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CASB S-95 POSTPONEMENT OF THE EFFECTIVE DATES
OF CERTAIN AUTHORITATIVE GUIDANCE

= What: GASB issued Statement No. 95 in May 2020 providing governments the
option to delay the required implementation date of certain statements and

implementation guides

= Why: Statement No. 95 was issued to provide relief to governments during the
pandemic based on requests by various stakeholders

= When: Effective upon issuance
= Can choose to defer all, one, some or none
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EFFECTIVE DATES ARE POSTPONED ONE YEAR FOR
THESE PRONOUNCEMENTS IN THEIR ENTIRETY

= Statement No. 83, Certain Asset = Statement No. 91, Conduit Debt
Retirement Obligations Obligations

= Statement No. 84, Fiduciary Activities = Implementation Guide No. 2018-
= Statement No. 88, Certain Disclosures 1. Implementation Guidance Update—

Related to Debt, including Direct 2018
Borrowings and Direct Placements = Implementation Guide No. 2019-
= Statement No. 89, Accounting for 1, Implementation Guidance Update—
Interest Cost Incurred before the End 2019
of a Construction Period = Implementation Guide No. 2019-
= Statement No. 90, Majority Equity 2, Fiduciary Activities

Interests—an amendment of GASB
Statements No. 14 and No. 61
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EFFECTIVE DATES ARE POSTPONED ONE YEAR FOR
CERTAIN PROVISIONS OF THESE PRONOUNCEMENTS

= Statement No. 92, Omnibus 2020, paragraphs 6-10 and 12
= Statement No. 93, Replacement of Interbank Offered Rates, pars. 13 and 14

= Implementation Guide No. 2017-3, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions (and Certain Issues Related to
OPEB Plan Reporting), Questions 4.85, 4103, 4108, 4.109, 4.225, 4.239, 4.244,
4245, 4484, 4491 and 5.1-5.4
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EFFECTIVE DATES ARE POSTPONED 18 MONTHS FOR
THESE PRONOUNCEMENTS

= Statement No. 87, Leases
= Implementation Guide No. 2019-3, Leases
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EFFECTIVE DATES AFTER STATEMENT 95

JUNE 30: FISCAL YEAR 2020 JUNE 30: FISCAL YEAR 2022

= Statement 83 - asset retirement obligations "Statement 87 - leases o
= Statement 88 - debt disclosures = Statement 89 - consjcructlon—p.erlod mter.est
- IG 2018-1- Update » Statement 92 - omnibus (multiple effective dates)

s Statement 93 - LIBOR removal and lease
Mmodifications

. » Statement 97 - certain component unit criteria and
JUNE 30: FISCAL YEAR 2021 Seetion 457 plane

: . s » |G 2019-3 - |leases
" Statement 84 -fiduciary activities «1G 2020-1 - update (except 4.6-4.17 and 4.19-4.21)

= Statement 90 - majority equity interests
= Statement 93 - interbank offered rates JUNE 30: FISCAL YEAR 2023
(except LIBOR removal and lease

modifications) = Statement 91 - conduit debt

= |G 2019-1- update = Statement 94 - public-private partnerships
= |G 2019-2 - fiduciary activities » Statement 96 - SBITAs

» |G 2020-1 - update (4.6-4.17 and 4.19-4.21)
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GASB TECHNICAL BULLETIN (TB) 2020-1 ACCOUNTING
AND FINANCIAL REPORTING ISSUES RELATED TO THE
CORONAVIRUS AID, RELIEF, AND ECONOMIC SECURITY
ACT (CARES ACT) AND CORONAVIRUS DISEASES

= What: CASB issued TB 2020-1 in June 2020 to clarify how existing guidance
applies to resources received from programs established by the CARES ACT

= Why: CASB staff received a number of questions regarding accounting and
financial reporting issues related to CARES ACT funding. This TB was issued to
provide guidance on how to apply existing standards to the funding.

= When: Effective immediately
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CASB TB 2020-1

= Question 1: Are resources received from the Coronavirus Relief Fund (CRF)
subject to eligibility requirements or to purpose restrictions? When should those
resources be accounted for as revenue?

= Response: CRF funds are subject to eligibility requirements as defined by the
U.S. Treasury. While not “grants”, GASB S-33 would apply. Funds received should
be reported as liabilities until eligibility requirements are met at which time
revenue would be recognized. A receivable/revenue would be accrued when
qualifying costs have been incurred if not yet reimbursed, subject to the
government'’s revenue recognition criteria.
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CASB TB 2020-1

= Question 2: Certain CARES ACT programs provide resources to address a
government’s loss of revenue attributable to COVID-19. Should this be
considered an eligibility requirement for purposes of revenue recognition?

