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GASB standards don't exist in a vacuum — today's updates are built on years of prior guidance, evolving 
expectations, and lessons learned across the public sector.

As new standards reshape financial reporting, many finance teams must adapt quickly — often without the full 
context of how we got here.

This Retro GASB Series steps back to connect the dots — revisiting the key legacy standards that still 
influence today's reporting requirements.

Portions of Statement 34 is no longer applicable (superseded by subsequent statements). This session 
focuses on the relevant aspects and flags what's been superseded.

Retro Series Background
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lslcpas.comPOLLING QUESTION #1
How does executive management and governance at your 
government perceive the external/audited financial 
statements?

A. Providing essential and valuable information
B. Just another compliance requirement to get through
C. Not important; only the budget matters
D. Both B and C
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GASB 34 Background 
and Objectives



lslcpas.comBackground and Objectives

• Purpose — make annual reports more comprehensive, 
understandable, and useful, so users can assess both short-
term compliance and long-term sustainability.

• Built on GASB Concepts Statement No. 1 — accountability 
is the paramount objective.

• The citizenry has a “right to know.”

• Introduced interperiod equity — are current-year revenues 
sufficient to pay for current-year services?

• Replaced a fund-only model with a dual-perspective model.

Because governments lack a 
single bottom-line measure 
such as net income, users 
must assess performance 
through a variety of 
measures — which is 
precisely why governmental 
reporting differs from 
business reporting.

Issued June 1999 after ~15 years of research and due process
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Background and Objectives: What 
Changed?

BEFORE — Fund-only model

• Governmental activities: modified accrual only

• Capital assets & long-term debt in “account 
groups”

• Infrastructure largely unreported

• No required narrative (no MD&A)

AFTER — Dual-perspective model

• Required MD&A precedes the financial 
statements

• Adds a government-wide, full-accrual basis

• Capital assets, infrastructure & LT debt on the 
financial statements

• “Major fund” reporting 

• Reconciliation to the government-wide 
statements
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External Financial Reporting 
Model
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Management's Discussion & Analysis (MD&A)

Government-Wide
Financial Statements

Fund
Financial Statements

Notes to the Financial Statements

Required Supplementary Information (other than MD&A)

External Financial Reporting Model
The minimum external financial reporting model established by GASB 34
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Management’s Discussion & Analysis 
(MD&A)

• Opportunity for financial managers to speak to the users of the 
financial statements.

• Required Supplementary Information that precedes the basic 
financial statements.

• Objective, easily readable analysis — written for non-experts.

• Must explain WHY balances and results changed, not just restate 
the amounts.

• Condensed comparative data; capital asset & debt activity; and 
known facts/decisions ahead.

Superseded by GASB 103

GASB 103 supersedes the 
MD&A requirements in GASB 
34. 
Budgetary analysis and modified 
infrastructure discussions were 
removed from MD&A.
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Which of the following best describes your governing body’s 
understanding of the unique/technical aspects of 
governmental accounting?

A. Expert
B. Advanced
C. Intermediate
D. Little to none
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Basic Financial Statements
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Basic Financial Statements

Management's Discussion & Analysis (MD&A)

Government-Wide
Financial Statements

Fund
Financial Statements

Notes to the Financial Statements

Required Supplementary Information (other than MD&A)

GASB 34 introduces a dual reporting approach — government-wide and fund
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Basic Financial Statements
GASB 34 introduces a dual reporting approach

Fund Level
Separate fund financial statements for 
each fund category

Government-Wide
Reports the government as a whole, 
full-accrual basis

Fund categories

Governmental Proprietary Fiduciary
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• Major fund focus for Governmental and Enterprise funds.

• Major funds are determined on quantitative and/or qualitative 
factors.

• Major funds are presented separately on the fund financial 
statements.

• The General fund is always major.

• Nonmajor funds are aggregated and presented as a single 
column.

