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Statement No. 103, 
Financial Reporting Model 
Improvements



What’s in Statement 103?

Management’s 
discussion and analysis

Proprietary funds statement 
of revenues, expenses, and 
changes in fund net position

Unusual or 
infrequent items

Major component
units

Budgetary comparisons
• Presentation
• Operating v. nonoperating
• Statistical section



Overall Aims of the MD&A 
Revisions

Increase the number of people who can read 
and understand it by:

• Reducing repetition where possible
• Focusing on explaining why changes occurred
• Eliminating boilerplate language

Clarify for governments what information 
should be included



MD&A’s Intended Reader Has 
Changed

Reader of MD&A

• May not know 
governmental 
accounting and 
financial reporting or 
the geographic area

Reader of the rest of 
the report

• Presumed to have (or 
a willingness to 
obtain) a reasonable 
understanding of 
government and 
public finance 
activities and the 
fundamentals of 
financial reporting



Target Reader

Finding the right level for the target reader

Search for “accounting-ese” in your most recent 
MD&A and either replace it or explain it plainly

Ask non-finance staff to read MD&A and highlight 
parts that are challenging to understand

Use AI (cautiously)



Target Reader (continued)

Person who 
does not 

know 
governmental 

accounting 
and financial 

reporting 

Person who is 
unintelligent 

and/or 
uninterested



Required Components of MD&A

Overview of the Financial Statements 

Financial Summary

Detailed Analyses

Significant Capital Asset Activity

Significant Long-Term Financing Activity

Currently Known Facts, Conditions, or Decisions



Required Components of MD&A

• Explains the relationships of the 
statements to each other and 
the significant differences in the 
types of information the 
financial statements provide (if 
the agency reports fund financial 
statements)

Overview 
of the 

Financial 
Statements



Illustration Based on 
Statement 103

Other Required Supplementary Information

Management’s Discussion and Analysis (required supplementary information)





Illustration from Statement 103



Financial Highlights?

Opening MD&A with a “Financial Highlights” section is 
okay but not a required component

However, we should make sure they really are 
“highlights” for the year



What Can Be Included?

“Are we allowed to include this?”

The audit standards say RSI can include only 
things that the GASB specifically requires

The standards for the required components, 
however, are written at a relatively high level

So, which information is fair game to include, 
and which is off limits?



What Can Be Included? (cont’d)

GASB standards preface the required parts of MD&A 
with “The information presented should be confined 
to the topics discussed in the five sections outlined 
below”

However, a footnote to that sentence says 
“Governments can provide additional details about 
the required topics”

Rule of thumb: If the information is clearly relevant to 
the required topics, you can include it



Required Components of MD&A 
(cont’d)

• Condensed financial statements 
derived from government-wide 
financial statements that compare 
the current year to the prior year 
for both governmental activities 
and business-type activities (if 
applicable)

Financial 
Summary 

and 
Detailed 
Analyses



Condensed Statements: 
Required Content

Source: Statement 103, paragraph 8b

From the 
government-

wide 
statement of 
net position

From the 
government-

wide resource 
flows 

statement



Condensed Statements 
Examples

Source: Statement 103



Condensed Statements 
Examples (continued)

Source: Statement 103



Condensed Fund Statements 
(not required)

Source: Statement 103



Condensed Fund Statements 
(not required)

Source: Statement 103



Detailed Analyses

Government-Wide

• Analyze the overall 
financial position and 
results of operations, 
summarizing all significant
changes to both 
governmental activities 
and business-type 
activities as reported in 
the government-wide 
financial statements 

Funds

• Analyze the balances of 
each major fund, 
summarizing all significant 
financial changes in each 
major fund and addressing 
restrictions, 
commitments, and 
assignments that 
significantly affect the 
availability of resources 
for future spending



What Is “Significant”?

Using professional judgment to determine what is 
“significant”

Percentage changes that are larger in magnitude 
than others, both positive and negative

AND, are also substantial dollar amounts

Qualitatively significant items



“Significant”

In the context of MD&A, significant refers 
to information that would be meaningful 

to the reader and influence the 
conclusions they make based on the 

financial statements

Stated differently, significant refers to 
information that, if not discussed in 

MD&A, could result in the reader making 
incorrect conclusions



Graphs and Charts

GASB encourages the “use of charts, graphs, and 
tables…to enhance the understandability of the 
information”

Professional judgment is necessary to determine 
when including visuals adds value

Is there a rule of thumb?



