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Introduction

• Importance of Financial Statements

– Financial  accounting and financial reporting

– Demonstrate stewardship to taxpayers and creditors

– Accountability of Elected officials

• Remain Financially solvent

• Compliance with laws and regulations
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Financial Reporting
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• GASB-Governmental Accounting Standards Board
– Rule-making body that issues pronouncements after following a specified 

procedure of review and comment. Pronouncements known as Generally 
Accepted Accounting Principles or GAAP

• Governmental Accounting Standard Board (GASB) Concepts 
Statement #1 (1987): Objectives of Financial Reporting

• Accountability is the paramount objective of governmental financial 
reporting - the objective from which all other financial reporting 
objectives flow

• GASB requires that every governmental entity prepare and make 
public an Annual Financial Report.

• These reports provide a sense of the municipality’s finances and 
how they are managed.
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Why is GAAP Important?

• Maintaining citizen confidence in our financial 
stewardship requires credibility and integrity in our 
accounting and financial reporting systems.

• Following industry standards is an essential 
foundation in gaining and sustaining this trust. 
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CAFR

• Comprehensive Annual Financial Report 

– Encompasses all funds and accounts of the 
primary government and all discretely presented 
component units. 

– Official annual report should also contain 
introductory information and schedules as 
necessary to demonstrate compliance with legal 
provisions. Should also contain notes to the 
financial statements.

– Should contain report of the independent auditor



Reporting Model
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Financial Reporting Model
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Independent Auditor’s Opinion

• Report on the Financial Statements

• Management’s Responsibility for the Financial 
Statements

• Auditors’ Responsibility

• Opinions

• Other Matters
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Independent Auditors’ Report
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Auditor’s Opinion

• (Found in Auditor’s Report following Transmittal in 
CAFR, Before MD&A)
– Qualified or Unqualified (New Term Unmodified Opinion)

• Unqualified opinion — The unqualified opinion has no 
reservations concerning the financial statements. This is also 
known as a clean opinion meaning that the financial 
statements appear to be presented fairly. 

• Qualified opinion — This means that the auditor has taken 
exception to certain current-period accounting applications or 
is unable to establish the potential outcome of a material 
uncertainty. 



Government-wide Statements
• Consolidated financial 

statements for all of the 
government’s operations

• Full accrual basis of 
accounting

• Not presented on fund 
basis; two major 
activities
– Governmental
– Business-Type
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• Net Position focus:
– Assets‐Liabilities =         
Net Position

• Excludes interfund
transactions (like internal 
service funds) and fiduciary 
funds

• Costs shown both “gross” 
and “net” of related 
revenues such as fees and 
grants



Statement of Net Position

• Illustrates what you own 
and how much you owe.

• Assess your present 
financial status and 
future outlook.

• Trend over several 
years provides sense of 
financial heath.



Statement of Net Position – Capital Assets

• Additions typically represent 
the purchase or addition to 
assets owned by the 
government.

• Deletions represent the sale 
or disposal of assets or, in 
the case of construction in 
progress, the classification 
to asset categories.

• Importance – Are you 
reinvesting in your assets?



Statement of Net Position – Long-term Obligations 

• What does changes 
in your long-term 
obligations 
represent?
– Bonds and notes 

payable
– Employee obligations
– New GASB 

statements on OPEB
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Statement of Activities

• Functional expenses offset by program revenues

− Charges for services

− Operating grants and contributions

− Capital grants and contributions



Statement of Activities
• Identify cost to 

provide services to 
citizens.

• Difference between 
general and 
program revenues.

• What are the 
causes in your 
changes in financial 
position.

• Does the changes 
make sense?  What 
does it potentially 
mean to financial 
statement users?



