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Agenda

► What is an Annual Comprehensive Financial 
Report(“ACFR”), and what makes it different

► Identify the main sections of an ACFR
► Modified or  Full Accrual and Fund 

Accounting
► Fund Financial Statements
► Government Wide Financial Statements
► Reconciling Fund Financial Statements to 

the Government Wide Financial Statements
► Note 1 Significant Accounting Policies and 

Other Note Disclosures
► Supplementary Information and Schedule of 

Expenditure of Federal Awards



What is an Annual Comprehensive Financial 

Report(“ACFR”), and what makes it different
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Why ACFR?

► The GASB requires additional information beyond the basic 

financial statements (Required Supplementary Information)
● Management’s Discussion and Analysis

● Budgetary reporting

● Funding and liability data on pension and OPEB

● Infrastructure condition (if modified approach used)

● Revenue and claims date (for public entity risk pools)

► The GASB encourages full ACFR

► GFOA Certificate of Achievement in Financial Reporting
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Basic Financial Statements vs ACFR

Basic Financial 
Statements

• Minimum information necessary for fair presentation in 
conformity with GAAP

• Includes Government-Wide FS, Fund FS, and notes to the 
financial statements

ACFR

• “Annual Comprehensive Financial Report”

• Includes Introductory Section, MD&A, Basic FS, RSI other 
than MD&A, combining and individual fund statements and 
schedules, and Statistical Section
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What Makes Govt Financial Reporting 

Different?

Objectives

Accountability

Operating 
Results

Level of 
Service

Fund 
Accounting

Governmental 
Funds

Proprietary 
Funds

Fiduciary 
Funds

Measurement 
Focus

Economic 
Resources

Current 
Financial 

Resources

Basis of 
Accounting

Accrual

Modified 
Accrual

Budgetary 
Reporting

Appropriations

Encumbrances

Annual 
Comprehensive 
Financial Report 

(ACFR)

Management’s 
Discussion and 

Analysis

Supplementary 
Information

Statistical 
Section
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Assessing Accountability

Interperiod Equity – current period inflows of resources equals current 
period costs of services (burden of the cost of service is borne by 
present year taxpayers, rather than shifted to future taxpayers).

Resources are obtained and used in accordance with Legally Adopted 
Budget

Assist users in assessing service efforts, costs, and accomplishments



Identify the main sections of an ACFR
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ACFR Structure

Introductory Section (unaudited)

Financial Section

Statistical Section (unaudited)
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ACFR – Introductory Section

► Table of Contents

► Letter(s) of transmittal

► Other material deemed appropriate by management
● GFOA’s “other material” includes:

▷Organizational chart

▷ List of principal officials

▷Previous year’s Certificate of Achievement
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ACFR – Financial Section

► Report of Independent Auditor

► MD&A

► Basic Financial Statements

► RSI (other than MD&A)

► Combining Statements (nonmajor funds and discretely presented 
component units)

► Individual Fund Statements and Schedules
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ACFR – Statistical Section

► Financial Trends

► Revenue Capacity

► Debt Capacity

► Demographic and Economic Information

► Operating Information



Modified or Full Accrual and Fund Accounting
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Fund Accounting

► Due to special legal and contractual compliance requirements, 

governmental accounting systems are organized and operated 

on a fund basis

► This practice is more than 100 years old

► Fund – “a fiscal and accounting entity with a self-balancing set of 

accounts recording cash and other financial resources, together 

with all related liabilities and residual equities or balances, and 

changes therein, which are segregated for the purpose of 

carrying on specific activities or attaining certain objectives in 

accordance with special regulations, restrictions, or limitations.”
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Fund Accounting (cont.) 

Graphic taken from Prince William County, VA ACFR
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Governmental Funds

Special 
Revenue

Sometimes legally required

Permitted when most 
revenue comes from a 

specific source

Revenue must be assigned, 
committed or restricted

Capital 
Project

Account for resources that 
are restricted, committed, or 
assigned for capital outlays

Used for major capital 
project

Use is sometimes required 
by debt covenants, grant 

contracts, law, or regulation

Valuable management tool 
for multi-year projects

Debt 
Service

To accumulate resources for 
debt service payments, 

either to fulfill contractual 
obligations or voluntarily

Use is frequently legally 
mandated

Permanent

Account for resources that 
are restricted to the extent 
that only earnings may be 

spent

Examples include perpetual 
care endowment for a 

cemetery
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Proprietary Fund

Required when either of the following criteria is metEnterprise 

• There is outstanding debt that is backed solely by fees and charges

• Laws or regs require that fees be set to recover costs

• There is a pricing policy that fees be set to recover costs

Never requiredInternal Service

• To report any activity that provides goods or services to other funds, departments, or 
agencies of the primary government on a cost-reimbursement basis.

