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Learning Objectives 

• Brief overview of governmental financial statements 
• Discuss basic analysis of governmental financial 

statements 
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Core Differences between FASB & GASB 

FASB 
• Focus on Economic Events 
• Long-term and short-term 

reporting the same 
 

GASB 
• Budget-Focused 

(Accountability) 
• Current Resources (cash or 

near cash) 
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Do we know the Accounting Equation? 

Assets Liabilities Equity 

Assets Deferred 
Outflows Liabilities Deferred 

Inflows 

Net 
Position or 

Fund 
Balance 
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Accrual vs. Modified Accrual 
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Full Accrual (FASB and GASB) Modified Accrual (GASB only) 

Recognize economic events regardless of 
when cash is received or paid 

Focus on cash or near cash transactions 

Capital Assets / PP&E / Fixed Assets are 
recognized 

Purchase of capital assets are expensed 

Long-term liabilities are recorded Principal and interest payments are 
expensed, debt proceeds are other 
sources (i.e. revenue) 

Revenue is recognized when economic 
event occurs 

Revenue is recognized when measurable 
and expected to be collected near term 

Expense is recognized when economic 
event occurs 

Expenditures are recognized when 
incurred with some exceptions 
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Brief Overview of Fund Types 
• Governmental fund category  

– General fund  
– Special revenue funds  
– Capital projects funds  
– Debt service funds  
– Permanent funds  
 

• Proprietary fund category 
– Enterprise funds  
– Internal service funds 

7 

• Fiduciary fund category 
– Pension (and other 

employee benefits) trust 
funds 

– Investment trust funds 
– Private-purpose trust funds 
– Agency funds 
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Major Funds vs. Non-Major Funds 

• Significant 5%/10% require 
separate column 

• General Fund always major 
Major 
Funds 

• Reported in aggregate 
• Detail of these funds can be 

found in the combining 
statements 

Non-Major 
Funds 

8 

Audit Note: Opinion and materiality coincide with major and non-major funds 
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Component Units (conceptually similar to VIE) 

• Included in the financial 
statements of the primary 
government as if it is part of the 
reporting entity 

Blended 
Component Unit 

• Separately reported on the 
government-wide financial 
statements and separate 
footnotes  

Discretely 
Presented 

Component Unit 

9 
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Example Governmental  
  Financial Statements 

10 

Governmental 
Financial 

Statements 

Management 
Discussion 

and Analysis 

Government-
Wide 

Statements 
(Full Accrual) 

Fund 
Statements 
(Modified/ 
Full Accrual 
and Budget) 

Other 
Required 

Supplemental 
Information 

Combining 
Schedules 

Statement of 
Fiduciary Net 

Position 

SEFA and 
Other 

Information 
(Optional) 
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What is a CAFR? 

• Comprehensive Annual Financial Report (CAFR) 
• All the requirements of GAAP and more 
• CAFRs are optional. They are reviewed by a GFOA 

reviewer and receive a Certificate of Achievement for 
Excellence in Financial Reporting  

• 109 page checklist of requirements 
• Adds the following elements: 

– Transmittal letter 
– Statistical section 
– More clarity in reporting and disclosures 

11 
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Analyzing Governmental Financial Statements 
Where do you start? 
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General Understanding of the Government 

• Management Discussion and Analysis 
– 2 Year comparison, with an emphasis on the current year 
– Separate section for capital assets and debt 
– Economic conditions and current known facts, conditions, 

or decisions (includes subsequent events) 
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Excerpt From FY2013 MD&A 
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NYC Subway Example 

15 

Does my $31 NYC 
Subway ticket cover 
the cost of my ride? 
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Statement of Activities for NYC 2015 
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Statement of Activities for NYC 2015 
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NYC Subway Analysis 

• Fees for service (includes my $31 ticket) covers 
approximately 43% of my ride 

• Grants cover approximately 25% of transportation 
services 

• $805 million or 32% of transportation costs are paid 
for by general revenues (taxes) 
– Thank you taxpayers of NYC! 

• My ticket should cost $72 for a 7-day pass 
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City of Flint, Michigan Example 

19 

Water Supply 
Division Financial 

Statements 
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A look at the Flint, Michigan Water Fund 

20 

• $26.4 million in total net position 
– $21.2 million is invested in capital assets 
– $2.4 million is restricted for debt service 
– $2.0 million was restricted for capital improvements 
– $0.8 million is unrestricted net position 

• $41.3 million in operating expenses 
• $1.1 million transfer to general fund to cover general 

governmental services 
 



©
20

15
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P 

WEALTH ADVISORY  |  OUTSOURCING  |  AUDIT, TAX, AND CONSULTING 

A look at the Flint, Michigan Water Fund 

21 

• Is the Water Supply Division financially healthy? 
• If you were advising a client with operations in a city 

similar to Flint, what types of discussions should you 
be having? 

• Should the city be transferring funds from the Water 
Supply Division to the General Fund? 

• How else can the City balance the budget – 
increased taxes, increased user fees, decrease in 
services? 
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Statistical Section 
• 10-year Analysis of Net Position, Revenues, and  

Expenses 
• Value of taxable property 
• Tax rates 
• Top 10 property owners determined by value 
• Collection rate of taxes 
• 10-year analysis of debt and debt per capita 
• Other debt ratios and pledged revenues for debt 
• Other demographic information for the government 

(top employer, number of employees, etc.) 
 22 
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Questions? 
 
Lance Schmidt, CPA, CFE, Principal 
Direct 863-680-5634 
Lance.Schmidt@CLAconnect.com 
 
 

http://www.twitter.com/CLA_CPAs
http://www.facebook.com/CliftonLarsonAllen
http://www.linkedin.com/company/cliftonlarsonallen
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