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New for Fiscal Year 2019-20

Due Dates: 

Generally accepted accounting principles (GAAP) adjustments and unaudited financial 

statements are due November 30, 2020. (See page 4). Audit reports are due November 2, 2020.

(See page 5). 

Emphasis of Existing Requirements: 

The State Controller’s Office (SCO) requires agencies to provide GAAP entries in order to 

eliminate commitments from their reserve for encumbrances. Commitments are obligations related 

to unperformed contracts that should not be encumbered. Commitments can be contractual 

agreements which may take the form of a grant, loan, lease agreement, construction contract, or 

other contracts for services. The future expenditures related to these commitments are either 

reimbursed by federal or local grants, funded from a future dedicated revenue source, or the State 

will not own the resulting asset. (See entry #5 in “Examples of GAAP Adjustments for 

Governmental and Fiduciary Funds” page 12). 

Governmental Accounting Standards Board (GASB) Statement  No. 72, Fair Value Measurement 

and Application, requires fair value measurement of investments which can be found on pages 28-

32.  

For proprietary funds and component units, capital asset beginning balances must agree with 

the prior year ending balances. Any differences must be documented and explained in Report 18, 

Statement of Changes in Capital Assets Group of Accounts, Beginning Balance Differential 

Report. For more information, see SAM sections 8660 and 7977 Illustration 2. 

For unaudited funds, in early November, SCO will be determining your allocation of the State’s

pension accounting elements and OPEB accounting elements. SGR will post your pension and 

OPEB entries directly to your fund in its GAAP System. Please do not wait to send your other 

GAAP information. If you would like to know the amounts determined for your agency/fund, 

please send your requests with a subject line of Pension/OPEB Information Request to 

StateGovReports@sco.ca.gov 

For audited funds, SCO will provide you with your agency’s allocation of the State’s pension 

accounting elements and Other Post-Employment Benefits (OPEB) accounting elements by 
December 31, 2020.

Standards Implemented in Fiscal Year 2019-20: 

GASB Statement No. 83 – Certain Asset Retirement Obligations, the objective of this Statement 

is to provide financial statement users with information about asset retirement obligations that 

were not addressed in GASB standards by establishing uniform accounting and financial reporting 

requirements for these obligations.  

mailto:StateGovReports@sco.ca.gov
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Advance Notice for Fiscal Year 2020-21 

GASB Statement No. 84 – Fiduciary Activities, the objective of this Statement is to improve 

guidance regarding the identification of fiduciary activities for accounting and financial reporting 

purposes, and how those activities should be reported. This Statement establishes criteria for 

identifying fiduciary activities of all state and local governments. The focus of the criteria generally 

is on whether a government is controlling the assets of the fiduciary activity and the beneficiaries 

with whom a fiduciary relationship exists. Separate criteria are included to identify fiduciary 

component units and postemployment benefit arrangements that are fiduciary activities. GASB 84 

states that an activity identified as fiduciary should be reported as a fiduciary fund in the basic 

financial statements as part of the statement of fiduciary net position and the statement of changes 

in fiduciary net position. In addition, GASB 84 identifies and describes four specific fiduciary funds 

that should be reported. These funds include pension and other employee benefit (OPEB) trust 

funds; investment trust funds; private purpose trust funds; and custodial funds, which replace the 

current agency fund. 

GASB Statement No. 90 – Majority Equity Interests, the objective of this statement is to improve 

the consistency and comparability of reporting a government’s majority equity interest in a legally 

separate organization, and to improve the relevance of financial statement information for certain 

component units. An equity interest is a financial interest in a legally separate organization 

evidenced by the ownership of shares of the organization’s stock or by otherwise having an explicit, 

measureable right to the net resources of the organization that is usually based on an investment of 

financial or capital resources by a government. Additional criteria are included to determine if the 

majority equity interest should be reported either as an investment or a component unit.  
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Information due November 30, 2020

 GAAP adjustments – all fund types

 Audit reports for funds for which the reporting period ends December 31, 2019 or before

 Note disclosure information including investment, debt service schedules, and GASB 49

Pollution Remediation Note disclosure and worksheets

 Statement of Changes in Assets and Liabilities for agency funds

 Unaudited proprietary funds and component units financial statements, including

proprietary fund cash flow statements

 Certification Letter (See Appendix E - Example of the Certification Letter page 92) for the

information due November 30, 2020

 Management Representation Letter (See Appendix E -  Example of the Management

Representation Letter pages 93-97)

Please refer to the agency information request you received in November for information

that may be unique to your agency. If your agency did not receive a request and you believe 

that it should have, please contact our office (see inside cover page). 
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Information due on November 2 or November 16, 2020

Audit reports for funds for which the reporting period ends June 30, 2020, are due 
November 2, 2020. If a Final audit cannot be provided by that date, a Draft audit must be 
submitted by November 2, 2020, and the final is due no later than November 16, 2020. If 
your fund is audited and you are waiting to receive pension and OPEB information, that 
information will be available December 31, 2020 from the State Controller’s Office, then 
your audit is due as soon as possible thereafter. 

Independent audit reports should include the following information: 
 Financial statements in the format prescribed by the SCO
 Interfund elimination and reclassification adjustments
 Description of significant collections of works of arts and historical treasures, and the

amount of donations received for the year
 Deposits and Investment Risks Disclosures (GASB Statement No. 40)
 Fair Value Measurement and Application (GASB Statement No. 72)
 Disclosure of Derivative Instruments (GASB Statement No. 53 and GASB Statement

No. 64)
 Split Restricted and Unrestricted Net Position (Net Position section of the Statement of Net

Position; GASB Statement No. 46 and GASB Statement No. 54)
 Disclosure of OPEB Measurements by Agent Employers and Agent Multiple-Employer

Plan (GASB Statement No. 57)
 Disclosure of Financial Instruments Omnibus (GASB Statement No. 59)
 Identify Service Concession Arrangements (GASB Statement No. 60)
 Separate deferred inflows and outflows of resources from assets and liabilities (GASB

Statement No. 63)
 Information on transactions related to deferred inflows and outflows of resources (GASB

Statement No. 65)
 Information on the specific accounting treatment for transactions relating to operating

leases, the purchase of a loan or group of loans, and service fees relating to mortgage loans
that were sold (GASB Statement No. 66)

 Information on pension for Defined Benefit Pension Plans and Note Disclosure (GASB
Statement No. 67)

 Disclosure of combinations and disposals of government operations (GASB Statement
No. 69).

 Information on transactions related to non-exchange financial guarantees (GASB
Statement No. 70)

 Disclosure on information related to Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments
to Certain Provisions of GASB Statements 67 and 68 (GASB Statement No. 73)
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 Disclosure of Financial Reporting for Postemployment Benefit Plans, Other Than Pension
Plans (GASB Statement No. 74)

 Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions
(GASB Statement No. 75)

 Disclosure of Tax Abatements (GASB Statement No. 77)
 Information related to Pensions Provided through Certain Multiple-Employer Defined

Benefit Pension Plans (GASB Statement No. 78)
 Disclosure of Blending Requirements for Certain Component Units (GASB Statement

No. 80)
 Irrevocable Split-Interest Agreements (GASB Statement No. 81)
 Information related to Pension Issues (GASB Statement No. 82)
 Certain Asset Retirement Obligations (GASB Statement No. 83)
 Omnibus 2017 (GASB Statement No. 85)
 Certain Debt Extinguishment Issues (GASB Statement No. 86)
 Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements

(GASB Statement No. 88)
 Disclosure of Capital Assets, both tangible and intangible
 Debt service requirements for five subsequent years and in five-year increments thereafter
 Interest to be paid in future years for variable-rate debt should be calculated based on the

actual interest rates in effect at 6/30
 Terms of variable-rate debt
 Capital lease requirements for five subsequent years and in five-year increments thereafter
 Separate Restricted Assets from the Other Assets (Assets section of the Statement of Net

Position)
 Add capital contributions to the Statement of Revenues, Expenses, and Changes in Net

Position
 Component units should not use transfers in or transfers out
 A Statement of Cash Flows is not required for component units
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GAAP Basis Reporting Introduction 

The State of California’s Comprehensive Annual Financial Report (CAFR) is issued by the State 
Controller’s Office (SCO), pursuant to Government Code sections 12460 and 12461.  The 
Controller is required to issue a report prepared strictly in accordance with generally accepted 
accounting principles (GAAP).  The CAFR is in addition to the Budgetary/Legal Basis Annual 
Report. 

To meet these requirements in a timely manner, SCO requests that agencies report GAAP 
adjustments, financial statements, and note information by November 30, 2020; independent audit 
reports are due by November 2, 2020. If your fund is audited and you are waiting to receive 
pension and OPEB information, that information will be available December 31, 2020 from 
the State Controller’s Office, then your audit is due as soon as possible thereafter. 

This Year-End Financial Reports Information GAAP Basis manual includes information on the 
overall process of preparing the CAFR including reclassifying the Budgetary/Legal basis of 
reporting to GAAP basis reporting. 
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CAFR Preparation Process 

The CAFR preparation process begins with the end of the Budgetary/Legal Basis Annual Report 

process. The balances from the Budgetary/Legal basis reporting system are transferred to the 

GAAP basis reporting system after agencies’ year-end reports have been processed. When this 

process occurs, funds are grouped by fund types, (i.e. general, special revenue, capital projects, 

etc.). The Budgetary/Legal basis balance sheet and operating statement accounts are reclassified 

into accounts on a GAAP basis.   

For the preparation of the CAFR, SCO requests information from other divisions within the SCO 

and from other state agencies. The requested information includes GAAP basis adjusting entries, 

supplemental financial statements (budget and actual, cash flow, agency fund statement of changes 

in assets and liabilities, and capital assets), additional information for note disclosure, statistical 

information, or other required supplemental information. Using this information, the GAAP basis 

financial statements are prepared and the text and tables on the notes and other sections of the 

CAFR are updated. The California State Auditor (CSA) examines this information and SCO 

incorporates its audit adjustments and note disclosure changes into the CAFR.  

Upon approval of the CAFR by SCO, certain parts of the CAFR (the Independent Auditor’s 

Report, the Management’s Discussion and Analysis, the Government-Wide Financial Statements, 

the Fund-Based Financial Statements, and the Notes to the Financial Statements), are extracted 

from the CAFR and provided to the State Treasurer’s Office for inclusion in the Treasurer’s bond 

offering official  statements. The publication is available at 

https://www.sco.ca.gov/ard_state_cafr.html. 

https://www.sco.ca.gov/ard_state_cafr.html
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Explanation of GAAP and GAAP Adjustments 

In the United States of America, Generally Accepted Accounting Principles (GAAP) are the 

uniform minimum standards and guidelines for financial accounting and reporting.  They provide 

the standard for measuring financial presentations. If government entities prepared their financial 

statements without a prescribed set of uniform accounting standards, they would not be 

comparable and, therefore, not very useful. 

The Governmental Accounting Standard Board (GASB) was created as the primary authoritative 

body to establish financial accounting and reporting standards for government entities. GASB 

publishes The Codification of Governmental Accounting and Financial Reporting Standards. This 

publication includes the financial accounting and reporting standards that government entities are 

required to use in order to be in compliance with GAAP. It is the main reference source that the 

State Controller's Office (SCO) uses for the compilation of the financial statements in the State’s 

Comprehensive Annual Financial Report (CAFR), and the SCO must follow the accounting 

standards and guidelines prescribed and required by GASB in conformance with GAAP. 

The State of California Budgetary/Legal Basis annual report is prepared in accordance with state 

laws and regulations and reflects the past execution of the State’s budget. The report does not fully 

conform to the standards set by GASB; therefore, the SCO must make adjustments and revisions, 

based on the standards prescribed by GASB, to convert it to a GAAP basis. These adjustments 

include reclassifying the Budgetary/Legal basis accounts to GAAP balance sheet and operating 

statement accounts, and adding additional note disclosure, statistical data, and GAAP adjustments. 

Examples of these GAAP adjustments are provided in the “Examples of GAAP Adjustments for 

Governmental and Fiduciary Funds” on page 13 and in the “Examples of GAAP Adjustments for 

Proprietary Funds and Component Units on page 22. 

There are other excellent references and sources providing similar information, including the 

Government Finance Officers Association’s (GFOA) publication Governmental Accounting, 

Auditing and Financial Reporting (GAAFR), and CCH’s Governmental GAAP Guide. These 

references provide additional examples, explanations, and interpretations of the GASB standards. 

It should be noted that agencies need not change their own accounting records to reflect the GAAP 

adjustments provided to the SCO. GAAP adjustments are used only for the compilation of the 

CAFR. In order to prevent duplication, if a non-GAAP adjustment has been reported on a 

Budgetary/Legal basis, it should not be included again as part of the year-end GAAP information. 
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Examples of GAAP Adjustments for 

Governmental and Fiduciary Funds

The following examples are some of the GAAP adjustments the SCO requests from agencies. If 

any of these adjustments apply to your agency and the amount exceeds $1,000,000, please 

submit the adjustments with the GAAP information request by November 30, 2020.

Expenditure Reclassification 

1. For governmental funds, the GAAP system automatically summarizes all Budgetary/Legal

basis expenditures by governmental function based on the agency’s organization code (i.e.,

Agency 2660 - Department of Transportation expenditures are summarized as 0830 -

Transportation expenditures). If any of the agency’s expenditures were for debt service

principal retirement or interest on outstanding bonds or commercial paper, the agency must

provide the following GAAP adjustment:

Debt Service - Principal Retirement  20,000 

Debt Service - Interest and Fiscal Charges 05,000 

Transportation* 25,000 

To record principal retirement and interest 
* Or the expenditure account for your agency’s function

2. A reimbursement may result from an expenditure initially made in one fund on behalf of

another fund. For example, the General Fund may make an expenditure that benefits several

different funds; a portion of the expenditure is to be reimbursed by other funds to the General

Fund.

