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Background

• GASB Statement No. 34, Basic Financial Statements—& Management's Discussion & Analysis—for State & Local 
Governments
• Issued in 1999
• Defined the structure and measurement focus of basic financial statements, notes, & required supplementary information 

(RSI), including the MD&A
• Introduced government-wide financial statements using accrual accounting, which incorporated reporting of infrastructure, 

other capital assets, & long-term liabilities—items previously reported only on a modified accrual basis in governmental funds
• Mandated a narrative MD&A before the financial statements, required presentation of the original budget in the budgetary 

comparison schedule, introduced major fund reporting for governmental & enterprise funds, & added notes on capital asset 
& long-term liability activity during the reporting period

• GASB Statement No. 103, Financial Reporting Model Improvements
• Initial research to update the financial reporting model began in 2013
• Over the last decade, GASB has conducted surveys of preparers, auditors, & users, performed field tests, held multiple user 

forums & public hearings, & reviewed hundreds of comment letters as part of developing GASB 103
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Scope

• GASB 103 establishes new accounting & financial reporting requirements—or modifies existing 
requirements—related to the following:
• Management’s discussion & analysis (MD&A)
• Unusual or infrequent items
• Presentation of the proprietary fund statement of revenues, expenses, & changes in fund net 

position
• Information about major component units in basic financial statements
• Budgetary comparison information
• Financial trends information in the statistical section
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Effective Date

The requirements of GASB
103 are effective for fiscal
years beginning after June
15, 2025, & all reporting
periods thereafter.
Earlier application is encouraged. 

If a primary government
chooses early implementation
of GASB 103, all component
units also should implement
GASB 103 in the same year.

Implement for Fiscal Years Ending
Fiscal Years 
Beginning 

After

March

31

June

30

September 

30

December

 31

June 15, 2025 2027 2026 2026 2026
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Implementation Guide 2025-1 Q&A
Effective Date

• Q – If a primary government is implementing Statement 103 for its fiscal year ended June 30, 2026, & it will 
include in its financial statements a component unit with a fiscal year-end of December 31, 2025 (in accordance 
with the provisions in paragraph 59 of Statement No. 14, The Financial Reporting Entity), when should the 
component unit implement Statement 103?

• A – For the purposes of implementing Statement 103, which requires changes to the presentation of certain 
financial statements, the component unit should implement that Statement in its December 31, 2025 financial 
statements.
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Management’s Discussion & Analysis (MD&A)

• GASB 103 does not make major changes to the MD&A
• GASB 103 instead includes detailed explanations of what they want the preparer to do:

• Financial managers are knowledgeable regarding the transactions & events, fiscal policies, & other conditions that 
may have a significant impact

• The analysis should assist users in understanding why balances changed
• Financial managers should include the explanations that are most relevant to the information presented each year
• Discussion is confined to five categories: 

1. Overview of the Financial Statements
2. Financial Summary
3. Detailed Analyses
4. Significant Capital Asset & Long-Term Financing Activity
5. Currently Known Facts, Decisions, or Conditions
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Currently Known Facts, Decisions, or Conditions 

• GASB 103 includes examples of currently known facts, decisions, or conditions that are expected to have a significant effect on financial position 
(net position) or that are expected to produce significant differences from the current-period results of operations

• Examples include: 
• Trends in relevant economic & demographic data 
• Relevant factors used to develop the subsequent year’s budget 
• Expected changes in budgetary net position or fund balance 
• Actions the government has taken related to postemployment benefit liabilities 
• Capital asset improvement plans
• Lessee liabilities, operator liabilities in PPP arrangements, SBITA liabilities, & other long-term financings that will affect the government in a 

subsequent period 
• Actions other parties have taken that will affect the government in a subsequent period, such as new legislation or regulations imposed on the 

government
• The focus on this section should be currently known information. For purposes of MD&A, currently known refers to information that management 

is aware of as of the date the financial statements are issued
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Appendix C: Illustration
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Unusual or Infrequent Items

Replace extraordinary or special 
items

Unusual in nature

Infrequent in occurrence
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Unusual or Infrequent Items Defined

Unusual nature – The underlying event or 
transaction should possess a high degree 

of abnormality & be of a type clearly 
unrelated to, or only incidentally related to, 

the ordinary & typical activities of the 
government, taking into account the 

environment in which the government 
operates. Unusual nature is not 

established by the fact that an event or 
transaction is beyond the control of 

management.