= Response: Yes, revenue would be recognized in the period when all eligibility
requirements are met.
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GASB TB 2020-1

= Question 5: Should CARES ACT resources to a business-type activity or
enterprise fund be reported as nonoperating revenues?

= Response: Generally, resources provided pursuant to the CARES ACT are
subsidies and should be reported as non-operating revenue. Resources
provided through the Provider Relief Fund’s Uninsured Program constitute
payment for care or treatment of uninsured individuals testing positive for
COVID-19 and should be reported as operating revenues.
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CASB S-98 THE ANNUAL COMPREHENSIVE FINANCIAL
REPORT

= What: CASB issued Statement 98 to replace references in authoritative literature
to the term comprehensive annual financial report

= Why: The acronym for the term comprehensive annual financial report sounds
like a profoundly offensive term directed at certain South Africans.

= When: Effective for fiscal years ending after December 15, 2021 (FYE December
31, 2021, and thereafter). Early application is encouraged.

* Implementation Guide: None
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CASB S-98 THE ANNUAL COMPREHENSIVE FINANCIAL
REPORT

= This Statement replaces an existing term but does not otherwise establish new
accounting and financial reporting requirements

= The requirements of this Statement apply to all state and local governments

= The terms comprehensive annual financial report and comprehensive annual
financial reports in NCGA and GASB pronouncements are replaced with annual
comprehensive financial report and annual comprehensive financial reports,
respectively.

* The associated acronyms in NCGA and GASB pronouncements are replaced with
ACFR and ACFRs.
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CASB S-84 FIDUCIARY ACTIVITIES

= What: CASB issued Statement 84 to clarify when a government has a fiduciary
responsibility and is required to present fiduciary fund financial statements

= Why: Existing standards require reporting of fiduciary responsibilities but do not
define what they are; use of private-purpose trust funds and agency funds is
inconsistent; business-type activities are uncertain about how to report fiduciary
activities

= When: Effective for fiscal years beginning after December 15, 2019 (FYE
December 31, 2020, and thereafter; for Community Colleges June 30, 2021)

= Implementation Guide: IG No. 2019-2, Fiduciary Activities was issued in June
2019 and is effective for fiscal years beginning after December 15, 2019 (FYE
December 31, 2020, and thereafter) to coincide with the implementation of
GASB S-84
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CASB S-84 WHEN SHOULD A GOVERNMENT REPORT
ASSETS IN A FIDUCIARY FUND?

Four paths to making this determination:

Are the assets held by a component unit?

Are the assets held for a pension or OPEB
arrangement?

o i

[
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WHEN IS THERE A COMPONENT UNIT?

Financial

Component
Unit

dependency and
! financial
benefit/burden?

Component
Unit
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RELEVANT GUIDANCE ON FIDUCIARY COMPONENT UNITS

Paragraph 7 of Statement 84 amended Statement 14 to indicate
that a primary government is considered to have a financial

burden if it is legally obligated or has otherwise assumed the
obligation to make contributions to a pension plan or OPEB plan

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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RELEVANT GUIDANCE ON FIDUCIARY COMPONENT UNITS
(CONTINUED)

The implication of that existing and considered guidance is that
many governments would be required to report DC plans and

other employee benefit plans as component units in their
fiduciary fund financial statements
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MODIFIED BY GASB STATEMENT 97

_./

 For purposes of determining whether a primary government is
financially accountable, the absence of a governing board (when the
government is performing the duties a governing board normally would
perform) should be treated the same as the appointment of a voting
majority of a governing board, except for DC pension plans, DC OPEB

plans, or other employee benefit plans

The criterion that a legal obligation to contribute (or otherwise
assuming the obligation) is considered to be a financial burden applies

only to defined benefit plans

SIKICH.COM

ACCOUNTING TECHNOLOGY ADVISORY
_ 20



CASB S-84 OWN SOURCE REVENUE

= GASB S-84 IG, 4.36. Q—A university charges each enrolled student an activity fee
to fund student programs and activities. The university management evaluates
the student proposals for disbursement of the fees and authorizes the
disbursement. The university bills the activity fee with the student’s tuition each
year and deposits the fees received into its central bank account.

= Question: Should the student activity fees collected be considered own-source
revenues of the university, as described in paragraph 13 of Statement 847

= Answer: Yes. The university is obligated to provide a product or service for which a fee
is charged. The student activity fees collected, therefore, are own-source revenues of

the university.
7
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CASB S-84 WHEN DOES A GOVERNMENT HAVE
ADMINISTRATIVE INVOLVEMENT?

