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freedom from error of this document or the products it describes. Data used in examples and sample data 

files are intended to be fictional. Any resemblance to real companies or data is entirely coincidental.  
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About this Courseware 

  

  

This courseware is not exhaustive in covering every way in which GL/Budgeting .NET assists you in your fund 

accounting practices. Its intent is to showcase key areas, and it has been designed as a reasonable outline of 

what to expect from the software. 

Customers and potential customers have unlimited access to our Tech Support department; feel free to 

contact them at any time with questions. 
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Lesson 1: Governmental Financial Reporting Model - Minimum GAAP 
Reporting Requirements 

MD&A (Management's Discussion and Analysis) 

MD&A is the analysis of the financial condition and operating results of the unit written by its own financial managers. 

  

  

Basic Financial Statements 

  

o Government-wide Financial Statements  

The focus of government-wide reporting is not on compliance with the budgets or on the use of available (or 

current) spendable financial resources, but on operational accountability information. 

Generally, a government's operating objective is to provide services to its citizens, and therefore these reports. 

The government-wide financial statements report the extent to which the unit has met its operating objectives 

efficiently and effectively, using all resources available for that purpose. 

 Statement of Net Assets 

 Statement of Activities 

o Fund Financial Statements  

The focus of fund financial statements is the Major Funds of the primary government in contrast to the 

activities in the government-wide statements. Fund financial statements are used to report additional and 

detailed information about the primary government. 

 Governmental fund financial statements 

 Proprietary fund financial statements 

 Fiduciary fund financial statements 

o Notes to the basic financial statements  

Used to present essential information for fair presentation of the financial statements that is not displayed on 

the face of the financial statements. Examples include: 

 Current millage rates 

 Value of Cash and Cash Equivalents FDIC insured 

 Descriptions of Component Units 
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RSI (Required Supplemental Information) 

RSI is defined as schedules, statistical data, and other information that the GASB has determined is essential for 

financial reporting. 

An example of RSI is a budgetary comparison of the General Fund and each major Special Revenue fund that has a 

legally-adopted budget. The budgetary comparison must contain at least the following three columns: 

o Original Budget 

o Final Amended Budget 

o Actual inflows and outflows 

These comparisons may be presented as schedules in RSI or as statements with the fund financial statements. 
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Notes 
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Lesson 2: Modified Accrual vs. Full Accrual Basis of Accounting 

Modified Accrual Basis (Governmental Funds) 

Revenues are recorded when both "measurable" and "available: 

o Measurable means that the amount is known or can be reasonably estimated. 

o Available means that the amount is collectable within the current period or soon thereafter (usually 60 days) 

to be used to pay current liabilities. 

Generally, if measurable, expenditures should be recognized in the period in which a liability is incurred. However, 

under the modified accrual basis, liabilities and expenditures for debt service on general long-term dept should be 

recognized when due, not when incurred.  

Example: Property Taxes may be billed July 1st and are not due until September 14th (more than 60 days). Therefore, 

revenue is not recorded until payment is received. 

  

  

Accrual Basis (Proprietary and Fiduciary Funds) 

Transactions are recorded when they occur, regardless of when the cash is received or paid.  

Proprietary Funds recognize revenue in the period in which a service is provided, regardless of how long after the end 

of the period the revenue is expected to be collected. 

Example: Water revenue is recorded as revenue at the time of billing, regardless of when payment is received. 
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Notes 
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Lesson 3: Fund Financial Statements 

Governmental Fund Statements 

Should be presented using the current financial resources measurement focus and the modified accrual basis of 

accounting. 

o Balance Sheet - presents current assets, current liabilities, and fund balance 

o Statement of Revenues, Expenditures, and Changes in Fund Balances - presents information about the 

inflows, outflows, and balances of current financial resources of each major Governmental Fund and for the 

non-major funds in the aggregate. Revenues are reported by type (i.e., Property Taxes, Charges for services, 

etc.), and expenditures as a minimum by function (i.e., General Government, Public Works, Public Safety, etc.). 

  

  

Proprietary Fund Statements 

Should be presented using the economic resources measurement focus and the accrual basis of accounting. 

