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Members Present:

Rob Churchman, KPMG Peat Marwick
Mary Lechner, City of Norfolk

Sammy Cohen, VA Beach City Public Schools
Tom Smith, Robinson, Farmer, Cox Assoc.

Phil Grant, Town of Vienna
Laura Triggs, City of Alexandria 

Staci Henshaw, APA
Kim Via, APA 

Bill Johnson, City of Colonial Heights
Greg Whirley, Dept. of Transportation

John Kroll, County of Rockingham
Carol White, Goodman & Co.  

Walt Kucharski, Auditor of Public Accounts
Nannette Williams, APA 

Guests/Alternate Representatives:

Carl Green, City of Alexandria

Nora Wooten, County of Chesterfield
School Board Asset/Debt Presentation

· At the last meeting, the Focus Group discussed alternatives for reporting School Board capital assets and related debt.  Members were asked to consider the alternatives for further discussion at subsequent meetings.

· Related discussions continued regarding the school board asset/debt reporting issue.  No final recommendation has been determined; therefore, the issue will continue to be evaluated. 

VDOT Update on Infrastructure  (Greg Whirley)
· VDOT had a meeting 2 weeks ago to discuss the methodology to determine the cost of infrastructure.  Following are items that VDOT is currently discussing:

· The Construction Engineer is working on a report to provide the cost of a lane mile of road.  There will be separate factors for urban and rural.  They are also calculating an index to deflate the cost back to the purchase date.

· The Right-of-Way Department is contacting counties to determine the assessed value of land that the state owns.  They are also establishing factors to determine the average shoulder width of a highway system and formulas to convert this land to measurable acres for assessing value.

· The Bridges Committee indicated they have good inventory of their bridges.  The inventory includes data on length, associated area, associated cost, or factor to determine cost.  The state and localities will need to deduct the bridge values from the highway inventory so they are not double counted.  VDOT has an inventory of some bridges that the state does not own or maintain.  VDOT has this information detailed by individual locality.  Greg will provide this data to the local governments at a later date.  

· The Construction Engineer will also provide useful life information for roads and bridges.

· There are a lot of roads in the state that VDOT controls and maintains but they are not held in VDOT's name.  VDOT plans on recording these roads unless future discussion with applicable localities indicates otherwise.

· Greg will bring someone from VDOT to the next Focus Group meeting to discuss specific special reports the local governments may need. 

· When VDOT has specific data available for localities, the APA will post the information on their internet site.

· Another resource for guidelines on infrastructure values is FEMA and U.S. Corp of Engineers.  They have publications available to determine recovery costs for disaster relief.

Update on Alexandria Implementation (Laura Triggs and Carl Green)
· Laura Triggs discussed issues and decisions they are making in Alexandria regarding GASB 34 implementation for FY2000.

· The have drafted a new depreciation policy.  Through GASB 34 implementation, they decided to change the capitalization threshold.  

· In this first year of reporting, Alexandria is only going to present the current year numbers in MD&A.  They will discuss prior year activity in lieu of actually presenting activity.

· Laura indicated she would bring the City's revenue classification information to the next Focus Group meeting.

· Carl Green discussed Alexandria's infrastructure issues.  He showed the group a city map that showed a breakdown of the streets and roads the City was going to pick-up.

· Alexandria initially determined the streets to include by eliminating the ones owned by the state, based on a list from VDOT, and eliminating private developments.  After this process, Alexandria only had approximately 20 streets to record.

· There was some discussion on whether the state will capitalize the urban streets, for example, the streets that Alexandria says the state owns.  VDOT includes these streets in their inventory; however, they will not include them in the state's capital assets based on their capitalization policy. 

· Carl discussed other infrastructure assets such as water and sewer systems.  For Alexandria, the majority of new systems are in housing and industrial developments.  The systems are paid for by the developer and then deeded back to the city as a donated asset.  The value of the system is determined by the site-bonding amount.  The sidewalks in these developments go to the homeowner's association.

· For Alexandria, the capital assets' useful lives were previously determined when the capital project budget was established and approved by city council. 

Update on Revenue Classification

· Kim discussed the revenue classification spreadsheet.  She continues to solicit feedback from Focus Group members.  The APA will put this spreadsheet on their internet site.  

Other Issues

· Phil Grant discussed the VGFOA GASB 34 Committee.  

· They hope to create work groups in regions of the state to focus on GASB 34 ideas, problems, and solutions.  

· Bruce Chase and Jack Farmer are working on establishing an internship through local colleges to provide localities assistance with GASB 34 implementation. 

· They are creating an advocacy group that will raise awareness of possible long-term policy changes.

· Walt indicated the AICPA is currently working on their audit guide on GASB 34.  The AICPA is discussing materiality issues that will effect governments' audit costs.  The APA will share information related to the guide, as it becomes available.

· Local governments need to be aware of additional disclosure requirements for compensated absences.  Currently, governments are required to disclose beginning and ending balances and net change during the year.  Under GASB 34, governments are required to disclose the beginning balance, additions, reductions, and the ending balance.  Also, governments must disclose amounts due within one year if they do not have a classified Statement of Net Assets.  There is an example of the required disclosure on page 138 (Exhibit 11) of the GASB 34 Implementation Guide.

Submitted Questions

1. How will localities be presenting their budgets?  On modified accrual (as in the past) by fund, with a conversion to GASB 34 for the government as a whole? Or are they budgeting completely under full accrual for GASB 34?

Answer:  GASB 34, paragraph 131, indicates governments may present the budgetary comparison schedule using the same format as the budget document or using the same format as the statement of revenues, expenditures, and changes in fund balances.  To limit subsequent questions and discussions, the APA recommends reporting the budget that was presented at public hearing.

2. GASB 34 paragraph 33 states that 'If there are significant unspent related debt proceeds at year end, the portion of debt attributable to the unspent proceeds should not be included in the calculation of invested in capital assets, net of related debt.  Rather, that portion of the debt should be included in the same net assets component as the unspent proceeds - for example, restricted for capital projects'.  How do you determine how much of the debt relates to capital assets vs. proceeds (restricted for capital projects)? 

Example:  County sells $10 million in bonds and receives $10 million in proceeds. During the year, we make a debt service payment of $1 million and spend $6 million of the proceeds on assets. At year-end we have $9 million outstanding debt, $6 million in assets (invested in capital assets), and $4 million in unspent proceeds (restricted for capital projects).  How is the $9 million outstanding debt distributed between 'invested in capital assets, net of related debt' vs.  'proceeds (restricted for capital projects)?

Answer:  The significant unspent debt proceeds discussed in GASB 34, paragraph 33, represent funds received from the issuance of debt that have not yet been spent on planned capital projects.  At year-end, the debt related to the unspent proceeds should be included in the same net assets component as the unspent proceeds; for example, they could be netted together in a component of net asset titled "restricted for capital projects." 

In response to the example, we will assume the $1 million debt service payment consisted of $300,000 of principal and $700,000 of interest.  The interest is an expense and does not effect the liability balance.  The debt liability at year-end is $9,700,000.  The year-end Statement of Net Assets will consist of: 

· Cash  - $4,000,000

· Capital assets - $6,000,000

(Less any accumulated depreciation)

· Bond payable - $9,700,000

· Net Assets

Invested in capital assets- $300,000

(Capital asset of $6 million less the remaining related debt)

Refer to page 221, exercise 3, exhibit 3A in the GASB 34 Implementation Guide for additional example.

Future Meeting Dates

Next Meeting will be held on November 8, 2000, 9:30 a.m. - 2:30 p.m.  The location is to be announced.
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