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Background

❖ GASB Statement No. 103 – Financial Reporting Model Improvements 

❖ Effective for fiscal years beginning after June 15, 2025 

❖ July 1, 2025 – June 30, 2026 (FY26)

❖ January 1, 2026 – December 31, 2026

❖ Changes adopted at transition to conform to the provisions of this Statement should 
be reported as a change in accounting principle in accordance with GASB 100, 
Accounting Changes and Error Corrections, including the related display and disclosure 
requirements.

GASB 103



GASB 103

❖ The objective of this Statement is to improve key components of the financial reporting model to 
enhance its effectiveness in providing information that is essential  for decision making and assessing 
a government’s accountability. This Statement also addresses certain application issues.

❖ GASB 103 establishes new accounting and financial reporting requirements, or modifies existing 
requirements, related to the following topics:

• Management’s discussion and analysis (MD&A)

• Unusual or infrequent items

• Presentation of the proprietary fund statement of revenues, expenses, and changes in fund net
position

• Information about major component units in basic financial statements

• Budgetary comparison information

• Financial trends information in the statistical section

❖ Requirements of GASB 103 apply to the financial statements of all state and local governments.

Background



GASB 103

1. MD&A
a. Overview of the Financial Statements 
b. Financial Summary 
c. Detailed Analyses 
d. Significant Capital Asset and Long-Term Financing Activity 
e. Currently Known Facts, Decision, or Conditions 

2. Unusual or Infrequent Items 
3. Presentation of the Proprietary Fund Statements
4. Major Component Units
5. Budgetary Comparison Information 
6. Financial Trend Information in the Statistical Section 

Outline of the Key Provisions of GASB 103 and Significant Changes to the 
Financial Reporting Model



GASB 103

MD&A should:

❖ Provide an objective and easily readable analysis of the government’s financial activities.

• Based on currently known facts, decisions, or conditions

• Information that management is aware of as of the date the financial statements are issued

❖ Include an analysis of government’s activities, both short-term and long-term.

❖ Be written in a manner that can be understood by users who may not have a detailed knowledge of governmental 
accounting and financial reporting.

❖ Include explanations and interpretations that help users understand the information provided.

❖ Discussion comparison to prior year, with emphasis on current year

❖ Avoid unnecessary duplication: previous discussion and explanations can be referenced, rather than duplicating 

❖ Focus on the primary government

Management’s Discussion and Analysis (MD&A)



GASB 103

GASB 103 requires that the information presented in MD&A be limited to the related topics discussed in 
five  sections:

1. Overview of the Financial Statements

2. Financial Summary

3. Detailed Analyses

4. Significant Capital Asset and Long-Term Financing Activity, and

5. Currently Known Facts, Decisions, or Conditions

Management’s Discussion and Analysis (MD&A), 
Continued 
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❖ No change from prior guidance, this information was required to be included in MD&A per 
existing GASB  guidance

❖ This section of MD&A should provide an overview of the financial statements, including:

• The relationship of the statements to each other

• Focus on the significant differences in the types of information the financial statements 
provide

Management’s Discussion and Analysis (MD&A), 
Continued 

Section 1: Overview of the Financial Statements
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❖ This section of the MD&A should include condensed financial information derived from the government-wide financial 
statements comparing the current year to the prior year for both governmental activities and business-type activities

❖ Section 3 requires a detailed analysis. As such, Section 2 should present the information to support the detailed analysis in 
Section 3, as follows:

1) Total assets, distinguishing 
between capital assets and other
assets

2) Total deferred outflows of resources

3) Total liabilities, distinguishing between  
long-term liabilities and other liabilities

4) Total deferred inflows of resources

5) Total net position, distinguishing  
between the net investment in
capital assets, restricted net position, 
and unrestricted net position

6) Program revenues, by major source,  
distinguishing between charges for  
services, operating grants and 
contributions, and capital grants and 
contributions

7) General revenues, by major source

8) Total revenues

9) Program expenses, at a minimum by  
function or identifiable activity, as  
appropriate

10) Total expenses 

11) Excess (deficiency) before contributions  to 
term and permanent endowments or  
permanent fund principal, transfers,  and 
unusual or infrequent items

12) Contributions to term and permanent  
endowments or permanent fund principal

13) Transfers

14) Unusual or infrequent items

15) Beginning net position

16) Change in net position

17) Ending net position

Management’s Discussion and Analysis (MD&A), 
Continued 

Section 2: Financial Summary 

GASB 103
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❖ An analysis of the primary government’s financial position and the results of operations

• Summarize significant changes to governmental and business-type activities, as reported in the government-wide financial 
statements

• If applicable, refer to the analysis of significant capital asset and long-term financing activity rather than duplicating information

• Report the amounts or percentages of significant changes

• Provide explanations for why those changes from the prior year occurred and indicate the magnitude of those changes

