
 

 

GASB Revisits Reporting & Several Core Accounting 
Concepts  
 

GASB has several long-term projects underway to update its conceptual framework, as well as a substantial 
overhaul of the financial reporting model and revenue and expense recognition. Due to the COVID-19 pandemic, 
milestones on all the projects have been revised.  

Financial Reporting Model 
The purpose of this long-running project is to enhance the financial reporting model’s effectiveness in providing 
essential information for decision making and assessing a government’s accountability. This model was last 
updated with the 1999 release of Statement 34, Basic Financial Statements—and Management's Discussion and 
Analysis—for State and Local Governments, which was first effective for large governments in 2002. Preliminary 
research indicated most of the model’s components are working effectively, but several areas were highlighted for 
improvement. An exposure draft was approved on June 30, 2020, and comments are due by February 26, 2021.  

 

Management’s Discussion & Analysis (MD&A) 
The proposal retains many of the current guidelines but makes modifications to emphasize a focus on more 
detailed analysis on the year-to-year comparisons, including maintaining focus on the primary government. New 
language is added to avoid unnecessary duplication. Statement 34 required the MD&A to include a comparison of 
budget to actual results, which duplicates information required in the required supplementary information (RSI) 
section. Discussion of significant budgetary variances will be moved to the notes of the RSI section.  

 The basic financial statements will continue to be preceded by MD&A, which is presented as RSI. MD&A 
information will be limited to the related topics discussed in five sections: (1) Introduction, (2) Financial 
Summary, (3) Detailed Analyses, (4) Significant Capital Asset and Long-Term Debt Activity, and (5) 
Currently Known Facts, Decisions, or Conditions.  

 MD&A should provide an objective and easily readable analysis of the government’s financial activities 
based on currently known facts, decisions, or conditions, and present comparisons between the current 
year and prior year—with a focus on the current year—to assist users with understanding why balances 
and results changed.  

 MD&A should avoid any unnecessary duplication by not repeating explanations that may be relevant to 
multiple sections, and “boilerplate” discussions should be avoided by presenting only the most relevant 
information, focused on the primary government. 

• The proposal removes a requirement to present certain summary information about the 
modified approach for infrastructure assets in the MD&A. This information would only be 
presented in the RSI. 

Unusual or Infrequent Items 
Disclosure will be required for unusual or infrequent items that are described as transactions and other events that 
are either unusual in nature or infrequent in occurrence, as currently defined in Statement 62. Governments 
would be required to display unusual or infrequent items as the last presented flow of resources prior to the net 
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While these comprehensive projects are expected to take several years, your comments and input are vital 
throughout this process, particularly in the early stages. 

https://www.gasb.org/cs/Satellite?c=Document_C&cid=1176174965673&pagename=GASB%2FDocument_C%2FDocumentPage
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change in resource flows in the governmentwide, governmental fund, and proprietary fund statements of resource 
flows. This concept replaces the use of extraordinary items in GASB 34 but retains the special items requirement. 

Application of the Short-Term Financial Resources Measurement Focus & Accrual Basis of 
Accounting in Governmental Funds 
This proposal would require financial statements for governmental funds to be presented applying the short-term 
financial resources measurement focus and accrual basis of accounting. This measurement focus and basis of 
accounting would report elements of financial statements from a short-term perspective that is uniform across 
governments. 

Recognition using the short-term financial resources measurement focus and accrual basis of accounting would be 
based on whether items arise from short-term or long-term transactions and other events. Balances, inflows of 
resources, and outflows of resources from short-term transactions and other events would be recognized as the 
underlying transaction or other event occurs. Balances, inflows of resources, and outflows of resources from long-
term transactions and other events would be recognized when payments are due, with the exception that any item 
associated with long-term debt issued for short-term purposes would be recognized as a short-term transaction, 
i.e., a tax anticipation note. Interfund balances and transfers would be recognized as short-term events. 

Governmental Fund Financial Statements Presentation 
The governmental fund balance sheet would be titled “Short-Term Financial Resources Balance Sheet” and the 
governmental fund resource flows statement would be titled “Statement of Short-Term Financial Resource Flows.” 
GASB acknowledges these titles are lengthy but better communicate that there are differences between 
governmental fund financial statements and the governmental activities in the governmentwide financial 
statements. 

The short-term financial resource flows statement for governmental funds would be presented using the current 
and noncurrent activity format. That format would report inflows of resources and outflows of resources related to 
the purchase and disposal of capital assets and the issuance and payment of long-term debt separately from other 
activities in governmental funds. 

The captions used in the governmental fund financial statements would be assets, deferred outflows of resources, 
liabilities, deferred inflows of resources, fund balances, inflows of resources from current activities, outflows of 
resources from current activities, and net flows from noncurrent activities. GASB chose to use inflows of resources 
and outflows of resources instead of revenue and expenditures to distinguish those elements in the governmental 
fund financial statements from those in the governmentwide financial statements. GASB also would update 
Statement 54, Fund Balance Reporting and Governmental Fund Type Definitions, to change special revenue funds 
to special resource funds.  

