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Course Agenda – Day 3

• Proprietary fund financial statements

• Fiduciary funds

• Fiduciary fund financial statements

• Component units

• Funds, component units, and government-wide reporting

• Interfund activity

• Government-wide financial statements
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Proprietary Fund 
Financial Statements



Basic Financial Statements

• Statement of net position

• Statement of revenues, expenses, and changes in net position

• Statement of cash flows
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Major Fund Reporting

• Only applicable to enterprise funds
▪ Same rules as applicable to governmental funds 

‣ 10 percent and 5 percent tests (mandatory major fund)
☐ For enterprise funds (Post GASB 103), transfers in, transfers out and capital 

contributions are classified as nonoperating revenues and expenses which are 
included in the major fund determination thresholds.

☐ For governmental funds, all other financing sources and uses are excluded from 
major fund determination thresholds.

‣ Voluntary use in other situations 

• Internal service funds reported in a single column 
▪ “Fund-type reporting”
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Statement of Net Position



Statement of Net Position

• Net position format (preferred)
▪ [Assets + Deferred Outflows] – [Liabilities + Deferred Inflows] = 

Net Position

• Balance sheet format is an option
▪ [Assets + Deferred Outflows] = [Liabilities + Deferred Inflows + 

Net Position]

• Regardless of format, title should be “Statement of Net Position
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Classified Presentation

• Required, regardless of format used

• Current assets
▪ Reasonably expected to be realized in cash within one year 

or sold or consumed within a year
‣ Exclude restricted assets not available to liquidate current liabilities

• Current liabilities
▪ Liquidation reasonably expected to require the use of current assets, 

or the creation of other current liabilities
‣ Includes liabilities ordinarily liquidated within 12 months
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Proprietary Funds
Statement of Net Position (cont.)



Components of Net Position

• Private sector focus on capital maintenance
▪ Preservation of invested capital

‣ Separate reporting for retained earnings

• Public sector focus on degree to which there are constraints 
on purposes for which amounts may be spent
▪ Net investment in capital assets – “Top tier” – Difficult to spend

▪ Restricted net position – Purpose constraints narrower than purpose 
of fund itself

▪ Unrestricted net position – No purpose constraints on spending

11



Components of Net Position

• Components of net position broken down by the level of the government’s 
control over those funds
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Not 
Spendable

Available for 
spending
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Total Columns

• Required for enterprise funds
▪ Tie to business-type activities column

‣ Provide reconciliation, if needed

• Not required for proprietary funds in total
▪ Does not tie to government-wide financial statements
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Statement of Revenues, 
Expenses, & Changes 

in Net Position



GASB 103 – Financial Reporting Improvements
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GASB Statement 103

GASB Implementation 
Guide 2025—1

Exposure Draft of GASB 
Implementation Guide 2026—
1

Effective 
for: June 30, 2026

September 30, 2026

December 31, 2026

April 30, 2027



Activity Statement

• Operating vs. nonoperating
▪ Nonoperating – post GASB 103 must meet definition of nonoperating 

revenue/expense or it is an operating revenue/expense (with certain 
exceptions for primary operations)

• Purpose of distinction
▪ To demonstrate the degree to which a fund is able to recoup 

the cost of the goods and services from customers
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Operating vs. Nonoperating Revenues and Expenses – GASB 103

• Nonoperating revenues and expenses
▪ Subsidies received and provided (definition on next slide)

▪ Contributions to permanent and term endowments :*
▪ Revenues and expenses related to financing:*
▪ Resources from disposal of capital assets and inventory :*
▪ Investment income and expenses :*

* Except if these constitute the proprietary fund’s principal 
ongoing operations

• Operating revenues and expenses
▪ All revenues expenses that are not nonoperating revenues and expenses
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Subsidies – GASB 103

• Subsidies are:
▪ Resources received from another party or fund

‣ For which the proprietary fund does not provide 
goods or services to the provider, and

‣ That directly or indirectly keep the proprietary fund’s current 
or future fees and charges lower than they otherwise would be

▪ Resources provided to another party or fund
‣ For which the recipient does not provide goods or services 

to the proprietary fund, and

‣ That are recoverable through the proprietary funds current or 
future pricing polices and 

▪ All other transfers
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• If the primary purpose of the fund is investing
▪ Only report as operating income if primary purpose 

of the fund is investing

▪ Does not apply to public entity risk pools

• If the primary purpose of the fund is loan programs
▪ Interest revenue is operating income

▪ Interest expense on debt is nonoperating

19

Examples of Exceptions:



Revenue Reporting

• Report by major source

• Net of discounts and allowances
▪ Parenthetical disclosure

▪ Provide detail in notes

▪ Report gross amount with deduction
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Major Fund Reporting

• Same rules as for statement of position
▪ Single column for each major enterprise fund

▪ Single column for aggregated nonmajor enterprise funds 

▪ Total column for enterprise funds

▪ Single column for aggregated internal service funds

• GASB 103 – with changes from GASB 103 following the 
definition of nonoperating revenues, you will need to update 
your major fund determination worksheets.
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NEW under 
GASB 103:  
Operating 
income (loss) 
and operating 
subsidies



Proprietary Funds
Statement of Revenues, Expenses and Changes in Net Position (cont.)



Reconciliation to Business-Type Activities

• Same rules applicable to the reconciliation for the statement 
of position
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Statement of Cash Flows



Statement of Cash Flows

• Focus
▪ Cash and cash equivalents

• Cash
▪ Cash on hand

▪ Cash on deposit

▪ Cash in restricted accounts

▪ Position in a cash and investment pool that 
has the same characteristics as a demand deposit 
‣ Resources can be deposited or withdrawn without notice or penalty
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Cash Equivalents

• Readily convertible to known amounts of cash and

• Matures within three months of acquisition
▪ Narrower definitions permitted 
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Recognition of Cash Flows

• Issuance of a check or warrant

• Overdraft from pooled cash and investments

• Changes in the fair value of investments reported 
as cash equivalents
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Do Not Recognize as a Cash Flow

• Proceeds of refunding bonds placed directly into escrow 
in a debt defeasance

• Bond proceeds delivered directly to a third-party grant recipient

• Donations of commodities

• Rollovers of certificates of deposit

• Changes in the fair value of investments not reported as 
cash equivalents
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Gross vs. Net Reporting

• Gross reporting normally required
▪ Exceptions:

‣ Investments not classified as cash equivalents

‣ Loans receivable

‣ Debt

▪ Qualify for net reporting if:
‣ Due on demand (or mature within three months of acquisition) and

‣ Large in amount and rapid turnover 
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Format

• Four categories
1. Cash flows from operating activities

2. Cash flows from noncapital financing activities

3. Cash flows from capital and related financing activities

4. Cash flows from investing activities

• Used differently than in private sector 
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1. Cash Flows from Operating Activities

• Private-sector definition
▪ Anything related to the operating statement 

‣ Including nonoperating items

34

Operating revenue 100$   
Less: Operating expense 95       

Operating income 5$       
Operating

Nonoperating revenue 3$       Statement
Less: Nonoperating expense 1          

Nonoperating income 2$       

Net increase (decrease) 7$       



Cash Flows from Operating Activities (cont.)