FS Presentation

General Fund
Always major

Major Funds
Separate columns

Nonmajor Funds
Aggregated — single column
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Fund Level Financials: Major Funds

10%
of the corresponding element* total for all 
funds of that category or type (total 
governmental OR total enterprise funds)… AND

5%
the same element* is at least 5% of the 
corresponding element total for all 
governmental AND enterprise funds 
combined.

*Element = total assets + deferred outflows, total liabilities + deferred inflows, revenues, or expenditures/expenses 
of an individual fund.

Quantitative calculation of major funds

• Officials may also report any other fund as major based on qualitative characteristics — even if it doesn't meet 
the calculation.

• The inverse is NOT allowed: a fund meeting the calculation cannot be suppressed into the nonmajor 
aggregate.

• Consider GASB 100 when electing to present funds as major. 
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Fund Level Financials: Governmental

FOCUS
Current financial resources

BASIS
Modified accrual

EMPHASIS
Near-term results & budgetary 
compliance

STATEMENTS
Balance sheet; 
Statement of revenues, expenditures 
& changes in fund balance

Fund types

General Always major

Special Revenue

Capital Projects

Debt Service

Permanent
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Fund Level Financials: Governmental

Balance Sheet

• No capital assets or long-term liabilities 
reported

• Five classifications of fund balance

• Reconciliation to government-wide 
statements (see gov-wide section)

Revenues, Expenditures & Changes in FB

• Revenues presented by major revenue 
source.

• Expenditures reported by function.

• Other financing sources (uses): 

• transfers in/out; 

• debt issuances incl. 
premiums/discounts; 

• proceeds from sale of capital assets; 

• leases & SBITAs

Balance sheet & Statement of revenues, expenditures and changes in fund 
balance



lslcpas.comFund Level Financials: Governmental
KPIs
• General fund reserves ratio

• Unrestricted fund balance / Total GF expenditures and transfers

• Unrestricted fund balance = committed + assigned + unassigned

• General fund liquidity ratio

• Cash and investment / GF liabilities 

• Revenues sufficient to cover expenditures

FS Presentation
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Fund Level Financials: Proprietary

FOCUS
Economic resources

BASIS
Full accrual

MODEL
Operate similar to private-sector 
entities

STATEMENTS
Net position; Revenues, expenses & 
changes in net position; Cash flows

Fund types & presentation

Enterprise

By major & aggregated nonmajor

Internal Service (ISF)

No major fund funds; shown right of enterprise

Terminology note

Statement 34 uses “net assets” (assets − liabilities)
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Fund Level Financials: Proprietary

Statement of Net Position

• Presented in classified 
format

• Three components of 
net position

Revenues, Expenses & 
Changes

• Distinguish operating vs. 
nonoperating

• See GASB 103 for 
revisions

• Defined operating 
vs. nonoperating

• Change in 
presentation format; 

• Introduced 
subsidies

Statement of Cash Flows

• Four categories 

• Financing activity 
split

• Direct method + 
indirect reconciliation

• Significant noncash 
activities presented

Three financial statements



lslcpas.comFund Level Financials: Proprietary
KPIs
• Working capital = current assets – current liabilities 

• Similar to unrestricted fund balance for governmental funds

• Current ratio = current assets / current liabilities

• Operating income

• Cost recovery

• Not in the business of generating profit 

FS Presentation
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Fund Level Financials: Fiduciary

PURPOSE
Resources held in a trustee/fiduciary 
capacity — cannot support the 
government's own programs

FOCUS
Economic resources

BASIS
Full accrual

REPORTING
Major-fund reporting does not 
apply — presented by fund type

Fund types

Pension (OPEB) Trust

Investment Trust

Private-Purpose Trust

Custodial GASB 84 replaced 
agency funds
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Statement of Fiduciary Net Position

Report assets, deferred outflows, liabilities, 
deferred inflows, and fiduciary net position.

Statement of Changes in Fiduciary Net 
Position

• Report additions instead of revenues
• Deductions instead of expenses.

