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Dear Mr. Bean:

On behalf of the Florida Government Finance Officers Association (FGFOA), we are
pleased to respond to Preliminary Views of the Governmental Accounting Standards
Board on Concepts Related to Recognition of Elements of Financial Statements (Project

Executive Director No. 3-20). These comments were prepared based on a review by the FGFOA
Justice Administrative C issi . . d "
e S0y age ats members, its Technical Resources Committee and the Board of Directors.
rip.colvin@justiceadmin.org
FRANK DIPAOLO, CPA, CGMA Chapter 2: Recognition Concepts: Short-Term Financial Resources Measurement
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NICOLE GASPARRI, CGFO balance sheet and resource flow elements in the governmental statements as they
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JONATHAN C. MCKINNEY, CGFO disagree with the concept that the short-term versus long-term classification would
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appropriate under the individual government’s facts and circumstances.  Our
SHANNON RAMSEY-CHESSMAN, CPA, CGFC .
Chief Operating Officer of Finance concerns are as follows:

Clerk & Comptroller — Palm Beach County
(561) 355-4277

gl sttt e As indicated in this preliminary views document, to ensure comparability, the GASB

acknowledges in paragraph 18, that it would provide guidance to assist in the
assessment of whether items normally arise from short-term or long-term
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%{)ﬁ%%@r&o transactions and other events. Since this preliminary views document and the related
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PAUL SHAMOUN interpreting financial statements during initial application of the short-term financial
Executive Director resources measurement focus. Even if the GASB provides a large body of guidance on

what is “normally” short-term and long-term, more and more guidance will be needed



on an ongoing basis as more complex transactions and circumstances are brought forward for GASB decisions. We would
rather not have this “prescriptive” guidance and would rather view each government’s actual transactions and
circumstances to determine short-term versus long-term using the “concepts” provided by the GASB.

e Valid reasons may exist for inconsistency of application of certain transactions across governmental entities. Two
examples are shown below:

o The Financial Reporting Model Improvements Preliminary Views document discusses insurance claims
payments as “normally” being liquidated within one year. While this assumption is generally true for
health insurance claims, it is not generally true for property/casualty and workers’ compensation
insurance claims, which frequently take years to resolve.

o Similarly, grant revenues are also anticipated to be “normally” converted to cash within one year of the
underlying event. While often true, this situation would not necessarily be applicable to all grants or even
to individual entities receiving the same grant. For example, whether FEMA claims will be received within
the next reporting period is largely dependent upon how well-versed an individual governmental entity is
in compiling and reporting reimbursable expenditure data in the manner FEMA officials prefer. An entity
with experience in fully and properly documenting reimbursable FEMA expenditures will receive
reimbursement more quickly than an entity with less experience that may have to submit reimbursement
requests multiple times in order to gain FEMA’s approval. Also, whether FEMA reimbursement is received
within the next reporting period is dependent upon the risk management structure of the local
government. For example, a local government with individual commercial insurance can generally settle
a FEMA claim much more quickly than a local governmental entity that participates in a risk pool, in which
case it may take several years for a FEMA claim to be settled as insurance reimbursements and
unreimbursed losses must be prorated to the individual participants. For certain states with recurring
material FEMA reimbursements, such as Florida, the treatment of FEMA claim reimbursement as short-
term, rather than the true short-term/long-term status, could materially impact the financial statements
of a significant number of local governments.

If the short-term measurement focus is implemented with the “normally” approach, it is inevitable that unanticipated
issues will arise as to whether certain items should be treated as “normally” short-term versus long-term. Under such
conditions, ongoing standards modification would be required to address whether each individual item should be treated
as short-term or long-term. In contrast, a more concept-based approach, whereby individual entities recognize items
based upon the financial preparer’s best estimate of when an item would be convertible to cash or payable, would avoid
the need for constant revisions to guidance and standards. And as shown by the FEMA example above, the “normally”
approach could lead to materially distorted financial statements.

Chapter 3: Recognition Concepts: Economic Resources Measurement Focus

We concur with the Board’s position that the economic resources measurement focus (to be applied in the preparation of
government-wide, proprietary fund, and fiduciary fund financial statements) should incorporate all outflows of resources
and all assets, liabilities, and deferred inflows/outflows of resources.

We also agree with the Board’s preliminary view that financial statements presented using this measurement focus,
recognize a financial statement element if the item meets the definition of an element as defined in Concepts Statement 4
and is measurable pursuant to Concepts Statement 1.

However, paragraph 5 indicates that measurement should not just be based upon sufficient reliability of the information,
but should be also collectively based upon all qualitative characteristics, including understandability, reliability, relevance,
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timeliness, consistency, and comparability, subject to the limitations of financial reporting. While conceptually appealing,
the preliminary view does not clarify how this definition of measurement would be applied in the standards and in practice.
Additionally, the concept of qualitative consideration of measurement using the economic resources measurement focus
appears to be inconsistent with the “one-size fits all” concept of basing short-term recognition of transactions and events
upon a definition of “normally” applied to all reporting entities without regard to individual facts and circumstances. For
example, what would be applicable to a water management district or a community development district may not be
applicable to a large municipality.

Chapter 4: Alternative Views

We generally disagree with the alternative views, except we agree with the proposed alternative treatment of replacing the
concept of “normally” with the stated or contractual maturities of assets and liabilities and the best estimate of the periods
of receipts absent such stated or contractual maturities. We favor a more conceptual approach that leaves room for preparer
and auditor professional judgment and share the alternative views concern that, absent a comprehensive resource delineating
the Board’s position as to which transactions or events should “normally” be treated as short-term versus long-term events,
the potential exists for confusion without necessarily achieving comparability.

In summary, we generally agree with the recognition concepts in the preliminary view. However, we would prefer a more
concept-based approach to short-term recognition that allows for professional judgment as opposed to rigidly applied
recognition of items based on definitions of “normally” provided by the Board, especially given the Board’s guidance is not
yet fully developed and may not be available to preparers and auditors concurrently with the effective date of any standards
issued. We are also concerned that this approach will lead to situations in the future where ongoing guidance will be required
hurriedly on a “just in time basis” as new transactions or circumstances arise or are brought forward.

We thank the GASB for its efforts in preparing this preliminary views document and for the opportunity to respond. Please
feel free to contact me at (850) 891-8082 or kent.olson@talgov.com regarding the comments above.

Sincerely,

Wit Wl

Kent Olson, CGFO
President
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