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Welcome to the OSCPA’s Governmental Accounting and Auditing Conference - 
Virtual!

We hope you'll enjoy today's summit! Here are a few important details to help you 
adjust to a virtual experience: 

• Connect.
Be sure to test your system before entering this virtual event to ensure your
connection meets our platform's requirements.

• Credit.
Polling questions will appear on your screen periodically. Answer 70% or more correctly
to receive full credit. We will send your CPE certificate within one week of the event.

• Engage.
Use the Chat section to interact with discussion leaders and other attendees. OSCPA
staff will also share Important information and updates here.

• Evaluate.
You’ll receive a link to evaluate the conference. Please share your thoughts so we can
improve your experience.

• Enjoy.
We’re so happy to have you! If you have questions, contact cpe@oscpa.com or (800)
522-8261.

https://www.cpe.live/oscpa/gaac2025/
mailto:cpe@oscpa.com


   

GOVERNMENTAL ACCOUNTING  
AND AUDITING CONFERENCE 

EMBASSY SUITES DOWNTOWN MEDICAL CENTER 
MAY 1, 2025 – DAY 1 

_________________________________________________________________  

 
8:00 – 9:40 AM  GENERAL SESSION (100 MINUTES)     YOUNG CDE  

AICPA AND YELLOW BOOK AUDITING STANDARDS UPDATE 
 By: MELISSA GALASSO, CPA 

9:40 – 10:00 AM NETWORKING BREAK         

 
10:00 – 10:30 AM  GENERAL SESSION (75 MINUTES)                                                                    YOUNG CDE 

UPDATES FROM THE ATTORNEY GENERAL’S OFFICE 
By: ATTORNEY GENERAL GENTNER DRUMMOND 
   

10:30 – 11:15 AM  GENERAL SESSION (75 MINUTES)                                                                    YOUNG CDE 
THE ACCOUNTANTS ROLE IN LITIGATION SUPPORT 

 By: FRANK CRAWFORD, CPA AND DAVE COTTON, CPA 
 

11:15 AM – 12:00 PM NETWORKING LUNCH (45 MINUTES)      

 
12:00 – 1:15 PM GENERAL SESSION (75 MINUTES)     YOUNG CDE 

STATE AUDITOR AND INSPECTOR UPDATE 
By: CINDY BYRD, CPA 
      

1:15 – 1:30 PM NETWORKING BREAK        
   

1:30 – 2:45 PM  CONCURRENT SESSIONS (75 MINUTES)    YOUNG DE 
A) SINGLE AUDIT AND COMPLIANCE AUDITING UPDATE   

BY: MELISSA GALASSO, CPA 
B) TAX INCREMENT FINANCING IN OKLAHOMA    YOUNG C 

BY:  NATHAN ELLIS, JD 
 

2:45 – 3:00 PM NETWORKING BREAK         

 
3:00 – 4:15 PM  GENERAL SESSION (75 MINUTES) 

A) THE FRAUD, WASTE, AND ABUSE SUPER BOWL   YOUNG CDE 
By:  DAVE COTTON, CPA 

 
4:30 PM – 6:30 PM NETWORKING RECEPTION      EVEREST 

 
 



   

GOVERNMENTAL ACCOUNTING  
AND AUDITING CONFERENCE 

EMBASSY SUITES DOWNTOWN MEDICAL CENTER 
MAY 2, 2025 – DAY 2 

_________________________________________________________________  
 
 
8:00 – 9:40 AM  GENERAL SESSION (100 MINUTES)     YOUNG CDE 

GASB Update 
By: LISA PARKER, CPA, CGMA 

9:40 – 10:00 AM NETWORKING BREAK         

 
10:00 – 11:15 AM  GENERAL SESSION (75 MINUTES)     YOUNG CDE                                                               

GASB UPDATE PART II 
 By: LISA PARKER, CPA, CGMA; FRANK CRAWFORD, CPA   
 
11:15 – 12:00 PM  NETWORKING LUNCH (45 MINUTES) 
 
              
12:00 – 1:15 PM GENERAL SESSION (75 MINUTES)     YOUNG CDE 

IS ARTIFICIAL INTELLIGENCE ETHICAL? 
BY: DAVE COTTON, CPA 

1:15 – 1:30 PM NETWORKING BREAK        
   

1:30 – 2:45 PM  CONCURRENT SESSIONS (75 MINUTES) 
A) GASB 101, COMPENSATED ABSENCES: A DEEPER DIVE YOUNG DE 

By: CHRIS PEMBROOK, CPA 
B) THE NEW CITY/TOWN AGREED UPON PROCEDURE   YOUNG C 

ENGAGEMENTS, RULES, REGULATIONS AND  
PROCEDURES (REPEAT) 
By: FRANK CRAWFORD, CPA 
 

 
2:45 – 3:00 PM NETWORKING BREAK  
        

3:00 – 4:15 PM  GENERAL SESSION (75 MINUTES)     YOUNG CDE 
 PANEL Q AND A 

By: MICK DODSON; CHRIS PEMBROOK, CPA; FRANK CRAWFORD, CPA 
     

4:15 PM  DAY TWO ADJOURNS 
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SESSION PRESENTED BY  

ATTORNEY GENERAL 

GENTNER DRUMMOND 
 

 

  

May 1, 2025 

Presented by Attorney General Genter Drummond 

 



Materials for this course are currently unavailable. 

Please check back later for updates.  



THE ACCOUNTING ROLE IN 

LITIGATION SUPPORT

May 1, 2025 

Presented by Frank Crawford, CPA; and Dave Cotton, 
CPA 



Dave Cotton, CPA, CFE, CGFM

Chairman Emeritus

Cotton—A Sikich Company

dave@cottoncfe.com

Frank Crawford III, CPA

President

Crawford & Associates, PC

frank@crawfordcpas.com

The Accountant’s Role in Litigation Support

2025 Governmental Accounting and Auditing Conference



DAVID L. COTTON, CPA, CFE, CGFM 
 
Dave Cotton is founder and Chairman Emeritus of Cotton & Company, Certified Public Accoun-
tants, headquartered in Alexandria, Virginia.  Cotton & Company was founded in 1981 and has a 
practice concentration in assisting Federal and State agencies, inspectors general, and 
government grantees and contractors with a variety of government program-related assurance 
and advisory services.  Cotton & Company has performed grant and contract, indirect cost rate, 
financial statement, financial related, and performance audits for more than three dozen 
Federal inspectors general as well as numerous other Federal and State organizations, 
programs, activities, and functions.  In April 2022, Cotton & Company became a subsidiary of 
Sikich LLP.  Dave has a BS in Mechanical Engineering and an MBA in Management Science and 
Labor Relations.  In May 2022, Governor Glenn Youngkin appointed Dave to the Virginia Board 
of Accountancy. 
 
