
Speaking Notes 

PADM 5302 

Week 9 (also week 10) 

Dr. Neubauer 

 

WHERE WE ARE 

 

 We are "in" chapters 2 and 3 of our textbook. 

 Midterm was last week and I posted midterm report grades. 

 If you have any assignments with grades less than 75%, you can resubmit for a possible 

score up to 75%. See syllabus. 

 If you have any discussions with grades less than 60% you can resubmit for late credit. 

See syllabus. 

 A grade on the final exam can SUBSTITUTE for a lower grade on the midterm exam. 

 Mr. Larry Burks will be our guest speaker on October 19. 

 ASSIGNMENT 3 is due October 18. It is available here. 

 http://www.robertcat.net/fall2020/padm5302/site/assignments/assignment3.pdf 

 ASSIGNMENT 4 is due Nov. 8. IT REQUIRES YOUR USE OF MICROSOFT EXCEL. 

Submit your work (with your name on it) IN GaVIEW as an Excel file, with a .xlsx file 

extension.  

 http://www.robertcat.net/fall2020/padm5302/site/assignments/assignment4.pdf 

 If you need Excel, try this . . . 

 https://www.microsoft.com/en-us/education/products/office 

 

Students and others often seem to lack an understanding of the variety of kinds of organizations 

and how they related to one another in society. The terms can be confusing. This is my present 

attempt to sort it out. A publicly-held corporation is in the private sector because it is for-profit. 

Someone may refer to a "private nonprofit" although it is generally thought of as being in the 

public sector. 

 

 

 PRIVATE SECTOR PUBLIC SECTOR 

  Governments and 

government 

departments/agencies 

Non-profit 

organizations  

(aka NGOs) 

Usual academic 

domains 

Industrial 

management 

Business 

administration 

MBA degree 

programs 

Political science 

departments 

Public administration 

programs 

Public affairs institutes 

MPA degree programs 

MPP degree programs 

Often integrated into 

MPA and MBA 

programs of study 

Organizational types Industrial and 

manufacturing plants 

Businesses 

Public Corporations 

Sovereign 

Unitary 

Federal 

Subordinate 

501c3, etc. 

NGO 

Foundation 

https://www.microsoft.com/en-us/education/products/office


Partnerships and other 

kinds of personal and 

group corporations 

Special districts 

Unincorporated 

Tribal 

 

Ownership Person, persons or 

stockholders 

"The people"   

Locus of governance The private owner(s) 

or the board 

representing 

stockholders 

Elected political 

leaders 

Board members 

Locus of 

administration 

CEO, CFO, etc. Political appointees 

Career "bureaucrats" 

Professional staffers 

Executive Director 

Locus of management Dept. heads and other 

managers 

Department/agency 

heads 

Department 

managers, Managers 

of volunteers 

Major stakeholders Owners 

Customers 

Citizens and residents Donors, 

Those who receive 

services, 

Gov. agencies who 

contract out to 

Other funders, such as 

foundations 

Clients Customers Citizens and residents those who receive 

services 

Names of 

organizational units 

Business 

Public corporation 

Company 

Industry 

Name of jurisdiction 

Names of departments 

and/or agencies 

nonprofits 

Foundations 

NGOs 

Appropriate reference 

to organizational units 

plant 

factory 

business 

corporation 

jurisdiction 

national government 

state government 

local government 

special district 

agency 

department 

organization 

organization 

charity 

foundation 

NGO 

Major sources of 

revenues  

Purchases by 

customers 

Charges to others in 

the supply chain 

Taxes, fees, 

intergovernmental 

transfers, business-like 

services revenues 

Government grants 

and contracts, 

Foundation grants and 

contracts, 

Donations, 

Voluntary labor, 

Subsidiary for-profit 

businesses 

"Bottom line" Profits for owners Services to citizens Mission 



 

Figure 1: Attributes of various forms of organizations 

The point is here, that the various kinds of organizations together form a kind of "fabric" in 

society and they need to produce FINANCIAL REPORTS for various reasons.  

