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Ohio GFOAOhio GFOA

GASB UpdateGASB Update

The views expressed in this presentation are those of The views expressed in this presentation are those of 
Mr. Bean. Official positions of the GASB are Mr. Bean. Official positions of the GASB are 
determined only after extensive due process and determined only after extensive due process and 
deliberation.deliberation.
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Current EventsCurrent Events

33

Know Your Board MembersKnow Your Board Members

�� Bob Attmore, ChairmanBob Attmore, Chairman 20092009

�� Bill HolderBill Holder 20102010

�� Girard MillerGirard Miller 20122012

�� Jan SylvisJan Sylvis 20122012

�� Marcia TaylorMarcia Taylor 20102010

�� Dick TracyDick Tracy 20092009

�� Jim WilliamsJim Williams 20122012

44

Effective DatesEffective Dates——December 31December 31

�� December 31, 2007December 31, 2007
�� Statement 34, Retroactive infrastructureStatement 34, Retroactive infrastructure——Phase IIPhase II
�� Statement 43Statement 43——Phase IIPhase II
�� Statement 45Statement 45——Phase IPhase I
�� Statement 48Statement 48

�� December 31, 2008December 31, 2008
�� Statement 43Statement 43——Phase IIIPhase III
�� Statement 45Statement 45——Phase IIPhase II
�� Statement 49Statement 49
�� Statement 50Statement 50

�� December 31, 2009December 31, 2009
�� Statement 45Statement 45——Phase IIIPhase III

55

Statement 40Statement 40

A Look BackA Look Back

66

Deposits and Investments RisksDeposits and Investments Risks

�� Risks were the focusRisks were the focus

�� Performance/reward outside the scopePerformance/reward outside the scope

�� “Conceptual” project, not in response to a “Conceptual” project, not in response to a 

crisiscrisis——review of Statement 3review of Statement 3

�� SetSet--up to Derivatives and Hedging Projectup to Derivatives and Hedging Project
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Types of RiskTypes of Risk

�� Interest rate riskInterest rate risk

�� Highly sensitive Highly sensitive 

�� Credit riskCredit risk

�� OverallOverall

�� CustodialCustodial

�� ConcentrationConcentration

�� Foreign currency riskForeign currency risk

�� Legal riskLegal risk

88

Investment Type DisclosuresInvestment Type Disclosures

�� Investments should be organized by Investments should be organized by 
investment type, such as:investment type, such as:
�� U.S. TreasuriesU.S. Treasuries

�� U. S. AgenciesU. S. Agencies
�� Explicit guaranteeExplicit guarantee

�� No explicit guaranteeNo explicit guarantee

�� Commercial paperCommercial paper

�� Dissimilar investments should not be Dissimilar investments should not be 
aggregated.aggregated.

99

Interest Rate RiskInterest Rate Risk

�� The risk that changes in interest rates may The risk that changes in interest rates may 
adversely affect an investment’s fair valueadversely affect an investment’s fair value

�� Five methods identified, must choose one:Five methods identified, must choose one:

�� Specific identificationSpecific identification

�� Segmented time distributionsSegmented time distributions

�� Weighted average maturityWeighted average maturity

�� DurationDuration

�� Simulation modelSimulation model

1010

Credit RiskCredit Risk

�� Disclose credit quality as of yearDisclose credit quality as of year--endend

�� Includes corporate debt, state and local Includes corporate debt, state and local 

government debt, external investment government debt, external investment 

poolspools

�� Exempt: Debt investments with Exempt: Debt investments with explicitexplicit

guarantee of US government (for example, guarantee of US government (for example, 

GNMA)GNMA)

�� If not rated, indicate as muchIf not rated, indicate as much

1111

Custodial Credit RiskCustodial Credit Risk

�� Disclose only “Category 3”Disclose only “Category 3”

�� Deposits that are uninsured and Deposits that are uninsured and 
uncollateralizeduncollateralized

�� Uninsured investments that are either held by Uninsured investments that are either held by 
the: the: 

�� Counterparty, or Counterparty, or 

�� Counterparty’s trust department, but not in the Counterparty’s trust department, but not in the 
name of the governmentname of the government

1212

Concentration of Credit RiskConcentration of Credit Risk

�� Defined as investments of more than           Defined as investments of more than           

5 percent in any one issuer5 percent in any one issuer

�� Excluded: Excluded: 

�� U. S. government debtU. S. government debt

�� Debt explicitly guaranteed by the U.S. Debt explicitly guaranteed by the U.S. 

governmentgovernment

�� Pooled investments such as mutual funds or Pooled investments such as mutual funds or 

external investment poolsexternal investment pools
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Deposit and Investment PoliciesDeposit and Investment Policies

�� Disclose only those policies that are Disclose only those policies that are 

relevant to the risks that are disclosed.  relevant to the risks that are disclosed.  

�� In other words, if there is no risk In other words, if there is no risk 

disclosure, no policy disclosure is disclosure, no policy disclosure is 
required.required.

1414

Other Other 

Postemployment BenefitsPostemployment Benefits

1515

Statement 45 (for Employers)Statement 45 (for Employers)

�� Subject: accounting and Subject: accounting and 
reporting byreporting by employers employers for for 
theirtheir OPEB expenses and OPEB expenses and 
obligationsobligations (does not (does not 
require funding)require funding)

�� Applies to all employers that Applies to all employers that 
provide OPEB (that is, the provide OPEB (that is, the 
employer pays all or part of employer pays all or part of 
the cost of the benefits, the cost of the benefits, 
including implicit rate including implicit rate 
subsidies)subsidies)

�� Requires Requires accrualaccrual--basis basis 
accounting accounting for expensefor expense

�� Requires measurement and Requires measurement and 
disclosure ofdisclosure of actuarial actuarial 
accrued liabilities accrued liabilities and and 
funded status (UAAL)funded status (UAAL) 1616

Related Statement:Related Statement:
Statement 43 (for Plans)Statement 43 (for Plans)