Proprietary Funds are reported in the same way that all activities are reported in government-wide financial 

statements. 

o Statement of Net Assets - presents both current and noncurrent assets and liabilities. 

o Statement of Revenues, Expenses, and Changes in Net Assets - presents all changes in fund net assets, 

including capital contributions. This report must differentiate between operating revenues/expenses, 

nonoperating revenues/expenses, and capital contributions and transfers in/out, with subtotals for operating 

revenues/expenses and income. 

o Statement of Cash Flow - the primary purpose of this report is to provide relevant information about the 

cash receipts and cash payments of an entity during a period as is only required for Proprietary Funds at the 

fund financial statement level. Cash flows should be reported using the following four categories: 

 Operating 

 Noncapital financing 

 Investing 

 Capital financing 

The "direct" method is now required by GASB 34. Prior to GASB 34, units had the option to use the direct method or 

the indirect method. 

  

  

Fiduciary Fund Statements 

Should be presented using the economic resources measurement focus and the accrual basis of accounting, except 

for certain liabilities related to defined benefit pension and other post-employment benefit plans. 

o Statement of Fiduciary Net Assets - presents information about the assets, liabilities, and net assets for each 

Fiduciary Fund. 

o Statement of Changes in Fiduciary Net Assets - presents information about the additions to, deductions 

from, and net increase (decrease) in net assets for the year. 
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Notes 
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Lesson 4: Government-Wide Financial Statements (GASB 34) 

GASB 34 statements are prepared using the economic resources management focus and the accrual basis of 

accounting. Therefore, the Governmental Fund financial statements must be adjusted from the modified accrual basis 

to the (full) accrual basis.  

One of the objectives of these statements is to determine if the current year's inflows paid for the current year's 

outflows. 

  

  

Key points... 

o GASB 34 statements do not report information on a fund basis, but on the two different types of activities 

carried out by a government (Governmental Activities and Business-type Activities). 

o Fiduciary activities are not reported in the government-wide financial statements, since these resources are 

not available to support the unit's own programs. 

o Interfund activity within Governmental or Business-type Activities should be eliminated or reclassified in the 

government-wide financial statements to avoid "double counting" in the aggregate total amounts. Interfund 

activity between Governmental and Business-type Activities should not be eliminated. 

  

  

Statement of Net Assets 

o Separate columns for Governmental Activities, Business-type Activities, and discreetly-presented Component 

Units. 

o Must have a total column for primary government (Governmental Activities + Business-type Activities), but is 

optional for the unit as a whole. 

o Assets and liabilities should be reported in order of liquidity (how quickly/easily can it be converted to cash). 

o Long-term liabilities must be reported as two separate types: 1) Due within one year; 2) Due in more than one 

year. 

o The difference between the assets and liabilities must be reported as net assets, not as fund balance. 

Furthermore, net assets must be broken down into these classifications: 1) invested in capital assets; 2) net of 

related debt; 3) restricted; 4) unrestricted. 
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Statement of Activities 

o Separate columns for Governmental Activities, Business-type Activities, and discreetly-presented Component 

Units. 

o Minimum level of detail for Governmental Activities is at the function level (i.e., General Government, Public 

Safety, Public Works). 

o Minimum level of detail for Business-type Activities is at the different identifiable activity levels (water, sewer, 

parking facilities) 

o Expenses are reported in total at the function level 

o Revenues are reported as either Program or General: 

 Program Revenues are reported by function/identifiable activities in the net revenue expense portion 

of the statement and include exchange revenues (fees and charges) and restricted non-exchange 

revenues (grants and contributions) 

a. Charges for services are charges to customers or applicants who purchase, use, or directly 

benefit from the service they are paying for (Water and Sewer Usage, Permit Fees, Fines, 

Forfeitures, Operating Special Assessments [Street Lighting]) 

b. Operating Grants and Contributions are program-specific grants or contributions that are 

restricted to a particular operating purpose (DARE Grant) 

c. Capital Grants and Contributions are program-specific grants or contributions that are 

restricted to a capital purpose (Capital grant to finance a new jail) 

 General Revenues are reported at the bottom of the statement and include all taxes (even if restricted 

to a specific program) and unrestricted non-exchange revenues (interest) 
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Notes 
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Lesson 5: Useful Websites 

