General

Reporting Model

1. The University prepared its statements using the Business Type Activities (BTA) model.  The term “net assets” replaces fund balances for external reporting purposes.  No individual funds statements are required and budget versus actual reporting is not required for the BTA model.  (NACUBO GASB 35 Implementation Guide Q1 and Q13-15).  GASB 35 paragraph 3 superceded GASB 15, which allowed the use of the AICPA College Guide model or the governmental model as defined in NCGA Statement 1.  (NACUBO GASB 35 Implementation Guide Q16).
2. The University’s external financial report includes Management’s Discussion and Analysis (MD&A); Statement Of Net Assets; Statement of Revenues, Expenses and Changes in Net Assets; Statement of Cash Flows; Notes to the Financial Statements; and Required Supplementary Information other than MD&A, if applicable.  (NACUBO GASB 35 Implementation Guide Q11)
3. The University eliminated due to/due from and transfers from individual funds within BTA activities on the Statement of Net Assets and Statement of Revenues, Expenses and Changes in Net Assets. (GASB 34 Implementation Guide Q154).
4. The University, using the BTA model, may elect to apply all FASB Statements and Interpretations issued both before and after November 30, 1989 except for those that conflict with or contradict GASB pronouncements.  (GASB 34 Implementation Guide Q20 and GASB 35 Appendix B paragraph 28).
Management Discussion and Analysis (GASB 34, ¶8-11)
The Management Discussion and Analysis (MD&A) provides an objective and easily readable analysis of the University’s financial activities based on currently known facts, decisions, or conditions.  It discusses current-year results in comparison with the prior-year with emphasis on the current year.  The MD&A also discusses positive and negative trends.  The University may use charts, graphs and tables to enhance understandability of the information (GASB 34 paragraph 9).  The MD&A should avoid "boilerplate" discussions.  The MD&A should focus on the University - not component units, although discussion of component units may be necessary if they are material. (GASB 34 paragraph 10).

5. The University prepared a MD&A. (GASB 34 Paragraph 68).  The MD&A was included as Required Supplementary Information (RSI) and preceded the basic financial statements. (GASB 34: Paragraph 8).
As RSI, the MD&A information is subject to auditor review to ensure that the information included is consistent with the information in the financial statements.  The auditor’s requirements are found in SAS 52 Codification paragraph 558.07.  The auditor must report situations where MD&A does not meet certain conditions specified in SAS 52.  (NACUBO GASB 35 Implementation Guide Q 66).
Because MD&A is RSI, the information presented should be limited to the areas required in a through h of paragraph 11 of GASB 34 as discussed below.  Each specific requirement in paragraph 11 should be addressed at a minimum as described in the respective paragraphs a though h.

