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March 18, 2019

XBRL US
State and Local Government Modernization Working Group

Dear Working Group Members,

On behalf of the staff of the Governmental Accounting Standards Board (GASB), we
thank XBRL US for the opportunity to comment on the CAFR Taxonomy,
Demonstration Release. This response was developed with input from the FASB XBRL
staff, particularly on related technical issues. The comments expressed in this letter are
solely those of the GASB staff. The official positions of the GASB and the FASB only is
reached after extensive due process and deliberations.

We have organized our comments into three sections: (1) taxonomy architecture and
scope, (2) accounting literature issues, and (3) other topics.

In the first section, issues related to the overall taxonomy architecture, the data
modeling options, including the use of dimensions are discussed. Topics related to
authoritative references as well as label definitions are addressed in the second section.

Given the early developmental stages of the CAFR Taxonomy project, we believe it is
important to provide feedback on the more fundamental aspects in the development of
the taxonomy, rather than comment on an item by item basis. Moreover, we chose not
to comment on the assertation by the Working Group on page 10 of the Preparer’s
guide that the GASB standards are not designed for digital reporting.

The comment letter includes examples throughout, however, those examples do not
constitute an all-inclusive list of issues that potentially could be identified.
Furthermore, this comment letter should not be construed as an endorsement of the
definitions and references included in the demonstration taxonomy or of the contents
of the January 2019 document “Using the CAFR Demonstration Taxonomy: A
Preparer’s Guide” (Preparer’s Guide).
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TAXONOMY ARCHITECTURE AND SCOPE
The Taxonomy Framework/Architecture

We encourage the Working Group to establish an architecture for the proposed
taxonomies before continuing the development of this work. While the Preparer’s
Guide includes a reference in page 5, it does not appear that this step was taken in the
development of the demonstration taxonomy. We believe it is a critical step in order to
develop a taxonomy with a consistent and robust structure. Building a taxonomy
without a fully developed architecture likely will result in unintended consequences
that can adversely impact data quality. Foreseeable data quality issues include:

e Multiple ways of tagging the same concepts

e Inconsistent modeling across the taxonomy and between accounting concepts,
for example, assets and deferred outflows

e No consideration for handling of entity-specific disclosures (commonly referred
to as extensions)

e Unnecessary complexity or oversimplification in the resulting data

Scope of the Taxonomy

We encourage the Working Group to include in its taxonomy architecture development
a consideration of scope. While the current project objective communicates the desire
to develop a “CAFR taxonomy,” certain data elements included in the taxonomy itself
or comments made in the Preparer’s Guide do not convey a clear definition of scope.
For example, the inclusion of a cash basis of accounting or the inclusion of US Census
Bureau references communicate a broader scope than the information included in a
Comprehensive Annual Financial Report (CAFR).

We believe that the optimal CAFR taxonomy architecture may be composed of multiple
taxonomies, a Discoverable Taxonomy Set (DTS). Under this architecture each
taxonomy corresponds to a specific regulatory authority and subject matter expertise
that are anticipated for inclusion in the CAFR, such as:

¢ GAAP financial information would correspond to GASB,

¢ Budgetary information would correspond to appropriate state laws or local
ordinances.

A clear understanding of the scope of each taxonomy and the interrelation of those
taxonomies should result in (1) an optimized taxonomy structure, (2) provide improved
management of the ongoing maintenance of each taxonomy, and (3) minimize the
inclusion of redundant data elements across the taxonomies.
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We recommend that a separate taxonomy be included in the DTS for broad non-
regulatory specific concepts; concepts that are not specific to GAAP or any particular
regulatory authority but have broad applicability, for example for states. As previously
noted, we also encourage the Working Group to clarify the scope of the taxonomy
framework.

Dimensions

As discussed above, the importance of defining the proper taxonomy framework
facilitates defining where certain attributes should properly be conveyed within the
taxonomy. Based on user feedback, the FASB staff’s experience shows that dimensions
generally should be limited to providing disaggregation of balances or components of a
whole. When the usage of dimensions expands beyond that application, the automated
consumption of the data becomes difficult. For example, users cannot distinguish
between situations in which a dimension is providing an attribute in a reported fact
versus a situation in which a dimension is providing a breakdown of the balance of sum
to the total.

We recommend that dimensions not be used for attributes that do not add to or change
the meaning of the line items they are intended to modify. For example, line items that
have been modified by classification of fund type should inherently communicate the
appropriate basis of accounting and therefore it is unnecessary to include a dimension
named “Basis of Accounting [Axis]” because this attribute already is conveyed by the
fund type and thereby would be redundant.