Uniform Reporting Format for Financial Statements for Counties and Local Units of Government in Michigan: 

http://www.michigan.gov/documents/uniformreportingformatmanual_20446_7.pdf 

  

  

Instructions for Michigan Form F-65 (3965) Annual Local Unit Fiscal Report: 

http://www.michigan.gov/documents/treasury/F65instructions_223912_7.pdf 

  

  

Annual Local Unit Fiscal Report: 

http://www.michigan.gov/treasury/0,1607,7-121-1751_2194-171577--,00.html 

  

  

http://www.michigan.gov/documents/uniformreportingformatmanual_20446_7.pdf
http://www.michigan.gov/documents/treasury/F65instructions_223912_7.pdf
http://www.michigan.gov/treasury/0,1607,7-121-1751_2194-171577--,00.html
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Notes 
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Lesson 6: BS&A GASB 34 Reporting Function 

This lesson provides you with a basic overview of how the GL/Budgeting application generates the reports required 

by GASB 34. 

  

Key Points 

o You must have a uniform Chart of Accounts in order for accurate government-wide reports to be generated. 

o Account Type options have changed (i.e., Long Term Liability due within 1 year or due after 1 year) to agree 

with those set forth in GASB 34. You will need to review the current Account Type setup and make any 

necessary changes. 

o Account Classifications will need to be set up and attached to the Accounts. These are used to derive the 

amounts reported on the Statement of Net Assets. 

o Function/Programs will need to be set up and attached to the Departments/Activities. These are used to 

derive the amounts reported on the Statement of Activities. Of note: 

 For expenditure/expense accounts, the Function/Program is based on the Department/Activity portion 

of the GL number. 

 For revenue accounts, it depends on whether your Program Revenues are departmentalized: 

a. If departmentalized, the Function/Program grouping will work the same way as it does for 

expenditure/expense accounts. 

b. If not departmentalized, the Functions/Programs will need to be attached to the account. 

o Revenue accounts need to be classified as the revenue type (i.e., General or Program revenue) set forth in 

GASB 34. 

o Each fund must have the Fund Type setup reviewed to ensure it will be reported correctly. Each fund must 

have the GASB 34 section completed (i.e., Major Fund, Component Unit, and Report as Governmental Activity 

if the Fund Type is Proprietary/Business Activity). 

o Different adjustment methods are available in generating the GASB 34 reports: 

 Establish the necessary Account Groups (General Capital Assets, General Long Term Debt, 

Governmental Full Accrual, and General Infrastructure Assets) 

 Use our GASB 34 Adjustments File 

 Use other means ("Do Not Adjust" method) to accumulate the necessary data to convert the fund-

based financial statements to the government-wide financial statements as required by GASB 34. 
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Account Classification Setup and Selection on Accounts 

Account Classifications are used to group accounts for reporting on the Statement of Net Assets and are added in 

Program Setup>Database Setup>Account Classifications.  

In this example, Cash and Cash Equivalents is an Account Classification that has been set up and attached to Accounts 

001.000 and 004.000 (Accounts are set up in Program Setup>Database Setup>Accounts). 

 

Thus, these two accounts - 001.000 and 004.000 - are reported in total as "Cash and Cash Equivalents" (for 

Governmental Activity and Business Type Activity) on the Statement of Net Assets. 
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Function/Program Setup and Selection on Departments (or Revenue Accounts) 

Functions/Programs are used to combine Departments/Activities for reporting on the Statement of Activities and are 

added in Program Setup>Database Setup>Functions/Programs. 

Functions/Programs are also attached to Program Revenue Accounts, if those revenue accounts are not 

departmentalized. If you departmentalize your Revenue Accounts, the Functions/Programs used for reporting are 

derived from the Function/Program selected on the departments, based on each general ledger number. 

  

Department Example 

In this example, Departments 446 and 448 are classified as "Public Works" and their expenses are combined and 

reported in total on the Statement of Activities (Departments are set up in Program Setup>Database 

Setup>Departments): 
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Revenue Account Example 

In this example, Accounts 453.000 and 461.000 are classified as "Permits" with a Function/Program grouping of 

"Community and Economic Development", and their expenses are combined and reported in total on the Statement 

of Activities (Accounts are set up in Program Setup>Database Setup>Accounts): 
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Revenue Types 

Revenue Types are used to group accounts for reporting on the Statement of Activities and are selected on Revenue 

and Transfers-In accounts in Program Setup>Database Setup>Accounts.  