�� Subject: Subject: reporting on reporting on stewardsteward--
ship of plan assetsship of plan assets by (a) a by (a) a 
trustee or plan administrator that trustee or plan administrator that 
is a governmental entity (standis a governmental entity (stand--
alone plan reporting) or (b) an alone plan reporting) or (b) an 
employer or plan sponsor with a employer or plan sponsor with a 
fiduciary responsibility for the plan fiduciary responsibility for the plan 
assets that includes the plan as a assets that includes the plan as a 
trust or agency fund in its own trust or agency fund in its own 
financial reportfinancial report

�� Includes provisions for reporting Includes provisions for reporting 
of (a) plans administered as trusts of (a) plans administered as trusts 
andand (b) multiple(b) multiple--employer plans employer plans 
that are not administered as truststhat are not administered as trusts

1717

Effective DatesEffective Dates

�� Staggered implementation based on a Staggered implementation based on a 
government’s phase for implementing Statement 34government’s phase for implementing Statement 34

�� For a Phase 1 government (more than $100 million For a Phase 1 government (more than $100 million 
total revenue as defined in Statement 34):total revenue as defined in Statement 34):
�� Statement 45 will be effective for the employer’s fiscal year Statement 45 will be effective for the employer’s fiscal year 

ending December 31, 2007ending December 31, 2007
�� Statement 43 will be effective for a plan that includes a Statement 43 will be effective for a plan that includes a 

Phase 1 employer for the plan’s fiscal year ending Phase 1 employer for the plan’s fiscal year ending 
December 31, 2006December 31, 2006

�� Earlier implementation is encouragedEarlier implementation is encouraged
�� Employers may apply the measurement Employers may apply the measurement 

requirements of Statement 45 prospectivelyrequirements of Statement 45 prospectively——that that 
is, the employer may report zero beginning net is, the employer may report zero beginning net 
OPEB obligation as of the beginning of the year in OPEB obligation as of the beginning of the year in 
which it implements Statement 45 which it implements Statement 45 1818

Statement 47 Statement 47 

Accounting for Termination Accounting for Termination 

BenefitsBenefits
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OverviewOverview

�� Issued June 2005Issued June 2005

�� Establishes accounting and reporting Establishes accounting and reporting 

requirements for requirements for allall forms of termination forms of termination 

benefitsbenefits

�� Supersedes guidance in NCGAI 8 for Supersedes guidance in NCGAI 8 for 
special termination benefitsspecial termination benefits

2020

ScopeScope

�� Voluntary termination benefitsVoluntary termination benefits

�� Inducements to hasten the termination of servicesInducements to hasten the termination of services

�� EarlyEarly--retirement incentivesretirement incentives

�� Involuntary termination benefitsInvoluntary termination benefits

�� Benefits provided as a consequence of the early Benefits provided as a consequence of the early 
termination of servicestermination of services
�� Severance paySeverance pay

�� Includes COBRAIncludes COBRA

�� Excludes unemployment compensationExcludes unemployment compensation

2121

Termination Benefits vs. OPEBTermination Benefits vs. OPEB

�� ED included discussion in BFC; final Statement includes ED included discussion in BFC; final Statement includes 
discussion to Standards section and discusses further in discussion to Standards section and discusses further in 
BFCBFC

�� Determine whether the nature of arrangement is to Determine whether the nature of arrangement is to 
provide benefits:provide benefits:
�� In exchange for the early termination of services (a terminationIn exchange for the early termination of services (a termination

benefit)benefit)
�� As compensation for services (OPEB)As compensation for services (OPEB)

�� Consider all relevant factors, including:Consider all relevant factors, including:
�� Employer’s intentEmployer’s intent
�� Employees’ view of the benefitsEmployees’ view of the benefits
�� Whether conditioned on termination of employment prior to Whether conditioned on termination of employment prior to 

normal retirement agenormal retirement age
�� Length of time benefits have been made availableLength of time benefits have been made available

2222

Measurement RequirementsMeasurement Requirements

�� Include:Include:

�� Fringe benefits related to the termination benefitsFringe benefits related to the termination benefits

�� Directly resulting changes in estimated costs of other Directly resulting changes in estimated costs of other 
employee benefits (such as compensated absences), employee benefits (such as compensated absences), 
if reliably measurableif reliably measurable

�� Exclude:Exclude:

�� Effects of termination benefit on defined benefit Effects of termination benefit on defined benefit 
pension or OPEB obligationspension or OPEB obligations

�� Account for these effects using Statement 27 (pensions) or Account for these effects using Statement 27 (pensions) or 
Statement 45 (OPEB), as appropriateStatement 45 (OPEB), as appropriate

�� Disclosure requirements of Statement 47 also applicableDisclosure requirements of Statement 47 also applicable

2323

Measurement RequirementsMeasurement Requirements

�� HealthcareHealthcare--related benefitsrelated benefits
�� Separate costs for terminated employees from active employeesSeparate costs for terminated employees from active employees

�� Measured as discounted present value of future benefit Measured as discounted present value of future benefit 
payments for terminated employees:payments for terminated employees:

�� ED would have required use of claims costs, or ageED would have required use of claims costs, or age--adjusted adjusted 
premiums approximating claims costs, for premiums approximating claims costs, for allall healthcarehealthcare--related related 
termination benefitstermination benefits

�� In response to comments received about the Exposure Draft, BoardIn response to comments received about the Exposure Draft, Board
narrowed the required application of measurement based on claimsnarrowed the required application of measurement based on claims
costs:costs:

�� If part of largeIf part of large--scale, agescale, age--related termination eventrelated termination event

�� Expected future benefit payments based on projected total Expected future benefit payments based on projected total claims claims 
costs,costs, or ageor age--adjusted premiums approximating claims costsadjusted premiums approximating claims costs

�� If not part of a largeIf not part of a large--scale, agescale, age--related termination eventrelated termination event

�� May use May use unadjusted premiumsunadjusted premiums as basis for projection of expected as basis for projection of expected 
future benefit paymentsfuture benefit payments

