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a. Introductory Section
The Reporting Entity section of the Atlanta, Georgia, CAFR lists the major public safety services provided, public works’ services, and additional services.  Water and sewage services are provided and paid exclusively with water and sewer funds.  Their airport is financed exclusively with airport-generated income.  Atlanta is also responsible for a number of authorities and commissions (that are listed in the CAFR) which have been included as part of the city’s 1999 reporting entity.  The Atlanta Board of Education and Atlanta Housing Authority are not included because they act independently of the city.  The explanation of the reporting entity is a little unclear to me at the time.  They indirectly discuss the financial condition of Atlanta at the balance sheet date by giving figures of population increases, job growth (Atlanta is expected to lead the nation from 1990-2000), airport passengers (world’s busiest airport two years in a row), and international community establishments (partially due to hosting the 1996 Summer Olympic Games).  As far as the most significant changes in financial condition that occurred over the year, Atlanta lists their three priorities for 1999, which were (1) Prioritizing Public Safety, (2) Addressing Infrastructure Needs as a Preventive Investment, and (3) Managing Government More Efficiently.  They go through each one of these areas and highlight the financial implications tied to these objectives.  The CAFR alerts readers to the forthcoming changes in financial condition for the year of 2000 by listing their major future initiatives, which are (1) Creating a Safer City, (2) Addressing Infrastructure Needs as Preventive Investment and (3) Managing Government More Efficiently.  These are their three areas of focus for 2000 and will affect the 2000 financial condition.  They go through all three of these plans and outline the financial effects.  The introduction section also lists summaries of governmental revenues and expenditures.  These numbers agree with the statements and schedules in the financial section.  The introduction section has little mention of the general fund, special revenue funds, debt service fund, and capital projects funds.  They also have small sections on proprietary operations, fiduciary funds activities, and debt administration.  Although the introductory section doesn’t talk much about the different funds, the tabs in the CAFR for each different fund give a basic definition of the different funds.  The introductory section does include a list of principal Atlanta officials (Executive, Legislative, and Administrative) and a 2000 Organization Chart.  They have included a reproduction of their Certificate of Achievement for Excellence in Financial Reporting for their 1998 CAFR and the city has received this certificate for the past fourteen years.  They do not say directly that the 1999 CAFR has been submitted to the GFOA for consideration for the Certificate of Achievement, but it can be inferred that they have.  The introductory section does mention that management believes that the 1999 CAFR also meets the criteria of the Certificate of Achievement Program.

a. Financial Section
(1) Audit Report
Yes, the independent certified public accounting firm of KPMG LLP has audited the general purpose financial statements of the City of Atlanta.  Atlanta is also required to take part in the Single Audit, which is an audit with a focus on internal controls, laws, and regulations.  The Single Audit for fiscal year 1999 was being prepared at the time of the issuance of the CAFR and is available separately from the CAFR.  Atlanta also has an Internal Audit Division (IAD) that examines and audits the activities, functions, and programs of all Atlanta departments, offices, agencies, grantees, sub-grantees, and contractual agreements entered into by Atlanta.  The introduction section lists the criteria that the IAD uses in their audit.  The City of Atlanta employs the IAD.  The auditor expresses that the general purpose financial statements are (1) “in conformity with generally accepted accounting principles.”  They also say that in accordance with Government Auditing Standards, they have issued a report on Atlanta’s internal control over financial reporting and their tests of its compliance with certain provisions of laws, regulations, contracts, and grants.   KPMG does disclaim other parts of the CAFR, specifically, they said they did not audit or express an opinion on the schedule of funding progress because it is not a required part of the general purpose financial statements.  They also disclaim the introductory and statistical sections because they are not a required part of the general purpose financial statements, therefore the material has not been subjected to the auditing procedures applied in the audit and KPMG expresses no opinion on it.

(2) Basic Financial Statements

The City of Atlanta has not implemented GASB 34 yet; therefore the CAFR does not contain the two government-wide financial statements and seven fund statements.