On a Budgetary/Legal basis, when the General Fund receives repayment from the other funds, 

the entries to be made depend on how the receipt is budgeted. If the receipt is budgeted as a 

reimbursement, the General Fund debits Cash and credits Expenditures. In that case, no GAAP 

adjustment is needed.   

However, if the receipt is budgeted as a Transfer In, the agency must make the following entries 

under a Budgetary/Legal basis.  

General Fund (Reimbursed Fund): 

Cash 35,000 

Transfer In 35,000 

To record reimbursement from other funds 

Other Fund (Reimbursing Fund): 

Transfer Out 35,000 

Cash 35,000 

To record reimbursement to General Fund 
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To properly record reimbursements under GAAP that have been budgeted as a Transfer In, 

agencies must provide the following GAAP adjustments: 

General Fund (Reimbursed Fund): 

Transfer In 35,000 

Expenditures 35,000 

To reclassify a Transfer In as a reduction of Expenditures in the reimbursed fund 

Other Fund (Reimbursing Fund): 

Expenditures 35,000 

Transfer Out 35,000 

To reclassify a Transfer Out as an increase in Expenditures in the reimbursing 

fund 

3. Unlike the previous adjustment, which relates to reimbursements from one fund to another

fund, the following example is related to reimbursements from an outside entity; for example,

a local government to a state agency.

When an agency provides goods or services to an outside entity, the agency should make the 

following entries on a Budgetary/Legal basis: 

Expenditures 15,000 

Cash 15,000 

To record Expenditures related to goods or services provided to an outside entity 

When the agency receives payment from the outside entity, the agency may make the 

following entry: 

Cash 15,000 

Expenditures 15,000 

To record reimbursement from an outside entity 

However, according to GAAP, the proper way to record reimbursements from an outside entity 

is to record the receipt as revenues of the fund and to record the expenditures incurred by the 

fund. Therefore, the state agency must make the following GAAP adjustment: 

Expenditures 15,000 

Revenues 15,000 

To reclassify reimbursement as Revenues for services rendered to an outside 

entity 

This entry also should be made to record the receipt of revenue and the expenditure when the 

reimbursement is from a State fund that has a GAAP classification as an agency fund or a 

component unit. 
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4. Prepaid Items is an asset account on the balance sheet.  It accounts for payments in which the

benefits have not yet been received. On a Budgetary/Legal basis, when an agency makes

prepayments for goods or services, it may make the following entries when such purchases

take place even though the item purchased might not be used until a later fiscal year:

Expenditures 20,000 

Cash  20,000 

To record Expenditures related to prepayments 

However, according to GAAP, the item is recorded as an asset (Prepaid Item) when purchased 

and as Expenditures when actually consumed. Therefore, the following GAAP adjustment 

must be made in order to properly show the unused Prepaid Items in the balance sheet: 

Prepaid Items 20,000 

Expenditures 20,000 

To reclassify amount of prepaid expenditures/advances to contractors as Prepaid 

Items 

5. The following example is for Commitments only. Commitments are obligations related to

unperformed contracts that may take the form of grant or loan agreements (e.g., grant

commitments), lease agreements, construction contracts, or other contracts for services. Grant

commitments include commitments usually funded from local assistance appropriations and,

therefore, the State will not own the resulting asset. Previously identified commitment

obligations include highway construction projects, grants for special education, welfare

program funding that will be reimbursed by local and/or federal grants; power purchase

contracts that will ultimately be paid with future receipts from charges to users; grant

agreements for construction of school buildings and other educational facilities, state parks,

and other improvements. On a Budgetary/Legal basis, these commitments are generally

recorded as encumbrances when the commitments are made (i.e., the grant agreement or

contract is executed) as:

Unreserved/Undesignated Fund Balance 63,000 

Reserve for Encumbrances 63,000 

To set up Reserve for Encumbrances related to grant commitments 

However, in accordance with GAAP, these commitments are not reported as encumbrances 

because the future expenditures related to these commitments are either reimbursed or funded 

from other sources and the State will not own the resulting asset. Therefore, the agency must 

make the following GAAP adjustment to reverse the Reserve for Encumbrances made in the 

Budgetary/Legal basis report. The entry would be: 

Reserve for Encumbrances 63,000 

Unreserved/Undesignated Fund Balance 63,000 

To reduce Reserve for Encumbrances related to “grant commitments” or

“commitment contracts” 
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6. Accrued Liabilities are liabilities recognized before the related cash payment. An agency has

no authority to make expenditures for which there is no available appropriation. Under a

Budgetary/Legal basis, an agency does not accrue liabilities when there is no appropriation,

even though there is a valid obligation at June 30 based on a transaction that took place during

the fiscal year.

According to GAAP, if a transaction takes place by the end of a fiscal year and a liability exists 

at June 30 (even if there is no appropriation available by June 30) and the liability is expected 

to be paid within the next 12 months, it will be recorded as a liability of the governmental fund. 

For fiduciary funds (such as Health Care Deposit Fund and all related funds), the liability will 

be recorded in the funds even if it is expected to be paid later than 12 months from year-end. 

The GAAP adjustment would be: 

Expenditures 36,000 

Accounts Payable* 36,000 

To accrue the liabilities estimated to be paid in the following fiscal year 
* Or another liability account depending on the nature of the liability

Note: For governmental funds, all long-term liabilities (more than 12 months after year-end), such as loans 

payable to outside entities, benefits payable, contracts and notes payable, should be added to the Schedule of 

Changes in Long-Term Obligations form. 

7. For non-governmental cost funds, encumbrances may be recognized in the agency's records

when commitments related to unperformed contracts for goods or services are made. The entry

made in the agency’s records may have been:

Unreserved/Undesignated Fund Balance 129,000 

Reserve for Encumbrances  129,000 

To record encumbrances for purchase orders and contracts 

When the agency closes its books at year end, it closes out and eliminates the reserve and 

recognizes the expenditures and liability as follows: 

Expenditures  129,000 

Reserve for Encumbrances 129,000 

Accounts Payable 129,000 

Unreserved/Undesignated Fund Balance 129,000 

To record encumbrances as Accounts Payable and Expenditures 

However, according to GAAP, encumbrances should not be recognized as expenditures until 

the goods or services are received. Rather, the encumbered amounts should be included within 

restricted, committed, or assigned fund balance. Therefore, agencies must provide the 

following GAAP adjustment: 

Accounts Payable 129,000 

Unassigned Fund Balance 129,000 

Restricted, committed, or assigned Fund Balance 129,000 

Expenditures  129,000 

To eliminate Accounts Payable and Expenditures related to encumbrances 
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Items #8 and #9 are related to long-term Interfund Receivables or Loans Receivables. 

8. On a Budgetary/Legal basis, agencies report a Transfer Out or Expenditures when lending

money to another fund or entity.

Transfer Out/Expenditures 40,000 

Cash 40,000 

To record new advances or loans 

On a GAAP basis, when a fund lends money to another fund or entity, only balance sheet 

accounts are affected. The fund lending money should debit Interfund Receivable (other funds) 

or Loan Receivable (other entity) and credit Cash. Therefore, the agency must provide the 

following GAAP adjustment: 

Interfund Receivable/Loan Receivable 40,000 

Transfer Out/Expenditures 40,000 

To record new Interfund or Loans Receivable as a balance sheet item 

9. On a Budgetary/Legal basis, when an agency receives repayment from another fund or entity,

it records the repayment as a Transfer In or Revenue.

Cash 7,500 

Transfer In/Revenue 7,500 

To record the repayment of advances and loans 

However, on a GAAP basis, when the fund receives repayment from another fund or entity, 

only balance sheet accounts are affected.  Cash is debited and Interfund Receivable or Loan 

Receivable is credited. Therefore, the agency must provide the following GAAP adjustment: 

Transfer In/Revenue 7,500 

Interfund Receivable/Loan Receivable 7,500 

To reduce Interfund or Loan Receivable and Transfer In/Revenue related to 

Interfund or Loan repayment 

Items #10 and #11 are related to long-term Interfund Payables or Loans Payable. 

10. On a Budgetary/Legal basis, agencies report a Transfer In or Revenue when borrowing

money from another fund or entity.

Cash 40,000 

Transfer In/Revenue   40,000 

To record new advances or loans 
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On a GAAP basis, when a fund borrows money from another fund or another entity, only 

balance sheet accounts are affected. The fund borrowing money should debit Cash and credit 

Interfund Payable (other funds) or Loan Payable (other entity). Therefore, the agency must 

provide the following GAAP adjustment: 

Transfer In/Revenue 40,000 

Interfund Payable/Loan Payable 40,000 

To record new Interfund or Loans Payable as a balance sheet item 

11. On a Budgetary/Legal basis, when an agency repays another fund or entity, it records the

repayment as a Transfer Out or Expense.

Transfer Out/Expense 7,500 

Cash   7,500 

To record the repayment of advances and loans 

However, on a GAAP basis, when the fund repays another fund or entity, only balance sheet 

accounts are affected. Interfund Payable or Loan Payable is debited and Cash is credited.  

Therefore, the agency must provide the following GAAP adjustment needs to be made by the 

agency: 

Interfund Payable/Loan Payable 7,500 

Transfer Out/Expense 7,500 

To reduce Interfund Payable/Loans Payable and Transfer Out/Expense related to 

Interfund or Loan repayments 

12. On a GAAP basis (GASB No. 65) when an asset is recorded in the governmental fund financial

statement but the revenue is not available, the government should report a deferred inflow of

resources until such time as the revenue becomes available. In order to report accounts

receivable on the full accrual basis under GAAP, agencies must provide the deferred

receivables that are expected to be collected, regardless of how long it may take.

Accounts Receivable (collectable Deferred Receivable) 10,000 

Deferred Inflows of Resources 10,000 

To record the amount of deferred receivables expected to be collected 

However, if the receivable is related to a reimbursement, the agency must make the following 

GAAP adjustment: 

Accounts Receivable (collectable Receivable) 10,000 

Deferred Inflows of Resources 10,000 

To record the amount of receivables expected to be collected 
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13. Debt Service Funds

The State has opted to use the early recognition option for debt service funds to recognize an 

expenditure and liability in the reporting year if debt service fund resources have been provided 

during the reporting year for payment of principal and interest due early in the following year 

(within one month). Therefore, if a nondiscretionary principal or interest payment is made in 

July using resources held in the fund at June 30, the agencies must accrue the debt service 

liability by making the following GAAP adjustment: 

Debt Service - Principal Expenditures 

Debt Service - Interest Expenditures 

G.O. Bonds Payable - current portion 

To record the current debt service liability in a debt service fund. 

14. Nonexchange Transactions - GASB Statement No. 33 and No. 65

In a nonexchange transaction, a government gives (or receives) value without directly 

receiving (or giving) equal value in return. An adjustment will be required if the timing of the 

recognition of nonexchange transactions is different between what is required by GAAP and 

what is reported by the agency in the Budgetary/Legal basis statements. 

The timing of the recognition of each class of nonexchange transactions is outlined in the 

Nonexchange Transactions Summary Table. The accrual basis of accounting is assumed, 

except where indicated for revenue recognition. 

If your agency’s Budgetary/Legal basis statements do not comply with GASB No. 33 and No. 

65 for nonexchange transactions, please provide GAAP adjustments only for amounts greater 

than one million dollars ($1,000,000). 

15. Impairment of Capital Assets - GASB Statement No. 42 - Accounting and Financial Reporting

for Impairment of Capital Assets and for Insurance Recoveries.

A capital asset is considered impaired when its service utility has declined significantly and 

unexpectedly. Agencies will be required to evaluate prominent events or changes in 

circumstances affecting capital assets to determine whether impairment of a capital asset has 

occurred. A prominent event would be conspicuous or known to the agency. It would be an 

event or circumstance that has prompted discussion by the governing board, management, or 

the media. Absent any such event or circumstance, agencies are not required to perform 

additional procedures to identify potential impairment of capital assets beyond those already 

performed as part of their normal operations. 

If you feel that a prominent event or change in circumstance has occurred and there is a 

potential impairment of capital assets, please review our summary of GASB No. 42 – Capital 

Assets Impairment and Insurance Recoveries Instructions at https://www.sco.ca.gov/Files-

ARD/BudLeg/Instructions_for_gasb_42.pdf  and follow the instructions provided. 

16. For guidance on other specific GASB Statements and their specific GAAP reporting

requirements, refer to SCO’s website at https://www.sco.ca.gov/ard_reporting.html.

https://www.sco.ca.gov/Files-ARD/BudLeg/Instructions_for_gasb_42.pdf
https://www.sco.ca.gov/Files-ARD/BudLeg/Instructions_for_gasb_42.pdf
https://www.sco.ca.gov/ard_reporting.html
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Nonexchange Transactions Summary Table 

CLASSES AND TIMING OF RECOGNITION OF NONEXCHANGE 

TRANSACTIONS 

CLASS RECOGNITION 

Derived tax revenues 

Examples: sales taxes, personal and 

corporate income taxes, motor fuel taxes, 

and similar taxes on earnings or 

consumption. 

Assets* 

Period when underlying exchange has occurred or when resources are 

received, whichever occurs first. 

Revenues 

Period when underlying exchange has occurred. (Report advance receipts 

as current portion of revenues received in advance.)    When modified 

accrual accounting is used, resources also should be “available.” 

See paragraphs 16 and 30a of GASB No. 33 

Imposed nonexchange revenues 

Examples: property taxes 

Assets* 

Period when an enforceable legal claim has arisen or when resources are 

received, whichever occurs first. 

Deferred Inflows of Resources* 

Resources  associated  with imposed  nonexchange revenues received  or 

reported as a receivable before (a) the  period for which property taxes 

are levied or (b) the period when resources are  required to be used or 

when first permitted for all other imposed nonexchange revenues in 

which the enabling legislation includes time requirements. 