6. The MD&A describes the basic University financial statements and the kinds of information provided by each. (GASB 34: paragraph 11a)
7. The MD&A provides condensed financial data extracted from the University’s financial statements. (GASB 34: paragraph 11b)  The condensed information should be presented in the form of condensed financial statements.  Charts and graphs can be used to supplement or elaborate on the condensed information but cannot be used in place of the condensed information.  (GASB 34 Implementation Guide Q12)
The MD&A presents condensed financial data for both the current fiscal period and the preceding fiscal period.  In the first year of implementation, restatement of prior periods for purposes of providing the comparative data for MD&A as required by GASB 34 paragraph 11 is not required but presentation of a comparative analysis of key elements is encouraged. (GASB 34, ¶145).  If the University presents comparative basic financial statements the MD&A is required to address both years but completely separate MD&A’s are not required.  (GASB 34 Implementation Guide Q8).
8. The MD&A provides an overall analysis of the University’s financial position and results of operations and specifically addresses whether the University’s overall financial position has improved or deteriorated. (GASB 34: paragraph 11c)
9. The MD&A provides an analysis of significant balances and transactions.  The MD&A addresses whether restrictions, commitments, or other limitations significantly affect the availability of fund resources for future use (GASB 34: paragraph 11d)
10. Budgetary analysis is not required in the MD&A for Universities following the BTA model. (GASB 34 paragraph 138a and NACUBO GASB 35 Implementation Guide Q69).  So the requirement in GASB 34 paragraph 11e does not apply that requires the MD&A to provide an analysis of significant budgetary variations (both original budget versus final amended budget and final amended budget versus actual) for the general fund.
11. The MD&A describes significant capital asset and long-term debt activity during the year.  The discussion of capital asset and long-term debt activity should refer readers interested in more detailed information to the notes to the financial statements. (GASB 34: paragraph 11f)
12. If the University uses the modified approach to account for one or more networks or subsystems of infrastructure assets, the MD&A should state that fact.  The discussion of the use of the modified approach should include a comparison of current condition levels with target condition levels established by the University (GASB 34: Paragraph 11g)
13. The University should disclose any other “currently known facts, conditions, or decisions” that are expected to have a significant effect on financial position (net assets) or results of operations (revenues, expenses, and other changes in net assets) (GASB 34: Paragraph 11h).  As explained in footnote 6 to paragraph 8, “currently known” means to have been aware of at the date of the auditor’s report.  The discussion should be based on events or decisions that have already occurred, or have been enacted, adopted, agreed upon or contracted.  The University should not discuss what might happen. (GASB 34 Implementation Guide Q13).  The University may discuss designations of net assets that relate to currently known facts, decisions and events. (NACUBO GASB 35 Implementation Guide Q71).
14. The information in the MD&A is consistent with the information in the financial statements.  (NACUBO GASB 35 Implementation Guide Q66).  The amounts reported in the MD&A should agree with related amounts in the University’s financial statements.  (GFOA Checklist New Reporting Model).
15. The University has refrained from addressing in the MD&A topics not specifically prescribed by paragraphs a through h.  Information that does not address the required elements discussed in paragraphs a though h should not be included in the MD&A but may be reported as supplementary information. (GASB 34 Implementation Guide Q10)
16. The University did not substitute the President’s letter for the MD&A.  The President’s letter will not satisfy MD&A requirements.  Also, information included in the President’s letter cannot be incorporated by reference in the MD&A. (NACUBO GASB 35 Implementation Guide Q72).
Footnotes

1. The University restated beginning net assets at July 1, 2001 for changes resulting from the implementation of GASB 35 and prepared a footnote to disclose the restatement of beginning net assets as a result of the implementation of GASB 35. If the University presents comparative financial statements, the period affected should be restated: (NACUBO GASB 35 Implementation Guide Q9).  Listed below are examples of common components of the restatement:
· Accrual of summer tuition revenue, net of associated teaching expenses

· Accrual of interest earned on student loans

· Capitalization of infrastructure

· Capitalization of historical treasures

· Recognition of contract advances as deferred revenue

· Recognition of accumulated depreciation

2. The University’s debt footnote presents debt service payments separately for each of the next five years and in five-year increments for subsequent years. (GASB 38 paragraph 10a)  The principal and interest components of debt service should be presented separately.

3. The University’s footnotes disclose changes (additions and deletions) in capital asset balances (including accumulated depreciation) during the period. (GASB 34: paragraph 117 b-c)
4. The University’s footnotes disclose changes (additions and deletions) in long-term liability balances during the period. (GASB 34 paragraph 199)  The University should report these changes gross rather than net. (GASB 34: paragraph 119b)
Segment Reporting (GASB 34 paragraph 122)
5. The University reported segment information if required.  Our experience is that generally bond resolutions at Virginia state supported colleges and universities do not require separate identification of gains and losses and therefore would not generally meet the requirements for segment reporting.  The University should review its bond resolutions to determine if segment reporting is required.  A segment must have a specified identifiable revenue stream pledged in support of the revenue bonds or other revenue-backed debt and has related expenses, gains and losses, assets, and liabilities that can be identified. In other words, a segment has pledged a net stream of revenue to retire an outstanding debt and has identifiable revenues, expenses, gains and losses, assets and liabilities. If all of these components are present, a segment exists. Should any of one of these components not exist, a segment reporting is not required.  (NACUBO GASB 35 Implementation Guide Q107)  For additional guidance on segments refer to Questions 108-116.
Statement of Net Assets (GASB 34, ¶97-98)
Net Asset Format

1. The University used a net asset or balanced format (that is: assets equals liabilities plus net assets, OR assets minus liabilities equals net assets).  The University reported the difference between assets and liabilities as net assets.  (NACUBO GASB 35 Implementation Guide Q13).  Terms such as equity, net worth, or fund balance should not be used.  Net Assets should be displayed in three components—invested in capital assets, net of related debt; restricted; and unrestricted.  (GASB 34 Implementation Guide Q85-86).  If the University has capital assets but no related debt, the component should only be invested in capital assets. (GASB 34 Implementation Guide Q93).
Classified Format-Current and Noncurrent Assets and Liabilities (ARB 43)

