Attachment B

James Marta & Company LLP
Certified Public Accountants

Accounting, Auditing, Consulting, and Tax

COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

To the Board of Directors
Livermore Area Recreation and Park District
Livermore, California

We have audited the basic financial statements of Livermore Area Recreation and Park District (the
“District”) for the year ended June 30, 2019 and have issued our report thereon dated January 23, 2020.
Professional standards require that we communicate certain matters to you related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

As communicated in our engagement letter dated June 26, 2018, our responsibility, as described by
professional standards, is to form and express an opinion(s) about whether the financial statements that
have been prepared by management with your oversight are presented fairly, in all material respects, in
conformity with accounting principles generally accepted in the United States of America. Our audit of
the financial statements does not relieve you or management of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial
reporting. Accordingly, as part of our audit, we considered the internal control of the District solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

We have provided our comments regarding internal controls and other matters noted during our audit in a
separate letter to you dated January 23, 2020.

Planned Scope and Timing of the Audit
We were unable to conduct our audit consistent with the planned scope and timing we previously

communicated to you, as account reconciliations and year-end closing procedures were not completed by
the District timely enough to allow us to complete the audit as originally scheduled.
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Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm, have complied with all relevant
ethical requirements regarding independence.

Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the District is included in Note 1 to the financial statements.
There have been no initial selections of accounting policies and no changes in significant accounting
policies or their application for the year ended June 30, 2019. No matters have come to our attention that
would require us, under professional standards, to inform you about (1) the methods used to account for
significant unusual transactions and (2) the effect of significant accounting policies in controversial or
emerging areas for which there is a lack of authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on knowledge and
experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements and because of
the possibility that future events affecting them may differ markedly from management’s current
judgments. The most significant estimates are those regarding net pension and OPEB liabilities and the
the collectability of receivables.

Management’s estimate of the net pension and OPEB liability is based on an actuarial study performed by
independent third parties. We evaluated the key factors and assumptions used to develop the estimates
and determined that it is reasonable in relation to the basic financial statements taken as a whole and in
relation to the applicable opinion units.

Management’s estimate of the collectability of receivables is based on historical experience. We
evaluated the key factors and assumptions used to develop the estimate of accounts receivable
collectability and determined that it is reasonable in relation to the basic financial statements taken as a
whole and in relation to the applicable opinion units.

Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the performance of the
audit.
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Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and likely
misstatements identified during the audit, other than those that we believe are trivial, and communicate
them to the appropriate level of management. There were no uncorrected misstatements noted as a result
of our audit procedures.

In addition, professional standards require us to communicate to you all material, corrected adjustments
that were brought to the attention of management as a result of our audit procedures. All adjustments
identified during the audit are shown in Attachment I as adjusting journal entries.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing
matter, which could be significant to the District’s financial statements or the auditor’s report. No such
disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management, which are included in the attached
letter dated January 23, 2020. See Attachment II.

Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters. Management informed us that, and to our knowledge, there were no consultations with other
accountants regarding auditing and accounting matters.

Other Services

We prepared the following information for the State Controller’s Office for the year ending June 30,
2019, based on information provided by management:

e Special Districts Financial Transactions Report

The performance of the above other services does not constitute an audit. Accordingly, we will provide no
opinion on the Special Districts Financial Transactions Report.

We have assisted management in preparing the financial statements of the District in conformity with
U.S. generally accepted accounting principles based on information provided by management.

Management’s responsibilities for other services included designating qualified individuals with the skill,
knowledge, and experience to be responsible and accountable for overseeing financial statement
preparation and any other nonattest services we performed as part of this engagement. Management has
represented that they have evaluated the adequacy and results of those services and is accepting
responsibility for them.



James Marta & Company LLP
Certified Public Accountants

Other Significant Findings or Issues

In the normal course of our professional association with the District, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, business conditions
affecting the District, and business plans and strategies that may affect the risks of material misstatement.
None of the matters discussed resulted in a condition to our retention as the District’s auditors. See
Attachment 111 for discussion of upcoming accounting changes that will affect the district going forward.

In addition to the financial audit, we performed agreed upon procedures on the appropriations limit under
Article XIIIB of the California Constitution and issued a related report; prepared the Special Districts
Financial Transactions Report for Livermore Area Recreation and Park District and Governments of
Livermore Financing Authority; and prepared the financial statements of the District using information
provided by management. Performance of these “agreed upon procedures” and issuance of the
aforementioned reports does not constitute an audit, nor does it impair our independence.

