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Background
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Key GAAP References

Codification Sections 2100�Defining the Financial Reporting 
Entity, 2600�Reporting Entity and Component Unit 

Presentation and Disclosure, and 1300�Fund Accounting

Statement No. 14, The Financial Reporting Entity

Statement No. 39, Determining Whether Certain Organizations Are Component 
Units

Statement No. 61, The Financial Reporting Entity: Omnibus

Statement No. 80, Blending Requirements for Certain Component Units

Statement No. 84, Fiduciary Activities

Statement No. 90, Majority Equity Interests

Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial 
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans
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Financial reporting 
entity (FRE)

Primary 
government (PG)

Component unit 
(CU)

Key Terminology
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Primary Governments and 
Component Units



CARR, RIGGS & INGRAM® CRIADV.COM  7

The Boundaries of the Financial Statements

Primary 
government

Governmental 
activities

(including blended 
component units)

Business-type 
activities

(including blended 
component units)

Fiduciary
activities

(not included in the
Government-wide 

financial statements)

Discretely 
presented 

component
units

Financial
Reporting

entity
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What Is a Primary Government?

1

2

3

All state governments and general purpose local 
governments (municipalities and counties)

A special-purpose government (e.g., a school 
district or a park district) that meets all of the 
following criteria:

� Has a separately elected governing body
� Is legally separate
� Is fiscally independent of other state and local governments

A primary government may include other legally 
separate organizations�component units
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An organization has 
separate legal standing if:

It is created as a body corporate 
or a body corporate and politic, or

It otherwise possesses the 
corporate powers that would 
distinguish it as being legally 
separate from the primary 

government

Corporate powers give an 
organization:

The capacity to have a name

The right to sue and be sued in its 
own name without recourse to a 
state or local governmental unit

The right to buy, sell, lease, and 
mortgage property in its own 

name

Legally Separate
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Fiscally Independent

Fiscal independence means a government has 
the authority to do all of the following without 
substantive approval by a primary government:

Determine 
its budget

Levy taxes 
or set rates 
or charges

Issue
Bonded 

debt
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Component Units

A component unit is a legally separate 
organization�often another 

government�that is included in the 
primary government�s financial 

statements because:
� The primary government is financially accountable for it

� It exists for the benefit of the government and/or its constituents

� Excluding it would cause the financial statements to be misleading

or

or
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Which entities are 
component units?
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A PG is financially accountable for a legally separate organization when:

It appoints a voting majority of the organization�s governing body 
and (1) can impose its will on the organization and/or (2) there is 
a financial benefit/burden relationship with the organization

The organization is fiscally dependent on the PG and there is a 
financial benefit/burden relationship

It holds a majority equity interest in the organization that does 
not meet the definition of an investment

What Does It Mean to Be Financially Accountable?

and/or

and/or
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Terminology: Appointing a Voting Majority

A voting majority often is a simple majority of the 
organization�s governing board, unless a greater 
proportion is required for financial decisions

The PG�s appointment authority must be 
substantive�i.e., not merely confirming 
appointments made by others or selecting from a 
slate of candidates

If the PG makes initial appointments but does not 
have continuing appointment authority, it is 
financially accountable if it can unilaterally abolish 
the organization
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Some governmental entities, such as pension 
plans, may not have a governing body or 

board. Does that mean the �appoints a voting 
majority� criterion cannot apply?

If the pension plan is administered through a 
qualifying trust and the PG performs the duties 

that a governing board would typically perform, it 
is the same as appointment of a voting majority

No Governing Body

NO
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Terminology: Imposition of Will

Imposing its will means the PG is able to significantly 
influence the organization�s programs, projects, 
activities, or level of services

Any of the following abilities indicates imposition of 
will:

� To remove appointed board members at will
� To modify or approve the budget and/or rate or fee changes
� To veto, overrule, or modify board decisions
� To appoint, hire, reassign, or dismiss management

Such abilities must be substantive and not merely 
ministerial or compliance
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Terminology: Financial Benefit or Burden

Financial benefit or burden relationship means 
there is the potential for the organization to provide 
specific financial benefits to or impose specific 
financial burdens on the PG

The benefit or burden may result from legal 
entitlements or obligations, or may be less 
formalized and exist because of decisions made by 
the PG or agreements with the organization

The effect of a financial benefit or burden can be 
direct (the PG is entitled or obligated) or indirect 
(one or more of the PG�s component units are 
entitled or obligated)

CARR, RIGGS & INGRAM® CRIADV.COM  18

Financial Benefit or Burden (continued)

There is a financial benefit or burden relationship when the 
PG is any of the following:

Legally entitled to or can otherwise access the 
organization�s resources

Legally obligated or has otherwise assumed the 
obligation to finance deficits of the organization or to 
provide financial support

Obligated in some manner for the organization�s debt

Legally obligated or has otherwise assumed the 
obligation to contribute to a defined benefit pension or 
OPEB plan administered through a trust that meets the 
GASB criteria
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Financial Benefit or Burden (continued)

The ability to access the organization�s resources�
regardless of whether there was an actual transaction�
is the important factor for determining that a PG is 
legally entitled to an organization�s resources

A residual interest in an organization�s net assets in the 
event it dissolves is not equivalent to being entitled to 
its resources (i.e., it is presumed the organization is a 
going concern)
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Financial Benefit or Burden (continued)
Being obligated in some manner for the debt of an 
organization means a PG:
� Is legally obligated to assume all or part of the debt in the event of a 

default, or
� Has taken or indicated it will take action to assume secondary liability for 

all or part of the debt

The obligation can be express or implied

Conditions indicating a PG is obligated include being:
� Legally obligated to honor deficiencies
� Required to temporarily cover deficiencies with its own resources
� Required to provide funding for reserves
� Authorized to provide funding for reserves and actually establishes a fund
� Identified in a bond agreement or other contract that it may cover 

deficiencies despite not being legally required to do so
� Probable that it will assume responsibility based on legal decisions with 

the state or its prior actions in similar circumstances



CARR, RIGGS & INGRAM® CRIADV.COM  21

Being obligated in some manner for the debt of an organization 
means a PG:
Is legally obligated to assume all or part of the debt in the event of a default, 

or
Has taken or indicated it will take action to assume secondary liability for all 

or part of the debt

The obligation can be express or implied

Conditions indicating a PG is obligated include being:
Legally obligated to honor deficiencies
Required to temporarily cover deficiencies with its own resources
Required to provide funding for reserves
Authorized to provide funding for reserves and actually establishes a fund
Identified in a bond agreement or other contract that it may cover 

deficiencies despite not being legally required to do so
Probable that it will assume responsibility based on legal decisions with the 

state or its prior actions in similar circumstances

Financial Benefit or Burden (continued)

CARR, RIGGS & INGRAM® CRIADV.COM  22

Fiscal independence means a government has the authority 
to do all of the following without substantive approval by a 
primary government:
Determine its budget
Levy taxes or set rates or charges
Issue bonded debt

A government is fiscally dependent if a PG has approval 
power over any of those three

A government may be fiscally dependent on a PG even if it 
doesn�t receive financial assistance 

Fiscal Independence and Dependence
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Fiscal Dependency v. Financial Reliance

A transit district receives almost half of its revenue from an 
operating subsidy from the county. Does that mean the 

district is fiscally dependent on the county and should be 
reported as its component unit?

Financial reliance is not the same thing as fiscal 
dependence or financial benefit/burden. An organization 
may rely heavily on revenue from a government and not 

meet the criteria for fiscal dependence. Likewise, an 
organization may be fiscally dependent on a government 

but receive no revenue from it.
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Majority Equity Interest

Financial interest in a legally separate organization is 
evidenced by ownership of shares of stock or having 
an explicit, measurable right to net resources of the 
organization

An investment is a security or other asset that (a) a 
government holds primarily for the purpose of 
income or profit and (b) has a present service 
capacity based solely on its ability to generate cash or 
to be sold to generate cash

A PG is financially accountable if it holds a 
majority equity interest in an organization that 
does not meet the definition of an investment
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A county seeks a new revenue 
source by buying a majority share of 
a real estate development firm that 
converts industrial and commercial 
buildings into residential units and 

sells them. Is the firm a CU? 

The county intends to profit on the 
sales, not to provide public housing. 
Its majority share of the firm is an 

investment.

Majority Equity Interest (continued)

A county purchases an asphalt 
business with a group of cities, 

taking a 60% stake. Is the business a 
CU? 

If the purpose of the purchase is to 
lower the cost to the governments of 

acquiring asphalt for road 
construction and repair projects, 

rather than to sell the asphalt.

NO YES
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If the PG is not financially accountable, a tax-
exempt organization is a component unit if all of

the following are true:

Its resources are entirely for direct benefit of 
the PG, or the PG�s CUs or constituents

The PG or its CUs can access or is entitled to 
a majority of the organization�s resources

The resources are significant to the PG

What Does It Mean to Exist for the Benefit of the 
Government and/or Its Constituents?

and

and
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Misleading to Exclude

If an organization is not required to 
be treated as a CU based on the 
preceding criteria, a PG should 
include it as a CU if it would be 
misleading to exclude the 
organization

In other words, leaving out the 
organization would cause the 
PG�s financial statements to be 
misleading
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Multiple PGs

If an organization meets the criteria for inclusion as a CU for 
two PGs, should both include it in their financial 

statements?

Organizations may be included as a CU in only one financial 
reporting entity. Professional judgment should be used in 

evaluating which government includes it. Fiscal dependency 
is usually the determining factor (assuming there is also a 

financial benefit/burden relationship).

NO
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Related Organizations

Organizations for which a 
PG is accountable 
because it appoints a 
voting majority, but is not 
financially accountable, 
are related organizations

The PG should disclose in 
notes the nature of its 
accountability for related 
organizations
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Professional Judgment

Applying the FRE standards requires a lot of professional 
judgment. Can a PG determine that a legally separate 

entity is not a CU based on professional judgment?

A PG may use its professional judgment to determine that 
a legally separate entity that does not meet any of the 

specific criteria should be included as a CU (�misleading to 
exclude�), but it may not use professional judgment to 

omit an entity that meets the CU criteria.