 

FRANK CRAWFORD III, CPA 
 
Frank Crawford is the majority shareholder and president of Crawford & Associates. He 
specializes in providing accounting and consulting services solely in governmental accounting 
and financial management. Over the years, Frank has assisted both the AICPA and GASB in the 
development of several implementation guides as a member of an advisory group, task force or 
technical content provider. Frank is a highly sought-after lecturer, trainer and discussion leaders 
for many groups including U.S. Federal Government Agencies, various local and national CPA 
firms, State Societies, AICPA professional education videos and more. 
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Dave’s Disclaimer

The views expressed in this 
presentation are my views and do not 
necessarily align with the views of the 

Virginia Board of Accountancy.

1

ü Are you qualified?
ü Will you be a consultant or expert or both?
ü Can you withstand a Daubert challenge?
ü Do you have any conflicts of interest?
ü Do you know who you will be working for?
ü Have you properly defined the scope of your engagement?
ü Have you determined the applicable standards?
ü Do you know how to perform the engagement?
ü Do you know what rules apply and what they require?
ü Do you know how to testify?

So, You’ve Been Asked to Testify …

2
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üDamages Calculations
üAntitrust Analyses
üCPA Malpractice
üContract Cost and Claims
üBankruptcy
ü Fraud, Civil and Criminal
üTaxation Issues
üBusiness Valuations

Are You Qualified for the Type of Engagement?

3

üConsulting Expert
®Hired just to provide 

advice about facts and 
issues

®Will not be called to 
testify

®Generally provides 
work-product privilege

®Should be objective

Will you be a consulting or testifying expert?

üTestifying Expert
®Hired to render an 

expert opinion at trial
®No work-product 

privilege 
®Individual, not the 

individual’s firm
®Must be objective and 

independent

4
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üConsulting role usually comes first: 
preliminary help for attorney; allows you to 
decide what you can and cannot opine on

üBased on consulting role, attorney decides 
to have you testify

ü If possible, keep engagements separate
üKeep workpapers separate
üConsulting workpapers might be protected

Will you be a consulting AND testifying expert?

5

ü Check for conflicts with litigants 
ü Check for conflicts with attorneys
ü Check for conflicts with other experts
ü Check for conflicts with yourself 
ü Go beyond what Code interpretation 1.110.010 requires
ü If you have any conflicts, they will be discovered, and 

your credibility will be damaged

Do you have any conflicts of interest?

6
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ü Statements on Auditing Standards (could be applicable)
ü Statements on Standards for Attestation Services (could be applicable)
ü Code of Professional Conduct (always applicable)
ü Statement on Standards for Forensic Services (usually applicable)
ü Statement on Standards for Consulting Services (may be applicable)
ü Quality Control Standards (currently not applicable)
ü IIA Standards (could be applicable)
ü ACFE Standards (could be applicable)

Have you determined the applicable standards?

7

ü 1.300.001 General Standards Rule
ü Professional Competence
ü Due professional care
ü Planning and supervision
ü Sufficient relevant data

ü 1.100.001: Integrity and Objectivity Rule
ü 1.510.001: Contingent Fees Rule
ü 1.310.001: Compliance with Standards Rule
ü 1.320.001: Accounting Principles Rule

Code of Professional Conduct Always Applies for CPAs

8



2025 Governmental Accounting and Auditing Conference

5

üFind out what rules apply and what they require, e.g.:
üFederal Rules of Civil Procedure
üFederal Rules of Criminal Procedure

üMost courts either follow the Federal rules or have their own 
rules that are similar to the Federal rules

üArbitration and mediation rules are usually less rigid; often 
ad hoc

üFind out early what the rules are

Do you know what rules apply and what they require?

9

ü Fact witnesses versus expert witnesses
üDon’t underestimate the deposition
ü It’s not possible to be too prepared
üDon’t be defensive or lapse into an advocacy posture
üUse charts, graphs, diagrams, and pictures to explain complex issues
üDon’t guess
üListen carefully to questions; clarify as needed
üDirect - versus cross-examination demeanor

Do you know how to testify?

10
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ü Don’t argue; but explain fully, and stick to your guns
ü Be over-prepared
ü Dress professionally
ü Watch your posture
ü Speak up
ü Speak to the judge/jury
ü Be aware of and anticipate the cross-exam traps and tricks; and 

know how to handle them
ü Multi-part, complex, confusing questions
ü Questions that call for absolute answers
ü Rephrased questions
ü Combativeness
ü The awkward silence

Do you know how to testify?

11

üWatch and listen
üIdentify things that the witness did correctly, 

incorrectly
üIdentify traps and tricks; assess how well the 

witness handles them

Mock Trial Scenarios …

12
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üWill Slither, Esq., (of Slyde, Slither, Sneek, Chisel & Steel) is 
cross-examining …

üHugh Jeego, CPA, (of Jeego, Zupp & Down, CPAs) regarding… 
üHugh’s expert report and testimony related to Hugh’s work on 

behalf of… 
üChain, Jorder, Zar, Uss Construction’s contract damages claim 

against… 
üThe Oklahoma Department of Delays, Overruns, and Claims 

Cross-Examining the Expert Witness

13

The Accountant’s Role in Litigation Support

2025 Governmental Accounting and 
Auditing Conference

Dave Cotton, CPA, CFE, CGFM

Chairman Emeritus

Cotton—A Sikich Company

dave@cottoncfe.com

Frank Crawford III, CPA

President

Crawford & Associates, PC

frank@crawfordcpas.com
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STATE AUDITOR AND INSPECTOR 

UPDATE

May 1, 2025 

Presented by Auditor Cindy Byrd, CPA 



Materials for this course are currently unavailable. 

Please check back later for updates.  



SINGLE AUDIT AND INSPECTOR 

UPDATE

May 1, 2025 

Presented by Melissa Galasso, CPA 







































































































TAX INCREMENT FINANCING IN 

OKLAHOMA

May 1, 2025 

Presented by Nathan Ellis, JD 



 

 
Prepared by: The Public Finance Law Group PLLC (Updated November 2024) 
This summary is provided for educational purposes only.  This summary does not represent legal advice or the legal opinion of The Public Finance 
Law Group PLLC or its attorneys as may be applied to a specific factual scenario.  Individuals are encouraged to consult with legal counsel for the 
applicability of any relevant law to a specific factual scenario.   

