
Contents

CHAPTER 1
F inancia l R eporting  fo r  G overnm enta l and  N o t-fo r-P ro fit 
E ntities  1

Sources o f F inancia l R eporting  S tandards 1

D is ting u ish in g  C haracteristics o f G ove rnm en ta l and 
N o t-fo r-P ro fit En tities 3
O b jectives o f F inancia l R eporting  4

G overnm enta l F inancia l R eporting  6
C om prehensive  A n nu a l F inancia l R eport 6
Fund and A cco un t G roup  A ccoun ting  and R eporting  9
A na lys is  o f  G overnm enta l F inancia l S ta tem en ts ;
Independen t A u d ito rs ' R eports 9
M anageria l In fo rm a tio n ; A cco un tin g  and R eporting  fo r  
Federal A genc ies 9

F inancia l R eporting  o f N o t-fo r-P ro fit En tities 10
A  Caveat 10

CHAPTER 2
Princip les o f A ccoun ting  and  F inancia l R eporting  fo r  S tate
and  Local Governm ents 15

S u m m a ry  S ta tem en ts o f  P rinc ip les 16
G overnm enta l R eporting  E n tity  23
CAFR and CUFR; GPFS and CUFS 25

A  S u m m a ry  o f  A ccoun ting  C haracte ris tics o f Fund Types 26
A cco un tin g  C haracteris tics C om m on to  G ove rnm en ta l 
Funds 26
A cco un tin g  C haracteris tics C om m on to  P rop rie ta ry  Funds 27
A cco un tin g  C haracteris tics o f  F iduc ia ry  Funds 28



CHAPTER 5
C ap ita l Pro jects Funds 138

Legal R equ irem ents  141
G enera l O u tline  o f Capital Pro jects Fund A ccoun ting  141

Illu s tra tive  F inancia l S ta tem en ts fo r  a Capital 
P ro jects Fund 145
A lte rn a tiv e  T rea tm en t o f Residual E qu ity  o r D efic its  145
Bond P rem ium , D iscount, and A ccrued In terest on 
Bonds S o ld  146
R etained Percentages 148
C la im s and Ju dg m e n ts  Payable 149
Bond A n tic ip a tio n  Notes Payable and the  Problem  o f 
In te res t E xpend itu res 149
Investm ents  151

M u ltip le -P e rio d  and M u ltip le -P ro jec t Bond Funds 152
R eestab lishm en t o f Encum brances 153

A c q u is itio n  o f G eneral Fixed Assets under Lease 
A g ree m e n ts  154
C o m b in in g  F inancia l S ta tem ents fo r  Capital Pro jects Funds 156

CHAPTER 6
General F ixed  Assets A cco u n t Group 174

G eneral F ixed A sse ts  176

Land 177
B u ild in g s  and Im pro vem en ts  O ther than  B u ild ing s  177
E qu ipm en t, o r M ach in e ry  and E qu ipm en t 178

C ons truc tion  W ork  in Progress 179
Leased Assets 179
Source  A ccoun ts  o r " In v e s tm e n t in G eneral Fixed A sse ts " 179 
Cost a fte r A c q u is itio n  180
R eduction o f  Cost 180

Illu s tra tiv e  E n tries 181

D eta iled  P rope rty  A ccoun ts  184
C lass ifica tion  o f  S ubs id ia ry  A ccoun ts  186
Inven to ries  o f  F ixed Assets 188
S ta tem en ts  o f  G enera l F ixed Assets 191



Contents xiii

CHAPTER 7
D eb t Service Funds 208

Types o f  D ebt Service Funds 208
B udge ting  fo r  Debt Service 209
Bearer Bonds and Registered Bonds 210
N um be r o f Debt Serv ice  Funds 211
Use o f G eneral Fund to  A cco u n t fo r  D ebt Serv ice  212
Debt Service A cco un tin g  fo r  R egula r Seria l B onds 212
Debt Service A cco un tin g  fo r  Deferred S eria l B onds 214
Debt Service A cco un tin g  fo r  T erm  Bonds 218
D isclosures in N otes to  the  F inancia l S ta tem en ts  224
A m o rtiza tion  o f P rem ium  and D iscoun t on  In ves tm e n ts  225

Use o f D ebt Service Funds to  Record Capital 
Lease Paym ents 226
A ccoun ting  fo r  D ebt R efund ing  227
A dvance  R efund ing  o f D ebt 227
D isc losures abou t A dvance  R e fund ings  229

CHAPTER 8
General Long-Term  D eb t A cco u n t Group 248

General Long-Term  Debt A cco u n t G roup  248
Illu s tra tive  Case 250

Changes in Long-Term  D ebt 253
G eneral Long-Term  Debt A r is in g  fro m  Capital 
Lease A g reem en ts  254
P rinc ipa l and In te rest Payable in Future  Years 255
Debt L im it and D ebt M a rg in  256
O verlapp ing  Debt 259