Graphs and Charts (continued)

We shouldn’t include graphics just for the sake of 
having them

Meaningful graphics:

• Explain, clarify, or build on the narrative
• Make salient points more succinctly and understandably 

than narrative



Graphs and Charts (continued)

This could be a valuable 
addition to the narrative

This one…not so much



Explaining WHY

“Property taxes increased and fees for service 
decreased” is not analysis

• This so-called “ladder analysis” is not useful

The analyses should focus on explaining why
significant changes occurred and indicate the 
magnitude of those changes, in addition to reporting 
the amounts or percentages of significant changes 



Explaining WHY (continued)

“Surface-level” explanations may not be sufficient for 
the reader to understand why a change occurred

A meaningful discussion may require drilling down 
multiple levels to reach the key factor that explains 
the change



Property tax revenue increased 4.5% this year

Assessed value of property rose 8.2% from last year

A multiyear examination of commercial and industrial 
valuations concluded this year and resulted in overall 
increases in assessed value for those property classes

The effect on property tax revenue of the increase in 
assessed values was partially offset when the City 
Council reduced the millage rate by 0.25 mills

Drilling Down to the Best 
Answer

Why?

Why?

Is there 
anything 
else we 
should 
know?



Expenses for regulatory activities decreased 10% this year

Turnover among buildings inspectors and permit 
processing staff was greater than expected, which 
resulted in lower-than-expected salary and benefit costs

The City Council offered an early retirement incentive as 
part of a plan to close a mid-year budget deficit

The shortage of inspectors and permit processors also 
affected fees and penalties revenue, which declined 15%

Drilling Down to the Best 
Answer

Why?

Why?

Is there 
anything 
else we 
should 
know?



If the change was discussed previously in the government-wide analysis, 
or will be discussed in the capital asset or long-term financing sections, 

consider referencing that discussion rather than repeating it

If yes to both, explain why the change occurred

Did the change happen in a major fund and is it significant?

What Should Be Discussed in the 
Fund Analysis?



“Clean Slate” Implementation

Implementation effort may be relatively greater for 
governments that were not fully compliant with the 
prior standards 

For example, prior to implementing Statement 103, 
some governments:

• Addressed only some funds, excluding funds that are major
• Addressed governmental funds but not enterprise funds
• Did not include a fund-level analysis at all



Required Components of MD&A 
(cont’d)

• Describes significant capital asset 
activity during the year, 
encompassing both tangible and 
intangible capital assets 

Significant 
Capital 
Asset 

Activity

• Describes significant long-term 
financing activity during the year, 
encompassing debt, leases, and 
SBITAs

Significant 
Long-Term 
Financing 
Activity



Significant Capital Asset Activity

Describe significant capital asset activity 
during the year, encompassing both tangible 
and intangible capital assets (e.g., right-to-use 
lease and subscription assets)—including, as 
applicable:

• Significant additions and disposals of capital assets
• Changes to commitments made to acquire capital 

assets
• Significant policy changes and economic factors 

relevant to the capital asset activity during the year



Significant Long-Term Financing 
Activity

Describe significant long-term financing activity 
during the year, encompassing debt, leases, and 
SBITAs and discussing, as applicable:

• Agreements entered into
• Changes in credit ratings
• Changes to debt limitations that may affect the 

financing of planned facilities or services
• Significant policy changes and economic factors 

relevant to the long-term financing activity that 
occurred during the year



Capital Assets and Long-Term 
Financings

Discussion of the types of capital assets and long-term 
financings a government has may be relevant, but the required 
discussion should focus on significant activity during the year
rather than amounts as of the end of the year

The liability discussion is limited to long-term financings and 
should not include other types of long-term liabilities

• However, significant changes in other long-term liabilities (e.g., pensions 
and OPEB, compensated absences) may be relevant to other parts of 
MD&A, such as the government-wide detailed analysis



Required Components of MD&A 
(cont’d)

• Discusses things that are 
expected to have a significant 
effect on financial position or 
that are expected to produce 
significant differences from 
current-period results of 
operations