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. 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.
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Unusual or Infrequent Items

• Display inflows & outflows for each unusual or infrequent item separately
• Displayed as last items before net change in resource flows
• Should not be netted
• Notes should disclose:

• The program, function, or identifiable activity to which each is related
• If the event was within the control of management
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Proprietary Fund Statement of Revenues, Expenses, & Changes in Fund Net Position

• GASB 103 retains the requirement for proprietary fund statements of revenues, expenses, & changes in fund net 
position to distinguish between operating & nonoperating revenues & expenses

• Operating revenues & expenses are defined as revenues & expenses other than nonoperating revenues & expenses 
• These classifications should generally align with how transactions are reported in the statement of cash flows

• Nonoperating revenues & expenses are defined as:
• (a) subsidies received & provided
• (b) contributions to permanent & term endowments
• (c) revenues & expenses related to financing, i.e., interest income & expense
• (d) resources from the disposal of capital assets & inventory, & 
• (e) investment income & expenses

• This definition eliminates the need for governments to establish individual policies defining operating revenues & 
expenses, as previously required by GASB 34 
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Proprietary Fund Statement of Revenues, Expenses, & Changes in Fund Net Position

The statement of revenues, 
expenses, & changes in 
fund net position should 
present the following 
information in the order 
shown, using the all-
inclusive format indicated:
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Proprietary Fund Statement of Revenues, Expenses, & Changes in Fund Net Position

Subsidies

• GASB 103 defines subsidies as follows:
• (1) resources received from another party or fund 

• (a) for which the proprietary fund does not provide goods & services to the other party or fund & 
• (b) that directly or indirectly keep the proprietary fund's current or future fees & charges lower than they 

would be otherwise
• (2) resources provided to another party or fund 

• (a) for which the other party or fund does not provide goods & services to the proprietary fund & 
• (b) that are recoverable through the proprietary fund's current or future pricing policies

• (3) all other transfers
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Implementation Guide 2025-1 Q&A
Interest Revenues & Expenses

• Q – Paragraph 13 of Statement No. 103, Financial Reporting Model Improvements, indicates that interest 
revenues of a proprietary fund established to provide loans to first-time homeowners should be reported as 
operating revenues because those transactions constitute the proprietary fund’s principal ongoing operations. If 
this proprietary fund reports interest expenses associated with borrowings that finance operations, would the 
interest expenses be reported as operating expenses?

• A – 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 to how the 
fund obtained resources (financing) to operate its lending program.
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Implementation Guide 2025-1 Q&A
Interest Revenues – BTA

• Q – If the principal ongoing operation of a business-type activity (BTA) or an enterprise fund is leasing property 
to other entities, should interest revenue related to leases be reported as operating revenue?

• A – No. Interest revenue is a revenue related to financing, which, in accordance with paragraph 13 of Statement 
103, is a nonoperating revenue unless financing transactions constitute the proprietary fund’s principal ongoing 
operations. If the principal ongoing operation of a BTA or an enterprise fund is leasing property to other entities, 
the principal ongoing operation is conveying control of the right to use an underlying asset. Because interest 
revenue related to a lease is recognized from financing the operation of conveying control of the right to use an 
underlying asset, rather than from the operation itself, interest revenue from a lease should not be reported as 
operating revenue.
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Implementation Guide 2025-1 Q&A
Subsidies

• Q – How should subsidies be classified if resources are used for the acquisition of capital assets in 
circumstances in which the provider of a subsidy did not limit the use of the resources to the acquisition of capital 
assets?

• A – Subsidies are classified as noncapital subsidies if the provider of the subsidy either does not limit the use of 
the resources or limits the use of the resources to something other than the acquisition of capital assets. 
Subsidies are only classified as capital subsidies (that is, all subsidies other than noncapital subsidies) if the 
provider of the subsidy has limited the use of the resources to the acquisition of capital assets. The recipient’s 
use of all or a portion of a subsidy for capital purposes does not, by itself, result in all or a portion of the subsidy 
being classified as a capital subsidy. Subsidies other than noncapital subsidies should be reported as other 
nonoperating revenues & expenses. 
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Implementation Guide 2025-1 Q&A
PILOTS as Subsidies

• Q – Do payments in lieu of taxes (PILOTs) made by a BTA or a proprietary fund meet the definition of subsidies?
• A – It depends on the substance of the transaction. In many circumstances, a PILOT is an arrangement in which 