(3) General Purpose Financial Statements

The CAFR actually contains six combined statements in the general purpose financial statement section.  They are:  (1) Combined Balance Sheet – All Fund Types, Account Groups, and Discretely Presented Component Units, (2) Combined Statement of Revenues, Expenditures, and Changes in Fund Balances – All Governmental Fund Types, Expendable Trust Funds, and Discretely Presented Component Unit, (3) Combined Statement of Revenues, Expenditures, and Changes in Fund Balances (Deficit) – Budget and Actual (Non-GAAP – Budgetary Basis) General Fund, Special Revenue Fund, Debt Service Fund, and Capital Projects Fund, (4) Combined Statement of Revenues, Expenses, and Changes in Fund Equity All Proprietary Fund Types and Discretely Presented Component Units, (5) Combined Statement of Cash Flows All Proprietary Fund Types and Discretely Presented Component Units, and (6) Combined Statement of Changes in Plan Net Assets. 

(4) Notes to Financial Statements
Yes, the CAFR contains forty pages of Notes to the General Purpose Financial Statements.

(5) Individual Fund and Combining Financial Statements

The CAFR contains the sections:  General Fund, Special Revenue Finds, Debt Service Fund, Capital Projects Funds, Enterprise Funds, Internal Service Fund, Fiduciary Funds, General Fixed Assets Account Group, General Long-Term Obligations Account Group, Component Units, and Other Schedules.

(6) Management’s Discussion and Analysis (MD&A)
No, there is not a section containing management’s discussion and analysis.  The closest information to this would be the Chief Financial Officer’s Letter of Transmittal – this contains some narrative about the financial statements and the financial position of Atlanta.  The MD&A section will be required under GASB 34.

c.  Statistical Tables
I explored and familiarized myself with the statistical tables in the statistical section.  Many of these tables contain comparative figures for the past five or ten years on different items.
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a. General Fund
Atlanta uses the title “General Fund” and defines it as the principal fund of Atlanta and is used to account for all activities of Atlanta not otherwise accounted for by a specified fund.  The introductory section says that the modified accrual basis of accounting is used but, due to legal requirements, statements for the governmental funds for which an annual budget is adopted also are presented on a modified cash basis for budgetary comparison.  In the General Fund section, Atlanta included both a Statement of Revenues, Expenditures, and Changes in Fund Balance under the modified accrual basis and a Schedule of Revenues, Expenditures, and Changes in Fund Balances – Budget and Actual (Non-GAAP – Budgetary Basis) under the modified cash basis.  It appears that Atlanta uses the same basis for both revenues and expenditures in each of the two statements and the basis used is consistent with GASB standards. 

b. Special Revenue Funds
The Special Revenue Funds are defined to account for activities carried out by Atlanta under terms of certain intergovernmental grants and/or laws.  Certain funds other than Special Revenue Funds also reflect grant activity but to a lesser extent.  The funds included in the report are:  Community Development Fund, Intergovernmental Grant Fund, Atlanta Clean City Commission Fund, Urban Design Commission Fund, and Solid Waste Management Authority Fund.  Each of the funds has an accompanying paragraph which explains what it is established to account for, why it was created, and what departments are involved in the special revenue funds.  All of the funds use the modified accrual basis except the Community Development Fund is prepared using both the modified accrual basis and the modified cash basis for budgetary comparison.  The basis is similar to the General Fund, especially how Atlanta prepares the Community Development Fund both ways.  The basis for accounting is in conformity with GASB standards.

c. Other Governmental Fund Types

Atlanta includes the Debt Service Fund and Capital Projects Funds along with the General Fund and Special Revenue Fund on Atlanta’s combined balance sheet under Governmental Fund Types.  The Debt Service Fund accounts for the accumulation of resources and the subsequent disbursements of such resources to pay principal and interest on the long-term debt of Atlanta.  The Capital Projects Funds account for the accumulation of resources and the subsequent disbursement of such resources in obtaining or renovating major fixed assets.  No, there is no mention of a Permanent Fund therefore Atlanta includes all of the governmental fund types in their balance sheet.  