= 4.20. Question—A school district holds the funds raised by various student clubs,
which are not legally separate from the school district. The funds are used to pay
for various club activities during the year. There is no school board or school
administration policy related to how the resources of the club can be spent. The
disbursements from the aggregated club account are approved by the faculty
advisor (who is representing the school district) assigned to each club. Approval,
rejection, or modification of the spending is strictly at the discretion of the
faculty advisor. Does the school district have administrative involvement, as
discussed in paragraph 11c(2) of Statement 84?
= Answer—Yes. The school district does have administrative involvement. The school
district's role is considered to be substantive because in the absence of an approved
policy, the faculty advisor (who is acting in the capacity of a school district
representative) has the ability to reject, modify, or approve how the resources are
spent. The faculty advisor's approval is more than just a formality and is analogous to

the example provided in footnote 1 of Statement 84 regarding the determination of
eligible expenditures that are established by the government.
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APPLICATION OF GASB STATEMENT NO 84

= Student Activity Funds = Do the student activity funds meet
) the definition of a fiduciary activity?
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CASB S-84 STAND-ALONE BUSINESS-TYPE ACTIVITIES

= A stand alone BTA's fiduciary activities should be reported in separate fiduciary
fund financial statements.

= Resources expected to be held 3 months or less can be reported instead in the

statement of net position, with inflows and outflows reported as operating cash
flows in the statement of cash flows
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GASB S-84 FIDUCIARY FUND FINANCIAL REPORTING (CONT.)

= Financial Statements
= Statement of fiduciary net position
= Statement of changes in fiduciary net position
= Applies to all fiduciary funds, including custodial funds
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CASB S-84 FIDUCIARY FUND FINANCIAL REPORTING

Accrual basis of accounting

Economic resources measurement focus

Liability recognition
= A liability to the beneficiaries in a fiduciary fund should be recognized when an event
has occurred that compels the government to disburse the fiduciary resources

= Events that compel a government to disburse fiduciary resources occur when a
demand for the resources has been made or when no further action, approval, or
condition is required to be taken or met by the beneficiary to release the assets

Liabilities other than those to beneficiaries should be recognized in accordance

with existing accounting standards using the economic resources measurement
focus.
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GASB S-97, CERTAIN COMPONENT UNIT CRITERIA, AND ACCOUNTING
AND FINANCIAL REPORTING FOR INTERNAL REVENUE CODE SECTION

457 DEFERRED COMPENSATION PLANS

= What: CASB issued S-97 to change the criteria for including certain employee
benefit plans as component units and improvements to Statement 32 on IRC

Section 457 plans

= Why: Some 457 plans have characteristics have changed due, in part, to changes
in the IRC; questions been raised about whether certain employee benefit plans

should be included as component units
= When: Effective dates vary by topic

SIKICH.COM
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GASB S-97

= |[RC 457 Plans

= All requirements relevant to pension plan reporting should be applied to Section 457
plans that meet the definition of a pension plan

= Arrangements through which pensions are determined, assets dedicated for pensions are
accumulated and managed, and benefits are paid as they come due

= All requirements relevant to pensions should be applied by employers to benefits
provided through Section 457 plans that meet the definition of a pension plan

= |f the employer contributes to a defined contribution plan disclosures required by GASB
Statement No. 68, paragraph 126 should be presented

= |nvestments should be valued as of the end of the reporting period (allowance to use
the most recent report of the plan administrator is eliminated)
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CASB S-87 LEASES

= What: CASB issued S-87 to improve lease accounting and financial reporting
= Why:

= The existing standards had been in effect for decades without review to determine if
they remain appropriate in light of GASB conceptual framework and continue to
result in useful information

= FASB and IASB conducted a joint project to update their lease standards
= An opportunity to increase comparability and usefulness of information and reduce
complexity for preparers

= When: Effective date is periods beginning after June 15, 2021 (June 30, 2022, and
thereafter

= Implementation Guide: IG No. 2019-3, Leases was issued in August 2019 and is
effective for periods beginning after June 15, 2021 (June 30, 2022, and thereafter
to coincide with the implementation of GASB S-87
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CASB S-87 SCOPE AND APPROACH

= Applied to any contract that meets the definition of a lease: “A lease is a contract
that conveys control of the right to use another entity’'s nonfinancial asset (the
underlying asset) for a period of time in an exchange or exchange-like
transaction.”
= The right-to-use asset is that “specified in the contract”

= Control is manifested by (1) the right to obtain present service capacity from use of

the underlying asset and (2) the right to determine the nature and manner of use of
the underlying asset

= Leases are financings of the right to use an underlying asset

= Therefore, single approach applied to accounting for leases with some exceptions,
such as short-term leases

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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CASB S-87 UNIFIED REPORTING MODEL FOR LEASES

No classification of leases into operating/capital or other categories

Underlying assumption that leases are financings

Exceptions (lessors and lessees)
= Short-term leases
= Leases that transfer ownership and do not contain termination options

Exceptions for lessors
= Leases of assets that are investments
= Certain regulated leases (e.g., airport-airline agreements)