Revenues 

Period when resources are required to be used or first period that use is 

permitted (for example, for property taxes, the period for which levied).  

When modified accrual accounting is used, resources also should be 

“available.” (For property taxes, apply NCGA Interpretation No. 3 as 

amended.) 

See paragraphs 17, 18, 30b, and 30c of GASB No. 33 

See paragraph 9 of GASB No. 65 

Government-mandated 

nonexchange transactions 

Examples: federal government mandates 

on state and local governments 

Assets*and liabilities 

Period when all eligibility requirements have been met or (for asset 

recognition) when resources are received, whichever occurs first. 
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Voluntary nonexchange 

transactions 

Examples: certain grants and 

entitlements, most donations 

Deferred outflow of resources and deferred inflows of 

resources* 

Resources received before time requirements are met, but after all other 

eligibility requirements have been met, should be reported as deferred 

outflow of resources by the provider and a deferred inflow of resources 

by the recipient. 

Revenues and expenses or expenditures 

Period when all eligibility requirements have been met. Report advance 

receipts in the following period as current portion of revenues received in 

advance.  When a provider precludes the sale, disbursement, or 

consumption of resources for a specified number of years, until a 

specified event has occurred, or permanently (for example, permanent 

and term endowments), report revenues and expenses or expenditures 

when the resources are, respectively, received or paid, and report 

resulting net position, equity, or fund balance as restricted.  When 

modified accrual accounting is used for revenue recognition, resources 

also should be “available.” 

See paragraphs 19 through 25 and 30d of GASB No. 33 

See paragraph 10 of GASB No. 65 

*If there are purpose restrictions, report restricted net Position (or equity or fund balance) for governmental funds as a reservation

of fund balance. 

Note: Advance collections and current portion of advance revenues should be recorded in “Current portion of revenues received in 

advance”. 



21 

Examples of GAAP Adjustments for Proprietary Funds and 

Component Units 

For proprietary funds and component units, the GAAP system automatically summarizes the 

Budgetary/Legal basis revenues into one GAAP revenue account (Services and Sales) and 

expenses into one GAAP expense account (Services and Charges). These GAAP revenue and 

expense accounts may include other types of revenues and expenses that must be reclassified to 

other appropriate GAAP accounts. Following are three examples to illustrate reclassifying entries.  

Refer to the list of operating and nonoperating revenue and expense categories on pages 59-60 to 

determine which types of revenue and expenses may need to be reclassified. 

1. Depreciation - For proprietary funds and component units, capital assets are written

off/depreciated over their useful life. Because the GAAP system reclassifies all the

Budgetary/Legal basis expenditures into one expense account, Services and Charges, agencies

must provide the following GAAP adjustment to reclassify Depreciation Expense:

Depreciation Expense 10,897 

Services and Charges Expense 10,897 

To reclassify Services and Charges Expense to Depreciation Expense 

2. Personal Services Expense - Personal Services Expense includes salaries, wages, and employee

benefits, and is one of the major expense accounts used for proprietary funds. The GAAP

adjustment would be:

Personal Services Expense 22,600 

Services and Charges Expense 22,600 

To reclassify Services and Charges Expense to Personal Services Expense 

3. Interest Expense - The GAAP system includes the Interest Expense in the Services and Charges

Expense; therefore, the following GAAP adjustment is needed:

Interest Expense 10,000 

Services and Charges Expense 10,000 

To reclassify Services and Charges Expense to Interest Expense 
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Items # 4 and # 5 are related to long-term Interfund Receivables or Loans Receivable. 

4. On a Budgetary/Legal basis, agencies report a Transfer Out or Expenses when lending money

to another fund or entity.

Transfer Out/Expenses 40,000 

Cash 40,000 

To record new advances or loans 

On a GAAP basis, when a fund lends money to another fund or entity, only balance sheet 

accounts are affected. The fund lending money should debit Interfund Receivable (other funds) 

or Loan Receivable (other entity) and credit Cash. Therefore, the agency must provide the 

following GAAP adjustment: 

Interfund Receivable/Loan Receivable 40,000 

Transfer Out/Expenses 40,000 

To record new Interfund or Loans Receivable as a balance sheet item 

5. On a Budgetary/Legal basis, when an agency receives repayment from another fund or entity,

it records the repayment as a Transfer In or Revenue.

Cash 7,500 

Transfer In/Revenue 7,500 

To record the repayment of advances or loans 

However, on a GAAP basis, when the fund receives repayment from another fund or entity, 

only balance sheet accounts are affected.  Cash is debited and Interfund Receivable or Loan 

Receivable is credited. Therefore, the agency must provide the following GAAP adjustment: 

Transfer In/Revenue 7,500 

Interfund Receivable/Loan Receivable 7,500 

To reduce Interfund Receivable/Loan Receivable and Transfer In/Revenue related 

to Interfund or Loan repayment 
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Item #6 and #7 are related to long-term Interfund Payables and Loans Payable. 

6. On a Budgetary/Legal basis, an agency should report a Transfer In or Revenue when

borrowing money from another fund or entity.

Cash 40,000 

Transfer In/Revenue 40,000 

To record new advances or loans 

On a GAAP basis, when a fund borrows money from another fund or another entity, only 

balance sheet accounts are affected. The fund borrowing money should debit Cash and credit 

Interfund Payable (other funds) or Loan Payable (other entity). Therefore, the agency must 

provide the following GAAP adjustment: 

Transfer In/Revenue 40,000 

Interfund Payable/Loan Payable 40,000 

To record new Interfund Payable or Loans Payable as a balance sheet item 

7. On a Budgetary/Legal basis, when an agency repays another fund or entity, it records the

repayment as a Transfer Out or Expense.

Transfer Out/Expense 7,500 

Cash 7,500 

To record the repayment of advances or loans 

However, on a GAAP basis, when the fund repays another fund or entity, only balance sheet 

accounts are affected. Interfund Payable or Loan Payable is debited and Cash is credited.  

Therefore, the agency must provide the following GAAP adjustment: 

Interfund Payable/Loan Payable 7,500 

Transfer Out/Expense 7,500 

To reduce Interfund Payable/Loan Payable and Transfer Out/Expense related to 

Interfund or Loan repayment 
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8. Compensated absences are absences for which employees will be paid, such as vacation and

personal leave. A liability for compensated absences must be accrued if the time is earned and

not yet taken by employees. On a Budgetary/Legal basis, an accrual for compensated

absences is not made. However, according to GAAP, the SCO is required to report the accrual

of such liabilities.

The compensated absences liability should be calculated based on the salary rate in effect at 

the balance sheet date, multiplied by the sum of the employee's accumulated vacation, personal 

leave hours, and other compensated balances. The calculated compensated absences liability 

is recorded as a Personal Services Expense (the expense account used to report salaries, wages, 

and employee benefits), and as a liability under Compensated Absences Payable. The amount 

expected to be paid (used) within 12 months after the end of the fiscal year is recorded as a 

current liability. The remaining amount is recorded as noncurrent liability. The GAAP 

adjustment would be: 

Personal Services Expense 2,954 

Compensated Absences Payable - current portion 1,954 

Compensated Absences Payable - noncurrent portion 1,000 

To record compensated absences liability 

9. This adjustment for the accrual of workers' compensation claims is derived from reports

provided by the State Compensation Insurance Fund (SCIF) that show the total cost of all open

and known disability claims as of the end of the fiscal year. This amount is accrued as a

Liability on the balance sheet and is based on established claims criteria such as the age of the

injured person, occupation, and type of injury. SCIF initially pays the workers' compensation

benefit and is then reimbursed by various state funds.

The workers' compensation liability should be recorded as “Personal Services Expense” on the 

income statement and “Workers Compensation Benefits Payable” on the balance sheet.  The 

amount expected to be paid (used) within 12 months after the end of the fiscal year is recorded 

as a current liability. The remaining amount is recorded as a noncurrent liability.  The GAAP 

adjustment would be: 

Personal Services Expense 521 

Workers Compensation Benefits Payable - current portion  400 

Workers Compensation Benefits Payable - noncurrent portion 121 

To record workers' compensation liability 
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Items #10 and #11 are related to long-term bonds. 

10. On a Budgetary/Legal basis, when bonds are issued, agencies may record the bond proceeds

as a revenue source on the operating statement. On a GAAP basis, when bonds are issued,

only balance sheet accounts are affected. Cash is debited (increased) and Bonds Payable is

credited (increased). Therefore, the revenue source must be eliminated for GAAP purposes

through the following entry:

Services and Sales Revenue 20,000 

Bonds Payable  20,000 

To record bond liability and reduce Services and Sales Revenue related to bond 

issuance 

11. On a Budgetary/Legal basis, when a bond principal payment is made, agencies may record

the bond payment as an expense on the operating statement. On a GAAP basis, when a bond

principal payment is made, only balance sheet accounts are affected. Bonds Payable is debited

(reduced) and Cash is credited (reduced).  Therefore, the expense must be eliminated for GAAP

purposes through the following entry:

Bonds Payable  7,725 

Services and Charges Expense 7,725 

To reduce Bonds Payable and Services and Charges Expense related to bond 

principal payment 

Item #12 and #13 are related to Capital Assets. 

12. On a Budgetary/Legal basis, agencies may record the capital asset purchase as an expense on

the operating statement. On a GAAP basis, when capital assets are purchased, only balance

sheet accounts are affected. Capital Assets are debited (increased) and Cash is credited

(reduced). Therefore, this expense must be eliminated for GAAP purposes through the

following entry:

Capital Assets 10,000 

Services and Charges Expense 10,000 

To record capital asset purchase 
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13. Additionally, the following GAAP entry would be needed to record Depreciation Expense for

the period on the above Capital Assets. For example, assuming the Capital Assets were

purchased on July 1 of the current fiscal year and have a useful life of five years, then the

Depreciation Expense would be recorded as follows:

Depreciation Expense 2,000 

Accumulated Depreciation 2,000 

To record Depreciation Expense not recognized in Budgetary/Legal Basis 

Statements 

14. For non-governmental cost funds, encumbrances are recognized as expenditures and are

included as part of Accounts Payable in the agency's records, as well as in the

Budgetary/Legal Basis Annual Report. However, according to GAAP, encumbrances should

not be recognized as expenses until the goods or services are received. Therefore, agencies

must provide the following GAAP adjustment:

Accounts Payable 129,000 

Expenses 129,000 

To eliminate Accounts Payable and Expenses related to encumbrances 

15. Accrued Liabilities are liabilities recognized before the related cash payment. An agency has

no authority to make expenditures for which there is no available appropriation. Under a

Budgetary/Legal basis, an agency does not accrue liabilities when there is no appropriation

even though there is a valid obligation at June 30 based on a transaction that took place during

the fiscal year.

According to GAAP, if a transaction takes place by the end of a fiscal year and a liability exists 

at June 30, it will be recorded as a liability of the proprietary fund or component unit even 

though there was no appropriation available by June 30. For example, if an entity is involved 

in numerous lawsuits, the legal proceedings have a high probability of resulting in a decision 

against the entity, and the amount of the liability can be estimated, the liability expected to be 

paid is accrued as a liability in the financial statements. The GAAP adjustment would be: 

Expenditures 36,000 

Other Liabilities* 36,000 

To accrue the contingent tort liabilities estimated to be paid in the following fiscal 

year 

* Or another liability account depending on the nature of the liability (use current or noncurrent

liability accounts as appropriate) 
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16. Nonexchange Transactions - GASB Statement No. 33 and No. 65

In a nonexchange transaction, a government gives (or receives) value without directly 

receiving (or giving) equal value in return. An adjustment will be needed if the timing of the 

recognition of nonexchange transactions is different between what is required by GAAP and 

what is reported by the agency in the Budgetary/Legal basis statements. 

The timing of the recognition of each class of nonexchange transactions is outlined in the 

Nonexchange Transactions Summary Table under the Examples of GAAP Adjustments for 

Governmental and Fiduciary Funds section. The accrual basis of accounting is assumed, except 

where indicated for revenue recognition. 

If your agency’s Budgetary/Legal basis statements do not comply with GASB No. 33 and No. 

65 for nonexchange transactions, please provide GAAP adjustments only for amounts greater 

than one million dollars ($1,000,000). 

17. Impairment of Capital Assets - GASB Statement No. 42 - Accounting and Financial Reporting

for Impairment of Capital Assets and for Insurance Recoveries.

A capital asset is considered impaired when its service utility has declined significantly and 

unexpectedly. Agencies will be required to evaluate prominent events or changes in 

circumstances affecting capital assets to determine whether impairment of a capital asset has 

occurred. A prominent event would be conspicuous or known to the agency and would be an 

event or circumstance that has prompted discussion by the governing board, management, or 

the media. Absent any such event or circumstance, agencies are not required to perform 

additional procedures to identify potential impairment of capital assets beyond those already 

performed as part of their normal operations. 

If you feel that a prominent event or change in circumstance has occurred and there is a 

potential impairment of capital assets, please review our summary of GASB No. 42 - Capital 

Asset Impairment and Insurance Recoveries Instructions at https://www.sco.ca.gov/Files-

ARD/BudLeg/gasb42instr.pdf  and follow the instructions provided. 

18. For guidance on other specific GASB Statements and their specific GAAP reporting

requirements, refer to SCO’s website at https://www.sco.ca.gov/ard_reporting.html.

https://www.sco.ca.gov/Files-ARD/BudLeg/gasb42instr.pdf
https://www.sco.ca.gov/Files-ARD/BudLeg/gasb42instr.pdf
https://www.sco.ca.gov/ard_reporting.html


28 

Schedules of Investment Types 

Purpose 

The purpose of these schedules is to report the types of investments of a particular fund and the 

potential risk involved with those investments. We are asking agencies to provide this information 

because it is available only at the agency level. 

Instructions 

The Schedules of Investment Types is due by November 30, 2020, for non-audited funds and by 

November 16, 2020, for audited funds. 

