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Why Did GASB Issue Statement 103?

Statement 34 was issued in 1999 and became 
primarily effective between 2002 and 2004

The GASB conducted research reexamining 
Statements 34, 35, 37, 41, and 46 and 
Interpretation 6 from August 2013 to July 2015

Most parts of the standards were functioning 
properly, but participants in the research identified 
provisions that could be improved
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Management’s 
discussion and analysis

Unusual or infrequent 
items

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

• Presentation
• Operating v. nonoperating
• Statistical section

Major component units

Budgetary comparisons

What Is in Statement 103?



MANAGEMENT’S DISCUSSION & ANALYSIS
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Overall Aims of the MD&A Revisions

Increase the number of 
people who can read and 

understand it

Reduce repetition where 
possible

Focus on explaining why 
changes occurred

Clarify for governments 
what should be included
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Overall Requirements for MD&A

MD&A is required to be presented as RSI, preceding 
the basic financial statements—it is not optional

Target reader may not know governmental accounting 
and financial reporting or the geographic area
• Target reader for the rest of the report is presumed to have (or a 

willingness to obtain) a reasonable understanding of government 
and public finance activities and the fundamentals of financial 
reporting

Avoid unnecessary duplication by referring to 
discussions elsewhere rather than repeating them 
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Overall Requirements for MD&A (cont’d)

Analysis should be fact based and discuss both 
significant positive or negative impacts on balances 
and results in comparison with the prior year

Analysis should assist readers in understanding why 
balances and results changed, rather than simply 
presenting the amounts or percentages of change
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Required Sections of MD&A

• Overview of the Financial Statements 
– 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)

• Financial Summary and Detailed Analyses
– 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)
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Condensed Statements Examples

Source: Statement 103
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Condensed Statements Examples (continued)

Source: Statement 103
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Condensed Statements: Required Content

Source: Statement 103, paragraph 8b
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Detailed Analysis: Government-Wide

Analyze the agency’s overall financial position and 
results of operations, summarizing all significant 
changes to both governmental activities and 
business-type activities (if applicable) as reported in 
the government-wide financial statements 

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 
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“Significant”

Stated differently, significant refers to information 
that, if not discussed in MD&A, could result in the 

reader making incorrect conclusions

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
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What Changes Should Be Discussed?

Detailed Analysis: Government-Wide
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Detailed Analysis: 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 fund resources for future 

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 
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What Should Be Discussed and Explained?

Detailed Analysis: Funds
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Required Sections of MD&A (continued)

• Significant Capital Asset Activity
• Significant Long-Term Financing Activity
• Currently Known Facts, Conditions, or 

Decisions
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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
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What Should Be Discussed and Explained?

Significant Capital Asset Activity
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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
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What Should Be Discussed and Explained?

Significant Long-Term Financing Activity
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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
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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:
• 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



UNUSUAL OR INFREQUENT ITEMS
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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 each 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
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The Underlying Definitions

Unusual or infrequent items are events and transactions that are 
distinguished by their unusual nature, the infrequency of their 
occurrence, or both. The following criteria identify when an event or 
transaction is either unusual in nature or infrequent in occurrence:
a. Unusual nature—the underlying event or transaction should 

possess a high degree of abnormality and be of a type clearly 
unrelated to, or only incidentally related to, the ordinary and typical 
activities of the government, taking into account the environment 
in which the government operates. (See paragraph .150.)

b. Infrequency of occurrence—the underlying event or transaction 
should be of a type that would not reasonably be expected to recur 
in the foreseeable future, taking into account the environment in 
which the government operates. (See paragraph .151.) [GASBS 62, 
¶46, as amended by GASBS 103, ¶9]