CHAPTER 9
A ccoun ting  and F inancia l R eporting  fo r  Specia l
Assessments 272

Specia l A ssessm en t Fund A cco u n tin g  S tandards,
1979-1987  273

Illu s tra tive  T ransactions  and Entries 275
Special A ssessm ent Fund F inancia l S ta tem en ts  278

R eporting  Specia l A ssessm en t T ransac tions  in  C o n fo rm ity  
w ith  GASB S tandards 279

G eneral G ove rnm en ta l U n it O b liga ted  fo r  Debt Service 279



R eporting  P rop rie ta ry  Fund Fixed Asse t C onstruc tion  284
G enera l G ove rnm en ta l U n it N o t  O b liga ted  fo r  Debt 
Service 285
Services F inanced by Specia l A ssessm ents 286
Specia l A ssessm ent D is tric ts  as C om ponen t U n its  286
Specia l A ssessm ent D is tric ts  Independent o f A n y  General 
G ove rnm en ta l R eporting  E n tity  287

CHAPTER 10
In te rn a l Service Funds 295

E stab lishm en t and O pera tion  o f In ternal Service Funds 296
Illu s tra tive  Case— S upp lies  Fund 298

Illu s tra tive  S ta tem en ts  302
C o m b in in g  S ta tem en ts  306
A c q u is itio n  o f Assets by C o n tr ib u tio n s  o r G rants 306
D eprec ia tion  o f C on tribu ted  Assets o r Asse ts A cqu ired  
fro m  C ap ita l G rants 307
A sse ts  A cq u ired  under Lease A g reem ents  308
In te rna l Serv ice  Funds w ith  M anu fac tu ring  A c tiv itie s  309
In te rna l Serv ice  Funds as F inancing  Devices 310
D isso lu tio n  o f an In te rna l Service Fund 311

CHAPTER 11
Enterprise Funds 325

Illu s tra tiv e  W a te r U tility  Fund Balance Sheet 326
U til ity  P lant 328

O the r P rope rty  and Investm ents  329
C urren t and A ccrued Assets 330
D eferred  D ebits 331
Long-Term  Debt 331
C urren t L iab ilitie s  332

C us tom er D eposits  332
Fund E q u ity  332

Illu s tra tive  A cco u n tin g  fo r  a W ate r U tility  Fund 333

Illu s tra tive  S ta tem en ts  337
C o m b in in g  S ta tem en ts  341
Events in  F o llow in g  Year 342
A cco un tin g  fo r  N o n u tility  E n te rp rises 342
R equired S egm en t In fo rm a tio n  343



CHAPTER 12
Fiduciary Funds: Agency Funds and  Cash and
Investm en t Pools 363

Agency Funds 364
IRC Section 457 D eferred C om pensa tion  Plans 365
A gency Fund fo r  Specia l A ssessm ent Debt Serv ice  365
Tax A gency Funds 366
Illu s tra tion  o f C om po s ition  o f  To ta l Tax Rates 366
A ccoun ting  fo r  Tax A gency Funds 369
Entries M ade by Funds and U n its  P a rtic ipa ting  in Tax 
A gency Funds 372

"P ass -T h ro u g h " A gency Funds 373
Cash and Inves tm ent Pools 374

C reation o f a Cash and In ves tm e n t Pool 374
O pera tion  o f  a Cash and In ves tm e n t Pool 376

W ith d ra w a l fro m  Pool 378

CHAPTER 13
F iduciary Funds: Trust Funds and  Public Em ployee
Retirem ent Systems 388

A cco un tin g  fo r  T ru s t Funds— G enera l R ecom m endations  389 
Illu s tra tive  Case— N onexpendab le  T rus t Funds and 
Expendab le  T rus t Funds 391

Illu s tra tive  Entries— N onexpendab le  T ru s t Fund 391
Illu s tra tive  F inancia l S ta tem en ts— N onexpendab le  T rust 
Fund 394
Illu s tra tive  E n tries— Expendab le  T ru s t Fund 396

A cco un tin g  fo r  P ub lic  E m p loyee  R e tirem e n t S ys tem s 398
S u m m a ry  o f R equ irem ents  fo r  PERS F inancia l R eporting  399 
Required Balance Sheet D isc losures 401
PERS— Illus tra tive  Case 403
S u m m a ry  o f GASB R equ irem ents fo r  G o ve rnm e n t 
Em p loyers  F inancia l R eporting  406
Exchanges o f F ixed-lncom e S ecurities  407