This report is intended solely for the use of the Board of Directors and management of Livermore Area
Recreation and Park District and is not intended to be and should not be used by anyone other than these
specified parties.

ggv«m mdL/CmMLLP

James Marta & Company LLP
Certified Public Accountants
Sacramento, California
January 23, 2020
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Corrected Misstatements:

Adjusting Journal Entries

Adjusting Journal Entries JE# 1

To agree beginning fund balance to PY audited ending fund balance

3300-001-000-000 General Fund Balance
4918-045-508-106 May Nissen BBQ & South Area Playgrounds
Total

Adjusting Journal Entries JE# 3

PBC To correct the prepaid expenses balance

4465-001-000-000 Professional Services
1163-001-000-000 Prepaid Expenses - General
Total

Adjusting Journal Entries JE# 4

DO NOT POST - To book balances of capital assets and accumulated
depreciation as part of government-wide financial reporting

4010 Auditor Account Fixed Assets
4020 Auditor Account Accumulated Depr
6000 Auditor Account Govt Wide Addtnl Equity

Total

DO NOT POST - To book balances of pension-related items fromthe
GASB 68 actuarial valuation as part of government-wide financial
reporting

4030 Auditor Account Deferred Outflows - Pension
6000 Auditor Account Govt Wide Addtnl Equity
5010 Auditor Account Net Pension Liability

5030 Auditor Account Deferred Inflows - Pension

Total

Adjusting Journal Entries JE# 6
DO NOT POST - To book balances of OPEB-related items fromthe GASB
75 actuarial valuation as part of government-wide financial reporting

4040 Auditor Account Deferred Outflows - OPEB
6000 Auditor Account Govt Wide Addtnl Equity
5015 Auditor Account Net OPEB Liability

5040 Auditor Account Deferred Inflows - OPEB

Total

3,504

3,504

3,504 3,504
3,900

3,900

3,900 3,900
152,729,126

60,642,083

92,087,043

152,729,126 152,729,126
7,775,193
9,279,476

15,804,862

1,249,807

17,054,669 17,054,669
401,630
830,382

950,150

281,862

1,232,012 1,232,012
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Adjusting Journal Entries JE# 7

DO NOT POST - To book balance of compensated absences as part of
government wide reporting.

6000 Auditor Account Govt Wide Addtnl Equity 643,544
5020 Auditor Account Compensated Absences

643,544

Total 643,544

643,544

Reclassifying Journal Entries

Reclassifying Journal Entries JE# 2

PBC To correct the entry made recording the payout made for the
unemployment liability in 2018-19

2130-001-000-000 Unemployment Payable 261
4470-001-000-000 Insurance

261

Total 261

261

Proposed Journal Entries

None.
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Recreation and Park District

An independent special district
4444 East Avenue, Livermore, CA 94550-5053 General Manager
(925) 373-5700 www.larpd.org Mathew L. Fuzie

MANAGEMENT REPRESENTATION LETTER

January 23, 2020

James Marta & Company LLP
Certified Public Accountants
Sacramento, California

This representation letter is provided in connection with your audit of the financial statements of the governmental
activities, the general fund, and the aggregate remaining fund information of Livermore Area Recreation and Park
District as of June 30, 2019 and for the year then ended, and the related notes to the financial statements, for the purpose
of expressing opinions on whether the basic financial statements present fairly, in all material respects, the financial
position, results of operations, and cash flows, where applicable, of the various opinion units of Livermore Area
Recreation and Park District in accordance with accounting principles generally accepted for governments in the United
States of America (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. Items are considered
material, regardless of size, if they involve an omission or misstatement of accounting information that, in the light of
surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the information would
be changed or influenced by the omission or misstatement.

We confirm that, to the best of our knowledge and belief, having made such inquiries as we considered necessary for the
purpose of appropriately informing ourselves as of January 23, 2020:

Financial Statements

° We have fulfilled our responsibilities, as set out in the terms of the audit
engagement dated June 26, 2018, for the preparation and fair presentation of the
financial statements of the various opinion units referred to above in accordance
with U.S. GAAP.

° We acknowledge our responsibility for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to
fraud or error.

° We acknowledge our responsibility for the design, implementation, and
maintenance of internal control to prevent and detect fraud.

° We acknowledge our responsibility for compliance with the laws, regulations,
and provisions of contracts and grant agreements.