2. The University properly classified its assets and liabilities as current and noncurrent.  In general, current liabilities are those that will be paid within one year of the date of the statement.  Current assets are those that are available to satisfy current liabilities.  They include assets that will be converted to cash within one year of the date of the statement.  Typically other assets and liabilities expected to become due beyond one year are considered noncurrent.  The University may have long-term debt that matures over many years.  If the University does not have a sinking fund for the debt, the principal portion due within one year of the date of the statement should be classified as a current liability.  (NACUBO GASB 35 Implementation Guide Q19).
3. The University properly classified its Plant Funds cash, investments and appropriations receivable.  ARB 43 Chapter 3, Working Capital, clearly states that cash that is held for the acquisition or construction of capital assets is a noncurrent asset.  Therefore, the advance receipt of grant funds for capital purposes would create a noncurrent asset (assuming it's material). If the appropriation is restricted to use for capital purposes, both the receivable and the cash, when received, have to be treated as noncurrent assets.  

The determination of current and noncurrent is not tied to the budget.  The key is whether the resources are available for current operations, not whether they are planned for use in the next operating cycle.  And, for most institutions, excluding funds held for capital purposes, the cash and short-term investments on hand at the end of the fiscal year should be less than the total operating expenses that will be incurred in the next year.  If the amount on hand exceeds what is needed for use in current operations, it probably should be invested on a longer term basis and classified as noncurrent. (ARB 43)
4. The University properly classified endowment fund cash and investments.  If the endowment funds are not available for current operations, they are not a current asset. (ARB 43).
5. The University properly classified quasi endowment cash and investments. The board's action designating the funds as quasi classifies the funds as noncurrent.  Technically, the Board can undesignate the quasi endowment and use the funds for current operations.  But the board would have to take action for that to happen.  As such, it's not really available for day-to-day activities and, therefore, should be classified as noncurrent. (ARB 43). 

6. The University properly classified cash and cash equivalents and short-term investments as current and noncurrent.  On the statement of net assets, cash and cash equivalents that can be used to pay current liabilities (in keeping with restrictions) are classified as current assets; cash and cash equivalents that cannot be used to pay current liabilities (in keeping with restrictions) are classified as non-current assets.  (NACUBO GASB 35 Implementation Guide Q20).
7. If the University uses a sinking fund, then the assets and principal portion due within one year are not current assets per APB 43.  APB 43, Chapter 3 defines current liabilities as those obligations whose liquidation is reasonably expected to require the use of existing resources properly classified as current assets or the creation of other current liabilities. This definition excludes from the current liability classification any currently maturing obligations that will be satisfied using long-term assets and currently maturing obligations expecting to be refinanced.  Either unrestricted or restricted net assets may be used to fund a sinking fund.  (NACUBO GASB 35 Implementation Guide Q21)
8. The University properly classified its compensated absences as current and noncurrent based on the amount expected to be paid within one year as a current liability and the remainder as noncurrent.  (GASB 34 Implementation Guide Q83 and NACUBO GASB 35 Implementation Guide Q24).  See GASB 16 and the DOA Financial Statement Directive for guidance.

9. The University properly classified its unspent bond proceeds as noncurrent.  Per Larry Goldstein at NACUBO, since the issuance of the NACUBO GASB 35 Implementation Guide, further interpretations have been made and GASB now has a different view on this issue.  In the response to question 10 of the second GASB Implementation Guide, GASB states that "...current assets should EXCLUDE assets that will not be used for current operations, are restricted for acquisition or construction of noncurrent assets, or are restricted for liquidation of long-term debt. (NACUBO GASB 35 Implementation Guide Q22).  
Restricted and Unrestricted Assets