TAX INCREMENT FINANCING IN OKLAHOMA 
 

COMMON QUESTIONS AND CONSIDERATIONS 
 
PURPOSE OF THIS OUTLINE 
The purpose of this outline is not to solve specific legal problems that can arise in connection with the 
creation of Tax Increment Financing (“TIF”) Districts.  Rather, the purpose is to help identify pertinent 
issues that should be taken into consideration during the TIF Process.  As to specific applications of federal 
tax law requirements, you are encouraged to contact your legal counsel or advisor.  The key topics we will 
address include: 
• Overview of the TIF Process 
• Types of TIF Districts 
• Reasons for Creating a TIF 
• Financial Impacts of a TIF 
• Challenges of Start-Up Financing 
• Common Arguments Against Creating a TIF 
 
OVERVIEW OF THE TIF PROCESS 
• Authorized by Article 10, Section 6C of the Oklahoma Constitution 
• Title 62, Oklahoma Statutes, Section 850 et seq., referred to as the “Local Development Act” 
• Resolution of Intent passed by the applicable governing body (City or County) 

- Creation of Statutory TIF Review Committee (§855) 
- Subject to Open Meeting Act requirements 
- Members include: 

• Representative of governing body as Chairman 
• Representative of Planning Commission (if applicable) 
• Representatives from each affected taxing jurisdiction 
• Three at-large representatives; if primarily retail, at least one representative of the 

retail community 
• No conflicts of interest (§857) 

o Disclosure of any financial interest to Clerk 
o Cannot have 10% interest or more in any project 

• Drafting of Project Plan (§858) 
- Development of Boundaries 

• Increment District (area where new tax revenues are captured – City TIF must be 
within corporate boundaries of the City; County must be unincorporated area) 

• Project Area (area where any project related activities may occur) 
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- Information necessary to define sources of TIF revenues: 
• Proposed amount and timing of capital investments 
• Projected sales 
• Applicable tax rates 

- Information necessary to define uses of TIF revenues: 
• Project Summary 
• Specific Project Improvements 
• Estimated Costs 

• Recommendation by TIF Committee (§855) 
- Determination of Eligibility  

• Enterprise Area (§853(5)) 
• Historic Preservation Area (§853(8)) 
• Reinvestment Area (§853(17)) 
• Blight is not a requirement, but does indicate eligibility as reinvestment area 

- Financial Impacts on taxing jurisdictions and business activities within the TIF 
• Planning Commission (§858) 

- Feasibility of plan and conformance to master plan of the City 
• Public Hearings – minimum of two (§859) 

- Questions and Answers Hearing 
- Public Comment Hearing 

• Formal action by governing body (§856) 
- Approval of Ordinance or Resolution formally creating TIF District and adopting the 

Project Plan 
• Negotiation and adoption of development agreement(s) for the purpose of implementing the TIF 

District (§866) 
• Reporting Requirements  

- Notify Oklahoma Tax Commission within 30 days of creation or dissolution (§867.1) 
- Preparation of Annual Reports 

• To taxing entities detailing revenues collected and expended (§867) 
• To Department of Commerce (§860) 
• Summary of report published in newspaper (§867) 

• Amendments to TIF District (§858) 
- Minor Amendments permitted by amending Ordinance, if: 

• Does not increase authorized project costs in aggregate more than 5% 
• Does not increase land area of TIF in aggregate more than 5% 
• Does not change the character or purpose of the Project Plan 

- Major Amendments must complete the same full process as a new TIF 
• Referendum on Ordinance/Resolution (§868) 
 
TYPES OF TIF DISTRICTS 
• Developer driven vs. Governmental driven 
• Comprehensive Development Plan (large area) vs. Targeted Development (single business) 
• Retail vs. Industrial vs. Residential 
• Incentive Districts – abatement of property tax (§860) vs. Increment Districts – capture of new tax 

increment (§861) 
• Revenue Sources 

- Sales Tax 
- Ad Valorem Tax 
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- Hotel/Motel Tax 
- Enterprise Zone Leverage Incentive Act payments (Title 62, Oklahoma Statutes, Section 

840 et seq.) 
• Department of Commerce, upon application, may determine certain projects 

qualify for state matching funds based on local sales/hotel tax contribution 
- Payments in lieu of tax (“PILOT payments”) 
- Fees by agreement 

• Developer may agree to an additional assessment on taxable sales or property 
value, with revenue dedicated to the TIF 

 
REASONS FOR CREATING TIF DISTRICTS 
• Primary Objectives (§852) 

- Attract major investment to an area 
- Serve as a catalyst for retaining and expanding employment in an area 
- Promote economic development to increase tax revenues, raise property values, and 

improve economic stability 
- Preserve and enhance the tax base 
- Make possible investment, development and economic growth which would otherwise be 

difficult or impossible without the project and the apportionment of taxes from within the 
TIF 

• Economic Development Tool 
- May provide a competitive advantage in recruiting business over similarly situated areas 
- Improving the job market locally by attracting industry creates more opportunities to 

realize increases in population, sales tax collections, and ad valorem tax collections 
- Increasing the retail market locally can attract new sales tax dollars to a community and 

decrease drain of sales tax dollars to surrounding locales 
• The “But For” Test 

- A litmus test for creating a TIF is whether the development would occur, to the same 
degree, in the same manner, without the creation of a TIF District 

- “but for” the creation of the TIF District, the City could not provide the necessary public 
infrastructure and/or incentives to the manufacturer/developer, and the project would have 
located somewhere else (or not happened at all) 

 
FINANCIAL IMPACTS OF TIF DISTRICTS 
• Taxing Entities forego incremental increase in tax revenue for a period of time 

- Up to 25 full fiscal years 
- Up to 100% of incremental tax revenues 
- Baseline (existing) revenues unaffected 

• Does not affect the tax rates 
• Does not forgive obligation to pay taxes 
• Tax Revenues are “invested” in the Project 

- Essentially, the taxpayers pay the respective taxes as they ordinarily would, but the tax 
dollars are allocated to specific components of the Project rather than to general revenue 
sources for the taxing jurisdictions 

- A TIF intercepts the tax revenues before they are designated for specific purposes e.g. 
school sinking fund, dedicated capital improvement sales tax 

• Sales Tax Implications 
- Municipalities rely on sales tax revenue for operations and capital improvements 
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- TIFs allow for capture and use without regard to the sales tax purpose stated in the 
applicable ordinance 
• “Pure” sales tax rebates would have to come from revenues levied for an 

appropriate purpose 
- Cannibalization 

• Creation of a TIF district may create competition for the same sales tax dollars 
(customers shop at the TIF store rather than the Town store) 

