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GASB UPDATE 



2014 
 

• Statement 65 – Items Previously Reported as Assets 
and Liabilities 

• Statement 67 – Financial Reporting for Pension 
Plans** 

• Statement 70 – Non exchange Financial Guarantees  
 
 

** To be discussed in detail at the June 12, 2014 AOC 
Meeting 
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2015 
• Statement 68 – Accounting and Financial Reporting 

for Pensions** 
• Statement 69 – Government Combinations and 

Disposals of Operations 
• Statement 71 – Pension Transition for Contributions 

Made Subsequent to the Measurement Date – an 
amendment to GASB Statement No. 68 ** 

 
** To be discussed in detail at the June 12, 2014 AOC 
Meeting 
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GASB STATEMENT  
No. 65 -  

Items Previously Reported as Assets and 
Liabilities 
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Highlights 
Deferred Inflows of Resources 

• Grants received in advance of meeting timing requirement 
•  Deferred amounts (credits) from refunding of debt 
•  Proceeds from sales of future revenues 
•  Deferred gain from sale-leaseback 
• “Regulatory” credits  
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Highlights 
Deferred Outflows of Resources  

•  Grant paid in advance of meeting timing requirement 
•  Deferred amounts (debits) from refunding of debt 
•  Cost to acquire rights to future revenues (intra-entity) 
•  Deferred loss from sale-leaseback 
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Highlights 
Outflows of Resources (Expense) 

• Debt issuance costs (other than insurance)  
• Initial costs incurred by lessor in an operating lease  
• Acquisition costs for risk pools  
• Loan origination costs 
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Highlights 
Inflows of Resources (Revenue) 

• Loan origination fees 
• Commitment fees (after exercise or expiration) 
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GASB STATEMENT  
No. 67 -  

Financial Reporting for Pension Plans 
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Highlights 

• Pension Plans must present two financial statements: 
• A Statement of Fiduciary Net Position 
• A Statement of Changes in Fiduciary Net Position 

 

• Pension Plan disclosures in the financial statements: 
• Total Pension Liability 
• The Plan’s Fiduciary Net Position 
• Net Pension Liability 
• The Plan’s Fiduciary Net Position as a percentage of the Total 

Pension Liability 
• Significant Assumptions to Calculate Total Pension Liability 
• Ten Years of Disclosures 12 



Highlights 

• Actuarial Valuation 
• At least biennially 
• Disclose all Major Actuarial Assumptions 
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GASB STATEMENT  
No. 70 -  

Nonexchange Financial Guarantees 
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Highlights 

• Nonexchange financial guarantees 
• A transaction that is classified as nonexchange is based 

the same definition of nonexchange that is found in 
Statement 33 
• Excludes exchange and exchange-like transactions 

• Entities addressed 
• Providers of financial guarantees 
• Recipients of financial guarantees 
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Recognition 

• Provider of financial guarantee 
• When qualitative factors and historical data, if any, 

indicate that it is more likely than not that a 
government will make a payment on nonexchange 
financial guarantees it extended, the government 
should recognize a liability 

• Recipient of financial guarantee 
• When nonexchange financial guarantee is legally 

released as an obligor from the obligation and from any 
liability to the guarantor, the government should 
recognize revenue 
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Qualitative Factors 

• Examples of qualitative factors relevant to the entity 
or individual that has issued the guaranteed 
obligation include: 
• Initiation of the process of entering into bankruptcy or 

financial reorganization 
• Breach of a debt contract, such as failure to meet 

covenants or delinquency in interest or principal 
payments 

• Indicators of significant financial difficulty, such as 
drawing on a reserve fund to make debt service 
payments, debt holder concessions, or loss of a major 
source of revenue 
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Measurement 

• Provider of financial guarantee 
• Amount equal to the discounted present value of the 

best estimate of the future outflows expected to be 
incurred as a result of the guarantee  
• If there is no best estimate, the discounted present value 

of the minimum amount in a range should be recognized  

• Recipient of financial guarantee 
• Amount equal to the reduction of the guaranteed 

liability should be recognized 
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Disclosures 

• Provider of financial guarantee 
• Description of the guarantee, including length 
• Total amount of all guarantees extended that are outstanding at the 

reporting date. 
• Description of liabilities recorded and payments made 

• Recipient of financial guarantee 
• Description of the guarantee, including amount and length 
• Outstanding amounts, if any, required to repay the entity providing 

the guarantee. 
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GASB STATEMENT  
No. 68 -  

Accounting and Financial Reporting for 
Pensions 
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Highlights 

• Accounting-based versus funding-based 
 

• The difference between Total Pension Obligation and 
Plan Assets would be reported as a Net Pension Liability 
in the financial statements. 
 