2424

Measurement RequirementsMeasurement Requirements

�� HealthcareHealthcare--related benefitsrelated benefits

�� Projection should include assumptions about:Projection should include assumptions about:

�� Healthcare cost trend rateHealthcare cost trend rate

�� Discount rateDiscount rate

�� Estimated yield, over period of time benefits are to be Estimated yield, over period of time benefits are to be 

provided, on investments expected to be used to finance provided, on investments expected to be used to finance 
the payment of benefitsthe payment of benefits

�� Dedicated investments (if those exist)Dedicated investments (if those exist)

�� Otherwise, investments that are not committed to Otherwise, investments that are not committed to 
other usesother uses



5

2525

Measurement RequirementsMeasurement Requirements

�� NonNon--healthcarehealthcare--related benefitsrelated benefits
�� If terms establish obligation to pay specific amounts If terms establish obligation to pay specific amounts 
on fixed or determinable dates:on fixed or determinable dates:
�� Discounted present value of expected future benefit Discounted present value of expected future benefit 
payments, including assumption about changes in future cost payments, including assumption about changes in future cost 
levels levels 

�� Other obligations:Other obligations:
�� Discounted present value of expected future benefit Discounted present value of expected future benefit 
payments, including an assumption about changes in future payments, including an assumption about changes in future 
cost levels ORcost levels OR

�� Undiscounted total of estimated future benefit payments at Undiscounted total of estimated future benefit payments at 
current cost levelscurrent cost levels

�� Represents a clarification of the ED proposal in response to Represents a clarification of the ED proposal in response to 
respondents questions re: whether use of current cost in respondents questions re: whether use of current cost in 
measurement process was intended to be an acceptable measurement process was intended to be an acceptable 
approachapproach

2626

Measurement RequirementsMeasurement Requirements

�� NonNon--healthcarehealthcare--related benefitsrelated benefits

�� If discounted, discount rate determined as If discounted, discount rate determined as 
estimated yield, over period of time benefits estimated yield, over period of time benefits 

are to be provided, on investments expected are to be provided, on investments expected 
to be used to finance the payment of benefitsto be used to finance the payment of benefits

�� Dedicated investments (if those exist)Dedicated investments (if those exist)

��Otherwise, investments that are not committed to Otherwise, investments that are not committed to 
other usesother uses

2727

Recognition RequirementsRecognition Requirements——

Accrual BasisAccrual Basis

�� Voluntary termination benefitsVoluntary termination benefits

�� Liability and expense recognized when:Liability and expense recognized when:

�� Employees accept the offerEmployees accept the offer

�� Amounts can be estimatedAmounts can be estimated

�� Measurement updated at end of each Measurement updated at end of each 
subsequent reporting periodsubsequent reporting period

2828

Recognition RequirementsRecognition Requirements——

Accrual BasisAccrual Basis

�� Involuntary termination benefitsInvoluntary termination benefits

�� Generally, liability and expense recognized Generally, liability and expense recognized 
when:when:

�� Plan of termination approved and communicatedPlan of termination approved and communicated

�� Amounts can be estimatedAmounts can be estimated

��Measurement updated at end of each subsequent Measurement updated at end of each subsequent 
reporting periodreporting period

2929

Recognition RequirementsRecognition Requirements——

Accrual BasisAccrual Basis

�� Involuntary termination benefitsInvoluntary termination benefits

�� Plan of involuntary terminationPlan of involuntary termination

�� Identifies, at a minimum:Identifies, at a minimum:
�� Number of employees to be terminatedNumber of employees to be terminated

�� Job classification or functions and locations affectedJob classification or functions and locations affected

�� When terminations are likely to occurWhen terminations are likely to occur

�� Provides sufficient detail for employees to Provides sufficient detail for employees to 
determine the type and amount of benefits they will determine the type and amount of benefits they will 
receive if they are terminatedreceive if they are terminated

3030

Recognition RequirementsRecognition Requirements——

Modified Accrual BasisModified Accrual Basis

�� Liabilities and expenditures recognized to Liabilities and expenditures recognized to 

extent the liabilities are normally expected extent the liabilities are normally expected 
to be liquidated with expendable available to be liquidated with expendable available 

financial resourcesfinancial resources

�� Paragraph 14 of Interpretation 6Paragraph 14 of Interpretation 6
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Note DisclosuresNote Disclosures

�� In period employer becomes obligated:In period employer becomes obligated:
�� Description of termination benefit Description of termination benefit 
arrangementarrangement
�� Type(sType(s) of benefits, number of employees affected, ) of benefits, number of employees affected, 
period of time benefit are expected to be providedperiod of time benefit are expected to be provided

�� Cost of termination benefits, if not otherwise Cost of termination benefits, if not otherwise 
identifiable identifiable 
�� If benefits affect a defined benefit pension or If benefits affect a defined benefit pension or 
OPEB plan, employer should disclosure the OPEB plan, employer should disclosure the 
change in the actuarial accrued liability attributable change in the actuarial accrued liability attributable 
to the termination benefitsto the termination benefits

3232

Note DisclosuresNote Disclosures

�� In all periods termination benefit liabilities In all periods termination benefit liabilities 
are reported:are reported:
�� Significant methods and assumptionsSignificant methods and assumptions

�� Requirement was implicit in Exposure Draft Requirement was implicit in Exposure Draft 
because other applicable literature appliedbecause other applicable literature applied

�� In response to comments received, Board explicitly In response to comments received, Board explicitly 
identified the requirement in final Statementidentified the requirement in final Statement

�� If a benefit is not recognized because If a benefit is not recognized because 
expected benefits are not estimable, expected benefits are not estimable, 
disclose that factdisclose that fact

3333

Effective Date and TransitionEffective Date and Transition

�� Generally, effective for periods beginning after Generally, effective for periods beginning after 
June 15, 2005 (June 30, 2006)June 15, 2005 (June 30, 2006)

�� However, those that affect defined benefit OPEB However, those that affect defined benefit OPEB 
simultaneous implementation with Statement 45simultaneous implementation with Statement 45