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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ISSUES TO FOCUS ON AS SOON AS POSSIBLE

- All leases lasting more than a year will be reported by
Debt limits and lessees as long-term liabilities

- Review state and local laws and agreements to
determine whether that could impact compliance with
debt limitations and bond covenants

bond covenants

- May need to consider changing policies and procedures
for tracking and reporting leases, both as lessee and
lessor

- May need better communication between departments
that enter into leases and central accounting staff

Lease policies - Need procedures that identify when lease agreements
and procedures have been initiated and when existing leases are
modified (such as changes in lease term or estimated
payment amounts)

- Should review capital asset policies, such as the
capitalization thresholds, especially in light of the need
to report intangible right-to-use assets

ACCOUNTING TEW SIKICH.COM
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ISSUES TO FOCUS ON AS SOON AS POSSIBLE
(CONTINUED)

- Statement 87 requires that leases be recognized and

.y measured using the facts and circumstances as of the
Transition beginning of the period of implementation

- For example:
- As of July 1, 2021, for FYE June 30, 2022

provisions

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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LEASE TERM

= For financial reporting purposes, when does the lease start and end?

= Start with the noncancelable period

= Plus, periods covered by options to:
= Extend lease, if reasonably certain of being exercised
= Terminate lease, if reasonably certain of not being exercised

= Excludes cancelable periods

= Periods for which lessee and lessor both have option to extend or terminate
(such as rolling month-to-month leases)

= Fiscal funding and cancellation clauses are ignored unless reasonably
certain of being exercised

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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SHORT-TERM LEASES

At beginning of lease, maximum possible term

Definition i
under the contract is 12 months or less

Lessee accounting * Recognize expenses/expenditures based on the
terms of the contract
* Do not recognize assets or liabilities associated
with the right to use the underlying asset

Lessor accounting * Recognize lease payments as revenue based on
the payment provisions of the contract
* Do not recognize receivables or deferred
inflows

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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GASB S-87 INITIAL ACCRUAL BASIS REPORTING
______[Assets ____________|Liability _____|Deferred Inflow _

Lessee Intangible lease asset (right  Present value of NA

to use underlying asset)— future lease

value of lease liability plus payments (incl.
prepayments and initial direct fixed payments,
costs that are ancillary to variable payments
place asset in use based on index or

rate, reasonably
certain residual
guarantees, etc.)

Lessor -« Lease receivable NA Equal to lease
(generally includes same receivable plus
items as lessee’s liability) any cash received
_ up front that
* Continue to report the relates to a future
leased asset period
ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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GASB S-87 SUBSEQUENT ACCRUAL BASIS REPORTING

Liability Deferred
Inflow

Lessee Amortize the intangible lease asset over Reduce by
shorter of useful life or lease term lease
payments
(less amount
for interest

expense)
Lessor + Depreciate leased asset (unless NA Recognize

indefinite life or required to be revenue
returned in its original or enhanced over the
condition) lease termin

* Reduce receivable by lease payments a systematic
(less amount needed to cover and rational
accrued interest) manner

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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IMPLEMENTING GASB S-87

= Implementation
= Apply retroactively
= Restate if practicable, cumulative effect if not

= Leases recognized and measured using the facts and circumstances that exist at
the beginning of the period of implementation (hindsight)

= Create a standardized approach to gather all relevant contracts that contain a lease
or possible lease

= Lessors should not restate the assets underlying their existing sales-type or direct
financing leases

= Any residual assets for those leases would become the carrying values of the underlying
assets

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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CASB S-87 GENERAL LESSEE DISCLOSURES

= General description of leasing arrangements

= Total amount of lease assets (by major classes of underlying assets), and the
related accumulated amortization

= Amount of outflows of resources recognized for the period for variable payments
and other payments (such as residual value guarantees or penalties) not
previously included in the measurement of the lease liability

= Principal & interest requirements to maturity for each of the next 5 fiscal years
and in 5-year increments thereafter

= Commitments under leases that have not yet begun (other than short-term
leases)

= Components of any net impairment loss recognized on the lease asset during
the period.