• Actuarial Requirements: 
• Valuation at least biennially 
• Within 12 months of fiscal year-end (OK to “roll forward” from 

date within 30 months) 
• All assumption should conform to Actuarial Standards of Practice 

 
21 



Highlights 

• Note Disclosures 
• Required Supplementary Information 
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GASB STATEMENT  
No. 69 -  

Government Combinations and Disposals 
of Operations 
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Highlights 

• Combinations in which no consideration is provided 
• Government mergers 
• Transfers of operations 

• Combinations in which consideration is provided 
• Government acquisitions 

• Disposal of government operations reporting 
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Mergers and Transfers of Operations 

• Assets and liabilities at carrying values 
• Presumption of GAAP 

• Reporting 
• Mergers 

• New entity 
• Continuing entity  

• Transfers of operations 

• Adjustments 
• Accounting principles, policies, and estimates 
• Capital asset impairment 
• Transaction eliminations 
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Acquisitions 

• Assets (and liabilities)at acquisition value 
• GAAP applicable to state and local governments is used for 

recognition 
• Market-based entry price measurements 
• Exceptions  

• Accounting for the difference 
• Goodwill–deferred outflow of resources 
• Contribution received or reduction of non-current assets 

• Reporting period 
  26 



 Disposals of Government Operations 

• Governments would report disposals of operations for all 
disposals of operations (transfers or sales). 
• Gains and losses reported as special items 

• Costs associated with disposals of government operations 
• Should consider all costs associated with disposals of 

operations 
• Disclosures 

• Description of the circumstances leading to the discontinuation 
• Operations revenues, expense, and non-operating items 
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Additional Note Disclosures 

• General information about ALL government combinations 
• Brief description of the combination and identification of the 

entities involved 
• Date of the combination 
• Primary reasons for the combination 

• Additional information about specific combinations 
• Government mergers and transfers of operations 

• Carrying values recognized as of the merger date 
• Description of significant adjustments 
• Amounts recognized 
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Disclosures -  
Government Acquisition 

• Brief description of consideration provided 
• Total amount of net position acquired 
• Brief description of contingent consideration 

arrangements 
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GASB STATEMENT  
No. 71-  

Pension Transition for Contributions Made 
Subsequent to the Measurement Date 

 
The provisions of this statement should be applied 

simultaneously with the provisions of GASB Statement 
No. 68 (For years ended June 30, 2015 or later) 
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Highlights 

31 

• Statement affects transition provisions related to certain 
pension contributions made to defined benefit pension 
plans prior to implementation of GASB Statement No. 68 



Highlights 

32 

• At the beginning of the period that GASB Statement No. 
68 is adopted, it may not be practical for a government to 
determine the amounts of ALL applicable Deferred 
Outflows of Resources and Deferred Inflows of 
Resources related to pensions 



Highlights 

33 

• The government should recognize a beginning Deferred 
Outflows of Resources only for its pension contributions, if 
any, made subsequent to the measurement date of the 
beginning Net Pension Liability, but before the start of the 
Government’s fiscal year. 



Highlights 

34 

• No other beginning balances for the Deferred Outflows of 
Resources and Deferred Inflows of Resources relate to 
pensions should be recognized. 
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• Issue Date: February 2014 
• Effective Date: This Statement on Auditing Standards is 

effective for audits of financial statements for periods ending 
on or after December 15, 2014. 
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Statement on Auditing Standards No. 128, 
Using the Work of Internal Auditors 



 
• SAS No. 128 addresses the external auditor's responsibilities if 

using the work of internal auditors. Using the work of internal 
auditors includes (a) using the work of the internal audit 
function in obtaining audit evidence and (b) using Internal 
auditors to provide direct assistance under the direction, 
supervision, and review of the external auditor. 
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Statement on Auditing Standards No. 128, 
Using the Work of Internal Auditors 



• SAS No. 128 does not apply if the entity does not have an 
internal audit function. 
 

• Nothing in SAS No. 128 requires the external auditor to 
use the work of the internal audit function to modify the 
nature or timing, or reduce the extent, of audit procedures 
to be performed directly by the external auditor; it 
remains the external auditor's decision to establish the 
overall audit strategy. 
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Statement on Auditing Standards No. 128, 
Using the Work of Internal Auditors 



• Consistent with International Standard on Auditing (ISA) 
610 (Revised 013), Using the Work of Internal Auditors, 
SAS No. 128 Introduces the concept of a systematic and 
disciplined approach and would require, among other 
things, as a prerequisite to being able to use the work of 
the internal audit function, that the external auditor 
evaluate the application by the internal audit function of a 
systematic and disciplined approach, including quality 
control. 

