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Governmental GAAP Guide
By Eric S. Berman, CPA

Highlights

Financial professionals who work with state and local governments must stay
current with emerging governmental standards or face unfortunate conse-
quences. This one-of-a-kind tool discusses all the promulgated principles that are
applicable to accounting and financial reporting by state and local governments.
CCH'’s Governmental GAAP Guide delivers a thorough analysis of GASB State-
ments, GASB Interpretations, GASB Technical Bulletins, NCGA Statements,
NCGA Interpretations, and certain AICPA Audit and Accounting Guides. Every-
thing is analyzed and restated in plain English and is supported by timesaving
examples and illustrations.

2012 Edition

To assist preparers and auditors in meeting the requirements of generally ac-
cepted accounting principles, the 2012 edition of CCH’s Governmental GAAP
Guide includes an updated comprehensive financial statement presentation and
disclosure checklist, complete with cross-references to the applicable professional
standards, and a series of practice alerts for pending GASB projects and recently
issued GASB pronouncements. This edition of the Governmental GAAP Guide has
been updated throughout with the very latest information on:

® GASB-62 (Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements)

® GASB-61 (The Financial Reporting Entity: Omnibus—an Amendment of
GASB Statements No. 14 and No. 34)

® GASB-60 (Accounting and Financial Reporting for Service Concession
Arrangements)

Other pronouncements that are being implemented in fiscal years beginning
after June 15, 2010, that are also discussed in this edition include the following:

¢ GASB-59 (Financial Instruments Omnibus)

® GASB-57 (OPEB Measurements by Agent Employers and Agent Multiple-
Employer Plans)

Accounting Research Manager™

Accounting Research Manager is the accounting industry’s largest and most
comprehensive online database, providing easy access to objective and insightful
government, accounting, auditing, and SEC information. While other research
tools simply summarize the authoritative literature, leaving you to decipher
often-complex information, Accounting Research Manager goes the extra mile to
give you the clearest possible picture. We bring clarity to your government and
financial reporting research.
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The Accounting Research Manager Government Library provides one-stop ac-
cess to governmental authoritative and proposal stage literature, including

* GASB (Governmental Accounting Standards Board) Statements & Inter-
pretations, Technical Bulletins, Implementation Guides & related proposal

stage literature

* GAO (Government Accountability Office) Government Auditing Stan-

dards, Financial Audit Manual

e OMB (Office of Management and Budget) Circulars, Compliance

Supplements

The Government Library also offers in-depth, interpretive guidance. Users
can access our government titles that include the Governmental GAAP Guide,
Governmental GAAP Practice Manual, Knowledge-Based Audits™ of State and
Local Governments with Single Audits, and the Governmental GAAP Update

Service.

Learn more about Accounting Research Manager
www.accountingresearchmanager.com.

CCH Learning Center

by visiting

CCH'’s goal is to provide you with the clearest, most concise, and up-to-date
accounting and auditing information to help further your professional develop-
ment, as well as a convenient method to help you satisfy your continuing
professional education requirements. The CCH Learning Center” offers a com-
plete line of self-study courses covering complex and constantly evolving ac-
counting and auditing issues. We are continually adding new courses to the
library to help you stay current on all the latest developments. The CCH
Learning Center courses are available 24 hours a day, seven days a week. You'll
get immediate exam results and certification. To view our complete accounting
and auditing course catalog, go to: http:/cch.learningcenter.com.
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For questions concerning this shipment, billing, or other customer service mat-
ters, call our Customer Service department at 1 800 248 3248.

© 2011 CCH. All Rights Reserved.
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dressed to NASBA, 150 Fourth Avenue North,
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phone: 615-880-4200.
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Our Peer Review Policy

Thank you for ordering the 2012 Governmental GAAP Guide. Each year we bring
you the best engagement guides available, with accompanying electronic
workpapers and practice aids. To confirm the technical accuracy and quality
control of our materials, CCH voluntarily submitted to a peer review of our
publishing system and our publications (see the Peer Review Statement on the
following page).

In addition to peer review, our publications undergo strict technical and
content reviews by qualified practitioners. This ensures that our books,
workpapers, and practice aids meet real world standards and applicability.

Our publications are reviewed every step of the way—from conception to
production—to ensure that we bring you the finest guides on the market.