�� In initial year, requirements should be applied to In initial year, requirements should be applied to 
any previous commitments of termination any previous commitments of termination 

benefits that remain unpaid at effective datebenefits that remain unpaid at effective date

�� Not included in ED; added in response to Not included in ED; added in response to 
respondents’ requests for clarificationrespondents’ requests for clarification

3434

Statement 48Statement 48

Sales and Pledges of Receivables Sales and Pledges of Receivables 

and Future Revenuesand Future Revenues

3535

Sales and PledgesSales and Pledges

�� Scope of the projectScope of the project——Government Government 

receives proceeds in exchange for the receives proceeds in exchange for the 
rights to future cash flows from:rights to future cash flows from:

�� Receivables:Receivables:

�� Delinquent property taxesDelinquent property taxes

�� Uncollected finesUncollected fines

��Mortgages Mortgages 

�� Student loansStudent loans

�� Future revenuesFuture revenues

3636

Sales and PledgesSales and Pledges

Sale or Borrowing?Sale or Borrowing?

�� Borrowing by default, unless specific criteria are Borrowing by default, unless specific criteria are 
metmet

�� Continuing involvementContinuing involvement——controlcontrol

�� Does the transferor government retain control, or is Does the transferor government retain control, or is 
control relinquished?control relinquished?

�� Criteria for receivablesCriteria for receivables

�� Criteria for future revenuesCriteria for future revenues
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ReceivablesReceivables

�� Are receivables sold or pledged?Are receivables sold or pledged?

�� Transferee’s ability to sell or pledgeTransferee’s ability to sell or pledge

�� Isolation from seller (and its creditors)Isolation from seller (and its creditors)

�� Legally separate Legally separate 

�� No access to cash No access to cash 

�� Source and timing of paymentsSource and timing of payments

�� Satisfaction of accountsSatisfaction of accounts

�� Bankruptcy protectionBankruptcy protection

�� No option or ability to replace or repurchase No option or ability to replace or repurchase 
accountsaccounts

3838

Future RevenuesFuture Revenues

Are Are future revenuesfuture revenues sold or pledged?sold or pledged?

�� Transferee’s ability to sell or pledgeTransferee’s ability to sell or pledge

�� Transferor’s continuing Transferor’s continuing activeactive involvement in the involvement in the 

generation of the revenuesgeneration of the revenues

�� Excludes ownExcludes own--source revenuessource revenues

�� TaxesTaxes

�� User chargesUser charges

�� Grants, entitlements, shared revenues could be sold Grants, entitlements, shared revenues could be sold 
or pledged, depending on or pledged, depending on activeactive involvementinvolvement

3939

Transfers Within the EntityTransfers Within the Entity

�� Assets transferred should be reported at the Assets transferred should be reported at the 
carrying value of transferorcarrying value of transferor

�� Difference between amount paid and carrying Difference between amount paid and carrying 
value of recognized asset should be reported as value of recognized asset should be reported as 

a gain or lossa gain or loss

�� The amount paid by the transferee for a future The amount paid by the transferee for a future 

revenue should be reported as a deferred revenue should be reported as a deferred 
charge. The transferor should reported the charge. The transferor should reported the 
amount received as a deferred revenue.amount received as a deferred revenue.

4040

DisclosuresDisclosures

�� Identification of specific revenue pledged Identification of specific revenue pledged 
and approximate amount of the pledgeand approximate amount of the pledge

�� General purpose of the related debtGeneral purpose of the related debt

�� Term of the commitmentTerm of the commitment

�� Proportion of the revenue stream (for Proportion of the revenue stream (for 
example, 80%), if it can be estimatedexample, 80%), if it can be estimated

�� Pledged revenue (net) recognized Pledged revenue (net) recognized 
compared to related principal and interest compared to related principal and interest 

4141

Effective DateEffective Date

�� Periods beginning after December 15, Periods beginning after December 15, 

20062006

4242

Statement 49Statement 49

Accounting and Financial Reporting for 
Pollution Remediation Obligations



8

4343

Types of Remediation Types of Remediation 

ObligationsObligations
�� PrePre--cleanup activities: site assessment, cleanup activities: site assessment, 

feasibility study, designfeasibility study, design

�� Cleanup activities: neutralization, Cleanup activities: neutralization, 

containment, disposal activitiescontainment, disposal activities

�� Oversight and enforcement costsOversight and enforcement costs

�� Operation and maintenance of the remedy Operation and maintenance of the remedy 
and monitoringand monitoring

4444

Recognition ThresholdRecognition Threshold

�� Determine whether one of more Determine whether one of more 

components of a pollution remediation components of a pollution remediation 
obligation are recognizable as a liability obligation are recognizable as a liability 

when . . . when . . . 

�� Government knows or reasonably believes Government knows or reasonably believes 
that a site is polluted, andthat a site is polluted, and

�� Obligating event occursObligating event occurs

4545

Obligating EventsObligating Events

�� Compelled to take remediation action Compelled to take remediation action 

because of pollutionbecause of pollution--caused imminent caused imminent 
endangermentendangerment

�� Violate pollutionViolate pollution--prevention permitprevention permit——for for 
example, RCRA permitexample, RCRA permit

�� Named, or evidence indicates govt. will be Named, or evidence indicates govt. will be 

named, as responsible party or PRP for named, as responsible party or PRP for 
remediation (or cost sharing)remediation (or cost sharing)

4646

Obligating EventsObligating Events

�� Named, or evidence indicates government Named, or evidence indicates government 

will be named, in lawsuit to participate in will be named, in lawsuit to participate in 
remediationremediation

�� Excludes lawsuits having no meritExcludes lawsuits having no merit

�� Government commences, or legally Government commences, or legally 

obligates self to commence  obligates self to commence  

�� Limited to portion legally required to completeLimited to portion legally required to complete

4747

RecognitionRecognition

�� Recognize components of liability as they Recognize components of liability as they 
become reasonably estimablebecome reasonably estimable

