
CONVERSION FROM FUND FINANCIAL RECORDS TO GOVERNMENT-WIDE FINANCIAL STATEMENTS

At the end of the reporting period and in accordance with GASB, governments adjust governmental fund records (modified accrual/current resources focus) to the accrual basis/economic resources focus required in the government-wide statements. 
This is accomplished through worksheet entries. Worksheet entries differ from other journal entries, in that they are not posted to the general ledger—in effect, they are never “booked.”
The government-wide statements are separated into governmental activities and business-type activities (discretely presented component units are also separately displayed). 
The governmental-type funds’ Balance Sheet and Statement of Revenues, Expenditures, and Changes in Fund Balances serve as inputs to the governmental activities sections of the government-wide statements.  The internal service fund transactions would also be added to the governmental activities. 
No adjustments are necessary for internal service funds as they are prepared on the accrual basis and economic resource focus. 
In contrast, balances from the enterprise funds are entered directly to the business-type activities sections of the government-wide statements.
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The fund-basis financial statements for the governmental funds are entered directly into the left-hand column of the worksheet. 

With respect to the worksheet, the focus is on what should be added and what is presently there. 

General capital assets, general long-term debt, and internal service funds are added through worksheet journal entries and are reported on the Government-Wide Statement of Net Position.

In addition, worksheet entries adjust the accounts from modified accrual basis fund statements to accrual accounting. 

The resulting balances appearing in the far-right column are entered into the governmental activities portion of the government-wide statements. 

Enterprise funds are added directly into the business-type section. 

No entries are necessary to eliminate fiduciary funds; they are simply left out of the worksheet and therefore never appear in the government-wide statements.
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Statement of Net Position includes capital assets, long-term debt, and net position comprised of Net Investment in Capital Assets, Restricted, and Unrestricted balances.  The classified approach is not required. 


The second financial statement in Government-Wide report is a Statement of Activities. [image: ]


The process to convert intra-governmental funds to government-wide
1. Long-term Capital assets
a. Assets in existence at the beginning of the year
i. Add assets (debit) and accumulated depreciation (credit) in existence at the beginning of the year
ii. Any difference would be recorded to net position
b. Assets added during the year
i. Debit the asset by category
ii. Credit Expenditures-Capital Outlay
c. Assets sold during the year
i. Credit the asset sold
ii. Eliminate (credit) the proceeds from the sale
iii. Record any gain or loss
d. Record any depreciation
2. Long-Term Liabilities – Bonds (usually)
a. Bonds in existence at the beginning of the year related to the governmental funds
i. Add bonds (credit) and premiums (credit) if any
ii. Any difference would be recorded to net position
b. Bonds added during the year
i. Credit bonds payable
ii. Debit other financing sources – proceeds of bond
c. Any interest accrual added into the government-wide financial statements worksheet but recorded as an expenditure in the current year should be eliminated
i. Debit net position
ii. Credit interest expense
d. Record any interest payable at the end of the current year under the accrual method
i. Debit interest expense
ii. Credit interest payable
e. Bond principal paid during the year
i. Credit/eliminate the expenditure for principal 
ii. Debit/reduce bonds payable
f. Bond principal amortization not previously recorded during the year
i. Debit the premium to record the amortization
ii. Credit bond interest expense previously recorded (reduces a portion of interest expense recorded which did not consider bond amortization). 
g. Interest expense in the current year related to the current year would not require adjustment. 



3. Revenue recognition under modified accrual accounting. 
Revenues are recognized when available and measurable. Revenues are deemed to be available if they are collectible within the current fiscal year or soon enough after the year-end that they could be used to settle current period liabilities. A special rule applied to property taxes—the 60-day rule. Under modified accrual, property taxes, sales taxes, and income taxes expected to be collected more than 60 days following year-end are deferred and recognized as revenue in the following year.
a. Revenue recognition 
a. Accrual - The entire amount of the property tax levied would be recognized minus any uncollectible amounts
b. Modified accrual – The amount levied recognized minus the amount deferred and any uncollectible amounts
c. Any amount previously deferred would require adjustment as follows
Explanation:
In 2019, the general fund deferred inflows of property taxes in the amount of $51,200 because this amount will not be paid for 60 days after year end.  
That 2019 journal entry would have been 
12/31/19	Revenue		51,200 (temporary account)
			Deferred Inflow		51,200 (permanent account)
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In 2020, the general fund will reverse this entry to recognize the revenue since it is now “available” in 2020.  Additionally, the general fund will zero out the deferred inflow since it is no longer deferred. 