CHAPTER 14
Review  o f A ccoun ting  and  F inanc ia l R eporting  fo r  S tate and  
Loca l G overnm enta l U n its  426

S u m m a ry  o f th e  N ature and A cco un tin g  C haracte ris tics  o f 
Funds and A cco un t G roups 426



xvi Contents

G overnm en ta l Funds 427
G eneral Funds and Specia l Revenue Funds 427
Capita l P ro jects Funds 431
Debt Service Funds 432

P roprie ta ry  Funds 433
In te rna l Serv ice  Funds 433
E nterprise  Funds 434

F iduc ia ry  Funds 434
T rust and A gency Funds 434

A cco un t G roups 435
G enera l Fixed Assets 435
G enera l Long-Term  D ebt 436

S u m m a ry  o f In te rfund  T ransactions 436
T ransactions  and  T ransfers betw een Funds 437

In te rfu nd  Loans and Advances 437

Transactions  to  Be R eported as Revenues
and E xpend itu res 438
T ransactions  in th e  N ature o f R e im bursem ents  o f 
E xpend itu res 439
R ecurring  Period ic  S h ifts  o f Resources
(O pera ting  T ransfers) 440

N on re cu rring  T ransfers M ade in C om pliance  w ith  Special 
S ta tu tes (E quity  T ransfers) 440

Events R equ iring  R ecogn ition  in M ore  th an  One 
A cco un tin g  E n tity  441

A cq u is itio n  o f G eneral Fixed Assets 441
C reation  o r R epaym ent o f General Long-Term  Debt 442

The G o ve rnm e n ta l R eporting  E n tity  443
E n tity  D e fin ition  C rite ria  444

O ve rs ig h t R espons ib ility  445
Scope o f Public Service 445
Specia l F inancing  R e la tionsh ips 447

G overnm en ta l F inancia l R eports 447
Need fo r  Periodic R eports 448
In te rim  F inancia l R eports 448
A n nu a l F inancia l R eports 449

A cco u n tin g  fo r  S ta te  and Local G ove rnm en ts— H ow  W e G ot 
to  W here  W e A re ; W ha t Else Is Needed 463



Contents xvii

CHAPTER 15
A ud its  o f G overnm enta l and  N o t-fo r-P ro fit E n tities 489

Financia l A u d its  by Independen t CPAs 489

A u d its  o f State and Local G overnm ents 489

A u d its  o f  N o t-fo r-P ro fit En tities 495

G o ve rnm e n t A u d itin g  S tandards 499

S ing le  A u d it 502

A na ly tica l Review  Procedures 507

Risk and M a te ria lity 507

Eva lua ting  F inancia l C ond ition 509

A u d it C om m ittees 512

CHAPTER 16
Budgets fo r  Resource M anagem ent; Cash Planning  
and C ontro l 529

Budgets fo r  M anagem en t 529

In te rre la tion  o f P o licyse tting , Serv ice  D e livery , and 
E va lua tion  A c tiv itie s 532

B udge ting  G ove rnm en ta l A p p ro p ria tio n s 532

B udge ting  G ove rnm en ta l Revenues 536

Program  Budget Exam ple 537

B udge ting  Capita l E xpend itu res 545

Cash P lann ing 549

Cash Receipts B udgeting 550

Cash D isbu rsem ents  B udge ting 552

Forecasting M o n th ly  Cash S u rp lus  o r D efic its 553

Keeping th e  Cash Budget Realistic 555

Cash C on tro l 555

R equ irem ents  fo r  A dequa te  Cash A cco un tin g 556

D ete rm in ing  W h e the r A ll Cash th a t O ugh t to  Be Received 
Is Received 556

C lass ifica tion  by Fund 559

C ustody and P ro tection  o f Cash 559

Cash Records 561

A cco un tin g  fo r  D isbu rsem ents 563

Cash S tatem ents 564

T reasure r's  D aily Cash S ta tem en t 564

O ther Cash R eports 565

C onclus ion 566



xv iii Contents

CHAPTER 17
C ost D eterm ina tion  fo r  G overnm enta l and
N o n p ro fit E n tities  586

D ete rm in a tio n  o f Costs A p p lica b le  to  G rants and 
C ontracts 586
D irect Costs 588
Ind irec t Costs 588

Cost D e te rm in a tio n — A  H osp ita l Exam ple  589
Cost A cco un tin g  592
Cost S tanda rds  593
Clerica l and A d m in is tra tio n  Costs 593
L im ita tio n s  on the  Use o f U n it Costs 594
In te rre la tion  o f  B udge ting  and Cost A cco un tin g  595

P ro d u c tiv ity  A cco un tin g  and E xpend itu re  A ccoun ting  596
T ra n s la ting  E xpend itu res  in to  Costs 596
M easurem ent o f Costs Ex A n te  598
M easurem ent o f Benefits 598
Rela tion o f Long-Term  B ene fit/C ost A na lys is  to  P lann ing 600