d. Proprietary Funds
The Enterprise Funds and Internal Service Fund are included under Proprietary Fund Types in Atlanta’s financial statements.  The operations of the Enterprise Funds and the Internal Service Fund are designed to be self-supporting.  The Water and Sewage System, Department of Aviation, Parks and Recreation Facilities, and the Underground Atlanta Project are accounted for as Enterprise Funds.  Automotive services and management information systems activities are accounted for in the Internal Service Fund.  In addition, this fund accounts for transactions related to the provision of life, accident, and medical insurance benefits through outside insurance companies for permanent employees and retirees of Atlanta.  Yes, the balance sheet and the introductory section of the CAFR both provide evidence that the proprietary funds are accounted for on the full accrual basis of accounting.

e. Fiduciary Funds
Atlanta has five Fiduciary Funds:  (1) General Employees’ Pension Fund to account for the operations of the pension plan covering general officers and employees of Atlanta, (2) Firefighter’s Pension Fund to account for the operations of the pension plan covering fire fighting employees of Atlanta, (3) Police Officer’s Pension Fund to account for the operations of the pension plan covering sworn police employees of Atlanta, (4) Expendable Trust Fund to account for activities in which Atlanta acts as Trustee for an individual, organization, or other governmental unit, and (5) Agency Fund – a clearing fund used to account for various taxes, bond deposits, and other receipts held in escrow for individuals, outside organizations, other governments, and/or other funds.  The first three funds are Pension Trust Funds and use the full accrual basis of accounting.  The Expendable Trust Funds and Agency Fund use the modified accrual basis of accounting. 

f. General Capital Assets
Yes, the Combined Balance Sheet of Atlanta includes a column for General Fixed Assets account group and a column for General Long-Term Obligations account group.  The first represents a summary of the fixed assets of Atlanta, other than those fixed assets of the Enterprise and Internal Service Funds.  Capital outlays in funds other than Enterprise and Internal Service Funds are recorded in the General Fixed Assets account group.  The second account group represents the long-term liabilities of Atlanta other than those accounted for in the Proprietary Funds.

g. Notes to the Financial Statements
Yes, the Atlanta’s notes contain a summary of significant accounting policies.  The notes also describe the criteria used in determining the scope of the entity for financial reporting purposes and also discuss the included component units and the key decision criteria that were considered.  Yes, the notes explain discretely presented component units and clearly disclose the accounting policies of the component units and the relationship of these units to the City of Atlanta.  There is one note section that discusses Reserved Retained Earnings and Restricted Assets.  This section discusses that bond covenants require certain reservations of retained earnings of the Water and Sewerage System and the Department of Aviation.
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a.  Statements of Revenues, Expenditures, and Changes in Fund Balances for Governmental Funds 
(1) Revenues and Other Financing Sources

Atlanta first classified their revenues into fund (general fund, special revenue funds, etc.) and within each fund, the major classification is source.  Within each source class, it is desirable to have as many secondary classes as needed to facilitate revenue budgeting and accounting.  The major classes used by Atlanta are very similar to those listed in chapter three.  In the budgetary schedules, I observed that secondary classes are used, although they are rarely used in the other statements.  Atlanta’s transfers, proceeds of debt issues, and assets acquired under capital lease agreements are identified similar to what is described in chapter three.  The three most important (largest) sources of revenue in the General Fund are:  (1) Public utility, alcoholic beverage, and other taxes, (2) Local option sales taxes, and (3) Property taxes.  The most important source of revenue in the Community Development Special Revenue Fund and the Intergovernmental Grant Special Revenue Fund are Intergovernmental revenues – U.S. Government grants.  The other three Special Revenue Funds show no revenues.  In the General Fund, the top revenue, Public utility, alcoholic beverage, and other taxes only makes up about one-forth of Atlanta’s General Fund revenue.  Property taxes make up about one-fifth of the General Fund revenue.  The notes have a section about property taxes, local option sales taxes, and car rental taxes, but do not clearly indicate recognition criteria for primary revenue sources.  The notes do disclose some details about the important property tax dates (lien dates, levy dates, due dates, collection dates). In the statistical section, there are tables showing revenues over the past ten years.  Yes, there are interfund transfers and Atlanta’s interfund transfers are reported in the Other Financing Sources (Uses) section.  Proceeds from the issuance of certificates of participation are also reported in the Other Financing Sources (Uses) section.