�� Recognition benchmarksRecognition benchmarks
�� Receipt of an administrative orderReceipt of an administrative order

�� Participation as a responsible party or PRPParticipation as a responsible party or PRP

�� Completion of corrective measure feasibility Completion of corrective measure feasibility 
studystudy

�� Issuance of authorization to proceedIssuance of authorization to proceed

�� Remediation design and implementationRemediation design and implementation

4848

RecognitionRecognition

�� Cost accumulation, not fair valueCost accumulation, not fair value

�� Current value, not present valueCurrent value, not present value

�� Expected cash flow technique would be Expected cash flow technique would be 
requiredrequired

�� Not FASB Statement No. 5, Not FASB Statement No. 5, Accounting forAccounting for

ContingenciesContingencies
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Expected Cash FlowExpected Cash Flow

�� FASB introduced this approach in FASB introduced this approach in 

Statement 143 in 2001 (Con. 7)Statement 143 in 2001 (Con. 7)

�� Also applied in:Also applied in:

�� Interpretation No. 45, Interpretation No. 45, Guarantor’s Accounting Guarantor’s Accounting 

and Disclosure Requirements for Guarantees, and Disclosure Requirements for Guarantees, 

including indirect Guarantees of Indebtedness including indirect Guarantees of Indebtedness 

of Othersof Others

�� Interpretation No. 46 (R), Interpretation No. 46 (R), Consolidation of Consolidation of 

Variable Interest Entities Variable Interest Entities 

5050

Two ContingenciesTwo Contingencies

Neither is ProbableNeither is Probable

Potential payment Probability (a) x (b)

$0 60% $0

$200 40% $80

$80.00

Potential payment Probability (a) x (b)

$0 60% $0

$200 40% $80

$80.00

5151

Two ContingenciesTwo Contingencies——

Expected Cash FlowsExpected Cash Flows

Permutations of Potential Payments Joint

Contingency 1 Contingency 2 Total Probabilities

$0 $0 $0 36.0%

$0 $200 $200 24.0%

$200 $0 $200 24.0%

$200 $200 $400 16.0%

100.0%

5252

Expected Cash FlowExpected Cash Flow

Permutation math

$200 X .48  =  $96  

$400 X .16  =  $64

$160

5353

Capitalization Permitted Capitalization Permitted 

in Limited Circumstancesin Limited Circumstances
a.a. Cleanup to prepare property for sale (limited to fair Cleanup to prepare property for sale (limited to fair 

value)value)

b.b. Polluted property bought and cleaned for use (limited)Polluted property bought and cleaned for use (limited)

c.c. Asset impaired and cleanup restores lost service utility Asset impaired and cleanup restores lost service utility 
(limited)(limited)

d.d. Acquired capital assets have future alternative use.  For Acquired capital assets have future alternative use.  For 
example, land (limited to future service utility)example, land (limited to future service utility)

�� For a. & b.For a. & b.——capitalize only if incurred within reasonable capitalize only if incurred within reasonable 
periodperiod

5454

Expected RecoveriesExpected Recoveries

�� Two typesTwo types

�� Payments expected from other Potential Payments expected from other Potential 
Responsible Parties (PRPs)Responsible Parties (PRPs)

�� Expected insurance recoveriesExpected insurance recoveries

�� MeasurementMeasurement——based on expected cash based on expected cash 

flows and current valueflows and current value
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Expected RecoveriesExpected Recoveries

�� Reduce expense (and expenditure, if Reduce expense (and expenditure, if 

available) and . . .available) and . . .

�� If not realized or realizableIf not realized or realizable——

�� Net against remediation liabilitiesNet against remediation liabilities

�� When realized or realizableWhen realized or realizable

�� Accrete liability and report separate recovery Accrete liability and report separate recovery 

assets (cash or receivable)assets (cash or receivable)

5656

Expected RecoveriesExpected Recoveries

Expected outlays Expected outlays $10,000 $10,000 

Expected recoveries Expected recoveries 3,0003,000

Net remediation expense Net remediation expense $7,000$7,000

If recovery If recovery notnot realized or realizable:realized or realizable:

•• Pollution remediation liability = Pollution remediation liability = $7,000 $7,000 

If recovery realized or realizable:If recovery realized or realizable:

•• Recovery asset (receivable)  =   $3,000Recovery asset (receivable)  =   $3,000

•• Pollution remediation liability = $10,000Pollution remediation liability = $10,000

5757

Annual AdjustmentAnnual Adjustment

�� Adjust liability annually for changesAdjust liability annually for changes

�� Inflation or deflationInflation or deflation

�� Price increases/decreases for specific cost Price increases/decreases for specific cost 
elementselements

�� Changes in technologyChanges in technology

�� Changes in laws or regulationsChanges in laws or regulations

�� Same approach used in Statement 18Same approach used in Statement 18

5858

DisclosuresDisclosures

�� For recognized liabilities and recoveriesFor recognized liabilities and recoveries

�� Nature and source of the pollution Nature and source of the pollution 
remediation obligationremediation obligation——for example, federal for example, federal 

or state lawor state law

�� Liability, if not apparent on statementLiability, if not apparent on statement

�� Methods and assumptionsMethods and assumptions

�� Potential for change in estimatePotential for change in estimate

�� Estimated recoveries reducing the liabilityEstimated recoveries reducing the liability

5959

DisclosuresDisclosures

�� For liabilities (or portions thereof) not yet For liabilities (or portions thereof) not yet 

recognized because not reasonably recognized because not reasonably 
estimableestimable

�� General description of nature of the pollution General description of nature of the pollution 
remediation obligationremediation obligation

�� Supersedes FASB Statement 5 disclosure of Supersedes FASB Statement 5 disclosure of 
“reasonably possible”“reasonably possible”

6060

Effective DateEffective Date

�� Fiscal periods beginning after December Fiscal periods beginning after December 

15, 200715, 2007
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Statement 50Statement 50