• The fund must function on an essentially break-even basis over time
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Fiduciary Funds

Pension Trust Funds

• Funds set aside to provide benefits to participants and the trust meets the 
irrevocable trust requirements

Investment Trust Funds

• Funds set aside in a trust for investment purposes for external participants in a 
pool

Private-Purpose Trust Funds

• Funds set aside in a trust for other purposes

Custodial Funds

• Everything else



20

Focus on Major Funds

Table obtained from 2020 GAAFR
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Measurement Focus and Basis of Accounting

► What?

► Options
● Economic resources

● Current financial resources

● Short term financial resources

● Near term financial resources

● Budget-focused

► When?

► Options
● Accrual

● Modified accrual

● Cash

● Modified cash

MEASUREMENT FOCUS BASIS OF ACCOUNTING
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Measurement Focus and Basis of Accounting

Economic Resources 
and Accrual Basis

• Government Wide

• Proprietary Funds

• Fiduciary Funds

Current Financial 
Resources and 

Modified Accrual Basis

• Governmental Funds
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Measurement Focus and Basis of Accounting

Tables obtained from 2020 GAAFR

Difference in Basis

Difference in Focus
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Financial Statements Overview

► Government Wide
● Statement of net 

Position

● Statement of Activities

► Governmental Fund 

Statements
● Balance Sheet

● Statement of 

Revenues, 

Expenditures, and 

Changes in Fund 

Balances

► Proprietary Fund 
Statements
● Statement of Net 

Position
● Statement of 

Revenues, Expenses, 
and Changes in Fund 
Net Position

● Statement of Cash 
Flows

► Fiduciary Fund 
Statements are similar 
(Statement of 
Fiduciary Net Position)



Fund Financial Statements
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Govt Fund Balance Sheet

1. Title includes period covered by 

Statement

2. No distinction between current 

and noncurrent because it only 

presents current financial 

resources

3. Presents only major funds

4. Funds that are not major are 

aggregated into a single column

5. Fund balance section can show 

this detail or aggregate and show 

details in notes



27

Govt Fund Balance Sheet 

(continued)

6. Unassigned should be a positive 

number only in the general fund

7. The statement must include a 

reconciliation to the net position 

of governmental activities
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1. In govt funds, 

revenues are reported 

only if transaction has 

occurred and cash is 

received during the 

year or shortly 

thereafter. Reported 

by major source.

2. Special Revenue fund 

formed to report 

federal aid received 

from HUD.

Govt Fund Statement of Revenues, 

Expenditures, and Changes in Fund 

Balance
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3. Capital Project funds

4. No Debt Service or 

Permanent funds that 

qualified as major

5. Expenditures are 

recorded when govt 

has received a good 

or service and 

payment is normally 

due. Reported by 

major function.

Govt Fund Statement of Revenues, 

Expenditures, and Changes in Fund 

Balance (continued)
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6. Debt service and 

capital outlay are 

outflows (basic 

difference in 

measurement focus)

7. Every fund had a 

deficit. Capital projects 

funds deficit is due to 

the inflows (debt 

proceeds) being part 

of other financing 

sources.

Govt Fund Statement of Revenues, 

Expenditures, and Changes in Fund 

Balance (continued)
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Prop Fund Statement of Net 

Position

1. The water and sewer system has to 
identifiable segments (water 
services and sewer services). 
Additional information would be 
provided in the notes.

2. Internal Service funds are 
aggregated in a single column.

3. Internal service funds are usually 
combined with govt funds on the 
govt wide statements

4. A govt is prohibited from using 
restricted assets for operating 
purposes
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Prop Fund Statement of Net 

Position (continued)

5. Capital asset details would be 
disclosed in notes

6. Long-term liabilities note provides 
details

7. Internal service funds are included 
in govt activities on govt statement

8. Enterprise funds total usually 
agrees with the Business Type 
Activities total on the govt wide 
statements

9. If an enterprise fund is categorized 
as a govt activity, there would be a 
reconciliation here
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1. Operating revenues are 

generally fees and charges 

produced by the activity’s 

provision of goods or 

services.

2. Nonmajor enterprise funds 

would be aggregated in a 

single column

3. Refers to note reconciling 

govt fund change in fund 

balance

Prop Fund Statement of 
Revenues, Expenses, and 
Changes in Fund Net Position
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4. Operating revenue less 

operating expense. Parking 

has an operating deficit

5. This line can help you gauge 

the financial sustainability of 

the activities. Losses indicate 

that the activity is not 

supporting itself.

6. Capital assets received. They 

increase net position but are 

not flows associated with the 

BTA’s operations.

Prop Fund Statement of Revenues, 
Expenses, and Changes in Fund Net 
Position (continued)
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Prop Funds Statement of Cash 

Flows

1. Operating cash flows relate to the 
provision of services and 
production of sales

2. Noncapital financing activities 
relate to borrowing or lending 
money, and transfers for purposes 
other than buying or building capital 
assets.