Two financial statements
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Government-Wide 
Financial Statements
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• Reports the government as a whole — no individual funds displayed

• Distinguish between the primary government and discretely presented 
component units.

• Distinguish governmental vs. business-type activities for the primary 
government.

• Exclude fiduciary activities.

• Eliminate certain internal activity — ISF profit; interfund 
payables/transfers (except gov enterprise).

• Report general capital assets and long-term liabilities as governmental 
activities.

• Conversion from modified accrual to full accrual is required.

Basis at a glance

Measurement focus
Economic resources

Basis of accounting
Full accrual

Statements
Statement of net position; 
Statement of activities
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• Reports all financial and capital resources of the government.

• Present assets and liabilities in order of liquidity.

• Report capital assets, distinguishing depreciable vs. non-depreciable.

• Report long-term liabilities — due within one year vs. due in more than one year.

• Present the three components of net position.

Statement of Net Position
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• Expenses reported by function, including depreciation 

• interest reported separately in most cases.

• Revenues reported as either program revenues or general revenues.

• Program revenues — derived directly from the program: 

• charges for services; program-specific grants & contributions (operating and capital).

• General revenues — all taxes and nontax revenues that don't meet program criteria; plus 
transfers and unusual/infrequent items.

• Report net (expense) revenue by individual function — showing each function's financial burden 
on taxpayers.

• Demonstrates the government's reliance on general revenues to finance functional deficits.

Statement of Activities
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KPIs
• Net position over time

• View statistical tables

• Government-wide debt burden 

• LT debt / total revenue

• Net Worth

• Governmental unrestricted net position / gov-wide total revenue 

• Net (expense) revenue for functions

FS Presentation
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Does your government prepare its own external financial 
statements?

A. Yes
B. No, our auditors do
C. No, but we would if we had more resources/time
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Conversion
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Government-Wide Conversion

Common reconciling items

Capital asset activity Long-term debt Revenue-related items

Leases / SBITAs Pension / OPEB Internal service allocation

Accrued expenses (comp. 
absences, interest)

How do we convert modified accrual to full accrual for governmental activities?

GASB 34 requires a reconciliation from the governmental financials to the government-wide financials — 
usually performed through journal entries known as “conversion / GASB 34 / worksheet / government-wide 
entries.”
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• Assume the government reported $7M of capital asset additions as part of capital outlay 

expenditures in its governmental fund financials

• Assume the finance department calculated annual depreciation expense on its governmental 
activities capital assets as $1M

Account Dr Cr
Capital assets 7,000,000

Capital outlay expenditures (7,000,000)

Account Dr Cr
Depreciation expense 1,000,000

Accumulated depreciation (1,000,000)
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• Assume the government reported $3M of bonds principal payments in its governmental fund 

financials

• Assume the government issued a $15M bond in its capital projects fund at a premium of $1M

Account Dr Cr
Bonds payable 3,000,000

Principal expenditures (3,000,000)

Account Dr Cr
Other financing sources – bonds issued 15,000,000
Other financing sources –premium on bonds issued 1,000,000

Bonds payable (15,000,000)
Premium on bonds payable (1,000,000)
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• Assume the government reported $750K of deferred inflow – unavailable revenue related to taxes 

in its governmental fund financials

Account Dr Cr
Deferred inflow – unavailable revenue 750,000

Taxes revenue (750,000)
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Does your government use government-wide tracking funds 
for capital assets and long-term liabilities?