NO
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How are component 
units reported?
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Discrete Presentation v. Blending

The default 
option for 
reporting a 
CU in the 

PG�s 
financial 

statements 
is discrete 

presentation

Discrete 
presentation 

involves 
displaying 
the CU in a 
column or 
row after 

the total for 
the PG

PGs with 
multiple 
DCPUs 

generally 
will combine 
them into a 

single 
column or 

row

CUs that 
meet the 

criteria for 
blending are 

reported 
within the 

PG
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Blending

CUs that meet the blending criteria are reported in 
both the government-wide and fund financial 
statements

A blended CU often is reported as a single fund by 
the PG

However, if the CU reports funds, then they should 
be reported among the appropriate funds of the PG
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When Is a Component Unit Blended?

Governing bodies are substantively the same
� Financial benefit/ burden relationship and/or
� PG has operational responsibility for CU

CU provides services entirely or almost entirely to 
the PG

CU exclusively or almost exclusively benefits PG
� But CU does not provide services to PG
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When Is a Component Unit Blended? (cont.)

CU�s outstanding debt is expected to be repaid 
entirely or almost entirely by resources of PG

CU is an NFP corporation in which the PG is the sole 
corporate member
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Reporting a CU�s Funds

If a blended CU reports multiple funds, including a 
general fund, should the PG report two general funds?

A PG should report only a single general fund. The 
general fund of the CU usually will be reported as a 
special revenue fund. The PG also reports any other 

funds of the CU.

NO
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Major Fund Reporting

If a CU meets the criteria for blending and is included 
as a special revenue fund, should it always be 

reported as a major fund?

Only if it meets the quantitative thresholds for major 
fund reporting. It should be evaluated against that 

threshold like any other governmental fund.
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A CU is determined to be �major� based on the 
nature and significance of its relationship to the PG; 

for instance:

� The services provided by the CU to the citizenry are such that 
separate reporting as a major CU is considered essential to 
financial statement users

� There are significant transactions with the PG, or 
� There is a significant financial benefit or burden relationship 

with the PG

Identifying Major Component Units
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Major component units should be reported in basic 
financial statements, either:

� On the face of the financial statements, if it does not reduce 
their readability, or

� In combining financial statements, following the fund 
financial statements

The option to disclose major component units in 
condensed financial statements in the notes was 
eliminated by Statement 103

Reporting Major Component Units

Presentation of Major Component Units in Government-Wide Financial 
Statements



Presentation in Government-Wide Financial Statements

Combining Statement of 
Net Position �
Major Component Units

Illustration from 
Statement 103



Combining Statement of Activities �
Major Component Units

Illustration from 
Statement 103
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BTA Reporting

A university reporting single-column financial statements 
has a component unit that meets the blending criteria. 
Should the component unit be reported in combining 

financial statements with the basic financial statements?

No. A blended component unit of a business-type activity is 
blended by consolidating it within the single column of the 
primary government and presenting condensed combining 

information in notes to financial statements

NO
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Different Fiscal Years

If a component unit has a different fiscal year from the 
primary government, which year�s component unit 

financial statements should the primary government 
incorporate into its financial reporting entity?

Generally, the primary government should 
incorporate financial statements for the component 

unit�s fiscal year ending during the primary 
government�s fiscal year
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Reporting Nonmajor Component Units

If major component units are presented in combining 
statements, nonmajor component units should be 
aggregated in a single column

Governments that prepare an ACFR should present 
combining statements of nonmajor component units 
as supplementary information (other governments 
may do so optionally)
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Reporting Fiduciary Component Units

Fiduciary component units 
are reported only in the 
fiduciary fund financial 

statements of the primary 
government

If a fiduciary component unit 
has fiduciary component 
units of its own, it should 

include the combined 
information of its fiduciary 

component units, 
aggregated with the primary 
government�s fiduciary funds 
based on the classifications 

of fiduciary funds
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Component Units of Component Units

If a component unit has component units of its own, 
data from all of its component units should be 
included when it is incorporated into the financial 
reporting entity�s financial statements

The reporting requirements for component units 
should be applied in layers �from the bottom up�



CARR, RIGGS & INGRAM® CRIADV.COM  49

Example

School district with 
a component unit 
applies the 
definition and 
display standards 
to the component 
unit

Municipality 
applies the 
definition and 
display standards 
to the school 
district�s financial 
reporting entity

The school 
district�s financial 
reporting entity is 
rolled up into the 
city�s financial 
statements

A city government reports a school 
district as a component unit
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Transactions between PG and CU

How should transactions between a primary government and its component 
units be reported in the financial statements of the financial reporting entity?

Resource flows between the primary government and blended component 
units should be reported as internal activity 

Balances owed between the primary government and discretely presented 
component units should be reported as �due to/from DPCUs/PG� separately 

from interfund balances

Transactions between discretely presented component units and the primary 
government should be reported similarly to external transactions (e.g., 

revenue and expenses)
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Notes, RSI, and SI
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Brief 
description 
of all
component 
units and 
their 
relationships 
to the 
primary 
government

Rationale 
(which 
criteria) for 
including 
each 
component 
unit

Method of 
reporting 
for each 
component 
unit 
(blended, 
discrete, 
fiduciary)

Information 
on how to 
obtain 
separate 
financial 
statements 
for 
individual 
component 
units

Nature & 
amount of 
significant 
transactions 
of major 
component 
units with 
primary 
government 
and/or other 
component 
units 

Required Disclosures

1 2 3 4 5
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Notes and required supplementary information should 
distinguish between the primary government (including its 
blended component units) and its discretely presented 
component units

Notes essential to fair presentation include:

� Governmental activities, business-type activities, major funds 
individually, and nonmajor funds in the aggregate (including blended 
component units)

� Major discretely presented component units, considering the nature and 
significance of each discretely presented component unit�s relationship to 
the primary government

Component Units in Primary Government Notes & 
RSI & the Statistical Section
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Determining which discretely presented component unit disclosures 
are essential to fair presentation is a matter of professional judgment 
and should be done on a case by case basis*

Determining whether to discuss a component unit in MD&A is a 
matter of professional judgment based on nature and significance of 
the component unit�s relationship to the primary government

� If appropriate, MD&A should refer readers to the component unit�s
separately issued financial statements

The same criteria for notes and RSI should be applied to the statistical 
section

Component Units in Primary Government 
Notes & RSI & the Statistical Section (cont�d)
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Identifying fiduciary 
activities
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Fiduciary Activities

Generally, activities in which a government acts in a 
trustee or custodial capacity for resources that 
belong to individuals or other entities

If the activity meets the criteria for fiduciary 
activities, it should be reported in fiduciary funds 
financial statements (not in the government-wide 
financial statements)
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Overview: Four Paths to Fiduciary Activity

Are the assets  
held by a 
component unit?

Fiduciary
1 + 2

Is it 
pension or 

OPEB?

Does it 
meet GASB 

criteria?

Y
e
s

No
Not

Fiduciary

Is it 
pension or 

OPEB?*
Fiduciary

3 + 4

Y
e
s

*And the government controls the assets
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When Are Activities Considered Fiduciary?

Assets are held by a legally separate entity that meets 
the definition of a component unit

Assets are NOT held for pension or OPEB 
arrangements, and

Assets are held for pension or OPEB 
arrangements

The assets are at least one of these:
� Held in a trust or equivalent and the 

government itself is not a beneficiary
� For the benefit of individuals and the 

government does not have direct 
administrative involvement or direct financial 
involvement

� For the benefit of organizations/ 
governments that are not part of the financial 
reporting entity
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When Are Activities Considered Fiduciary? (cont�d)

Assets are NOT held by a legally separate entity that 
meets the definition of a component unit

Assets are NOT held for pension or OPEB arrangements, 
and

Assets are held for pension or 
OPEB arrangements, and

The government controls the assets, and

Assets are NOT derived solely from the government�s own-source 
revenue, and

Assets are NOT derived solely from government-mandated or 
voluntary nonexchange transactions, except for pass-through grants 
for which the government does NOT have administrative or direct 
financial involvement, and

The government controls the assets

The assets are at least one of these:
� Held in a trust or equivalent and the government itself is not a 

beneficiary
� For the benefit of individuals and the government does not have 

direct administrative involvement or direct financial involvement
� For the benefit of organizations/ governments that are not part of 

the financial reporting entity
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A government has administrative involvement if, for 
example:

� It monitors compliance with the requirements of the activity 
� It determines eligible expenditures 
� It has the ability to exercise discretion over how assets are 

allocated

A government has direct financial involvement with 
the assets if, for example, it provides matching 
resources for the activities

Administrative and Financial Involvement
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A government controls the assets if one or both of the following 
are true:

� It holds the assets
� It has the ability to direct the use, exchange, or employment of the assets 

in a manner that provides benefits to the recipients

�Use� means expending or consuming an asset for the benefit 
of others, apart from providing services to them

Appointing a designee to act on the government�s behalf is not 
relevant to the government�s ability to use, exchange, or 
employ the assets

Use restrictions on the assets do not mean a government does 
not have control

Control of Assets
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Reporting Split-Revenue Activities

How should a government report an activity in which it splits 
the revenue 50-50 with another entity, whose portion is held in 

a trust?

The government has two options:

Report two separate funds, with the assets belonging to the 
external entity in a private-purpose trust fund, OR

In a special revenue fund, with the assets belonging to the 
external entity reported as a liability 
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Reporting Fiduciary Activities
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NEVER in the government-wide financial 
statements

ONLY in the fiduciary funds financial statements

Fiduciary funds are aggregated into one of four 
classifications:
� Pension and other employee benefit trust funds
� Investment trust funds
� Private-purpose trust funds
� Custodial funds

Reporting Fiduciary Activities
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Fiduciary Funds

Custodial*
Private-Purpose 
TrustInvestment Trust

Pension and 
Other Employee 
Benefit Trust

Resources held by the 
reporting government 
in a purely custodial 
capacity 

All other trust 
arrangements under 
which principal and 
income benefit 
individuals, private 
organizations, or 
other governments

The external portion 
of investment pools 
reported by the 
sponsoring 
government

Resources that are 
required to be held in 
trust for the members 
and beneficiaries of 
pension and OPEB 
plans

Fiduciary Fund Classifications

*Previously �agency 
funds�

Needs to be administered through a trust that 
meets the criteria in Codification Section 1300, 

¶112�114 or the pensions/OPEB standards
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For Pensions and OPEB

� Contributions from 
employers and nonemployer 
contributing entities to the plan 
and earnings on those 
contributions are irrevocable

� Plan assets are dedicated to 
providing benefits to plan 
members in accordance with 
the benefit terms

� Plan assets are legally protected 
from the creditors of the 
employers, the nonemployer 
contributing entities, plan 
members, and the plan 
administrator

Other Arrangements

� At least one of these applies to 
the assets:
� Held in a qualifying trust and 

the government itself is not a 
beneficiary

� For the benefit of individuals 
and the government does not 
have direct administrative 
involvement or direct financial 
involvement

� For the benefit of 
organizations/governments 
that are not part of the 
financial reporting entity

Trust Criteria
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Contractor-Related Items

If a contractor gives a city an assurance deposit or 
performance bond, or the city retains a percentage of 

amounts billed, should the assets be reported in a 
custodial fund?