1/1/2020 	Deferred Inflow	51,200 (permanent account)
			Revenue			51,200 (temporary account)
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Worksheet entry to convert general fund accounting from modified accrual basis to accrual basis:

12/31/20	Revenue		51,200 (temporary account) 
			Net Position 		51,200 (permanent account)

This negates the revenue recognized in 2020 related to 2019.  Net position is affected since the amounts were closed out to net position when closing revenue accounts for 2019. 



b. To convert to accrual basis, any amount deferred during the current year, would be added back as revenue
a. Debit deferred inflows
b. Credit revenue
4. Expenses
a. Recognize any expenses not previously recorded.  
b. Pension expenses
i. Any unfunded amount related to the current year would be accrued and expensed. 
5. Inter-governmental activities transactions
a. Eliminate any inter-governmental activities (between governmental/internal services funds) such as 
i. Transfers in/out
ii. Accounts receivable/payable
iii. Would not include transactions with an enterprise fund. 
6. Internal Service Funds
a. Assets and liabilities would be added to government-wide financial statements governmental activities.
b. The Net Position will be assessed for
i. Revenue related to outside parties such as interest revenue would be added to revenue
1. Debit net position
2. Credit interest revenue
ii. Exchange transactions within the net position (essentially operating income) should be eliminated so that the expenditures (in total) are not overstated. 
1. Debit net position 
2. Credit expenditures by category
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It is assumed the transfer from the business-type activity is an internal service fund.  
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NOTE: These are worksheet adjustments
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NOTE:  These are worksheet entries
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[bookmark: _Hlk53494423]TB MC Qu. 08-80 

The City of Eugene reported property tax revenues in 2020 in the amount of $10 million. The deferred inflow—property taxes reported in the General Fund’s balance sheet was $475,000 on December 31, 2019 and was $400,000 on December 31, 2020. During 2020, $9,000,000 was collected. What amount should the city report for Property Tax Revenue in its year ended December 31, 2020 government-wide Statement of Activities?

$9,625,000
$9,925,000
$10,075,000
$8,975,000
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Ending Bal 2019 51,200              

Deferred Inflow
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Beg Bal 2020 51,200              

01-Jan-20 51,200              

Deferred Inflow
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Exercise 8-7 (Static)

The following information s available for the preparation of the government-wide financial statements for the City of Southern
‘Springs as of April 30, 2020

Cash and cash equivalents, governmental activities s 480000
Cash and cash equivalents, business-type activiies 700,000
Receivables, governmental acti 450,000
Receivables; business-type acti 1,330,000
Inventories, business-type activities 520,000
Capital assets, net, governmental activties 12,500,000
Capital assets, net, business-type activities 7,200,000
Accounts payable, governmental activities 650,000
Accounts payable, business-type activities 559,000
General obligation bonds, governmental activities 7,800,000
Revenue bonds, business-type activties 3210000
Long-term liabilty for compensated absences, govermmental activities 359,000

From the preceding information, prepare a Statement of Net Position for the City of Southern Springs as of April 30, 2020
Assume that outstanding bonds were issued to acquire capital assets and resfricted assets total $554,000 for governmental
activities and $200,000 for business-type activities. (Negative amounts should be indicated by a minus sign.)
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Exercise 8-8 (Static)

‘The following information is available for the preparation of the govemment-wide financial statements for the City of Northern
Pines for the year ended June 30, 2020.

