
Three Ways to Identify
a Component Unit

CU = component unit
PG = primary government

= NO

= YES

Step 3: Misleading to Exclude

If the entity were
left out of the PG’s

financial
statements, would
it cause readers to

draw incorrect
conclusions about
the PG’s finances?

Component
unit

STOP:
Not a

Component
unit

Step 2: Existing for the Benefit
of the Primary Government

Are the entity’s
resources entirely
or almost entirely

for the direct
benefit of the PG,

its CUs, or its
constituents?

Is the PG or its CUs
entitled to or able

to access a
majority of the

entity’s
resources?

Are those
resources of the
entity significant

to the PG?

Component
unit

Go to Step 3

Go to Step 3

Go to Step 3

Step 1: Financial Accountability

Is the entity
legally seperate?

Is the entity
fiscally dependent

on the PG?

Is there a
financial benefit

or burden
relationship

between the PG
and the entity?

Does the PG hold
a majority equity

interest in the
entity that is not
an investment?

Does the PG
appoint a voting
majority of the

entity’s
governing board?

Can the PG
impose its will on
the entity, or is

there a financial
benefit or burden

relationship
between them?

Component
unit

STOP:
Not a

Component
unit

Go to Step 2

Go to Step 2
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†This is not a CPA firm.
*Assurance, attest, and audit services provided by Carr, Riggs & Ingram, L.L.C.
 
"Carr, Riggs & Ingram" and "CRI" are the brand names under which Carr, Riggs & Ingram, L.L.C.* ("CRI CPA*"), CRI Advisors, LLC† ("CRI Advisors†" or "Advisors†"), and Capin Crouse, LLC* ("Capin Crouse CPA*"), and CRI Capin Crouse Advisors, LLC† ("Capin 
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