Although the city is holding the assets, they are the 
result of an exchange transaction between the 

contractor and the city. The city is holding the assets 
for its own benefit.

NO
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Short-Run Exception

Are there any circumstances under which a custodial fund 
activity does not have to be reported in a custodial fund?

BTAs and enterprise funds may report assets with a corresponding liability that 
otherwise should be reported in a custodial fund if those assets, upon receipt, 

are normally expected to be held for three months or less

If a BTA/fund chooses this option, it should separately report significant 
additions and deductions as cash inflows and cash outflows, respectively, in 

the operating activities category of its statement of cash flows

YES
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There is no universal answer to the question, �Are 
student activity funds a fiduciary activity?�

The GASB has published at least 12 Q&As to address 
various permutations (Section 1300, ¶716-17 to 716-24, 
716-27, 716-29, 716-31, and 716-36) based on:

� Whether the student activity funds are legally separate
� Who holds the assets
� Who decides what fees can be charged
� Who decides how resources may be spent
� Whether there are policies covering how resources may be spent

Student Activity Funds

Statement of 
Fiduciary Net 
Position



Statement of 
Changes in 
Fiduciary Net 
Position

Combining Statement of Fiduciary Net Position�Private-Purpose 
Trust Funds



Combining Statement of Changes in Fiduciary Net Position�
Private-Purpose Trust Funds
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Resources
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Codification Section 2100, paragraph 901

Note: This flowchart is nonauthoritative.
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GASB Statements 103, 104, and 105
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June 30 to November 30 FYEs

78
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December 31 FYEs

79
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January 31 to May 31 FYEs

80



Statement No. 103, Financial Reporting Model 
Improvements
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What�s in Statement 103?

Management�s 
discussion and analysis

Proprietary funds statement 
of revenues, expenses, and 
changes in fund net position

Unusual or 
infrequent items

Major component
units

Budgetary comparisons
� Presentation
� Operating v. nonoperating
� Statistical section
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Overall Aims of the MD&A Revisions

Increase the number of people who can read 
and understand it by:

� Reducing repetition where possible
� Focusing on explaining why changes occurred
� Eliminating boilerplate language

Clarify for governments what information 
should be included
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MD&A�s Intended Reader Has Changed

Reader of MD&A

� May not know 
governmental 
accounting and 
financial reporting 
or the geographic 
area

Reader of the rest of 
the report

� Presumed to have 
(or a willingness to 
obtain) a reasonable 
understanding of 
government and 
public finance 
activities and the 
fundamentals of 
financial reporting
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Target Reader

Finding the right level for the target reader

Search for �accounting-ese� in your most recent 
MD&A and either replace it or explain it plainly

Ask non-finance staff to read MD&A and highlight 
parts that are challenging to understand

Use AI (cautiously)
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Target Reader (continued)

Person who 
does not 

know 
governmental 

accounting 
and financial 

reporting 

Person who is 
unintelligent 

and/or 
uninterested
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Required Components of MD&A

Overview of the Financial Statements 

Financial Summary

Detailed Analyses

Significant Capital Asset Activity

Significant Long-Term Financing Activity

Currently Known Facts, Conditions, or Decisions
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Required Components of MD&A

� Explains the relationships of the 
statements to each other and 
the significant differences in the 
types of information the 
financial statements provide (if 
the agency reports fund financial 
statements)

Overview 
of the 

Financial 
Statements
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Illustration Based on Statement 103

Other Required Supplementary Information

Management�s Discussion and Analysis (required supplementary information)
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Illustration from Statement 103



CARR, RIGGS & INGRAM® CRIADV.COM  91

Financial Highlights?

Opening MD&A with a �Financial Highlights� section is 
okay but not a required component

However, we should make sure they really are 
�highlights� for the year
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What Can Be Included?

�Are we allowed to include this?�

The audit standards say RSI can include only 
things that the GASB specifically requires

The standards for the required components, 
however, are written at a relatively high level

So, which information is fair game to include, 
and which is off limits?
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What Can Be Included? (continued)

GASB standards preface the required parts of MD&A 
with �The information presented should be confined 
to the topics discussed in the five sections outlined 
below�

However, a footnote to that sentence says 
�Governments can provide additional details about 
the required topics�

Rule of thumb: If the information is clearly relevant to 
the required topics, you can include it
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Required Components of MD&A (cont�d)

� Condensed financial statements 
derived from government-wide 
financial statements that compare 
the current year to the prior year 
for both governmental activities 
and business-type activities (if 
applicable)

Financial 
Summary 

and 
Detailed 
Analyses
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Condensed Statements: Required Content

Source: Statement 103, paragraph 8b

From the 
government-

wide 
statement of 
net position

From the 
government-

wide resource 
flows 

statement
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Condensed Statements Examples

Source: Statement 103
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Condensed Statements Examples (continued)

Source: Statement 103
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Condensed Fund Statements (not required)

Source: Statement 103
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Condensed Fund Statements (not required)

Source: Statement 103
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Detailed Analyses

Government-Wide

� Analyze the overall 
financial position and 
results of operations, 
summarizing all significant
changes to both 
governmental activities 
and business-type 
activities as reported in 
the government-wide 
financial statements 

Funds

� Analyze the balances of 
each major fund, 
summarizing all significant 
financial changes in each 
major fund and addressing 
restrictions, 
commitments, and 
assignments that 
significantly affect the 
availability of resources 
for future spending
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What Is �Significant�?

Using professional judgment to determine what is 
�significant�

Percentage changes that are larger in magnitude 
than others, both positive and negative

AND, are also substantial dollar amounts

Qualitatively significant items
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�Significant�

In the context of MD&A, significant refers 
to information that would be meaningful to 

the reader and influence the conclusions 
they make based on the financial 

statements

Stated differently, significant refers to 
information that, if not discussed in MD&A, 
could result in the reader making incorrect 

conclusions
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Graphs and Charts

GASB encourages the �use of charts, graphs, and 
tables�to enhance the understandability of the 
information�

Professional judgment is necessary to determine 
when including visuals adds value

Is there a rule of thumb?
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Graphs and Charts (continued)

We shouldn�t include graphics just for the sake of 
having them

Meaningful graphics:

� Explain, clarify, or build on the narrative
� Make salient points more succinctly and understandably 

than narrative
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Graphs and Charts (continued)

This could be a valuable 
addition to the narrative

This one�not so much
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Explaining WHY

�Property taxes increased and fees for service 
decreased� is not analysis

� This so-called �ladder analysis� is not useful

The analyses should focus on explaining why
significant changes occurred and indicate the 
magnitude of those changes, in addition to reporting 
the amounts or percentages of significant changes 
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Explaining WHY (continued)

�Surface-level� explanations may not be sufficient for 
the reader to understand why a change occurred

A meaningful discussion may require drilling down 
multiple levels to reach the key factor that explains 
the change
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Property tax revenue increased 4.5% this year

Assessed value of property rose 8.2% from last year

A multiyear examination of commercial and industrial 
valuations concluded this year and resulted in overall 
increases in assessed value for those property classes

The effect on property tax revenue of the increase in 
assessed values was partially offset when the City 
Council reduced the millage rate by 0.25 mills

Drilling Down to the Best Answer

Why?

Why?

Is there anything else 
we should know?



CARR, RIGGS & INGRAM® CRIADV.COM  109

Expenses for regulatory activities decreased 10% this year

Turnover among buildings inspectors and permit 
processing staff was greater than expected, which 
resulted in lower-than-expected salary and benefit costs

The City Council offered an early retirement incentive as 
part of a plan to close a mid-year budget deficit

The shortage of inspectors and permit processors also 
affected fees and penalties revenue, which declined 15%

Drilling Down to the Best Answer

Why?

Why?

Is there anything else 
we should know?
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If the change was discussed previously in the government-wide analysis, 
or will be discussed in the capital asset or long-term financing sections, 

consider referencing that discussion rather than repeating it

If yes to both, explain why the change occurred

Did the change happen in a major fund and is it significant?