Expenses:
General government $ 11,960,000
Public safety 23,900,000
Public works 11,290,000
Health and sanitation 6010000
Culture and recreation 4,198,000
Interest on long-term debt, governmental type 721000
Water and sewer system 10.710.000
Parking system 409,000

Revenues:

Charges for services, general government 1510,000
Charges for services, public saety 210000
Operating grant, public safety 798,000
Charges for services, health and sanitation 2,355,000
Operating grant, health and sanitation 1210.000
Charges for services, culture and recreation 1998,000
Charges for services, water and sewer 11588,000
Charges for services, parking system 388,000
Property taxes 27,112,000
Sales taxes 20/698,000
Investment eamings, business-type 325,000

‘Special item—gain on sale of unused land, govemmental type 1,250,000

Transfer from business-type activites to governmental activities 700,000

Net position, July 1, 2019, governmental activiies 5,800,000

Net position, July 1. 2019, business-type activities 4600000

From the above information, prepare a Statement of Activities for the City of Norther Pines for the year ended June 30, 2020
Northern Pines has no component units. (Negative amounts should be indicated by a minus sign.)
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Exercise 8-9 (Static)

The City of Grinders Switch maintains its books in a manner that facilitates the preparation of fund accounting statements and
uses worksheet adjustments to prepare government-wide statements.

1. General fixed assets as of the beginning of the year, which had not been recorded, were as follows:

Land S 7,554,000
Buildings 33,355,000
Improvements Other Than Buildings 14:820,000
Equipment 11,690,000
Accumulated Depreciation, Capital Assets 25,800,000

2. During the year, expenditures for capital outiays amounted to $7,500,000. Of that amount, $4,800,000 was for buildings;
the remainder was for improvements other than buildings.

3. The capital outlay expenditures outlined in (2) were completed at the end of the year (and will begin to be depreciated next
year). For purposes of financial statement presentation, all capital assets are depreciated using the straight-line method,
with no estimated salvage value. Estimated lives are as follows: buildings, 40 years; improvements other than buildings, 20
years; and equipment, 10 years.

4.In the governmental funds Statement of Revenues, Expenditures, and Changes in Fund Balances, the City reported
proceeds from the sale of land in the amount of $600,000. The land originally cost $505,000.

5. At the beginning of the year, general obligation bonds were outstanding in the amount of $4,000,000. Unamortized bond
premium amounted to $16,000.

6. During the year, debt service expenditures for the year amounted to: interest, $580,000; principal, $412,000. For purposes.
of government-wide statements, $1,600 of the bond premium should be amortized. No adjustment is necessary for interest
accrual

7. At year-end, additional general obligation bonds were issued in the amount of $6,000,000, at par.

Prepare the journal entries for the worksheet adjustments for each of the above situations. (If no entry is required for a
transaction/event, select "No Journal Entry Required” in the first account field.)
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Exercise 8-10 (Static)

The City of South Pittsburgh maintains its books so as to prepare fund accounting statements and records worksheet
adjustments in order to prepare government-wide statements.

1. Deferred inflows of resources—property taxes of $51,200 at the end of the previous fiscal year were recognized as
property tax revenue in the current year’s Statement of Revenues, Expenditures, and Changes in Fund Balance.

2. The City levied property taxes for the current fiscal year in the amount of $10,000,000. When making the entries, it was
estimated that 2 percent of the taxes would not be collected. At year-end, $200,000 is thought to be uncollectible, $349,000
would likely be collected during the 60-day period after the end of the fiscal year, and $53,800 would be collected after that
time. The City had recognized the maximum of property taxes allowable under modified accrual accounting.

3. In addition to the expenditures recognized under modified accrual accounting, the City computed that $29,000 should be
accrued for compensated absences and charged to public safety.

4. The City's actuary estimated that pension expense under the City’s public safety employees pension plan is $229,000 for
the current year. The City, however, only provided $212,000 to the pension plan during the current year.

5. In the Statement of Revenues, Expenditures, and Changes in Fund Balances, General Fund transfers out included
$500,000 to a debt service fund, $200,000 to a special revenue fund, and $850,000 to an enterprise fund.

Prepare the journal entries for the worksheet adjustments for each of the above situations. (If no entry is required for a
transaction/event, select "No Journal Entry Required" in the first account field.)
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Exercise 8-11 (Static)

The City of Southern Pines maintains its books so as to prepare fund accounting statements and records worksheet
adjustments in order to prepare government-wide statements. As such, the City’s internal service fund, a motor pool fund, is
included in the proprietary funds statements.

1. Balance sheet asset accounts include: Cash, $100,000; Investments, $125,000; Due from the General Fund, $15,000;
Inventories, $325,000; and Capital Assets (net), $960,000. Liability accounts include: Accounts Payable, $50,000; Long-
Term Advance from Enterprise Fund, $600,000.