° We acknowledge that we are responsible for distributing the issued report as

well as the communication with governance letter and internal control letter to all
governing board members.

° We have reviewed, approved, and taken responsibility for the financial
statements and related notes.

Board of Directors ;
Maryalice Faltings David Furst Jan Palajac Philip Pierpont Beth Wilson
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We have a process to track the status of audit findings and recommendations.

We have identified and communicated to you all previous audits, attestation
engagements, and other studies related to the audit objectives and whether related
recommendations have been implemented.

Significant assumptions used by us in making accounting estimates, including
those measured at fair value, arc reasonable.

Related party relationships and transactions have been appropriately accounted
for and disclosed in accordance with the requirements of U.S. GAAP.

All events subsequent to the date of the financial statements and for which U.S.
GAAP requires adjustment or disclosure have been adjusted or disclosed.

The effects of uncorrected misstatements summarized in the attached schedule
and aggregated by you during the current engagement are immaterial, both
individually and in the aggregate, to the applicable opinion units and to the
financial statements as a whole.

We have reviewed and approved the various adjusting journal entries that were
proposed by you for recording in our books and records and reflected in the
financial statements.

The effects of all known actual or possible litigation and claims have been
accounted for and disclosed in accordance with U.S. GAAP.

We have reviewed and approved the adjusting and reclassifying journal entries
reflected in the audit statements and Attachment A.

All component units, as well as joint ventures with an equity interest, are
included and other joint ventures and related organizations are properly disclosed.

All funds and activities are properly classified.

All funds that meet the quantitative criteria in GASB Statement No. 34, Basic
Financial Statements—and Management's Discussion and Analysis—for State and
Local Governments, GASB Statement No. 37, Basic Financial Statements—and
Management's Discussion and Analysis—for State and Local Governments: Omnibus
as amended, and GASB Statement No. 65, Items Previously Reported as Assets and
Liabilities, for presentation as major are identified and presented as such and all
other funds that are presented as major are considered important to financial
statement users.

All components of net position, nonspendable fund balance, and restricted,
committed, assigned, and unassigned fund balance are properly classified and, if
applicable, approved.

Our policy regarding whether to first apply restricted or unrestricted resources
when an expense is incurred for purposes for which both restricted and
unrestricted net position/fund balance are available is appropriately disclosed and
net position/fund balance is properly recognized under the policy.

All revenues within the statement of activities have been properly classified as
program revenues, general revenues, contributions to term or permanent
endowments, or contributions to permanent fund principal.

All expenses have been properly classified in or allocated to functions and
programs in the statement of activities, and allocations, if any, have been made on
a reasonable basis.

All interfund and intra-entity transactions and balances have been properly
classified and reported.

Special items and extraordinary items have been properly classified and
reported.
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o Deposit and investment risks have been properly and fully disclosed.

° Capital assets, including infrastructure assets, are properly capitalized,
reported, and if applicable, depreciated.

° All required supplementary information is measured and presented within the
prescribed guidelines.

° With regard to investments and other instruments reported at fair value:

- The underlying assumptions are reasonable and they appropriately
reflect management’s intent and ability to carry out its stated courses of action.

- The measurement methods and related assumptions used in
determining fair value are appropriate in the circumstances and have been
consistently applied.

- The disclosures related to fair values are complete, adequate, and in
accordance with U.S. GAAP.

- There are no subsequent events that require adjustments to the fair
value measurements and disclosures included in the financial statements.

Information Provided

° We have provided you with:

- Access to all information, of which we are aware that is relevant to the
preparation and fair presentation of the financial statements of the various
opinion units referred to above, such as records, documentation, meeting
minutes, and other matters;

- Additional information that you have requested from us for the
purpose of the audit; and

- Unrestricted access to persons within the entity from whom you
determined it necessary to obtain audit evidence.

° All transactions have been recorded in the accounting records and are reflected
in the financial statements.

° We have disclosed to you the results of our assessment of the risk that the
financial statements may be materially misstated as a result of fraud.

° We have no knowledge of any fraud or suspected fraud that affects the entity
and involves:
= Management;

- Employees who have significant roles in internal control; or
- Others where the fraud could have a material effect on the financial
statements.
° We have no knowledge of any allegations of fraud, or suspected fraud, affecting
the entity’s financial statements communicated by employees, former employees,
vendors, regulators, or others.

