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Subject: GASB 61 and County Workshops 

Date: June 4, 2014  

  
 
We want to make you aware that some counties may opt to omit the workshops from their 
financial statements as part of their implementation of GASB Statement No. 61.  Statement 
No. 61 makes it clear that the determination of the “misleading to exclude” criterion is up to 
management and should be based on qualitative factors, more so than financial 
materiality.  We have no objections to counties omitting the workshops from their 
financial statements so long as management uses reasonable, well-documented 
rationale for its conclusion. This rationale should support why management believes 
it is not misleading to exclude the workshops from the county’s financial 
statements.  (NOTE: Auditors should apply the same test of reasonableness to other 
entities and situations where management choses to apply the provisions of GASB 61 
and omit a potential component unit from the financial statements.) 
 
Background: 
Many county Developmental Disability (DD) boards contract with one or more not-for-
profit agencies to operate DD workshops.  County DD boards also provide certain services 
and benefits to these workshops' participants, including but not limited to: habilitative 
services, county employees to staff DD workshop positions, and other in-kind 
contributions.  Because these connections were so closely related, AOS previously advised 
local governments in Bulletin 1995-009 that the relationship between the county DD 
boards and the workshop(s) results in a significant related party transaction and the 
workshop(s) should be included in the county reporting entity, normally by discrete 
presentation, under GASB Statement No. 14.  In recent years, however, the county boards of 
DD have modified their relationships with the workshops.  Under these revisions, many 
county DD boards have a greater degree of flexibility in determining the extent to which it 
might fund a workshop’s activity, if at all.  In fact, some counties have taken steps to 
completely separate the workshop from the county DD board.  In these counties, there are 
no monetary or in-kind contributions to the workshop, nor are there any county employees 
working on behalf of the workshop.  In other cases, there is still an ongoing relationship 
between the county DD board and its workshop, but the nature and extent of the 
relationship could be different than in past years. 
 
GASB Statement No. 61 clarified that the primary government may determine, through 
exercise of management's professional judgment, that the inclusion of an organization that 



does not meet the financial accountability criteria is necessary in order to prevent the 
reporting entity's financial statements from being misleading.  
 
Paragraph 36 of GASB Statement No. 61 summarizes the changes to Statement Nos. 14 and 
39 as follows: 
 

. . . the provision has been restructured to emphasize the consideration, rather than 
the required inclusion, of organizations whose exclusion may render the statements 
misleading if those organizations are closely related to, or financially integrated 
with, the primary government. In addition, this Statement clarifies the types of 
relationships that the Board believes typically are more important for an evaluation 
under this criterion for a closely related organization. The Board believes that those 
relationships generally will be financial in nature, often including financial benefit or 
burden relationships. Lastly, this Statement deletes the phrase or incomplete from 
the criterion because, in this context, financial statements that are incomplete are 
misleading. 

 
The following Q&A from the 2013-2014 GASB Comprehensive Implementation Guide 
further clarifies the application of Statement No. 61: 
 

4.26.2. Q—In evaluating whether it would be misleading to exclude an organization 
from a reporting entity, pursuant to the provisions of paragraph 41 of Statement 14, 
as amended, should the method of display (blending or discrete presentation) be 
considered? (Q&A14-76) [Amended 2003, 2004, and 2012] 
 
A—Paragraph 41 of Statement 14, as amended, states that determining whether it 
would be misleading to exclude an organization is a matter of professional 
judgment, taking into consideration all relevant factors, with the focus generally 
being on financial relationships. The decision to include or exclude should be based 
on all pertinent considerations, including the organization's significance in relation 
to the primary government and the extent to which the organization is financially 
integrated with the primary government. Because of the differences in the 
relationships that a primary government has with blended component units versus 
discretely presented component units, it is more likely that it would be misleading 
to exclude an organization that would be blended than it would be to exclude one 
that would be discretely presented. 

 
Please feel free to contact your regional CFAE representative if you have any questions, etc. 
 