 

Please refer to the section on Functions/Programs for an example of the Statement of Activities report that illustrates 

reporting by revenue type. 
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Major Fund Setup 

A fund can be determined to be "Major" based on the Major Fund Calculation Analysis report, or considered to be so 

by management of the governmental unit. Funds determined to be "Major" must have the "Major Fund" flag checked 

on in Program Setup>Database Setup>Funds: 

 

The Major Fund Calculation Analysis report is located under Reports>GASB 34 Reports>GASB 34 - Statistical. This 

analysis calculates the Major Funds according to the guidelines set forth in GASB 34. It displays whether a Fund 

calculates as Major and shows whether or not the flag has been checked in Program Setup. This report can be run at 

any time (i.e., preliminary audit process and after audit adjustments). 
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The Major Fund flag determines how the fund will be reported on the fund-based reports, which are the Balance 

Sheet for Governmental Funds and the Statement of Revenues, Expenditures, and Changes in Fund Balance for 

Governmental Funds.  

Fund 225, Water Improvement Fund, is considered a Major Fund and has the Major Fund flag checked (non-Major 

funds are reported in total). 
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GASB 34 Adjustment Process 

You have the option to use: 

o Our GASB 34 Adjustments File 

o Account Groups (General Capital Assets; General Long Term Debt; General Infrastructure Assets; Governmental 

Full Accrual) 

o Microsoft Excel to modify/record the necessary adjustments to convert the governmental funds from the 

modified accrual method to the full accrual method as required by GASB 34 for government-wide reporting. 

GASB 34 reports can be printed to Microsoft Excel and modified if necessary to generate the reports to be 

used in your Annual Financial Statements. For instance, if you decide to use a method of accumulated GASB 

34 data other than the Account Groups or the GASB 34 Adjustments file, the Excel method would be necessary 

to adjust the data for GASB 34. 

  

GL/Budgeting will generate the government-wide reports based on the method you select. You may change the 

method when you run the report; however, be sure that all the data is entered for that method. 

If you choose the GASB 34 Adjustments File method, adjustments are entered in Tasks>GASB 34 Adjustments. 

Adjustments are entered at the Account Type, Classification, and Function level instead of at the general ledger 

account number level. This allows you to make less detailed transactions and still adjust the amounts reported 

without having to adjust each GL account number combination used to compile the statements. Be sure to 

select whether the adjustment is an Adjustment or Reclassification, since the Conversion Worksheet reports 

these types in separate columns. 

If you choose the Account Groups method, be sure you have the necessary Funds set up, that they are of the 

correct Account Group Type, and that the balances in each of these Funds are correct. 

If you choose the Do Not Adjust method, the fund financial statements are converted to the government-wide 

financial statements without taking into consideration any of the necessary adjustments. 
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GASB 34 Adjustments File Example 

Note how the amount on Line 7 flows through to the Statement of Activities: 
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Account Groups Example 

We are using Fund 999 as the General Capital Assets Fund, and using Account Group as the source of data. 

 

The balance in Fund 999, as of 12/31/10, is $10,000: 
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This Fund is not reported on the Governmental Funds Balance Sheet ( ) since it is set up as an Account Group. 

However, the balances in this Fund will be reported on the Statement of Net Assets ( ). 
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Subtotaling Statements of Net Assets and Activities 

The Statement of Net Assets and Statement of Activities each offer three "Print Subtotals By" options: 

 

The Statement of Net Assets is used in these examples. Notice that in all three formats, the total for Cash and Cash 

Equivalents is $1,593,463.22. However, the level of detail is different for each format. The General Ledger and Account 

subtotal options are provided to assist you in reconciling the fund financial statements to the government-wide 

financial statements. 

  

Print Subtotals by General Ledger Number 

Each GL number that has the account number portion classified as Cash and Cash Equivalents is shown. 
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Print Subtotals by Account 

GL numbers that share the Account portion are reported together. 