° We are not aware of any pending or threatened litigation, claims, and
assessments whose effects should be considered when preparing the financial
statements.

o We have disclosed to you the identity of the entity’s related parties and all the
related party relationships and transactions of which we are aware.

° There have been no communications from regulatory agencies concerning

noncompliance with or deficiencies in accounting, internal control, or financial
reporting practices.
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Livermore Area Recreation and Park District has no plans or intentions that
may materially affect the carrying value or classification of assets and liabilities.

We have disclosed to you all guarantees, whether written or oral, under which
Livermore Area Recreation and Park District is contingently liable.

We have disclosed to you all nonexchange financial guarantees, under which we
are obligated and have declared liabilities and disclosed properly in accordance
with GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange
Financial Guarantees, for those guarantees where it is more likely than not that the
entity will make a payment on any guarantee.

For nonexchange financial guarantees where we have declared liabilities, the
amount of the liability recognized is the discounted present value of the best
estimate of the future outflows expected to be incurred as a result of the guarantee.
Where there was no best estimate but a range of estimated future outflows has
been established, we have recognized the minimum amount within the range.

We have disclosed to you all significant estimates and material concentrations
known to management that are required to be disclosed in accordance with GASB
Statement No. 62 (GASB-62), Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.
Significant estimates are estimates at the balance sheet date that could change
materially within the next year. Concentrations refer to volumes of business,
revenues, available sources of supply, or markets or geographic areas for which
events could occur that would significantly disrupt normal finances within the next
year.

We have identified and disclosed to you the laws, regulations, and provisions of
contracts and grant agreements that could have a direct and material effect on
financial statement amounts, including legal and contractual provisions for
reporting specific activities in separate funds.

There are no:

- Violations or possible violations of laws or regulations, or provisions
of contracts or grant agreements whose effects should be considered for
disclosure in the financial statements or as a basis for recording a loss
contingency, including applicable budget laws and regulations.

- Unasserted claims or assessments that our lawyer has advised are
probable of assertion and must be disclosed in accordance with GASB-62.

- Other liabilities or gain or loss contingencies that are required to be
accrued or disclosed by GASB-62

- Continuing disclosure consent decree agreements or filings with the
Securities and Exchange Commission and we have filed updates on a timely
basis in accordance with the agreements (Rule 240, 15¢2-12).

Livermore Area Recreation and Park District has satisfactory title to all owned
assets, and there are no liens or encumbrances on such assets nor has any asset
or future revenue been pledged as collateral, except as disclosed to you.

We have complied with all aspects of grant agreements and other contractual
agreements that would have a material effect on the financial statements in the
event of noncompliance.

10
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Required Supplementary Information

With respect to the required supplementary information accompanying the financial

statements:

a. We acknowledge our responsibility for the presentation of the required
supplementary information in accordance with GASB.

b. We believe the required supplementary information, including its form and
content, is measured and fairly presented in accordance with GASB.

c. The methods of measurement or presentation have not changed from those
used in the prior period.

d. We believe the significant assumptions or interpretations underlying the

measurement or presentation of the required supplementary information, and
the basis for our assumptions and interpretations, are reasonable and
appropriate in the circumstances.

Supplementary Information in Relation to the Financial Statements as a Whole

With

respect to the supplementary information accompanying the financial

statements:

a.

b.

We acknowledge our responsibility for the presentation of the supplementary
information in accordance with GASB.

We believe the supplementary information, including its form and content, is
fairly presented in accordance with GASB.

The methods of measurement or presentation have not changed from those
used in the prior period.

We believe the significant assumptions or interpretations underlying the
measurement or presentation of the supplementary information, and the basis
for our assumptions and interpretations, are reasonable and appropriate in the
circumstances.

When the supplementary information is not presented with the audited
financial statements, management will make the audited financial statements
readily available to the intended users of the supplementary information no
later than the date of issuance by the entity of the supplementary information
and the auditor’s report thereon.

We acknowledge our responsibility to include the auditor’s report on the
supplementary information in any document containing the supplementary
information and that indicates the auditor reported on such supplementary
information.

We acknowledge our responsibility to present the supplementary information
with the audited financial statements or, if the supplementary information will
not be presented with the audited financial statements, to make the audited
financial statements readily available to the intended users of the
supplementary information no later than the date of issuance by the entity of
the supplementary information and the auditor’s report thereon.