• Include facts, decisions, or conditions about which the user may not be aware, with the understanding that not all users may be from 
the government’s geographical area

• Discuss significant policy changes (such as changes in tax rates or fees, or the imposition of a hiring freeze) and important 
economic factors (such as changes in the tax or employment bases) that significantly affected operating results for the year

Management’s Discussion and Analysis (MD&A), 
Continued 

Section 3: Detailed Analysis (Government-wide: governmental and business-type activities)  
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❖ An analysis of fund balance or net position and the results of operations of each major fund

• Summarize significant changes**

• If applicable, refer to the analysis of significant capital asset and long-term financing activity rather than duplicating information**

• Report the amounts or percentages of significant changes**

• Provide explanations for why those changes from the prior year occurred and indicate the magnitude of those changes**

• Include facts, decisions, or conditions about which the user may not be aware, with the understanding that not all users may be from 
the  government’s geographical area**

• The analysis also should address restrictions, commitments, and assignments that significantly affect the availability of fund 
resources for future use++

• The analysis of major funds may focus on explanations that differ from the analysis already required by previous slide rather than
duplicating them++

** Same as previous slide 

++ Additional requirement/information for major funds

Management’s Discussion and Analysis (MD&A), 
Continued 

Section 3: Detailed Analysis (Major Funds) 
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Description of significant capital asset activity during the year

❖ Includes intangible assets

❖ Discuss significant additions and disposals of capital assets

❖ Changes to commitments made for the acquisition of capital assets

Description of significant long-term financing during the year

❖ Includes debt, leases, PPPs, and SBITAs

❖ Discuss such agreements entered into, changes in credit ratings, and changes to debt 
limitations that may affect the financing of planned facilities or services, if any

For Both

❖ Address any significant policy changes and economic factors relevant to the capital asset 
activity and long-term financing activity that occurred during the year

❖ If applicable, the discussion should refer to explanations in the Detailed Analyses section 
rather than duplicating information here. 

Note: The following are considered 
capital assets
- Intangible right-to-use lease assets 

(GASB 87)
- Public-Private and Public-Public 

Partnerships (P3s) and Availability 
Payment Arrangements (GASB 94)

- Intangible right-to-use subscription 
assets (GASB 96)

- Intangible assets subject to GASB 
51, Accounting and Financial 
Reporting for Intangible Assets

Section 4: Significant Capital Asset & Long-Term Financing Activity 

Management’s Discussion and Analysis (MD&A), 
Continued 



GASB 103

1. Description of currently known facts, 
decisions, or conditions that are 
expected to have a significant effect on 
financial position (net position) or that 
are expected to produce significant 
differences from current-period

2. Currently known = information that 
management is aware of as of the date 
of the financial statements are issued.
 

Examples of the types of information to include in this section:

❖ Trends in relevant economic and demographic data
❖ Examples: changes in  population, customer base, income levels, building permits, 

enrollment, and unemployment rates.

❖ Relevant factors used to develop the subsequent year’s budget, that will  
provide an indication of how results of operations are expected to change in  
the subsequent year.

❖ Expected changes in budgetary net position or fund balance.

❖ Actions the government has taken related to postemployment benefit  
liabilities, capital asset improvement plans, lessee liabilities, operator liabilities 
in PPP arrangements, SBITA liabilities, and other long-term financings 

❖ Actions other parties have taken that will affect the government, such as new 
legislation or regulations imposed on the  government

Section 5: Currently Known Facts, Decisions, or Conditions

Management’s Discussion and Analysis (MD&A), 
Continued 

GASB 103



Exhibit 1: MD&A Excerpt for 
Currently Known Facts, 
Decisions, or Conditions
Section

1
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FINANCIAL REPORTING MODEL

APPENDIX C

Illustration

GASB 103
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GASB 103

Exhibit 1: MD&A Excerpt for 
Currently Known Facts, 
Decisions, or Conditions
Section
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FINANCIAL REPORTING MODEL

GASB 103 Source: GFOA, Getting a Makeover



GASB 103

Outline of the Standard

1. MD&A
a. Overview of the Financial Statements 
b. Financial Summary 
c. Detailed Analyses 
d. Significant Capital Asset and Long-Term Financing Activity 
e. Currently Known Facts, Decision, or Conditions 

2. Unusual or Infrequent Items 
3. Presentation of the Proprietary Fund Statements
4. Major Component Units
5. Budgetary Comparison Information 
6. Financial Trend Information in the Statistical Section 



GASB 103

Unusual or Infrequent Items 

❖ Defined by GASBS No. 62

❖ Unusual in nature: high degree of abnormality & unrelated to ordinary activities 

❖ Infrequency of occurrence: not reasonably expected to recur in the foreseeable future 

❖ Display the inflows and outflows related to each unusual or infrequent item separately as the last item prior to 
net change in fund balance/net position.