Pension DisclosuresPension Disclosures

6262

ScopeScope

�� Resulted from narrowly focused projectResulted from narrowly focused project

�� Aligns disclosure requirements for Aligns disclosure requirements for 

pensions with those for OPEBpensions with those for OPEB

�� Enhances information in notes and in RSIEnhances information in notes and in RSI

6363

Amendments for plans and sole Amendments for plans and sole 

and agent employersand agent employers
�� Notes to the financial statementsNotes to the financial statements

�� Disclose funded status as of most recent actuarial Disclose funded status as of most recent actuarial 
valuation datevaluation date
�� Plans also should disclose actuarial methods and significant Plans also should disclose actuarial methods and significant 
assumptions used in the most recent actuarial valuation assumptions used in the most recent actuarial valuation 
(previously presented in notes to RSI)(previously presented in notes to RSI)

�� Include reference linking funded status note Include reference linking funded status note 
disclosure to schedule of funding progress in RSIdisclosure to schedule of funding progress in RSI

�� Describe legal or contractual maximum contribution Describe legal or contractual maximum contribution 
rates, if anyrates, if any
�� Disclose that the maximum contribution rates have not Disclose that the maximum contribution rates have not 
explicitly been taken into consideration in the projection of explicitly been taken into consideration in the projection of 
pension benefitspension benefits

6464

Amendments for plans and sole Amendments for plans and sole 

and agent employers (cont.)and agent employers (cont.)

�� If actuarial assumption is different for If actuarial assumption is different for 
successive years, disclose initial and successive years, disclose initial and 
ultimate ratesultimate rates

�� If aggregate actuarial cost method is used If aggregate actuarial cost method is used 
to determine the ARCto determine the ARC
�� Present required funded status and funding Present required funded status and funding 
progress information prepared using the entry progress information prepared using the entry 
age actuarial cost methodage actuarial cost method

�� Disclose that the purpose s to provide Disclose that the purpose s to provide 
surrogate informationsurrogate information

6565

Additional Statement 25 Additional Statement 25 

modifications (plans)modifications (plans)

�� If fair value of investments based on other If fair value of investments based on other 

than quoted market prices, disclose than quoted market prices, disclose 
methods and assumptions used to methods and assumptions used to 

determine fair valuedetermine fair value

6666

Additional Statement 27 Additional Statement 27 

amendmentsamendments

�� CostCost--sharing employerssharing employers

�� Disclose how the contractually required contribution Disclose how the contractually required contribution 
rate is determinedrate is determined

�� If (1) plan does not issue standIf (1) plan does not issue stand--alone plan financial alone plan financial 
report following the requirements of Statement 25, report following the requirements of Statement 25, 
as amended AND (2) plan not included in financial as amended AND (2) plan not included in financial 
report of another entityreport of another entity
�� Each costEach cost--sharing employer should sharing employer should 

•• Present as RSI a schedule of funding progress and schedule Present as RSI a schedule of funding progress and schedule 

of employer contributions (each for the plan as a whole)of employer contributions (each for the plan as a whole)

•• Provide information to put scale of information relative to the Provide information to put scale of information relative to the 

employeremployer
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6767

Effective DateEffective Date

�� Generally, effective for periods beginning after Generally, effective for periods beginning after 
June 15, 2007June 15, 2007

�� Requirements related to the use of the entry age Requirements related to the use of the entry age 
actuarial cost method to report surrogate funded actuarial cost method to report surrogate funded 
status and funding progress effective for period status and funding progress effective for period 
for which financial statements and RSI contain for which financial statements and RSI contain 
information resulting from actuarial valuations as information resulting from actuarial valuations as 
of June 15, 2007, or laterof June 15, 2007, or later
�� Not in original proposalNot in original proposal
�� Added to address concerns raised by respondents to Added to address concerns raised by respondents to 
the Exposure Draftthe Exposure Draft

�� Early implementation encouragedEarly implementation encouraged

6868

TransitionTransition

�� Schedules of funding progress that Schedules of funding progress that 

present surrogate information calculated present surrogate information calculated 
using the entry age actuarial cost method using the entry age actuarial cost method 

may be developed prospectivelymay be developed prospectively

6969

Key Changes from Exposure DraftKey Changes from Exposure Draft

�� Most provisions of Exposure Draft retainedMost provisions of Exposure Draft retained

�� Eliminated proposed requirement for pension Eliminated proposed requirement for pension 
plans and sole and agent employers to include plans and sole and agent employers to include 
explanatory narrative disclosures regarding explanatory narrative disclosures regarding 
certain aspects of the nature of the actuarial certain aspects of the nature of the actuarial 
methodology used in the measurement processmethodology used in the measurement process

�� Transition provisions added for presentation of Transition provisions added for presentation of 
surrogate funded status and funding progress surrogate funded status and funding progress 
information by plans and employers that use the information by plans and employers that use the 
aggregate cost methodaggregate cost method

7070

Intangible AssetsIntangible Assets

Statement 51Statement 51

7171

DescriptionDescription

�� An intangible asset is an An intangible asset is an assetasset that that 

possesses all of the following possesses all of the following 
characteristics:characteristics:

�� Lack of physical substanceLack of physical substance

�� Nonfinancial natureNonfinancial nature

�� Initial useful life extending beyond a single Initial useful life extending beyond a single 

reporting periodreporting period

7272

Common Types of Intangible Common Types of Intangible 

AssetsAssets

�� RightRight--ofof--way easementsway easements

�� Other types of easementsOther types of easements

�� Patents, copyrights, trademarksPatents, copyrights, trademarks

�� Land use rightsLand use rights

�� Licenses and permitsLicenses and permits

�� Computer softwareComputer software

�� Purchased or licensedPurchased or licensed

�� Internally generatedInternally generated
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7373

Basic GuidanceBasic Guidance

�� All intangible assets subject to Statement should All intangible assets subject to Statement should 
be classified as capital assets:be classified as capital assets:
�� All existing authoritative guidance related to capital All existing authoritative guidance related to capital 
assets should be applied to these intangible assetsassets should be applied to these intangible assets

�� Since considered capital assets, not reported as Since considered capital assets, not reported as 
assets in modified accrual financial statementsassets in modified accrual financial statements

�� Scope exceptions:Scope exceptions:
�� Intangible assets acquired or created primarily for Intangible assets acquired or created primarily for 
directly obtaining income or profitdirectly obtaining income or profit

�� Capital leasesCapital leases

�� Goodwill from a combination transactionGoodwill from a combination transaction

7474

RecognitionRecognition

�� An intangible asset should be recognized only if An intangible asset should be recognized only if 
it is identifiable:it is identifiable:

�� Asset is separable, i.e. capable of being separated Asset is separable, i.e. capable of being separated 
and sold, transferred, licensed, etc.and sold, transferred, licensed, etc.