11
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Use of a Specialist

We agree with the findings of specialists in evaluating the District’s proportionate share of net pension and net
OPEB liabilities and have adequately considered the qualifications of the specialist in determining the amounts and
disclosures used in the financial statements and underlying accounting records. We did not give or cause any
instructions to be given to specialists with respect to the values or amounts derived in an attempt to bias their work,
and we are not otherwise aware of any matters that have had an impact on the independence or objectivity of the
specialists.

Pension and Postretirement Benefits

We believe that the actuarial assumptions and methods used to measure pension and other postemployment benefit
liabilities and costs for financial accounting purposes are appropriate in the circumstances.

WW?& Administrative Services Manager

12
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Attachment A

JOURNAL ENTRY REPORT

Adjusting Journal Entries

Adjusting Journal Entries JE# |
To agree beginning fund balance to PY audited ending fund balance

3300-001-000-000 General Fund Balance
4918-045-508-106 May Nissen BBQ & South Area Playgrounds
Total

Adjusting Journal Entries JFE
PBC To correct the prepaid expenses balance

4465-001-000-000  Professional Services
1163-001-000-000  Prepaid Expenses - General
Total

Adjusting Journal Entries JE# 4
DO NOT POST - To book balances of capital assets and accumulated
depreciation as part of govemnment-wide financial reporting

4010 Auditor Account Fixed Assets
4020 Auditor Account Accumulated Depr
6000 Auditor Account Govt Wide Addtnl Equity

Total

Adjusting Journal Entries JE# S
DO NOT POST - To book balances of pension-related items fromthe
GASB 68 actuarial valuation as part of government-wide financial
reporting

4030 Auditor Account Deferred Outflows - Pension
6000 Auditor Account Govt Wide Addtnl Equity
5010 Auditor Account Net Pension Liability
5030 Auditor Account Deferred Inflows - Pension
Total
Adjusting Journal Entries JE# 6

DO NOT POST - To book balances of OPEB-related items from the GASB
75 actuarial valuation as part of government-wide financial reporting

4040 Auditor Account Deferred Outflows - OPEB
6000 Auditor Account Govt Wide Addtnl Equity
5015 Auditor Account Net OPEB Liability

5040 Auditor Account Deferred Inflows - OPEB

Total

3,504

3,504

3,504 3,504
3,900

3,900

3,900 3,900
152,729,126

60,642,083

92,087,043

152,729,126 152,729,126
7,775,193
9,279,476

15,804,862

1,249,807

17,054,669 17,054,669
401,630
830,382

950,150

281,862

1,232,012 1,232,012

13
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Adjusting Journal Entries JE# 7
DO NOT POST - To book balance of compensated absences as pait of
government wide reporting.

6000 Auditor Account Govt Wide Addtnl Equity 643,544
5020 Auditor Account Compensated Absences 643,544

Total 643,544 643,544

Reclassifying Journal Entries

Reclassifying Journal Entries JE# 2
PBC To correct the entry made recording the payout made for the
unemployment liability in 2018-19

2130-001-000-000 Unemployment Payable 261
4470-001-000-000 Insurance 261
Total 261 261

Proposed Journal Entries

None.
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Upcoming Changes in Accounting Standards

The following pronouncements of the Governmental Accounting Standards Board (GASB) have been
released recently and may be applicable to the District in the near future. We encourage management to
review the following information and determine which standard(s) may be applicable to the District. For
the complete text of these and other GASB standards, visit www.gasb.org and click on the “Standards &
Guidance” tab. If you have questions regarding the applicability, timing, or implementation approach for
any of these standards, please contact your audit team.

GASB Statement No. 84, Fiduciary Activities
Effective for the fiscal year ending June 30, 2020

This Statement establishes criteria for identifying fiduciary activities of all state and local governments.
The focus of the criteria generally is on (1) whether a government is controlling the assets of the fiduciary
activity and (2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria are included
to identify fiduciary component units and postemployment benefit arrangements that are fiduciary
activities.

An activity meeting the criteria should be reported in a fiduciary fund in the basic financial statements.
Governments with activities meeting the criteria should present a statement of fiduciary net position and a
statement of changes in fiduciary net position. An exception to that requirement is provided for a
business-type activity that normally expects to hold custodial assets for three months or less.