❖ Do not net them together 

❖ Disclose in notes to financial statements the program, function, or identifiable activity to which an unusual or 
infrequent item is related, if applicable, and whether that item is within the control of management.



GASB 103

Outline of the Standard

1. MD&A
a. Overview of the Financial Statements 
b. Financial Summary 
c. Detailed Analyses 
d. Significant Capital Asset and Long-Term Financing Activity 
e. Currently Known Facts, Decision, or Conditions 

2. Unusual or Infrequent Items 
3. Presentation of the Proprietary Fund Statements
4. Major Component Units
5. Budgetary Comparison Information 
6. Financial Trend Information in the Statistical Section 
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Presentation of the Proprietary Fund Statement of Revenues, Expenses, and Changes 

in Fund Net Position

❖ Continue to distinguish between operating and nonoperating, but slightly 
redefined 

• Operating revenues and expenses: revenues and expenses other than 
nonoperating revenues and expenses

• Nonoperating revenues and expenses: (1) subsidies received and provided, 
(2) contributions to permanent and term endowments, (3) revenues and 
expenses related to financing, (4) resources from the disposal of capital 
assets and inventory, and (5) investment income and expenses

• Ex: availability fees will be reported as operating (in the past, many have 
reported as nonoperating).

❖ NEW subtotals

❖ Subtotal for operating income (loss) 

❖ Subtotal for noncapital subsidies 

❖ This new set-up helps show if the proprietary fund is self-sufficient or 
needs other resources, such as subsidies, to continue to provide the 
same level of service. 



GASB 103

Presentation of the Proprietary Fund Statement of Revenues, Expenses, and 

Changes in Fund Net Position

Subsidies are defined as:

(1) resources received from another party or fund
 (a) for which the proprietary fund does not provide goods and services to the other party or fund and
 (b) that directly or indirectly keep the proprietary fund’s current or future fees and charges lower than they would be otherwise

(2) resources provided to another party or fund 
 (a) for which the other party or fund  does not provide goods and services to the proprietary fund and
 (b) that are recoverable through the  proprietary fund’s current or future pricing policies

(3) all other transfers

Noncapital subsidy (which now has its own line on the statement):
(1) Supports operations 
(2) Keeps current/future fees lower
(3) Grants
(4) Interfund transfers that are not for specific capital projects

Capital subsidies: received for capital projects, reported with other nonoperating revenues and expenses 



Exhibit 8: Updated format of  
Statement of Revenues, 
Expenses,  and Changes in Fund 
Net Position – Proprietary Funds

2

2

FINANCIAL REPORTING MODEL

APPENDIX C

Illustration

GASB 103



GASB 103

Outline of the Standard

1. MD&A
a. Overview of the Financial Statements 
b. Financial Summary 
c. Detailed Analyses 
d. Significant Capital Asset and Long-Term Financing Activity 
e. Currently Known Facts, Decision, or Conditions 

2. Unusual or Infrequent Items 
3. Presentation of the Proprietary Fund Statements
4. Major Component Units
5. Budgetary Comparison Information 
6. Financial Trend Information in the Statistical Section 



GASB 103

Major Component Unit Information

❖ No change on the guidance on WHAT a major 
component unit is, GASB 14 still applies. 

❖ Governments are required to present each major  
component unit separately if it does not reduce the 
readability of the government-wide statements. 

❖ If the readability of those statements would be reduced:

• combining statements of major component units 
should  be presented after the fund financial
statements



GASB 103

Outline of the Standard

1. MD&A
a. Overview of the Financial Statements 
b. Financial Summary 
c. Detailed Analyses 
d. Significant Capital Asset and Long-Term Financing Activity 
e. Currently Known Facts, Decision, or Conditions 

2. Unusual or Infrequent Items 
3. Presentation of the Proprietary Fund Statements
4. Major Component Units
5. Budgetary Comparison Information 
6. Financial Trend Information in the Statistical Section 



Budgetary Comparison Information and Statistical Section Financial 
Trends Information

Budgetary Comparison Information

❖ Governments are required to present:

• Budgetary comparison information as RSI (no 
longer permitted to be presented as part of 
the basic financial statements) 

• Reminder: only for your general fund and major 
special revenue funds with a legally adopted budget

• (1) Variances between original and final budget  
amounts and (2) variances between final 
budget and actual amounts, and

• An explanation of significant variances in 
the notes to RSI

• Significant budget overages still get 
disclosed in the Notes to the Financial 
Statements (no change).