• Creation of a TIF may cause a transfer of sales tax dollars from the general fund 
to the TIF fund (Town store closes and moves into the TIF) 

• Many Sales Tax TIFs incorporate a form of “Transfer Adjustment” 
o Baseline sales tax level for TIF and for City generally 
o Offsets for relocating business 

• Ad Valorem Tax Implications 
- Baseline assessed value is calculated at the time of TIF creation – TIF only gets ad valorem 

revenues to the extent the Baseline is exceeded 
- Schools – General Fund 

• Schools are allowed general fund revenues based on a per pupil formula as 
designated by the State 

• Schools levy for general fund operations (typically around 36 mils).  The State 
appropriates dollars to make up the difference between local ad valorem 
collections and the allowed per pupil total 

• Revenues captured by the TIF are effectively offset by state appropriations.  But… 
o If there is a State level revenue shortfall, and everyone receives a 

percentage reduction in state appropriations, the larger the overall 
appropriation for each district, the larger the impact that cut might have 

- Schools – Sinking Fund 
• Schools levy for sinking fund requirements based on the upcoming year’s debt 

service requirements 
• Levy will vary from year to year as bonds are issued and paid off, and as the tax 

base increases or decreases 
• The creation of a TIF doesn’t directly impact the levy rate – new ad valorem tax is 

generated within the TIF and used for TIF purposes, and the sinking fund levy is 
paid from the original tax base.  But… 

o Incremental value of TIF cannot be included in a schools bonding capacity 
o If future development did in fact occur without TIF, then levy would be 

spread over larger base, thus reducing levy rate 
- Schools – Building Fund 

• Schools are permitted to levy (approximately 5 mils) for a capital building fund – 
essentially for capital expenditures 

• This revenue represents the true “cost” of a TIF to a school. 
o If the TIF is not created and no development occurs, the School hasn’t 

really lost anything; if the TIF causes development and the revenues are 
captured, the School ends up in the same position during the term of the 
TIF and better after the TIF expires 

o However, if the TIF causes a population increase at the local school, the 
School may realize additional capital needs but not benefit from part or all 
of the new building fund revenue that would otherwise result from the 
population growth caused by the TIF 
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• Some ad valorem TIFs incorporate a form of offset for the schools 
o TIF may designate specific capital projects necessary to support 

development 
o TIF statutes allow for a portion of TIF revenues to be designated as a 

revenue offset to make up for revenue foregone by a taxing entity that may 
realize a tax burden by creation of the TIF 

- Other Taxing Jurisdictions  
• May include County, County Health Department, EMS Districts, Fire Protection 

Districts, Libraries, Career Tech Systems, Community Colleges, Others? 
• General Fund levies represent the foregone revenue 

o Actual impact would largely depend on the size of the levy and the overall 
size of the tax base – the larger the tax base, the lower the relative impact 

o Opportunity for offset and/or designation of specific projects within the 
TIF 

• Sinking Fund levies captured by the TIF do not directly affect the fiscal budget of 
the taxing jurisdictions; the TIF just limits the available tax base similar to school 
sinking funds 

 
CHALLENGES OF START-UP TIF FINANCING 
• Need capital at the start of Project, but no revenues are generated until the Project is completed! 
• What do you use to pay Project costs? 

- Developer 
• Could pay costs up front, be reimbursed as TIF revenues are realized 
• Could purchase TIF bonds up front, repaid from TIF revenues 
• Developer has incentive to make Project successful 
• Developer takes the risk on Project Costs 

- Municipality/County 
• If there is no single lead developer, the governing body may be the “Developer” 
• Could pay costs up front and be reimbursed, but must budget and commit other 

revenue sources 
• Could issue TIF bonds, but start-up financing will require greater security than just 

TIF revenues 
o Third party purchasers (banks, bondholders) are unlikely to accept 

speculative TIF revenues as the only source of repayment 
o May have to pledge sales tax, utility, or GO taxing authority (including the 

requisite voter approval) 
o Pledging other sources may impair ability to issue debt for other purposes 
o Consideration must be given to financing impacts beyond the TIF 

• A mature TIF District will have a historical basis for revenue projections, which makes stand-alone 
financing significantly more attractive to a prospective lender/debt purchaser 

 
COMMON ARGUMENTS AGAINST CREATING A TIF 
• “You are creating an unfair competitive advantage for businesses in the TIF!” 

- The public effectively subsidizes the otherwise private development  
• TIF creates the newest and latest at a lower relative development cost 
• Existing businesses have been around for 30 years and never got any help from the 

City! 
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o Is that completely true? (Street and utility improvements, other capital 
improvements and/or programs that serve the community and allow and/or 
encourage commerce to exist) 

- Different municipalities have differing approaches to capital infrastructure costs 
• Growth pays full costs of development 
• Users pay full cost of development 
• The local approach may impact public attitudes 

• “You are taking money away that should be used to educate my children!” 
- The loss of ad valorem revenue can impact the quality of education at local schools 

• General fund revenues are more or less offset by state appropriations; the only real 
impact is on building fund revenues (sinking fund levies are based on debt service 
requirements so they don’t generate additional revenue) 

• If the project results in an increase for the student population: 
o More students mean increased capital costs for schools, with no new 

building fund revenue or bonding capacity generated from the TIF 
development. 

o However, more students mean more general fund revenue via per pupil 
state appropriations 

o Further, population growth may spur collateral increases in the ad valorem 
tax base (housing starts and other resulting development outside the TIF) 

• Important to consider capital needs of schools and other community resources that 
will be critical in support of a successful development 

• “All the businesses (and the sales tax they generate) are moving to the TIF, which means we are 
going to have to start laying off police and fire personnel!” 
- Unchecked cannibalization, whether of existing businesses changing location or retail 

dollars just moving to the newer store, represent a serious threat to municipal finances 
• Well reasoned mechanisms for controlling cannibalization can be created based on 

the relevant factors 
o Shared allocation of TIF revenues between development and taxing entity 
o Minimum growth levels 
o Transfer adjustments (offsets) for relocating businesses 

• For sales tax TIFs, due consideration must be given to the impact a TIF (and any 
revenue transfers resulting therefrom) will have on any sales tax that may be 
pledged to outstanding debt 

o TIF acts as an intercept, so it is effectively “senior lien” above existing 
debt 