(2)  Expenditures and Other Financing Uses

Atlanta’s expenditures are first classified by fund, then by organization unit, and then by organization sub-unit.  This is very different from the system discussed in chapter three, where the first three classifications are fund, then function or program, then organization unit (with no organization sub-unit).  Although Atlanta skips function or program, they go into more detail in organization unit and sub-unit than described in chapter three.  The organization units used in Atlanta’s CAFR are very similar to those listed in the book.  Interfund transfers out are shown in the Other Financing Sources (Uses) section.  The largest expenditure categories in the General Fund are:  (1) Police, (2) Public Works, and (3) Fire.  In the Community Development Special Revenue Fund and in the Urban Design Commission Special Revenue Fund, General Government – housing and neighborhood development is the largest expenditure.  In the Intergovernmental Grant Special Revenue Fund, the Department of Police Services is the largest expenditure.  In the Atlanta Clean City Special Revenue Fund, Public Works – highways, streets, and traffic is the largest expenditure.  There are no reported expenditures in the Solid Waste Management Authority Special Revenue Fund.  Yes, there is a chart in the introductory section that shows the Governmental Expenditures for the General Fund, Special Revenue Funds, and Debt Service Fund.  This is accompanied by a short narrative on each expenditure and the outcome and achievements over the year.  In the statistical section, there are tables showing the expenditures over the past ten years.  It can be inferred as population, land area, or workload statistics increase, so will expenditures.  The statistical section also includes a table of demographic statistics over the past ten years and we can see that the population has been steadily increasing, therefore, expenditures could be analyzed in relation to the increasing population and need for governmental services.
b.  Budgetary comparison schedule or statement
The name given to these schedules or statements is:  Schedule of Revenues, Expenditures, and Changes in Fund Balance – Budget and Actual (Non-GAAP – Budgetary Basis).

(1)
Yes, the heading of the schedule makes clear that the data reported in the actual column of the budgetary comparison statement are not in conformity with GAAP by saying “Non-GAAP” in the heading.

(2) The Park Improvement Capital Projects Fund is the only other fund that has a budgetary comparison schedule.  This fund is for permanent improvements to parks, the zoo, and recreation facilities funded by an ad valorem tax levy.  Because of this tax levy, Atlanta may need to legally adopt a budget to keep this project within the budget and under control.  This could be mandated by state law, locally, or just a consideration to the City of Atlanta.

(3) The budgetary comparisons are included with Atlanta’s combining statements and individual fund statements.  Atlanta only shows one budget, and from information in the notes about Atlanta’s Budgetary Accounting, it looks as if the budget shown is the budget as it existed at the balance sheet date.  There does not appear to be any information shown on the original budget and the amendments made in Atlanta’s CAFR.  The legal procedure for budget adoption and budget amendment is explained in a section in the notes titled Budgetary Accounting and also briefly mentioned in the introductory section.   

(4) The notes state that all appropriations, except for the General Fund’s reserved fund balance, construction, bond proceed funds, and Special Revenue funds, lapse at the end of the year, but are considered during the following year’s budgeting process.  Contractually encumbered appropriations and certain unencumbered appropriations in the General Fund do not lapse, but are carried forward to the ensuing budget year as budgetary amendments.  The level of control for each budget for which data are presented is not stated.

(5) The amounts in the Actual column are clearly labeled in the heading of the statement to be on a non-GAAP, budgetary basis.  The variances are only shown in dollar amounts, not percentages.  There is no explanation in the notes, introductory section, or elsewhere in the CAFR of material differences between budget and actual figures.  The majority of Atlanta’s variances are favorable.

(6) The budgetary comparison schedules use the cash basis, which differs significantly from GAAP, and the combined statements of revenue, expenditures, and changes in fund balance use the modified accrual and full accrual bases.  Therefore the actual figures in the budgetary schedules do not match with the actual figures in the combined statements.  This is because the legally adopted budget is on a cash basis and, therefore, the actual data is similarly presented on a cash basis for comparison purposes.  Reconciliation from the cash basis to the GAAP basis is also presented in each statement.  The reconciliation is fairly clear and understandable to me at this time.