What Should Be Discussed in the Fund Analysis?
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�Clean Slate� Implementation

Implementation effort may be relatively greater for 
governments that were not fully compliant with the 
prior standards 

For example, prior to implementing Statement 103, 
some governments:

� Addressed only some funds, excluding funds that are major
� Addressed governmental funds but not enterprise funds
� Did not include a fund-level analysis at all
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Required Components of MD&A (cont�d)

� Describes significant capital asset 
activity during the year, 
encompassing both tangible and 
intangible capital assets 

Significant 
Capital 
Asset 

Activity

� Describes significant long-term 
financing activity during the year, 
encompassing debt, leases, and 
SBITAs

Significant 
Long-Term 
Financing 
Activity



CARR, RIGGS & INGRAM® CRIADV.COM  113

Significant Capital Asset Activity

Describe significant capital asset activity 
during the year, encompassing both tangible 
and intangible capital assets (e.g., right-to-use 
lease and subscription assets)�including, as 
applicable:

� Significant additions and disposals of capital assets
� Changes to commitments made to acquire capital 

assets
� Significant policy changes and economic factors 

relevant to the capital asset activity during the year
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Significant Long-Term Financing Activity

Describe significant long-term financing activity 
during the year, encompassing debt, leases, and 
SBITAs and discussing, as applicable:

� Agreements entered into
� Changes in credit ratings
� Changes to debt limitations that may affect the 

financing of planned facilities or services
� Significant policy changes and economic factors 

relevant to the long-term financing activity that 
occurred during the year
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Capital Assets and Long-Term Financings

Discussion of the types of capital assets and long-
term financings a government has may be relevant, 
but the required discussion should focus on 
significant activity during the year rather than 
amounts as of the end of the year

The liability discussion is limited to long-term 
financings and should not include other types of long-
term liabilities

� However, significant changes in other long-term liabilities 
(e.g., pensions and OPEB, compensated absences) may be 
relevant to other parts of MD&A, such as the government-
wide detailed analysis
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Required Components of MD&A (cont�d)

� Discusses things that are 
expected to have a significant 
effect on financial position or 
that are expected to produce 
significant differences from 
current-period results of 
operations

Currently 
Known 
Facts, 

Conditions, 
or 

Decisions
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Currently Known Facts, Conditions, or Decisions

Discuss currently known facts, decisions, or 
conditions that are expected to have a significant 
effect on financial position or that are expected to 
produce significant differences from current-period 
results of operations

�Currently known� refers to information management 
is aware of as of the date of the financial statements 
are issued
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Currently Known FCD: Examples

Trends in relevant economic and 
demographic data

Relevant factors used to develop the next 
year�s budget, indicating how results of 
operations are expected to change next year, 
such as:
� Changes in the total amount available for appropriation
� Changes in planned spending

Expected changes in budgetary net 
position or fund balance

Actions government has taken related to 
pensions/OPEB; capital asset plans; 

liabilities for leases, PPPs, and SBITAs; 
and other long-term financings that will 

affect the subsequent period

Actions other parties have taken 
that will affect the government, 

such as new legislation or 
regulations imposed on the 

government
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Which FCDs Should Be Included?

Not all of the examples in Statement 103 of currently 
known FCD may be relevant to your government

� Don�t automatically discuss economic trends and the next year�s 
budget, for example

A key yardstick for deciding what to discuss is whether a 
topic indicates next year�s financial position or results of 
operation will significantly change from this year

And, of course, it should be a FCD occurring in or 
relevant to the period after the FY covered in the 
preceding sections of MD&A
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Statement 103 removes the following two 
sections from MD&A:

� Significant budgetary variances � a more detailed 
discussion should be presented in notes to the 
budgetary comparison schedules in RSI (more on 
that later)

� Modified approach � for governments that use it, 
explanatory information should accompany the RSI 
schedules

Gone, But Not Forgotten
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Operating and Nonoperating 
Revenues and Expenses, 
including Subsidies Received 
and Provided
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Definitions for Revenue and Expenses

Operating
� Revenues and expenses 

other than non-operating

Nonoperating
� Subsidies received and 

provided
� Contributions to permanent 

and term endowments
� Revenues and expenses 

related to financing
� Resources from the disposal 

of capital assets and 
inventory, and

� Investment income and 
expenses

These almost always should 
have been non-operating 

previously
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Exception for Principal Ongoing Operations

Revenues or expenses that otherwise would 
be classified as nonoperating should be 
classified as operating revenues or expenses if 
the transactions constitute the entity or 
proprietary fund�s principal ongoing operations

� For example, interest revenues should be reported as 
operating revenues by a proprietary fund or entity established 
to provide loans to first-time homeowners

� However, borrowing-related costs should be reported as 
nonoperating expenses
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GASB Guidance on the Exception

Statement 103 provides an exception for revenues and 
expenses that otherwise would be classified as 
nonoperating. If related to its principal ongoing 
operations, they should be reported as operating. An 
example is a fund that provides loans to first-time 
homeowners reporting its interest revenue as operating. 
Should it also report interest expenses as operating? 

No. Interest expenses related to financing are always 
reported as nonoperating expenses. The interest 
revenues are related to the operations of the program, 
whereas the interest expenses are related how the fund 
obtained resources (financing) to operate its lending 
program. 

IG 2025-1, Q4.2
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Classifying Operating and Nonoperating

Has the GASB 
provided 
explicit 

guidance for 
the revenue or 

expense?

1

Has the GASB 
provided 
explicit 

guidance for 
the revenue or 

expense?

Is the revenue 
or expense one 

of the four 
existing types of 
nonoperating?

2

Is the revenue 
or expense one 

of the four 
existing types of 
nonoperating?

Is the revenue 
or expense 

related to the 
principal 
ongoing 

operations?

3

Is the revenue 
or expense 

related to the 
principal 
ongoing 

operations?

4

Does the 
revenue or 

expense meet 
the definition of 

a subsidy?
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Is Implementation a Clean Slate?

Implementation may have unexpected results if a 
government was not correctly applying the prior 
standards 

For example, prior to implementing Statement 103, 
some governments:

� Reported operating revenues and expenses that should have 
been nonoperating, or vice versa

� Reported transfers that actually are payments for services
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Take Nothing for Granted

Review all proprietary fund inflows and 
outflows because prior conclusions may have 
been incorrect

Make sure to read the GASB Q&As � there is no 
need to evaluate revenues and expenses the 
GASB has classified for us
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Subsidies

Resources received from another party or fund:
� For which the proprietary fund does not provide goods and 

services to the other party or fund, and
� That directly or indirectly keep current or future fees and charges 

of the proprietary fund lower than they would be otherwise 

Resources provided to another party or fund:
� For which the other party or fund does not provide goods and 

services to the proprietary fund, and
� That are recoverable through the proprietary fund�s current or 

future pricing policies

All other transfers
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A transit district receives a quarter 
percentage point of the sales tax 

collected from the counties it 
serves; it can charge a much lower 
fare than what it actually costs to 

provide a ride

A water and sewer fund annually 
transfers $5 million to the city�s 

general fund, but it�s not a 
reimbursement and it gets nothing 

in return; the water and sewer 
fund charges enough to cover its 

costs and make the annual transfer

Hospitals received federal grants 
under the Provider Relief Fund 
without providing anything in 

return, allowing the hospitals not 
to raise patient fees to replace 

their lost revenue

A municipal golf course receives 
annual funding from the city, 

allowing it to keep greens fees 
below what they otherwise would 
need to be to cover costs; the city 

gets nothing in return

Subsidy Examples
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Appropriations from another government

Pell Grants

Health insurance payments

Interest revenue and lease revenue from leases

PILOTs

Prior GASB Guidance
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Appropriation Aid

A BTA that is a component unit of a state or 
local government receives annual operating 
subsidies from their primary government. How 
should those payments be classified?

Appropriations meet the definition of a subsidy
� Appropriations not required to be used for capital asset-

related purposes should be reported as noncapital 
subsidies

� Appropriations required to be used for capital asset-
related purposes should be reported as other 
nonoperating revenues and expenses

Section 2200, ¶753-1 (formerly 752-2)
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Pell Grants

Can public colleges and universities report 
Pell Grants as fiduciary transactions?

No�public institutions should record Pell Grant 
receipts as revenues in their financial statements, and 
any amounts applied to student receivable accounts 
should be recorded as scholarship discounts or 
allowances
� Furthermore, recipient governments that report their activities in a 

proprietary fund should report Pell Grants as operating revenues

Section Co5, ¶702-1
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Insurer Payments

A patient in a public hospital has third-party 
insurance. The insurer pays the hospital for 
the services provided to the patient. Since 
the insurer does not receive goods or 
services from the hospital, are those 
payments subsidies? 

No. The insurance payments do not meet 
the second criterion for a subsidy�that 
they reduce what the hospital otherwise 
would charge for the services. 

Implementation Guide 2025-1, Q4.7

CARR, RIGGS & INGRAM® CRIADV.COM  134

Interest Revenue from Leases

If the principal ongoing operation is 
leasing property to other entities, should 
interest revenue related to leases be 
reported as operating revenue? 

No. Interest revenue is a revenue related to 
financing, which is a non-operating revenue unless 
financing transactions constitute the principal 
ongoing operations. If the principal ongoing 
operation is leasing property to other entities, the 
principal ongoing operation is conveying control of 
the right to use an underlying asset. 

Implementation Guide 2025-1, Q4.3
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Lease Revenue

A government lessor recognizes a 
deferred inflow of resources and 
amortizes it over the term of the 
lease as revenue. Is it operating 
revenue? 

Yes, because it is not one of the five 
categories for non-operating 
revenue. 

Implementation Guide 2025-1, Q4.4

CARR, RIGGS & INGRAM® CRIADV.COM  136

Payments in Lieu of Taxes (PILOTs)

Do PILOTs made by a BTA or a 
proprietary fund meet the definition of 
subsidies?

A PILOT is not automatically a subsidy or 
not a subsidy; it depends on the 
substance of the transaction. The name 
of the arrangement is not relevant to the 
determination of whether it is a subsidy.

Implementation Guide 2025-1, Q4.6
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Donations to be used for student scholarships

Research grants

Taxes imposed by a business-type entity

Passenger facility charges

Classification and presentation

New GASB Guidance
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Donations for Scholarships, Part 1

A college receives donations that it will use to 
award scholarships to its students. Do those 
donations meet the definition of subsidies?

Yes, because they (a) are received from parties 
who have not received goods or services in 
return and (b) directly lower the resources 
received from students for tuition, which keep 
the college�s current or future tuition or other 
charges lower than they would be otherwise.

Implementation Guide 2026-1, Q4.1



CARR, RIGGS & INGRAM® CRIADV.COM  139

Donations for Scholarships, Part 2

Would the answer to the previous question 
change if published tuition rates do not change 
based on the donations for scholarships 
received?

No. Regardless of whether published tuition 
rates change, donations that a college will use 
to award scholarships will directly lower the 
resources it receives from students for tuition, 
keeping current or future tuition or other 
charges lower than they would be otherwise. 

IG 2026-1, Q4.2
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Research Grants

Do research grants received by a college or 
university meet the definition of subsidies?

In many cases, research grants are not subsidies 
because the grantor is receiving a good or service 
from the college or university. However, if goods or 
services are not provided to the grantor as a result 
of the research grant, the grants may be subsidies if 
they would directly or indirectly keep the tuition or 
other charges lower than they would be otherwise.

IG 2026-1, Q4.3
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Taxes Imposed by a BTA

Do taxes imposed by a BTA (either imposed 
nonexchange revenues or derived tax 
revenues) meet the definition of subsidies?

Yes, because they (a) are received from 
parties who do not directly receive goods or 
services from the BTA as a result of the tax 
and (b) directly or indirectly keep the BTA�s 
current or future fees and charges lower 
than they would be.