We believe it is critically important that the taxonomy architecture express the optimal
location for expected attributes otherwise there is a risk of producing inconsistent
modeling across the taxonomies that would ultimately results in multiple ways of
tagging the same fact. A single reported fact conveys multiple attributes and those
attributes can be included in the primary line item, a dimension—member
combination, or another mechanism available in the taxonomy. We believe that
accounting concepts generally are not recommended to be modeled as dimension—
member because accounting concepts do not disaggregate, and the summation of those
concepts usually result in information that could be potentially misleading. A preparer
would be at risk of adding data characteristics incongruously such as:

Depreciable investment—by combining the element “Investments”
with the dimension “Depreciability [Axis]” (DepreciabilityAxis) and the
member “Depreciable [Member]” (DepreciableMember)

Tangible receivable—by combining “Receivables, Net” (Receivables
Net) with the dimension “Tangibility [Axis]” (TangibilityAxis) and the
member “Tangible [Member]” (TangibleMember).
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The modeling in the demonstration taxonomy release provides primary line items for
elements of the financial statements, such as cash and cash equivalents, inventory and
accounts payable. However, the taxonomy modeling for the deferred inflows of
resources and deferred outflows of resources is not consistent with the aforementioned
modeling by including them as a dimension named “Classification of Inflows Outflows
[Axis].” Because deferred inflows of resources and deferred outflows of resources are
elements in the statement of net position—no different than assets and liabilities—we
do not see a reason to model them differently than other elements in the statement of
net position.

While we acknowledge the Working Group’s concern about creating “a single
monolithic data element,” we also believe that it is important to consider user needs in
the architecture design. The FASB experience has been that the users of information
produced based on its taxonomy prefer that attributes that cannot be disaggregated be
included on a single data element. The FASB users have noted challenges consuming
data that is overly qualified with dimensions when there is no clear distinction as to
how the dimensions are being used.

Anchoring Entity Specific Disclosures (ESD)

As previously noted, we recommend including an explicit mechanism in the
architecture for anchoring Entity Specific Disclosures (ESD), commonly referred to as
“extensions.” It is stated in section 2.5.6 of the preparer’s guide that “...the working
group’s policy is to deter the use of extensions. . . .” and that the approach taken is to
“limit extensions by adding members to an existing Axis.” While we agree that limiting
extensions is an important objective, we also believe that extensions will occur given
the complexity of governmental financial reporting. For that reason, we think that
minimization of extensions will require methods beyond “adding members to an
existing Axis” if data quality is to be preserved. As such, we recommend the working
group provide an explicit mechanism for “anchoring” ESD in the taxonomy
architecture.

As you know, XBRL International has published draft guidance that can be considered
for this purpose, “How to address Entity Specific Disclosures in XBRL reports” and
“Using the ESEF rules for anchoring extensions.” While the fist document is broad, the
second document provides specific implementation guidance for complying with the
requirements set out in the European Securities and Markets Authority’s (ESMA) and
the European Single Electronic Format (ESEF) regulation. Those concepts can be
usefully analogized to other projects such as this CAFR taxonomy project. It is worth
noting that XBRL International has started work on revisions to the base specification
calculation requirements and is expected to address most anchoring requirements.

Page | 4
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Validation and Data Types

We are encouraged by the Working Group’s consideration to rely on data quality
validation (page 26 of the Preparer’s Guide). We agree that this is an important XBRL
feature that should be incorporated in subsequent taxonomy iterations. However, we
also believe that validation is not a substitute for quality taxonomy modeling as it will
not resolve issues identified in the current modeling.

In addition, we believe that validation rules should be developed in consistency with
reporting requirements. Under consideration of magnitude validation, an example is
provided about the use of validations to determine the accuracy of the classification of
funds as major or nonmajor. While the metric described is inconsistent with the GASB
literature—the determination of a major fund is not based on fund balance—the logic
available for validation also appears flawed. As you know, Statement 34 provides
quantitative criteria to determine which funds are required to be reported as major,
but also provides for permissive inclusion of a fund as major even if that fund failed the
quantitative characteristics. For this reason, we do not believe it is feasible to validate
the reporting of major funds solely based on magnitude.

We are encouraged by the Working Group acknowledgement that in future taxonomy
iterations, certain elements currently modeled as data strings could be replaced with
enumerated lists. In the cases in which the data permits that replacement, it would
improve data quality.