Statistical Section: Financial Trends Information

❖ Information about changes in net position:

• In the statistical section, governments engaged 
only in business-type activities or only in 
business-type and fiduciary activities should 
present revenues by major source, 
distinguishing between operating, noncapital  
subsidy, and other nonoperating revenues and  
expenses

GASB 103



Exhibit 15: Budgetary Comparison  
Schedule Example Shown for the  
General Fund

❖ Shows addition of variance columns to  
presentation of Schedules

❖ Also includes presentation for Unusual 
or  Infrequent item related to flood
damage

2
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FINANCIAL REPORTING MODEL

APPENDIX C

Illustration

GASB 103



Exhibit 17: Notes to Budgetary  
Comparison Schedule

❖ This example is shown in tabular format  
to explain significant differences

❖ The information is required to be 
included in  the notes, but the format is 
not required

• Paragraph style could be used for the notes

APPENDIX C

Illustration
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FINANCIAL REPORTING MODEL
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Appendix Description

Exhibit 1 Management’s Discussion and Analysis

Exhibit 2 Statement of Net Position

Exhibit 3 Statement of Activities

Exhibit 4 Balance Sheet – Governmental Funds

Exhibit 5 Statement of Revenues, Expenditures, and Changes in Fund Balances—Governmental Funds

Exhibit 6 Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances to the Statement of Activities

Exhibit 7 Statement of Net Position—Proprietary Funds

Exhibit 8 Statement of Revenues, Expenses, and Changes in Fund Net Position— Proprietary Funds

Exhibit 9 Statement of Cash Flows—Proprietary Funds

Exhibit 10 Statement of Fiduciary Net Position—Fiduciary Funds

Exhibit 11 Statement of Changes in Fiduciary Net Position—Fiduciary Funds

Exhibit 12 Combining Statement of Net Position—Discretely Presented Component Units

2

9

FINANCIAL REPORTING MODEL

Appendix C provides a detailed illustration section, including 22 exhibits

Appendix C

GASB 103

Il lustrations



Implementation
Considerations and Best 
Practices 
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Considerations for Implementation

GASB 103

MD&A

❖ Review to ensure  
explanations for why  
amounts have changed 
are included throughout

❖ Remove content that 
does not relate to the five  
required sections

❖ Remove and avoid  
boilerplate language and  
duplication

Proprietary Fund Financial  
Statements

❖ Considerations for operating vs 
non-operating

❖ Formatting updates to  
Statement of Revenues,  
Expenses, and Changes in  Net
Position

❖ Make sure you have a way to 
identify which transfers are 
capital vs. noncapital

❖ Could change your major 
funds. 

Unusual or Infrequent Items

❖ If applicable, review  
presentation 
requirements for these 
items in the  financial
statements

GASB 103



Considerations for Implementation

GASB 103

Proprietary Fund Financial  Statements (Continued)

❖ Could change your major funds (continued)

❖ Transfers are now considered nonoperating revenues/expenses. 

❖ Transfers were previously excluded from the major fund calculation, but now will be included. 

❖ If you have a proprietary fund that changes from non-major to major, follow GASB 100:

❖ Considered a change within the financial reporting entity 

❖ Add a restatement note to reconcile beginning net position for the affected column(s) to show the 
impact of the reclassification

GASB 103



Considerations for Implementation

GASB 103

Major Component Unit Information

❖ For governments with major component 
units that were shown in a condensed form 
in the  notes to the financial statements, 
updating  financial statements to show 
individually on the face

❖ If readability is impacted because of this 
change, add a combining statement 
following the fund financial statements

Budgetary Comparison Schedules

❖ May need to move location – required to 
be  presented as RSI

❖ Updates to presentation of Schedules –
new  columns for variances between 
original-to- final budget and final budget-
to-actual results

❖ Explanations for significant variances to 
be included in the Notes to RSI

GASB 103



How the Changes Will Improve Financial 
Reporting

GASB 103

❖ MD&A requirements will:

• improve the quality of the analysis of changes from the prior year

• enhance the relevance of that information

• provide clarity regarding what information should be presented in MD&A

❖ Separate presentation of unusual or infrequent items will provide clarity
regarding which items should be reported separately from other inflows
and outflows of resources

❖ Definitions of operating revenues and expenses and of nonoperating
revenues and expenses will replace accounting policies that vary from
government to government, thereby improving comparability



GASB 103

❖ The addition of a subtotal for operating income (loss) and noncapital  
subsidies will improve the relevance of information provided in the  
proprietary fund statement of revenues, expenses, and changes in fund net 
position

❖ The requirement for presentation of major component unit  information will 
improve comparability

❖ The requirement that budgetary comparison information be presented  as RSI 
will improve comparability, and the inclusion of the specified  variances and 
the explanations of significant variances will provide  more useful information 
for making decisions and assessing  accountability

How the Changes Will Improve Financial 
Reporting
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Contact Information

Chris Banta, CPA, CFE

Partner

E MAI L  ADDRESS:

cbanta@bepas.com
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