Updated annually, peer reviewed, technically accurate, convenient and prac-
tical—CCH's 2012 Governmental GAAP Guide shows our commitment to creating
books and workpapers you can trust.
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CERTIFIED PUBLIC ACCOUNTANTS

July 31, 2008

Executive Board
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We have reviewed the system of quality control for the development and maintenance of Governmental
GAAP Guide (2009 Edition), of CCH, a Wolters Kluwer business (the company), applicable to non-SEC
issuers in effect for the year ended July 31, 2008, and the resultant materials in effect at July 31, 2008. The
design of the system, and compliance with it, are the responsibilities of the company. Our responsibility is to
express an opinion on the design of the system, and the company's compliance with that system based on our
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Institute of Certified Public Accountants. In performing our review, we have given consideration to the
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Integrated Approach to Governmental Financial Reporting

Governmental Accounting Standards Board Statement No. 34 (GASB-34) (Basic
Financial Statements—and Management’s Discussion and Analysis—for State
and Local Governments) and GASB-35 (Basic Financial Statements—and Man-
agement’s Discussion and Analysis—for Public Colleges and Universities) serve
as the primary guidance for those who prepare, audit, and use government
financial reports. In addition, the GASB continues to work on the further devel-
opment and clarification of other accounting standards for state and local gov-
ernment entities. CCH’s Governmental GAAP Guide provides interpretive
guidance on the application of the core principles of generally accepted account-
ing principles (GAAP), and the other accounting and financial reporting pro-
nouncements applicable to state and local governments.

New Pronouncements and Outstanding Exposure Drafts

Updated annually, the GASB’s Comprehensive Implementation Guide was devel-
oped by GASB staff to assist financial statement preparers and attestors in the
implementation and application of a number of GASB pronouncements. In-
cluded in this edition are changes, included in the GASB’s 2010-2011 guide as
well as the supplement issued in March of 2011.

The AICPA issues two annually updated guides that provide guidance for
state and local governments and their auditors. The AICPA Audit and Account-
ing Guide State and Local Governments presents recommendations of the AICPA
State and Local Government Audit Guide Revision Task Force on the application
of generally accepted auditing standards to audits of financial statements of state
and local governments.

The second guide, AICPA Audit Guide Government Auditing Standards and
OMB Circular A-133 presents recommendations of the AICPA State and Local
Government Audit Guide Revision Task Force on the application of generally
accepted government auditing standards (GAGAS) to audits of financial state-
ments of state and local governments, and audits of compliance with major
federal award programs under the Single Audit Act of 1996, as amended. As of
the publication date of this edition of CCH’s Governmental GAAP Guide, the
AICPA had issued the March 1, 2011 edition of State and Local Governments, but
not yet issued the 2011 edition of Government Auditing Standards and OMB
Circular A-133. The following GASB pronouncements, issued in 2010 and 2011,
are discussed in the present edition:

® GASB-59 (Financial Instruments Omnibus)

® GASB-60 (Accounting and Financial Reporting for Service Concession
Arrangements)

® GASB-61 (The Financial Reporting Entity: Omnibus—an Amendment of
GASB Statements No. 14 and No. 34)
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e GASB-62 (Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements)

Other pronouncements being implemented in fiscal years beginning after June
15, 2009, that are also discussed in this edition include the following:

e GASB-57 (OPEB Measurements by Agent Employers and Agent Multiple-
Employer Plans)

e GASB-59 (Financial Instruments Omnibus)

At the time of this publication, the following were outstanding GASB exposure
drafts, preliminary views, and other proposal documents:

e Pension Accounting and Financial Reporting by Employers (Preliminary
Views), comments were due September 17, 2010.

* Financial Reporting of Deferred Outflows of Resources, Deferred Inflows
of Resources, and Net Position (comments were due February 25, 2011).

e Derivative Instruments: Application of Hedge Accounting Termination
Provisions—an Amendment of GASB Statement No. 53 (comments were
due April 15, 2011).

Implementation Dates

Certain new GASB pronouncements (and provisions within existing pronounce-
ments) have 2011 and 2012 implementation dates. In an effort to provide finan-
cial statement preparers and auditors with timely reminders, summarized here
are pronouncements and provisions and their implementation dates:

® GASB-57 (OPEB Measurements by Agent Employers and Agent Multiple-
Employer Plans) Certain provisions relating to the use of and reporting on
the alternative measurement method became effective upon issuance in
December 2009. Other provisions, related to the frequency and timing of
other postemployment benefit plans, are effective for actuarial valuations
first used to report funded-status information in plan financial statements
for periods beginning after June 15, 2011 and June 15, 2012.