Currently 
Known 
Facts, 

Conditions, 
or 

Decisions



Currently Known Facts, 
Conditions, or Decisions

Discuss currently known facts, decisions, or 
conditions that are expected to have a significant 
effect on financial position or that are expected to 
produce significant differences from current-period 
results of operations

“Currently known” refers to information management 
is aware of as of the date of the financial statements 
are issued



Currently Known FCD: Examples

Trends in relevant economic and 
demographic data

Relevant factors used to develop the next 
year’s budget, indicating how results of 
operations are expected to change next year, 
such as:
• Changes in the total amount available for appropriation
• Changes in planned spending

Expected changes in budgetary net 
position or fund balance

Actions government has taken related to 
pensions/OPEB; capital asset plans; 

liabilities for leases, PPPs, and SBITAs; 
and other long-term financings that will 

affect the subsequent period

Actions other parties have taken 
that will affect the government, 

such as new legislation or 
regulations imposed on the 

government



Which FCDs Should Be Included?

Not all of the examples in Statement 103 of currently 
known FCD may be relevant to your government

• Don’t automatically discuss economic trends and the next year’s 
budget, for example

A key yardstick for deciding what to discuss is whether a 
topic indicates next year’s financial position or results of 
operation will significantly change from this year

And, of course, it should be a FCD occurring in or 
relevant to the period after the FY covered in the 
preceding sections of MD&A



Statement 103 removes the following two 
sections from MD&A:

• Significant budgetary variances – a more detailed 
discussion should be presented in notes to the 
budgetary comparison schedules in RSI (more on 
that later)

• Modified approach – for governments that use it, 
explanatory information should accompany the RSI 
schedules

Gone, But Not Forgotten



Operating and Nonoperating 
Revenues and Expenses, 
including Subsidies Received 
and Provided



Definitions for Revenue and 
Expenses
Operating
• Revenues and expenses 

other than non-operating

Nonoperating
• Subsidies received and 

provided
• Contributions to permanent 

and term endowments
• Revenues and expenses 

related to financing
• Resources from the disposal 

of capital assets and 
inventory, and

• Investment income and 
expenses

These almost always should 
have been non-operating 

previously



Classifying Operating and 
Nonoperating

Has the GASB 
provided 
explicit 

guidance for 
the revenue or 

expense?

1

Has the GASB 
provided 
explicit 

guidance for 
the revenue or 

expense?

Is the revenue 
or expense one 

of the four 
existing types of 
nonoperating?

2

Is the revenue 
or expense one 

of the four 
existing types of 
nonoperating?

Is the revenue 
or expense 

related to the 
principal 
ongoing 

operations?

3

Is the revenue 
or expense 

related to the 
principal 
ongoing 

operations?

4

Does the 
revenue or 

expense meet 
the definition of 

a subsidy?



Is Implementation a Clean Slate?

Implementation may have unexpected results if a 
government was not correctly applying the prior 
standards 

For example, prior to implementing Statement 103, 
some governments:

• Reported operating revenues and expenses that should have 
been nonoperating, or vice versa

• Reported transfers that actually are payments for services



Take Nothing for Granted

Review all proprietary fund inflows and 
outflows because prior conclusions may have 
been incorrect

Make sure to read the GASB Q&As – there is no 
need to evaluate revenues and expenses the 
GASB has classified for us



Subsidies

Resources received from another party or fund:
• For which the proprietary fund does not provide goods and 

services to the other party or fund, and
• That directly or indirectly keep current or future fees and charges 

of the proprietary fund lower than they would be otherwise 

Resources provided to another party or fund:
• For which the other party or fund does not provide goods and 

services to the proprietary fund, and
• That are recoverable through the proprietary fund’s current or 

future pricing policies

All other transfers



A transit district receives a quarter 
percentage point of the sales tax 

collected from the counties it 
serves; it can charge a much lower 
fare than what it actually costs to 

provide a ride

A water and sewer fund annually 
transfers $5 million to the city’s 

general fund, but it’s not a 
reimbursement and it gets nothing 

in return; the water and sewer 
fund charges enough to cover its 

costs and make the annual transfer

Hospitals received federal grants 
under the Provider Relief Fund 
without providing anything in 