• Public-sector definition
▪ Anything related to operating income

▪ Residual category
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Operating revenue 100$   

Less: Operating expense 95       Operating

Operating income 5$       Income

Nonoperating revenue 3$       

Less: Nonoperating expense 1          

Nonoperating income 2$       

Net increase (decrease) 7$       



Practical Example – Interest Revenue

• Always a cash flow from operating activities in the private sector
▪ Reported in the operating statement

• Rarely a cash flow from operating activities in the public sector
▪ Normally reported as nonoperating revenue
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Presentation of Cash Flow from Operating 
Activities

• By major categories of receipts and payments
▪ Receipts from customers 

▪ Receipts for interfund services 

▪ Payments to suppliers of goods or services*

▪ Payments to employees for services*

▪ Payments for interfund services
                 

         *May not be combined (as in private sector)
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Program Loans

• Normally loans are not classified as cash flows from 
operating activities

• Exception for program loans
▪ Loans that benefit individual constituents and aim at promoting 

public policy goals rather than generating income or profit 
‣ Student loans, low-income housing loans

▪ Not applicable to cash flows related to a borrowing used to finance 
a loan program
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Cash Flows from Operating Activities

• Inflows
▪ Cash sales of goods and services

▪ Collections of receivables related to sales of goods and services

▪ Collection of principal and interest on program loans

▪ Collection of customer deposits
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Cash Flows from Operating Activities

• Outflows
▪ Payments to vendors

▪ Payments to employees

▪ Payments of benefits on behalf of employees

▪ Liquidation of liabilities related to the provision of goods and services

▪ Payment of taxes, duties, fines, fees, and penalties

▪ Return of customer deposits

▪ Program loans
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2. Cash Flows from Noncapital Financing Activities

• Cash flows related to grants, taxes, transfers, and borrowings 
(including related interest expense) with three exceptions 
▪ Inflows from grants and taxes specifically received for capital 

construction, acquisition, or improvement,

▪ Inflows from transfers received for capital construction, acquisition, 
or improvement, and

▪ Inflows and outflows related to borrowings clearly attributable to 
capital construction, acquisition, or improvement 
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Clarification

• Amounts paid to allow others to construct, acquire, or improve 
their own capital assets are noncapital from the vantage point 
of the reporting unit that provides the resources
▪ “Capital” grants to other governments properly classified 

as cash flows out from noncapital financing activities 
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Cash Flows from Noncapital Financing Activities

• Inflows
▪ Debt proceeds other than from capital debt (including debt 

used to finance program loans)

▪ Grants available for operating purposes

▪ Transfers available for operating purposes

▪ Taxes available for operating purposes
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Cash Flows from Noncapital Financing Activities

• Outflows
▪ Debt service on debt used for other than capital or related purposes

▪ Grants to others (including capital grants)

▪ Transfers to other funds (including transfers for capital or 
related purposes)
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3. Cash Flows from Capital and Related Financing Activities

• Cash flows associated with the construction, acquisition, 
improvement, or disposal of capital assets 
▪ Note: in the private sector, capital-related cash flows are treated 

as cash flows from investment activities
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Cash Flows from Capital and Related Financing Activities

• Inflows
▪ Capital debt proceeds

▪ Capital grant proceeds

▪ Capital contributions

▪ Transfers received for capital acquisition

▪ Proceeds of the disposition of capital assets

▪ Proceeds of capital-type special assessments

▪ Taxes restricted for capital purposes or capital-related debt service
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Cash Flows from Capital and Related Financing Activities

• Outflows
▪ Debt service on capital-related debt

▪ Payments related to the acquisition, construction, 
or improvement of capital assets
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4. Cash Flows from Investing Activities

• Cash flows related to the purchase and sale of investments 
(including investment income) and the making and collection 
of loans (other than program loans)
▪ Also miscellaneous interest revenues

• Note: In the private sector, cash flows related to capital 
assets are reported in this category
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Cash Flows from Investing Activities

• Inflows
▪ Loan collections (except for program loans)

▪ Sales of investments

▪ Interest received (except on program loans)

▪ Increase in fair value of investments subject to fair value 
reporting and classified as cash equivalents
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Cash Flows from Investing Activities

• Outflows
▪ Loans made to others (except for program loans)

▪ Purchase of investments

▪ Decrease in fair value of investments subject to fair value 
reporting and classified as cash equivalents



Reconciliation

• Amounts to be reconciled
▪ Statement of cash flows

‣ Cash flows from operating activities 

▪ Statement of revenues, expenses, and changes in net position
‣ Operating income in the statement of revenues, expenses, and changes 

in net position

• Location
▪ Face of the statement of cash flows or
▪ Accompanying schedule 

‣ Note disclosure is not sufficient 
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Reconciliation
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Elements of Reconciliation

• Sales on credit
▪ Increase operating income

▪ No effect on cash flows

• Collection of receivables
▪ No effect on operating income

▪ Cash inflow
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Elements of Reconciliation (cont.)

• Incurrence of payables and similar liabilities
▪ Decrease in operating income

▪ No cash flow

• Liquidation of payables and similar liabilities
▪ No effect on operating income

▪ Cash outflow
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Elements of Reconciliation (cont.)

• Purchase of inventories
▪ No effect on operating income

▪ Cash outflow

• Consumption of inventories
▪ Decrease operating income

▪ No effect on cash flows
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Elements of Reconciliation (cont.)

• Depreciation expense
▪ Decrease operating income
▪ No effect on cash flows

• Amortization expense
▪ Decrease operating income
▪ No effect on cash flows

• GASB 103: With the implementation of GASB 103, there are transactions that 
may be reported differently in the Statement of Revenue and Expense and 
Changes in Net Position versus the Statement of Cash Flows (the requirements 
for the cash flows statement did not change under GASB 103). If such occurs, this 
also needs to be reconciled.
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Noncash Investing, Capital, or Financing Transactions

• Definition
▪ Changes in the reported balance of an asset or liability that 

does not involve cash

▪ A similar transaction involving cash would have been classified 
in a category other than cash flows from operating activities

• Example: Donation of a capital asset
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Noncash Transactions

• Presentation options
▪ Narrative 
▪ Tabular format

• Location
▪ Face of the statement of cash flows 
▪ Accompanying schedule

• Single transaction involving both cash and noncash components 
▪ Provide information on noncash component

‣ Example: Inception of a lease with an initial down payment, capital assets 
purchased on account (AP, retainage payable)
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Information on Noncash Investing, Capital, or Financing Transactions
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Traceability of Cash and Cash Equivalents

• Traceability
▪ “The total amounts of cash and cash equivalents at the beginning 

and end of the period shown in the statement of cash flows should 
be easily traceable to similarly titled line items or subtotals shown 
in the statement of financial position as of those dates.”

▪ Cash must include amounts reported in restricted accounts, 
where it is not distinguished from noncash items
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Traceability

• Four ways to meet requirement

• Assumptions:
▪ $150 reported as cash

▪ Another $6 of cash included in restricted assets ($25)
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Traceability (cont.)

Option 1
▪ Report the portion of restricted assets that represents cash and cash 

equivalents as a separate line item on the statement of position 

Option 2
▪ Report the amount of cash and cash equivalents included as part of 

restricted assets parenthetically on the statement of position 

Cash $150
Restricted assets

Cash $6
Investments $19

Cash $150
Restricted assets (includes $6 cash) $25
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Example (cont.)

Option 3
▪ Report the amount of cash and cash equivalents included as part 

of restricted assets parenthetically on the statement of cash flows 

Option 4
▪ Provide a reconciliation on the face of the statement of cash flows
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Ending cash (including $6
included in restricted assets ) $156

Ending cash - statement of cash flows $156
Less: amount reported in
restricted assets ($6)

Ending cash - statement of position $150



Items to Reconcile
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Major Fund Reporting

• Same rules applicable as for other proprietary fund 
financial statements
▪ Single column for each major enterprise fund

▪ Single column for aggregated nonmajor enterprise funds

▪ Single column for aggregated internal service funds
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Proprietary Fund Statement 
of Cash Flows

Exercise



Flow type Label

Operating O

Noncapital 
financing N

Capital 
financing

C

Investing I

Answer Key
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C

O

O

C

C

C
C

O

O

O



Answer Key
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Flow type Label

Operating O

Noncapital 
financing N

Capital 
financing

C

Investing I

Answer Key
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N

N

N

C

C

C

C

C
I

I

I

O

O

O

O



Answer Key
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Identifying 
Component Units



GASB Framework Based on Accountability

• Financial accountability is always traceable to elected officials

• A governmental financial reporting entity includes
▪ A primary government (PG)

▪ Legally separate entities for which the primary government 
is financially accountable = Component units (CUs), if any

 Primary government

+ Component units

= Financial reporting entity      
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What is a Primary Government?