10. The University separately reported its restricted and unrestricted assets.  GASB 34 paragraph 34 states that net assets should be reported as restricted when constraints placed on net asset use are either a) externally imposed by creditors (such as through debt covenants), grantors, contributors or laws and regulations of other governments or b) imposed by law through constitutional provisions or enabling legislation.  The University reported private grants as restricted assets only if truly external restrictions exist. (GASB 34 Implementation Guide Q95 and NACUBO GASB 35 Implementation Guide Q26)
11. The University separately reported “Invested in capital assets, net of related debt.”  All capital assets including those that are subject to restrictions should be included in the invested in capital assets, net of related debt component of net assets.  (GASB 34 Implementation Guide Q85 and Q88 and NACUBO GASB 35 Implementation Guide Q27).
12. The University did not include unspent proceeds from debt, if significant, in its calculation of invested in capital assets, net of related debt.  GASB 34 paragraph 33 states that invested in capital assets net of related debt consists of capital assets, including restricted capital assets, net of accumulated depreciation and reduced by outstanding balances of any bonds, mortgages, notes or other borrowings that are attributable to the acquisition, construction or improvement of those assets.  (GASB 34 Implementation Guide Q89-90. and NACUBO GASB 35 Implementation Guide Q27).
13. The University did not report internal designations of unrestricted net assets, such as “designated for encumbrances”.  Internal designations may not be displayed on the face of the statement of net assets but may be disclosed in the notes to the financial statements. (GASB 34, ¶37) (NACUBO GASB 35 Implementation Guide Q23 and Q25).
Expendable and Nonexpendable Net Assets

14. The University reported its permanent endowments as “nonexpendable net assets.”  The objective of the requirement in GASB 34 paragraph 35 is to identify net assets that cannot be spent.  As a result, term endowments do not have to be displayed as to expendable and nonexpendable since at some time in the future when the term expires, they will become expendable.  (GASB 34 Implementation Guide Q98 and NACUBO GASB 35 Implementation Guide Q29).

Permanent endowments have the characteristics of voluntary nonexchange transactions.  The stipulation that the principal be maintained in perpetuity is a time requirement.  The investment income and in some circumstances the unrealized appreciation are expendable.

15. The University properly classified permanent endowments with unrealized gains.  The proper classification depends on the restrictions established by the donor and the applicable state law.  If the donor requires only the original gift, exclusive of unrealized gains, to be kept in perpetuity, then the original gift will be reported an nonexpendable and the unrealized gains will be reported as expendable depending on the facts and circumstances surrounding the donor’s gift as well as applicable state law.  (NACUBO GASB 35 Implementation Guide Q30).
16. The University reported Quasi-endowment funds created with restricted resources as expendable restricted net assets and those created with unrestricted resources as unrestricted net assets.  Board designated Quasi-endowments are not externally restricted but may be disclosed in a footnote. (NACUBO GASB 35 Implementation Guide Q17 and NACUBO Tutorial GASB 35 Questions Q2)
Capital Assets (GASB 34, ¶148-166)
17. The University reported its capital assets at net book value.  Accumulated depreciation can be netted against capital assets or reported separately.  Regardless of the presentation in the Statement of Net Assets, the footnotes should disclose accumulated depreciation separately in addition to changes in accumulated depreciation.  (GASB 34 Implementation Guide Q 33).
18. The University computed accumulated depreciation from the date the asset was placed in service.  Accumulated depreciation as of the July 1, 2001 should be recorded as a prior period restatement.  (NACUBO GASB 35 Implementation Guide Q97)
19. The University recorded and depreciated library books according to APA guidelines or another generally accepted methodology.  Insert, link or attach information per email from Bill Cole.  (GASB 34 Implementation Guide Q26 and NACUBO GASB 35 Implementation Guide Q102).
20. The University properly capitalized and reported works of art and historical treasures.  If works of art and historic treasurers are not capitalized, the University should have a policy that the proceeds from the sale of collection items go back into the collection.  If included on the Statement of Net Assets, information about such assets should be disclosed in a footnote.  Depreciation for capitalized work of arts and historical treasures that are inexhaustible is not required (GASB 34 paragraph 29).  If donated and capitalized, the University should recognize nonoperating revenue equal to the fair market value at the date of acquisition.  If donated and not capitalized, the University should recognize both a nonoperating revenue and program expense equal to the FMV at the date of acquisition.  (NACUBO GASB 35 Implementation Guide Q 101)
21. The University reported Construction in Progress as a non-depreciable asset and reported it separately along with land and site improvements.  (GASB 34 Implementation Guide Q 32).