return, allowing the hospitals not 
to raise patient fees to replace 

their lost revenue

A municipal golf course receives 
annual funding from the city, 

allowing it to keep greens fees 
below what they otherwise would 
need to be to cover costs; the city 

gets nothing in return

Subsidy Examples



Appropriations from another government

Pell Grants

Health insurance payments

Interest revenue and lease revenue from leases

PILOTs

Timing of component unit implementation

Prior GASB Guidance



Donations to be used for student scholarships

Research grants

Taxes imposed by a business-type entity

Passenger facility charges

Classification and presentation of subsidies

New GASB Guidance



1Operating and Nonoperating Revenue Evaluation
Identifying Operating & non-operating Revenues

Yes

Report as 
instructed 

by the 
GASB

N
o

Is the revenue or inflow specifically identified 
in a question in a GASB Implementation 
Guide?

• Appropriations from another government
• Pell Grants
• Health insurance payments
• Interest revenue and lease revenue from 

leases
• PILOTs
• Research grants
• Donations to be used for student scholarships
• Taxes imposed by a business-type entity
• Passenger facility charges



N
o

Is the revenue or inflow one of 
the following?
•Contribution to permanent or 
term endowment

•Financing related
•From the disposal of capital 
assets or inventory

•Investment income

Report as 
nonoperating 

revenue

N
o

Yes

Is the revenue or inflow from a 
transaction that constitutes the 
fund’s or BTA’s principal ongoing 
operation?

Y
e
s

Report as 
operating 
revenue

N
o

2 3



N
o

Subsidy criterion 1: Are 
goods or services provided 
in return for the inflow?

Yes

Report as 
operating 
revenue

N
o

Subsidy criterion 2: Does 
the inflow directly or 
indirectly keep current or 
future fees lower than they 
otherwise would be?

No Is it a transfer in?

N
o

Report as a 
subsidy

Y
e
s

4



Identifying Operating & non-operating Revenues

Yes

Report as 
instructed 

by the 
GASB

Is the expense or outflow specifically 
identified in a question in a GASB 
Implementation Guide?

1

Operating and Nonoperating Expense Evaluation

N
o

Is the expense or outflow one of the following?
•Contribution to permanent or term endowment
•Financing related
•From the disposal of capital assets or inventory
•Investment income

N
o

Yes

Is the expense or 
outflow from a 
transaction that 
constitutes the fund’s 
or BTA’s principal 
ongoing operation?

Report as 
operating 
expense

Report as 
nonoperating 

expense

2 3



N
o

Subsidy criterion 1: Are 
goods or services received 
in return for the outflow?

Yes

Report as 
operating 
expense

N
o

Subsidy criterion 2: Is the 
outflow recoverable 
through current or future 
pricing policies?

No Is it a transfer out?

N
o

Report as a 
subsidy

Y
e
s

4



Statement of Revenues, Expenses, and 
Changes in (Fund) Net Position

Operating revenues (detailed)
Total operating revenue

Operating expenses (detailed)
Total operating expenses

Operating income (loss)

Nonoperating revenues and expenses (detailed)

Income before other revenues, expenses, 
gains, losses, and transfers

Capital contributions (grant, developer, and 
other), additions to permanent and term 
endowments, special and extraordinary items 
(detailed), and transfers

Increase (decrease) in net position

Net position—beginning of period

Net position—end of period

Statement 34 Statement 103
Operating revenues (detailed)

Total operating revenue

Operating expenses (detailed)
Total operating expenses

Operating income (loss)

Noncapital subsidies (detailed)
Total noncapital subsidies

Operating income (loss) and noncapital
subsidies

Other nonoperating revenues and expenses 
(detailed)

Total other nonoperating revenues and
expenses

Income (loss) before unusual or
infrequent items

Unusual or infrequent items (detailed)

Increase (decrease) in fund net position

Fund net position—beginning of period

Fund net position—end of period



Source: 
Statement 103

Statement of Revenues, 
Expenses, and Changes 
in Fund Net Position –
Proprietary Funds



Implications of the Changes to the 
Statement

As a result of Statement 103, all inflows and outflows 
in the SRECFNP are classified as revenues and 
expenses, respectively