IG 2026-1, Q4.4
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Passenger Facility Charges

Do passenger facility charges (PFCs) received by an 
airport meet the definition of subsidies?

Yes. PFCs are similar to the taxes discussed in the 
preceding question. PFCs meet the definition of 
subsidies because they (a) are received from 
passengers who do not directly receive goods or 
services from the airport as a result of the fee and (b) 
directly or indirectly keep current or future airport 
fees and charges lower than they would be otherwise.

IG 2026-1, Q4.5
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Implementation Pain Point

Governments that previously qualified for the 
exception may need to reclassify multiple items in the 
SRECFNP

Key to the next slide:

� Purple text = likely incorrect classification before 103
� Red text = likely reclassification due to 103
� Orange text = possible reclassification due to 103
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Implementation Pain Point

Potential Post-Statement 103 ClassificationPre-Statement 103 Classification
Operating Revenue

Operating revenueInterest on loans
Operating revenueAdministrative fee revenue
Other nonoperating revenueInterest on investments
Other nonoperating revenueUnrealized gain

Operating Expenses
Other nonoperating expense Bond interest expense
Other nonoperating expenseAmortization of bond premium/discount

Operating expensePersonnel expense
Other nonoperating expenseLoan financing pass-through
Operating expenseContractual services expense
Operating expenseOperating expense
Other nonoperating expenseInterest expense
Other nonoperating expenseBond issuance costs
Other non-operating expenseLimited partnership loss
Operating expenseDepreciation and amortization expense
Other nonoperating expenseProvision (reversal) for loan losses

non-operating Revenue (Expense)
Noncapital subsidy or other non-operating revenueAppropriation revenue
Noncapital subsidy or other non-operating revenueTransfers from the State
Requires additional informationFederal grant revenue
Requires additional informationGrant expense
Other non-operating expense or noncapital subsidyTransfers to the State and reversions
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Again, we cannot take any prior classifications for 
granted

Some prior operating/nonoperating classifications 
may have been incorrect even under Statement 34

Other reclassifications are necessary because of the 
changes in Statement 103

Lessons Learned
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1Operating and Nonoperating Revenue Evaluation
Identifying Operating & non-operating Revenues

Yes

Report as 
instructed 

by the 
GASB

N
o

Is the revenue or inflow specifically identified 
in a question in a GASB Implementation 
Guide?

� Appropriations from another government
� Pell Grants
� Health insurance payments
� Interest revenue and lease revenue from 

leases
� PILOTs
� Research grants
� Donations to be used for student scholarships
� Taxes imposed by a business-type entity
� Passenger facility charges
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N
o

Is the revenue or inflow one of 
the following?
�Contribution to permanent or 
term endowment

�Financing related
�From the disposal of capital 
assets or inventory

� Investment income

Report as 
nonoperating 

revenue

N
o

Yes

Is the revenue or inflow from a 
transaction that constitutes the 
fund�s or BTA�s principal ongoing 
operation?

Y
e
s

Report as 
operating 
revenue

N
o

2 3

N
o

Subsidy criterion 1: Are 
goods or services provided 
in return for the inflow?

Yes

Report as 
operating 
revenue

N
o

Subsidy criterion 2: Does 
the inflow directly or 
indirectly keep current or 
future fees lower than they 
otherwise would be?

No Is it a transfer in?

N
o

Report as a 
subsidy

Y
e
s

4
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Identifying Operating & non-operating Revenues

Yes

Report as 
instructed 

by the 
GASB

Is the expense or outflow specifically 
identified in a question in a GASB 
Implementation Guide?

1

Operating and Nonoperating Expense Evaluation

N
o

Is the expense or outflow one of the following?
�Contribution to permanent or term endowment
�Financing related
�From the disposal of capital assets or inventory
� Investment income

N
o

Yes

Is the expense or 
outflow from a 
transaction that 
constitutes the fund�s 
or BTA�s principal 
ongoing operation?

Report as 
operating 
expense

Report as 
nonoperating 

expense

2 3

N
o

Subsidy criterion 1: Are 
goods or services received 
in return for the outflow?

Yes

Report as 
operating 
expense

N
o

Subsidy criterion 2: Is the 
outflow recoverable 
through current or future 
pricing policies?

No Is it a transfer out?

N
o

Report as a 
subsidy

Y
e
s

4



https://bit.ly/4hahxU6

https://bit.ly/4hahxU6



CARR, RIGGS & INGRAM® CRIADV.COM  153

Statement of Revenues, Expenses, and Changes 
in (Fund) Net Position

Operating revenues (detailed)
Total operating revenue

Operating expenses (detailed)
Total operating expenses

Operating income (loss)

Nonoperating revenues and expenses (detailed)

Income before other revenues, expenses, 
gains, losses, and transfers

Capital contributions (grant, developer, and 
other), additions to permanent and term 
endowments, special and extraordinary items 
(detailed), and transfers

Increase (decrease) in net position

Net position�beginning of period

Net position�end of period

Statement 34 Statement 103
Operating revenues (detailed)

Total operating revenue

Operating expenses (detailed)
Total operating expenses

Operating income (loss)

Noncapital subsidies (detailed)
Total noncapital subsidies

Operating income (loss) and noncapital
subsidies

Other nonoperating revenues and expenses 
(detailed)

Total other nonoperating revenues and
expenses

Income (loss) before unusual or
infrequent items

Unusual or infrequent items (detailed)

Increase (decrease) in fund net position

Fund net position�beginning of period

Fund net position�end of period

Source: 
Statement 103

Statement of Revenues, 
Expenses, and Changes 
in Fund Net Position �
Proprietary Funds
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Noncapital Subsidies

How should subsidies be classified if the 
resources are used for the acquisition of capital 
assets but the use of the resources is not limited 
by the provider to the acquisition of capital 
assets? 

Unless there are other external limitations that 
the resources be used for capital purposes, the 
subsidies should be classified as noncapital 
because the use of the resources is not limited. 
How the recipient uses the subsidy is not 
relevant.

IG 2026-1, Q5.1
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Capital Subsidies

How should a proprietary fund or BTA 
classify subsidies it receives if the provider 
of the resources limits the use to debt 
service for capital-related debt? 

In this circumstance, subsidies should be 
classified by the recipient as capital 
subsidies because the use of the 
resources is limited by the provider to 
debt service for capital-related debt. 

IG 2026-1, Q4.7
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Presenting Subsidies

How should subsidies other than 
noncapital subsidies be presented?

Subsidies other than noncapital subsidies 
are capital subsidies and should be 
presented as other nonoperating 
revenues and expenses.

IG 2026-1, Q4.6
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Implications of the Changes to the Statement

As a result of Statement 103, all inflows and outflows 
in the SRECFNP are classified as revenues and 
expenses, respectively

Capital contributions, endowment contributions, and 
transfers are now considered nonoperating revenues 
or expenses

As a result, major fund calculations will include 
inflows and outflows that previously were excluded, 
which may affect which funds are major
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Effects on Major Fund Determinations
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Effect on Cash Flows Statements

Reclassifications of revenues and expenses 
between operating and nonoperating will 
affect the statement of cash flows as well

� Corresponding reclassifications of cash flow 
categories may be necessary

� The reconciliation of operating income (loss) to net 
operating cash flows will need to be adjusted
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For BTAs that prepare an ACFR, the schedule of 
changes in net position in the statistical 
section should be adjusted to reflect the 
changes to the SRECNP

According to Statement 100, years prior to 
those in the financial statements should not be 
restated for a change in accounting principle

Statistical Section
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Other Provisions of Statement 103
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Budgetary Comparison Schedule

Budgetary comparisons should be presented as RSI for the 
general fund and for each major special revenue fund that has a 
legally adopted annual budget

Option to report as basic financial statement is eliminated

Separate columns for the variances between (a) original and 
final budget amounts and (b) final budget amounts and actual 
budget results are required

Explain significant variations between (a) original and final 
budget amounts and (b) final budget amounts and actual 
budget results in notes to RSI

Illustration from 
Statement 103

RSI Budgetary 
Comparison Schedule �
General Fund



Illustration from 
Statement 103

RSI Budgetary 
Comparison Schedule �
Special Revenue Fund

Illustration from 
Statement 103

RSI Budgetary 
Comparison Schedule �
Notes to RSI
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Note to RSI

The note to RSI requires a broader discussion than the 
prior section of MD&A
� Discussion should cover significant variances in both original to final 

budget and final budget to actual

Need to apply professional judgment to determine which 
variances are significant

Remember the reconciliation to GAAP (if budgetary basis is 
not GAAP) and the other required budgetary disclosures:
� Description of budgetary basis of accounting
� Excesses of expenditures over appropriations in individual funds 

presented in the schedules
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The requirement to apply professional judgment is a 
benefit, not a burden

In this context, significant variances are those that, if 
not explained in the note, could result in the reader 
making incorrect conclusions

Not all variances need to be explained

Professional Judgment
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Significant Variances

Variances 
Explained

Revenue & 
Expense Items

GASB Budgetary 
Comparison Illustration

520General fund
27Special revenue fund
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Major Component Units

Major component units should be reported in basic 
financial statements, either:

� Individually on the face of the financial statements, if it does 
not reduce their readability, or

� Aggregated in a single column on the face of the financial 
statements, and individually in combining financial 
statements, following the fund financial statements

The option to disclose major component units in 
condensed financial statements in the notes is 
eliminated



Individual Presentation of Major Component Units in Government-Wide 
Financial Statements

Individual Presentation in Government-Wide Financial Statements



Aggregated Presentation of Major Component Units

Illustration from 
Statement 103

Combining Statement of 
Net Position �
Major Component Units

Illustration from 
Statement 103
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Effective Date & Transition

Effective for fiscal years 
ending 6-30-26 and all 

reporting periods thereafter

� Component units need to 
implement in the same year as 
the primary government

Transition provisions�
Change in Accounting 

Principle

� Applied retroactively to all 
periods presented in the 
financial statements, if 
practicable

� Disclose that the Statement was 
implemented and any financial 
statement line items that were 
affected (excluding totals and 
subtotals)

� If retroactive application is not 
practicable, disclose the reason
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Implementation Timing for Component Units

If a primary government is 
implementing Statement 103 for its fiscal 
year ended June 30, 2026, and it will include 
a component unit with a fiscal year-end of 
December 31, 2025, when should the 
component unit implement Statement 103?

