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The views expressed in this presentation are those of

Official positions of the GASB are reached only after extensive due process and deliberations.

Update

California Society of 

Municipal Finance Officers

Mr. Bean.

GASB Update—The Big Three



Copyright 2017 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

▪ Financial Reporting Model

- Recognition Concepts

▪ Revenue and Expense Recognition

▪ Disclosure Framework

- Disclosure Requirements

What Are the Big Three?



Preliminary Views: 
Recognition of Elements of Financial Statements
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The measurement focus of a specific financial 
statement determines what items should be 
reported as elements of that financial statement. 

The related basis of accounting determines when
those items should be reported.

Recognition Concepts
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Follow a specific order when evaluating an item for recognition:

Proposal: Recognition Hierarchy
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Does it meet the definition of an outflow of resources or an inflow of 
resources?

Yes: Recognize inflow/outflow No: Do not recognize the item

Does it meet the definition of a deferred outflow of resources or a 
deferred inflow of resources?

Yes: Recognize deferral No: go to next step

Does it meet the definition of an asset or liability?

Yes: Recognize asset or liability No: go to next step



Two Measurement Focuses

Economic Resources

(applied in government-
wide, proprietary fund, and 

fiduciary fund financial 
statements)

Short-Term Financial 
Resources

(would replace current 
financial resources in the 

governmental funds)

Proposal: Recognition Framework
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Proposal: Recognition Framework
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Item meets 
definition of an 
element under 

the 
measurement 

focus

Measurement 
of item 

sufficiently 
reflects 

qualitative 
characteristics

Recognize the 
item in financial 

statement



Preliminary Views:
Financial Reporting Model Improvements
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Lack of conceptual consistency in recognition of assets and liabilities

Lack of conceptual foundation from which to develop standards for 
complex transactions

Some consider it ineffective in conveying that the information is related to 
fiscal accountability (rather than operational accountability)

• Focuses on financial resources rather than on economic resources

• Shorter time perspective than information in government-wide financial 
statements

Lack of consistency in short-term perspective

Concerns with Existing Reporting of 
Governmental Funds
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Short-Term Financial Resources Measurement Focus 

Items Arising from Short-Term 

Transactions and Events

Items Arising from Long-Term 

Transactions and Events

Those that normally are due to convert 

to or generate cash (or other financial 

assets) or require the use of cash (or 

other financial assets) entirely within 

one year from the inception of the 

transaction or other event

Those that normally are due to convert 

to or require the use of cash (or other 

financial assets) in periods that extend 

beyond one year from the inception of 

the transaction or other event

Recognized when the underlying 

transaction occurs

Recognized when the payments to be 

received or made become due

Proposal: Recognition in Governmental 
Funds
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Short-Term Financial Resources Measurement Focus 

Operationalizing Short-Term Financial Resources Measurement Focus

• Transactions and other events are considered short-term or long-term for a class of 

transactions or other events, rather than individually for transactions and other 

events within a class. 

• A class of transactions has common attributes that differentiate that class from 

others. For example, investment of idle cash and issuance of long-term debt are 

classes of transactions. Each investment purchased or debt issued would not be 

evaluated individually. 

• Consistent with its use in Interpretation 6, normally is used in this measurement 

focus to refer to circumstances of governments in general, not the potentially 

unique circumstances of a single government or type of government. 

• Therefore, the concept of normally is intended to enhance comparability by requiring 

governments to recognize assets and liabilities (a) in a manner consistent with other 

governments and (b) based on substance rather than form. 

Proposal: Recognition in Governmental 
Funds
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Short-Term Financial Resources Measurement Focus 