22. The University reported livestock as a non-depreciable asset, if applicable.

23. The University separately reported depreciable and nondepreciable assets.  (GASB 34 Implementation Guide Q 34 and (NACUBO GASB 35 Implementation Guide Q 99)
24. The University properly capitalized interest during the period of construction.  (GASB 34 paragraph 18 and GASB 34 Implementation Guide Q 30-31).  FASB 34 and FASB 62 provide guidance.  When construction-period interest has been capitalized, the total amount of interest expense for the period and the amount thereof capitalized should be disclosed in a footnote.  GASB 37 removes the requirement that governmental activities must capitalize interest but leaves in place the ability for Colleges to continue to apply FASB 34 and capitalize interest.

Infrastructure (GASB 34, ¶148-166)
25. The University properly capitalized and reported its Infrastructure assets.  Infrastructure assets are long-lived capital assets that normally can be preserved for a significantly greater number of years than most capital assets and that normally are stationary in nature. Examples of infrastructure assets include roads, bridges, tunnels, drainage systems, water and sewer systems, dams, and lighting systems. Buildings, except those that are an ancillary part of a network of infrastructure assets, should not be considered infrastructure assets. (GASB Statement 34, paragraph 19) 

26. The University capitalized all infrastructure additions and improvements.  Additions or improvements increase the capacity or efficiency of infrastructure assets rather than preserve the useful life of the assets.  (NACUBO GASB 35 Implementation Guide Q105)
27. The University capitalized infrastructure assets acquired before 1980.  This is required for the BTA model and provides a more complete picture of the University’s investment in infrastructure.  (NACUBO GASB 35 Implementation Guide Q96).
28. The University has an independent consultant or appraisal report or other adequate support for identifying and determining the value of infrastructure at July 1, 2001.

Defeased Debt (GASB 23)
29. If the University defeased debt during the audit period, GASB 23 Accounting and Financial Reporting for Refundings of Debt Reported by Proprietary Activities may apply.  GASB 34 Paragraph 146 allows institutions to apply GASB 23 prospectively for new debt defeased.  (GASB 34 Implementation Guide Q267).
Perkins Federal Capital Contribution (Email from Joe Stepp)
30. Upon adoption of GASB Statement No. 34, the Federal capital contributions should be recorded as liabilities, as the institution would be required to refund the amounts contributed by the Federal government upon cessation of the Program.  The allowance for loan losses attributable to Perkins Loans may be less, since the institution will not incur any losses on the Federal portion of those loans.
Statement of Revenue and Expenses (GASB 34, ¶100-101)
Exchange and Nonexchange Transactions (GASB 33)
1. The University properly classified its grants and contracts as exchange and nonexchange.  Larry Goldstein of NACUBO responded to this issue on the GASB 35 list serve.  One option is for an institution to choose a general rule, which considers all sponsored agreements (grants and contracts) as exchange transactions (operating) and all gifts as non-exchange transactions (non-operating).  Those who do not accept the general rule believe it is necessary to review each sponsored agreement grant (or at least each type of grant) to determine whether its operating or nonoperating.  The APA will accept Institutions using the general rule as stated above; however, the institution still needs to be aware of any material exceptions to general rule and should report a material grant as non-exchange if it identifies it as such. (NACUBO GASB 35 Implementation Guide Q38, Q41 and Q76). 

2. The University properly classified indirect cost recoveries.  Indirect cost recoveries are just a form of grant or contract revenues and should be included as part of operating or nonoperating grant or contract revenues based on the terms of the agreement as either exchange or nonexchange. (NACUBO GASB 35 Implementation Guide Q38, Q41 and Q76).
3. The University properly classified federal appropriations.  If the University has Federal appropriations (this may apply only to the State’s two land grant Universities), it reviewed the appropriations to determine whether they represent exchange or nonexchange transactions.  Generally if federal appropriations are exchange transactions and are not appropriated for capital purposes, they should be classified as operating revenues.  If they are nonexchange transactions, such appropriations are generally reported as nonoperating revenues.  (NACUBO GASB 35 Implementation Guide Q75).  See NACUBO Advisory Reports 2000-06 and 2000-07 for guidance.

Revenue/Deferred Revenue

4. The University properly reported the revenue/deferred revenue for summer sessions pro-rated by the number of days before June 30 and number of days after June 30 for each session.  The University should strive to match revenue and expenses for the sessions. (NACUBO GASB 35 Implementation Guide Q39).
5. The University properly classified deferred revenue for advance funded grants and contracts.  The University should analyzed its exchange grants and contracts billings and classify unexpended cash advances related to a grant or contract as deferred revenue.  For nonexchange grants, nonoperating revenue must be recognized when all applicable eligibility requirements are met. (NACUBO GASB 35 Implementation Guide Q28).
6. If the University accrues an accounts payable for an advance funded grant or contract that has deferred revenue at year-end, the payable should decrease deferred revenue rather than increase expenses.