The component unit should implement 
Statement 103 in its December 31, 2025
financial statements.

Implementation Guide 2025-1, Q4.16
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Changes in Accounting Principle

Reclassifications in the SRECFNP need to be disclosed 
as changes in accounting principle (or possibly error 
corrections) under Statement 100

But, which ones?
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A change from operating to nonoperating (or vice 
versa) because of the provisions of Statement 103 is a 
change in accounting principle � e.g., Pell Grants

Changes in the location of a revenue or expense in the 
SRECFNP also need to be disclosed as changes in 
accounting principle

� For example, appropriation aid that is not limited 
to capital purposes will move from the old �non-
operating revenues (expenses)� section to the 
new �noncapital subsidies section�

Types of Accounting Change/Error Correction
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Similarly, the items previously reported below the 
nonoperating revenues and expenses (e.g., transfers) 
are now considered revenues and expenses � that is a 
reclassification due to a change in accounting 
principle as well

Reclassifications resulting from a revenue or expense 
having been incorrectly classified before Statement 
103 should be disclosed as error corrections

Accounting Change/Error Correction (cont.)
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Unusual or Infrequent Items

Inflows and outflows from transactions and events that are 
unusual in nature, infrequent in occurrence, or both 

Should be presented last prior to the change in net position 
(or fund balance, or fund net position)

Inflows and outflows related to an unusual or infrequent 
item should be presented separately and not netted

For each item, disclose in notes the program, function, or 
identifiable activity to which the item is related, if applicable, 
and whether that item is within the control of management
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Unusual or Infrequent Items

The flood cleanup expenses are shown separately from the related state grant

Note 3�Unusual or Infrequent Items
Sample City experienced a flood during March 20X5 that was a
catastrophic event outside the control of management. The City incurred
damages in the amount of $10 million attributable to the functions of
Public Works and Public Safety in the amounts of $8.35 million and
$1.65 million, respectively. Sample City also received $2.5 million in
grants from the State to assist with the cleanup effort.

Source: Statement 103
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Is the Problem Solved?

The pathway to being reported separately from other 
revenues and expenses/expenditures is wider, so we 
may see more unusual or infrequent items than 
extraordinary items and special items

However, the underlying definitions of �unusual 
nature� and �infrequency of occurrence� have not 
changed, and they�re the reason this requirement is 
so difficult to apply 
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The Underlying Definitions

Unusual or infrequent items are events and transactions that are
distinguished by their unusual nature, the infrequency of their
occurrence, or both. The following criteria identify when an event or
transaction is either unusual in nature or infrequent in occurrence:
a. Unusual nature�the underlying event or transaction should

possess a high degree of abnormality and be of a type clearly
unrelated to, or only incidentally related to, the ordinary and typical
activities of the government, taking into account the environment
in which the government operates. (See paragraph .150.)

b. Infrequency of occurrence�the underlying event or transaction
should be of a type that would not reasonably be expected to recur
in the foreseeable future, taking into account the environment in
which the government operates. (See paragraph .151.) [GASBS 62,
¶46, as amended by GASBS 103, ¶9]

Source: Codification Section 1800, paragraph 150
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The Underlying Definitions (continued)

Unusual Nature. The specific characteristics of the government,
such as type and scope of operations and operating policies,
should be considered in determining ordinary and typical
activities of the government. The environment in which a
government operates is a primary consideration in determining
whether an underlying event or transaction is abnormal and
significantly different from the ordinary and typical activities of
the government. The environment of a government includes
such factors as the characteristics of its business-type activities,
the geographical location of its operations, and the nature and
extent of governmental regulation. Thus, an event or transaction
may be unusual in nature for one government but not for
another because of differences in their respective environments.
Unusual nature is not established by the fact that an event or
transaction is beyond the control of management. [GASBS 62,
¶47]

Source: Codification Section 1800, paragraph 150



CARR, RIGGS & INGRAM® CRIADV.COM  185

The Underlying Definitions (continued)

Infrequency of Occurrence. For purposes of applying paragraphs
.148�.152, an event or transaction of a type not reasonably
expected to recur in the foreseeable future is considered to
occur infrequently. Determining the probability of recurrence of
a particular event or transaction in the foreseeable future should
take into account the environment in which a government
operates. Accordingly, a specific transaction of one government
might meet that criterion, and a similar transaction of another
government might not because of different probabilities of
recurrence. The past occurrence of an event or transaction for a
particular government provides evidence to assess the
probability of recurrence of that type of event or transaction in
the foreseeable future. [GASBS 62, ¶48]

Source: Codification Section 1800, paragraph 151
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Although each year we are evaluating individual 
transactions and events against the criteria, we 
should be thinking of them as part of a class of 
transactions and events

� For example, instead of asking, �Were the costs of clean up 
and rebuilding after this hurricane unusual in nature and/or 
infrequent in occurrence from the perspective of our 
government?�

� Ask, �Are the costs of clean up and rebuilding after 
hurricanes unusual in nature and/or infrequent in 
occurrence from the perspective of our government?�

How to Evaluate Unusual or Infrequent Items



GASB Statement No. 104,
Certain Capital Asset Disclosures
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Why Did the GASB Issue This Statement?

GASB standards are inconsistent with respect to distinguishing 
financial assets from nonfinancial assets 

Statements 87, 94 & 96 require governments to recognize 
intangible right-to-use assets, which are distinct from the 
underlying assets, and to disclose them separately from other 
capital assets

Statement 34 identifies intangibles as a type of capital asset

GASB research found that nonfinancial assets other than tangible 
capital assets are pervasive among governments and that not all 
types are equally important to financial statement users
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Detail in the Capital Asset Roll-Forward

Post-104Pre-104Capital Asset

By major class of 
underlying asset

By major class of 
underlying asset

Intangible right-to-use lease 
assets

By major class of 
underlying PPP asset

Not specifiedIntangible right-to-use assets 
recognized by an operator in a 
public-public partnership (PPP)

In the aggregateIn the aggregateIntangible right-to-use 
subscription assets

By major class of assetNot specifiedOther intangible assets

Additionally, intangible right-to-use assets should not be disclosed in the 
same major class as owned assets of that type
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Held for Sale

Capital assets should be classified as held for sale if:

� The government has decided to pursue the sale of the asset
� It is probable (i.e., likely to occur) that the sale will be finalized within one year of 

the financial statement date

Factors to consider when evaluating probable include:

� Whether the asset is available for immediate sale in its present condition
� Whether an active program to locate a buyer has been initiated, including putting 

the asset out for bid
� Market conditions for selling that type of asset
� Regulatory approvals needed to sell the asset

Classification as held for sale should be evaluated for each reporting 
period
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Held for Sale (continued)

Continue to report capital assets held for sale within the 
appropriate major class, such as in the roll-forward note

Disclose additional information about capital assets held for 
sale:

� Historical cost and accumulated depreciation/amortization 
separately

� Separately for governmental and business-type activities
� By major class of asset
� Carrying amount of debt for which capital assets held for sale are 

pledged as collateral, for each major class of asset
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Effective Date & Transition

Effective for fiscal years beginning after June 15, 2025, and all 
reporting periods thereafter

� FYEs 6-30-26, 9-30-26, 12-31-26
� Earlier application is encouraged

Transition provisions

� Applied retroactively to all periods presented in the financial 
statements, if practicable

� Disclose that the Statement was implemented and any financial 
statement line items that were affected (excluding totals and 
subtotals)

� If retroactive application is not practicable, disclose the reason



Illustration from Statement 103

Capital Asset Roll-Forward Note

Illustration from Statement 103

Capital Asset Roll-Forward Note

Lease assets shown by major class of 
underlying asset

A government operator with multiple 
PPPs would include something like 
this:

Public-public partnership assets:
Toll roads
Convention center

Subscription assets are 
shown on a single line



Illustration from Statement 103

Capital Asset Roll-Forward Note

Owned assets and lease/subscription 
assets of the same type are separate

Capital assets held for sale 
are not shown separately

Illustration from Statement 103

Capital Asset Held for Sale Note
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Implementing Statement 104

The level of detail provisions should be relatively simple and, 
for many governments, won�t require any effort at all 
(presuming they already are correctly applying the prior 
standards)

Some effort will be required to evaluate held for sale and 
establish procedures for annually collecting and evaluating 
information from departments and agencies

� Do capital asset already reported as held for sale, if any, meet the 
definition?

� More significantly, which capital assets, if any, meet the definition 
of held for sale?

GASB Statement No. 105,
Subsequent Events
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Why Did the GASB Issue This Statement?

The underlying standards are over 50 years old and were 
brought into GASB standards through Statement 56 in 2009, but 
without reexamination

GASB research and outreach found:

� Significant diversity in practice, including governments (1) 
recognizing or disclosing as subsequent events items that did not 
meet the definition and/or (2) failing to recognize or disclose 
events that occurred that meet the definition 

� Descriptions of recognized and nonrecognized events could be 
difficult to understand

� Governments are inconsistent in what information they disclose 
about subsequent events
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Definition of Subsequent Events

Subsequent events are transactions or other events that occur 
after the date of the financial statements but before the date 
the financial statements are available to be issued 

� That is the �subsequent events time frame�

The date the financial statements are available to be issued is 
the date at which:

� The financial statements are complete in a form and format 
that complies with GAAP and

� All approvals necessary for issuance have been obtained

Subsequent events are either recognized events or 
nonrecognized events
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Definition: Recognized Events

A subsequent event that provides evidence of conditions that 
existed as of the financial statement date that inform 
accounting estimates as of the financial statement date

Accounting estimates reported as of the financial statement 
date should reflect the effects of conditions that exited at that 
date, including conditions substantiated by recognized events

Identifying recognized events requires professional judgment 
and knowledge of the facts and circumstances
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Examples

Example 1: The bankruptcy of a major customer of a water 
utility during the subsequent events time frame may be 
indicative of the customer�s deteriorating financial health at the 
financial statement date

� If so, the utility should incorporate the event in its measurement 
of uncollectible accounts receivable in the financial statements �
this is a recognized event

Example 2: A major customer of a water utility experiences 
severe property damage due to a storm during the subsequent 
events time frame

� If so, this is NOT a recognized event
� Should be evaluated as a potential nonrecognized event
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Definition: Nonrecognized Events

A subsequent event that results in a significant effect (favorable 
or unfavorable) that is recognized or disclosed in the basic 
financial statements in the reporting period in which the event 
occurs (i.e., the following FY) and is one of the following:

� A debt-related transaction (but not leases, SBITAs, or PPPs)
� A government combination or a disposal of government operations
� A change to the legally separate entities that comprise the financial reporting 

entity
� A transaction or other event that is of such a nature that the required 

disclosures are essential to financial statement users

Nonrecognized events do not inform conditions that existed at 
the financial statement date � they should be disclosed rather 
than incorporated into amounts in the financial statements
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Subsequent Event Evaluation

6-30-2712-15-266-30-266-30-25

Date of the 
financial 

statements

Financial 
statements are 
available to be 

issued 

Subsequent events 
time frame

Occurs during 
the year

Recognize in 
the financial 
statements
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Identifying Operating & non-operating Revenues

Yes
Did the event occur during
the subsequent events time
frame?