39 

Statement on Auditing Standards No. 128, 
Using the Work of Internal Auditors 



Group and Component Audits 

• Updates guidance when Other Auditors involved to reflect 
risk assessment standards 

• Changes terminology 
• “Principal Auditor” replaced with “Group Engagement 

Partner or Team” 
• “Other Auditor” replaced with “Component Auditor” 
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Responsibility of  
Group Engagement Partner 

• Emphasizes Group Engagement Partner responsibility to 
assess whether sufficient appropriate evidence obtained to 
provide basis for opinion on Group Financial Statements 
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SINGLE AUDIT REFORM 



• Targeting Audit Requirements on Risk of Waste, 
Fraud, and Abuse 
• Right-sizes the footprint of oversight 
• Improves transparency and accountability by making 

single audit reports available to the public online 

Objectives 
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• Increases audit threshold 
• Strengthens risk-based approach to determine Major 

Programs 
• Provides for greater transparency of audit results 
• Strengthens agency use of the single audit process 
• Provide public outreach to focus Compliance Supplement 

on requirements of highest risk 

Revisions Focus Audit on Risk 
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• Increases audit threshold from $500,000 to $750,000 
• Programs are grouped based on dollars 

• Type A/B Programs 
• Less Than or Equal to $25 Million 

• Increase from $300,000 to $750,000 

• Between $25 Million to $100 Million 
• Total FAE times 3% 

• Exceed $100 Million to $1 Billion 
• $3,000,000  

 

Audit Threshold 
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• Not audited as major program in 1 of 2 most recent audit 
periods 

• Modified Opinion on Major Program 
• Material Weakness in Internal Control Over Compliance 

Requirements Identified 
• Known or likely questioned cost exceeding 5% of total 

program expenditures 
• Other – Auditor Judgment 

High Risk Type A Program 
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• Perform risk assessments on Type B Programs until high-
risk Type B programs have been identified UP TO at least 
25% of number of low risk Type A programs 

High Risk Type B Program 
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• Not low-risk Auditee 
• 40% 

• Low-Risk Auditee 
• 20% 

 
 

Coverage Rule 
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• Annual Single Audits 
• Unmodified opinions on financial statements in accordance 

with GAAP or basis of accounting required by state law 
• Unmodified SEFA in relation to opinion 
• No GAGAS material weaknesses 
• In either of preceding two years, none of Type A program had: 

• Material Weaknesses 
• Material Noncompliance 
• Questioned Costs that exceed 5% 

• Timely filing with FAC 
• No Auditing Reporting of Going Concern 
• No Waivers 

Low Risk Auditee 
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 Project Team 
 Scope of Work 
 Required Communications 
 Progress Status Report 
 Update on GASB Standards 
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Engagement Partner  
Kenneth H. Pun, 

CPA, CGMA 

Concurring Partner 
Gary M. Caporicci 
CPA, CGFM, CFF 

Engagement Manager 
Coley Delaney 

CPA 

 
Supervisors 

David Siris, CPA 
 

 
Other Professionals 
David Brookbank 

Sophia Kuo 
 

Quality Control 
Partner 

Jack Georger 
CPA, CIA 

Compliance Manager 
Frances Kuo 

CPA 



 MTS’ Comprehensive Annual Financial Report 
 San Diego Transit Corporation Retirement Plan 
 Single Audit 
 Agreed Upon Procedures: 
◦ National Transit Database Report 
◦ Indirect Cost 
◦ Transportation Development Act 
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 Planning Phase: 
◦ Audit Responsibilities 
◦ Planned Scope and Timing of Audits (Engagement Letter/Contract) 
◦ Independence 
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Management’s Responsibilities 
 

Auditor’s Responsibilities 
 

Present the financial statements in 
accordance with Accounting Principles 
Generally Accepted in the United States 
of America 
 

Perform the audit in conformity with 
Auditing Standards Generally Accepted 
in the United States of America and the 
Standards applicable to Financial Audits 
contained in Government Auditing 
Standards 

Adopt sound accounting policies 
Establish and maintain internal controls 
over financial reporting and compliance 
Provide evidence supporting to the 
financial statements and disclosures 
Prevent and detect fraud 



Timing 

Pun & McGeady LLP 7 

Audits Timing/Schedule 
CAFR November 30, 2014 
Single Audit January 31, 2014 
San Diego Transit Corporation Retirement Plan December 31, 2014 
Agreed Upon Procedures: 

National Transit Database March 31, 2015 
Transportation Development Act December 31, 2014 
Indirect Cost March 31, 2015 



 Completed Interim Phase of the Audit 
◦ Understanding the Entity and Identifying Risk 
◦ Perform risk assessments 
 Billing and Cash Receipts 
 Purchasing and Cash Disbursements 
 Payroll and related liabilities 
 IT Control  
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 Expenses / Cash Disbursement 
 SDTC Farebox Revenue  
 Payroll and Pension Distribution 
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Thank You 
For Allowing Pun & McGeady LLP  

to provide services to 
 

SAN DIEGO METROPOLITAN TRANSIT SYSTEM 
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