 

INVESTORS and POTENTIAL INVESTORS need to know how a public corporation is doing 

to make informed investment decisions. 

 

CITIZENS and potential residents may want to know the financial condition of the place where 

they live. 

 

DONORS and POTENTIAL DONORS may want to study the financial condition of a nonprofit 

organization they have interest in because of its mission. 

 

The IRS needs to know financial information for tax purposes. 

 

There are various ACCOUNTING and REPORTING standards generally used so the reports can 

be interpreted, at lease by professionals.  

 

(There are basic budget formats, but they are not as strict as are standards for financial 

statements. A budget is more an organized statement of plans. A financial statement is a more 

formalized statement of "what happened," and where do we stand today.) 

 

AT BEST, A FINANCIAL STATEMENT TELLS A STORY about a FISCAL YEAR.  

 

 What was our initial condition? 

 

 What happened during the fiscal year? 

 

 What was our condition at the end of year? 

 

And probably the most important concept is NET UNRESTRICTED ASSETS. 

 

To interpret the story correctly, you need the "backstory." Without the backstory, the numbers 

alone are not enough. This is where the NOTES attached to the numbers are valuable.  

 

CORPORATIONS have annual reports for their shareholders (owners) and others. 

 

Many GOVERNMENT JURISDICTIONS have Comprehensive Annual Financial Reports 

(CAFRs). 

 

https://en.wikipedia.org/wiki/Comprehensive_annual_financial_report 

 

Many larger nonprofit organizations publish annual reports. 

 

Here is a recent CFRA for the Nashville Metro government. 

https://en.wikipedia.org/wiki/Comprehensive_annual_financial_report


 

https://www.nashville.gov/Portals/0/SiteContent/Finance/docs/CAFR/CAFR%202019.pdf 

 

Here is a simple one. 

 

http://gfoa.net/cafr/COA2012/OnawaIA.pdf 

 

WHAT IS A CAFR? 

 

how to read cafr 

https://www.youtube.com/watch?v=Fh4JZCB-Aus 

 

truthinaccounting.org 

https://www.truthinaccounting.org/news/detail/financial-state-of-the-states-2020 

 

Study the following CAFR report. 

 

http://gfoa.net/cafr/COA2012/OnawaIA.pdf 

 

Also study this explanation of what a CAFR is. 

 

https://en.wikipedia.org/wiki/Comprehensive_annual_financial_report 

 

Also study this information about Onawa, Iowa, including population data. 

 

https://en.wikipedia.org/wiki/Onawa,_Iowa 

 

For-profit organizations, nonprofit organizations, and government jurisdictions all have methods 

of accounting, and standard formats for reports that they must produce, usually once a year. 

 

They all have FISCAL YEARS that are usually not the calendar year.  

 

Most of them go through a budget cycle every 12 months. (Some states, including Georgia have 

a two-year budget cycle but they make budget adjustments in the "off years.") 

 

Government budgets (except the national budget) are required to BALANCE. But it is "just" a 

plan. In reality, governments deviate from their budgets and often have annual deficits. 

 

Also, it is common for government PENSION PLANS to not be adequately funded. 

 

Our textbook makes it sound like because it is passed in the form of legislation, government 

budgets are "the law." There is in fact both some political discretion and so administrative 

discretion. The "vehicle" is legislation, but the budget itself is a serious plan. It should balance, 

meaning that (in the operating budget) anticipated revenues should be equal or greater than 

anticipated expenditures.  

 

https://www.nashville.gov/Portals/0/SiteContent/Finance/docs/CAFR/CAFR%202019.pdf
http://gfoa.net/cafr/COA2012/OnawaIA.pdf
https://www.youtube.com/watch?v=Fh4JZCB-Aus
https://www.truthinaccounting.org/news/detail/financial-state-of-the-states-2020
http://gfoa.net/cafr/COA2012/OnawaIA.pdf
https://en.wikipedia.org/wiki/Comprehensive_annual_financial_report
https://en.wikipedia.org/wiki/Onawa,_Iowa


 

 

FUND ACCOUNTING 

 

A government's accounting system and financial reports are subdivided into numbered FUND 

accounts. 