The schedules shown on pages 32, 34-40 are required for all unaudited funds that have investments 

and for those audited funds that do not have sufficient GASB No. 40 and GASB No. 72 note 

disclosure in their audit reports. 

These schedules comply with GASB Statement No. 40 which became effective in fiscal year 

2004-05 and GASB No. 72 which became effective in fiscal year 2015-16. 

The summary of GASB No. 40 reads as follows: 

The deposits and investments of state and local governments are exposed to risks that have 

the potential to result in losses.  This Statement addresses common deposit and investment 

risks related to credit risk, concentration of credit risk, interest rate risk, and foreign currency 

risk.  As an element of interest risk, this Statement requires certain disclosures of investments 

that have fair values that are highly sensitive to changes in interest rates.  Deposit and 

investment policies related to the risks identified in this Statement also should be disclosed. 

Entities may not be exposed to all risks included in GASB No. 40. Following “exception-based 

reporting,” entities are not required to disclose risks that do not apply to them. For those risks that 

do apply, GASB No. 40 requires a brief disclosure of all formal policies relating to these risks. 

Entities are not requested to disclose informal policies and investment practices. If no formal policy 

exists, a statement that no policy has been adopted would be included as a disclosure. In cases when 

the entity has a more restrictive policy than its statutory authority, both policies must be disclosed. 

The summary of GASB No. 72 reads as follows: 

This schedule categorizes fair value measurements within the fair value hierarchy established 

by generally accepted accounting principles, unless specifically exempt by GASB No. 72. 

The hierarchy is based on the valuation inputs used to measure the fair value of the assets 

and liabilities. Level 1 inputs are quoted prices for identical assets or liabilities in active 

markets at the date of measurement; Level 2 inputs are significant other directly or indirectly 

observable inputs other than quoted prices; and Level 3 inputs are significant unobservable 

inputs.  
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Types of Risks Disclosed under GASB No. 40 

Credit Risk 

Credit risk exists when there is a possibility that the issuer or other counterparty to an investment 

may be unable to fulfill its obligations.  GASB No. 40 requires disclosure of credit quality ratings 

for investments in debt securities and investments in external investment pools, money market funds, 

bond mutual funds, and other pooled investments of fixed-income securities. 

Investments may be aggregated by rating category within the disclosure. Ratings are set by 

nationally recognized statistical rating organizations (Fitch Ratings, Moody’s Investors Service, and 

Standard & Poor’s). In cases where an investment is unrated, a disclosure noting that the investment 

is unrated is required. 

Unless there is information to the contrary, credit quality ratings disclosures do not apply to debt 

securities of the U.S. government or obligations of U.S. government agencies that are explicitly 

guaranteed by the U.S. government, including Government National Mortgage Association 

(GNMA), the Export-Import Bank (EXIMBANK), and the Small Business Administration (SBA). 

Custodial Credit Risk 

Custodial credit risk for deposits exists when, in the event of the failure of a depository financial 

institution, a government may be unable to recover deposits, or to recover collateral securities that 

are in possession of an outside party. Custodial credit risk for investments exists when, in the event 

of the failure of the counterparty to a transaction, a government may be unable to recover the value 

of investment or collateral securities that are in the possession of an outside party. While GASB No. 

3 requires disclosure of custodial credit risk, GASB No. 40 amends the requirements first cited in 

GASB No. 3. 

Originally, GASB No. 3 discussed three categories of custodial credit risk. Deposit and investment 

balances classified under the traditional risk categories of 1 and 2 have been determined under GASB 

No. 40 to be exposed to only minimal risk.  Based on this conclusion, the GASB chose to limit 

disclosure of custodial risk to deposits and investments that meet the definition of “Category 3,” as 

defined in GASB No. 3. 

Concentration of Credit Risk 

Concentration of credit risk exists when an increased risk of loss occurs as more investments are 

acquired from one issuer (i.e., lack of diversification).   

GASB No. 40 requires disclosures of investments by amount and issuer for any issuer that represents 

5% or more of total investments.  This requirement does not apply to investments issued or explicitly 

guaranteed by the U.S. government, investments in mutual funds and external investment pools, and 

other pooled investments. 

Interest Rate Risk 

Interest rate risk exists when there is a possibility that changes in interest rates could adversely affect 

an investment’s fair value. GASB No. 40 requires that interest rate risk be disclosed using one of 

five approved methods. Entities should choose the method(s) that they use to manage interest rate 
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risk. There are different methods that may be presented for different types of investments. However, 

the State Controller’s Office has selected the weighted average maturity as its primary method. 

Weighted average maturity (WAM) measures time horizons (i.e., the time when investments 

become due and payable) in years or months and applies a weight to reflect dollar size of 

individual investments within an investment type. 

Interest rate risk disclosures are required for all debt investments as well as investments in mutual 

funds, external investment pools, and other pooled investments that do not meet the definition of a 

2a7-like pool. Also, disclosures are required for any assumptions regarding cash flow timing, interest 

rate changes, and other factors and contract terms, such as coupon multipliers, benchmark indexes, 

reset dates, and embedded options that cause the fair value of investments to be highly sensitive to 

interest rate changes. 

Foreign Currency Risk 

Foreign currency risk exists when there is a possibility that changes in exchange rates could 

adversely affect an investment’s or a deposit’s fair value.  GASB No. 40 requires disclosures of 

value in U.S. dollars by foreign currency denomination and by investment type for investments 

denominated in foreign currencies. These disclosures are not required to be separated from other risk 

disclosures relating to these investments. 

No foreign currency risk disclosure is required for limited partnerships unless the limited partnership 

is itself an investment in foreign currency or for international mutual funds unless the investment in 

the mutual fund is a significant portion of the entity’s investments. 

If you are unsure of how to classify your investments by risk, contact your broker or dealer. 

Ensure that debt securities are reported in detail and are broken down into categories such as 

corporate bonds, U.S. government and agency securities, municipal bonds, mortgage loans and 

notes, etc. 
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STATE CONTROLLER’S OFFICE

Schedule of Investments by Fair Value Level 

Agency Name: ______________________________________________ 

Fund Name: ________________________________________________ 

Fund Number: ___________ 

Table 1

Schedule of Investments by Fair Value Level 
June 30, 20__

(amounts in thousands)

Pooled investments

U.S. Treasury bills and notes ................................................................................................................................................................................................... $ –– $ –– $ –– $ –– 

U.S. Agency bonds and discount notes .........................................................................................................................................................................  ––  ––  ––  –– 

Supranational debentures and discount notes .....................................................................................................................................................................  –– –– –– –– 

Small Business Administration loans ....................................................................................................................................................................  –– –– –– –– 

Mortgage-backed securities ..............................................................................................................................................................................  –– –– –– –– 

Certificates of deposit .......................................................................................................................................................................................  –– –– –– –– 

Bank notes ...................................................................................................................................................................................................  –– –– –– –– 

Commercial paper ....................................................................................................................................................................................................  –– –– –– –– 

Total pooled investments at fair value............................................................................................................... –– $ –– $ –– $ –– 

Other primary government investments

U.S. Treasuries and agencies ........................................................................................................................................................................................ –– –– –– –– 

Commercial paper ........................................................................................................................................................................................  –– –– –– –– 

Corporate debt securities ........................................................................................................................................................................................  –– –– –– –– 

Repurchase agreements ........................................................................................................................................................................................  –– –– –– –– 

Other ........................................................................................................................................................................................  –– –– –– –– 

Total other primary government investments at fair value ........................................................ –– $ –– $ –– $ –– 

Investments measured at the net asset value (NAV)

Money market funds/2a-7 money market funds........................................................................................................................................................................................ –– 

Total investments measured at the NAV............................................................... –– 

Other investment instruments

Guaranteed investment contracts
1
 ........................................................................................................................................................................................ –– 

Total other investment instruments ........................................................................................................... –– 

Funds outside primary government included in

pooled investments

Less: investment trust funds ........................................................................................................................................................................................ –– 

Less: other trust and agency funds ........................................................................................................................................................................................ –– 

Less: discretely presented component units and related organizations ...............................................  –– 

Total primary government investments ............................................................................................................. $ –– 

1
 Reported at carrying value.

UnobservableMarkets for

Fair Value Measurements Using

Identical Assets

Quoted Prices

Inputs

June 30, 20__ (Level 2)(Level 1) (Level 3)

Significant

Inputs

Otherin Active

Observable

Significant
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STATE CONTROLLER’S OFFICE 

INVESTMENTS HELD OUTSIDE THE STATE TREASURY 

AS OF JUNE 30, 20___ 
(in thousands) 

Agency Name: ______________________________________________ 

Fund Name: ________________________________________________ 

Fund Number: ___________ 

Investment Policies 

Does your agency have investment policies (pursuant to California Government Code §16430 and 

16480 and/or the Entity’s policy) related to the following risk exposures? 

Investment Policies 

Investment Risks YES NO N/A 

Credit risk (Schedule 2) 

Interest rate risk (Schedule 2) 

Custodial credit risk (Schedule 3) 

Concentration of credit risk  (Schedule 4) 

Foreign currency risk (Schedule 5) 

If YES, include a brief description (Schedule 1) to identify the following: 

 The investment types that are authorized for the Entity by the California Government Code

and/or the Entity’s investment policy and certain provisions of the California Government Code;

and/or the Entity’s investment policy that addresses interest risk, credit risk, concentration of

credit risk, custodial credit risk, and foreign currency risk.

 The investment types that are authorized for investments held by the bond trustee and certain

provisions of these debt agreements that address interest rate risk, concentration of credit risk,

custodial credit risk, and foreign currency risk.

In addition, please complete the attached schedules for which you indicated “YES” above 

Check NO, if you are exposed to the risk but do not have an investment policy that addresses the risk. 

Check N/A, if you are not exposed to the risk. For example, foreign currency risk would be N/A if you 

do not have investments in foreign currencies. 
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SCHEDULE 1 

Agency Name: _________________________________________ 

Fund Name: ___________________________________________ Fund Number: _____________ 

Investments Authorized by the California Government Code and the Entity’s Investment Policy 

The table below identifies the investment types that are authorized for the Entity by the California 

Government Code and the Entity’s investment policy if it is more restrictive than the Government Code.  This 

table also identifies certain provisions of the California Government Code that address interest rate risk, credit 

risk, and concentration of credit risk. 

Authorized Investment Type 

Maximum 

Maturity 

Maximum 

Percentage 

of 

Portfolio* 

Maximum 

Investment in 

One Issuer 

(in thousands) 

* Excluding amounts held by the bond trustee that are not subject to California Government Code restrictions.
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SCHEDULE 1 (continued) 

Agency Name: _________________________________________ 

Fund Name: ___________________________________________ Fund Number: _____________ 

Investments Authorized by Debt Agreements 

Investments of debt proceeds held by bond trustee are governed by provisions of the debt agreements, rather 

than the general provisions of the California Government Code or the Entity’s investment policy. The table 

below identifies certain provisions of these debt agreements that address interest rate risk, credit risk, and 

concentration of credit risk. 

Authorized Investment Type 

Maximum 

Maturity 

Maximum 

Percentage 

of Portfolio 

Maximum 

Investment in 

One Issuer 

(in thousands) 
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SCHEDULE 2 (continued) 

Agency Name: ______________________________________ 

Fund Name: ________________________________________     Fund Number: __________ 

Investments with Fair Values Highly Sensitive to Interest Rate Fluctuations 

Additional information must be provided in the notes for investments whose fair values are highly sensitive 

to market interest rate changes.  The dollar amount (at fair value) or percentage of the portfolio held in 

highly sensitive investments must be disclosed. 

Examples of highly sensitive investments and required disclosures are as follows (GASB No. 40, 

paragraph 16): 

1. A variable-rate investment’s coupon amount enhances or amplifies the effects of interest rate changes

by greater than a one-to-one basis, such as 1.25 times the three-month London Interbank Offered Rate

(LIBOR).  The multiplier makes this investment’s fair value highly sensitive to interest rate changes.

This investment’s fair value, its coupon multiplier and benchmark index (1.25 times three-month

LIBOR), and the frequency of the coupon’s reset dates must be disclosed.

2. A variable-rate investment’s coupon amount varies inversely with a benchmark index, such as 4%

minus the three-month LIBOR with a floor of 1%.  This investment’s fair value, its coupon multiplier

and benchmark index (4% minus the three-month LIBOR with a floor of 1%), and the frequency of

the coupon’s reset dates must be disclosed.

3. An asset-backed investment has repayments that are expected to significantly vary with interest rate

changes.  The variance may present itself in terms of variable repayment amounts, uncertain early or

extended repayments, or in some cases, the possibility of no repayments.  Interest-only and residual

tranches (a specific class of bonds within an offering wherein each offers varying degrees of risk to

the investor) of collateralized mortgage obligations are specific examples of such investments.  This

investment’s fair value, the nature of its underlying assets, and the existence of the repayment option

must be disclosed.

The table below discloses the terms and fair values of the investments that are highly sensitive to interest 

rate fluctuations. 

Highly Sensitive Investments 

Fair Value at Year End 

(in thousands) 
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SCHEDULE 3 

Agency Name: _______________________________________ 

Fund Name: _________________________________________ Fund Number: _________ 

Disclosure Relating to Concentration of Credit Risk 

The investment policy of the Entity contains no limitations on the amount that can be 

invested in any issuer beyond that stipulated by the California Government Codes.  The table 

below identifies investments in any one issuer (other than U.S. Treasury securities, mutual 

funds, and external investment pools) that represent 5% or more of total Entity investments. 