• “You didn’t let the people vote!” 
- The gist of the legal argument is that the TIF doesn’t levy a new tax, and it is a 

constitutionally created mechanism that was already approved by a statewide vote, so there 
is no requirement that each individual TIF be voted on by the general public. 
• There is no statutory authority permitting a City or County to refer a TIF to the 

voters 
• TIF Ordinance is subject to referendum and initiative petition process just like any 

other municipal ordinance 
• Debt Issuance by a City requires a vote of the general public; however, debt 

issuance by a public trust on behalf of the City may be approved by the respective 
governing bodies pursuant to the Oklahoma Public Trust Act (Title 60, Oklahoma 
Statutes, Section 176 et seq., as amended) 



THE NEW CITY/ TOWN AGREED UPON 

PROCEDURE ENGAGEMENTS, RULES, 

REGULATIONS, AND PROCEDURES 

May 1, 2025 

Presented by Frank Crawford, CPA 



 
 
 DATE:   June 12, 2024 
 
 BULLETIN NUMBER: 2024-01 
 
 TO:   Municipalities  
 
 Regarding:  Implementation of HB 2362 
 

House Bill 2362, effective November 1, 2024, amended state statutes related to audit 
requirements for municipalities and certain public trusts. The amendments to 11 O.S. § 17-105 
and 60 O.S. § 180.1 include the implementation of newly defined agreed-upon procedures and 
the option of a biennial agreed-upon-procedures engagement. 
 
In response to the new legislation, the State Auditor & Inspector’s Office proposes the following: 
 
1) All municipalities beginning with the letters A – F, choosing a biennial agreed-upon 

procedures engagement, should contract for an engagement for the fiscal year ending June 
30, 2024, and then move to a biennial engagement following the year June 30, 2026. The 
biennial engagement obtained in 2026 would provide audit coverage for both the June 30, 
2025, and the June 30, 2026, fiscal years.  

• If the engagement contract for the fiscal year ending June 30, 2024, is dated prior to 
November 1, 2024 (the effective date of the amended statute), the auditor should 
perform the procedures defined in statute prior to the 2024 amendment. If work 
has not begun or is not completed by November 1, 2024, the engagement contract 
could be amended to encompass the new procedures. 

• If the engagement contract for the fiscal year ending June 30, 2024, is dated 
November 1, 2024, or later, the auditor should perform the new procedures in the 
amended statute.  

 
2) All municipalities beginning with the letters G – Z, choosing a biennial agreed-upon 

procedures engagement, should not engage in an agreed-upon-procedures engagement for 
the fiscal year ending June 30, 2024, but instead should wait to obtain a biennial engagement 
following the fiscal year ending June 30, 2025. The biennial engagement obtained in 2025 
would provide audit coverage for both the June 30, 2024, and June 30, 2025, fiscal years. 

 
Nothing in statute prevents any municipality from obtaining an annual agreed-upon-procedures 
engagement or an annual financial statement audit in any given year. 
 

 
Cindy Byrd, CPA 
State Auditor & Inspector 
 
 
 
 

  



EXHIBIT A

LIST OF PROCEDURES TO BE PERFORMED
IN AGREED-UPON PROCEDURES ENGAGEMENT

CITIES/TOWNS (O.S. Title 11, Section 17-105) PUBLIC TRUSTS (O.S. Title 60, Section 180.1)
1

Prepare schedule of changes in fund balances for each fund and 
determine compliance with statutory prohibition of creating 
fund balance deficits

Prepare a schedule of revenues, expenditures/expenses and 
changes in fund balances/net assets for each fund and 
determine compliance wth any applicable trust or other 
prohibitions for creating fund balance deficits.

2
Prepare a budget and actual financial schedule for General Fund 
and any other significant funds listing separately each federal 
fund and determine compliance with legal level of 
appropriations by comparing expenditures and encumbrances to 
authorized appropriations

N/A

3
Agree material bank account balances to bank statements and 
trace significant reconciling items to subsequent clearance.

Agree material bank account balances to bank statements and 
trace significant reconciling items to subsequent clearance.

4
Compare uninsured deposits to fair value of pledged collateral Compare uninsured deposits to fair value of pledged collateral

5 Compare use of material restricted revenues and resources to 
their restrictions.

Compare use of material restricted revenues and resources to 
their restrictions.

6
Determine compliance with requirements for separate funds. Determine compliance with requirements for separate funds.

7 Determine compliance with reserve account and debt service 
coverage requirements of bond indentures

Determine compliance with reserve account and debt service 
coverage requirements of bond indentures
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New Rules Related to 
Audits and Agreed-Upon 

Procedures 
Engagements for 

Oklahoma Municipalities
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∗ Frank Crawford, CPA, President
∗ Crawford & Associates, P.C.
∗ 10308 Greenbriar Place
∗ Oklahoma City, OK  73159
∗ Office: 405-691-5550
∗ Email: frank@crawfordcpas.com 
∗ Website: www.crawfordcpas.com 
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∗ Why attestation (Audit and AUPs) at all?

∗ Types of Audits and AUPs

∗ Statutes Related to Audits and AUPs

3

Audit and AUPs at a Glance



∗ In most cases, it’s required
∗ Accountability
∗ Reliability
∗ Assurance
∗ Loans and grants

4

Why any attestation at all?



∗ External (Financial)
∗ Internal
∗ Forensic (Investigative)
∗ Performance
∗ Single Audit of Federal Grant Funds

5

Types of Audits



∗ Cities and Towns (O.S. Title 11, Section 17-105)

∗ Public Trusts (O.S. Title 60, Section 180.1)

6

Statutes Related to Audits



∗ 1058 passed, was signed by Gov in 2023; Legislature then passed HB 2362 in June 2024, then 
signed by Gov, with an effective date of November 1, 2024

∗ Causes significant changes to nearly all the aspects of the Title 11 current law (and Title 60 by 
reference)
∗ Changed threshold limits of how much and what to include as revenue
∗ Certain size governments qualify for biennial audits instead of annual audits or biennial AUPs 

instead of annual AUPs, each of which include the activity from both years of the biennial period
∗ New revised AUP procedures were determined by the State Auditor’s office, with input and 

assistance from other organizations and individuals (HB 2362); see procedures on subsequent slides
∗ It also set up a fund for the State Auditor’s office to utilize for special investigative audits of 

municipalities, funded primarily by the municipalities who forfeited their gas excise taxes 
(depending upon the lateness of the audit or AUP), and other funds provided for such by the 
Oklahoma Legislature

