
February 18,2021

Director of Research and TechnicalActivities
Project No. 3-25
Governmental Accounting Standards Board
401 Merritt 7

PO Box 51 16

Nomralk, CT 06856-5116

Dear Director,

Please accept the following response from our appointed Accounting Standards Review Committee as
official comment from the Oregon Governmental Finance Officers Association (OGFOA).

We are responding to the Government Accounting Standards Board's (GASB) request for written
comments to Exposure Draft Project No. 3-25 Financial Reporting Model lmprovements.

We appreciate the Board's commitment to improve the financial reporting model. We are concerned
state and local government financial statements are becoming unrecognizable and harder to
understand and use.

Significant Goncerns - We have significant concerns about the short-term financial resources
measurement focus and accrual basis of accounting. There is opportunity for manipulation of short-
term and longterm transactions. For example, an entity signs a long-term contract on October 1 with
a term of fourteen months, and all work will be completed in the first six months. The designation of
short-term or long-term is based on the period from inception to conclusion and retains that designation
even if the terms change. ln this example, if the contract changed on October 2 to six months the
transaction would continue to be classified as a long-term transaction.

Management's Discussion and Analysis - We are in support of updating the Management's
Discussion and Analysis (MD&A). We believe one of the primary objectives was to avoid "boilerplate"
information. We do not believe the proposed standard will accomplish this. Paragraph 4 notes that it
is to be understood by users who do not have knowledge of governmental accounting. We do not
believe that the MD&A should be expected to educate the reader on governmental accounting and the
financial statement presentation. When we read the example MD&A in Exhibit 1, we believe the first
three pages is basic educational information that does not provide any insight into the individual entity,
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wh¡ch will inevitably be boilerplate for most entities. ln our opinion the MD&A should include currently
known facts and highlights specific to the entity.

Our recommendation is to eliminate the boilerplate information and provide multiple examples. Most
municipalities appear to be using the same example contributing to the boilerplate situation. lt would
be helpful if the final pronouncement included at least two examples, one each for a smaller and larger
entity.

Unusual or lnfrequent ltems - We are ¡n favor of the proposed presentation. Our recommendation is
to add some language to ensure that both revenues/resources and expenses/requirements are
included. We would also like them to retain their original designation if they cross reporting periods.
For example, in Oregon we have significant natural disasters (landslides, floods, wildfires) with
expenses/requirements in the current fiscal year, but some of the revenue/resources will not be received
until the following fiscal year. The expenses/requirements would qualify as an unusual or infrequent
item, we want to ensure that the FEMA revenues/resources are also recognized as unusual or
infrequent items.

Presentation of the Governmental Fund Financial Statements - We are in favor of a conceptual
framework and all internal balances and transfers should be recognized as short-term events.

We are not in favor of the proposed short-term financial resources measurement focus and accrual
basis of accounting. Our primary concern is the vulnerability and opportunity for manipulation of short-
term and long-term transactions.

The proposed presentation is taking the governmental fund financial statements further away from
standard terminology that users of the financial statements understand. lt introduces several new
concepts that will require significant education and training. Most community members and those
charged with governance are concerned about the budgetary basis and/or modified accrual basis. We
do not see any internal use for short-term financial resources measurement focus and accrual basis of
accounting.

The proposed short-term financial resources measurement focus and accrual basis of accounting is
considerably different than our current financial resources measurement focus and the modified accrual
basis of accounting. lmplementation will require significant time and resources as we are recovering
from COVID-19. lmplementation will include updating charts of accounts; enterprise resource planning
(ERP), accounting, and financial reporting software; education and training for those charged with
governance, the public, internal budget officers, bureaus and department personnel, finance and
accounting personnel, and auditors.

Presentation of the Proprietary Fund Statement of Revenues, Expenses, and Changes in Fund
Net Position - We are in favor of the proposed presentation except for transfers in and transfers out.
It is going to be difficult for most entities to distinguish or separate the transfers in and out as noncapital
subsidies or nonoperating revenue and expenses. This will require significant resources to educate
and train personnel to ensure they are recording them correctly in the general ledger, as well as
reviewing them to ensure they have been recorded correctly and audit.
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We would prefer to see clarification on internal transactions. ln practice it is sometimes difficult to
distinguish between when a transaction should be recorded as a transfer or revenue/resources and
expense/requirements. For example, one department is paying for a capital project that will be recorded
as an asset by another department. Should those expense/requirements be recorded as an internal
cost or be included in operating by both departments? Our recommendation would be to record it as
revenue/resources and expense/requirements until it is presented on the government-wide statements,
then it would be consolidated and eliminated.

lnformation about Major Gomponent Units in Basic Financial Statements - We are in favor of the
proposed presentation.