One Year or Less

• The stated or contractual maturities of financial assets and liabilities

• The best estimate of periods of receipt or payment of there is not stated or 

contractual maturities

• Recognized when the underlying transaction occurs

• Exceptions—Capital assets, postemployment retirement benefits, asset 

retirement obligations

• AV also would introduce a government-wide cash flows statement

Alternative View: Recognition in 
Governmental Funds
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Financial statements presented in
current and noncurrent activity

format

Noncurrent activity—
related to purchase and 

disposition of capital assets 
and issuance and 

repayment of long-term debt

Current activity—
all other

Proposal: Presentation of Governmental 
Funds
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These financial statements would present a short-term view of governmental 

fund activities and report items of a long-term nature differently from how 

they are reported in government-wide financial statements

Short-Term Financial Resources 

Balance Sheet

Statement of Short-Term Financial 

Resource Flows

Short-term assets Inflows of short-term financial resources 

for current activities

Deferred outflows of short-term financial 

resources

Outflows of short-term financial 

resources for current activities

Short-term liabilities Net flows of short-term financial 

resources for noncurrent activities

Deferred inflows of short-term financial 

resources

Short-term financial resources fund 

balances

Proposal: Presentation of Governmental 
Funds—New Terminology
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Statement of Short-Term Financial Resource Flows
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Current and 

Noncurrent 

Activity Format
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Separate presentation of operating and nonoperating 

revenues and expenses

Proposals: Proprietary Funds
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• Activities other than nonoperating activitiesOperating

• Subsidies received and provided

• Revenues and expenses of financing

• Resources from the disposal of capital assets 
and inventory

• Investment income and expenses

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

Subsidies are resources provided by another party or fund 
for the purpose of keeping the rates lower than otherwise 
would be necessary for the level of goods and services to be 
provided

Proposals: Proprietary Funds
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18
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Would be presented as required supplementary information 
(no option for basic statements)

Required variances would be final-budget-to-actual and 
original-budget-to-final-budget

Proposal: Budgetary Comparisons
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• If it is not feasible to present major component unit 
financial statements in separate columns in the 
reporting entity’s financial statements, the financial 
statements of the major component units would be 
presented in the reporting entity’s basic financial 
statements as combining financial statements

Major component unit 
presentations

• Governmental activities expenses by function or 
program

• Business-type activities expenses by different 
identifiable activity

Schedule of 
government-wide 

expenses by natural 
classification would 

be presented as 
supplementary 

information

Other Proposals

20
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Users of MD&A are the broad types of users discussed in paragraph 63 of 
Concepts Statement No. 1, Objectives of Financial Reporting.

Users of governmental reports tend to have different levels of knowledge 
and sophistication about governmental accounting and finance. To be 
publicly accountable, a government should issue financial reports that can 
be understood by those who may not have a detailed knowledge of 
accounting principles. 

Concepts Statement 3—responsible for obtaining a reasonable 
understanding of government and public finance activities and of the 
fundamentals of governmental financial reporting, for studying the 
messages with reasonable diligence, and for applying relevant analytical 
skills. 

Management’s Discussion and Analysis—
Users

21
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Proposals 

• Analysis should be presented in a manner that avoids unnecessary duplication

• If a explanation is provided for a government-wide financial statement change, it 

should not be repeated in the fund statement analysis. 

• Discussion of significant variations between the original and final budget amounts and 

between the final budget amounts and actual results for the general fund should be 

located as notes to budgetary comparison information, which is proposed to be 

presented as required supplementary information. 

MD&A—Basic Proposals

22
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Proposals—Examples Provided 

• Economic data, including population changes and unemployment rates

• Details of the subsequent year’s adopted or approved budget, including:

• Change in total amount available for appropriation with reference 

narratively to the types of revenues (taxes and fees) and changes in 

rates and bases

• Changes in planned spending with reference to sources such as labor 

contracts and whether new programs were added

• Information related to actions the government has taken after the reporting 

period related to postemployment benefit plans, capital improvement plans, 

and long-term debt

• Information related to actions other parties have taken after the reporting 

period that affect the government, such as legislative changes, litigation, and 

new regulations or standards imposed on the government

MD&A—Currently Know Facts, Decisions, 
or Conditions

23
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Pre-Agenda Research Started April 2013

Added to Current Technical Agenda September 2015

Invitation to Comment Issued December 2016

Preliminary Views Issued September 2018

Comment Deadline February 15, 2019

Public Hearings

March 5, 2019 (Rosemont, IL)

March 12, 2019 (Atlanta, GA)

March 14, 2019 (Flushing, NY)

User Forums
March 6, 2019 (Rosemont, IL)

March 14, 2019 (Flushing, NY)

Project Timeline

24



Revenue and Expense Recognition

25
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Classification is the 
process of identifying 
the type of transaction 

(for example, is the 
transaction exchange 

or nonexchange?)