Presentation of the Proprietary Fund Statement of Revenues, Expenses, & Changes in Fund 
Net Position 
The proprietary fund statement of revenues, expenses, and changes in fund net position would continue to 
distinguish between operating and nonoperating revenues and expenses. Operating revenues and expenses are 
defined as revenues and expenses other than nonoperating revenues and expenses. Nonoperating revenues and 
expenses would include (1) subsidies received and provided, (2) revenues and expenses related to financing, (3) 
resources from the disposal of capital assets and inventory, and (4) investment income and expenses. 

The proposal retains the current subtotals required in a proprietary fund statement of revenues, expenses, and 
changes in fund net position, and adds a required subtotal for operating income (loss) and noncapital subsidies 
that would be presented before reporting other nonoperating revenues and expenses. For the first time in GASB 
accounting guidance, the proposal defines a subsidy:  
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 Resources received from another party or fund to keep the rates lower than otherwise would be 
necessary to support the level of goods and services to be provided  

 Resources provided to another party or fund that results in higher rates than otherwise would be 
established for the level of goods and services to be provided 

Major Component Unit Presentation 

The proposal requires governments to present each major component unit in a separate column in the 
government’s statements of net position and activities if doing so does not reduce the readability of the 
statements. If it does reduce readability, combining statements of major component units should be included in 
the basic financial statements after the fund statements. 

Budgetary Comparison Information 
The proposal would eliminate Statement 34’s optional reporting presentations; budgetary comparison information 
would be required to be presented in RSI. Governments also would be required to present (1) variances between 
final budget and actual amounts and (2) variances between original and final budget amounts. The significant 
variance analysis must be presented in notes to RSI rather than in MD&A. 

Transition & Proposed Effective Dates 
GASB recognizes the implementation challenges faced by smaller governments and is proposing staggered 
effective dates based on a government’s total annual revenues in the first fiscal year beginning after June 15, 2022. 
Earlier application would be encouraged. 

To determine the appropriate implementation period, revenues include all revenues of the primary government’s 
governmental activities and business-type activities, except for revenue-related extraordinary and special items. 
Governments engaged only in fiduciary activities should use total annual additions—rather than revenues—to 
determine the appropriate implementation period. All component units would implement these changes in the 
same year as their primary government, subject to the provisions of paragraph 59 of Statement 14, regardless of 
the amount of each component unit’s total revenues. 

These changes would be applied retroactively by restating financial statements, if practicable, for all prior periods 
presented. If restatement is not practicable, the cumulative effect, if any, should be reported as a restatement of 
beginning fund balance for the earliest period restated along with disclosure of the reason for not restating prior 
periods. The nature of the restatement and its effect should be disclosed in the financial statement notes in the 
first period the changes are applied. In the first period these changes are applied, governments will not be 
required to restate prior periods for MD&A comparative data. However, governments are encouraged to provide 
comparative analyses of key elements of governmental activities and business-type activities as reported in the 
governmentwide financial statements in MD&A for that period. 

 

Revenue & Expense Recognition 
The project’s objective is to develop a comprehensive model for the categorization, recognition, and measurement 
of revenues and expenses. Guidance will be added to address exchange and exchange-like transactions. In January 
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2018, GASB issued an Invitation to Comment and respondents were sharply divided. On June 16, 2020, GASB 
released its Preliminary Views1. Comments are due by February 26, 2021.  

 

Categorization 
The proposed categorization methodology would move away from the traditional determination of whether a 
transaction is exchange, exchange-like, or nonexchange based on an assessment of equal value. The proposed 
categorization methodology would apply to both revenue and expense transactions and would take the form of a 
sequential assessment of four characteristics to determine the type of transaction: 

 Whether there is a binding arrangement, such as a contract, a grant agreement, a memorandum of 
understanding, or legislation 

 Whether the parties to the transaction have approved the terms and conditions of the binding 
arrangement (there is mutual assent between parties of capacity) 

 Whether the parties to the transaction have substantive rights and obligations 

 Whether the substantive rights and obligations are interdependent 

If a transaction does not include a binding arrangement, the transaction would be excluded from the scope of this 
project. If a transaction has all four characteristics, it contains a performance obligation and would be identified as 
a Category A transaction. Otherwise, it would be identified as a Category B transaction. 

Recognition  

Category A Transactions 

For Category A transactions, revenues and expenses would be recognized based on the satisfaction of a 
performance obligation. A government would determine each performance obligation in the binding arrangement 
by identifying distinct goods or services. The recognition of revenues and expenses occurs upon the satisfaction of 
those performance obligations. A performance obligation is satisfied when (or as) a party transfers control of a 
resource (the distinct good or service) to the other party. A performance obligation may be satisfied over time or 
at a point in time. 

Category B Transactions 

The recognition approach for Category B transactions would be based on five subcategories of transactions: (1) 
derived revenue, (2) imposed revenue, (3) contractual binding arrangement, (4) general aid to governments, and 
(5) shared revenue. The first two subcategories are revenue-only transactions. The other three involve both 
revenue and expense transactions. 

