA) pronouncements.  The primary objective of the Statement is to directly incorporate applicable pre-November 30, 1989 guidance from FASB and AICPA pronouncements directly into GASB literature.  A main driver of the new standard was FASB's Accounting Standards Codification, which became the single source of authoritative literature when issued in July 2009.  Because FASB's codification made all previously issued FASB and AICPA guidance non-authoritative, the GASB had to produce a standard that captured the pre-1989 literature that governmental entities were following.

Active Projects

· Derivative Instruments Implementation Guide (Being Deliberated)

· Conceptual Framework – Recognition and Measurement Attributes ((Being Deliberated)

· Comprehensive Implementation Guide (through GASBS 52) (Available)

· Economic condition Reporting (Being Developed)

· Electronic Financial Reporting (Being Developed)

· Service Efforts and Accomplishments Reporting (Being Developed)

· Fair Value Measurement (Being Developed)

· Conceptual Framework—Recognition and Measurement Attributes (added 2005)

· Deferred Inflows and Outflows of Resources: Omnibus (added 12/10)

· Derivative Instruments—Application of Hedge Accounting Termination Provisions When a Swap Counterparty Has Entered into Bankruptcy (added August 2010)

· Economic Condition Reporting: Fiscal Sustainability (added 12/09 – currently under deliberation)

· Government Combinations (added 12/10)

· Postemployment Benefit Accounting and Financial Reporting (added 4/08 – currently being deliberated)

· Statement of Net Position (added 5/10 – currently under deliberation)

· The User Guide Series (added 9/10 – currently under deliberation)
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