 

  

Print Subtotals by Account Classification 

This is the level of detail required by GASB 34 to be reported in financial statements. 
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Notes 
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Lesson 7: Michigan F-65 Form 

The purpose of the Michigan F-65 Form is to provide the Michigan Department of Treasury and the U.S. Census 

Bureau information that can be used for statistical analysis. 

It is also designed to provide the State with information to analyze the impact of any proposed legislation, to help 

identify units showing early warning signs of financial problems, and to provide other types of analysis (i.e., the ability 

to do comparisons of units). 

  

o Due Date. Six months after fiscal year-end, but can be extended if the audit extension has been approved by 

the State. If you fail to file by the due date, you may lose state-shared revenue. 

o Filing. Can be submitted electronically via email as a Microsoft Excel attachment to 

LAFD_Audits@michigan.gov. The form, in Microsoft Excel format, is available for download from the 

Department of Treasury website - www.michigan.gov/treasury. 

o Chart of Accounts. The form is designed to be compatible with the Uniform Chart of Accounts, which all units 

in the State of Michigan should be following. 

o Source of information being reported. The figures should be based on the "audited" financial statements*; 

however, if you only have an audit every other year you are still required to file the report every year. All 

financial activity is to be reported, except for: 

 Trust and Agency Funds 

 Depreciation for Proprietary Funds 

 Internal Service Funds 

*The fund financial statements (see page 6), not the government-wide financial statements (see page 

8), should be used to determine the figures to be reported. 
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Notes 
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Lesson 8: Capital Assets 

Types of Capital Assets 

  

o General capital assets - reported only in the government-wide financial statements 

o Capital assets reported in Proprietary Funds and in Fiduciary Funds 

 Proprietary Fund capital assets are reported in both government-wide and fund financial statements 

 Fiduciary Fund capital assets are reported only in the Statement of Fiduciary Net Assets 

  

  

Capital Expenditures vs. Capitalization 

  

o Capital expenditures - reporting method for general capital assets in the Governmental Funds. Capital assets 

acquired are reported as capital expenditures equal to the amount of cash paid or debt incurred. 

o Capitalization - reporting method for Proprietary Fund and Fiduciary Fund capital assets. Generally, reported 

in the same manner as in private-sector enterprises: capital asset purchases are recorded as assets (not 

expenses) and depreciated over the useful life. 

  

  

Valuation of Capital Assets 

  

Most capital assets should be valued at historical cost or estimated historical cost, including any cost incurred to get 

the asset ready for use. 

Donated capital assets should be valued at estimated fair market value at the time of donation. 

  

  

Estimating Useful Life 

  

o GAAP does not determine the estimated useful life of capital assets. 

o Several factors must be considered when determining the useful life: 

 Asset's present condition 

 How the asset is going to be used 

 How the asset was constructed 

 The unit's maintenance policy (is regular maintenance done?) 

 How long do you expect the asset to be used 

 Review of historical records for similar assets 

o Change in useful life (if necessary) should be prospectively reported (i.e., use new remaining life in the 

calculation of depreciation expense) 
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Salvage Value 

An estimate of what a capital asset may be sold for when it is no longer being used. 

  

  

Depreciation Methods 

Depreciating an asset is the process of allocating the net cost of a capital asset over its estimated useful life. 

o Straight-line method - assumes asset is used up equally over the useful life. 

Formula: Annual Depreciation Expense = (cost-salvage value)/useful life  

Example: an asset with a cost of $21,000 was purchased, and at the time of purchase it was estimated (similar 

assets in the past) that at the end of its 5-year useful life the asset could be sold for $1,000.  

(21,000-1,000)/5 = $4000 

o Decreasing-charge methods - these include: 

 Declining balance 

 Double-declining balance 

 Sum-of-the-year's digits  

These are popular methods for private enterprises since they accelerate expense and reduce taxable 

income. However, governments generally do not have an incentive to accelerate expense since they do 

not pay taxes. 

Nearly all governments that have implemented GASB 34 have chosen the straight-line method since it is easy to use, 

spreads expenses equally over time, and reduces the complexity of calculating depreciation expense. 
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Notes 
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