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	Officials of Public Hospitals, Counties, and Certified Public Accountants Implementing GASB Statement No. 34 in Phase I
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	T. Vance Holloman, Director

Fiscal Management Section

	
	

	SUBJECT:
	Application of Governmental Accounting Standards Board Statement No. 37, Basic Financial Statements – and Management’s Discussion and Analysis – for State and Local Governments: Omnibus and Statement No. 38, Certain Financial Statement Note Disclosures to Public Hospitals


The Governmental Accounting Standards Board (GASB) has issued Statement No. 37, Basic Financial Statements – and Management’s Discussion and Analysis – for State and Local Governments: Omnibus and Statement No. 38, Certain Financial Statement Note Disclosures. The implementation dates for these statements coincide with the GASB Statement No. 34 implementation phases. The purpose of Statement No. 37 is to explain the effects of changes to the fiduciary fund structure and to clarify Statement No. 34. The purpose of Statement No. 38 is to modify and add certain note disclosures. The following memo will highlight some of the most important considerations for public hospitals. The units and their auditors should carefully review these statements to ensure that they are in compliance with generally accepted accounting principles.

One of the most significant changes for public hospitals is the inclusion of Management’s Discussion and Analysis (MD&A) as required supplementary information. Statement 37 clarifies that the items included in the MD&A should be limited to those listed in Statement 34. For a discussion of those requirements, please refer to Memorandum # 928.

Next, the Hospital should consider the modifications required by Statement 38 to the note disclosures, if applicable. They are as follows:

· A description of how the Hospital has addressed significant violations of finance-related legal or contractual provisions.

· A schedule of debt service requirements to maturity that lists principal and interest separately for each of the five subsequent years and in five-year increments thereafter.

· A schedule of lease obligations for each of the five subsequent years and in five-year increments thereafter.

· A description of the purpose for which short-term debt was issued and a schedule of changes in that debt.

Finally, public hospitals should add the following note disclosures required by Statement 38, if applicable:

· Interest requirements for variable-rate debt computed using the rate effective at year-end.

· Terms of interest rate changes for variable-rate debt.

· Details about major components of receivable and payable balances when obscured by aggregation and identification of receivable balances not expected to be collected within one year.

For further information related to the implementation of GASB Statement No. 34 as it relates to public hospitals, please refer to Memorandum #945. The memorandums referenced above can be accessed through our website at www.treasurer.state.nc.us. If you have any questions concerning this memorandum, please contact Samantha Cox at (919) 807-2394 or samantha.cox@treasurer.state.nc.us. 
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