Issuer Investment Type Reported Amount 

(in thousands) 

Investment in any one issuer that represent 5% or more of total investments by reporting 

units (primary government, discretely presented component unit, governmental activities, 

major fund, nonmajor funds in the aggregate, etc.) are as follows:  

For example: 

$1,000,000 of the cash and investments (including amounts held by a bond trustee) 

reported in the Water Fund (a major fund of the Entity) are held in the form of a 

nonnegotiable unrated investment contract issued by the Example Insurance Company 

that matures on October 1, 20__.  
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SCHEDULE 4 

Agency Name: _______________________________________ 

Fund Name: _________________________________________ Fund Number: _________ 

Disclosure Relating to Custodial Credit Risk 

The California Government Code does not contain legal or policy requirements that would limit the 

exposure to custodial credit risk for deposits or investments, other than §16521 and §16522, which 

require that a financial institution secure deposits made by state or local governmental units by 

pledging securities in an undivided collateral pool equal to at least 110% of the total amount deposited 

by the public agencies.  California law also allows financial institutions to secure city deposits by 

pledging first trust deed mortgage notes having a value of 150% of the secured public deposits. 

The table below identifies as of June 30, 20__, Entity investment types that were held by the same 

broker-dealer (counterparty) used by the Entity to buy the securities: 

Investment Type 

Reported Amount 

(in thousands) 
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SCHEDULE 5 

Agency Name: _______________________________________ 

Fund Name: _________________________________________ Fund Number: ___________ 

Disclosure Relating to Foreign Currency Risk 

Investment Type 
Foreign Currency Denomination 
(Euro, Japanese Yen, Swiss Franc, etc.) 

Reported U.S. Dollar 

Amount 

(in thousands) 
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Appendix A 

Example of Proprietary Fund GAAP Basis Statements 

This appendix shows how a proprietary fund’s Statement of Net Position and Statement of 

Revenues, Expenses, and Changes in Fund Net Position appear after the agency GAAP 

adjustments are added to the amounts from the Budgetary/Legal basis system.  

The GAAP system reclassifies public service enterprise funds and working capital and revolving 

funds (nongovernmental cost funds) to GAAP proprietary funds. GAAP proprietary funds include 

enterprise funds and internal service funds (see Appendix D – GAAP Report Fund Classifications). 

Proprietary funds use a full accrual basis for revenue and expense recognition. To convert the 

Budgetary/Legal basis statements to the full accrual basis, various GAAP adjustments are required 

(see Examples of GAAP Adjustments for Proprietary Funds, starting on page 21). Also, the GAAP 

system uses different accounts for the Statement of Net Position and Statement of Revenues, 

Expenses, and Changes in Fund Net Position (see Appendix C - GAAP System Account Codes). 

A Statement of Cash Flows is required for all proprietary funds (see Appendix B – Statement of 

Cash Flows). 

When a Pre-closing Trial Balance for nongovernmental cost funds is entered into the SCO 

Budgetary/Legal basis system, the GAAP basis system automatically reclassifies these pre-closing 

amounts into GAAP accounts (see the GAAP w/o Adjustments column on the next page). The 

GAAP Statement of Net Position accounts are similar to those from the Pre-closing Trial Balance, 

but at a more summarized level. For the Statement of Revenues, Expenses, and Changes in Fund 

Net Position, revenues are reclassified into one account, Services and Sales, and expenses are 

reclassified in one account, Services and Charges. The GAAP adjustments provided by the agency 

are used to reclassify those amounts to other detailed revenue and expense accounts and record 

additional amounts to arrive at the final GAAP balance. These final amounts are used to prepare 

the Statement of Net Position and Statement of Revenues, Expenses and Changes in Fund Net 

Position in the CAFR. 

Agencies with larger proprietary funds must submit a Statement of Net Position, Statement of 

Revenues, Expenses, and Change in Fund Net Position, and a Statement of Cash Flows. The 

Statement of Cash Flows can only be done after completion of the Statement of Net Position, and 

Statement of Revenues, Expenses, and Change in Fund Net Position.  

Construction in progress (CIP) is a non-depreciable capital asset. The amount for CIP should be 

reported separately as CIP, as part of the Capital Asset only if, upon completion, it will be reported 

as a capital asset and should be included in the calculation of the net investment in capital assets.  

The following example illustrates the reclassification process of a proprietary fund. 
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* Refer to page 41, for instruction on Construction in Progress as an element of Capital Assets.

Statement of Net Position 

Without and With GAAP Adjustments 

Fund XYZ (Proprietary Fund)  

For the Year Ended June 30, xxxx 

GAAP without Adjustments GAAP with Adjustments 

Description Description 

Assets  Assets 

Current Assets  Current Assets 

Cash and Pooled Investments $180    Cash and Pooled Investments $180  

Accounts Receivable (net) 220    Accounts Receivable (net) 220  

Due From Other Funds 80    Due From Other Funds 30  

Total Current Assets 480   Total Current Assets 430  

Noncurrent Assets  Noncurrent Assets 

Capital Assets* 2,200    Capital Assets* 2,200  

Total Assets $2,680   Total Assets $2,630  

Deferred Outflows of Resources 0  Deferred Outflows of Resources 0 

Total Asset and Deferred Outflows of 

Resources $2,680   

Total Asset and Deferred Outflows of 

Resources $2,630 

Liabilities  Liabilities 

Current Liabilities  Current Liabilities 

Accounts Payable $1,420    Accounts Payable $1,420  

Due To Other Funds 150    Due To Other Funds 100  

Bond Interest Payable 15    Bond Interest Payable 15  

Total Current Liabilities 1,585   Total Current Liabilities 1,535  

Noncurrent Liabilities  Noncurrent Liabilities 

Compensated Absences Payable 0    Compensated Absences Payable 90  

Revenue Bonds Payable 0    Revenue Bonds Payable 300  

Total Noncurrent Liabilities 0   Total Noncurrent Liabilities 390  

Total Liabilities 1,585   Total Liabilities 1,925  

Deferred Inflows of Resources 0   Deferred Inflows of Resources 0 

Total Liabilities and Deferred Inflows of 

Resources 1,585   
Total Liabilities and Deferred Inflows of 

Resources 1,925 

Net Position  Net Position 

Unrestricted 1,095   Unrestricted 705  

Total Liabilities, Deferred Inflows of 

Resources, and Net Position $2,680    

Total Liabilities, Deferred Inflows of Resources, 

and Net Position $2,630  
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Statement of Revenues, Expenses, and Changes in Fund Net Position 

Without and With GAAP Adjustments 

Fund XYZ (Proprietary Fund) 

For the Year Ended June 30, xxxx 

Refer 

to pages 

GAAP without Adjustments GAAP with Adjustments 50-51 

Description Description 

Beginning Net Position $1,350   Beginning Net Position $1,350  

Operating Revenues Operating Revenues 

Services and Sales 3,880  Services and Sales 3,400 1 

Operating Expenses Operating Expenses 

Services and Charges 3,435  Services and Charges 2,180 2 

Personal Services  1,090 3 

Operating Income 445  Depreciation  90 11 

Total Operating Expenses 3,360 

Operating Income 40 10 

Nonoperating Revenue (Expense) 

Interest Revenue 180 9 

Interest Expense (15) 8 

Other (150) 7 

Total Nonoperating Revenue 15 

Operating Transfers Out (700)  Operating Transfers Out (700) 6 

Ending Net Position $1,095   Ending Net Position $705  
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Appendix B 

Statement of Cash Flows 

Scope: 

Proprietary funds provide a set of financial statements that report both financial position and results 

of operations, and they should also include a Statement of Cash Flows for each period in which 

results of operations are provided. 

Purpose of the Statement: 

The primary purpose of a Statement of Cash Flows is to provide relevant information about the 

cash receipts and cash payments of a proprietary fund during a fiscal period. The information 

provided in the Statement of Cash Flows helps investors, creditors, and others to assess: 

 The ability of the fund to meet its obligations, and the need for external financing

 The ability of the fund to generate positive future net cash flows

 The reasons for differences between net income and associated cash receipts and

payments

To achieve its purpose of providing information to investors, creditors, and others for the above 

assessment, a Statement of Cash Flows should report the cash effects during a fiscal period of a 

proprietary fund’s operating, financing, and investing activities. 

The Statement of Cash Flows must be prepared using the “direct method.” Under this method, 

proprietary funds must report major classes of gross cash receipts and cash payments. Cash inflows 

and outflows should be reported in categories such as: 

 Payments to vendors such as goods and services, insurance, advertising, interest

paid, income taxes paid, etc.

 Payments to employees such as wages, benefits, etc.

 Receipts from customers such as goods and services, refunds, licenses, rents,

interest and dividends received, etc.

 Receipts from quasi-external operating transactions with other funds

 Any other operating cash payments or receipts

The Statement of Cash Flows is categorized into five areas: 

A) Cash Flows from Operating Activities

B) Cash Flows from Noncapital Financing Activities

C) Cash Flows from Capital and Related Financing Activities

D) Cash Flows from Investing Activities, and

E) Adjustments to Reconcile Operating Income/Loss to Net Cash Provided by

Operations
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A. Cash Flows from Operating Activities include all cash flows related to transactions and 

events reported as components of operating income in the operating statement. In addition, this 

category is used for any cash inflow or outflow that cannot properly be classified in one of the 

other categories, regardless of whether the item is considered operating or nonoperating on the 

operating statement. Examples of common cash inflows and outflows are: 

Exhibit 1 

Examples of Cash Inflows from Operating Activities: 

 Cash received from sales of goods or services
 Collection of receivable
 Collection of notes receivable related to the sale of goods or services
 Cash from quasi-external operating transactions with other funds (e.g., the sale of

printing services to another fund)
 Cash from grants that are essentially contracts for services (e.g., a nursing facility that

provides services to Medicaid patients)
 Receipt of cash deposits from customers
 Cash received from rental and royalty income on items not reported as investments
 Tap fees received that are not in excess of the physical cost to connect
 Insurance proceeds not related to capital assets
 Cash received from interest on program loans (e.g., student loans, low income housing

loans)

Exhibit 2 

Examples of Cash Outflows from Operating Activities: 

 Payments to vendors
 Liquidation of accounts payable
 Liquidation of notes payable to vendor
 Payments to employees (including related taxes)
 Payments of benefits on behalf of employees (e.g., pension contributions)
 Grant payments to others for services that are operating activities of the grantor (e.g.,

payment to a nonprofit for occupational therapy on behalf of residents of a nursing

facility)
 Payments of taxes, duties, fines, fees, and penalties
 Cash payments related to quasi-external operating transactions with other funds (e.g.,

payment for printing done by an internal service fund)
 Return of cash deposits (including interest) to customers
 Payment of IRC Section 457 deferred compensation plan benefits to fiduciary fund for

employees
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B. Cash Flows from Noncapital Financing Activities include borrowings and repayments 

(principal and interest) of debt that are not clearly attributable to capital purposes. For example, 

borrowings to finance program loans would properly be reported in this category.  Similarly, 

this category is used to report grant proceeds not specifically restricted to capital purposes, and 

grant payments (both capital and otherwise) to other entities.  In addition, the noncapital 

financing category includes transfers to and from other funds (except when a transfer is being 

received for capital purposes).  Finally, tax receipts not attributable to capital purposes are also 

reported in this category, with any interest paid on noncapital related vendor payables.  

Examples of common cash inflows and outflows are: 

Exhibit 3 

Examples of Cash Inflows from Noncapital Financing Activities: 

 Proceeds of borrowing other than for capital purposes
 Grant proceeds not restricted to capital purposes
 Transfers received for other than capital purposes
 Tax proceeds not attributable to capital purposes

Exhibit 4 

Examples of Cash Outflows from Noncapital Financing Activities: 

 Repayment of debt (principal and interest) not clearly attributable to capital purposes
 Grant payments to other entities (capital and noncapital)
 Cash from transfers to other funds
 Interest paid on noncapital related vendor payables

C. Cash Flows from Capital and Related Financing Activities include the borrowing and 

repayment (principal and interest) of debt clearly attributable to capital purposes. This category 

is also used to report the proceeds of capital grants and contributions, and transfers from other 

funds for capital purposes. Payments related to the acquisition, construction or improvement 

of capital assets are also reported in this category. 

In addition, the capital-related financing activities category serves to report cash flows 

resulting from the sale or involuntary conversion of capital assets (e.g., insurance proceeds 

resulting from the loss of a capital asset). Likewise, cash flows from capital-type special 

assessments are also properly reported in this category. Similarly, tap fees in excess of the 

physical cost to connect are reported in this category if they are to be used for capital purposes, 

as are taxes levied specifically for capital purposes or related debt service.  Examples of 

common cash inflows and outflows are: 
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Exhibit 5 

Examples of Cash Inflows from Capital-related Financing Activities: 

 Proceeds of borrowings for capital purposes
 Proceeds of capital grants
 Proceeds of capital contributions
 Transfers received for capital purposes
 Proceeds of sales of capital assets
 Insurance proceeds related to capital assets
 Proceeds of capital-type special assessments
 Cash received from tap fees in excess of the physical cost to connect (if related to

capital purposes)
 Cash received from taxes levied for capital purposes
 Cash received from taxes levied for debt service related to capital purposes

Exhibit 6 

Examples of Cash Outflows from Capital-related Financing Activities: 

 Principal repayments related to capital purposes (including payments on capital leases)
 Interest repayments related to capital purposes (including payments on capital leases)
 Payments related to the acquisition, construction, or improvement of capital assets

D. Cash Flows from Investing Activities include the receipt of interest, loan collections, 

proceeds from the sale of investments, and interest on customer deposits. Cash outflows in the 

investing activity category include loans made to others and the purchase of investments.  

Examples of common cash inflows and outflows are: 

Exhibit 7 

Examples of Cash Inflows from Investing Activities: 

 Loan collections
 Proceeds from the sale of investments
 Interest payments received
 Interest collections on customer deposits

Exhibit 8 

Examples of Cash Outflows from Investing Activities: 

 Loans made to others
 Purchase of Investments
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E. Reconciliation of Operating Income (Loss) to Net Cash Provided by (Used In) Operating 

Activities furnishes the differences that exist between “cash flows from operating activities” 

and “operating income.” 