• Every general-purpose government

• A special-purpose government, if it has (all):
▪ A separate legal status

▪ A separately-elected governing body, and

▪ Fiscal independence – Does not require substantive approval 
from another government for its (any): 
‣ Budget,

‣ Tax levies, rates, charges or contributions, or

‣ Issuance of bonded debt (if this type of government is permitted to issue debt)
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When is a Special Purpose Government a CU of a PG? 

• If the PG is financially accountable for a legally separate 
entity, as demonstrated by
▪ A combination of primary and secondary factors, or

▪ The PG’s majority equity interest in a potential component 
unit (PCU), other than as an investment; or

• If the PG’s financial statements would be misleading if the 
PCU was omitted
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Factors for Evaluating Financial Accountability

• Combination of primary and secondary factors
▪ Board appointment or equivalent + financial benefit or 

burden relationship

▪ Board appointment or equivalent + ability to impose will

▪ Fiscal dependence + financial benefit or burden relationship
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=

Primary Government (PG) Financial Accountability for a Component Unit (CU)
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=

Majority equity 
interest          

(non-
investment)

Financial accountability

Board appointment 
or equivalent

Ability to 
impose will

Financial 
benefit or 

burden

Fiscal 
dependence

Financial benefit 
or burden

++ +

= =



Primary Factor 1: Board Appointment Authority

• PG’s appointments to the PCU’s governing body (board) include
▪ Appointments made by the PG’s governing board or the PG’s elected 

or appointed officials 
▪ Ex-officio service of officials/employees of the PG on the PCU’s 

governing board

• Also
▪ The PG’s appointment authority must be substantive
▪ The PG must appointment of a voting majority of the PCU’s board
▪ The PG must have on-going appointment authority or the ability to 

unilaterally abolish the PCU
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Primary Factor 1: Board Appointment Authority 
Equivalent

• The PG is deemed to have board appointment authority if 
▪ The PCU does not have its own board, and

▪ The PG performs the duties that a governing board typically 
would perform

• However, this equivalency does not apply to PCUs that are
▪ Defined contribution (DC) pension plans

▪ DC other postemployment benefit (OPEB) plans

▪ DC other employee benefit plans (e.g., IRC Section 457 plans)
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Primary Factor 2: Fiscal Dependence

• Fiscal dependence exists if substantive approval of the PG 
is needed by a PCU for one or more of the following
▪ Budget adoption

▪ Setting of tax levies rates, charges, or, for DB pension or OPEB 
(collectively, PEB) plans only, contributions 

▪ Issuance of bonded debt (if debt issuance is permitted for such entities)
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Primary Factor: Fiscal Dependence (cont.)

• Purely ministerial (compliance) approvals, such as the following, 
do not constitute substantive approval 
▪ Approving/certifying that a debt issue is within debt margin

▪ Approving/certifying that a local budget meets state funding 
and budget balance requirements

▪ Approving/certifying that tax rates and levies are within limitations
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Secondary Factor: Ability to Impose Will

• The PG has the ability to impose its will on a PCU, 
if the PG can (any)
▪ Remove PCU’s board members at will

▪ Modify or approve the PCU’s budget

▪ Modify or approve rates or fees charged by the PCU

▪ Veto, overrule, or modify decisions of the PCU’s board

▪ Appoint, hire, reassign, or dismiss persons responsible for 
day-to-day operations of the PCU, or

▪ Has other similar authority
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Secondary Factor: Financial Benefit or Burden 
Relationship

• A financial benefit or burden relationship with a PCU exists 
when a PG (or any of its CUs) has any of the following 
entitlements or obligations
▪ Is legally entitled to, or can otherwise access, the PCU’s resources

▪ Is legally obligated, or has otherwise assumed the obligation, to 
finance the deficits of, or provide financial support to, the PCU

▪ Is obligated in some manner for the debt of the PCU

▪ Is legally obligated or has otherwise assumed the obligation to make 
contributions to a PCU that is a trusted DB PEB plan

▪ Or has other, similar rights or obligations
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Secondary Factor: Financial Benefit or Burden 
(cont.)

• Benefit
▪ Excludes exchange and exchange-like transactions between a PG 

and a PCU

▪ Excludes support provided when no obligation exists

▪ Excludes a PG’s right to the PCU’s assets if the PCU dissolves

• Burden
▪ Includes tax-increment financing
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Misleading to Exclude

• Based on nature and significance of relationship with 
primary government
▪ Organizations closely financially related to or financially integrated 

with the primary government 

• Separate tax-exempt organizations
▪ Direct benefit

▪ Access to resources

▪ Significance (individually)
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Clarifications

• An entity may qualify as a potential component unit for 
more than one primary government, however

• An entity may only be reported as a component unit of one 
primary government
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Knowledge Check
Component Units



Question 1

Conceptually, the scope of the financial reporting entity 
is based on:

A. Financial interrelatedness

B. Financial oversight

C. Accountability of elected officials

D. Assumption of risks and benefits
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Question 2

Which of the following always would qualify as a 
primary government?

A. County

B. Municipality

C. School district

D. All of the above

E. Both A and B

88



Question 3

To qualify as a primary government, a special-purpose 
government must:

A. Have separate legal status

B. Have a separately elected governing body

C. Be fiscally independent

D. All of the above

E. Any of the above
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Question 4

Which of the following would be evidence of a relationship 
of financial benefit or burden?

A. The primary government is the largest single customer 
of a potential component unit

B. The primary government is entitled to the assets of a 
potential component unit should it dissolve

C. The primary government uses tax-increment financing 
to support the potential component unit
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Question 5

Which of the following is evidence of fiscal dependence?

A. Another government is responsible for determining the 
entity's compliance with a state balanced-budget law

B. The law prohibits all units of its type from issuing long-term 
debt

C. Another government must approve the unit’s budget

D. All of the above
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Question 6

If a voting majority of the board members of a primary 
government automatically serve as board members for a 
defined benefit pension plan that is a potential component unit, 
the “board appointment” criterion would be met, even though 
the primary government had not literally “appointed” the unit’s 
board.

A. True

B. False
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Question 7

It is possible for a potential component unit to meet the criteria 
for inclusion as a component unit of more than one primary 
government

A. True

B. False
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Question 8

It is possible for a single legally separate entity to be reported 
as a component unit of more than one primary government.

A. True

B. False
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Question 9

To meet the “board appointment criterion,” the primary 
government must have:

A. Continuing appointment authority

B. The ability to unilaterally abolish the unit

C. Either A or B

D. Both A and B
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Fiduciary Activities



Fiduciary Activities

• Fiduciary =  of, relating to, or involving a confidence or trust 
(Merriam-Webster Dictionary)

• Generally, a government’s activities on behalf of specific 
individual or organizational beneficiaries, and that are not an 
integral part of its governmental or business-type activities
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Identifying Fiduciary Activities

98

CU

Yes Yes NoNo

1 2 3 4

Are the activities carried out by a component unit or 
using assets controlled by the government?

Are the assets held for a pension or OPEB arrangement?