(a) a payment from a BTA or proprietary fund is made either to the general fund of the primary government or to 
another government to compensate for tax revenue lost due to tax exemptions for the purpose of supporting 
general governmental activities & (b) the BTA or proprietary fund establishes a rate or fee that produces 
operating income greater than or equal to the amount of the PILOT. In these circumstances, the PILOT would 
meet the definition of subsidies. However, in other circumstances, a PILOT is a payment from a BTA or 
proprietary fund to another government or fund for goods or services provided to the BTA or proprietary fund. In 
those circumstances, the PILOT would not meet the definition of subsidies. The name of the arrangement is not 
relevant to the determination of whether it is a subsidy for accounting & financial reporting purposes. 
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Implementation Guide 2025-1 Q&A
Healthcare Subsidies

• Q – An insured individual receives covered healthcare services from a governmental healthcare provider, 
resulting in recognition of a revenue & receivable by the governmental healthcare provider. The third-party 
insurer is responsible for making payments to the governmental healthcare provider in accordance with the 
terms of the insurance contract. Does this circumstance meet the criterion established in paragraph 14a of 
Statement 103 for purposes of the definition of subsidies?

• A – No. Even though the third-party insurer did not directly receive goods or services from the governmental 
healthcare provider, those payments do not meet the criterion in paragraph 14a. The insured individual received 
goods or services from the governmental healthcare provider that resulted in the healthcare provider receiving 
resources in the form of a receivable. The third-party insurer is paying the governmental healthcare provider in 
place of the insured individual because of the contractual relationship between the insured individual & the third-
party insurer.
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Major Component Units

GASB 103 requires governments to present each major component unit separately in the reporting entity’s statement of net 
position & statement of activities, unless doing so would reduce the readability of the financial statements. 

If the readability of those statements would be reduced, combining statements of major component units should be included 
after the fund financial statements. 

GASB 103 eliminates the option to present major component unit information solely in the reporting entity’s notes to 
financial statements. 

The criteria for determining a major component unit remains unchanged from GASB 14 & continues to be based on the 
nature & significance of its relationship to the primary government. 
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Budgetary Comparison Information

GASB 103 requires governments to present budgetary 
comparison information exclusively as RSI, removing 
the option to include as a basic financial statement.

Governments also are required to present (1) variances 
between original & final budget amounts & (2) 
variances between final budget & actual amounts. 

Explanation of significant variances is required to be 
presented in notes to RSI. 
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Financial Trends Information in the Statistical Section

• When a statistical section is included in separately issued financial reports, governments that engage solely in 
business-type activities or in both business-type & fiduciary activities should present revenues distinguishing 
between operating, noncapital subsidy, & other nonoperating revenues & expenses.
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Supporting GASB 103 With The Reporting Solution (TRS)

• Web-based – runs in all standard internet browsers
• GASB 103 raises expectations for clearer, more 

consistent, & more accountable financial reporting
• TRS is designed to support complex ACFR reporting 

through a repeatable, system-driven process
• Centralizes financial data, adjustments, & narratives in 

one controlled environment
• Enables teams to adapt to new presentation & 

disclosure requirements without rebuilding reports 
from scratch

• Supports implementation efforts amid staffing 
constraints & tight reporting timelines
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Supporting GASB 103 With The Reporting Solution (TRS)

• Database-linked financial statements that 
automatically update across the report

• Trial balance uploads & adjustments flow 
directly to financial statements & related 
disclosures

• DataLinks connect numbers to narrative 
sections to reduce manual updates & rework

• Ability to drill down from statements to 
supporting general ledger detail

• Built-in checks that help flag discrepancies & 
improve consistency year over year
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Supporting GASB 103 With The Reporting Solution (TRS)

• Multi-user, web-based platform allows 
teams to work simultaneously

• Built-in task assignment, status tracking, & 
notes improve visibility across the reporting 
process

• Reduces version control issues common 
with Word & Excel-based workflows

• Maintains formatting & structure consistency 
across reporting periods

• Final reports can be exported to PDF & 
Word for submission & review
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GASB Exposure Draft
Financial Reporting Model Improvements—Subsidies

• GASB has released an Exposure Draft for the Proposed Implementation Guide on Financial 
Reporting Model Improvements–Subsidies, connected to Statement 103, Financial Reporting Model 
Improvements.