Capital contributions, endowment contributions, and 
transfers are now considered nonoperating revenues 
or expenses

As a result, major fund calculations will include 
inflows and outflows that previously were excluded, 
which may affect which funds are major



Effects on Major Fund 
Determinations



Effect on Cash Flows Statements

Reclassifications of revenues and expenses 
between operating and nonoperating will 
affect the statement of cash flows as well

• Corresponding reclassifications of cash flow 
categories may be necessary

• The reconciliation of operating income (loss) to net 
operating cash flows will need to be adjusted



Other Provisions of Statement 
103



Budgetary Comparison Schedule

Budgetary comparisons should be presented as RSI for the 
general fund and for each major special revenue fund that has a 
legally adopted annual budget

Option to report as basic financial statement is eliminated

Separate columns for the variances between (a) original and 
final budget amounts and (b) final budget amounts and actual 
budget results are required

Explain significant variations between (a) original and final 
budget amounts and (b) final budget amounts and actual 
budget results in notes to RSI



Illustration from 
Statement 103

RSI Budgetary 
Comparison Schedule –
General Fund



Illustration from 
Statement 103

RSI Budgetary 
Comparison Schedule –
Special Revenue Fund



Illustration from 
Statement 103

RSI Budgetary 
Comparison Schedule –
Notes to RSI



Note to RSI

The note to RSI requires a broader discussion than the 
prior section of MD&A
• Discussion should cover significant variances in both original to final 

budget and final budget to actual

Need to apply professional judgment to determine which 
variances are significant

Remember the reconciliation to GAAP (if budgetary basis is 
not GAAP) and the other required budgetary disclosures:
• Description of budgetary basis of accounting
• Excesses of expenditures over appropriations in individual funds 

presented in the schedules



The requirement to apply professional judgment is a 
benefit, not a burden

In this context, significant variances are those that, if 
not explained in the note, could result in the reader 
making incorrect conclusions

Not all variances need to be explained

Professional Judgment



Significant Variances

Variances 
Explained

Revenue & 
Expense Items

GASB Budgetary 
Comparison Illustration

520General fund
27Special revenue fund



Major Component Units

Major component units should be reported in basic 
financial statements, either:

• Individually on the face of the financial statements, if it does 
not reduce their readability, or

• Aggregated in a single column on the face of the financial 
statements, and individually in combining financial 
statements, following the fund financial statements

The option to disclose major component units in 
condensed financial statements in the notes is 
eliminated



Individual Presentation of Major Component Units in Government-Wide 
Financial Statements



Individual Presentation in Government-Wide Financial Statements



Aggregated Presentation of Major Component Units

Illustration from 
Statement 103



Combining Statement of 
Net Position –
Major Component Units

Illustration from 
Statement 103



Effective Date & Transition

Effective for fiscal years 
ending 6-30-26 and all 

reporting periods thereafter

• Component units need to 
implement in the same year as 
the primary government

Transition provisions—
Change in Accounting 

Principle

• Applied retroactively to all 
periods presented in the 
financial statements, if 
practicable

• Disclose that the Statement was 
implemented and any financial 
statement line items that were 
affected (excluding totals and 
subtotals)

• If retroactive application is not 
practicable, disclose the reason



Unusual or Infrequent Items

Inflows and outflows from transactions and events that are 
unusual in nature, infrequent in occurrence, or both 

Should be presented last prior to the change in net position 
(or fund balance, or fund net position)

Inflows and outflows related to an unusual or infrequent 
item should be presented separately and not netted

For each item, disclose in notes the program, function, or 
identifiable activity to which the item is related, if applicable, 
and whether that item is within the control of management



Unusual or Infrequent Items

The flood cleanup expenses are shown separately from the related state grant

Note 3—Unusual or Infrequent Items
Sample City experienced a flood during March 20X5 that was a
catastrophic event outside the control of management. The City incurred
damages in the amount of $10 million attributable to the functions of
Public Works and Public Safety in the amounts of $8.35 million and
$1.65 million, respectively. Sample City also received $2.5 million in
grants from the State to assist with the cleanup effort.

Source: Statement 103



Is the Problem Solved?