Budgetary Comparison lnformation - We are in favor if the budgetary comparison schedules being
presented as RSI for the general fund and major special revenue funds that have legally adopted
budgets. lt is not difficult to add the "variance final- over (under) original budget" column, although we
are struggling to see the relevance or users of this information. Our preference would be to not include
this column as it makes the schedules more cluttered.

We are concerned that most entities will have reconciliations to GAAP basis as they are not budgeting
on the Short-Term Financial Resources Measurement Focus and Accrual Basis of Accounting. The
current examples in Exhibit 15 and 16 do not include reconciliations to GAAP basis. Our
recommendation is to include complex reconciliation to GAAP examples, as most state and local laws
and regulations dictate legal budget authority.

Financial Trends lnformation - We are in favor of the proposed presentation

Effective Date and Transition - We are concerned with the current proposed effective dates due to
these reasons:

We believe that the Board's current Preliminary Views Project No. 4-6P: Revenue and Expense
Recognition should be implemented simultaneously. For the governmental funds it will be easier
to implement the proposed new financial reporting model if we are using the revenue and
expense conceptualframework. ln addition, both projects are going to require education/training
which could be done simultaneously.
We are concerned about the economic recovery from COVID-19 for fiscal years beginning after
June 15,2024. This could be burdensome for entities that might be understaffed and trying to
implement this pronouncement with less funding and resources.
ln Oregon, we must change state laws to comply with some of the financial reporting model
terminology changes. One example is Special Revenue Funds to Special Resource Funds,
currently our state would not recognize Special Resource Funds for budgetary or financial
reporting purposes. The Oregon State Legislature convenes annually, in odd years, sessions
may last 160 days, and in even years, sessions can only last a maximum of 35 days. With the
proposed effective dates, we only have one opportunity to change our state laws during the
2023 Legislative Session.
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Most entities will need to update their chart of accounts, ofier internal training, and spend
substantial time and effort reviewing transactions to ensure they were recorded correctly, to
incorporate the proposed changes.
Some entities will also need to update and/or reprogram their enterprise resource planning
software (ERP). For entities that have a proprietary ERP system this can take a considerable
amount of time, effort, and resources.

The amount of education/training required for those charged with governance, budget officers,
bureaus, departments, finance and accounting personnel and auditors to understand the new
reporting standards.

We are in favor of the phased in approach. Our recommendation would be to have total annual revenue
higher than $75 million. GASB 34 phase 1 was $100 million and it was issued in 1999. Please consider
increasing the amount to a minimum of $100 million.

Our Recommendation and Goncerns -We understand there are some flaws with the current financial
reporting model. Our recommendation is to come up with a methodology to correct the current flaws
with the current financial resources measurement focus and the modified accrual basis of accounting
and provide a solid conceptual framework. This will decrease costs to state and local government
and provide essential information for decision makers.

We have significant concerns with the short{erm financial resources measurement focus and accrual
basis of accounting. This is forcing the governmental fund financial statements further away from
standard terminology that users of the financial statements understand. We also see vulnerability and
opportunity for manipulation of short-term and long-term transactions, which will result in inconsistent
reporting. This vulnerability could lead to decision makers receiving biased governmental financial
information. lf the Board decides to go forward, we recommend going back to the normally due concept
introduced in the preliminary views.

We are requesting more complex examples in the final pronouncement, as the current Exhibits in the
exposure draft are basic and do not address our concerns. For example, the MD&A will become
boilerplate with one example, the assumption is that the budgetary basis will be the same as the short-
term financial resources measurement focus and accrual basis of accounting as there are no reconciling
items to GAAP, and uncomplicated internal activity.

The Oregon Government Finance Officers Association is concerned state and local government
financial statements are becoming unrecognizable and harder for individuals to understand and use.

We appreciate the opportunity to provide input on this exposure draft.

S

Ron

Oregon Government Finance Officer Association President
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