
(revised June 2002)

FOOTNOTE DISCLOSURES GUIDE

FOR HIGHER EDUCATION AUDITS

The following is a list of the disclosures that are commonly included in financial statements.  Brief descriptions have been provided for some of the disclosures.  This list is not all-inclusive.  Further, some of the disclosures listed below may not be applicable to the institution under audit.  The auditor should exercise judgment in determining the appropriateness of disclosures.  For further guidance on the disclosure requirements the auditor should reference the Codification of Governmental Accounting and Financial Reporting Standards published by Governmental Accounting Standards Board or Governmental Accounting Auditing and Financial Reporting published by Government Finance Officers Association.  The office has copies of both these publications.  The National Association of College and University Business Officers (NACUBO) provides additional reporting requirements for higher education institutions.  

A. Summary of Significant Accounting Policies (SSAP):

The SSAP should contain all of the disclosures listed below, if they are applicable to the institution’s particular circumstances:

a. A description of the reporting entity

b. A brief description of the component units of the reporting entity and their relationships to the primary government.  This should include a discussion of the criteria for including component units in the financial reporting entity and how the component units are reported.  Also include information about how the separate financial statements for the individual component units may be obtained.

c. Measurement focus and basis of accounting:  The SSAP should identify and describe the measurement focus and basis of accounting used by the institution.  The SSAP should go on to identify revenue recognition polices used in financial statements, including the length of time used to define available.

d. Capital Assets:  The SSAP should disclose the policy for capitalizing assets, for estimating useful lives of those assets, and the method(s) used to calculate depreciation expense.  Also, the SSAP should explain that purchased or constructed fixed assets are reported at cost, and that donated fixed assets are reported at their fair value on the date of acquisition.  Institutions that choose to use the modified approach for reporting eligible infrastructure assets should describe that approach.

e. Operating and Non-operating:  The SSAP requires a description of the policy for defining operating and non-operating revenues and expenses in the statement of revenues, expenses and changes in net assets.

f. Restricted and Unrestricted:  The SSAP should disclose the Institution’s policy regarding whether to first apply restricted or unrestricted resources when an expense is incurred for purposes for which both restricted and unrestricted net assets are available.

g. Standards for Proprietary Funds:  The SSAP should disclose whether the institution has implemented  FASB pronouncements issued subsequent to November 30, 1989 in reporting business-type activities.

h. Investments:  The SSAP should disclose how all investments are valued.

i. Derivatives:  If the institution used, held, or wrote derivatives, the SSAP should disclose the nature and purpose of the transactions and describe exposure to credit risk, market risk, and legal risk. 

j. Receivables Recognitions:  The SSAP may explain when specific receivables are recognized.

k. Inventories:  The SSAP should disclose how inventories are valued.

l. Prepaids:  The SSAP should disclose the institution’s approach to expenditure recognition for prepaids in governmental funds.

m. Accrual Exceptions:  As a general rule, governmental funds report expenditures as soon as a liability is incurred.  However, there are exceptions to this general rule.  The SSAP should explain the rationale behind the exceptions.

n. Debt:  The SSAP should explain that debt expected to be paid with the resources of proprietary funds is reported in those funds.

o. Equity Accounts:  The SSAP may explain the use of reserves and designations.

p. Cash and Cash Equivalents:  The SSAP should include the definition of cash and cash equivalents used in the statement of cash flows for proprietary.

q. Discounts/Premiums/Issuance Costs:  The SSAP should explain the treatment accorded discounts, premiums and issuance costs. 

r. Interest Capitalization:  The SSAP should disclose that interest is capitalized on fixed assets reported in business type activities.

s. Rebatable Arbitrage:  The SSAP should disclose which option the government has selected for reporting rebatable arbitrage.

B. Deposits, Investments and Securities Lending (see GASB 3, 28, and 31)
C. Receivables  (see GASB 38)
Provide a breakdown of receivables when major components are obscured by aggregation.

D. Lease Receivables  (see NCGAS 5)
Disclose if the institution is a lessor in a capital lease. Disclosure should include the minimum future lease payment receivable in total and for each of the five succeeding years.  If the institution is the lessor in an operating lease, disclose the cost and carrying amount of leased assets and depreciation on those assets.