7

House Bills 1058 and 2362



∗ Population greater than 2,500 (as of most recent Federal Decennial Census) and 
revenue from all funds and component units of greater than $50,000 (excludes 
grants from all other governments and excluding Title 60 non-utility public 
trusts), but does include revenue from Title 60 Public trusts that are utility 
based
∗ Annual Audit required
∗ Must be ordered within 30 days of the close of the fiscal year
∗ Must be filed with the State Auditor and Inspector and with the governing body within 6 months 

after close of fiscal year
∗ Audit in accordance with generally accepted auditing standards and Government Auditing 

Standards
∗ Performed by an independent licensed PA or CPA
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HB 1058 and 2362 Cities and Towns: how it affects 
FY 2024 and FY 2025 audits and AUPs



∗ Population less than 2,500 (as of most recent Federal Decennial Census) and revenue 
from all funds and component units of greater than $50,000 (excludes grants from all 
other governments and excludes Title 60 non-utility public trusts), but does include 
revenue from Title 60 Public trusts that are utility based
∗ Can opt to have a biennial financial statement audit covering both years OR
∗ Can opt to have a biennial Agreed Upon Procedures engagement covering both years IF an annual financial 

statement audit is not required by another law, regulation or contract
∗ Performed by an independent licensed PA or CPA
∗ In accordance with attestation standards of AICPA
∗ Specific AUP procedures were determined by State Auditor in collaboration with others
∗ Ordered within 30 days of the close of the of fiscal year that the audit is due (the biennial year)
∗ Filed with governing body and State Auditor no more than 9 months after the close of the 2nd fiscal year of the 

biennial audit or AUP period
∗ The deadline to order the audit/aup and the deadline to file the audit/aup can be extended by the State Auditor for 

special circumstances or emergencies

9

HB 1058 and 2362 Cities and Towns: how it affects 
FY 2024 and FY 2025 audits and AUPs



∗ Revenue from all funds and component units of less than 
$50,000 (excludes grants from all other governments and 
excludes Title 60 non-utility public trusts), but does include 
revenue from Title 60 Public trusts that are utility based
∗ No audit or Agreed-Upon Procedures required
∗ Must complete SA&I Form summary

10

HB 1058 and 2362 Cities and Towns: how it affects 
FY 2024 and FY 2025 audits and AUPs



∗ A few other items of the laws to note
∗ If a municipality misses the filing deadlines (6 months or 9 months as 

mentioned on the previous slides)
∗ Gas excise tax will be temporarily withheld by the OK Tax Commission
∗ If the municipality files the audit/aup within 2 years of the close of the audit/aup 

period, all the gas tax will be released to the municipality
∗ If the municipality does NOT file the audit/aup within 2 years of the close of the 

audit/aup period, the gas excise tax of the municipality will be forfeited into a new 
revolving fund established for the State Auditor to help offset the cost of 
municipal special investigations
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HB 1058 and 2362 Cities and Towns: how it affects 
FY 2024 and FY 2025 audits and AUPs



∗ A few other items of the laws to note, cont.
∗ In order to spread the implementation efforts by auditors, the State Auditor put out guidance 

shortly after June 30, 2024 that divided cities and towns into two groups, those whose 
city/town names begin with the letters A-F, and those that begin with G-Z

∗ It was determined that those cities/towns whose name begins with the letters A-F would 
implement the new law for the June 30, 2024 year, with only a single year presentation (even 
though the law called for biennial audit/aup

∗ The effective date for the new law for all A-F governments was to be for all audits and AUPs 
for the June 30, 2024 year IF the government had not engaged an auditor to do the work until 
AFTER the November 1, 2024 effective date of the law  

∗ If an A-F government with a June 30, 2024 year end had already engaged an auditor to do the 
audit/aup prior to the November 1, 2024 effective date of the law, the prior audit/aup laws 
would have still applied (the old law and old list of procedures)

12

HB 1058 and 2362 Cities and Towns: how it affects 
FY 2024 and FY 2025 audits and AUPs



∗ A few other items of the laws to note, cont.
∗ For all cities/towns whose name begins with the letters G-Z, they would get to 

temporarily skip the audit/aup requirements for the June 30, 2024 year, however, in the 
June 30, 2025 year, their audit/aup would be required to be performed over both years, 
June 30, 2024 AND June 30, 2025

∗ Then, for the June 30, 2026 year end, all A-F cities/towns will finally have their first 
biennial audit/aup, which will include the June 30, 2025 year and the June 30, 2026 year

∗ After that, the alternative cycles will then continue based on the lettering of the 
city/town

∗ So you may now be thinking, could we have made it any more confusing?  Answer, yes!  
Let’s look at the new AUP procedures and contrast them to the previous AUP procedures 
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HB 1058 and 2362 Cities and Towns: how it affects 
FY 2024 and FY 2025 audits and AUPs



∗ Let’s go to Exhibit A for a closer look
∗ These are the procedures that would have been in effect for auditors 

performing audits of the smaller governments for the June 30, 2024 year 
IF and only IF they had an engagement letter for the work that was 
signed and dated prior to the November 1, 2024 effective date of the law

∗ You will note that they are very “schedule-driven” procedures, focusing 
more on compliance with various aspects of municipal finance-related 
laws

14

First, let’s look at the prior law AUP procedures



∗ Remember, these new AUP procedures were in effect for the June 30, 2024 
fiscal year for all A-F governments ONLY if you had an engagement letter that 
was signed and dated PRIOR to November 1, 2024, however the auditor will only 
perform the procedures over that single year, June 30, 2024

∗ These new AUP procedures will be applicable to all June 30, 2025 cities/towns 
with city/town names that begin with the letters G-Z, AND they will require the 
auditor to perform the AUP procedures over BOTH years, June 30, 2024 and 
June 30, 2025

∗ And lastly, these new AUP procedures will be applied to both fiscal years of the 
A-F governments starting in FY 2026 (covering both FY 2025 and FY 2026)

15

Now, let’s take a look at the new procedures on 
the following slides



∗ 1. Determine the establishment of policies related to adjustments, write-
downs, or write-offs for various receivables due to the municipality 
and/or the utility-related trust and select a sample of adjustments to test 
for adherence to policies and for appropriate supporting documentation

16

New AUP Procedures



∗ 2. Obtain two (2) months of bank statements of the General Fund and 
Utility Fund and confirm that cash deposits were made in the appropriate 
account(s) and verify utility billing receipts and/or posting reports agree 
to the daily deposits

17

New AUP Procedures



∗ 3. For the following four positions: city manager/town administrator, 
city/town clerk, city/town treasurer, and payroll clerk, the governing 
body shall agree upon a pay rate to be authorized and documented in 
the personnel file or in approved meeting minutes. Inquire of the payroll 
clerk or equivalent if any employees received compensation over and 
above their authorized salary or hourly rate, and if so, trace to 
appropriate documentation of authorization for such pay. This shall not 
include expense reimbursements, but shall include any allowances 
considered taxable