Subsequent Event Evaluation (continued)

N
o

� If it occurred on or before 
the F/S date, recognize in 
the F/S

� If it occurred after the 
subsequent events time 
frame, recognize in next 
year�s F/S

Does it provide 
evidence of conditions 
that existed as of the 
F/S date that inform 
accounting estimates 
as of the F/S date

Yes
Recognize in the 
F/S for the FY

Is it one of the following?
� A debt-related transaction (but not leases, 

SBITAs, or PPPs)
� A government combination or a disposal of 

government operations
� A change to the legally separate entities that 

comprise the financial reporting entity
� A transaction or other event that is of such a 

nature that the required disclosures are 
essential to financial statement users

N
o

N
o

Yes
Disclose in the notes
for the next FY

Recognized SE

Nonrecognized SE
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Effective Date & Transition

Effective for subsequent events associated with fiscal years 
beginning after June 15, 2026, and all reporting periods 
thereafter

� FYEs 6-30-27, 9-30-27, 12-31-27, 3-31-28
� Earlier application is encouraged

Should be applied prospectively



CARR, RIGGS & INGRAM® CRIADV.COM  207

Disclosures

The date through which subsequent events have been 
evaluated, even if there were none

For each nonrecognized event, disclose:

� A description of the nonrecognized event and its effect
� An estimate of the amount of its effect, or the reason why an 

estimate of the amount cannot be made

Disclosures should correspond to the reporting units in the 
financial statements

Information that is the same for multiple reporting units should 
be combined in a manner that avoids unnecessary duplication
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Potential Implementation Issues

The new standards are better organized and written, which should 
help to lessen false negatives (subsequent events not being 
reported) and false positives (reporting events that are not 
subsequent events)

Nevertheless, it will still be challenging to evaluate whether a 
subsequent event indicates conditions that existed as of the 
financial statement date

Some effort may be necessary for governments whose subsequent 
event disclosures did not already contain the information required 
by Statement 105



Common ACFR Deficiencies

With thanks to GFOA for many of these slides
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Distribution of Comments by ACFR Section

210
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FORMATTING AND TERMINOLOGY
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Formatting and Terminology

Types of errors

� Omissions
� Mislabeling

The title of the report is �annual comprehensive financial 
report�

The term �leases� should be used through the ACFR

Use �fair value� throughout, not �market value�
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Formatting and Terminology (continued)

Use total pension/OPEB liability for a defined benefit plan not 
administered through a trust (or without assets), rather than net

Use net position in the government-wide financial statements, not 
net assets

Use fund balance in the governmental funds, not fund equity

Use fund net position in the proprietary funds, not fund equity or 
fund net equity

Title page of the report should include the individual or 
department responsible for preparing the ACFR
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INTRODUCTORY SECTION
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Letter of Transmittal

Primary errors:

� Who?
� When?

Should address the citizens as well as others, 
such as the governing board

Date should be no earlier than the date of 
the auditor�s report
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Letter of 
transmittal 

missing one or 
more of the 

following 
program 

requirements:

� Management�s responsibility for ACFR
� Relying on system of internal control and 

inherent limitations thereof
� Budget 

� Identifying funds with legally-adopted 
budgets

� Identifying legal level of budgetary 
control 

� Summary of budget process
� Expected long-term benefits of tax 

abatements

Letter of Transmittal (continued)
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Formal Transmittal

�Management assumes full 
responsibility for the 
completeness and reliability of the 
information contained in the 
report, based upon a 
comprehensive framework of 
internal control that it has 
established to ensure the 
Authority�s financial statements 
are free from material 
misstatement, whether due to 
fraud or error.�

�The Authority is required to have 
an annual audit in accordance 
with the Governmental Audit Act 
(50 Illinois Compiled Statutes 
310/2 and to file a complete 
audit, including annual financial 
statements, to the Illinois Office 
of the Comptroller.�
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FINANCIAL SECTION
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Financial Section Errors by Area

MANAGEMENT'S DISCUSSION AND ANALAYSIS

BASIC FINANCIAL 
STATEMENTS -
PRELIMINARY 

CONSIDERATIONS

GOVERNMENT-WIDE 
FINANCIAL 

STATEMENTS

FUND FINANCIAL STATEMENTS

NOTES

REQUIRED 
SUPPLEMENTARY 

INFORMATION

COMBINING AND 
INDIVIDUAL FUND 

INFORMATION 
AND OTHER 

SUPPLEMENTARY 
INFORMATION

REPORT OF THE INDEPENDENT AUDITOR
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MD&A

Primary errors:

� Explanations
� Consistency
� Completeness

Amounts reported in MD&A should be consistent with amounts 
reported elsewhere in the ACFR

Condensed comparative financial statements

� Government-wide financial statements
� Two years (three if accompanying comparative financial statements)
� Required content
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MD&A (continued)

Should include analysis of:
� Overall financial position and results of operations 
� Balances and transactions of individual major funds

Analysis is the explanation of underlying reasons
� Not just stating the size or percent of a change
� Not just breaking down the change into its components

Direct readers to notes for details
� Capital assets, long-term financings, special/extraordinary, 

restatements, etc.
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MD&A (continued)

Answers questions beginning with �why� rather than 
�what�

Usually requires repeated �why� questions to get beyond 
simply elaborating on �what�

Will often require explanations of multiple reasons for 
changes, including those with opposite effects

Can begin even before governmental activities 
(government-wide financial statements) amounts are final

222
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Government-Wide Financial Statements

Display of long-term liabilities (current/due 
within one year separate)
� Lease and subscription liabilities have both current and 

noncurrent portions
� Pension/OPEB liabilities are part of long-term liabilities

� Net liabilities for defined benefit plans do not have a 
current portion unless benefits due within a year > plan 
net position

� Separately report net pension assets and net pension 
liabilities as well as net OPEB assets and net OPEB liabilities 
(do not net them)
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Display of Long-Term Liabilities 
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Lease Assets vs. Leased Assets

Lease Assets

Lessee's intangible 
right-to-use a leased 
asset

Reported as capital 
asset of the lessee

Leased Assets

Nonfinancial assets that 
belong to one party (lessor) 
but which another party 
(lessee) has acquired control 
of the right to use �

Referred to as underlying 
capital assets

Reported as capital assets of 
the lessor
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Leases & SBITAs on Statement of Net Position

WRONG � lease & 
subscription assets 
are capital assets, 

should be indented 
below �Capital 

Assets� heading

WRONG � Any total for 
�capital assets� needs to 
include the right-to-use 

lease & subscription asset 
values
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Leases & SBITAs on SoNP (cont.)

Correctly indented 
beneath capital 
assets heading

Correctly included 
in a total line for 
�depreciable and 

amortizable� capital 
assets
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Government-Wide Financial Statements

Must display major categories of restricted net position on 
statement

Liability related to the unspent portion of debt should be in the 
same component of net position as the asset related to unspent 
proceeds (e.g., restricted for capital projects)

Miscalculation of net investment in capital assets

� Capital assets and liabilities need to be in same reporting unit
� Unspent bond proceeds are not capital assets
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Net Investment in Capital Assets

Deferred inflows of resources and deferred outflows of 
resources from refinancing those liabilities

Liabilities and deferred inflows of resources from 
constructing, acquiring, and improving those capital assets

All reported capital assets of the reporting unit
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Capital-Related Deferrals

Arising from capital debt refunding � deferred inflows 
and deferred outflows of resources:
� Unamortized deferred inflows of resources (�gains�) 
� Unamortized deferred outflows of resources (�losses�)

Arising from the acquisition of capital assets through 
certain arrangements � deferred inflows of resources:
� Issuers in certain conduit debt arrangements
� Transferors in certain SCA and other PPP arrangements
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GFOA Template for Calculating NICA
Historical cost of all capital assets of the reporting unit (tangible and 
intangible), net of accumulated depreciation and amortization on those 
capital assets

Outstanding principal of capital debt and other capital borrowings related to those 
capital assets, excluding unspent proceeds (�capital-related debt�)

Outstanding principal of debt and other borrowings used to refund that capital-
related debt, including refundings of refundings (�capital refunding debt�)

Outstanding principal balance of any other capital-related liabilities, such as accounts 
payable and retainage payable

Unamortized balance of original issue premiums on capital-related debt, including on 
capital refunding debt

Unamortized balance of capital-related deferred inflows of resources

Unamortized balance of original issue discounts on capital-related debt, including on 
capital refunding debt

Unamortized balance of capital-related deferred outflows of resources

Net investment in capital assets

+
+
=
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Statement of Activities

Expenses
� Should be shown by function or 

program (governmental activities) or 
identifiable activity (BTAs), not by 
object

� Except for interest expense, which 
should be a separate line item

� Depreciation almost always should 
be allocated among the programs, 
functions, and identifiable activities



CARR, RIGGS & INGRAM® CRIADV.COM  233

Statement of Activities (continued)

Program revenues
� Incremental
� Source other than the tax base (excludes taxes)

� Charges for services
� Program-specific grants and contributions
� Earnings on investments that must be spent on a specific 

program

Operating vs. capital grants
� Report consistently with fund reporting (e.g., capital 

contributions)
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Statement of Activities (continued)

General revenues
� All revenues that do not qualify as 

program revenues
� Taxes
� Grants and contributions that are not 

assignable to specific 
functions/programs

� Investment income that does not need 
to be spent on a specific program

� Items that are not general revenues �
such as contributions, unusual or 
infrequent items, and transfers � should 
not be indented under general revenues
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Basic Financial Statements

Amounts reported should agree with related amounts 
shown elsewhere in the ACFR
� Other financial statements, letter of transmittal, MD&A, reconciliation, 

notes, statistical section, etc.