Government 
Control



Four Paths in Flowchart

1. Fiduciary component units that are pension and other 
postemployment benefit (OPEB) arrangements

2. Fiduciary component units other than pension and 
OPEB arrangements

3. Pension and OPEB arrangements that are not 
component units

4. Other fiduciary activities
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Component 
Units (CUs)

Primary 
Government 
Controls 
Assets



Path 1: Fiduciary Component Units – Postemployment Benefits (PEB)

• Meets component unit (CU) criteria of GASB 14

• Generally, fiduciary if it is one of the following arrangements:

GASB PEB Trusts

      (Path 1 A)

Non-Trusted PEB

      (Path 1 B)
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Pension plan 
administered 

through a trust

OPEB plan 
administered 

through a trust

Assets accumulated for 
pensions not in a trust 

from entities not part of 
the reporting entity

Assets accumulated for OPEB 
not in a trust from entities not 

part of the reporting entity 



Assets for the benefit of 
individuals not administered 

through a trust 

Assets for the benefit of 
organizations or other 

governments not administered 
through a trust 

Path 2: Fiduciary Component Units – Other Than PEB

• Meets component unit (CU) criteria of GASB 14

• Generally, fiduciary assets associated with the activity are:
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GASB Other 

Fiduciary Trusts

      (Path 2 A)

Non-Trusted 

Other Fiduciary

      (Path 2 B)

Administered through 
a trust 



Control of Assets (Path 3 and Path 4)

• Control of assets relevant to Government controls the assets of an activity 
if that government:

▪ Holds the assets, or 

▪ Has the ability to direct the use, exchange, or employment of the assets

• Clarifications
▪ Use – expends or consumes an asset for benefit of individuals, organizations, 

or other governments

▪ Direct – designate a third party to perform a government’s fiduciary duties 
without assuming them

‣ Does not alter government's ability to direct the use, exchange, or employment of the assets

▪ Control is not negated by

‣ Purpose restrictions 

‣ Delegation of authority (third-party administrator)
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Path 3: Pension and OPEB That Are Not CUs

• If not CU, pension and OPEB arrangements ARE fiduciary activities if the 
government controls the assets and is one of the following arrangements:
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GASB PEB Trusts

      (Path 3 A)

Non-Trusted PEB

      (Path 3 B)

Pension plan 
administered 

through a trust

OPEB plan 
administered 

through a trust

Assets accumulated for 
pensions not in a trust 

from entities not part of 
the reporting entity

Assets accumulated for OPEB 
not in a trust from entities not 

part of the reporting entity 



Path 4: Other Fiduciary Activities

• If not CU, other activities ARE fiduciary activities if the government controls 
the assets and is one of the following arrangements:

104

GASB Other 

Fiduciary Trusts

(Path 4 A)

Non-Trusted 

Other Fiduciary

(Path 4 B)

Administered 
through a trust

Assets for the benefit of 
individuals not administered 

through a trust 

Assets for the benefit of 
organizations or other 

governments not administered 
through a trust 



GASB Fiduciary Trusts

“PEB Trusts”

• Administered through trusts or
equivalent arrangements where:

▪ Contributions from employers and nonemployer contributing entities 
and earnings on those contributions are irrevocable

▪ Plan assets are dedicated to providing pensions/OPEB  to plan members in 
accordance with the benefit terms

▪ Plan assets are legally protected from the creditors of the employers, nonemployer 
contributing entities, and, for DB plans, members. 
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“Other Fiduciary Trusts”

• Administered through trusts or
equivalent arrangements where:

▪ The government itself is not 
a beneficiary of the trust

▪ Trust assets are dedicated to 
providing benefits to recipients 
in accordance with benefit terms

▪ Trust assets are legally protected 
from the creditors of the 
government.

Open this 
link as a 
new 
document

Open this 
link as a 
new 
document

https://garsapp.gasb.org/GetDocument.ashx?id=31877&type=Document&show_sources=false&d_hh=false&d_fhh=&sharedoc=false&d_deflist=&disableNotesBookmarks=false&d_gem=false#ftn.section_p20_new_fn2
https://garsapp.gasb.org/GetDocument.ashx?id=31877&type=Document&show_sources=false&d_hh=false&d_fhh=&sharedoc=false&d_deflist=&disableNotesBookmarks=false&d_gem=false#ftn.section_p20_new_fn4


Source Restrictions for Fiduciary Activities

• If non-trusted and not PEB-related, to be fiduciary, a 
government’s own activities (not CU) must be carried out 
using assets that the government controls and that are not its:
▪ Own source revenue, 

▪ Government-mandated or voluntary non-exchange transactions
‣ Except for pass-through grants for which the government does not 

have administrative or direct financial involvement
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Own-Source Revenues

• Generated by a government itself

• Includes:
▪ Exchange and exchange-like revenues (e.g., water charges, 

sewer charges) 

▪ Investment earnings

▪ Derived tax revenues (e.g., sales taxes, income taxes)

▪ Imposed nonexchange revenues (e.g., property taxes)
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Administrative Involvement

• A  government has administrative involvement if, for example, it: 
▪ Monitors compliance with the requirements* of the activity

▪ Determines eligible expenditures*, or 

▪ Has the ability to exercise discretion in how assets are allocated

▪ Sets fees

*Requirements established by the government or by a resource provider 
that does not directly benefit from the assets
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Fiduciary Fund 
Accounting



Fiduciary Fund Types

• Four types

1. Pension (and other employee benefit) trust fund

2. Investment trust fund

3. Private-purpose trust fund

4. Custodial fund
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Pension (and Other Employee Benefit) Trust Funds

• Fiduciary assets held in a GASB PEB trust or in a GASB other 
fiduciary trust
▪ Administers employee benefits for members of the plan
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Investment Trust Funds

• External investment pools
▪ Criteria

‣ Outside parties

‣ Generation of income as objective

‣ Sharing of investment earnings and losses

• Individual investment accounts
▪ Investments held for specific outside parties

• Trust complies with Cod. Sec. 1300.134(c)
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Private-Purpose Trust Funds

• All other trust activities
• Trust complies with Cod. Sec. 1300.134(c)

• Escheat property
▪ Only resources expected to be remitted to property owners

‣ Balance reported directly as revenue of fund to which the resources escheat

▪ Liability only for amounts due to specific property owners
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Custodial Funds

• All other fiduciary activities not held in trust

• External portion of investment pool, not held in a qualifying trust
▪ Portion held for parties outside of the government’s financial reporting entity

▪ Report in custodial fund but in separate column from other custodial funds 

• Fiduciary activity assets held for pension and OPEB benefits, not 
in a qualifying trust

• Have a measurement focus
▪ Reports all applicable financial statement elements

‣ Assets, deferred outflows, liabilities, deferred inflows, net position, additions, 
and deductions
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Liability Recognition

• Recognize liability to the beneficiaries in a fiduciary fund 
when an event has occurred that compels the government 
to disburse fiduciary resources

• Liabilities, other than those to beneficiaries, should be 
recognized in accordance with existing accounting standards 
using the economic resources measurement focus
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Fiduciary Fund 
Financial Statements



Basic Financial Statements

• Two basic financial statements
▪ Statement of fiduciary net position

▪ Statement of changes in fiduciary net position

• No statement of cash flows needed

117



Format

• Fund-type reporting
▪ A fiduciary fund cannot be a major fund

• One column for each fund type
▪ Pension (and other employee benefit) trust funds
▪ Investment trust funds
▪ Private-purpose trust funds
▪ Custodial funds

• Total column is not necessary since data from fiduciary funds 
are not included in the government-wide financial statements
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Fiduciary-Type Component Units

• Fiduciary-type component units are treated just like 
fiduciary funds
▪ Aggregate with the primary government’s fiduciary funds, 

by fund type
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Statement of Fiduciary 
Net Position



Format

▪ Net position format
 Assets + deferred outflows

    Less:  Liabilities + deferred inflows

 Net position

▪ Balance sheet format is not an option

▪ Assets and liabilities presented in their relative order 
of liquidity
‣ Classified presentation is not an option 
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Assets

• Level of detail for pension/other postemployment benefit 
(OPEB) plans
▪ Report by major categories