18

New AUP Procedures



∗ 4. For entities that use debit or credit cards, determine the establishment 
of policies of use, select a sample of transactions to test for supporting 
documentation, proper municipal purpose, and adherence to prescribed 
policies
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New AUP Procedures



∗ 5. Prepare a cash basis schedule of changes in fund balances for each 
fund and determine compliance with the statutory prohibition of 
creating fund balance deficits

20

New AUP Procedures



∗ 6. Agree material fiscal year-end bank account balances to bank 
statements and trace significant reconciling items to subsequent 
clearance; shall determine if any bank accounts exist that are not under 
city council purview

21

New AUP Procedures



∗ 7. Compare uninsured deposits at fiscal year-end to the fair value of 
pledged collateral
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New AUP Procedures



∗ 8. Inquire if any instances of known fraud, illegal acts, or noncompliance 
with law and regulations have occurred

23

New AUP Procedures



∗ 9. Compare the use of material-restricted revenues and resources to 
their restrictions

24

New AUP Procedures
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QUESTIONS



THE FRAUD, WASTE,  

AND ABUSE SUPER BOWL

May 1, 2025 

Presented by Dave Cotton, CPA 



DAVID L. COTTON, CPA, CFE, CGFM 
CHAIRMAN EMERITUS, COTTON & COMPANY 

Dave Cotton is founder and Chairman Emeritus of Cotton & Company, Certified Public Accountants, headquartered in 
Alexandria, Virginia.  Cotton & Company was founded in 1981 and has a practice concentration in assisting Federal and 
State agencies, inspectors general, and government grantees and contractors with a variety of government program-
related assurance and advisory services.  Cotton & Company has performed grant and contract, indirect cost rate, financial 
statement, financial related, and performance audits for more than three dozen Federal inspectors general as well as 
numerous other Federal and State organizations, programs, activities, and functions.  In April 2022, Cotton & Company 
became a wholly owned subsidiary of Sikich LLP.   

Cotton & Company’s Federal agency audit clients have included the U.S. Government Accountability Office, Public 
Company Accounting Oversight Board, U.S. Navy, U.S. Marine Corps, U.S. Transportation Command, U.S, Defense Security 
Cooperation Agency, U.S. House of Representatives, U.S. Capitol Police, U.S. Small Business Administration, U.S. Bureau of 
Prisons, Millennium Challenge Corporation, U.S. Marshals Service, and Bureau of Alcohol, Tobacco, Firearms and 
Explosives.  Cotton & Company also assists numerous Federal agencies in preparing financial statements and improving 
financial management, accounting, and internal control systems. 

Dave received a BS in mechanical engineering and an MBA in management science and labor relations from Lehigh 
University in Bethlehem, PA.  He also pursued graduate studies in accounting and auditing at the University of Chicago 
Graduate School of Business.  He is a Certified Public Accountant (CPA), Certified Fraud Examiner (CFE), and Certified 
Government Financial Manager (CGFM). 

Dave served on the Advisory Council on Government Auditing Standards (the Council advises the United States 
Comptroller General on promulgation of Government Auditing Standards—GAO’s yellow book).  He served on the 
Institute of Internal Auditors (IIA) Anti-Fraud Programs and Controls Task Force and co-authored Managing the Business 
Risk of Fraud: A Practical Guide.  He served on the American Institute of CPAs Anti-Fraud Task Force and co-authored 
Management Override: The Achilles Heel of Fraud Prevention. Dave is the past chair of the AICPA Federal Accounting and 
Auditing Subcommittee and has served on the AICPA Governmental Accounting and Auditing Committee and the 
Government Technical Standards Subcommittee of the AICPA Professional Ethics Executive Committee.  Dave chaired 
the Fraud Risk Management Task Force, sponsored by COSO and ACFE and is a principal author of the COSO-ACFE Fraud 
Risk Management Guide.  Dave co-chaired a task force to update the COSO-ACFE Fraud Risk Management Guide.  In May 
2022, Governor Glenn Youngkin appointed Dave to the Virginia Board of Accountancy. 

Dave served on the board of the Virginia Society of Certified Public Accountants (VSCPA) and on the VSCPA Litigation 
Services, Professional Ethics, Quality Review, and Governmental Accounting and Auditing Committees.  He is a member 
of the Association of Government Accountants (AGA) and past-advisory board chairman and past-president of the AGA 
Northern Virginia Chapter and past Vice Chair of the AGA Professional Ethics Board.  He is also a member of the IIA and 
the Association of Certified Fraud Examiners.  Dave is presently serving on the National Association of State Boards of 
Accountancy (NASBA) Regulatory Response Committee. 

Dave has testified as an expert in governmental accounting, auditing, and fraud issues before the United States Court of 
Federal Claims, the Armed Services Board of Contract Appeals, and other administrative and judicial bodies.   

Dave has spoken and written frequently on cost accounting, professional ethics, and auditor fraud detection 
responsibilities.  He has been an instructor for the George Washington University Master of Accountancy program (Fraud 
Examination and Forensic Accounting) and has instructed for the George Mason University Small Business Development 
Center (Fundamentals of Accounting for Government Contracts).   

Dave was the recipient of the ACFE 2018 Certified Fraud Examiner of the Year Award (“presented to a CFE who has 
demonstrated outstanding achievement in the field of fraud examination …  based on their contributions to the ACFE, to 
the profession, and to the community”); AGA’s 2012 Educator Award (“to recognize individuals who have made significant 
contributions to the education and training of government financial managers”); and AGA’s 2006 Barr Award (“to 
recognize the cumulative achievements of private sector individuals who throughout their careers have served as a role 
model for others and who have consistently exhibited the highest personal and professional standards”). 
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The views expressed in this 
presenta0on are my views and do 

not necessarily align with the views 
of the Virginia Board of 

Accountancy.
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The Fraud, Waste & Abuse Super Bowl

n Two teams of elite accountability professionals will have
their knowledge tested as they compete for fame,
bragging rights, and valuable prizes

n Teams will consist of 3 players each
n Accountants
n Auditors

n Each team will select a Captain who will provide
responses on behalf of her/his team

n Ques?ons will be worth 10 points each
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n As I put up a question, the first team to ring in will be 
entitled to answer the question

n If the team answers correctly, it will earn 10 points
n If the team answers incorrectly, 10 points will be 

deducted from its score and the opposing team can 
choose to answer the question and earn the points (but, 
if they answer incorrectly, they will lose 10 points)

