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What is the 
Annual Financial 
Report and why 

is it prepared?

•What is it?
• A set of governmental 

financial statements for a 
government that 
complies with the 
accounting requirements 
of the Government 
Accounting Standards 
Board (GASB).

•Why is it prepared?
• Required by the Texas 

Local Government Code.
• May be required by your 

organizations charter.
• Continuing disclosure



Sections of Annual 
Financial Report

• Introductory Section

• Table of Contents

• Transmittal Letter

• Financial Section

• Opinion Letter

• Management’s Discussion and 
Analysis

• Basic Financial Statements

• Required Supplemental Information

• Combining and Individual Fund 
Financial Statements

• Statistical Section



Introductory Section

Table of Contents Transmittal Letter

Letter to governing body 
generally from chief executive, 

CFO, or both

Brief introduction to what is 
contained it the report

Brief overview of the reporting 
entity

Discussion of factors affecting 
financial condition

Awards and acknowledgements

Certificate of Excellence Org Chart/List of Officials



Financial Section – Opinion Letter

This is the auditor’s 
responsibility

On the auditor’s 
letterhead

Makes the governing 
body aware of the 

following:

The opinion

“In our opinion, the 
accompanying financial 
statements referred to 
above present fairly, in 
all material respects”

The basis for the opinion

Management’s 
responsibilities



Financial Section –
Management’s 
Discussion and 

Analysis (MD&A)

Narrative overview of the 
government’s financial activities

Should be an objective and easily 
readable analysis

Includes illustrations, charts, and 
tables

Comparative information from the 
prior year



Financial 
Section - Basic 
Financial 
Statements 



Financial Section - Basic Financial Statements 

Government-Wide 
Statements

Statement of Net 
Position

Statement of Activities

Presents financial 
information for both 
Governmental and 

Business-Type Activities 
on an accrual basis.

Lists the assets and 
liabilities of the 

government with the 
difference reported as 

net position.

Compares the revenue 
and expenses of the 
government with the 
difference reported as 
change in net position. 



Financial 
Section - Basic 
Financial 
Statements 

• Statement of Net Position
• Assets

• Lists all current assets

• Lists all long-term assets

• Liabilities
• Lists all current liabilities

• Lists all long-term liabilities

• Difference is reported as Net Position

• Net Position
• Net investment in capital assets

• Restricted 

• Unrestricted



Financial 
Section - Basic 
Financial 
Statements 



Financial 
Section - Basic 
Financial 
Statements 

• Statement Activities
• Expenses

• Lists expenses by governmental/business type 
and by function

• Program Revenues
• Lists revenue earned by function

• General Revenues
• Lists revenue by governmental/business type 

not applicable to a function

• Change in Net Position
• Difference between total revenues and 

expenses



Financial 
Section - Basic 
Financial 
Statements 



Financial Section - Basic Financial Statements 

Fund Financial 
Statements

Governmental Business-Type

Presents difference 
financial statements for 

governmental and 
business-type activities.

Modified Accrual Accrual



Financial 
Section - Basic 
Financial 
Statements 

• Balance sheet
• Assets

• Lists assets by fund and in total

• Does not include any long-term assets

• Liabilities
• Lists all liabilities by fund and in total

• Does not include any long-term liabilities

• Difference is reported as Fund Balance

• Fund Balance
• Nonspendable

• Restricted 

• Assigned

• Committed

• Unassigned



Financial 
Section - Basic 
Financial 
Statements 



Financial 
Section - Basic 
Financial 
Statements 

• Statement of Revenues, Expenditures, 
and Changes in Fund Balance
• Revenues

• Lists revenues by type, by fund, and in total

• Expenditures
• Current by function

• Debt Service

• Capital

• Other Sources/(Uses)
• Transfers, sales of assets, and bond issuance

• Net Change in Fund Balance
• Difference between total revenues, expenses, 

and other sources/(uses)



Financial 
Section - Basic 
Financial 
Statements 



Financial 
Section - Basic 
Financial 
Statements 

• Proprietary Funds - Statement of Net 
Position
• Assets

• Lists all current assets

• Lists all long-term assets

• Liabilities
• Lists all current liabilities

• Lists all long-term liabilities

• Difference is reported as Net Position

• Net Position
• Net investment in capital assets

• Restricted 

• Unrestricted



Financial 
Section - Basic 
Financial 
Statements 



Financial 
Section - Basic 
Financial 
Statements 

• Proprietary Funds – Statement of 
Revenues, Expenses, and Changes in 
Fund Net Position
• Operating Revenues

• Lists revenue earned by type

• Operating Expenses
• Lists expenses by type

• Non-Operating Revenues/(Expenses)

• Transfers and Capital Grants and 
Contributions

• Change in Net Position
• Difference between total revenues and 

expenses



Financial 
Section - Basic 
Financial 
Statements 



Notes to the Financial Statements

1. Accounting Policies – description of 
the policies used in preparation

2. Stewardship, Compliance, and 
Accountability – violations, fund 
deficits, and accounting changes

3. Detailed Notes on All Funds

4. Other Information



Notes to the 
Financial 
Statements Section 
Detailed Notes on All 
Funds



Required Supplementary Information

1. Pension Information

2. Other Post Employment Benefits 
Information



Required 
Supplementary 
Information Section 
Pension Information



Required 
Supplementary 
Information Section 
Other Post Employment 
Benefits Information