‣ Cash and cash equivalents

‣ Receivables

o By principal components

‣ Investments

o By principal components

‣ Assets used in operations
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Employer Receivable for Pensions/OPEB

• Basis for recognition for contributions receivable
▪ Sufficient

‣ Due pursuant to formal commitments

‣ Due pursuant to statutory or contractual requirements

▪ Insufficient
‣ Existence of employer liability 
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Categories of Fiduciary Net Position

• Categories of net position
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Fund Type

Pension (& 

other employee 

benefit) trust 

funds

Investment trust 

funds

Private-purpose 

trust funds
Custodial funds

Description of 

net position

Assets restricted 
for pensions
Assets restricted 
for post-
employment 
benefits other 
than pensions

Assets restricted 
for pool 
participants

Assets restricted 
for individuals, 
organizations, or 
other governments

Assets restricted 
for individuals, 
organizations, or 
other governments



Statement of Changes in 
Fiduciary Net Position





Example Additions

• Employer contributions

• Plan member contributions

• Other contributions

• Gifts and bequests

• Investment income
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Example Deductions

• Benefits and refunds paid to plan members and beneficiaries

• Administrative expenses

• Distributions to shareholders

• Benefit payments to individuals

• Payment of sales tax to other governments
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Statement of Changes in Fiduciary Net Position

• If, at time of receipt, resources held for three months or less
▪ Option to report single aggregated totals for each

‣ Additions 

‣ Deductions

▪ Example – County collects and remits property taxes to other 
 taxing bodies
‣ Addition – Property taxes collected for other governments

‣ Deduction – Property taxes remitted to other governments
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Investment Activity

• Trust funds
▪ Investment-related costs must be treated as a reduction of additions

• Postemployment benefit trust funds – report three elements 
▪ Net appreciation (depreciation) in the fair value of investments 

▪ Interest income, dividend income, and other income 

▪ Total investment expense* 
‣ Investment management fees, custodial fees, other significant 

investment-related costs

          *Always reported separately
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Investment Activity Example
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Reassignment of Employee Pension/OPEB Balances

• Sometimes an employee may change pension or OPEB plans 
by moving from one department or agency to another 
▪ Resulting movement of the employee’s account balances is treated 

as a deduction from the former and an addition to the latter
‣ Not a transfer 
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Knowledge Check
Fiduciary Activities



Question 1

Fiduciary funds should be reported by:

A. Major fund

B. Fund type

C. Both A and B
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Question 2

Which of the following is a true statement concerning the 
presentation of fiduciary-type component units?

A. They should be reported in one or more separate columns 
at the far right of the fiduciary fund financial statements

B. They should be excluded from the fiduciary fund 
financial statements

C. They should be treated like a fiduciary fund of the 
primary government
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Question 3

Which of the following would be reported as a fiduciary 
fund by a local government?

A. A state-administered pension plan for firefighters

B. An internal cash and investment pool

C. Both A and B

D. None of the above
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Question 4

A county has established an investment pool to provide for the 
combined management of $900 of local government resources 
and $300 of its own resources. What amount, if any, should be 
reported in an investment trust fund?

A. $1,200

B. $900

C. $300

D. $0
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Question 5

What amount should be reported as a liability to beneficiaries in 
a pension trust fund?

A. An amount equal to the assets reported in the fund

B. An amount equal to benefits actually due and payable 
to beneficiaries

C. An amount equal to the net present value of benefits 
earned to date by employees

D. Both B and C
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Question 6

Which of the following arrangements could be reported 
as an investment trust fund?

A. A public-entity risk pool

B. Internal pooled cash and investments

C. All of the above

D. None of the above
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Question 7

How are decreases in fiduciary funds properly described 
in the statement of changes in fiduciary net position?

A. Expenses

B. Deductions

C. Expenditures

D. Disbursements
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Question 8

Which of the following fund types would be included in 
the statement of changes in fiduciary net position?

A. Pension (and other employee benefit) trust funds

B. Private-purpose trust funds

C. Investment trust funds

D. Custodial funds

E. All the above

F. A, B, and C
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Question 9

Investment-related costs should be reported as part of:

A. Additions

B. Deductions
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Funds, Component 
Units, 

& Government-Wide 
Financial Reporting 



What’s Included in the Basic Financial Statements? 

• Government-wide financial statements

• Fund financial statements
▪ Governmental funds

▪ Proprietary funds

▪ Fiduciary funds

• Disclosures
▪ Summary of significant accounting policies (SSAP)

▪ Note disclosures to the financial statements
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Two Types of Accountability

• Operational accountability
▪ Government-wide financial statements

‣ Focus = Use and availability of resources to meet objectives

o Current period and the foreseeable future

• Fiscal accountability
▪ Fund financial statements

‣ Focus = Compliance

146



Government-Wide Financial Statements

147

• Governmental Fund Financial Statements
• General Fund, Special Revenue Funds, Debt Service Funds, 

Capital Projects Funds, Permanent Funds
• Internal Service Funds that primarily serve Governmental Funds

Governmental 
Activities

• Enterprise Fund Financial Statements
• Internal Service Funds that primarily serve Enterprise Funds

Business-type 
Activities 

• Not ReportedFiduciary Funds



Presentation of Component Units

• Based on relationship with primary government
▪ Integral part of the primary government?

‣ Treat component unit’s funds as funds of the primary government = 
Blending
o Exception = Reclassify general fund of the blended component unit 

as a special revenue fund

▪ Not an integral part of the primary government?
‣ Report together with but separately from the primary government

o One or more columns to the right of the primary government’s total column

• Not applicable to fiduciary-type component units
▪ Final result, however, equivalent to “blending”
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Component Units with Different Fiscal Year-Ends

• Component unit data to include:

▪ Option 1
‣ Most recently completed component unit fiscal year

▪ Option 2
‣ Next component unit fiscal year (if fiscal year-end is within three 

months of fiscal year-end of the primary government)
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Criteria for Blending

• Any of the following situations:
▪ Substantively the same governing body + financial benefit or burden
▪ Substantively the same governing body + operational responsibility
▪ Service or benefit (almost) exclusively to the primary government
▪ Total debt repayable (almost) entirely from resources of the primary 

government
▪ Primary government is sole corporate member of legally separate not-

for-profit corporation

• Exclusion = Legally separate tax-exempt organizations
▪ Discretely presented (except if sole corporate member)

150



How Funds are Combined for Blending

Separate reporting Reclassification Reporting entity

Fund Type
Primary 

government (as 
legally defined)

Blending 
component unit

Funds of blended 
component unit

Primary 
government

General fund 1 1 -1 1

Special revenue 2 1 +1 4

Debt service 1 1 2

Capital projects 1 1

Enterprise 2 2

Total 7 3 0 10
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Discretely Presented Component Units

• Statement of net position and statement of activities
▪ Present in one or more columns to the right of the primary 

government total column
▪ Three Two options

1. Report all component units in a single column

2. Report separate columns for each major component units, 
and a single column for all nonmajor in the aggregate

3. Report separate columns for each component unit

• Statement of cash flows is not needed for discretely presented 
component units
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After 103 is implemented, 
display each major DPCU 
in a separate column on 
statements of net position 
and activities, if it does not 
reduce readability (i.e., not 
too crowded)



Presentation of Component Units

• Option 1 – Present all in one column

▪ If any CUs are major, then a combining statement identifying the major 
CUS in the Basic Financial Statements is required

▪ If preparing an ACFR, a combining statement for the nonmajor CUs in 
the Supplementary Information is required
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Primary government

Component units
Governmental 

activities
Business-type 

activities Total

$500 $100 $600 $115



• Option 2 – Major CUs in separate columns

▪ If preparing an ACFR, a combining statement for the nonmajor CUs in the 
Supplementary Information is required

Presentation of Component Units
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Primary Government
Component units

Major
Non-MajorGovernmental 

activities
Business-type 

activities Total Unit 1 Unit 2

$500 $100 $600 $50 $50 $15



Source of Data for Discretely Presented Component Units

• Government-wide financial statements of those 
component units
▪ Entity-wide total column

‣ Primary government + discretely presented component units
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Major Discretely Presented Component Units

• Criteria for identifying major component units:
▪ Type of services it provides to citizens

▪ Engaged in significant transactions with the primary government

▪ Significant financial benefit or burden to primary government
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Presentation of Major Discretely Presented Component Units

• Presentation of information on each major component unit 
(three options)

1. Present each in a separate column

2. Present a combining statement in the basic financial statements

3. Present condensed data in the notes to the financial statements

157

After 103 is implemented, presentation DPCU 
condensed financial statements in the notes no 
longer an option



Knowledge Check
Government-wide Reporting



Question 1

Which financial statements are especially well suited for 
demonstrating fiscal accountability?