2. The only transaction in the internal service fund that is external to the government is interest revenue in the amount of

$3,600.

3. Exclusive of the interest revenue, the internal service fund reported net income in the amount of $24,000. An examination
of the records indicates that services were provided as follows: one-third to general government, one-third to public safety,
and one-third to public works.

Prepare necessary adjustments in order to incorporate the internal service fund in the government-wide statements as a part
of governmental activities. (If no entry is required for a transaction/event, select "No Journal Entry Required" in the first
‘account field.)
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ILLUSTRATION 8-1 Information Flow to the Government-Wide Statements
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CITY OF SALEM

Statement of Net Position
As of December 31,2017
Primary Government
Govermental Businesstype _Primary Component
Assets. Activities Activities_ Government Units
Cash and cash equivalents ~ $ 8242998  $ 4814724 $13057722 $ 84733
Investments 3312992 10350334 13663326 —
Inventory 1,072,963 30779 1103742 —_—
Recelvables (net)
Toxes receivable 2872611 —— 2872611 —_—
Accounts recelvable 722215 2657326 3379541 27,085
Due from other
governments. 1,328,448 1328448 —
3933126 2295043 6228169 —
etof
accumulated depreciation) 65690373 48894402 114584775 __ 11,170900
Total assets 87.175726 69042608 156218334 11282718
Liabilities
Accounts payable 2,425,447 493849 2919296 710
Accrued liabiities 4,340,108 473168 43813276 —
Bonds payable due:
within one year 2164521 1342717 3507238 —
Bonds payable due
in more than one year 39834882 18858187 58693069 —
Total liabilties 48764958 21167921 _ 69.932879 710

ii ﬁslﬂen
23690970  30757,135 54448105 11,197,985

3933126 2295043 6228169 —

10786672 14822509  25609,181 84023

Total net position $38410768 347874687 _$86.285455 _ $11.282.008
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CITY OF SALEM
Statement of Activities
For the Year Ended December 31,2017

Primary Government
Program Revenues. Nt (Expense) Revenue and Change in Net Position
Operational Captal Business-
Charges for Grants and Grants and Governmental type Component
Functions/Programs. Expenses Senvices Contributons ___ Contributions Activites Activities Total Units
Governmental activities
General government. $ 3734068 $1144018 $ 263178 s — (82326872 $— ($2326872) $—
Judicial administration 1433650 56,497 1,002,525 — (374628) - (374628) —
Public safety. 9265997 275,492 750109 277,700 (7.962.696) - (7.962,696) —
Pubic works 6167650 — 2903982 1,853,091 (1410577 — (1,410577) —
Health and welfare 4436534 — 2861389 4,203 (1570942 - (1,570,942) —
Education 9292427 - 73300 — 9219.127) - (9.219,127) —
Parks and recreation 3217236 604,358 302672 500 (2:308,705) — (2,309,705) —
Community development 1720,121 51611 208495 156,361 (1213654 - (1,213654) —
Interest on long-term debt 1422.428 — e — (1.422.428) — (1.422,428) f—
Total governmental activites 40,690,111 2131977 5455650 2291855 127.810629) (27.810629)
Business-type activities
Water 6041987 6385233 = 3,109,602 — 3452938 3452938 —
Solid waste 2556633 2351433 6594 2,085,064 — 1,886,458 1,886,458 —
Parking 481860 261,107 — — — (220762) 220762) —
Total business-type activities 5.080.485 8,997,773 6594 5,194,756 5,118,630 5118634 =
Total primary government 49,770,600 11,128,750 8462244 7.486611 127.810629) 5,118,634 122,691995) =
Component units.
Industrial development authority 4322849 9979 20,000 4193964 198.906)
General revenues
Property taxes 15382482 — 15,382,482 —
Sales taxes 5729224 5729224
Hotel and meals taxes 4998045 — 4998045 —
Grants 2724725 — 2724725 —
Miscellaneous 1611.886 729,488 2341374 1172
Transfers 615062 (615.062) —
Total genersl revenues 31.061.424 114,426 31175850 1172
Change In net position 3250795 5233060 8483855 197.734)
Net position, beginning 35159973 42,641,627 77,801,600 11379742

Net position, ending §38410.768 $47.874.687 $86285455 _ $11.282,008