Fund Statements

• Presented on fund basis
• Similar to Former model

– Modified accrual for 
governmental funds

– Full accrual for proprietary 
funds
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• Focus on major (large) 
individual funds rather 
than combined fund 
type

• Detailed reconciliation 
between the two 
statements required

Meet Stewardship and Accountability Concerns
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Fund Types

• Governmental Funds (New GASB 54 definitions)
– General-Account and report for all financial resources not 

accounted for or reported in another fund.
– Special Revenue-Accounts and report for proceeds of 

specific revenue sources that are restricted or committed 
to expenditure for a specified purpose other than debt 
service or capital projects. ex: grants

– Debt Service-to account for and report resources that are 
restricted, committed or assigned to expenditures for 
principal and interest

– Capital Projects-to account and report financial resources 
that are restricted, committed or assigned to expenditures 
for capital outlays.
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Fund Types

• Proprietary Funds
– Enterprise-to account for operations that are operated 

and financed in a manner similar to a private business 
enterprise. Ex: Water and Sewer Funds.

– Internal Service-to account for the financing of goods 
and services provided by one department of the 
government to the other departments, usually on a 
cost-reimbursement basis.Ex: Fleet Maintenance, or 
Data Processing Services.



Balance Sheet – Governmental Funds

• More detailed look at 
your finances, 
concentrating on 
short-term view of 
basic services 
provided.

• Major fund activities 
reported

• Fund balance 
components.
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Fund Balance



Balance Sheet – Fund Balances

• General fund focus versus 
governmental fund focus.

• What does fund balance 
(and its categories) 
represent?

• Impact on general fund 
financing cash deficits of 
other governmental funds 
(potentially reporting as 
nonspendable)

• Unassigned deficits, what 
does that mean and is this a 
problem?



Statement of Revenues, Expenditures and Changes 
in Fund Balances

• Focus of statement is 
cash and other 
financial resources 
received within or 
shortly after the year 
while expenditures 
represent services 
and goods received 
and due to employees 
and creditors.

• Focus on net change 
in fund balance, and 
primary reasons.



Statement of Revenues, Expenditures and 
Changes in Fund Balance – Budget and Actual

• How did your 
budget change 
during the year?

• How does your 
actual results 
compare to the 
approved 
budget?

• Understanding 
your levels of 
budgetary control.



Proprietary Funds – Statement of Net Position

• Measurement basis consistent with government-wide 
financial statements.

• Enterprise and internal service funds.



Proprietary Funds Statement of Changes in Net 
Position

• Analysis of 
operating 
revenues and 
expenses.

• Non-operating 
activities
– What does non-

operating mean?

• How should you 
evaluate?
– Regulated utilities
– Other operations



Proprietary Funds – Statement of Cash Flows

• Key financial 
statement to 
identify sources 
and uses of cash 
compared to 
operations.

• Identify future cash 
needs and ability 
of operations to 
meet obligations.



Notes to Financial Statements

• Notes complement your financial statements.
• Provide additional detail, including key accounting 

policies
• Details of invested funds
• Details on Interfund Transfers
• Details on Receivables and Payables between funds
• WRS footnote expands from one page to five pages.  
• Details of Fund Balances



Required Supplemental Information

• Management’s Discussion and Analysis (MD&A)
– Classified as required supplementary information, but it is 

usually found toward before the Financial statements.
– Introduction and overview of your financial statements
– Summarizes the major events of the year 
– Compares current financial year to previous year  
– Increased comprehension by readers of your financial 

statements
– Looks to the future and explains how current circumstances are 

expected to affect the government as times passes.
• Budgetary comparisons
• Other Post-employment Benefits (OPEB)
• Pension Information (Disclosures – new for 2015)



Other Information

• Supplemental Information
– Combining statements of non-major funds
– Individual fund financial statements 

• Statistical Section (CAFR)
– Historical trend data
– Demographics and other data



Presentation to Councils or Boards

• Details and Distribution of Fund Balances
• Historical Trend on the Spendable Fund Blances
• General Obligation Debt Outstanding

– % of Debt Limit
– Debt per capita
– Debt as a % of Operating Expenses

• Trends in Revenues
• Breakout of Revenues
• Trends in General Fund Expenditures
• Distribution of Expenses
• Trends in Net Position of Governmental Activities

31



262-796-6166
dgunderson@ehlers-inc.com

Dawn Gunderson, CPFO, 
CIPMA
Senior Municipal Advisor

32