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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GOVERNMENTAL ACTIVITIES
Capital Assets not Being Depreciated
Land $ 343868064 $ 14220254 § 28,638 § (327919) §$ 48,250,561
Land Right of Way 104,122,961 59,529 - - 104,182,490
Works of Art 977,267 - - - 977,267
Construction in Progress 30,020,606 9,076,966 323,113 - 38,774,459
Total Capital Assets not Being
Depreciated 169,507,698 23,356,749 351,751 (327,919) 192,184,777
Tangible Capital Assets Being
Depreciated
Buildings and Land Improvements 149,152,436 490,406 = 327,919 149,970,761
Machinery and Equipment 29,247952 760,313 144,309 = 29,863,956
Vehicles 16,504,720 715,065 352,438 - 16,867,347
Infrastructure 393,930,731 929,615 - - 394,860,346

CITY OF AURORA, el

Buildings and Land Improvements

I L L I N O I S Equipment and Software

Vehicles

CA P I TA L AS S E T S [c):gigiaAtszets e 588,835,839 2,895,399 496,747 327,919 591,562,410

Less Accumulated Depreciation for
N OT E Tangible Capital Assets
Buildings and Land Improvements $ 40368274 $ 3,5025% $ = $ 43,870,870
Machinery and Equipment 20,050,154 2,291,974 105,124 - 22,237,004
Vehicles 11,684,525 1,239,645 352,438 - 12,571,732
Infrastructure 161,493,352 7,536,005 - 169,029,357
Less Accumulated Amortization for
Intangible Capital Assets
Buildings and Land Improvements
Equipment and Software
Vehicles
Total Accumulated Depreciation 233,596,305 14,570,220 457,562

&
'

247,708,963

Total Capital Assets Being
Depreciated, Net 355,239,534 (11,674,821) 39,185 327,919 343,853,447

GOVERNMENTAL ACTIVITIES
CAPITAL ASSETS, NET $524747,232 § 11,681,928 § 390936 §$ - $ 536,038,224

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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CASB S-87 GENERAL LESSOR DISCLOSURES

= General description of leasing arrangements

= Total amount of inflows of resources, such as lease revenue and interest revenue,
if not otherwise displayed

= Amount of inflows of resources recognized for the period for variable payments
and other payments, such as residual value guarantees or penalties, not
previously included in the measurement of the lease receivable

= The existence, terms, and conditions of options by the lessee to terminate the
lease or abate payments if the lessor government has issued debt for which the
principal and interest payments are secured by the lease payments

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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GASB S-89 ACCOUNTING FOR INTEREST COST INCURRED
BEFORE THE END OF A CONSTRUCTION PERIOD

= What: CASB issued S-89 to enhance the relevance and comparability of
information about capital assets and the cost of borrowing for a reporting period
and to simplify accounting for interest cost incurred before the end of a
construction period

= Why: The existing standards have provided guidance for capitalizing gross or net
interest costs as part of the construction or acquisition of capital assets of
proprietary funds and have not been consistently implemented in practice.

= When: Effective date is periods beginning after December 15, 2020 (December
31, 2021, and thereafter). Early implementation is encouraged

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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GASB S-89 ACCOUNTING FOR INTEREST COST INCURRED
BEFORE THE END OF A CONSTRUCTION PERIOD

= Accrual basis financial statements

= |nterest cost incurred before the end of a construction period should be
recognized as an expense in the period in which the cost is incurred

= |nterest cost should not be capitalized as part of the historical cost of a capital
asset

= Apply prospectively
= Do not restate prior periods to remove previously capitalized interest
= Many governments have already early implemented this pronouncement

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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CASB S-91 CONDUIT DEBT OBLIGATIONS

= What: CASB issued S-91 are to provide a single method of reporting conduit
debt obligations by issuers

= Why: Eliminate diversity in practice associated with (1) commitments extended

by issuers, (2) arrangements associated with conduit debt obligations, and (3)
related note disclosures

= When: Effective date is periods beginning after December 15, 2020 (December
31, 2021, and thereafter)

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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CASB S-93 REPLACEMENT OF INTERBANK OFFERED
RATES

= What: CASB issued S-93 to facilitate the transition from using IBORs in hedging
derivative instruments and leases

= Why: LIBOR in its current form is expected to effectively sunset at the end of
2021
= When:

= LIBOR - periods ending after December 31, 2021
= Leases - periods beginning after June 15, 2021
= Remainder - periods beginning after June 15, 2020.

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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Continue to apply hedge accounting to an effective
hedging derivative instrument with a variable
payment based on an IBOR, if all criteria are met:

Hedging
derivative
instrument is
amended or
replaced to
change the
reference
rate of its
variable
payment or
add/change
reference
rate-related
fallback
provisions

ACCOUNTING TECHNOLOGY ADVISORY

| ’Adjusting the

The new reference rate
essentially equates the old
rate by:

new rate by a
coefficient or
constant,
limited to
what is
necessary to
essentially
equate the
rates, and/or

payment,
limited to
what is
necessary to
essentially
equate the
rates

" An up-front

" The original

hedging
derivative
instrument is
ended and
the
replacement
hedging
derivative
instrument is
entered into
on the same
date

" Critical terms

are identical,
except for
term
changes that
are necessary
for reference
rate
replacement
(see next
slide)

SIKICH.COM
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CASB S-95 OTHER TERM CHANGES

