GASB 34 and The State of Arizona 

	Author:

Douglas Yeskey      
	 NOTE:    [WJB / CAFR1 highlights and underline – Depreciation with actuarial projections allow for “future” projected expenses to be declared as a cost today and allows for hoarding of capital in the billions] 

You must ask: Need? Who profits? Slush funds masked?
	Date: 
	6/18/2001

	Summary:
	Highlights of the GASB 34 reporting model changes on the State of Arizona's Comprehensive Annual Financial Report

	Article:
	DISCUSSION OF GASB 34 CHANGES

Commencing with the fiscal year ended June 30, 2002, the State of Arizona will issue the Comprehensive Annual Financial Report (CAFR) in accordance with new reporting standards as detailed in the Government Accounting Standards Board (GASB) Statement No. 34. As the full effect to the State is still being determined, this discussion will focus on the major highlights and the impact to the State.

The current reporting standards emphasizes information about funds and how these funds performed in the short term. Any information relating to long-term assets or long-term liabilities was presented in special funds labeled as "General Fixed Asset Account Group" and "General Long Term Debt Account Group". This enabled the user to determine how the fund performed in the current year.

The new reporting model retains much of this type of reporting, however, it introduces a new set of financial statements which are more comparable to the private-sector companies. These new statements, referred to as Government-Wide Financial Statements, will require the State to report all of its assets and liabilities (both current and long-term); all of its revenues; and all costs of providing services each year, not just those received or paid in the current year or soon after year-end. These Government-Wide Financial Statements will be formatted so that all the Governmental Activities will be in a single column, the Business-Type Activities will be in a second column. The third column will be a total of the first two, showing a combined government operations. The final column will present information for the State's component units.

The emphasis for these new financial statements is to help users:

 Assess( the finances of the State in its entirety, including the year's operating results.
 Determine whether the State's overall financial position has( improved or deteriorated.
 Evaluate whether the government's current-year( revenues were sufficient to pay for current-year services.
 See the costs of( providing services to the citizenry.
 See how the State finances its( programs - through user fees and other program revenues versus general tax revenues.
 Understand the extent to which the State has invested in capital( assets, including roads, bridges and other infrastructure assets.
 Make( better comparisons between governments.


SIGNIFICANT HIGHLIGHTS OF GASB 34


Management Discussion and Analysis

 Financial( management of the State will provide an objective and easily readable analysis of the government's financial position.

 Should provide users with the( information they need to help them assess whether the State's financial position improved or deteriorated as a result of the year's operations.


Reporting of Infrastructure Capital Assets

 For( the first time, all Infrastructure Capital Assets will be reported by the State.

 This includes roads, highways, bridges and associated( structures.


Recording of Depreciation Expense for Capital Assets

 Also for the first time, All Capital Assets, including( Infrastructure, will be depreciated over their useful lives.

 The( depreciation expense will be included in the overall costs of providing services to the citizens.


Elimination of Account Groups

 All Capital( Assets related to Governmental Funds will be reported within the Governmental Activities Column.

 All Current and Long-Term Debt related to( Governmental Funds will be reported within the Governmental Activities column.


Universities Reporting

 The three State Universities( will now be reported as Business-Type Activities.

 Will also be required( to report Infrastructure Capital Assets and Depreciation expense.

( Previously reported using a presentation unique to the universities.


Internal Service Fund Activity Removed

 The( effects of the "doubling up" of revenues and expenses for the Internal Service Funds, i.e., Telecommunications or Motor Pool, is removed in the Government-Wide Financial Statements.

 Government-Wide Financial Statements adjusted to( take Internal Service Funds to "Break Even Point".

 Only residual assets( and liabilities reported in Government-Wide Financial Statements.


This analysis is not intended to include all the proposed changes resulting from the implementation of GASB 34 to the State of Arizona, only the most significant determined to date. The General Accounting Office is analyzing all the changes required to comply with GASB 34 and the resulting modifications necessary to the methods utilized in compiling the CAFR. The General Accounting Office fully intends to comply with the requirements for the June 30, 2002, CAFR as required.