 

These fund accounts are the basis of bookkeeping transactions and accounting entries.  

 

In dual entry accounting every financial transition is recorded in at least two places -- at least one 

credit and at least one debit. I never understood this, so I will not try to explain it here. 

 

The point is that accounting systems HAVE STRUCTURE and that structure is relevant to 

reporting purposes.  

 

The best example I can give is that I have a separate account at my bank that the CarMax loan 

company "hits" electronically once a month for a payment on my Mustang. To me, that separate 

account is good to help me understand what is happening. Money is money, but if it "flows" into 

and out of specialized accounts, I feel like I can keep an eye on things.  

 

Types of organizations: 

 

For profit organizations -- Business and commercial corporation. They have owners and their 

"mission" to make money for owners -- return a solid return on investments (ROA). This is not 

to say that the owners and employees have no social values. The corporation may create a 

FOUNDATION and contribute money to nonprofit organizations. Corporations PAY TAXES to 

governments and may also contribute to nonprofits, in part to reduce the taxes they must pay.  

 

Nonprofit organizations -- These are state chartered and may (or may not) also be on record the 

the national governments IRS. They do not have owners. They may have accumulated assets, but 

NO OWNER'S EQUITY. Most of them have a public service MISSION. Most can identify their 

FOUNDER. There is a board, a chairperson of the board, an executive director (ED), and usually 

employees and volunteers. Nonprofit organizations may very much "look like" for-profit 

organizations or even government departments/agencies. THE DIFFERENCE is their tax status. 

Most nonprofits do not have to pay property taxes or sales taxes. Their major sources of revenues 

include contracts, grants, endowments, and donor contributions. A nonprofit that "gives" money 

to other nonprofits is called a FOUNDATION. Nonprofits need "business plans." Many are 

small, and many become inactive after only a few years. Most nonprofits file annual reports with 

the IRS called Form 990.  

 

Government jurisdictions -- include the state governments, the federal government, and cities 

and counties which are subdivisions of the 50 state governments. They tend to have different 

sources of revenues. State governments limit the tax rates of cities. Cities get a lot of their 

revenues from "business like" activities, such as billing for utilities.  

 



TOGETHER IF WELL-DESIGNED INTO PATTERNS, these different kinds of organizations 

can work together to help citizens. A nonprofit can provide a service for a city -- like a nonprofit 

movie house when there is a need for one but not a large enough customer base to support one.  

 

Like governments, the practice of philanthropy serves to move wealth from well-off people and 

corporations to less well-off people. The difference is that government is coercive its methods 

(usually taxation) and philanthropy is voluntary.  

 

A city and business interests can work together to build a sports stadium for lower interest rates 

than businesses could get on construction loans.  

 

CONCLUSION FOR TODAY 

 

Different kinds of organizations have different purposes, different sources of revenues, different 

ways to record transactions, keep accounting reports, and make (usually annual) reports to their 

stakeholders. 

 

These reports contain similar parts, including, for example, the BALANCE STATEMENT. 

 

To the degree that accounting and reporting requirements are standardized (among organizations 

of a type), it should be possible to make comparisons and identify best practices, as through 

BENCH MARKING.  

 

But in fact, "backstories" differ and without knowing the backstory of each organization, 

comparisons are complicated at best. 

 

An organization is going to try to make itself look "good." Sometimes a presentation is largely a 

public relations (PR) document. 

 

EXTERNAL AUDITORS try to verify that the numbers are basically correct. But the 

interpretation of them can be elusive and subjective. 

 

When we invest in a publically-traded corporation or donate money to a nonprofit organization, 

we are acting on a degree of faith and trust. That is why these kinds of financial reports need at 

least some degree and standardization; and some level of INDEPENDENT VERIFICATION.  

 

 