--OROR--
�� Asset arises from contractual or other legal rights, Asset arises from contractual or other legal rights, 
regardless of whether rights are separableregardless of whether rights are separable

7575

Internally GeneratedInternally Generated

�� Internally generated intangible assets (IGIA) are Internally generated intangible assets (IGIA) are 
assets that are:assets that are:
�� Created or produced by the government or an entity Created or produced by the government or an entity 
contracted by the government; orcontracted by the government; or

�� Acquired from a third party but require more than Acquired from a third party but require more than 
minimal incremental effort to achieve expected minimal incremental effort to achieve expected 
service capacityservice capacity

�� Statement provides a specifiedStatement provides a specified--conditions conditions 
approach to recognizing outlays associated with approach to recognizing outlays associated with 
IGIAIGIA

7676

Internally GeneratedInternally Generated

�� Outlays incurred related to an IGIA that is considered Outlays incurred related to an IGIA that is considered 
identifiable should be capitalized only upon the identifiable should be capitalized only upon the 
occurrence of all of the following:occurrence of all of the following:
�� Determination of the specific objective of the project and the Determination of the specific objective of the project and the 

nature of the service capacity that is expected to be provided bnature of the service capacity that is expected to be provided by y 
the asset upon completion of the project;the asset upon completion of the project;

�� Demonstration of the technical or technological feasibility for Demonstration of the technical or technological feasibility for 
completing the project so that the asset will provide its expectcompleting the project so that the asset will provide its expected ed 
service capacity;service capacity;

�� Demonstration of the current intention, ability, and presence ofDemonstration of the current intention, ability, and presence of
effort to complete or, in the case of a multiyear project, contieffort to complete or, in the case of a multiyear project, continue nue 
development of the intangible assetdevelopment of the intangible asset

�� Outlays incurred prior to meeting criteria should be Outlays incurred prior to meeting criteria should be 
expensed as incurredexpensed as incurred

7777

Internally GeneratedInternally Generated

�� Specific guidance on applying the specifiedSpecific guidance on applying the specified--
conditions approach for recognition of internally conditions approach for recognition of internally 

generated computer software is providedgenerated computer software is provided

�� Guidance generally based on development Guidance generally based on development 

stages similar to AICPA SOP 98stages similar to AICPA SOP 98--11

7878

AmortizationAmortization

�� Existing guidance for depreciation of capital Existing guidance for depreciation of capital 
assets generally applies to amortizing intangible assets generally applies to amortizing intangible 
assetsassets

�� Exception for intangible assets with indefinite Exception for intangible assets with indefinite 
useful lives:useful lives:
�� No factors currently exist that limit the useful life of the No factors currently exist that limit the useful life of the 
assetasset

�� Intangible assets with indefinite useful lives should Intangible assets with indefinite useful lives should 

not be amortizednot be amortized
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7979

Effective Date and TransitionEffective Date and Transition

�� Effective date is fiscal periods beginning after June Effective date is fiscal periods beginning after June 
15, 200915, 2009

�� Provisions generally should be retroactively appliedProvisions generally should be retroactively applied

�� Exceptions for retroactively reporting intangible Exceptions for retroactively reporting intangible 
assets:assets:
�� Permitted but not required for IGIA and intangible assets Permitted but not required for IGIA and intangible assets 
with indefinite useful lives at transitionwith indefinite useful lives at transition

�� Required for all other intangible assets acquired in fiscal Required for all other intangible assets acquired in fiscal 
years ending after June 30, 1980 by phase 1 or 2 years ending after June 30, 1980 by phase 1 or 2 
governmentsgovernments

�� Encouraged but not required for all other intangible assets Encouraged but not required for all other intangible assets 
of phase 3 governmentsof phase 3 governments

8080

Other ProjectsOther Projects

�� Fund balanceFund balance

�� DerivativesDerivatives

�� ConceptsConcepts

�� SEASEA

�� Intergovernmental financial dependency Intergovernmental financial dependency 
riskrisk

�� Research projectsResearch projects

8181

Fund Balance and Fund Balance and 

Governmental Fund Governmental Fund 
DefinitionsDefinitions

Preliminary ViewsPreliminary Views

8282

Fund Balance ReportingFund Balance Reporting

�� Net Assets/Fund Balance project Net Assets/Fund Balance project 

�� Statement 46 issued on Restricted Statement 46 issued on Restricted 

Net Assets Net Assets 

�� Separate project to reexamine fund Separate project to reexamine fund 
balance reportingbalance reporting

�� User interviews and surveysUser interviews and surveys

��What are the needs?What are the needs?

��What are the problems? What are the problems? 

8383

Clarify Fund Type DefinitionsClarify Fund Type Definitions

�� Special revenueSpecial revenue——tentative Board tentative Board 

decisiondecision——no significant changes at this no significant changes at this 
timetime

�� Capital projectsCapital projects

�� Financial resources to be used for. . .Financial resources to be used for. . .

�� Debt serviceDebt service

�� Accumulation of resources for. . .Accumulation of resources for. . .