Exhibit 9 

Examples of Reconciliation of Operating Income (Loss) to Net Cash Provided by 

(Used In) Operating Activities: 

 Depreciation
 Amortization
 Changes in assets and deferred outflows of resources
 Changes in liabilities and deferred inflows of resources
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Example of Cash Flows 

“Example of Cash Flows” is a continuation of “Example of Proprietary Funds,” page 41, and the 

comparison of the Statement of Net Position for the prior year is on page 51. Note: The liabilities 

and expenses in the following explanation are shown as negative amounts. In the Statement of Net 

Position and operating statement examples, they are shown as positive amounts. 

Explanation of Statement 

Cash Flows from Operating Activities: 

1. Receipts from Customers/Employers of $3,370 represent Services and Sales Revenue plus the

change in Accounts Receivable (3,400 + 190 – 220).

2. Payments to Suppliers of ($1,810) represent Services and Charges Expense plus the change in

Accounts Payable (-2,180 + -1,050 – -1,420).

3. Payments to Employees of ($1,085) represent Personal Services Expense plus the change in

Compensated Absences Payable (-1,090 + -85 – -90).

4. Payments for Interfund Services Used of ($200) represent the change in Due to Other Funds

(-300 – -100).  Must be a credit.

5. Receipts from Interfund Services Provided of $20 represent the change in Due from Other

Funds. (50 – 30).  Must be a debit.

Cash Flows from Noncapital Financing Activities: 

6. The Operating Transfers Out of ($700) represents an outflow of cash for noncapital purposes.

Cash Flows from Capital and Related Financing Activities: 

7. The Proceeds from Sale of Capital Assets of $60 represent an inflow of cash from a capital

activity.  The capital assets had a book value of $210 and were sold for $60 (cash inflow),

resulting in a ($150) loss that is reported as a non-operating expense.  As the ($150) is a

noncash transaction, it is not reflected on the cash flows.

8. The Interest Paid of ($35) represents a cash outflow related to the payment of interest on bonds

used for capital purposes. It represents the change in bond interest payable of ($20), which was

already recognized in the prior period operating statement as an expense accrual, and the ($15)

interest expense recognized this year on the operating statement.

Cash Flows from Investing Activities: 

9. The Earnings on Investments of $180 represents a cash inflow from investment earnings.

There are no current or prior year accruals related to interest revenue, therefore, this amount

agrees with the amount on the operating statement.

The total of the categories of ($200) (a) is added to the prior year ending cash balance of $380 

(b), resulting in an ending cash balance of $180 (c).  This amount must agree with the cash 

balance on the balance sheet.   
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Reconciliation of Operating Income (Loss) to Net Cash Provided By (Used In) Operating 

Activities: 

10. To determine cash flows from operating activities, start with the Operating Income of $40.

Operating Income should not include nonoperating revenue or expense. This amount does not

represent a cash amount from operations because not all revenues and expenses are paid in

cash.

The following adjustments are needed to convert Operating Income to a cash amount from 

operations: 

11. The Depreciation Expense amount of $90 reduced Operating Income, but did not affect Cash.

Depreciation of $90 must be added back to Operating Income, as it did not involve an outflow

of cash.

12. The change in Receivable of ($30) represents revenues that were not collected in cash during

the current period. As this was not an inflow of cash but was reported as part of revenues, it

must be deducted from Operating Income.

13. The change in Due From Other Funds of $20 represents cash that was paid back from another

fund, but not reflected in Operating Income. As it was an inflow of cash, it must be reported

as an addition to Operating Income.

14. The change in Accounts Payable of $370 represents expenses reported on the operating

statement, but not paid out in cash. As it was not an outflow of cash but was reported as an

expense, it must be added back to Operating Income.

15. The change in Due To Other Funds of ($200) represents cash that was paid to another fund but

is not reflected in Operating Income. As it was an outflow of cash, it must be reported as a

deduction to Operating Income.

16. The change in Compensated Absences Payable of $5 represents expenses reported on the

operating statement but not paid out in cash. As it was not an outflow of cash but was reported

as an expense, it must be added back to Operating Income.

The adjustments above totaling $255 are added to the Operating Income of $40, resulting in 

$295 Net Cash Provided by Operating Activities. The remaining sections of the Statement of 

Cash Flows are used to reflect the cash flows related to the non-operating transactions of the 

operating statement. 

The general rule is that an increase in assets (other than cash) from the prior year is a 

decrease (net cash outflow) on the Statement of Cash Flows, and vice-versa. However, the 

opposite is true with liabilities. An increase in liabilities is an increase (net cash inflow) on 

the Statement of Cash Flows, and vice-versa. 
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Statement of Net Position  

Change in Assets, Deferred Outflows of Resources, Liabilities, 

and Deferred Inflows of Resources 

Fund XYZ (Proprietary Fund) 

For the Year Ended June 30, xxxx 

Change Refer 

GAAP Balance GAAP Balance In Effect to pages 

Account Title Current Year Prior Year Balance On Cash 49-50 

Current Assets 

Cash and Pooled Investments $180 $380 (200) (200) (a), (b), (c) 

Receivable 220 190 30 (30) 1, 12 

Due From Other Funds 30 50 (20) 20 5, 13 

Noncurrent Assets 

Capital Assets 2,200 2,500 (300) 300 

Total Assets $2,630 $3,120 

Deferred Outflows of Resources 

Total Assets and Deferred Outflows of 

Resources 

0 

$2.630 

0 

$3,120 

Current Liabilities 

Accounts Payable $1,420 $1,050 370 370 2, 14 

Due to Other Funds 100 300 (200) (200) 4, 15 

Bond Interest Payable 15 35 (20) (20) 8 

Noncurrent Liabilities 

Compensated Absences Payable 90 85 5 5 3, 16 

Revenue Bonds Payable 300 300 0 0 

Total Liabilities 1,925 1,770 

Deferred Inflows of Resources 

Total Liabilities and Deferred Inflows of 

Resources 

0 

1,925 

0 

1,770 

Net Position 705 1,350 

Total Liabilities and Deferred Inflows of 

Resources and Net Position $2,630 $3,120 
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Statement of Cash Flows 

Fund XYZ (Proprietary Fund) 

For the Year Ended June 30, xxxx 

     Direct Method          Pages 

49-50

CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts from customers/employers $ 3,370  1 

Receipts from interfund services provided (Always a debit) 20  5 

Payments to suppliers (1,810) 2 

Payments to employees (1,085) 3 

Payments for interfund services used (Always a credit) (200) 4 

Payments for Lottery prizes 

Claims paid to other than employees 

Other receipts (payments) 

Net cash provided by (used in) operating activities 295  

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES 

Change in interfund receivables and loans receivable 

Change in interfund payables and loan payable 

Receipt of bond charges 

Proceeds from general obligation bonds 

Retirement of general obligation bonds 

Proceeds from revenue bonds 

Retirement of revenue bonds 

Proceeds from notes payable and commercial paper 

Retirement of notes payable and commercial paper 

Interest received 

Interest paid 

Operating transfers in 

Operating transfers out (700) 6 

Grants received 

Lottery payments for education 

Net cash provided by (used in) noncapital financing activities (700) 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 

Acquisition of intangible assets 

Acquisition of capital assets 

Proceeds from sale of capital assets 60  7 

Proceeds from notes payable and commercial paper 

Principal paid on notes payable and commercial paper 

Proceeds from capital leases 

Payment on capital leases 

Retirement of general obligation bonds 

Proceeds from revenue bonds 

Retirement of revenue bonds 

Interest paid (35) 8 

Grants received 

Net cash provided by (used in) capital and related financing activities 25  

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of investments 

Proceeds from maturity and sale of investments 

Earnings on investments 180  9 

Net cash provided by (used in) investing activities 180  

Net increase (decrease) in cash and pooled investments (200) (a) 

Cash and Pooled Investments at July 1, 380  (b) 

Cash and Pooled Investments at June 30, $ 180  (c) 
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Statement of Cash Flows 

Fund XYZ (Proprietary Fund) 

For the Year Ended June 30, xxxx 

     Direct Method          Pages 

49-50
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH 

PROVIDED BY (USED IN) OPERATING ACTIVITIES 

Operating income (loss) $ 40  10 

Adjustments to reconcile operating income (loss) to net cash provided by 

(used in) operating activities: 

Depreciation 90  11 

Provisions and allowances 

Amortization of premiums and discounts 

Amortization of long-term prepaid charges and credits 

Other 

Change in account balances: 

Receivables (30) 12 

Due from other funds 20  13 

Due from other governments 

Prepaid items 

Inventories 

Net investment in direct financing leases 

Recoverable power costs (net) 

Other current assets 

Loans receivable 

Deferred outflow of resources 

Accounts payable 370  14 

Due to other funds (200) 15 

Due to component units 

Due to other governments 

Deposits 

Contracts and notes payable 

Current portion of revenues received in advance 

Interest payable 

Other current liabilities 

Benefits payable 

Lottery prizes and annuities 

Compensated absences payable 5  16 

Other noncurrent liabilities 

Deferred inflow of resources 

     Total adjustments 255  

Net cash provided by (used in) operating activities $ 295  



SCO Acct Generic 

Codes (0,5,6,7,9) Codes

011 Cash and pooled investments GAAA

012 Investments GAAC

013 Amount on deposit with U.S. Treasury GAAD

014 Cash and pooled investments - restricted GAAM

015 Investments - restricted GAAS

016 Provision for deferred - offset 1602 account GAAG

021

DO NOT USE

Due from other funds  (don't need subaccount)

(only used for final adjustment related to rounding)

GAAF

022 Receivables (net) GAAE

023 Internal balances GAA6

024 Due from other funds

(account 5024 and 5035 are used in the automated adjustments)

GAAF

025 Due from other governments GAAI

026 Due from primary government GAAB

027 Due from component units GAA5

028 Prepaid items (used in EN, IS, & CU only) GAAK

029 Due from other governments - restricted GAA3

031 Inventories, at cost GAAL

032 Other current assets GAAX

033 Food stamps GAA2

034 Net investment in direct financing leases GAAZ

035 Due from other funds

(account 5024 and 5035 are used in the automated adjustments)

GAAF

037 Prepaid to ARF (0602) - offset 1736 acct (for agency fund only) GAAY

038 Recoverable power cost net (Current) GAA4

039 Current prepaid charges GAA7

040 Derivative instrument GAA8

052 Amount to be provided for retirement for LT debt GAAW

411 Cash and pooled investments - restricted GABA

412 Investments (non current) GABB

413 Investments - restricted GABC

415 Receivable GABD

416 Net investment in direct financing leases (non current) GABF

418 Derivative instrument GABY

436 Interfund receivables GABG

437 Loans receivable GABH

438 Recoverable power cost net (non current) GABK

439 Loans receivable - restricted GABI

440 Long term prepaid charges GABM

443 Investment in UCSF Stanford Health Center GABP

444 Libraries/Collections/Works of art/Historical Treasures - Non-Depreciable GABO

445 Libraries/Collections/Works of art/Hist. Treasures - Depreciable GABS

446 Land and land improvements GABR

447 Other tangible assets GABS

448 Buildings and building improvements GABS

449 Improvements other than buildings GABS

450 Equipment GABS

Appendix C - GAAP System Account Codes

Account Titles

CURRENT ASSETS (GAA_)

NONCURRENT ASSETS (GAB_)
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SCO Acct Generic 

Codes (0,5,6,7,9) Codes

Appendix C - GAAP System Account Codes

Account Titles

451 Infrastructure - Depreciable GABS

452 Infrastructure - Non-depreciable GABU

455 Construction in progress GABV

457 Accumulated depreciation - Infrastructure GABW

458 Accumulated depreciation - Buildings and building improvements GABW

459 Accumulated depreciation - Libraries/Collections/Works of Art/Historical Treasures GABW

461 Accumulated depreciation - Other tangible sssets GABW

462 Accumulated depreciation - Equipment GABW

463 Accumulated depreciation - Improvements other than buildings GABW

460 Other noncurrent assets GABY

465 Other noncurrent assets - restricted GABZ

471 Internally generated intangible assets in progress GABN

472 Land use rights - non-amortizable GABT

473 Patents, copyrights, and trademarks - non-amortizable GABT

474 Other intangible assets - non-amortizable GABT

481 Computer software - amortizable GABX

482 Land use rights - amortizable GABX

483 Patents, copyrights, and trademarks - amortizable GABX

484 Other intangible assets - amortizable GABX

491 Accumulated amortization - computer software GABW

492 Accumulated amortization - land use rights GABW

493 Accumulated amortization - patents, copyrights, and trademarks GABW

494 Accumulated amortization - other intangible assets GABW

487 Deferred decrease related to OPEB GACA

488 Accumulated decrease in fair value of hedging derivatives GACA

489 Deferred service concession arrangement payments GACA

490 Deferred imposed nonexchange expenditure GACA

495 Deferred amounts from refunding of debt (debits) GACA

496 Cost to acquire rights to future revenues GACA

497 Deferred decrease related to pensions GACA

498 Other deferred outflows of resources GACA

499 Deferred asset retirement obligation GACA

610 Accounts payable GBAA

613 PMIA loan payable (used for audited funds) GBA3

615 Due to other appropriation (offset GAAH) GAAH

620 Due to other funds (need subaccount for entry)

(account 5620 and 5624 are used in the automated adjustments)

GBAD

621

DO NOT USE

Due to other funds (don't need subaccount)

(only used for final adjustment related to rounding)

GBAD

625 Due to component units GBAL

629 Amount prov. Other long-term debts (offset 2920) GBAB

630 Due to other governments GBAE

631 Due to primary government GBAY

633 Dividends payable GBAH

634 Unclaimed property liability GBAN

639 Derivative instrument GBAO

641 Lottery prizes and annuities (current portion LT) GBAX

642 Tax overpayments GBAP

DEFERRED OUTFLOWS OF RESOURCES (GAC_)

