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January 30, 2015

Sent via Electronic Mail
director@gasb.org
David R. Bean
Director of Research and Technical Activities
Project No. 19-20E
Governmental Accounting Standards Board
401 Merritt 7
PO Box 5116
Norwalk, CT 06856-5116
Re: Proposed Statement on Tax Abatement Disclosures Project No. 19-20E
Dear Mr. Bean:
On behalf of the American Federation of Labor and Congress of Industrial
Organizations (the “AFL-CIO”), I appreciate the opportunity to comment on the
Government Accounting Standards Board’s (“GASB”) exposure draft for a proposed
statement on tax abatement disclosures. In an era of fiscal strain for state and local
governments, with implications for policy makers, investors, and the general public, we
believe it is critical that the public should have full information about the costs of tax
subsidies that are provided to businesses.
While we support the proposed GASB standard, we urge you to strengthen it so
that all tax abatements are fully accounted for. Under the current definition of “tax
abatement” in the proposed standards, several kinds of business subsidies such as tax
increment financing, diverted property or sales taxes, payments in lieu of taxes, and
diverted personal income taxes would not be covered. We recommend that GASB
adopt stronger language to clarify that all abatement programs that reduce tax revenues
to state and local governments will be subject to reporting.
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We also believe the proposed standard should require government entities to
report on the long-term cost of tax subsidies for businesses at the present value of total
future liabilities. The current proposed rule requires reporting only a single year
snapshot of lost revenue. GASB’s other rules, such as for pensions and other postemployment benefits, require projections about future liabilities. Because economic
development programs often commit future revenues for 10 to 20 years, the long-term
tax break agreements by states and municipalities should also be fully accounted for.
Any other approach would be inconsistent with the position that GASB has taken on
other matters that is has determined are long-term liabilities.
Finally, we recommend that the GASB standard require recipient-specific
disclosure of material tax abatements. Recipient-specific disclosure is necessary so
that users of GASB statements can better understand the nature of, and risks
associated with, a particular government’s economic development portfolio, since in
many cases very few recipients receive a disproportionate share of a government’s tax
abatements.
Thank you for the opportunity to comment on the GASB Proposed Statement on
Tax Abatement Disclosures Project. If I can provide any additional information on the
AFL-CIO’s views, please contact me at (202) 637-3953.

Sincerely,

Damon Silvers
Director of Policy and Special Counsel
AFL-CIO