Transfers 

� Net = $0
� Blending of component units (CUs) should eliminate transfers with PG

Taxes are own-source revenue

� Shared revenue is intergovernmental aid
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Fund Financial Statements Errors

FUND REPORTING IN 
GENERAL
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Major Fund Determination

Recalculate every year 

Recalculate after any changes to amounts are 
made

No option to omit funds that meet 
quantitative threshold (10% and 5% tests)
� Can�t be immaterial/insignificant if threshold met
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Fund Balance Classifications

Nonspendable (+)
� Temporarily nonspendable items (long-term internal and external 

receivables) are only included if spendable resources will not be restricted, 
committed, or assigned when received)

Restricted (+)

Committed (+)

Assigned (+)
� Cannot be negative, and
� Cannot be positive if results in a negative unassigned fund balance

Unassigned (�/+)
� No positive balances except in general fund



CARR, RIGGS & INGRAM® CRIADV.COM  239

Other Financing Sources (OFSs) and Uses (OFUs)

Amount of OFS reported in the governmental funds statements for 
issuance of long-term debt should agree with the amount of related 
additions to long-term debt in the note disclosure containing the long-
term liabilities roll forward

Debt issuance related:
� Issuance of debt (not proceeds from debt)�OFS
�Premiums and discounts separately�OFSs and OFUs (respectively)
� Issuance of refunding debt�separate OFS
�Defeasance escrow deposit�OFU
�Amount of OFS for issuance of long-term debt should agree with addition to long-term debt 

disclosed in debt note

Capital asset related:
�Proceeds from sales of capital assets
�Proceeds from insurance settlements on impaired assets

Transfers
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Budgetary Comparisons

Must include and may only include general fund and 
major special revenue funds with legally adopted 
budgets

Budgetary comparisons for nonmajor special revenue 
funds and other governmental funds should be 
presented as supplementary information

At minimum, expenditures should be at program or 
functional level of detail (same as statement of 
revenues, expenditures, and changes in fund balances)
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Proprietary Fund Financial Statements

Miscalculation of net investment in capital assets
� Capital assets and liabilities need to be in same reporting unit
� Unspent bond proceeds are not capital assets

Cash flows
� If not investing, capital financing, or noncapital financing, must 

be operating
� Generally, must report flows gross rather than net
� Noncash investing or financing activities must be reported 
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Fiduciary Fund Financial Statements

Investments
� Expenses should:

� First be shown separately on their own line in the additions section
� Then be netted from investment income 

� Income should be reported in additions, even if that amount is negative

Fiduciary activity identification issues
� Component unit or assets controlled by government
� Activities/PEB plans operated through trusts or non-trust
� For non-trust activities, no activities with assets

� Held as a result of government�s own exchange transactions
� Held as a result of grant revenue of the government (except pure cash 

conduits)
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Custodial Funds

No longer called agency funds

Should not be used if there is a trust that meets the GASB criteria

Report net position held to benefit beneficiaries until compelled to 
disburse

May report fiduciary net position

Report property tax receivables for taxes levied by, and being 
collected on behalf of, other governments

� May need to report deferred inflow if for future period
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Note Disclosures Errors

SUMMARY OF 
SIGNIFICANT 
ACCOUNTING 

POLICIES

NOTES OTHER THAN SSAP AND 
PEB-RELATED

EMPLOYER PEB
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SSAP

Define deferrals properly

� Deferred outflows of resources represent a consumption of net assets that 
applies to future periods

� Deferred inflows of resources represent an acquisition of net assets that applies 
to future periods

� NOT net position

Disclose that custodial funds use the economic resources 
measurement focus and accrual basis of accounting � it is 
incorrect to say they do not have a measurement focus

Disclose method of accounting for prepaid assets � i.e., that 
expenses and expenditures are recorded when prepaid assets are 
consumed, not when purchased
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General and Capital Assets

Amounts reported in the notes should be consistent with 
amounts reported on the face of the financial statements

Capital asset disclosures

� Accumulated depreciation should not exceed cost basis for same major 
classification

� Decreases in accumulated deprecation should not (normally) exceed 
decreases in cost basis for same major classification

� If cost basis = accumulated depreciation for one or more major 
classifications, reassess estimated useful lives going forward
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Fair Value and Investments

Fair value or acquisition value should be used instead of 
market value
� Fair value is an exit price � what would government receive if it had sold 

the asset on the financial statement date?
� Acquisition value is an entry price � what would the government have 

had to pay to acquire the asset on the financial statement date?

Investment disclosures include

� Ratings (not needed for direct US Treasury obligations)
� Level in fair value hierarchy (unrelated to investment risk)
� Valuation technique and any changes thereto
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Long-Term Liabilities

Right-to-use lease assets should be disclosed separately from other types of 
capital assets and by major class of underlying asset (e.g., buildings, 
equipment)

Right-to-use subscription assets should be disclosed separately from other 
types of capital assets, but do not need to be further disaggregated

Disclose which governmental funds have typically been used to liquidate 
liabilities

Disclosures required in debt defeasance and redemption include

� Aggregate difference in debt service between refunding and refunded debt
� Economic gain or loss
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Postemployment Benefits (PEB) Notes

Disclose aggregate amounts of all pension and OPEB 
expenditures and expense for all plans 
� Generally, would not be identifiable on financial statements

Individual plan disclosures requirements vary for

� Trust and non-trust plans
� Defined benefit and defined contribution plans
� Single employer, agent, (governmental) cost-sharing, and non-

governmental (ERISA) plans
� Employer and non-employer contributor governments
� Plans that do and do not issue separate financial statements
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Aggregate of All Defined Benefit Plans

As of Fiscal Year Ended June 30, 2024
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Different Disclosures for Different Purposes

Governments 
participating in more 

than one DB plan

Governments 
participating in more 

than one type of DB plan

Governments 
participating in plans not 
administered through a 

trust that meets the 
criteria

Governments presenting 
plan disclosures when 
the plan does not issue 

separate financial 
statements of its own
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Pension & OPEB Deferrals Disclosures

Difference between expected and actual earnings on plan 
investments is either a deferred inflow or deferred outflow, not both

All other pension/OPEB deferrals can have both a deferred inflow 
and deferred outflow balance

Contributions made after the measurement date should be included 
in the deferred outflow balances but not in the expense breakdown 
� disclosure should say it directly reduces the next period�s liability

For plans not administered through a trust that meets the criteria, 
disclose that no assets are accumulated
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PEB Deferrals Disclosures

CARR, RIGGS & INGRAM® CRIADV.COM  254

Non-Trust Plans

For plans not administered through a trust that meets the 
criteria, disclose that no assets are accumulated

General Information about the OPEB Plan

Plan description. The County�s defined benefit OPEB plan, Sample County Retiree 
Benefits Plan (SCRBP), provides OPEB for all permanent full-time general and public 
safety employees of the County. SCRBP is a single-employer defined benefit OPEB plan 
administered by the County. Article 11 of the State Compiled Statutes grants the 
authority to establish and amend the benefit terms and financing requirements to the 
County Board. No assets are accumulated in a trust that meets the criteria in 
paragraph 4 of Statement 75.
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Funds

Specific purposes for restricted, committed, and 
assigned fund balances must be disclosed if not 
displayed on financial statements
� Stabilization arrangements disclosed even if not reported as 

restricted or committed

Interfund balances and transfers 

� Disclose specific purposes (not generic)
� Fund reimbursements are not transfers
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RSI Other than MD&A

For non-trust pension and OPEB plans, notes to RSI 
should indicate that no assets have been accumulated 
in a trust that meets GASB criteria
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What measure of pay should be used?

� Covered payroll � Total $ of payroll on which contributions to the plan 
are based

� Covered-employee payroll � Total $ of payroll of employees that are 
provided with benefits through the plan

RSI Other than MD&A (continued)

Report Measure of Pay forSchedule

Period ended on the measurement date of the 
PEB liability

Schedule of Changes in the NPL/NOL and Related 
Ratios

The employer�s fiscal year Schedule of Employer Contributions

Non-TrustTrustPlan Type
Covered-employee payrollCovered payrollPension
Covered-employee payrollCovered employee

payroll
OPEB � Contributions not based on pay 
(most common)

Covered-employee payrollCovered payrollOPEB � Contributions based on pay 
(uncommon)

For what period?
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Statistical Section
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Statistical Section

Amounts in the statistical section should agree 
with the related amounts elsewhere in the ACFR

Specifically regarding debt information:

� The amounts presented in the debt capacity schedules should 
be the same amounts reported in the basic financial 
statements (i.e., net of related premiums, discounts)

� The total direct debt should include all long-term debt 
instruments of the governmental activities, including bonds, 
notes, certificates of participation, loans, SBITAs, P3s, and 
leases

259
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Debt Service Ratio 

Debt service to noncapital expenditures ratio 
� Displayed on schedule of changes in fund balances, 

governmental funds
� Do not use �capital outlay� from that schedule to 

calculate noncapital expenditures
� Use capitalized expenditures amount from 

reconciliation between the government-wide 
statement of activities and the statement of revenues, 
expenditures, and changes in fund balances
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Debt Service Ratio (continued) 

104,171 ÷ (965,515 � 131,230) = 12.5% 

104,171 ÷ (965,515 � 81,575) = 11.8% 

From the reconciliation in 
the governmental funds 
statement of revenues, 
expenditures, and changes 
in fund balances

Questions?
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CRI Firm Facts

CARR, RIGGS & INGRAM® CRIADV.COM  264

CRI Firm Values
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Follow CRI on Social Media

- Your Instructor -

Dean Michael Mead
Government & Public Sector Sub-Line Leader

Partner, CRI Advisors, LLC�

dmead@criadv.com

LinkedIn: deanmead
Facebook: GASBguy
Threads: gasb_guy

Bluesky: @gasbguy.bsky.social