 Recognition for derived revenue transactions would be based on when the underlying transaction occurs. 
For example, a sales tax receivable and sales tax revenue would be recognized when there is a sale 
subject to taxation. 

 Recognition for imposed revenue transactions would be based on the imposition date or the date of the 
omission or commission of an act. For example, a property tax receivable would be recognized when a 

 
1 A Preliminary Views is generally issued when GASB anticipates respondents are likely to be sharply divided on the 
issues or when GASB itself is sharply divided.  
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governing body imposes the tax; property tax revenue would be recognized based on the period for which 
it is imposed. 

 Recognition for revenues and expenses in contractual binding arrangement transactions would be based 
on the terms and conditions specified in the agreement. For example, a receivable and revenue would be 
recognized when a pledge agreement that does not contain time requirements is executed. 

 Recognition for revenues and expenses in general aid to governments and shared revenue transactions 
would be based on the existence of a provider government’s appropriation, the commencement of the 
appropriation period, and the provider government’s intent to provide resources. For example, a general 
aid receivable and general aid revenue would be recognized by a school district when the state 
appropriates the general aid and has demonstrated its intent to provide the resources, and the payment 
is due. 

Measurement 
The measurement proposals are limited to a foundational principle and two application topics. Consistent with 
existing guidance, the proposed principle is that assets and liabilities would be measured directly, and revenues 
and expenses would be measured by relying on their related asset or related liability. 

The first application topic is that revenue would be recognized net of amounts probable of being refunded; that is, 
governments would recognize a liability for revenue transactions that include a right of refund when that refund is 
probable. The second application topic is that revenue would be recognized net of amounts probable of becoming 
uncollectible with a corresponding allowance for doubtful accounts. 

Conceptual Framework 
GASB has developed a framework to guide the standard-setting process that serves two functions: to state the 
objectives of financial reporting and provide definitions of financial statement elements. The conceptual 
framework creates a foundation for financial accounting and establishes consistent standards that highlight the 
nature, function, and limitations of financial reporting. Concepts Statements identify the objectives and 
fundamental principles of financial reporting that can be applied to address numerous accounting and financial 
reporting issues. These documents assist GASB in considering the merits of alternative approaches to financial 
reporting and facilitate the development of well-reasoned accounting and financial reporting standards. Concepts 
Statements do not prescribe the accounting and financial reporting standards that apply to a particular item or 
event.   

Recognition 
This project will develop recognition criteria for whether information should be reported in state and local 
governmental financial statements and when that information should be reported. On June 17, 2020, GASB issued 
an exposure draft, Recognition of Elements of Financial Statements, which covers what items should be reported 
as elements of financial statements and when those items should be reported. Comments are due by February 26, 
2021.  

 
The proposal also addresses both the economic resources measurement focus and accrual basis of accounting and 
the short-term financial resources measurement focus and accrual basis of accounting.  
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Under the economic resources measurement focus and accrual basis of accounting, elements of financial 
statements would be recognized when an item meets the definition of an element and the measurement of the 
item sufficiently reflects the qualitative characteristics of information in financial reports, subject to the limitations 
of financial reporting described in Concepts Statement No. 1, Objectives of Financial Reporting.  

The short-term financial resources measurement focus and accrual basis of accounting would report elements of 
financial statements from a short-term perspective that is uniform across governments. Under the short-term 
financial resources measurement focus and accrual basis of accounting, elements of financial statements would be 
recognized when an item meets the definition of an element within the context of this measurement focus and 
basis of accounting and the measurement of the item sufficiently reflects the qualitative characteristics of 
information in financial reports, subject to the limitations of financial reporting described in Concepts Statement 
No. 1.  

The recognition concepts for the short-term financial resources measurement focus and accrual basis of 
accounting would be based on whether items arise from short-term or long-term transactions and other events. 
Balances, outflows of resources, and inflows of resources from short-term transactions and other events would be 
recognized as the underlying transaction or other event occurs. Balances, outflows of resources, and inflows of 
resources from long-term transactions and other events would be recognized when payments are due.   

When evaluating an item for financial statement recognition, the item would be evaluated using a hierarchy. An 
item first would be evaluated against the definitions of assets and liabilities, then the definitions of deferred 
outflows of resources and deferred inflows of resources, and lastly the definitions of outflows of resources and 
inflows of resources. The item would be recognized as the first element for which it meets the definition. If the 
item does not meet any of the definitions, it would not be recognized. 

Disclosure Framework 
The proposed concept statement defines the criteria for financial statement note disclosure, including:   

 The types of information to be disclosed   

 The types of information that are not appropriate   

 Note disclosure should be essential to financial statement users’ analyses for making decisions or 
assessing accountability 

The comment period ended on June 30, 2020, and a public hearing occurred on July 28, 2020.  

 

Conclusion  
BKD continues to monitor the GASB standard-setting process. Visit our BKD Thoughtware® page on GASB issues to 
learn more. For more information on how these issues could affect your organization, contact your BKD Trusted 
Advisor™. 
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