Combining and Individual Financial Statements

1. Nonmajor Governmental Funds – Combining 
Balance Sheet

2. Nonmajor Governmental Funds – Combining 
Statement of Revenues, Expenditures and 
Changes in Fund Balance

3. Individual Fund Statements – Budget to Actual



Combining and 
Individual Financial 
Statements Section 
Nonmajor Governmental 
Funds – Combining 
Balance Sheet



Combining and 
Individual Financial 
Statements Section 
Nonmajor Governmental 
Funds – Combining 
Statement of Revenues, 
Expenditures and 
Changes in Fund Balance



Combining and 
Individual Financial 
Statements Section 
Individual Fund 
Statements – Budget to 
Actual



Statistical Section – provides important information 
on the reporting entity’s economic condition. 
Designed to meet five objectives:

1. Provide information on financial trends

2. Provide information on revenue capacity

3. Provide information on debt capacity

4. Provide demographic & economic information

5. Provide operating information



Statistical 
Section –
Financial Trends

•What is it?
•The Financial Trends 

section includes 
schedules that help 
readers understand 
the reporting entity’s 
financial 
performance over a 
period of time to 
assess trends.

•What should it 
include?

1. Information about 
net position 
(government-wide 
financial 
statements)

2. Information about 
changes in net 
position 
(government-wide 
financial 
statements)

3. Information about 
fund balance 
(governmental 
funds)

4. Information about 
changes in fund 
balances 
(governmental 
funds)



Statistical Section - Financial Trends

NET POSITION BY COMPONENT
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Statistical Section - Financial Trends

FUND BALANCES – GOVERNMENTAL FUNDS



Statistical Section - Financial Trends

CHANGES IN FUND BALANCES – GOVERNMENTAL FUNDS



Statistical 
Section –
Revenue 
Capacity

•What is it?
•Revenue Capacity 
section includes 
schedules that help 
readers understand 
the reporting 
entity’s most 
significant revenue 
sources and its 
ability to raise 
revenue.

•What should it 
include?
•Four schedules 
regarding the most 
significant revenue 
source:

1. Information 
about the 
revenue base

2. Information 
about the 
revenue rates

3. Information 
about principal 
revenue payers

4. Information 
about property 
tax levies and 
collections



Statistical Section – Revenue Capacity

ASSESSED VALUE OF PROPERTY (Revenue Base and Rate)



Statistical 
Section –
Revenue 
Capacity

TEN LARGEST PROPERTY TAX PAYERS



Statistical 
Section –
Revenue 
Capacity

PROPERTY TAX LEVIES AND COLLECTIONS



Statistical 
Section –
Revenue 
Capacity

SALES TAX COLLECTIONS



Statistical 
Section –
Revenue 
Capacity

TEN LARGEST ELECTRIC CUSTOMERS



Statistical 
Section –
Revenue 
Capacity

TEN LARGEST WATER CUSTOMERS



Statistical 
Section – Debt 
Capacity

•What is it?
• Debt Capacity 

section includes 
schedules that help 
readers understand 
the affordability of 
the reporting entity’s 
outstanding debt 
and its ability to 
issue more debt in 
the future.

•What should it 
include?
•Five schedules 
relevant to debt 
capacity:

1. Ratios of 
outstanding debt

2. Ratios of general 
bonded debt

3. Information 
about direct and 
overlapping debt

4. Information 
about debt 
limitations

5. Information 
about pledged 
revenue 
coverage



Statistical Section – Debt Capacity

RATIOS OF OUTSTANDING DEBT BY TYPE



Statistical 
Section – Debt 
Capacity 

DIRECT AND OVERLAPPING GOVERNMETNAL ACTIVITIES DEBT



Statistical 
Section – Debt 
Capacity 

LEGAL DEBT LIMIT



Statistical 
Section – Debt 
Capacity

PLEDGED REVENUE COVERAGE



Statistical 
Section –
Demographic 
and Economic 
Information

•What is it?
• Demographic and 

Economic 
Information section 
includes schedules 
that help readers 
understand the 
socio-economic 
environment that the 
reporting entity 
operates within.

•What should it 
include?
•Two schedules of 
demographic and 
economic 
information:

1. Demographic 
and economic 
indicators

2. Principal 
employers



Statistical Section – Demographic and Economic Information

DEMOGRAPHIC AND ECOMONIC STATISTICS



Statistical 
Section –
Demographic 
and Economic 
Information

PRINCIPAL EMPLOYERS



Statistical 
Section –
Operating 
Information

•What is it?
• Operating 

Information section 
includes schedules 
that help readers 
understand the size 
and scope of the 
reporting entity’s 
operations.

•What should it 
include?
•Three types of 
information:

1. Information 
about the 
reporting 
entity’s 
employees

2. Operating 
indicators

3. Information 
about capital 
assets



Statical Section – Operating Information

CITY FULLTIME EQUIVALENTS



Statical Section – Operating Information

PROGRAM OPERATING INDICATORS



Statical Section – Operating Information

CAPITAL ASSETS BY PROGRAM



Questions?
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