A. Government-wide financial statements

B. Fund financial statements
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Question 2

A primary government has a general fund and two special revenue 
funds. Its single blended component unit has a general fund and 
three special revenue funds. How many special revenue funds 
would be reported by the financial reporting entity?

A. Two

B. Three

C. Five

D. Six
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Question 3

The “(almost) exclusive service or benefit” criterion is only 
applicable in situations where the primary government and a 
component unit share substantively the same board.

A. True

B. False
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Question 4

What is the minimum number of columns that would need 
to be presented on the face of the financial statements for 
seven discretely presented component units if just two were 
considered to be major units?

A. One

B. Three

C. Seven
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Question 5

From which column of a component unit’s government-wide 
financial statements should data be drawn for inclusion in the 
financial statements of the financial reporting entity?

A. Primary government total column

B. Entity-wide total column

C. Either A or B
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Interfund Activity



Categories of Interfund Activity

• Reciprocal (exchange/exchange-like transactions)
1. Interfund loans

2. Interfund services provided and used

• Nonreciprocal (nonexchange transactions)
3. Interfund transfers

4. Interfund reimbursements
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Reciprocal - 1. Interfund Loans

• Payments made to others with the expectation of repayment
▪ Repayment not expected in a reasonable time?

‣ Reclassify as transfer

• Treatment
▪ Lender – Report receivable

▪ Borrower – Report payable
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Journal Entries for Interfund Loans
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Reciprocal -  2. Interfund Services Provided and Used

• Payments for goods provided or services rendered
▪ Payments related to programmatic activity

‣ Water billings vs. overhead allocation

• Treatment
▪ Seller = Report receivable + revenue

▪ Buyer = Report payable + expense/expenditure

168



Journal Entries for Interfund Services Provided and Used
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Nonreciprocal - 3. Interfund Transfers

• Subsidies
▪ Including loans without expectation of repayment in a 

reasonable period

• Treatment
▪ Provider – Report transfer out

▪ Recipient – Report transfer in
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Journal Entries for Interfund Transfers
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Nonreciprocal - 4. Interfund Reimbursements

• Repayment from other funds of amounts paid on their behalf
▪ Allocation of overhead

▪ Combined payments to vendors for goods and services to multiple funds

▪ Combined receipts of taxes, fees or grant revenue due to multiple funds

• Treatment of reimbursements
▪ Recipient of repayment – Reduction of expense/expenditure

▪ Fund making repayment – Expense/expenditure

▪ Fund that collected combined receipts – Reduction of revenue*

▪ Fund entitled to receipts – Revenue*

172* Based on circumstances, might alternatively be unearned revenue or deferred inflows of resources



Interfund Reimbursement Example

• All departments and programs order office supplies using a city-
wide purchasing contract with a vendor

• All invoices from the vendor are paid initially out of the general 
fund, and then other funds reimburse the general fund for the 
supplies they ordered and received

• Reimbursements take place periodically. If a reimbursement is 
not made prior to FYE, the interfund balance is reported.
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Journal Entries for Interfund Reimbursements 
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Journal Entries for Interfund Reimbursements (cont.) 

       DR    CR 

General fund

 Cash       $100

         Due from other funds – special revenue fund    $100

 (Receipt for interfund balance)

Special revenue fund      

 Due to other funds – general fund   $100   
         Cash         $100

 (Payment for interfund balance)
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Transfers of Capital Assets 

• Two rules

1. Transfers must equal  
‣ Transfers in = Transfers out

2. A capital asset can never change value as a result of 
movement within the financial reporting entity
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Challenge 1: Difference in Measurement Focus

• Governmental funds
▪ Do not report capital assets

• Proprietary funds
▪ Do report capital assets
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Practical Result

• Transfers of capital assets between governmental 
funds and proprietary funds cannot “balance”

▪ Governmental funds cannot report
‣ The receipt of a capital asset

‣ The disposal of a capital asset

▪ Proprietary funds must report
‣ The receipt of a capital asset

‣ The disposal of a capital asset
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Solution

• Proprietary funds
▪ Receipt of capital asset from governmental fund = Capital contribution 

(not transfer in)

▪ Contribution of capital asset to governmental fund = Loss on disposal 
(not transfer out)

• Governmental funds
▪ Nothing to report in either direction

179



Transfer of Capital Asset from General Fund to Enterprise Fund

Fund level    
General fund (no JE)

Enterprise fund

  

(Receipt of general government capital asset)
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DR CR
Capital asset 130$    
      Accumulate depreciation 30$      
      Capital contribution 100      



Transfer of Capital Asset from General Fund to Enterprise Fund (cont.)

Government-wide level
Governmental activities

(Transfer of capital asset to enterprise fund)

Business-type activities
   

(Transfer of general government capital asset)

DR CR
Accumulated depreciation 30$      
Transfer out 100      
      Capital asset 130$    

DR CR
Capital contribution 100$    
      Transfer in 100$    
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Transfer of Capital Asset from Enterprise Fund to General Fund

Fund level    
General fund (no JE)

Enterprise fund
   

(Donation of capital asset to general government)
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DR CR
Accumulated depreciation 30$      
Non-operating expense-
 loss on disposal 100      
      Capital asset 130$    



Transfer of Capital Asset from Enterprise Fund to General Fund (cont.)

Government-wide level  
Governmental activities

(Transfer of capital asset from enterprise fund)

Business-type activities
   

(Transfer of general government capital asset)

DR CR
Capital asset 130$    
      Accumulated depreciation 30$      
      Transfer in 100      

DR CR
Transfer out 100$    
      Non-operating expense-
       loss on disposal 100$    
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Government-Wide Financial Statements

• Single measurement focus and basis of accounting
▪ Both governmental activities and business-type activities 

report capital assets
‣ Therefore transfers of capital assets would balance

• Result 
▪ Enterprise fund financial statements

‣ Capital contribution/loss on disposal

▪ Government-wide financial statements
‣ Transfers in/transfers out
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Challenge 2: Internal Sales of Capital Assets at Acquisition Value

• Asset value = Carrying value

• If carrying value < acquisition value

• How to treat the difference?
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Example

• Enterprise Fund A sells equipment to Enterprise Fund B 
at acquisition value

• Carrying value:

• Acquisition value = $90
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Historical cost 100$       
Accumulated depreciation (30)          
Carrying value 70$         



Internal Sale of Capital Asset at Acquisition Value (Between Enterprise 
Funds)

Enterprise fund A

(Sale of capital asset to another fund)

Enterprise fund B

(Purchase of capital asset from another fund)

DR CR
Cash 90$      
Accumulated depreciation 30        
      Equipment 100$    
      Transfer in 20        

DR CR
Tranfer out 20$      
Equipment 100      
      Accumulated depreciation 30$      
      Cash 90        
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Example

• General Fund sells equipment to Enterprise Fund at 
acquisition value

• Carrying value:

• Acquisition value = $90
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Historical cost 100$       
Accumulated depreciation (30)          
Carrying value 70$         



Internal Sale of Capital Asset at Acquisition Value (Between General 
Fund & Enterprise Fund)

Fund level    
General fund 

 

(Sale of capital asset to another fund)

Enterprise fund 
   

(Purchase of capital asset from another fund)

DR CR

Cash 90$      

      Transfer in 20$      

OFS - Sale of capital asset 70        

DR CR
Transfer out 20$      
Equipment 100      
      Accumulated depreciation 30$      
      Cash 90        
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Internal Sale of Capital Asset at Acquisition Value (Between General 
Fund & Enterprise Fund) (cont.)