C onclus ion  600

CHAPTER 18
College and U n ive rs ity  A ccoun ting  612

The Fund S tru c tu re  fo r  C olleges and U n ive rs ities  612
C urren t Funds 613
Loan Funds 616
E n do w m e n t and S im ila r Funds 617

A n n u ity  and L ife  Incom e Funds 619
A g en cy  Funds 623
P lant Funds 624

Illu s tra tive  T ransactions  627
C urren t Funds— U nrestric ted  627
C urren t Funds— R estricted 631
Loan Funds 633
E n do w m e n t and S im ila r Funds 634
A n n u ity  and Life  Incom e Funds 635
P lant Funds 636
A g en cy  Funds 640

Illu s tra tive  F inancia l S ta tem en ts 644



Ѵ - Л Ш І С І І О  ЛІ  A

CHAPTER 19
A ccoun ting  fo r  Health Care E n tities  660

Fund S tru c tu re  fo r  Health Care E n tities  661
G enera l Funds 661
D onor-R estric ted  Funds 662

Financia l S ta tem en ts  664
Illu s tra tive  Case 665

G enera l Funds 665
Plant Replacem ent and Expansion  Fund T ransac tions  673

S pecific  Purpose Fund T ransactions  674
E n do w m e n t Fund T ransactions  679

Budgets fo r  H osp ita ls  and O ther Health Care E n tities  681
Cost A cco un tin g  fo r  H osp ita ls  and O ther Health  Care 
E n tities  684
C onclus ion  685

CHAPTER 20
A ccoun ting  fo r  Voluntary Health and Welfare O rganizations 699

V o lu n ta ry  Health  and W e lfa re  O rgan iza tions  700

Revenues 702
C on tr ib u tion s  703
Specia l Events 706
Legacies and Bequests 706
Ind irec t Public S u p p o rt 706
Revenue and G rants fro m  G ove rnm e n ta l A genc ies 707
M em be rsh ip  Dues 707
Program  Services Fees 708
Sales o f S upp lies  and Services 708
Investm ent Incom e and G ains on  Inves tm ent 
T ransactions 708

The C lass ifica tion  and R ecord ing o f  Expenses 709
Program  Services Expenses 709
S u pp o rtin g  Serv ices Expenses 710

Illu s tra tive  T ransac tions— V o lu n ta ry  H ealth  and 
W e lfa re  O rgan iza tions 711
Illu s tra tive  F inancial S ta tem en ts— V o lu n ta ry  Health and 
W e lfa re  O rgan iza tions 721



CHAPTER 21
A ccoun ting  fo r  O ther N o n p ro fit O rganizations 737

Purposes o f F inancial S ta tem en ts  738
Fund A cco u n tin g  and R eporting  739

Basic F inancia l S ta tem en ts  739
Balance Sheets 739
S ta tem en t o f A c t iv ity  740
S ta tem en t o f Changes in F inancia l Position  versus 
S ta te m en t o f Cash F low s 742
A cco un tin g  fo r  Inves tm ents  and In ves tm e n t Incom e 743
Specia l P rov is ions  R egard ing  D eprecia tion  744

Illu s tra tive  T ransactions  744
U nres tric ted  Funds 745
E n do w m e n t Funds 748
Plant Funds 749

F inanc ia lly  In te rre la ted  O rgan iza tions 750

CHAPTER 22
A ccoun ting  and  R eporting  fo r  Federal G overnm ent
Agencies 763

S ta tu to ry  R espons ib ility  fo r  P rescrib ing  A ccoun ting  
R equ irem ents  764
Federal G o ve rnm e n t F inancial M anagem en t S tru c tu re  765
A cco u n tin g  P rinc ip les and S tanda rds fo r  Federal 
A genc ies  770
C onceptual F ram ew ork  770
The R eporting  E n tity  771
Funds Used in Federal A cco un tin g  771

E lem ents o f F inancia l R eporting  773
E qu ity  o f the  U.S. G o ve rnm e n t 774

E lem ents o f Federal A gency O pera ting  S ta tem en ts  775
M easurem en t 776

Illu s tra tive  T ransactions  and Entries 777
E nd-o f-Q uarte r F inancia l S ta tem en ts  783

S u m m a ry  o f  A cco un tin g  and R eporting  fo r  Federal 
G o ve rnm e n t A gencies 788



Conlenis xxi

APPENDIX 1
G overnm enta l and  N o t-fo r-P ro fit A ccoun ting  Term ino logy 803
APPENDIX 2
A ccoun ting  fo r  Investm ents 833
INDEX 861


