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Agenda

Why Do We Have Financial Reporting?

A Brief Explanation of Government Statements

Budget to Actual: Basics and Process

Understanding the Audit Process
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Financial Reporting

Financial reporting shows the sources and 
uses of resources by an entity. 

This allows management to track trends 
and better understand what works and 
where the problem points are.

Financial statements – Provides a snapshot 
of an entity’s financial health at a specific 
point in time.

WHAT IS IT? WHY DO WE DO IT?
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Financial Reporting

Accrual accounting and the economic resources 
measurement focus

Modified accrual and the current financial 
resources measurement focus

Fund accounting:
Governmental, Proprietary, Fiduciary

GOVERNMENTAL ACCOUNTING
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Financial Reporting

Optional report that provides qualitative items in 
addition to standard set of financial statements 
and the auditor’s report. 

Includes an introductory letter, list of officials, 
organization chart, narrative reports, and 
statistical schedules.  

ANNUAL COMPREHENSIVE FINANCIAL REPORT
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Financial Reporting

Government-wide statements:

-Statement of Net Position
-Statement of Activities

Fund-basis statements:

-Balance Sheet
-Statement of Revenues, Expenditures, 
and Changes in Fund Balance

-Statement of Cash Flows

BASIC FINANCIAL STATEMENTS
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Financial Reporting

Notes are important items that need 
additional explanation for the users to 
properly understand the statements.

Examples include explaining 
accounting treatment, detailed 
schedules, and any subsequent events 
that need to be disclosed. 

NOTES TO THE FINANCIAL STATEMENTS
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Financial Reporting

Managements Discussion and Analysis

Budget comparison schedules

Funding schedules for defined benefit plans 
(PERSI)

REQUIRED SUPPLEMENTAL INFORMATION (RSI)
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Government Statements

Assets- Resources we own

Deferred outflows- Obligation’s we will owe

Liabilities- Obligations we owe

Deferred inflows- Resources we will own

Net Position- The net remainder of our resources less 
obligations

STATEMENT OF NET POSITION
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Government Statements

Revenue- Money in

-Charges for services
-Nonexchange revenue

Expenses- Money out

STATEMENT OF ACTIVITIES
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Government Statements

Assets- Resources we own

Deferred outflows- Obligation’s we will owe

Liabilities- Obligations we owe

Deferred inflows- Resources we will own

Fund Balance- The net remainder of our resources less 
obligations, by fund

BALANCE SHEET
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Government Statements

Revenues- money in (specific period)

Expenditures- money out (specific period)

Other Financing Sources (Uses)
-money coming in (going out) that does 
not relate to the current period.

STATEMENT OF REVENUES, EXPENDITURES, 
AND CHANGES IN FUND BALANCE
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Government Statements

Operating- cash related to
normal daily activity

Investing- cash related to future
projects and endeavors 

Financing- cash related to funding
projects though debt

STATEMENT OF CASH FLOWS
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Budget to Actual

Budget- what we expected.

Actual- what happened.

Variance- how did we do?

BUDGETARY COMPARISON STATEMENT
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Budget Basics

Shows a clear picture how an entity is 
planning on getting their money in the 
fiscal year and how that money is 
supposed to be spent.

Even a good budget might need to be 
adjusted during the year, depending on 
how things are moving.

WHAT IS A BUDGET’S PURPOSE?
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A required component of government accounting. 

Shows where the entity is planning on spending 
resources. 

Helps focus  department goals.

Shows accountability, transparency and good faith 
reporting.

WHY SHOULD WE CARE?

Budget Basics
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The Budget Process

Set goals and a schedule

Understand the financials and their impact

Set basic parameters
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Develop and review the budget

Approve budget with a summary of key factors

Implement budget

The Budget Process



19

The Budget Process

Mind the gaps

Decision makers like timely information

Allow for reasonable latitude 

Account for inflation (as best you can)

Calculate dependent line items from known costs
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Understanding the Audit

State and Federal Requirements- This is the case 
for the vast majority of government entities.

Single Audit- Required if an entity spends more 
than $750,000 of federal government funds in a 
year. 

WHY DO WE NEED AN AUDIT?
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Understanding the Audit

Independent third-party verification that an entities 
financial statements are complete and correct in all 
material respects.

An auditor will issue an audit report indicating if the 
financial statements are clean and correct 
(unmodified report) or if there was something 
wrong (modified report).

WHAT IS AN AUDIT?
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The audit process, using a risk-based methodology, is divided
into three areas:

• Engagement letter and 
expectations 

• Gain understanding of 
the entity and internal 
controls

• Identify high risk  areas 
• Compliance risk analysis
• Fraud interviews
• Preliminary analytical 

review

• Drafting and reviewing 
reports

• Subsequent events 
review

• Management 
Representation letter 
and approved forms

• Final analytical review

• Focus on high-risk areas 
and significant 
compliance risks

• Detailed invoice and 
receipt testing

• Review of agreements 
and contracts

• Other testing 
procedures

Understanding the Audit
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Questions?



Thank You!
Ryan Rebischke, CPA
Assurance Manager
ryanrebischke@harriscpas.com