Term changes that
may be necessary for
the replacement of

the reference rate
are limited to:

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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CASB S-935 TWO-STEP TRANSITION TO A SOFR

A hedging derivative instrument may be amended or replaced in
two steps: a transition from an IBOR to another rate (such as the

effective federal funds rate) prior to transitioning to a secured
overnight financing rate (SOFR)

. y
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CASBS-93 OTHER PROVISIONS

Effective Federal Funds Rate and SOFR are appropriate benchmark interest rates for
taxable debt when applying the consistent critical terms method

LIBOR is no longer an appropriate benchmark interest rate for taxable debt when
| applying the consistent critical terms method

"Replacing an IBOR as the reference rate of a hedged item does not terminate hedge
- accounting

Uncertainty related to the continued availability of IBORs does not, by itself, affect the
- assessment of whether the occurrence of a hedged expected transaction is probable

The lease modifications guidance in Statement 87 should not be applied to when a
lease contract is amended solely to replace an IBOR

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM
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GCASB S-94, PUBLIC-PRIVATE AND PUBLIC-PUBLIC
PARTNERSHIPS AND AVAILABILITY PAYMENT ARRANGEMENTS

= What: CASB issued S-94 to provide guidance for public-private and public-
public partnerships (P3s) that are not subject to Statements 60 or 87, and
improvements to Statement 60

= Why: GASB research found that some P3 transactions are outside the scope of
Statement 60 and identified opportunities to improve Statement 60’s guidance
for service concession arrangements (SCASs)

= When: Effective for reporting periods beginning after June 15, 2022 (FYE June 30,
2023, and thereafter)
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CASB S-94 DEFINITIONS: PPPS AND APAS

= Public-private partnerships and public-public partnerships (P3s) are
arrangements “in which a government (the transferor) contracts with an
operator [governmental or nongovernmental] to provide public services by
conveying control of the right to operate a nonfinancial assets, such as
infrastructure or other capital asset (the underlying PPP asset), for a period of
time in an exchange or exchange-like transaction.”

= Availability payment arrangements (APA)

= Government contracts with another entity to operate or maintain the government'’s
nonfinancial asset

= Entity receives payments from the government based on the asset’s availability for
use

= Asset’s availability may be based on the physical condition of the asset or the
achievement of certain performance measures

= May include design, finance, construction, or service components
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CASB S-94 OTHER PROVISIONS

= A P3 that meets the definition of a lease in Statement 87 - but not the definition
of a service concession arrangement (SCA) - would be reported under Statement
87 unless (a) the underlying PPP assets are not existing assets of the transferor or
(b) improvements are required to be made to those existing underlying P3 assets
by the operator.

= An APA that is related to the design, finance, or construction of an infrastructure
or other nonfinancial asset in which ownership of the asset transfers by the end
of the contract would be reported as a financed purchase of the asset.

= An APA that is related to operations would be accounted for as flows of
resources (for example, expense) in the period to which the payments relate.
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CASB S-94 TRANSFEROR REPORTING

If underlying P3 asset is a

new asset or an existing asset
that has been improved..

For all P3s, recognize:

» Receivable for installment * ..and the P3 is an SCA: also
payments to be received, if any recognize the capital asset at
- Deferred inflow of resources for acquisition value when placed
the assets recognized, Into operation
including payments received * ..and the P3 is not an SCA: also
from the operator at or before recognize a receivable for the
start of the P3 term capital asset, measured at
operator's estimated carrying
value as of the future date of
the transfer in ownership
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GASB S-94 OPERATOR REPORTING
If underlying P3

asset is (a) existing If underlying P3
For all P3s, asset or asset is a new
recognize: improvement or asset and the P3 is
(b) new asset and not an SCA...
the P3 is an SCA..

- Liability for + ..also recognize an * Also recognize the
installment intangible right-to- underlying P3 asset
payments to be use asset until ownership is
received, if any transferred

* And a liability for the
underlying P3 asset,
measured at the
estimated carrying
value as of the
future date of the
transfer
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GASB S-96 SUBSCRIPTION-BASED INFORMATION
TECHNOLOGY ARRANGEMENTS

= What: CASB issued S-96 to provide guidance on accounting and financial
reporting for subscription-based information technology arrangements (SBITAS)
= Why:
= Lack of existing guidance
= Conflict with GASB S-87 on Leases
= When: Effective date is periods beginning after June 15, 2022 (FYE June 30, 2023,

and thereafter). GASB Statement No 95 did not defer the implementation date
of GASB S-96
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CASB S-96 SUBSCRIPTION-BASED INFORMATION
TECHNOLOGY ARRANGEMENTS

= A subscription-based information technology arrangement (SBITA) is a
= Contract that conveys control of the right to use another party’s IT software