The pathway to being reported separately from other 
revenues and expenses/expenditures is wider, so we 
may see more unusual or infrequent items than 
extraordinary items and special items

However, the underlying definitions of “unusual 
nature” and “infrequency of occurrence” have not 
changed, and they’re the reason this requirement is 
so difficult to apply 



Although each year we are evaluating individual 
transactions and events against the criteria, we 
should be thinking of them as part of a class of 
transactions and events

• For example, instead of asking, “Were the costs of clean up 
and rebuilding after this hurricane unusual in nature and/or 
infrequent in occurrence from the perspective of our 
government?”

• Ask, “Are the costs of clean up and rebuilding after 
hurricanes unusual in nature and/or infrequent in 
occurrence from the perspective of our government?”

How to Evaluate Unusual or 
Infrequent Items



GASB Statement No. 104,
Certain Capital Asset 
Disclosures



Detail in the Capital Asset Roll-
Forward

Post-104Pre-104Capital Asset

By major class of 
underlying asset

By major class of 
underlying asset

Intangible right-to-use lease 
assets

By major class of 
underlying PPP asset

Not specifiedIntangible right-to-use assets 
recognized by an operator in a 
public-public partnership (PPP)

In the aggregateIn the aggregateIntangible right-to-use 
subscription assets

By major class of assetNot specifiedOther intangible assets

Additionally, intangible right-to-use assets should not be disclosed in the 
same major class as owned assets of that type



Held for Sale

Capital assets should be classified as held for sale if:

• The government has decided to pursue the sale of the asset
• It is probable (i.e., likely to occur) that the sale will be finalized within one year of 

the financial statement date

Factors to consider when evaluating probable include:

• Whether the asset is available for immediate sale in its present condition
• Whether an active program to locate a buyer has been initiated, including putting 

the asset out for bid
• Market conditions for selling that type of asset
• Regulatory approvals needed to sell the asset

Classification as held for sale should be evaluated for each reporting 
period



Held for Sale (continued)

Continue to report capital assets held for sale within the 
appropriate major class, such as in the roll-forward note

Disclose additional information about capital assets held for 
sale:

• Historical cost and accumulated depreciation/amortization 
separately

• Separately for governmental and business-type activities
• By major class of asset
• Carrying amount of debt for which capital assets held for sale are 

pledged as collateral, for each major class of asset



Effective Date & Transition

Effective for fiscal years beginning after June 15, 2025, and all 
reporting periods thereafter

• FYEs 6-30-26, 9-30-26, 12-31-26
• Earlier application is encouraged

Transition provisions

• Applied retroactively to all periods presented in the financial 
statements, if practicable

• Disclose that the Statement was implemented and any financial 
statement line items that were affected (excluding totals and 
subtotals)

• If retroactive application is not practicable, disclose the reason



Illustration from Statement 103

Capital Asset Roll-Forward Note



Illustration from Statement 103

Capital Asset Roll-Forward Note

Lease assets shown by major class of 
underlying asset

A government operator with multiple 
PPPs would include something like 
this:

Public-public partnership assets:
Toll roads
Convention center

Subscription assets are 
shown on a single line



Illustration from Statement 103

Capital Asset Roll-Forward Note

Owned assets and lease/subscription 
assets of the same type are separate

Capital assets held for sale 
are not shown separately



Illustration from Statement 103

Capital Asset Held for Sale Note



Implementing Statement 104

The level of detail provisions should be relatively simple and, 
for many governments, won’t require any effort at all 
(presuming they already are correctly applying the prior 
standards)

Some effort will be required to evaluate held for sale and 
establish procedures for annually collecting and evaluating 
information from departments and agencies

• Do capital asset already reported as held for sale, if any, meet the 
definition?

• More significantly, which capital assets, if any, meet the definition 
of held for sale?



GASB Statement No. 105,
Subsequent Events



Why Did the GASB Issue This 
Statement?