ACCOUNTING LITERATURE

One of the reasons we encourage defining the taxonomy scope is to be able to clearly
see the relationships between reporting requirements and data modeling. We are
encouraged by the Working Group’s approach to “first start with the authoritative
standards, and then incorporate best practices (page 27 of the Preparer’s guide).”
However, we are concerned about the approach taken in the development of
documentation labels and the use of nonauthoritative sources as references.

Documentation Labels

It appears that many of the documentation labels (definitions) included in the
demonstration taxonomy have been extracted from the GASB 2017-2018 Codification.
In communications, the Working Group members have expressed their preference for
that approach because in their view, it closely resembles the approach initially taken in
the development of the US GAAP Financial Reporting Taxonomy (FASB Taxonomy).
Based on our discussion with the FASB XBRL staff, we do not concur with that
conclusion. The FASB Taxonomy contains documentation labels that capture the




G ’ GOVERNMENTAL
/SB ACCOUNTING
.(/ STANDARDS BOARD

reporting concept without a word for word repetition of the FASB Accounting
Standards Codification®.

As noted in previous communications with the Working Group, we reiterate our
concern about duplicating large amounts of materials from the GASB Codification to
provide documentation labels. We believe it is important to understand the purpose for
documentation labels in a taxonomy, which is to allow the preparer to select the
appropriate tag and the user to identify the information it consumes. Documentation
labels are not intended to provide accounting and financial reporting guidance.

Additionally, we believe that given the large amounts of information duplicated from
the Codification, the definitions are not effective and can cause confusion for a user of
the information. For example, the documentation label of special revenue fund
includes the entire paragraph from section 1300.105 of the Codification (220 words). A
simple statement such as, special revenue funds are one type of governmental funds
used to report restricted, committed, and assigned resources, could effectively convey
to a user what is a special revenue fund. All the additional information related to debt
service, capital proceeds, or the transfer of resources among funds constitute
accounting and financial reporting guidance. We do not believe that level of detail is
necessary for a user to understand the taxonomy element ‘special revenue fund.” We
continue to recommend that the Working Group consider the definition guidelines
provided by the FASB in its Definition Components and Structure style guide. As noted
in the FASB style guide the taxonomy documentation labels are nonauthoritative
succinct descriptions that allow a preparer and a user to select FASB Taxonomy
elements more efficiently.

Additionally, we believe that inclusions of large sections of the GASB literature in
documentation labels would cause undue maintenance efforts if applied to a
production taxonomy. If documentation labels contain accounting and financial
reporting guidance, a thorough review and modification of documentation labels would
need to be conducted each time the GASB issues new guidance or amends existing
guidance.

We also found a few documentation labels from sources outside the GASB literature.
We believe that some of those definitions are inconsistent with GASB guidance, for
example property held for resale. The GASB does not have a ‘held for sale” category of
investments. Property held for resale in the governmental model pertains only to
recognition in a governmental fund of property acquired by purchase that will be sold
in a short time. While we continue to encourage the Working Group to rely on sources
other than authoritative GASB literature to develop effective documentation labels,
caution should be exercised to ensure those materials are not inconsistent or
contradictory with GASB literature.

Page | 6
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Element References

In the same way that we believe that it is not “best practice” to include accounting
guidance in documentation labels, we believe that references should be appropriate for
the authority of the taxonomy. Page 11 of Preparer’s Guide states that this aspect of an
XBRL element is “[a] reference to an authoritative source.” We concur with that
assertion and encourage the Working Group to align the references with the scope of
the taxonomy. For example, US GAAP financial information taxonomy for state and
local governments only would have references to the GASB Codification. We are
concerned about the inclusion of references to nonauthoritative guidance in the
demonstration taxonomy. Moreover, we recommend that the references primarily
should be developed as a mapping from the literature to the taxonomy to help
preparers with element selection based on reporting requirements rather than using
the references as a citation of sources.

OTHER MATTERS
Entity Identifiers-LEI

We are interested in the initiative taken by the Working Group regarding the
consideration to develop a unique entity identifier. We suggest that a first step may be
to develop a use case to identify the need of this data parameter for the users of the
data, while the Working Group continues developing this idea. We believe that the
development of entity identifiers should take into account the complexities of the
financial reporting entity as it usually is comprised of multiple legally separate entities.

CONCLUSION

Thank you, again, for the opportunity to comment on the demonstration taxonomy. If
you have any questions regarding this response, please contact Paulina Haro at (203)
956-3449 or by email at pharo@gasb.org.

Sincerely,

Tea_

David R. Bean
Director of Research and Technical Activities
Governmental Accounting Standards Board