= |n an exchange or exchange-like transaction

= Right to use the underlying IT asset means the government can
= Obtain the present service capacity from the use of the underlying IT asset
= Determine the nature and manner of use of the underlying IT assets

= SBITAs exclude contracts that solely provide IT support services

= SBITAS include contracts that contain both a right to use asset and an IT
support services component
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CASB S-906 SUBSCRIPTION-BASED INFORMATION
TECHNOLOGY ARRANGEMENTS

= GASB S-96 does not apply to the following:

= Contracts that convey control of the right to use another party’'s combination of IT
software and tangible capital assets that meets the definition of a lease in Statement
No. 87, Leases,

= Governments that provide the right to use their IT software and associated tangible
capital assets to other entities through SBITAs

= Contracts that meet the definition of a public-private and public-public partnership
in paragraph 5 of Statement No. 94, Public-Private and Public-Public Partnerships
and Availability Payment Arrangements

= Licensing arrangements that provide a perpetual license to governments to use a
vendor's computer software, which are subject to Statement No. 51, Accounting and
Financial Reporting for Intangible Assets, as amended.
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CASB S-906 SUBSCRIPTION-BASED INFORMATION
TECHNOLOGY ARRANGEMENTS

= The subscription term is the period during which the government has a
noncancelable right to use the underlying IT assets
= An option to extend should be included if it is reasonably certain that the option will
be exercised

= Periods covered by a government’s option to terminate the SBITA if it is reasonably
certain, based on all relevant factors, that the government will not exercise that

option
= Periods covered by a SBITA vendor's option to extend the SBITA if it is reasonably
certain, based on all relevant factors, that the SBITA vendor will exercise that option
= Periods covered by a SBITA vendor’s option to terminate the SBITA if it is reasonably
certain, based on all relevant factors, that the SBITA vendor will not exercise that
option.
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CASB S-96 SHORT-TERM SBITAS

= A short-term SBITA is a SBITA that, at the commencement of the subscription
term, has a maximum possible term under the SBITA contract of 12 months (or
less), including any options to extend, regardless of their probability of being
exercised
= Periods for which both the government and the SBITA vendor have an option to
terminate the SBITA without permission from the other party (or if both parties must

agree to extend) are cancellable periods and should be excluded from the maximum
possible term.

= For a SBITA that has cancellable periods, such as a rolling month-to-month
SBITA or a year-to-year SBITA, the maximum possible term of that SBITA is the
noncancelable period, including any notice period

= Short-term SBITA recognize an outflow of resources based on the payment
provision of the contract

= No intangible asset or subscription liability are recognized
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CASB S-906 RECOGNITION AND MEASUREMENT

Accrual basis/economic resources

= Recognize a subscription liability and an intangible right-to-use asset at the
commencement of the subscription term

= The subscription liability should be measured at the present value of
subscription payments expected to be made during the subscription term.
Measurement of the subscription liability should include the following, if
requwed by a SBITA

= Fixed payments

= Variable payments that depend on an index or rate

= Variable payments that are fixed in-substance

= Any subscription contract incentives receivable from the SBITA vendor

= Any other payments to the SBITA vendor associated with the SBITA contract that are
reasonably certain of being required based on an assessment of all relevant factors

= The liability should be discounted using the interest rate that the vendor charges
the government
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CASB S-906 RECOGNITION AND MEASUREMENT

Accrual basis/economic resources

= The intangible right-to-use subscription asset should be measured at the
commencement of the subscription term as the sum of:

= The initial measurement of the subscription liability

= Payments associated with the SBITA made to the vendor at the commencement of
the subscription payments term, if any

= Capitalizable initial implementation costs

= The subscription asset should be amortized in a systematic and rational manner
over the shorter of the subscription term or the useful life of the underlying IT
assets

= The amortization of the subscription asset should be reported as an outflow of
resources (for example, amortization expense), which may be combined with
depreciation expense related to other capital assets for financial reporting purposes

= Amortization should begin at the commencement of the subscription term
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CAPITALIZABLE COSTS GASB S-96 SBITA

Preliminary project stage 1.

2.

Conceptual formulation and
evaluation of alternatives
Determination of the existence of
needed technology

Final selection of alternatives for
development

No

Application development stage

Design of the chosen path
Coding

Installation to hardware
Data conversion

Yes, but only if incurred
after completion of the
preliminary project stage

Operation and additional
implementation
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Application training
Troubleshooting

Data conversion beyond what is
necessary to make the software
operational

Software maintenance

No
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GASB S-96 DISCLOSURES

= A general description of its SBITASs, including the basis, terms, and conditions
on which variable payments not included in the measurement of the
subscription liability are determined

= The total amount of subscription assets, and the related accumulated
amortization, disclosed separately from other capital assets