® GASB-59 (Financial Instruments Omnibus) is effective for periods beginning
after June 15, 2010.

® GASB-60 (Accounting and Financial Reporting for Service Concession Arrange-
ments) is effective for periods beginning after December 15, 2011.

® GASB-61 (The Financial Reporting Entity: Omnibus—an Amendment of GASB
Statements No. 14 and No. 34) is effective for periods beginning after June 15,
2012.

® GASB-62 (Codification of Accounting and Financial Reporting Guidance Con-
tained in Pre-November 30, 1989 FASB and AICPA Pronouncements) is effective
for periods beginning after December 15, 2011.

Exposure drafts, preliminary views, and proposals outstanding have proposed
implementation dates as follows:
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® Pension Accounting and Financial Reporting by Employers has no implementa-
tion date as of yet, but according to the GASB’s latest technical plan it has a
projected implementation date sometime in 2013.

How to Use CCH’s Governmental GAAP Guide

CCH'’s Governmental GAAP Guide is a single reference that discusses all of the
promulgated accounting principles applicable to financial reporting by state and
local governments that are in use today: GASB Statements, GASB Interpretations,
GASB Technical Bulletins, NCGA Statements, and NCGA Interpretations. These
original pronouncements have been analyzed and are restated in straightforward
language to allow preparers and auditors of governmental financial statements
to better understand the original promulgations. To facilitate research, major
topics in the text are cross-referenced to the pertinent paragraphs of the original
pronouncements. Illustrations, figures, and paragraphs called “Observations”
demonstrate and clarify specific accounting principles.

The Governmental GAAP Guide alerts readers to and discusses financial
accounting and reporting standards necessary to prepare the basic external
financial statements of a governmental entity. A companion text, CCH'’s Govern-
mental GAAP Practice Manual, illustrates how governmental financial statements
are prepared based on the standards established by GASB-34 and beyond.
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INTRODUCTION

Accounting Principles Board Statement No. 4 (APB-4) (Basic Concepts and
Accounting Principles Underlying Financial Statements of Business Enterprises)
defines “generally accepted accounting principles” (GAAP) as conventions,
rules, and procedures necessary to describe accepted accounting practice at a
particular time. The importance of reporting entities following generally ac-
cepted accounting principles in the preparation of their financial statements is
embodied in Rule 203 (Accounting Principles) of the AICPA’s Code of Profes-
sional Conduct, which states:

A member shall not (1) express an opinion or state affirmatively that the
financial statements or other financial data of any entity are presented in
conformity with generally accepted accounting principles or (2) state that he
or she is not aware of any material modifications that should be made to such
statements or data in order for them to be in conformity with generally
accepted accounting principles, if such statements or data contain any depar-
ture from an accounting principle promulgated by bodies designated by
Council to establish such principles that has a material effect on the state-
ments or data taken as a whole. If, however, the statements or data contain
such a departure and the member can demonstrate that due to unusual
circumstances the financial statements or data would otherwise have been
misleading, the member can comply with the rule by describing the depar-
ture, its approximate effects, if practicable, and the reasons why compliance
with the principle would result in a misleading statement.

The AICPA Council has designated the Financial Accounting Standards Board
(FASB) as the body to establish accounting principles for both for-profit and not-
for-profit organizations, the Governmental Accounting Standards Board (GASB)
as the body to establish accounting principles for state and local governments,
and the Federal Accounting Standards Advisory Board (FASAB) as the body to
establish accounting principles for the federal government (APB-4, par. 138;
AICPA Code of Professional Conduct, Rule 203).

The Financial Accounting Foundation (FAF) has agreed that the GASB has
the authority to issue generally accepted accounting principles for state and local
governmental units. Thus, the GASB establishes accounting principles for state
and local governments, and the FASB establishes accounting principles for all
other reporting entities, including not-for-profit organizations other than state
and local governments.

Although not recognized as a standard setter for accounting principles
generally accepted in the United States of America, the International Public
Sector Accounting Standards Board (IPSASB) focuses on accounting and finan-
cial reporting needs of governmental entities at an international level. The
IPSASB issues and promotes benchmark guidance and facilitates the exchange of
information among governmental accountants and their organizations through
the issuance of International Public Sector Accounting Standards (IPSAS) and
related guidance. A key part of the IPSASB’s strategy is to ultimately converge
the IPSASs with the International Financial Reporting Standards (IFRS) issued by
the International Accounting Standards Board (IASB). However, at the present
time there are no discussions under way to converge the accounting principles