7. The University reported unrealized gains and losses as part of investment income. (GASB 31 paragraph 13 and NACUBO GASB 35 Implementation Guide Q34).
Operating and Nonoperating Revenues

8. The University properly classified revenues between operating and nonoperating.  The University reported state appropriations as nonoperating revenue (GASB 354 paragraph 102).  The character of the revenue source does not affect the classification of the expenses. (NACUBO GASB 35 Implementation Guide Q32-33 and Q37).
9. The University reported gifts and other nonexchange transaction as nonoperating revenues.

10. The University reported interest collected on student loans as operating revenues.  (NACBO GASB 35 Implementation Guide Q54).
11. The University reported its investment income as nonoperating.  The concept of what is operating is not always based on exchange.  It is based on program activity.  When a University elects BTA reporting, a consideration for defining operating revenues is how individual transactions will be categorized for preparing the cash flows statement.  Generally cash flows from investment activities will not be treated as operating revenues under GASB 9.  (NACBO GASB 35 Implementation Guide Q77).  If the University uses a spending rate for its investments, the spending rate does not affect the classification as operating or nonoperating revenue.  (NACBO GASB 35 Implementation Guide Q35-36)
12. The University reported all gains and losses whether realized or unrealized as investment income on the SRECNA (GASB 31 paragraph 13 and NACUBO GASB 35 Implementation Guide Q34).  The investment income from the net increase (decrease) in fair value should also be reported as nonoperating investment revenue. (NACUBO GASB 35 Implementation Guide Q18)
13. The University reported gains and losses on the disposal of plant assets as nonoperating revenues/expenses. (NACUBO GASB Implementation Guide Q91)
Other Revenues

14. The University reported capital appropriations, (NACUBO GASB Implementation Guide Q44) capital grants and gifts, and additions to permanent endowments after income before other revenues expenses, gains and losses.  If capital gifts represent additions to permanent or term endowments, they are reported as capital gifts and reported in the other revenues section.  If the gifts are not specified as additions to endowments, they are reported as nonoperating revenues-gifts (NACUBO GASB 35 Implementation Guide Q49).  If the University decides to use a portion of its General Fund appropriation for capital purposes, the entire amount of the appropriation should be reported as nonoperating-state appropriations.  (NACUBO GASB 35 Implementation Guide Q45).
15. The University properly reported equipment acquisition grants.  The University should analyze its grants that provide for equipment acquisition.  If the grant represents an exchange transaction and the equipment is incidental to the program activity, the grant should be classified as operating revenue.  If the primary purpose of the grant or contract is equipment acquisition, the grant or contract should be reported as a capital grant in the other revenues section.  (NACUBO GASB 35 Implementation Guide Q46)
16. The University identified and reported revenues used as security for debt retirement either parenthetically on the SRECNA or in a footnote (GASB 34 paragraph 100 and NACUBO GASB 35 Implementation Guide Q47)
Depreciation