= The amount of outflows of resources recognized in the reporting period for
variable payments not previously included in the measurement of the
subscription liability

= The amount of outflows of resources recognized in the reporting period for
other payments, such as termination penalties, not previously included in the
measurement of the subscription liability

= Principal and interest requirements to maturity, presented separately, for the
subscription liability for each of the five subsequent fiscal years and in five-year
increments thereafter
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EXPOSURE DRAFT, COMPENSATED ABSENCES
\

"

GASB proposed
updated
guidance for
accounting and
financial
reporting for

compensated
absences

N

J
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A review of
Statement 16
indicated
opportunities
for
improvement
and additional

guidance for
certain types of
leave

Comment
deadline:

June 4, 2021

N
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PROPOSAL: SCOPE AND APPLICABILITY

A compensated

; Examples:
absence is P
- Leave that employees use for - Vacation and sick leave
time off with pay . Paid time off (PTO)
- Leave for which employees . Holidavs
receive payment upon . y .
termination of employment, or - Certain types of sabbatical
- Leave for which employees leave
receive settlement through
other means, such as
conversion to postemployment
benefits
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PROPOSAL: RECOGNITION CRITERIA

| Absence accumulates

- Can be carried forward from reporting period when earned to a
future reporting period when it will be paid or settled

. Absence is attributable to services rendered

- Employee already has performed the services required to earn the
absence

Absence is more likely than not to be either paid or settled

- Likelihood of more than 50 percent
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Exception:
more likely than not

to be converted to
defined benefit

pension/OPEB
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PROPOSAL: MEASUREMENT

Accumulated N 4
: Pay rate
leave
Leave that meets /Generally, the Directly and
the recognition employee’s incrementally
criteria pay rate at related
financial
~ reporting ~
Exception: more \ date / DC pensionoor
likely than not to | OPEB recognized
as pension or OPEB
e Zi:\telffnt:;:gg o [ Exception: | P liability
\ J more likely \ J
than not to be <
paid at a DB pension or
\ different rate) OPEB excluded
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PROPOSAL: NOTE DISCLOSURES AND EFFECTIVE DATE

= Note disclosures
= No new note disclosures

= Exceptions to existing long-term liability disclosures for
compensated absences:

= Option to present net increase or decrease with indication that it is a net
amount

= Not required to disclose governmental fund used to liquidate

= Effective date
= Reporting periods beginning after December 15, 2022
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PROJECT TIMELINE

Pre-Agenda Research Started August 2018
Added to Current Technical Agenda December 2019
Deliberations Began February 2020
Exposure Draft Approved February 2021
Comment Deadline June 4, 2021
Final Statement Expected December 2021
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CASB EXPOSURE DRAFT, FINANCIAL REPORTING MODEL
IMPROVEMENTS

= The ED would require the statement of revenues, expenses and changes in net
position to distinguish between operating and nonoperating revenues and
expenses and subsequently report noncapital subsidies, such as appropriations
fOIkl)O‘.’é?d by a subtotal that incorporates operating income (loss) and all
subsidies.

* The subtotal would be labeled “operating income (loss) and noncapital subsidies” and
is desighed to display financial results for all non-capital, financing, and investing
activities against operating expenses of public institutions

= Operating revenue and expenses are defined as other than nonoperating

revenues and expenses. This approach clarifies and identifies non-operating
items as:

Subsidies received and provided

Revenues and expenses related to financing

Resources from the disposal of capital assets and inventory
Investment income and expenses
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CASB EXPOSURE DRAFT, FINANCIAL REPORTING MODEL
IMPROVEMENTS

= Subsidies are defined from the vantage point of recipients and providers. As
such, subsidies are either:

= Resources received from another party or fund to keep rates lower than otherwise
would be necessary to support the level of goods and services to be provided, or

= 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

= State appropriations to public institutions would be subsidies because the
appropriation lowers the cost of education for state residents.

= Pell Grants would not be considered a subsidy because the grant lowers recipient
students’ costs rather than subsidizing the institution as a whole.

= Pell Grants would be classified as operating revenue under the proposed guidance

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM

_



GASB UPDATE PART I

CPE Code: 4823




;f QUESTIONS

Fred Lantz, CPA

fred.lantz@sikich.com
630.566.8557

Director, Government Services

Sikich LLP
1415 W Diehl Road, Suite 400
Naperville, IL 60563

ACCOUNTING TECHNOLOGY ADVISORY SIKICH.COM

_



Copyright © 2021 by Sikich LLP.

All rights reserved. This material or any portion thereof may not
be reproduced or used without the express written permission
from Sikich LLP.

% SIKICH.

LinkedIn: www.linkedin.com/company/sikich
Facebook: www.facebook.com/sikichllp

Twitter: www.twitter.com/sikichllp
Blog: www.sikich.com/blog