Source: Codification Section 1800, paragraph 150
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The Underlying Definitions (continued)
Unusual Nature. The specific characteristics of the government, 
such as type and scope of operations and operating policies, 
should be considered in determining ordinary and typical 
activities of the government. The environment in which a 
government operates is a primary consideration in determining 
whether an underlying event or transaction is abnormal and 
significantly different from the ordinary and typical activities of 
the government. The environment of a government includes 
such factors as the characteristics of its business-type activities, 
the geographical location of its operations, and the nature and 
extent of governmental regulation. Thus, an event or transaction 
may be unusual in nature for one government but not for 
another because of differences in their respective environments. 
Unusual nature is not established by the fact that an event or 
transaction is beyond the control of management. [GASBS 62, 
¶47]

Source: Codification Section 1800, paragraph 150
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The Underlying Definitions (continued)
Infrequency of Occurrence. For purposes of applying paragraphs 
.148–.152, an event or transaction of a type not reasonably 
expected to recur in the foreseeable future is considered to 
occur infrequently. Determining the probability of recurrence of 
a particular event or transaction in the foreseeable future should 
take into account the environment in which a government 
operates. Accordingly, a specific transaction of one government 
might meet that criterion, and a similar transaction of another 
government might not because of different probabilities of 
recurrence. The past occurrence of an event or transaction for a 
particular government provides evidence to assess the 
probability of recurrence of that type of event or transaction in 
the foreseeable future. [GASBS 62, ¶48]

Source: Codification Section 1800, paragraph 151
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Evaluating Unusual or Infrequent Items



CARR, RIGGS & INGRAM® CRIADV.COM    31 

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



OPERATING & NONOPERATING
REVENUES AND EXPENSES,

INCLUDING SUBSIDIES
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Definitions for Revenue and Expenses

Operating
• Revenues and expenses 

other than nonoperating

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
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Exception for Principal Ongoing Operations

Revenues or expenses that otherwise would 
be classified as nonoperating should be 
classified as operating revenues or expenses if 
the transactions constitute the entity or 
proprietary fund’s principal ongoing operations

• For example, interest revenues should be reported as 
operating revenues by a proprietary fund or entity established 
to provide loans to first-time homeowners

• However, borrowing-related costs should be reported as 
nonoperating expenses
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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
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Evaluating Revenues and Other Inflows
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Evaluating Expenses and Other Outflows
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Appropriation Aid

A BTA that is a component unit of a state or 
local government receives annual operating 
subsidies from their primary government. How 
should those payments be classified?

Appropriations meet the definition of a subsidy
• Appropriations not required to be used for capital asset-

related purposes should be reported as noncapital 
subsidies

• Appropriations required to be used for capital asset-
related purposes should be reported as other 
nonoperating revenues and expenses

Section 2200, ¶753-1 (formerly 752-2)
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Pell Grants

Can public colleges and universities report 
Pell Grants as fiduciary transactions?

No—public institutions should record Pell Grant 
receipts as revenues in their financial statements, and 
any amounts applied to student receivable accounts 
should be recorded as scholarship discounts or 
allowances
• Furthermore, recipient governments that report their activities in a 

proprietary fund should report Pell Grants as operating revenues

Section Co5, ¶702-1
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Insurer Payments

A patient in a public hospital has third-party 
insurance. The insurer pays the hospital for 
the services provided to the patient. Since 
the insurer does not receive goods or 
services from the hospital, are those 
payments subsidies? 

No. The insurance payments do not meet 
the second criterion for a subsidy—that 
they reduce what the hospital otherwise 
would charge for the services. 

Implementation Guide 2025-1, Q4.7
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Operating Revenue Exception

Statement 103 provides an exception for revenues and 
expenses that otherwise would be classified as 
nonoperating. If related to its principal ongoing 
operations, they should be reported as operating. An 
example is a fund that provides loans to first-time 
homeowners reporting its interest revenue as operating. 
Should it also report interest expenses as operating? 

No. Interest expenses related to financing are always 
reported as nonoperating expenses. The interest 
revenues are related to the operations of the program, 
whereas the interest expenses are related how the fund 
obtained resources (financing) to operate its lending 
program. 