A. Yes
B. No, we track them off the books
C. No, we let our auditors figure it out
D. No, but we plan to in the near future
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Notes to the 
Financial Statements



lslcpas.com
Notes to the Financial Statements

Management's Discussion & Analysis 
(MD&A)

Government-Wide
Financial Statements

Fund
Financial Statements

Notes to the Financial Statements

Required Supplementary Information (other than MD&A)

An integral part of the basic financial statements
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Capital Assets

• Presented by major classes
• Beginning balances

• Historical cost & accumulated depreciation 
shown separately

• Capital acquisitions and dispositions
• Depreciation expense by function

• Consider GASB 104 

Long-Term Liabilities

• Long-term debt & other long-term liabilities 
(comp. absences, claims, judgments)

• Beginning balances

• Increases and decreases

• Portions due within one year
• Governmental funds used to liquidate other 

long-term liabilities

• Future debt service requirements

Capital assets & long-term liabilities
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Required Supplementary Information 
(RSI)

Management's Discussion & Analysis (MD&A)

Government-Wide
Financial Statements

Fund
Financial Statements

Notes to the Financial Statements

Required Supplementary Information (other than MD&A)

RSI other than MD&A — completes the reporting model
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Required Supplementary Information 
(RSI)
• Budgetary schedules for the General Fund and each major SRF 

with a legally adopted budget.

• Consider GASB 103 revisions.

• Pension and OPEB tables (GASB 68 and 75).

• Infrastructure assets under the modified approach.

• Auditors do not opine on RSI — they perform limited 
procedures.

GASB 103 change

Budgetary schedules are no 
longer allowed to be 
presented as basic financial 
statements.

On the horizon

A new statement on 
infrastructure assets is 
expected to be issued in 
2027.
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Best Practices & 
Lessons Learned
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Best Practices & Lessons Learned

Prioritize the annual financial 
statements
Communicate their importance to 
executive management and governance.

Use GASB 103 to revisit the MD&A

Refresh the content and narrative 
provided.

Establish gov-wide tracking funds

Maintain for governmental activities and 
update regularly.

Reconcile capital outlay to additions
Consider separate accounts for 
capitalizable vs. non-capitalizable capital 
outlay.

Add identifiers for functions & 
revenues
This will help ensure accounts map 
correctly to functional expenses and 
program revenues.

Review functional expense allocations

Update depreciation, ISF allocation and 
compensated absences to current 
practice.
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• https://gasb.org/page/ShowPdf?path=GASBS+34.pdf&title=GASB%20STATEMENT%20NO.

%2034,%20BASIC%20FINANCIAL%20STATEMENTS%E2%80%94AND%20MANAGEME
NT%27S%20DISCUSSION%20AND%20ANALYSIS%E2%80%94FOR%20STATE%20AND
%20LOCAL%20GOVERNMENTS

• https://www.gfoa.org/materials/gaafr-appendix-d

https://gasb.org/page/ShowPdf?path=GASBS+34.pdf&title=GASB%20STATEMENT%20NO.%2034,%20BASIC%20FINANCIAL%20STATEMENTS%E2%80%94AND%20MANAGEMENT%27S%20DISCUSSION%20AND%20ANALYSIS%E2%80%94FOR%20STATE%20AND%20LOCAL%20GOVERNMENTS
https://gasb.org/page/ShowPdf?path=GASBS+34.pdf&title=GASB%20STATEMENT%20NO.%2034,%20BASIC%20FINANCIAL%20STATEMENTS%E2%80%94AND%20MANAGEMENT%27S%20DISCUSSION%20AND%20ANALYSIS%E2%80%94FOR%20STATE%20AND%20LOCAL%20GOVERNMENTS
https://gasb.org/page/ShowPdf?path=GASBS+34.pdf&title=GASB%20STATEMENT%20NO.%2034,%20BASIC%20FINANCIAL%20STATEMENTS%E2%80%94AND%20MANAGEMENT%27S%20DISCUSSION%20AND%20ANALYSIS%E2%80%94FOR%20STATE%20AND%20LOCAL%20GOVERNMENTS
https://gasb.org/page/ShowPdf?path=GASBS+34.pdf&title=GASB%20STATEMENT%20NO.%2034,%20BASIC%20FINANCIAL%20STATEMENTS%E2%80%94AND%20MANAGEMENT%27S%20DISCUSSION%20AND%20ANALYSIS%E2%80%94FOR%20STATE%20AND%20LOCAL%20GOVERNMENTS
https://www.gfoa.org/materials/gaafr-appendix-d
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