(7) Atlanta has three blended component units, the Atlanta Clean City (ACC), the Urban Design Commission (UDC), and the Solid Waste Management Authority (SWMA).  Although they are legally separate from Atlanta, the general funds of each of these entities are reported as special revenue funds of Atlanta.  SWMA’s capital projects fund is reported as a capital projects fund of Atlanta too.  Therefore these units use the same budgetary practices as Atlanta.  This is stated explicitly in the first page of the notes. 
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a. General Fund

The General Fund section presents the Balance Sheet, the Statement of Revenues, Expenditures, and Changes in Fund Balance, and the Schedule of Revenues, Expenditures, and Changes In Fund Balances – Budget and Actual (Non-GAAP – Budgetary Basis).  The headings are the same as those shown in chapter four.  The arrangements and items included are very similar too.  There are a few differences, though.  For example, on the balance sheet, the text uses the term “Fund Equity” but Atlanta uses the term “Fund Balance.”  The Atlanta General Fund Statements and Schedules also go into more detail, for example, General Government is broken down into eight different segments.  The General Fund Balance Sheet shows the accounts that are open at the end of the year and the make-up of assets, liabilities, and fund equity.  The General Fund Statement of Revenues, Expenditures, and Changes in Fund Balance shows the actual revenues and actual expenditures that resulted from transactions.  The General Fund Schedule of Revenues, Expenditures, and Changes in Fund Balance – Budget and Actual, presents a budgetary comparison and variances.  Atlanta’s statements and schedules accomplish these intended purposes.  Atlanta does not show any noncurrent or non liquid assets in their General Fund Balance Sheet.  Their only reserve account is Reserved for Encumbrances and Capital Investments.  They don’t show any noncurrent liabilities either.

b. Special Revenue Fund

The Special Revenues Fund section includes:  Combining Balance Sheet, Combined Statement of Revenues, Expenditures, and Changes in Fund Balance, Community Development Fund Balance Sheets, Community Development Fund Schedule of Revenues, Expenditures, and Changes in Fund Balance (Non-GAAP – Budgetary Basis), and Intergovernmental Grant Fund Balance Sheets.  There is both a combining statement (the balance sheet that includes all five Special Revenue Funds) and three individual special revenue statements (two for the Community Development Fund and one for the Intergovernmental Grant Fund).  The statements in Atlanta’s CAFR appear similar to those described in the text for Special Revenue Funds.  The purposes of these statements are to separate the funds that account for activities carried out by the city under the terms of certain intergovernmental grants and/or laws.  Amounts for major special revenue funds are to be included in the Balance Sheet and Statement of Revenues, Expenditures, and Changes in Fund Balance prepared for governmental funds.  Atlanta’s Special Revenue Funds do serve this purpose and are included in the governmental funds sections.
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a. General Capital Assets:
(1) Reporting of Capital Assets

Capital assets are reported in a column titled “General Fixed Assets Account Group.”  The term “fixed assets” is used, not “capital assets.”  There are three statements disclosed in the General Fixed Assets Account Group section in Atlanta’s CAFR:  Schedule of General Fixed Assets, Schedule of General Fixed Assets by Department, and Schedule of Changes in General Fixed Assets by Department.  The categories of capital assets shown are:  land, buildings and other structures, and other property and equipment.  No, improvements are not clearly defined in the three categories.  Capital asset costs are reported as expenditures in the appropriate fund with a concurrent entry in the General Fixed Assets Account Group for accountability purposes.  Certain public domain property, such as streets, sidewalks, and bridges, is not recorded as general fixed assets.  According to the notes, other general fixed assets that have been purchased are recorded at cost or estimated historical cost when actual cost cannot be determined.  Construction-in-progress expenditures of the governmental funds are reflected in the various completed property and equipment categories in this account group as incurred.  Depreciation on general fixed assets is not recorded in the funds or this account group.  The treatment of donations is not mentioned in the notes.

(2) Sources of Capital Asset Financing

In the General Fixed Asset Account Group section, the investments in general fixed assets are disclosed by source.  The investments prior to December 31, 1976 are lumped together in one total, and the investments after this date are split into:  Capital Projects Funds, Special Revenue Funds, General Fund, Trust and Agency Funds, and Private Contributions.  The source accounts are similar to those in chapter five.  The three major sources (and percentages) are:  Capital Projects Funds (47%), Special Revenue Funds (17%), and General Fund (16%).