Recognition is the 
process of determining 
what element should be 
reported and when (for 

example, recognize 
revenue when earned)

Measurement is the 
process of determining 
the amount to report for 

the element (not 
addressed in the 

Invitation to Comment)

Revenue and Expense Recognition Models

26

The are three components of a 

revenue and expense recognition 

model
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Exchange/Nonexchange Model 

27

Classification

Recognition

Measurement

Is the transaction an exchange?

Measurement was not addressed in the Invitation to Comment but is 
expected to be addressed in a later due process document.

Earnings recognition 
approach:

• Government controls a resource, 
or incurs an obligation to 
sacrifice a resource,

and
• The change in net assets is not 

applicable to a future period

Provisions of Statement 33:

• Derived tax revenue
• Imposed nonexchange revenue
• Government-mandated 

nonexchange transaction
• Voluntary nonexchange 

transaction

YES NO
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A performance obligation 

is a promise in a binding 

arrangement between a 

government and another 

party to provide distinct

goods or services to a 

specific beneficiary.

Performance Obligation Definition

28

A binding 
arrangement is a 

legally enforceable 
mutual 

understanding 
between a 

government and 
another party.

Another party can 
be a customer, a 

vendor, a resource 
provider, an 

employee, and so 
on.

Distinct goods or 
services are 
separately 

identifiable and 
can provide 

benefits on their 
own.

A specific 
beneficiary would 
be identifiable and 
distinguished from 
the general public.
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Performance Obligation/
No Performance Obligation Model 

29

Classification

Recognition

Measurement

Does the transaction contain a performance obligation?

Measurement is not addressed in the Invitation to Comment but is expected to be 
addressed in a later due process document.

Performance recognition approach:

• Determine consideration
• Allocate consideration to performance 

obligation(s)
• Recognize revenue or expense as each 

performance obligation is satisfied (at 
a point in time or over time) and the 
transaction is applicable to the 
reporting period(s)

Provisions of Statement 33:

• Derived tax revenue
• Imposed nonexchange revenue
• Government-mandated 

nonexchange transaction
• Voluntary nonexchange 

transaction

YES NO
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Pre-Agenda Research Started September 2015

Added to Current Technical Agenda April 2016

Invitation to Comment Cleared January 23, 2018

Redeliberations Began June 2018

Preliminary Views Expected May 2020

Project Timeline
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Conceptual Framework—
Disclosure Framework

31
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Concepts Statements guide the Board’s decisions when 
setting accounting and financial reporting standards

Concepts Statement 3 establishes criteria for what 
communication method should be used to report 
information – financial statements, notes to financial 
statements, required supplementary information, and 
supplementary information

Notes to financial statements are integral to financial 
statements and are essential to a user's understanding of 
financial position or inflows and outflows of resources.

Concepts Related to Disclosures

32
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Purpose of note disclosures, including user needs related to note 
disclosures

Characteristics of essentiality

Limitations of note disclosures

Presentation and format of note disclosures, including consideration of 
the location of the information within the note disclosure section

Consideration of note disclosures individually and as a whole

Potential Topics to Consider

33
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Pre-Agenda Research Started April 2016

Added to Current Technical Agenda August 2018

Due Process Document Scheduled February 2020

Project Timeline
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Other Projects

35
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Other Projects 

36

Timetable

Conduit Debt Final Statement—May 2019

Subscription-Based IT Arrangements Exposure Draft—May 2019

Public-Private Partnerships Exposure Draft—June 2019

Deferred Compensation Plans Exposure Draft—June 2019

Omnibus Exposure Draft—June 2019

Secured Overnight Financing Rate Exposure Draft—August 2019

Implementation Guide Update Final—April 2019

Implementation Guide—Fiduciary Final—June 2019

Implementation Guide—Lease Exposure Draft—February 2019



Questions

Website information: www.gasb.org
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www.gasb.org

38
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Free download of Statements, Implementation Guides, Concepts Statements and other 
pronouncements

Free access to the basic view of Governmental Accounting Research System (GARS)

Free copies of proposals 

Up-to-date information on current projects 

Articles and Fact Sheets about proposed and final pronouncements

Form for submitting technical questions

Educational materials, including podcasts

Website Resources
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