Government-wide level  
Governmental activities
    

(Sale of capital asset to another fund)

Business-type activities (no additional JE needed)
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DR CR

OFS - Sale of capital asset 70$      

Accumulated depreciation 30        

      Equipment 100$    



Activity Involving Discretely Presented Component Units

• Transactions vs. interfund activity
▪ Subsidies received = Revenue

‣ Not transfer in

▪ Subsidies provided = Expense/expenditure
‣ Not transfer out
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Knowledge Check
Interfund Activity



Question 1

How would the general fund classify the billing of other funds 
for their proportionate share of general government overhead?

A. Interfund services provided and used

B. Interfund reimbursements

C. Interfund transfers

D. Either A or B
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Question 2

How would a fund that provided programmatic services 
to another fund classify its billing of the other fund for 
those services?

A. Interfund services provided and used

B. Interfund reimbursements

C. Interfund transfers

D. Either A or B

194



Question 3

How would the general fund classify its annual subsidy 
to a water utility?

A. Interfund transfers

B. Revenue and expenditure/expense

C. Either A or B
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Question 4

Which of the following would be reported as a transfer?

A. A capital asset is moved from governmental activities 
to business-type activities 

B. A capital asset is moved between two proprietary funds

C. A capital asset associated with the operations of a 
governmental fund is moved to an enterprise fund

D. All of the above

E. Both A and B
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Question 5

A discretely presented component unit pays $100 (acquisition 
value) for a capital asset of the primary government with a 
carrying value of $60. At what amount would the component 
unit report the newly acquired asset?

A. $100

B. $60
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Government-Wide 
Financial Statements



Financial Statements

Type of 
financial 
statement

Private-
sector 
business

Governmental 
Funds Proprietary funds Government-wide 

reporting

Statement of 
position

Balance 
sheet

Balance Sheet Statement of 
net position

Statement of 
net position

Statement of 
resource flows 
– accrual basis

Operating 
statement

Statement of 
revenues, 
expenditures and 
changes in fund 
balances

Statement of 
revenues, & 
changes in net 
position

Statement of 
activities

Statement of 
resource flows 
– cash basis

Statement 
of 
cash flows

N/A Statement of 
cash flows

N/A
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Scope

• Include
▪ Governmental funds

▪ Proprietary funds

▪ Non-fiduciary component units

• Exclude
▪ Fiduciary funds

▪ Fiduciary component units
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Government-Wide 
Statement of Net Position



Format Options

• Net position format (preferred):

• Balance sheet format:
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Presenting Assets and Liabilities

• Relative order of liquidity, or

• Classified presentation
▪ Current

▪ Noncurrent

• Either presentation is acceptable
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Assets Total Current portion
Noncurrent 

portion Average maturity

Type A $100 $ 80 $ 20 3 months

Type B $150 $125 $ 25 5 months

Type C $200 $ 60 $140 15 months

Total $450 $265 $185 9 months

Illustration – Relative Order of Liquidity Approach

A statement of net position prepared using the relative order of liquidity approach would 
present just three lines, as follows:
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Illustration – Relative Order of Liquidity Approach Additional Requirement

• Additional requirement for liabilities with an average maturity 
in excess of one year

• Report together but disclose components
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Illustration – Classified Presentation Approach

In contrast, a statement of net position 
presented using the classified approach 
would report six lines:
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Assets Total Current portion Noncurrent 
portion Average maturity

Type A $100 $ 80 $ 20 3 months

Type B $150 $125 $ 25 5 months

Type C $200 $ 60 $140 15 months

Total $450 $265 $185 9 months



Activity Columns

• Governmental fund data
▪ Incorporated into governmental activities

• Enterprise fund data
▪ Incorporated into business-type activities

• Internal service fund data
▪ Incorporated into activity of predominant customers
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Primary Government Total Column

• Consolidated
▪ Receivables and payables between governmental activities 

and business-type activities must be netted
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Discretely Presented Component Units

• Reporting on the government-wide financial statements options 
after GASB 103
▪ Single column for aggregate of all DPCUs

‣ Combining statement will be required to identify major component units, if any

▪ Separate column for each major discretely presented component unit 
(DPCU), one column for aggregate of all other component units.
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Optional Presentations

• Total column for reporting entity
▪ Extra eliminations required

• Comparative data
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211

Optional

Entity-wide 
Total



212
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Presentation of Capital Assets

• At a minimum, depreciating and non-depreciating 
assets should be presented on separate lines
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Net Position

• Three components
1. Net investment in capital assets

2. Restricted net position

3. Unrestricted net position

• Focus on degree to which there are constraints on purposes for 
which amounts can be spent
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Net Investment in Capital Assets Calculation

Capital assets (both tangible and intangible)
Less: Accumulated depreciated/amortization

Less: Outstanding principal of capital-related borrowings related to the government’s 
 own capital assets (limited to proceeds expended for capital purposes and excluding unspent 
proceeds) (“outstanding capital-related debt”)

Less: Debt used to refund capital-related borrowings

Less: Any other (non-debt) capital-related liabilities as of fiscal year end, including 
 accounts payable and retainage payable

Less Original issue premiums on outstanding capital-related debt

Less: Capital-related deferred inflows of resources (such as a gain on refunding 
 of outstanding capital-related debt)

Plus: Original issue discounts on outstanding capital-related debt

Plus: Capital-related deferred outflows of resources (such as a loss on refunding 
 of outstanding capital-related debt)

Equals: Net investment in capital assets
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• Include 
▪ All of the government’s own capital 

assets (tangible and intangible), 
even if acquired without borrowing 

▪ Debt used to construct, develop, 
acquire, or improve a government’s 
own capital asset (including any 
related premiums or discounts)

▪ Unamortized deferred inflows of 
resources arising directly from the 
acquisition or improvement of the 
government’s capital asset

• Exclude
▪ Amounts related to debt proceeds 

not yet expended

▪ Borrowings within the primary 
government

▪ Borrowings related to capital 
assets of another government

▪ Proceeds applied for noncapital 
purpose, i.e., debt service “reserve 
fund” or issuance costs

Net Investment in Capital Assets
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Net Investment in Capital Assets (cont.)