17. The University reported depreciation in its financial statements.  Depreciable lives and methods for OMB Circular A-21 must be the same as for financial reporting.  If the University changes its method of depreciation for its cost accounting and indirect cost proposal, the University must file an amended DS-2 Disclosure Statement as required by A-21. (NACUBO GASB 35 Implementation Guide Q4 and Q100).
18. The University depreciated infrastructure assets acquired before 1980.  This is required for the BTA model and provides a more complete picture of the University’s investment in infrastructure.  (NACUBO GASB 35 Implementation Guide Q96)
19. The University has adequate support for its determination of useful lives for its capital assets.  In determining estimated useful life, the University should consider an asset’s present condition, use of the asset, construction type, maintenance policy and how long it is expected to meet service and technology demands.  Useful lives should be based on the University’s own experience and plans for the assets.  Schedules of useful lives recommended by professional organizations may be a helpful starting point. (GASB 34 Implementation Guide Q47-50 and Q103).
Scholarships (NACUBO Advisory Report 2000-05)
20. The University reported gifts for scholarships as nonoperating revenues and reported the awarding of scholarships as scholarship discounts and allowances.  The criteria for classification as a scholarship allowance applies to tuition and fees, housing, and meal plans, as well as to the provision of educationally related supplies acquired from an institutional bookstore.  Revenues from all exchange transactions should be reported net of discounts.  Since amounts paid by students for institutional services are exchange transactions, they are subject to the same criteria as other exchange transactions for determining a discount.  Institutions should report revenues (i.e. tuition and fees, auxiliary enterprise revenues, etc.) net of scholarship discounts and allowances with the discount or allowance amount parenthetically disclosed on the face of the statement or in a note to the financial statements. Alternatively, revenues may be reported gross with the related discounts and allowances reported directly beneath the revenue amount.  (NACUBO GASB 35 Implementation Guide Q80).  See also NACUBO Advisory Report 2000-05 for guidance with respect to accounting for scholarship allowances.
21. The University properly reported graduate school and employee waivers.  The University should review its graduate fee waivers to determine if the waiver is in exchange for services or a simple fee waiver.  If it is a simple fee waiver, it is reported as a scholarship discount and allowance.  If the fee is part of the student’s compensation for employment, it is recorded as compensation/benefits expense.  If an employee takes a course and gets a partial waiver, the waiver amount is reported as a compensation/benefits expense in the functional category that employs the employee. (NACUBO GASB 35 Implementation Guide Q81).
22. The University did not include overpayments by third parties of student’s on-campus charges as scholarship and fellowship expense.  The overpayment would be a refund of non-institutional resources held in an agency account for the student.  If the third-party payment was received in response to an agreement between the university and a third party payer whereby a formal payment agreement has been negotiated (such as sponsor’s agreements with foreign countries), the overpayment would be considered a scholarship and fellowship expense (GASB 24 and NACUBO GASB 35 Implementation Guide Q82).
23. The University reported Pell grants discounted as nonoperating revenue on the SRECNA.  Because Pell grants are conditioned on making awards to eligible students, the eligibility requirements of GASB 33 apply and require that conditions be met before revenue is recognized.  The University should recognize receivables and revenues when all eligibility requirements are met.  Funds received before the eligibility requirements are met should be reported as deferred revenues.  Unspent funds at year-end should be reported as restricted net assets.  (NACUBO GASB 35 Implementation Guide Q87 and GASB 24 and GASB 33).
24. The University reported Direct Lending, Stafford and PLUS loans as agency funds and included these loan transactions on the cash flows statements as cash flows from noncapital financing activities and omitted them from the SRECNA.  These loan programs are treated as student payments with the University acting as fiduciary agent for the student.  (NACUBO GASB 35 Implementation Guide Q83).
25. The University did not report a discount or allowance on Perkins Loans because the loan itself is a separate exchange transaction.  Perkins loans are operating activities in accordance with GASB 9.  Any interest payments should be recognized as operating revenues on the SRECNA.  On the Cash Flows statement, Perkins repayments and interest payments are operating cash inflows.  (NACUBO GASB 35 Implementation Guide Q83).
26. The University reported gifts for scholarships as nonoperating revenues and reported the awarding of scholarships as scholarship discounts and allowances.  If the award creates a refund to the student, the refund portion is reported as an expense.  (NACUBO GASB 35 Implementation Guide Q85).
27. The University reported institutional funds deposited to a student’s account in satisfaction of a balance as a scholarship allowance.  (NACUBO GASB 35 Implementation Guide Q85).
Netting of Transaction with Auxiliaries and Internal Service Funds

28. The University properly netted transactions for sales of services from auxiliaries to E&G.  These expenses should not be double accounted in both E&G and auxiliary activities.  The expense should be recorded in the department that used the service.  This same principle applies to internal service funds within E&G such as print shops and physical plant.  (NACUBO Tutorial GASB 35 Questions - Q4 and GASB 34 Implementation Guide Q147-156).
Functional versus Natural Display of Expenditures (NACUBO Advisory Report 2000-8
29. The University may report expenses either by functional or natural display on the SRECNA.  GASB did not prescribe the use of functional versus natural display of expenditures and NACUBO has been silent on the issue.  (NACUBO Tutorial GASB 35 Questions Q6).
30. The University used the same expenditure classification method in its MD&A that it used on the SRECNA. NACUBO GASB 35 Implementation Guide Q37 quotes GASB 34 to state that MD&A still requires condensed financial information including "program expenses, at a minimum by function."  The APA believes that NACUBO may not have correctly interpreted GASB 34 at that time by applying the term “function” as it is used in classifying governmental activities to the college financial reporting model.  After the NACUBO guide was issued, GASB issued its second implementation guide with new guidance to use the same classification method in the MD&A as in the financial statements.