E. Capital Assets  (see GASB 34, paragraphs 116 – 118)
a. Separate presentation for each major class of capital assets.

b. Separately report nondepreciable capital assets from depreciable.

c. Beginning-and-end-of-year balances (regardless of whether beginning-of-year balances are presented on the face of the financial statements) with accumulated depreciation presented separately from historical cost

d. Capital acquisitions

e. Sales or other dispositions

f. Current-period depreciation expense, with disclosure of the amounts charged to each of the functions if expenses are displayed on functional basis in the statement of revenues, expenses, and changes in net assets

g. Collections

F. Long-term Liabilities   (see GASB 34, paragraphs 116 and 119)
a. All required information separately reported for each major class of long-term liagilities.

b. Beginning and end-of-year balances (regardless of whether prior year data are presented on the face of the statements)

c. Increases and decreases (separately presented)

d. The portions of each item that are due within one year of the statement date

G. Lease Obligations:  (see NCGAS 5)
Disclosure should include a description of leasing arrangements; gross amount of assets presented by major asset classes; and minimum future lease payment in total and for each of the next five years and in five-year increments thereafter.  Current year rental cost should be included for operating leases.  

H. Functional vs. Natural Presentation

Reference NACUBO Advisory Report 2000-08 for further details

I. Debt Refundings  (GASB 7)
Regardless of the type of debt being refunded, all governmental entities that defease debt through an advance refunding should provide a general description of the transaction.  The disclosure should include 1) the difference between the cash flows required to service the old debt and the cash flows required to service the new debt and 2) the economic gain or loss.
J. Payables  (see GASB 38)
Provide a breakdown of payables when major components are obscured by aggregation.

K. Significant violations of finance-related legal or contractual provisions  (see GASB 38, paragraph 8)
L. Debt Service Requirements  (see NCGAI 6 and GASB 38)

Disclose debt service to maturity for all outstanding debt.  The disclosure should include debt service payments separately for each of the next five years; principal and interest components separately presented; subsequent years payments reported in five-year increments; and the terms of variable rate debt. 

M. Post-Employment Benefits Other than Pensions (OPEB)  (see GASB 12)
N. Defined Benefit Pension Plans-Employers  (see GASBs 25 and 27)
O. Defined Contribution Pension Plans-Employers  (see GASBs 25 and 27)
P. Risk Management  (see GASB 10)
The [Department, College, Agency] is exposed to various risks of loss related to torts; theft or, damage to, and destruction of assets; errors and omissions; non-performance of duty; injuries to employees; and natural disasters.  The [Department, College, Agency] participates in insurance plans maintained by the Commonwealth of Virginia.  The state employee health care and worker’s compensation plans are administered by the Department of Human Resource Management and the risk management insurance plans are administered by the Department of Treasury, Division of Risk Management.  Risk management insurance includes property, general liability, medical malpractice, faithful performance of duty bond, automobile, and air and watercraft plans.  The [Department, College, Agency] pays premiums to each of these Departments for its insurance coverage.  Information relating to the Commonwealth’s insurance plans is available at the statewide level in the Commonwealth of Virginia’s Comprehensive Annual Financial Report.

Q. Contingencies  (see NCGAS1 and NCGAI 6)
R. Inter-fund Eliminations, Receivables, and Payables  (see GASB 38)
S. Donor-Restricted Endowments  (see GASB 34, paragraph 121)
T. Short-Term Debt Instruments and Liquidity  (see GASB 38, paragraph 12)
U. Joint Ventures and Jointly Governed Organizations  (see GASB 14, paragraph 75)
V. Non-exchange Transactions(see GASB 33)

Include disclosure on grants, taxes and contributions that are not recognized because they are not measurable.

W. Related Party Transactions (See NCGAI 6) and Foundation Transactions (See GASB 14)
X. Subsequent Events (see NCGAI 6)
Y. Construction and Commitments (see NCGAI 6)
Z. Special or Extraordinary Items  (see APB 30)
AA. Deferred Compensation  (see GASB 32)
AB. Accounting Changes and Correction of Errors, or Prior Period Adjustment  (see APB 20)

AC. Appropriations Act

Include a brief description of the amounts originally included in the Appropriations Act and the any changes that occurred during the year.