�� Paragraph 30 requirements highlightedParagraph 30 requirements highlighted

8484

Fund Balance Alternatives Fund Balance Alternatives 

�� Current classificationsCurrent classifications——clarify definitionsclarify definitions

�� Restricted and unrestrictedRestricted and unrestricted

�� Amounts that are not available for Amounts that are not available for 
appropriation and amounts that are appropriation and amounts that are 

available for appropriationavailable for appropriation
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8585

Tentative DecisionsTentative Decisions

�� Format based primarily on use of resources Format based primarily on use of resources 
versus availability for appropriationversus availability for appropriation

�� Format (still be debated):Format (still be debated):

�� NonspendableNonspendable——Inventory, longInventory, long--term receivablesterm receivables

�� SpendableSpendable

�� RestrictedRestricted——Statement 34/36 definitionStatement 34/36 definition

�� LimitedLimited——Formal action of governing bodyFormal action of governing body

�� AssignedAssigned——Similar to designationsSimilar to designations

�� Unassigned Unassigned 

8686

Project TimetableProject Timetable

�� Invitation to CommentInvitation to Comment——October 2006October 2006

�� RoundtableRoundtable——February 2007February 2007

�� Exposure DraftExposure Draft——January 2008January 2008

�� Final StatementFinal Statement——December 2008December 2008

8787

Derivatives Derivatives 

Exposure DraftExposure Draft

8888

Examples of DerivativesExamples of Derivatives

�� Interest rate swapInterest rate swap

�� VariableVariable--rate to fixedrate to fixed--raterate

�� FixedFixed--rate to variablerate to variable--raterate

�� Basis swapBasis swap

�� Exchange payments based on the changes of two Exchange payments based on the changes of two 
variable ratesvariable rates

�� SwaptionSwaption

�� Gives the purchaser of the option the right, but not the Gives the purchaser of the option the right, but not the 
obligation, to enter into an interest rate swapobligation, to enter into an interest rate swap

�� Commodity swapCommodity swap

�� Reduce exposure to a commodity’s price riskReduce exposure to a commodity’s price risk

8989

ProposalProposal

�� Fair value with hedge accountingFair value with hedge accounting

�� Changes in fair value of derivative are Changes in fair value of derivative are 
deferred for qualifying transactionsdeferred for qualifying transactions

�� Changes in fair value of derivative would not Changes in fair value of derivative would not 
be deferred if the related asset (for example, be deferred if the related asset (for example, 

investment) is reported at fair valueinvestment) is reported at fair value

�� How is that operationalized?How is that operationalized?

9090

Hedge EffectivenessHedge Effectiveness

�� Consistent critical termsConsistent critical terms

�� Quantitative techniquesQuantitative techniques

�� Synthetic instrumentSynthetic instrument

�� Dollar offsetDollar offset

�� RegressionRegression

�� Other qualifying quantitative methodsOther qualifying quantitative methods
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9191

DisclosuresDisclosures

�� Application of TBApplication of TB--2003 disclosures to all 2003 disclosures to all 
derivativesderivatives

�� Summary of derivative activities by typeSummary of derivative activities by type

�� Beginning fair valuesBeginning fair values

�� Fair value of derivatives acquired during the period (at Fair value of derivatives acquired during the period (at 
time of acquisition)time of acquisition)

�� Fair value of derivatives that matured or terminatedFair value of derivatives that matured or terminated

�� Changes in fair value during the periodChanges in fair value during the period

�� Ending fair valuesEnding fair values

�� Ending notional amountEnding notional amount

9292

Project TimetableProject Timetable

�� Exposure DraftExposure Draft——June 2007June 2007

�� Final statementFinal statement——May 2008May 2008

9393

Other Current ProjectsOther Current Projects

�� Concepts StatementsConcepts Statements
�� Recognition and Measurement AttributesRecognition and Measurement Attributes

��Deliberations to begin later this yearDeliberations to begin later this year

�� Intergovernmental Financial Dependency Intergovernmental Financial Dependency 
RiskRisk

�� Service Efforts and Accomplishments Service Efforts and Accomplishments 
ReportingReporting
�� GuidelinesGuidelines——due process document  (Part A)due process document  (Part A)

�� Concepts 2 update (Part B)Concepts 2 update (Part B)

9494

SEASEA——ScopeScope

�� What the project is:What the project is:

�� Focus on voluntary reportingFocus on voluntary reporting

�� Focus on guidelinesFocus on guidelines

�� Focus on clarifying GASB’s roleFocus on clarifying GASB’s role

�� What the project is not:What the project is not:

�� Establishing performance measuresEstablishing performance measures

�� Establishing performance benchmarksEstablishing performance benchmarks

�� Establishing reporting standardsEstablishing reporting standards

9595

SEA ProjectSEA Project——TimetableTimetable

�� Part APart A——due process document scheduled due process document scheduled 

in to be issued in the first quarter of 2008in to be issued in the first quarter of 2008

�� Part BPart B——exposure draft of proposed exposure draft of proposed 

amendments to Concepts Statement 2 is amendments to Concepts Statement 2 is 
scheduled to be issued in the first quarter scheduled to be issued in the first quarter 

of 2008of 2008

9696

Other ProjectsOther Projects
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9797

Research AgendaResearch Agenda

�� AICPA OmnibusAICPA Omnibus——accounting guidance accounting guidance 
currently presented only in the SASs currently presented only in the SASs 

�� Economic Condition ReportingEconomic Condition Reporting

�� Electronic Financial ReportingElectronic Financial Reporting

�� Investment OmnibusInvestment Omnibus

�� Pension Accounting and ReportingPension Accounting and Reporting

�� Public and Private PartnershipsPublic and Private Partnerships

�� Reporting Units/Statement 14 RevisitedReporting Units/Statement 14 Revisited

9898

Calling All IssuesCalling All Issues

�� Agenda is full; however, emerging issues Agenda is full; however, emerging issues 

still need to be addressedstill need to be addressed

�� If you have identified that warrants the If you have identified that warrants the 

GASB’s attention, please submit that issue GASB’s attention, please submit that issue 
via email to via email to director@gasb.orgdirector@gasb.org

�� Agenda reviewed three times a year the Agenda reviewed three times a year the 

GASBGASB

9999

Questions?Questions?

Telephone—(203) 847-0700

Web site—www.gasb.org