• Provide your feedback to GASB.
• The feedback process is now more accessible than ever.

• Complete an online feedback form or
• Send a formal comment letter.

• All comments must be submitted by April 27, 2026.

Navigating GASB 103: Implementation & Best Practices40 April 13, 2026
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Implementation Guide Exposure Draft
Healthcare Supplemental Payments

• Q – A government provides supplemental payments to hospitals in addition to the standard contractual Medicaid 
base payments made on a fee-for-service or managed-care basis. In this circumstance, the supplemental 
payments are not part of any contractual relationship between the patient & the government for healthcare 
coverage. Do those supplemental payments received by a hospital that reports as a BTA or an enterprise fund 
meet the definition of subsidies in paragraph 14a of Statement 103?

• A – Yes. In contrast to a circumstance in which there is a contractual relationship between the patient & the 
government for healthcare coverage, the patient has no contractual relationship for healthcare coverage 
associated with supplemental payments. Therefore, in this circumstance, the supplemental payments would 
meet the definition of subsidies because the payments (a) are not related to the goods or services provided by 
the hospital as part of the contractual relationship with the patient & (b) allow the hospital’s current or future 
charges to be lower than they would be otherwise. (See also Question 4.7 in Implementation Guide 2025-1 
regarding contractual arrangements for covered medical services.)
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Implementation Guide Exposure Draft
Donations for Scholarships

• Q – A higher education institution that reports as a BTA or an enterprise fund receives donations for scholarships 
from individuals who do not receive goods or services in return. Do those donations meet the definition of 
subsidies in paragraph 14a of Statement 103?

• A – Yes. Those donations for scholarships meet the definition of subsidies because they (a) are received from 
parties who have not received goods or services from the higher education institution as a result of the donations 
& (b) keep the higher education institution’s current or future tuition or other charges lower than they would be 
otherwise.

• Q—Would the answer to Question 4.2 change if published tuition rates do not change based on the donations 
for scholarships received?

• A—No. Regardless of whether published tuition rates change, donations for scholarships either directly or 
indirectly keep current or future tuition or other charges paid lower than they would be otherwise. Therefore, 
even if published tuition rates do not change, donations for scholarships meet the definition of subsidies.
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Implementation Guide Exposure Draft
Research Grants

• Q – Do research grants received by a higher education institution that reports as a BTA or an enterprise fund 
meet the criterion established in paragraph 14a(2) of Statement 103 for purposes of the definition of subsidies?

• A – It depends on the substance of the transaction. For example, if the higher education institution receives a 
research grant that is used to offset operating expenses, such as salaries & laboratory costs, that would exist in 
the absence of the grant, the grant funds received would allow the higher education institution to keep the tuition 
or other charges lower compared to what would be charged had the higher education institution not received the 
grant. Therefore, in this circumstance, the research grant would meet the criterion established in paragraph 
14a(2). In contrast, other research grants are not used to offset operating expenses, such as salaries & 
laboratory costs, that would exist in the absence of the grant. In those circumstances, the grant funds received 
would not allow the higher education institution to keep the tuition or other charges lower compared to what 
would be charged had the higher education institution not received the grant. Therefore, those research grants 
would not meet the criterion established in paragraph 14a(2) because the proceeds would not keep current or 
future tuition or other charges lower than they would be otherwise.
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Implementation Guide Exposure Draft
Taxes Imposed by BTA

• Q – Do taxes imposed by a BTA meet the definition of subsidies in paragraph 14a of Statement 103?
• A – Yes. Taxes imposed by a BTA meet the definition of subsidies because they (a) are received from parties 

who do not directly receive goods or services from the BTA as a result of the tax & (b) directly or indirectly keep 
the BTA’s current or future fees & charges lower than they would be otherwise.
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Implementation Guide Exposure Draft
Passenger Facility Charges

• Q – Passenger facility charges fund airport projects approved by the Federal Aviation Administration. Do 
passenger facility charges received by an airport that reports as a BTA or an enterprise fund meet the definition 
of subsidies in paragraph 14a of Statement 103?

• A – Yes. Similar to taxes discussed in Question 4.5, passenger facility charges are fees imposed on passengers 
that meet the definition of subsidies because they (a) are received from parties who do not directly receive goods 
or services from the airport as a result of the fee & (b) allow the airport to directly or indirectly keep current or 
future fees & charges to airlines & concessionaires lower than they would be otherwise.
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