The underlying standards are over 50 years old and were 
brought into GASB standards through Statement 56 in 2009, but 
without reexamination

GASB research and outreach found:

• Significant diversity in practice, including governments (1) 
recognizing or disclosing as subsequent events items that did not 
meet the definition and/or (2) failing to recognize or disclose 
events that occurred that meet the definition 

• Descriptions of recognized and nonrecognized events could be 
difficult to understand

• Governments are inconsistent in what information they disclose 
about subsequent events



Definition of Subsequent Events

Subsequent events are transactions or other events that occur 
after the date of the financial statements but before the date 
the financial statements are available to be issued 
• That is the “subsequent events time frame”

The date the financial statements are available to be issued is 
the date at which:

• The financial statements are complete in a form and format 
that complies with GAAP and

• All approvals necessary for issuance have been obtained

Subsequent events are either recognized events or 
nonrecognized events



Definition: Recognized Events

A subsequent event that provides evidence of conditions that 
existed as of the financial statement date that inform 
accounting estimates as of the financial statement date

Accounting estimates reported as of the financial statement 
date should reflect the effects of conditions that exited at that 
date, including conditions substantiated by recognized events

Identifying recognized events requires professional judgment 
and knowledge of the facts and circumstances



Examples

Example 1: The bankruptcy of a major customer of a water 
utility during the subsequent events time frame may be 
indicative of the customer’s deteriorating financial health at the 
financial statement date

• If so, the utility should incorporate the event in its measurement 
of uncollectible accounts receivable in the financial statements –
this is a recognized event

Example 2: A major customer of a water utility experiences 
severe property damage due to a storm during the subsequent 
events time frame

• If so, this is NOT a recognized event
• Should be evaluated as a potential nonrecognized event



Definition: Nonrecognized Events

A subsequent event that results in a significant effect (favorable 
or unfavorable) that is recognized or disclosed in the basic 
financial statements in the reporting period in which the event 
occurs (i.e., the following FY) and is one of the following:

• A debt-related transaction (but not leases, SBITAs, or PPPs)
• A government combination or a disposal of government operations
• A change to the legally separate entities that comprise the financial reporting 

entity
• A transaction or other event that is of such a nature that the required 

disclosures are essential to financial statement users

Nonrecognized events do not inform conditions that existed at 
the financial statement date – they should be disclosed rather 
than incorporated into amounts in the financial statements



Subsequent Event Evaluation

9-30-273-15-279-30-269-30-25

Date of the 
financial 

statements

Financial 
statements are 
available to be 

issued 

Subsequent events 
time frame

Occurs during 
the year

Recognize in 
the financial 
statements
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Identifying Operating & non-operating Revenues
Yes

Did the event occur during 
the subsequent events time 
frame?

Subsequent Event Evaluation (continued)

N
o

• If it occurred on or before 
the F/S date, recognize in 
the F/S

• If it occurred after the 
subsequent events time 
frame, recognize in next 
year’s F/S

Does it provide 
evidence of conditions 
that existed as of the 
F/S date that inform 
accounting estimates 
as of the F/S date

Yes
Recognize in the 
F/S for this FY

Is it one of the following?
• A debt-related transaction (but not leases, 

SBITAs, or PPPs)
• A government combination or a disposal of 

government operations
• A change to the legally separate entities that 

comprise the financial reporting entity
• A transaction or other event that is of such a 

nature that the required disclosures are 
essential to financial statement users

N
o

N
o

Yes
Disclose in the notes 
for this FY

Recognized SE

Nonrecognized SE

Recognize in the 
F/S for next FY



Effective Date & Transition

Effective for subsequent events associated with fiscal years 
beginning after June 15, 2026, and all reporting periods 
thereafter

• FYEs 6-30-27, 9-30-27, 12-31-27, 3-31-28
• Earlier application is encouraged

Should be applied prospectively



Disclosures

The date through which subsequent events have been 
evaluated, even if there were none

For each nonrecognized event, disclose:

• A description of the nonrecognized event and its effect
• An estimate of the amount of its effect, or the reason why an 

estimate of the amount cannot be made

Disclosures should correspond to the reporting units in the 
financial statements

Information that is the same for multiple reporting units should 
be combined in a manner that avoids unnecessary duplication



Potential Implementation Issues

The new standards are better organized and written, which should 
help to lessen false negatives (subsequent events not being 
reported) and false positives (reporting events that are not 
subsequent events)

Nevertheless, it will still be challenging to evaluate whether a 
subsequent event indicates conditions that existed as of the 
financial statement date

Some effort may be necessary for governments whose subsequent 
event disclosures did not already contain the information required 
by Statement 105
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