(3) Changes in General Capital Assets

Yes, the report contains a Schedule of Changes in General Fixed Capital Assets by Department.  The departments disclose changes by function and activity within most categories.  For example, the Department of Public works shows the changes for the three bureaus of highways and streets, sanitary services, and traffic and transportation all separately.

(4) Other

Construction-in-process is disclosed as an asset in the Enterprise Funds section of Atlanta’s CAFR.  The Water and Sewerage System and the Department of Aviation both have totals in construstion-in-process.  These operations of the Enterprise Funds are designed to be self-supporting.  Construction-in-progress expenditures of the governmental funds are reflected in the various completed property and equipment categories as incurred.  I did not find any further financial information on construction-in-process, such as net interest during the period.

b. Capital Projects Funds:

(1) Title and Contents

The Capital Projects Funds section has five Funds titled:  Annual Bond Fund, Park Improvement Fund, Special Assessment Fund, General Government Capital Outlay Fund, and Solid Waste Management Authority Fund.  The Capital Projects Funds uses the modified accrual basis of accounting, as do all governmental funds.  Yes, the financial statement presentation is consistent with this stated basis.  Yes, this modified accrual basis is used for both revenues and expenditures and is consistent with GASB standards.  There is a Combining Balance Sheet and Combining Statement of Revenues, Expenditures, and Changes in Fund Balance for all five of the funds.  The Park Improvement Fund also has it’s own Schedule of Revenues, Expenditures, and Changes in Fund Balance which is presented under the cash basis and states in the heading “Non-GAAP – Budgetary Basis.”  This shows that a budget was legally adopted for this fund, probably because it is funded by an ad valorem tax levy.

(2) Statements and Schedules

As mentioned above, the Capital Projects Funds section includes a Combining Balance Sheet and Combining Statement of Revenues, Expenditures, and Changes in Fund Balance for all five of the funds.  The Park Improvement Fund also has it’s own Schedule of Revenues, Expenditures, and Changes in Fund Balance which is presented under the cash basis and states in the heading “Non-GAAP – Budgetary Basis.”  This shows that a budget was legally adopted for this fund, probably because it is funded by an ad valorem tax levy.  The headings of these statements are consistent with the headings of the statements in the other governmental funds:  the General Fund, Special Revenue Funds, and Debt Service Fund.  All use the modified accrual basis of accounting except when the budgetary comparisons are presented.  These use the cash basis for comparative purposes and clearly state that in the heading.

(3) Financial Resources Inflows

The main revenues for the Capital Projects Funds are property taxes, charges for special assessments, storm sewer construction, demolition and land clearance, interest on assessment receivable, and investment income.  There is also a column listed as “other.”  Other financial sources include operating transfers in from other funds, proceeds of general obligation bonds, and proceeds of certificates of participation.  It is not clear if any special assessment bonds have been sold at premiums or discounts.

(4) Fund Expenditures

The fund expenditures are first broken up into two categories:  Capital Outlay and Public Improvements.  Within each of these two categories, there is another level of detail achieved with the corresponding expenditure totals.  I believe that the detail of this information should be sufficient for users, and I assume that more in depth detail could be achieved if needed.  There is no information or comparisons in the report on projects that are not yet completed or projects that have been completed in the fiscal year that indicates percentages tied to completion or total expenditures versus the authorization.  Although the Park Improvement Fund has a Schedule of Revenues, Expenditures, and Changes in Fund Balances on the Budgetary Basis which can be used to compare budgeted and actual figures.

(5) Assets Acquired under Capital Leases

I found in the notes that in 1983, Atlanta transferred the Central Library Facility to Fulton County in an agreement which included Fulton County entering into a capital lease agreement as lessee to Atlanta.  Although this did not occur over 1999, this is the only narrative on capital leases that I found.  Atlanta discloses a schedule of future minimum lease payments to be received and a reconciliation of the carrying amount of investments due to this lease along with other financial information.
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