31. If the University uses the functional display (instruction, research, public service, etc.) for expenses, it reported noncapitalizable capital expenditures in the same function as the activity or department acquiring the assets. (NACUBO Tutorial GASB 35 Questions Q1)
32. The University reported depreciation expense in the appropriate auxiliary account that owns the capitalized asset.  If the SRECNA is reported using the functional designation, the depreciation would be part of the auxiliary line.  If the statement displays natural classification expenses (salary, benefits and supply costs etc), the auxiliary service depreciation expenses would be part of the depreciation amount displayed.  (NACUBO Tutorial GASB 35 Questions Q3)
33. If the University reported in a functional display, it has the option of reporting depreciation as a single line item or allocating depreciation by function.  If depreciation is allocated, the University disclosed the total depreciation expense in the notes to the financial statements and the method of depreciation.  Because general infrastructure assets are normally not associated with specific functions, depreciation general should not be allocated on general infrastructure assets (NACUBO GASB 35 Implementation Guide Q48, Q104 and Q106).
Statement of Cash Flows (GASB 34, ¶105 and GASB 9)
1. The University used the direct method for preparation of the statement.  (NACUBO GASB 35 Implementation Guide Q53).
2. The University reported cash receipts and cash payments gross in the statement.  (GASB 9 paragraph 14 and NACUBO GASB 35 Implementation Guide Q55).  Generally investment and capital asset activities should be reported gross in the statement.  GASB 9 paragraphs 13-14 identify certain circumstances where netting is appropriate because their turnover is quick, their amounts are large, and their maturities are short.  Examples include cash receipts and payments pertaining to investments; loans receivable and debt (provided the original maturity of the asset or liability is three months or less. (NACUBO GASB 35 Implementation Guide Q59)
Investment income may be recognized net of investment management fees.  Also if the University uses a sweep account, the sweep transactions qualify for netting.  (NACUBO GASB 35 Implementation Guide Q60-61).
3. The University’s cash flows statement is broken down into four categories:  (GASB 34 Paragraph 105 and NACUBO GASB 35 Implementation Guide Q12)
· Operating activities 

· Noncapital financing activities 

· Capital and related financing activities

· Investing activities

4. The University’s statement contains the required reconciliation of net operating income (loss) to cash flows from (used in) operating activities.  Depreciation expense is a reconciling item in the reconciliation of net operating revenues (expenses) to new cash provided (used by operating activities).  (NACUBO GASB 35 Implementation Guide Q57).
5. The University reported interest on student loans as cash flows from operating activities.  (NACBO GASB 35 Implementation Guide Q54)
6. The University determined its gross purchases of investment, gross sales of investments, proceeds from the sale of donated investments and investment income to arrive at the cash flows from investment activities.  (NACBO GASB 35 Implementation Guide Q63)
7. The University reported gross inflows and outflows of cash resulting form pooled long-term and short-term investment activity as part of the cash flows from investing activities on the statement.  Some pooled investments are on-demand investments that likely will be reported as cash equivalents.  As such, inflows and outflows of these investments will not be reflected in the statement.  (NACUBO GASB 35 Implementation Guide Q62).
8. For investments such as commercial paper and treasury notes, the University may classify these temporary investments as cash equivalents due to their liquidity and short-term nature (three months or less remaining time to maturity) (GASB 9).  If a purchase is classified as a cash equivalent, the University should include nothing on the statement of cash flows other than the change in fair value that is reported as investment income.  (NACUBO GASB 35 Implementation Guide Q18).
9. The University reported the proceeds from the sale of fixed assets in the capital and related financing activities section of the statement.  Removal of the fixed assets and accumulated depreciation are not cash items and are not reflected in the cash inflow.  (NACUBO GASB 35 Implementation Guide Q57).
10. The University reported unrestricted gifts for noncapital purposes as noncapital financing activities.  (NACUBO GASB 35 Implementation Guide Q58).
11. Although the University reports all gains and losses whether realized or unrealized as investment income on the SRECNA (GASB 31 paragraph 13 and NACUBO GASB 35 Implementation Guide Q34), only realized cash inflows are reporting in the investing section of the cash flows statement.  (NACUBO GASB 35 Implementation Guide Q65).