CURRENT LIABILITIES (GBA_)
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SCO Acct Generic 

Codes (0,5,6,7,9) Codes

Appendix C - GAAP System Account Codes

Account Titles

643 Benefits payable (only for Enterprise-Unemployment & Retirement programs and 

CU-SCIF) - payment will go to an individual

GBAK

644 Deposits GBAJ

645 Contracts and notes payable GBAM

646 Compensated absences payable (current portion LT) GBAX

647 Mortgages and other borrowings GBAS

648 Net assets available for borrowing GBAT

649 Capital lease obligations (current portion LT) GBAX

650 Current portion of revenues received in advance GBAI

652 Commercial paper (current portion LT) GBAX

653 Benefits payable (current portion LT) - payment will go to an insurance carrier or 

other non-individual

GBAX

655 Workers' compensation benefits payable (current portion LT) GBAX

656 Pollution Remediation obligation (current portion LT) GBAX

657 Mandated Cost Claims Payable (current portion of LT) GBAX

660 General obligation bonds payable (current portion LT) GBAX

665 Revenue bonds payable (current portion LT) GBAX

667 Certificates of participation (current portion LT) GBAX

668 Securities Lending Obligation GBA4

670 Interest payable GBAG

677 Other liabilities (current portion of LT) GBAX

678 Other liabilities GBAO

635 Interfund payables GBBA

637 Loans payable GBBB

640 Long term portion of revenues received in advance GBBE

662 Due to other governments GBBC

672 Benefits payable - payment to an insurance carrier or other non-individual GBBD

675 Lottery prizes and annuities GBBG

676 Mandated cost claims payable GBBQ

679 Net pension liability GBBT

680 Compensated absences payable GBBJ

682 Certificates of participation GBBK

684 Derivative instrument GBBU

685 Commercial paper (for Enterprise funds) GBBL

688 General obligation bonds payable GBBN

690 Revenue bonds payable GBBP

691 Capital lease obligations GBBR

692 Workers' compensation benefits payable GBBI

693 Pollution remediation obligation GBBU

694 Net OPEB liability GBBS

695 Other noncurrent liabilities GBBU

681 Deferred increase related to pensions GBDA

683 Deferred increase related to OPEB GBDA

686 Accumulated increase in fair value of hedging derivatives GBDA

687 Deferred service concession arrangement receipts GBDA

689 Deferred imposed nonexchange revenue GBDA

DEFERRED INFLOWS OF RESOURCES (GBD_)

NONCURRENT LIABILITIES (GBB_)
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SCO Acct Generic 

Codes (0,5,6,7,9) Codes

Appendix C - GAAP System Account Codes

Account Titles

696 Deferred amounts from refunding debt (credits) GBDA

697 Proceeds from sale of future revenues GBDA

698 Other deferred inflows of resources GBDA

699 Deferred irrevocable split-interest GBDA

905 Investment in capital assets

(Offset 985 GBDC)

GBCC

910 Reserved for encumbrances

(Offset 990 GBCG)

GBCG

927 Reserved for employees' pension benefits

(Offset 997 GBDK)

GBCK

938 (for GF only) Nonspendable 

(Offset 978 GDAA)

GCAA

939 Nonspendable - interfund receivables GCAB

940 Nonspendable - loan receivables GCAC

934     
(do not use for Gov Funds)

Restricted 

(Offset 984 GDCA)

GCCA

921 Restricted: general government GCCB

922 Restricted: education GCCC

923 Restricted: health and human services GCCD

924 Restricted: natural resources and environmental protection GCCE

925 Restricted: business, consumer services, and housing GCCF

926 Restricted: transportation GCCG

928 Restricted: corrections and rehabilitation GCCH

929 Restriced: unemployment programs GCCI

941 

 (do not use)

Committed fund balance

(Offset 981 GDDA)

GCDA

942 Committed: general government GCDB

943 Committed: education GCDC

944 Committed: health and human services GCDD

945 Committed: natural resources and environmental protection GCDE

946 Committed: business, consumer services, and housing GCDF

947 Committed: transportation GCDG

948 Committed: corrections and rehabilitation GCDH

949 Committed: unemployment programs GCDI

954 

(do not use)

Assigned fund balance

(Offset 983 GDEA )

GCEA

962 Assigned: general government GCEB

963 Assigned: education GCEC

964 Assigned: health and human services GCED

965 Assigned: natural resources and environmental protection GCEE

966 Assigned: business, consumer services, and housing GCEF

967 Assigned: transportation GCEG

968 Assigned: corrections and rehabilitation GCEH

969 Assigned: unemployment programs GCEI

FUND EQUITY (GBC_ and GC_ _) / Offsets (GBC_ and GBD_)
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SCO Acct Generic 

Codes (0,5,6,7,9) Codes

Appendix C - GAAP System Account Codes

Account Titles

955 Unassigned fund balance

(Offset 982 GDFA)

GCFA

950 Beg. Fund Bal. Adj./Undesig. GOAA

952 Prior Period Adjustments GOAA

953 Beg. Fund Bal. Adj.-Bond Funds (5953) GOAA

5956,5507,5509,5510 Fund Bal Equity Adj. (sb zero) GOXA

5530,5570,5930,5993, 

6010,6030,6801,

6802,6805, & 6806

710 Other Taxes GOBK

711 Motor Vehicle Excise Tax GOBI

712 Bank & Corporation Taxes GOBE

713 Inheritance, Estate & Gift Taxes GOBK

714 Cigarette Taxes GOBK

715 Insurance Taxes GOBG

716 Personal Income Taxes GOBB

717 Managed Care Organization Enrollment Tax GOBH

718 Retail Sales Taxes GOBC

719 Intergovernmental GOBD

720 Licenses and permits GOBF

721 Cannabis Excise Tax GOBU

725 Natural resources (combine with other) GOBT

727 Receipts from depositors GOBM

730 Charges for services GOBL

732 Fees GOBN

735 Penalties GOBP

740 Interest GOBR

770 Insurance premiums GOBJ

772 Escheat GOBS

775 Other GOBT

802 Deferred payroll GODX

808 General Government GODB

810 Education GODD

815 Health and human services GODF

820 Natural resources and environmental protection GODH

825 Business, consumer services, and housing GODJ

830 Transportation GODL

835 Corrections and rehabilitation GODN

840 Property tax relief GODP

842 Capital Outlay GODR

843 Pooled Loan Interest GODV

844 Interest on General Fund Loans GODV

845 Debt Service-Principal retirement GODT

846 Interest Payments to Fed. Gov. GODV

847 Misc. Debt Service-P&I GODV

OPERATING STATEMENT (GOA_)

REVENUES (GOB_)

EXPENDITURES (GOD_)
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SCO Acct Generic 

Codes (0,5,6,7,9) Codes

Appendix C - GAAP System Account Codes

Account Titles

850 Debt Service-Interest & Fiscal Charges GODV

856 Receipt of Accrued Int on Bond Sales GODV

895 Debt Service-Principal NGC GODT

785 Proceeds from G.O. Bonds/commercial paper GOLB

786 Proceeds from remarketing bonds GOLI

787 Proceeds from refunding bond & refunding COP GOLC

788 Proceeds from revenue bonds GOLE

789 Proceeds from capital leases GOLK

790 Operating transfers in GOLD

791 Loan Repayments GOLD

792 Transfer in intrafund adjustment GOLD

794 Proceeds from loans payable (Prop 1A) GOLR

854 Premium on bonds issued (other financing source) GOLP

857 Discount on bonds issued (other financing use) GOLQ

890 Operating transfers out GOLF

891 Payment to refund escrow agent GOLG

892 Transfer out intrafund adjustment GOLF

896 Payment to remarketing agent GOLM

751 Student tuition and fees GOFA

752 Unemployment and disability insurance GOFC

754 Lottery Ticket Sales GOFB

755 Services and sales GOFD

756 Power sales GOFE

758 Grants and contracts GOFP

760 Earned premiums (net) GOFF

762 Net appreciation (dep) in fair value of invest GOFG

763 Non-employer contribution GOFO

764 Department of energy laboratories GOFQ

765 Investment and interest GOFH

767 Contributions GOFJ

768 Employer contributions GOFK

769 Plan member contributions GOFM

778 Rent GOFL

780 Other operating revenues (proprietary and fiduciary funds only) GOFN

783 Other revenues (operating and nonoperating) - component units only GOFN

766 Investment expenses (for pension trust funds) GOFI

841 Payments to and for depositors GOHS

859 Lottery prizes GOHB

860 Personal services GOHD

861 Power purchases GOHC

862 Administrative expense GOHE

865 Supplies GOHF

870 Services and charges GOHH

871 Scholarships and fellowships GOHM

872 Department of energy laboratories GOHK

875 Depreciation GOHJ

OTHER FINANCING SOURCES (GOL_)

OPERATING REVENUES (GOF_)

OPERATING EXPENSES (GOH_)
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SCO Acct Generic 

Codes (0,5,6,7,9) Codes

Appendix C - GAAP System Account Codes

Account Titles

877 Other operating expenses (proprietary and fiduciary funds only) GOHT

878 Other expenses (operating and nonoperating) - component units only GOHT

880 Distributions to beneficiaries GOHL

882 Interest expense GOHN

884 Refunds GOHP

886 Amortization of prepaid charges GOHR

771 Private gifts GOJC

773 Permanent endowments, donations and grants GOJE

774 Special items GOJT

776 Donations and grants GOJB

777 Investment and interest income GOJF

779 Loss (Gain) on early extinguishment of debt GOJJ

782 Other nonoperating revenue or expense (proprietary & fidicuary funds only) GOJL

784 Extraordinary items GOJV

797 Payments from primary government GOJG

798 Payments to primary government GOJI

885 Capital Contribution GOJS

893 Grants provided GOJD

894 Interest expense and fiscal charges GOJH

960 Dividends paid GOJP

961 Lottery payments for education GOJQ

202 Deferred Payroll GODX

208 General Government GOEB

210 Education GOED

215 Health and human services GOEF

220 Natural resources and environmental protection GOEH

225 Business, consumer services, and housing GOEJ

230 Transportation GOEL

235 Corrections and rehabilitation GOEN

240 Property tax relief GOEP

246 Interest Payments to Fed. Gov.(s/b zero) - agy #9625 GOEV

247 Misc. Debt Service-P&I (s/b zero) - agy  #9600 GOEV

250 Debt Service-Interest & Fiscal Charges (s/b zero) - agy #9620 GOEV

1) "0" - manual GAAP adjustments.

2) "5" - GAAP system reclassification for revenues and exp.

3) "6" - GAAP system adjustments to encumbrances.

4)

5) "9" - GAAP system reclassification of fund balance (GASB 54).

"7" - GAAP system reduce program revenue from the total revenue.  For example, the system 

uses 7719 to reduce intergovernmental revenue, then puts that under 7808 because that 

particular revenue is related to general government programs.

NONOPERATING REVENUES (EXPENSES) (GOJ_)

PROGRAM REVENUES * (GOE_)

Other

* Used for manual program revenue adjustments in the Government-Wide statements only.
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Appendix E – Example of the Certification Letter and  
Management Representation Letter 

     
Departments must submit a separate certification letter for each organization along with their year-end 
reports. The certification letter must provide a complete list of the GAAP basis year-end reports, worksheets, and 
documents submitted referencing each fund, and a signature certifying those reports as being true and correct. As 
the certification statement applies to all of the listed reports, it is not necessary to individually sign each report. 
Department managers who prefer to sign each report may do so; however, a certification letter still must be 
submitted with the reports. 
 
All certification letters must include the following: 

• Date 
• Department name 
• Department four-digit organization number 
• The name and number of the fund and subfunds submitted 
• A list of the reports submitted within each fund. If there is nothing to report, note this on the certification 

letter as “no activity to report” or “no capital assets,” as applicable 
• A contact person’s name, phone number, and email address for each set of fund reports 
• Department mailing address and the name and email addresses for the department Director and Chief of 

Accounting 
• A certification statement signed by the officer responsible for fiscal administration 

 
A list of each agency’s required documentation is provided in the annual GAAP Information Request sent 
to individual agencies.  Agencies are still expected to identify significant changes or disclosures in 
accordance with GAAP in addition to those specified. 
 

Management Representation Letter 
 
Departments are required to submit a Management Representation Letter for each organization indicating their 
compliance with applicable Governmental Accounting Standard Board (GASB) standards. This letter provides a list 
of several GASB standards that may require additional GAAP adjustments or disclosure if applicable to the 
organization. Please indicate if the standard is applicable, and how you have complied and incorporated the 
transaction or disclosure in year-end reports, worksheets, and documents submitted for each fund it applies to.  
Only one Management Representation Letter is required for each organization and both executive and fiscal 
services management representatives must sign the statement certifying that the representations made are true 
and correct. 
 