• If capital-related debt is later refunded, refunding debt assumes 
capital-related character
▪ Deferred resource flows (deferred “gains” and “losses”) from refunding 

are also capital and are included in the calculation

• It is possible for the net investment in capital assets to be a 
negative number
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Example

• Assumptions
▪ $20,000 bonds issued

‣ $500 used to fund debt service reserve account and issuance costs

▪ Spending through completion of project
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Calculation of Capital-Related Debt

220

The amount of capital-related debt for each of these years would be 
calculated as follows:

Year 1 Year 2 Year 3

Beginning Balance of 
capital-related debt $       0 $ 7,600 $17,450

Capitalized project 
spending 7,500 9,800 2,000

Noncapitalized 
project spending 
(non significant)

100 50 50

Ending balance 
capital-related debt

$7,600 $17,450 $19,500



• Capital-related debt

Recap
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Associating Capital Assets With Borrowings

• Borrowing must be in same column as the capital asset
▪ General government capital asset + general government debt

▪ Business-type activity capital asset + business-type activity debt
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Example 1

• Taxpayer-supported debt
▪ Governmental activities

• Used to acquire enterprise fund asset
▪ Business-type activities

• Capital-related debt only in primary government total column
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Example 1

• Governmental activities
▪ Debt reported, no impact on NICA

• Business-type activities
▪ Reports the capital asset and, thus, the amount included in 

NICA

• Primary government NICA amount would include both the 
capital asset and the capital-related debt
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Example 2

• Debt of the primary government

• Used to acquire capital asset for discretely presented 
component unit

• Capital-related debt only in entity-wide total column 
(if presented)
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Capital Assets

• Capital assets that are not reported
▪ GASB Statement Number 34

‣ Governments have the option not to capitalize (report) some assets (e.g. 
infrastructure acquired or constructed prior to June 30, 1980) 

o Debt related to such capital assets should still be considered “capital-related debt”

• If no related borrowings
▪ Do not describe as “net”

‣ Investment in capital assets
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Restricted Net Position

• Formula:  
 Restricted resources (assets) 

Less: Related liabilities and deferred inflows of resources      

 Restricted net position

• Related liabilities
▪ Liabilities that will be repaid from restricted resources

‣ Exclusive of capital-related debt, which is always included as part of 
net investment in capital assets

▪ Liabilities that provided restricted resources

• Restricted = externally enforceable limitations on use
▪ Parties outside of government (grantors, donors, or other governments)

▪ Includes constitutional provisions and enabling legislation
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When is a Liability/Deferred Inflow Related to Restricted Assets?

• Liability/deferred inflow of resources resulted from the same 
flow of resources that produced the restricted asset
▪ Liability to grantor for unspent portion of an advance

• Asset must be used to repay the liability*

* Exclusive of capital-related borrowings, which are always included as part of the 
calculation of net investment in capital assets
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Restrictions Must Be Substantive

• Governmental activities
‣ Purpose narrower than governmental activities

o Fire protection grant restricted 

☐ Purpose narrower than governmental activities

• Business-type activities
‣ Purpose narrower than individual enterprise fund

‣ Total amount reported as restricted net position in the business-type activities 
column should equal the sum of the amounts reported in the enterprise fund 
financial statements 

• Always a positive balance
• Flow assumptions may be necessary
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Example: Restrictions in Governmental Activities vs. BTA

Resources limited 
to spending on:

Governmental Activities / 
Transit Special Revenue Fund

Business-type Activities / 
Transit Enterprise Fund

Any transit purpose Restricted Unrestricted

Light-rail transit Restricted Restricted
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Assets Accumulated for Capital Purposes

• Unexpended assets restricted for capital purposes should be 
included as part of the calculation of restricted net position
▪ Not a capital asset until expended
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Clarifications

• Neither restricted net position in total, nor any subcategory of 
restricted net position, could ever report a negative balance 

• A flow assumption is needed if a government plans to use both 
restricted and unrestricted resources for the same purpose
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Restricted Net Position Detail

• Distinguish expendable and nonexpendable portions 
(if a portion is nonexpendable)

• Display major categories in meaningful detail on the face 
of the government-wide statement of net position
▪ Note disclosure is not sufficient
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Unrestricted Net Position

• Residual category

• Includes borrowings used to finance capital grants to others

• Includes long-term borrowings within the primary government
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Calculation of Net 
Investment in 
Capital Assets

Exercise



Assumptions

• Example of annual comprehensive financial report

• Assumptions
▪ Calculate the net investment in capital assets for each example’s 

governmental activities only 
▪ Use the supporting documentation from each example’s annual 

comprehensive financial report (Statement of Net Position and 
notes to the financial statements) for the calculation

▪ Use Net Investment in Capital Assets Calculator (Excel worksheet)
▪ Assume all outstanding deferred inflows/deferred outflows of resources 

related to the refunding of debt are capital-related

236



237



Notes Explanations (not definitions)

a Reporting unit: Generally, a column in basic financial statements represents a 
reporting unit

Liabilities and deferred resource flows pertaining specifically 
to the capital assets reported in the same column are relevant 
to the calculation

b Capital debt & 
other Capital 
borrowings:

Includes only debt and other borrowings of the reporting unit 
from which the proceeds were used for capital purposes 
resulting in capital assets of the same reporting unit. All 
successor borrowings of the reporting unit that refinance 
earlier borrowings from which the proceeds were used for 
capital purposes

c Capital purposes: Construction, development, acquisition or improvement of 
capital assets of the reporting unit

Calculation of Net Investment in Capital Assets
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Where to Find the Necessary Information?

1. Information on the carrying value of the capital assets?
▪ Face of the statement of net position; capital asset note disclosure

2. Information on capital-related debt?
▪ Debt note disclosures

3. Information on premiums and discounts from capital-related 
debt?
▪ Debt note disclosures

4. Information on capital-related liabilities, other than debt?
▪ Retainage payable; accounts payable
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Where to Find the Necessary Information? (cont.)

5. Information on deferred outflows of resources and deferred 
inflows of resources from refinancing of capital-related debt?
▪ Face of the statement of net position, and the long-term liabilities note 

disclosures

6. Information on deferred inflows of resources from capital asset 
acquisition through certain arrangements (conduit debt 
associated arrangements and PPPs)?
▪ Face of the statement of net position, and note disclosures

7. Information on unspent bond proceeds of capital-related debt?
▪ Restricted cash and investments reported in capital projects fund; also 

consider amount of proceeds not spent on capital assets in debt service 
reserve funds.
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Example 1



Statement of Net Position - Assets

$17,031,482

Page 1 of exercise handout
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Statement of Net Position – Liabilities & Deferred Inflows of Resources

Page 1 of exercise handout
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Note Disclosures – Long Term Liabilities (cont.)

Capital

Capital

Capital

Refunding debt

Page 3 of exercise handout

244



Note Disclosures – Long Term Liabilities (cont.)

Capital

Capital

Capital

245

Page 3 of exercise handout



Statement of Net Position – Deferred Outflows of Resources

Page 1 of exercise handout
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Note Disclosures – Long Term Liabilities

$480,204
Not 

Capital

$2,258,000

Refunding debt $4,578,432 - $480,204 = $4,098,228 Capital L-T Liabilities

Page 2 of exercise handout
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Example #1 – ANSWER KEY
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Example #1 – ANSWER KEY (cont.)
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Review



Question 1

Which of the following presentations could be used to present 
required information on individual major discretely presented 
component units?

A. Separate columns in the financial statements
B. Condensed financial data in the notes
C. Combining statements in the financial subsection of the 

comprehensive annual financial report (CAFR)
D. All of the above
E. Both A and B
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Question 2

The primary government’s fiscal year ends on September 30, 
2020, while its component unit’s fiscal year ends on December 
31, 2020.  As of what date should component unit data be 
presented in the financial statements of the reporting entity?

A. December 31, 2019

B. December 31, 2020

C. September 30, 2020

D. Either A or B
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Question 3

Legally separate tax-exempt organizations that qualify as 
component units should be:

A. Blended

B. Discretely presented

C. Either A or B depending upon the circumstances
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Question 4

Which of the following columns would be reported in 
government-wide financial statements?

A. Governmental activities

B. Business-type activities

C. Fiduciary activities

D. Both A and B

E. All of the above
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Question 5

Which of the following would be visible in the statement 
of resource flows?

A. Interfund loans

B. Interfund reimbursements

C. Transfers

D. All of the above

E. None of the above
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Question 6

How would a borrowing between two funds be classified?

A. Interfund loan

B. Interfund transfer

C. Either A or B
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Question 7

It is possible that a transaction reported as a transfer in one 
set of financial statements will be reported differently in a 
separately issued set of financial statements.

A. True

B. False
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