Implementation Guide 2025-1, Q4.2
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Interest Revenue from Leases

If the principal ongoing operation is 
leasing property to other entities, should 
interest revenue related to leases be 
reported as operating revenue? 

No. Interest revenue is a revenue related to 
financing, which is a nonoperating revenue unless 
financing transactions constitute the principal 
ongoing operations. If the principal ongoing 
operation is leasing property to other entities, the 
principal ongoing operation is conveying control of 
the right to use an underlying asset. 

Implementation Guide 2025-1, Q4.3
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Lease Revenue

A government lessor recognizes a 
deferred inflow of resources and 
amortizes it over the term of the 
lease as revenue. Is it operating 
revenue? 

Yes, because it is not one of the five 
categories for nonoperating 
revenue. 

Implementation Guide 2025-1, Q4.4
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Tentative Q&As for 2026

Donations to colleges/universities to be used for 
scholarships

Taxes imposed by a BTA 

Research grants to colleges/universities 

Passenger facility charges



STATEMENT OF REVENUES, EXPENSES, AND 
CHANGES IN (FUND) NET POSITION
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Statement of Revenues, Expenses, and Changes 
in 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
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Interaction with Major Fund Determinations
Inflows and outflows that previously were excluded from 
the major fund calculations – particularly transfers – are 
now considered nonoperating revenue and expenses



BUDGETARY COMPARISON INFORMATION
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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
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OSA Rules and the Budgetary Comparison

The Acting State Controller has obtained an exemption for all state 
agencies and their component units that are part of the statewide ACFR, 
allowing them to present their budgetary comparisons as RSI as required 
by Statement 103

This will require the external auditors to provide an opinion on the 
budgetary comparisons presented as RSI – they will need to be clearly 
identified as RSI in the report and the Engagement Letter

Any auditors who have a question or concern about this should contact 
the Acting State Controller directly



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
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What Should Be Explained?

Significant Budgetary Variances



MAJOR COMPONENT UNIT INFORMATION
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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
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Individual Presentation of Major Component Units in Government-Wide 
Financial Statements
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Individual Presentation in Government-Wide Financial Statements
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Aggregated Presentation of Major Component Units

Illustration from 
Statement 103



Combining Statement of 
Net Position – 
Major Component Units

Illustration from 
Statement 103



EFFECTIVE DATE AND TRANSITION 
PROVISIONS
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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



STATEMENT NO. 104,
CERTAIN CAPITAL ASSET 

DISCLOSURES

(TO BE IMPLEMENTED FOR THE FISCAL YEAR
ENDING JUNE 30, 2026)
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Why Did the GASB Issue This Statement?

GASB standards are inconsistent with respect to distinguishing 
financial assets from nonfinancial assets 

Statements 87, 94 & 96 require governments to recognize 
intangible right-to-use assets, which are distinct from the 
underlying assets, and to disclose them separately from other 
capital assets

Statement 34 identifies intangibles as a type of capital asset

GASB research found that nonfinancial assets other than tangible 
capital assets are pervasive among governments and that not all 
types are equally important to financial statement users



LEVEL OF DETAIL IN THE CAPITAL ASSET ROLL 
FORWARD NOTE
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Detail in the Capital Asset Roll-Forward
Capital Asset Pre-104 Post-104
Intangible right-to-use lease 
assets

By major class of 
underlying asset

By major class of 
underlying asset

Intangible right-to-use assets 
recognized by an operator in a 
public-public partnership (PPP)

Not specified By major class of 
underlying PPP asset

Intangible right-to-use 
subscription assets

In the aggregate In the aggregate

Other intangible assets Not specified By major class of asset

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



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

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



CAPITAL ASSETS HELD FOR SALE
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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
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Evaluating “Held for Sale”
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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



Illustration from Statement 104

Capital Asset Held for Sale Note



EFFECTIVE DATE AND TRANSITION 
PROVISIONS
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Effective Date & Transition

Effective for fiscal years ending 6-30-26, and all reporting 
periods thereafter

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



QUESTIONS
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