3. Capital financing activities relate to 
borrowings and repaying debt for 
purchases and construction of 
capital assets, as well as sales of 
capital assets
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Prop Funds Statement of Cash 

Flows (continued)

4. Investing cash flows relate to 

investment earnings and the sale 

and purchase of investments

5. These amounts tie to cash in 

statement of net position

6. This reconciliation explains the 

differences between cash flow 

described here and operating 

income (loss)



Government Wide Financial Statements
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1. In order of relative liquidity 

(also allowed to use classified 

format)

2. Capital Asset footnote includes 

roll forward by major class

3. Most capital assets are shown 

at original cost less 

accumulated depreciation

4. Certain parts of increases or 

decreases are reported as 

deferrals before being 

reported as expense

GW Statement of Net 

Position



39

6. Long-term obligations note 
discloses details about major 
types of long-term liabilities

7. Governmental Activities of this 
city has no unrestricted net 
position because it owes more 
than it owns

8. Total net position is calculated 
as assets + deferred outflows 
– liabilities – deferred inflows = 
total net position

9. Discretely presented 
component unit presented 
separately

GW Statement of Net 

Position (continued)
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1. At a minimum, 
expenses reported 
at the same level 
as govt funds, 
however they are 
encouraged to 
present additional 
detail, by function

2. Program revenues 
are provided by 
external party for 
use in a particular 
function

GW Statement of 

Activities
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3. A (negative) amount 

represents a net 

expense to the 

government that must 

be covered by taxes or 

other general revenue

4. Special items and 

transfers are shown 

separately so you can 

see if annual revenues 

are sufficient to meet 

expenses

GW Statement of 

Activities (continued)



Reconciling Fund Financial Statements to the 

Government Wide Financial Statements



43

► Reconciles from 
Gov Balance Shee 
Fund Balance to Net 
Position on the GW 
Statement of Net 
Position

► Reconciles from 
modified accrual 
used in fund FS to 
full accrual for GW

► Typical reconciling 
items include 
Capital Assets, Long 
Term Liabilities, and 
Deferrals

GW SoNP to Govt’l 

Funds BS Reconciliation
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► Reconciles from Gov 
Statement of 
Revenue, 
Expenditure, and 
Changes in Fund 
Balance to Change in 
Net Position on the 
GW Statement of 
Activites

► Typical reconciling 
items include Capital 
Outlay, Debt 
Refunding/Proceeds, 
Compensated 
Absences, and 
Pension/OPEB

GW SoA to Govt’l Funds 

SoRE Reconciliation



Note 1 Significant Accounting Policies and 

Other Note Disclosures
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Summary of Significant Accounting Policies

Reporting Entity

• Information about the entity the ACFR is for as well as information about componenent units reported 
on.

Measurement Focus and Basis

• This section describes the use of accrual and modified accrual in the government wide and fund 
financial statements as well as the measurement focus of either current financial resources or 
economic resources

Major Funds

• This section describes which funds have been identified as major funds for the reporting entity, and 
how non-major funds are combined and presented for reporting purposes

Financial Statement Elements and Recent GASBs

• A listing of the elements included in the basic financial statements and description of the entity’s 
policies and procedures for reporting each element. If any newly implemented or upcoming 
accounting standards, then these will be listed and described at the end of this note. 
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Typical Financial Statement Elements Included 

in Note 1 and Subsequent Notes.

► Budget

► Cash, Equivalents, and Investments

► Inventories and Prepaid Expenditure/Expense

► Capital Assets

► Deferred Inflows and Deferred Outflows

► Unearned Revenues

► Debt and Long Term liabilities

► Revenues and Expenditure/Expense

► Fund Balances and their classification methodology



Supplementary Information and Schedule 

of Expenditure of Federal Awards
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Combining Statement
► For each type of fund types reported in the ACFR, a combining 

statement for each basic financial statement showing how non-

major funds sum to total non-major funds reported in the basic 

financial statement (Balance Sheet, Income Statement/Statement 

of Revene Expenditure ande Change in Fund Balance, and Cash 

Flows(proprietary funds only)
● Governmental

● Proprietary

● Fiduciary

● Discretely Presented Component Units
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► Presents detailed 

financial statement 

information for 

every non-major 

fund within each 

type(i.e. 

governmental)

► Reconciles non 

major funds in 

detail to the non-

major funds total. 

Combining 

Statement Example
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► Reporting of 

Federal and State 

grants expended.

► Includes identifying 

information on 

each program 

(Assistance Listing 

Number), amount 

for the year, and 

amount passed to 

subrecipients

SEFA Example



Questions
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About Cherry Bekaert LLP 

2022 Cherry Bekaert. All Rights Reserved. This material has been prepared for general informational purposes only 

and is not intended to be relied upon as tax, accounting, or other professional advice. Before taking any action, you 

should consult a professional advisor familiar with your particular facts and circumstances.

CBH.com

Questions?

Michael Straney
Senior Associate

321.430.7441

mstraney@cbh.com

Justin Conley, CPA
Senior Associate

321.430.7405

jconley@cbh.com 
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