This Statement describes four fiduciary funds that should be reported, if applicable: (1) pension (and other
employee benefit) trust funds, (2) investment trust funds, (3) private-purpose trust funds, and (4) custodial
funds. Custodial funds generally should report fiduciary activities that are not held in a trust or equivalent
arrangement that meets specific criteria. A fiduciary component unit, when reported in the fiduciary fund
financial statements of a primary government, should combine its information with its component units
that are fiduciary component units and aggregate that combined information with the primary
government’s fiduciary funds.

This Statement also provides for recognition of a liability to the beneficiaries in a fiduciary fund when an
event has occurred that compels the government to disburse fiduciary resources. Events that compel a
government to disburse fiduciary resources occur when a demand for the resources has been made or
when no further action, approval, or condition is required to be taken or met by the beneficiary to release
the assets.

15
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GASB Statement No. 87, Leases
Effective for the fiscal year ending June 30, 2021

The objective of this Statement is to better meet the information needs of financial statement users by
improving accounting and financial reporting for leases by governments. This Statement increases the
usefulness of governments’ financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a single
model for lease accounting based on the foundational principle that leases are financings of the right to
use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred
inflow of resources, thereby enhancing the relevance and consistency of information about governments’
leasing activities.

GASB Statement No. 88, Certain Disclosures Related to Debt, Including Direct Borrowings and
Direct Placements
Effective for the fiscal year ending June 30, 2020

The primary objective of this Statement is to improve the information that is disclosed in notes to
government financial statements related to debt, including direct borrowings and direct placements. It also
clarifies which liabilities governments should include when disclosing information related to debt.

This Statement defines debt for purposes of disclosure in notes to financial statements as a liability that
arises from a contractual obligation to pay cash (or other assets that may be used in lieu of cash) in one or
more payments to settle an amount that is fixed at the date the contractual obligation is established.

This Statement requires that additional essential information related to debt be disclosed in notes to
financial statements, including unused lines of credit; assets pledged as collateral for the debt; and terms
specified in debt agreements related to significant events of default with finance-related consequences,
significant termination events with finance-related consequences, and significant subjective acceleration
clauses.

For notes to financial statements related to debt, this Statement also requires that existing and additional
information be provided for direct borrowings and direct placements of debt separately from other debt.

GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of a Construction
Period
Effective for the fiscal year ending June 30, 2021

This Statement establishes accounting requirements for interest cost incurred before the end of a
construction period. Such interest cost includes all interest that previously was accounted for in
accordance with the requirements of paragraphs 5-22 of Statement No. 62, Codification of Accounting
and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements, which are superseded by this Statement. This Statement requires that interest cost
incurred before the end of a construction period be recognized as an expense in the period in which the
cost is incurred for financial statements prepared using the economic resources measurement focus. As a

16
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result, interest cost incurred before the end of a construction period will not be included in the historical
cost of a capital asset reported in a business-type activity or enterprise fund.

This Statement also reiterates that in financial statements prepared using the current financial resources
measurement focus, interest cost incurred before the end of a construction period should be recognized as
an expenditure on a basis consistent with governmental fund accounting principles.

GASB Statement No. 90, Majority Equity Interests — An Amendment of GASB Statements No. 14
and No. 61
Effective for the fiscal year ending June 30, 2020

The primary objectives of this Statement are to improve the consistency and comparability of reporting a
government’s majority equity interest in a legally separate organization and to improve the relevance of
financial statement information for certain component units. It defines a majority equity interest and
specifies that a majority equity interest in a legally separate organization should be reported as an
investment if a government’s holding of the equity interest meets the definition of an investment. A
majority equity interest that meets the definition of an investment should be measured using the equity
method, unless it is held by a special-purpose government engaged only in fiduciary activities, a fiduciary
fund, or an endowment (including permanent and term endowments) or permanent fund. Those
governments and funds should measure the majority equity interest at fair value.

For all other holdings of a majority equity interest in a legally separate organization, a government should
report the legally separate organization as a component unit, and the government or fund that holds the
equity interest should report an asset related to the majority equity interest using the equity method. This
Statement establishes that ownership of a majority equity interest in a legally separate organization results
in the government being financially accountable for the legally separate organization and, therefore, the
government should report that organization as a component unit.

This Statement also requires that a component unit in which a government has a 100 percent equity
interest account for its assets, deferred outflows of resources, liabilities, and deferred inflows of resources
at acquisition value at the date the government acquired a 100 percent equity interest in the component
unit. Transactions presented in flows statements of the component unit in that circumstance should
include only transactions that occurred subsequent to the acquisition.

17