An example of a Certification Letter and Management Representation Letter is attached to the email sent in 
each department’s GAAP Information Request. 
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M e m o r a n d u m      CERTIFICATION LETTER 

         EXAMPLE ONLY – just list 

         what you actually submit 
State Controller’s Office 
State Accounting and Reporting Division 
3301 “C” Street, Suite 760 
Sacramento, CA 95816 

 
Governmental Accounting Advisory Board (1234) Reference the organization you are 

reporting. 
Prepared by: Department of XYZ (7890) 
123 Elm Street If you prepare statements for a department 

Sacramento, CA 95816 other than your own, ensure the accuracy of 

the information. The four-digit org code will 

Mr./Ms. I. M. Director, IMD@gaab.ca.gov  be used to log the statements in as received. 
Mr./Ms. I. M. Chief of Accounting,  IMCOA@gaab.ca.gov 
Mr./Ms.I.M. Department Director, IMDD@gaab.ca.gov 
 

I. CERTIFICATION OF YEAR–END FINANCIAL REPORTS AND GAAP REPRESENTATIONS  

      The following financial reports for the fiscal year ended June 30, 20XX are enclosed (list only those actually enclosed): 

FINANCIAL REPORTS 
Statement of Net Position, Fund XXXX 
Statement of Changes in Net Position, Fund XXXX 
Cash Flow Statement, Fund XXXX 

 

GAAP ADJUSTMENTS 
Grant Commitments, Fund XXXX 
Deferred Receivables, Fund XXXX 
Miscellaneous Adjustments, Fund XXXX 

 

SCHEDULES AND WORKSHEETS 
Investments Schedule, Fund XXXX 
Capital Lease Schedule, Fund XXXX 
Operating Lease Schedule, Fund XXXX 
Debt Service/Defeasance Schedule, Fund XXXX 
Schedule of Changes in Long-Term Obligations, Fund XXXX 
Compensated Absences Worksheet, Fund XXXX 
Pollution Remediation Obligations Worksheet, Fund XXXX 
Statistical Schedule, Investments by Issuer, Fund XXXX 

 

DISCUSSION AND ANALYSIS 
GASB Statement No. 49 Note Disclosures, 
Fund XXXX Note on Risk Management, 
Fund XXXX 
 

Contact Person: Iam T. One, Fiscal Administrator 

Phone No: (XXX) XXX-XXXX 
Email: Bud.G.Tary@gaab.ca.gov 

 

I certify (or declare) under penalty of perjury that the data on the attached statements is true and correct and 
that I have not violated any of the provisions of Article 4, Chapter 1, Division 4, Title 1, Government Code 
(commencing with Section 1090). 
 

Subscribed and executed this 1st day of September, 20XX, at Sacramento, California. 
 

 
Signature of Officer /Name and Title of Officer 

mailto:IMD@gaab.ca.gov
mailto:IMCOA@gaab.ca.gov
mailto:IMDD@gaab.ca.gov
mailto:Bud.G.Tary@gaab.ca.gov
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II. MANAGEMENT REPRESENTATION LETTER (Certification of Compliance with Certain  

     Accounting Standards) 
 

We confirm that we have a responsibility to ensure the fair presentation of the State’s financial statements in 
conformity with the Generally Accepted Accounting Principles (GAAP) in the United States of America. I 
confirm to the best of my knowledge and belief the following representations for the financial reports for the 
fiscal year ended June 30, 2020. 

 

a.   Component Units 
 

GASB Statement No. 61, The Financial Reporting Entity: Omnibus - An Amendment of GASB Statements 
No. 14 and No. 34, includes accounting and financial reporting standards for including, presenting, and 

disclosing information about governmental component units, including equity interests. Governmental 
financial statements are to include the financial accounting of all appropriate entities that a government is 
accountable for or financially intertwined with. 

 

The GASB Statement No. 61 plain language summary with flowchart and checklist are available for 
reference at the SCO’s website. 

 

Please check all applicable boxes: 
 

I have reviewed GASB Statement No. 61 as it relates to the determination and inclusion of component 
units and; 

 

☐ We determined that we have no component units to report for the fiscal year ended June 30, 2020. 

☐ We have identified, accounted for, and disclosed all required information relating to our 

component units in our attached audited financial statements for the fiscal year ended 
 June 30, 2020. 

☐ We have identified one or more component units that existed during the fiscal year ended  

June 30, 2020, have attached the checklist for determining component units, and have provided 
all documentation supporting the component unit determination and the financial information of 
the component unit for the fiscal year-end and necessary disclosure information in the attached 
GAAP information transmittal. 

 

b.   Service Concession Arrangements 
 
GASB Statement No. 60, Accounting and Financial Reporting for Service Concession Arrangements (SCA), 
defines an SCA as an arrangement between a government and another legally-separate governmental or 
private sector entity in which the government transfers to the other entity the right and related obligation to 
provide public services through the use of capital assets in exchange for significant consideration from the 
other entity. 

 

The GASB Statement No. 60 plain language summary with flowchart and checklist are available for 
reference at the SCO’s website. 
 

Please check all applicable boxes: 
 

I have reviewed GASB Statement No. 60, as it relates to accounting and reporting of service concession 
arrangements, and analyzed our contracts/agreements/transactions and; 

 

☐ We have determined that we have no SCAs to report for the fiscal year ended June 30, 2020. 

☐ We have identified, accounted for, and disclosed all required information relating to SCAs in 

our attached audited financial statements for the fiscal year ended June 30, 2020. 

☐ We have identified one or more SCA’s that existed during the fiscal year ended 

 June 30, 2020, and have provided the SCA determination checklist and all documentation 
supporting the SCA determination and necessary GAAP adjustments and disclosure 
information in the attached GAAP information transmittal. 
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c.   Pollution Remediation Obligations 
 

GASB Statement No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations, provides 
guidance on accounting and financial reporting for pollution (including contamination) remediation obligations, 
which are obligations to address the current or potential detrimental effects of existing pollution by 
participating in pollution remediation activities such as site assessment and cleanups. 

 

The GASB Statement No. 49 plain language summary and worksheet are available for reference at the 
SCO’s website. Please check all applicable boxes: 
 
I have reviewed GASB Statement No. 49, as it relates to accounting and reporting the liability of pollution 
remediation activities and; 

 

☐ We have determined that we have no pollution remediation obligations to report for the fiscal year 

ended June 30, 2020. 

☐ We have identified, accounted for, and disclosed all required information relating to pollution 

remediation obligations in our attached audited financial statements for the fiscal year ended 
June 30, 2020. 

☐ We have identified one or more pollution remediation obligations that existed during the fiscal 

year ended June 30, 2020, and have provided the pollution remediation obligation worksheet and 
all documentation supporting pollution remediation obligations and the necessary GAAP 
adjustments and disclosure information in the attached GAAP information transmittal. 

 
d.   Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assets and 

Future Revenues 
 

GASB Statement No. 48, Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfers 
of Assets and Future Revenues, provides reporting guidance when governments purchase or sell an interest 

in their expected cash flows from collecting specific receivables or specific future revenues for immediate 
cash payment - generally a single lump sum. This Statement addresses whether the transaction should be 
reported as a sale or a collateralized borrowing resulting in a liability. This Statement also includes a provision 
that assets should not be revalued when transferred between entities within the same government. 
 
The GASB Statement No. 48 plain language summary is available for reference at the SCO’s website. 
 
Please check all applicable boxes: 
 
I have reviewed GASB Statement No. 48, as it relates to the accounting and reporting for sales and 
pledges of receivables and future revenue and intra-entity transfers of assets and future revenue 
and; 

 

☐ We had no transactions involving the sale or pledge of receivables or future revenue or intra- 

entity transfers of assets or future revenue to report for the fiscal year ended June 30, 2020. 

☐  We have identified, accounted for, and disclosed all required information relating to the 

transactions involving the sale or pledge of receivables or future revenue or intra-entity transfers 
of assets or future revenue in our attached audited financial statements for the fiscal year ended 
June 30, 2020. 

☐ We have identified one or more transactions involving the sale or pledge of receivables or future 

revenue or involving the intra-entity transfer of assets or future revenue during the fiscal year 
ended June 30, 2020, and have provided the necessary GAAP adjustments and disclosure 
information in the attached GAAP information transmittal. 
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e.   Impairment of Capital Assets and for Insurance Recoveries 
 

GASB Statement No. 42, Accounting and Financial Reporting for Impairment of Capital Assets and for 
Insurance Recoveries, requires governments to report the effects of capital asset impairment in their 
financial statements when it occurs and to account for insurance recoveries in the same manner. 

 
The GASB Statement No. 42 plain language summary with decision tree and checklist are available for 
reference at the SCO’s website. 

 

Please check all applicable boxes: 
 

I have reviewed GASB Statement No. 42, as it relates to the evaluation of prominent events and changes in 
circumstance to determine impairment of capital assets and associated insurance recoveries for restoration 
or replacement and; 

 

☐ We determined that we have no capital assets impairments and/or the associated 

insurance recoveries to report for the fiscal year ended June 30, 2020. 

☐ We have identified, accounted for, and disclosed all required information relating to capital 

assets impairments and/or the associated insurance recoveries in our attached audited financial 
statements for the fiscal year ended June 30, 2020. 

☐ We have identified that one or more capital assets impairments and/or the associated 

insurance recoveries existed during the fiscal year ended June 30, 2020, have attached the 
checklist for assessing capital asset impairments, and have provided the necessary GAAP 
adjustments and disclosure information in the attached GAAP information transmittal.  

 
f.   Government Combinations and Disposals of Government Operations 

 
GASB Statement No. 69, Government Combinations and Disposals of Government Operations, provides 
accounting and financial reporting standards related to government mergers, acquisitions, and disposals of 
government operations that have been transferred or sold.  
 
The GASB Statement No. 69 plain language summary is available for reference at the SCO’s website. 
 

Please check all applicable boxes: 
 

I have reviewed GASB Statement No. 69, as it relates to accounting and reporting for government 
combinations and disposals of government operations, and analyzed our activities during the fiscal year 
and; 
 

☐ We have determined that we have no government combinations or disposals of government 

operations to report for the fiscal year ended June 30, 2020. 
☐ We have identified, accounted for, and disclosed all required information relating to government 

combinations or disposals of government operations in our attached audited financial statements 
for the fiscal year ended June 30, 2020. 

☐ We have identified one or more government combinations or disposals of government 

operations that existed during the fiscal year ended June 30, 2020, and have provided the 
necessary GAAP adjustments and disclosure information in the attached GAAP information 
transmittal. 
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g.   Nonexchange Financial Guarantees 
 
GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees, 
requires governments that extend a nonexchange financial guarantee to a legally separate entity or 
individual to recognize a liability when qualitative factors and historical data, if any, indicate that it is more 
 
likely than not that the government will be required to make a payment on the guarantee. 
 
The GASB Statement No. 70 plain language summary is available for reference at the SCO’s website. 
 

Please check all applicable boxes: 
 

I have reviewed GASB Statement No. 70, as it relates to accounting and reporting for nonexchange 
financial guarantees, and analyzed our activities during the fiscal year and; 
 

☐ We have determined that we have no nonexchange financial guarantees to report for the fiscal 

year ended June 30, 2020. 

☐ We have identified, accounted for, and disclosed all required information relating to 

nonexchange financial guarantees in our attached audited financial statements for the fiscal year 
ended June 30, 2020. 

☐ We have identified one or more nonexchange financial guarantees that existed during the fiscal 

year ended June 30, 2020, and have provided the necessary GAAP adjustments and disclosure 
information in the attached GAAP information transmittal. 

 
h.   Tax Abatement Disclosures 

 
GASB Statement No. 77, Tax Abatement Disclosures, provides financial statement users with essential 
information about the nature and magnitude of the reduction in government tax revenues through tax 
abatement programs. 
 
Please check all applicable boxes: 
 

I have reviewed GASB Statement No. 77, as it relates to accounting and reporting of tax abatement 
disclosures, and analyzed our activities during the fiscal year and; 
 

☐ We have determined that we have no tax abatement disclosures to report for the fiscal year 

ended June 30, 2020. 
☐ We have identified, accounted for, and disclosed all required information relating to tax 

abatements in our attached audited financial statements for the fiscal year ended June 30, 2020. 

☐ We have identified tax abatements that existed during the fiscal year ended June 30, 2020, and 

have provided the necessary GAAP adjustments and disclosure information in the attached 
GAAP information transmittal. 
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i.   Blending Requirements for Certain Component Units 
 
GASB Statement No. 80, Blending Requirements for Certain Component Units, establishes additional 
blending requirements to improve financial reporting by clarifying the financial statement presentation 
requirements for certain component units. 
 

Please check all applicable boxes: 
 

I have reviewed GASB Statement No. 80, as it relates to accounting and reporting for additional blending 
requirements for certain component units, and analyzed our activities during the fiscal year and; 
 

☐ We have determined that we have no additional blending requirements for component units to 

report for the fiscal year ended June 30, 2020. 

☐ We have identified, accounted for, and disclosed all required information relating to additional 

blending requirements for certain component units in our attached audited financial statements 
for the fiscal year ended June 30, 2020. 

☐ We have identified additional blending requirements for certain component units that existed 

during the fiscal year ended June 30, 2020, and have provided the necessary GAAP 
adjustments and disclosure information in the attached GAAP information transmittal. 

 

j.   Irrevocable Split-Interest Agreements 
 
GASB Statement No. 81, Irrevocable Split-Interest Agreements, requires that a government that receives a 
charitable donation of cash or real property pursuant to an irrevocable split-interest agreement recognize 
assets, liabilities, and deferred inflows of resources at the inception of the agreement. 
 

Please check all applicable boxes: 
 

I have reviewed GASB Statement No. 81, as it relates to accounting and reporting for irrevocable split-
interest agreements, and analyzed our activities during the fiscal year and; 
 

☐ We have determined that we have no irrevocable split-interest agreements to report for the fiscal 

year ended June 30, 2020. 

☐ We have identified, accounted for, and disclosed all required information relating to irrevocable 

split-interest agreements in our attached audited financial statements for the fiscal year ended 
June 30, 2020. 

☐ We have identified one or more irrevocable split-interest agreements that existed during the 

fiscal year ended June 30, 2020, and have provided the SCO with all necessary GAAP 
adjustments and disclosure information in the attached GAAP information transmittal. 

 

Sincerely,  

 

Signed:       Date:        

Executive Management Representative 
 
 

 ________________________________________________________________________   
Printed Name/Title 

 
 
Signed:                                                                                  Date:         

Fiscal Services Management Representative 
 
 

 ________________________________________________________________________  
Printed Name/Title 



 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 
 

BETTY T. YEE 
California State Controller’s Office 

State Accounting and Reporting Division 
P.O. Box 942850 

Sacramento, CA 94250 
(916) 445-2636 
www.sco.ca.gov 

http://www.sco.ca.gov/
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