The Fraud, Waste & Abuse Super Bowl
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n Fraud/waste/abuse knowledge areas to be tested will 
include:
n Generally Accepted Audi2ng Standards (GAAS) requirements
n Generally Accepted Government Audi2ng Standards (GAGAS) 

requirements
n Fraud risk management
n Improper payments
n Fraud sta2s2cs
n Famous fraud cases
n And so forth

The Fraud, Waste & Abuse Super Bowl
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Who wants to play?

n Accountants
n Auditors
n Scorekeeper

The Fraud, Waste & Abuse Super Bowl
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Audience par7cipa7on
n Cheer, clap, and make noise to support your

favorite team
AND

n Test your knowledge along with our contestants

The Fraud, Waste & Abuse Super Bowl



The Fraud, Waste & Abuse Super Bowl

David L. Cotton, CPA, CFE, CGFM
dave@cottoncfe.com
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The views expressed in this presentation are those of
Official positions of the GASB are reached only after extensive due process and deliberations.

GASB UPDATE

May 2, 2025

Lisa R Parker, CPA, CGMA, Senior Project Manager and GASAC Coordinator

Oklahoma Society of CPAs Governmental Accounting and Auditing Conference

Ms. Parker.
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Free download of Statements, Implementation Guides, Concepts Statements and other pronouncements

Free, enhanced online access to the Governmental Accounting Research System (GARS)

Free copies of proposals 

Up-to-date information on current projects 

Form for submitting technical questions

Educational materials, including podcasts (Bridging the GAAP)

Website Resources
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gars.gasb.org
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December 31: Fiscal Year 2024
• Statement 99—Omnibus 2022 (financial guarantees and classification 

of derivatives)
• Statement 100—Accounting Changes and Error Corrections
• Statement 101—Compensated Absences
• IG 2021-1—Implementation Guidance Update—2021 (5.1)  
• IG 2023-1—Implementation Guidance Update—2023 

December 31: Fiscal Year 2025
• Statement 102—Certain Risk Disclosures

December 31: Fiscal Year 2026

Effective Dates

5

• Statement 103—Financial Reporting Model Improvements
• Statement 104—Disclosure of Certain Capital Assets

Copyright 2025 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

June 30: Fiscal Year 2025

Effective Dates
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• Statement 101—Compensated Absences
• Statement 102—Certain Risk Disclosures

June 30: Fiscal Year 2026

• Statement 103—Financial Reporting Model Improvements
• Statement 104—Disclosure of Certain Capital Assets

5

6
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The provisions of this Statement need not be applied to immaterial items. 

Materiality

7

Included in EVERY Statement:

Copyright 2025 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

Pronouncements being implemented

Proposals for public comment

Projects currently being deliberated by the 
Board

Pre-agenda research and other research 
activities

Post-implementation review

Presentation Overview

8

7

8
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Pronouncements Being Implemented

Omnibus 2022

Statement No. 99

9

10
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What?

Practice issues identified 
during implementation 
and application of certain 
GASB Statements and 
accounting and financial 
reporting for financial 
guarantees.

Why?

Omnibus 
Statements are 
issued to address 
issues in multiple 
pronouncements 
that, individually, 
would not justify a 
separate 
pronouncement.

When?

Various effective dates: 

1) Upon issuance

2) Fiscal years beginning 
after June 15, 2022

3) Fiscal years beginning 
after June 15, 2023.

Omnibus 2022

11
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Financial Guarantees

Other Derivative Instruments

Leases, PPPs, and SBITAs

Extended Use of LIBOR

Technical Updates/Corrections

General Omnibus Topics

12

11

12
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Statement 99 DOES
• Apply the liability recognition, liability 

measurement, and disclosure requirements in 
Statement 70 to governments that extend 
exchange or exchange-like financial guarantees.

Statement 99 DOES NOT
• Prescribe expense classification.
• Prescribe recognition guidance for the 

consideration received in an exchange or 
exchange-like financial guarantee transaction.

Financial Guarantees 
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Other Derivative Instruments
• Change in fair value should be reported on the flows 

statement separately from investment revenues.
• Disclosures should be distinguished from hedging 

derivative instruments and investment derivative 
instruments.

• Fair value of derivative instruments that were reclassified 
from hedging derivative instruments should be disclosed.

Termination of Hedge Accounting
• If hedging derivative instruments cease to be effective, 

the balance of the deferrals should be reported on the 
flows statement separately from investment revenues.

Other Derivative Instruments 

14

13
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Accounting Changes and Error
Corrections

Statement No. 100

Copyright 2025 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

What?

Based on a reexamination of 
the requirements in 
Statement 62, the Board has 
replaced the guidance that 
previously existed in 
Statement 62 with new 
standards for accounting 
changes and error 
corrections.

Why?

The previous guidance was 
based on several sources of 
accounting standards, some 
of which had been 
superseded and much of 
which had been in effect 
without review by the GASB 
for decades.

When?

Effective for changes made 
in fiscal years beginning after 
June 15, 2023, and all 
reporting periods thereafter.

Earlier application is 
encouraged.

Accounting Changes and Error Corrections

16

15

16
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Accounting Changes

Change in accounting principle

Change in accounting estimate

Change to or within the financial reporting 
entity

Correction of an Error in Previously 
Issued Financial Statements

Classification

17
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Change in Accounting Principle

18

A change in accounting principle results from either:
- A change from one generally accepted accounting principle to another that is justified 

on the basis that the newly adopted accounting principle is preferable
• Preferability based on the qualitative characteristics of financial reporting

- Implementation of new pronouncements.

17

18



4/23/2025

10

Copyright 2025 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

4.14. Q—Is a change in capitalization threshold a change in accounting principle as defined in Statement
100?

A—No. A capitalization threshold is the application of materiality to a specific asset class. Therefore, 
the requirements of Statement 100 for a change in accounting principle do not apply to that change.

Proposed Q&A – Implementation Guide Update

19
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Accounting Estimates

20

Accounting estimates are:
- Amounts subject to measurement uncertainty that are recognized or disclosed in basic 

financial statements.

- Outputs determined based on inputs such as data, assumptions, and measurement 
methodologies.

19

20
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A change in accounting estimate occurs when the inputs change.
- Inputs include data, assumptions, and measurement methodologies.

Changes in inputs result from:
- Change in circumstance
- New information
- More experience.

Change in measurement methodology should be justified on the 
basis that new methodology is preferable.
- Based on qualitative characteristics of financial reporting.

Change in Accounting Estimate

21
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A change to or within the financial reporting entity results from:
- Addition/removal of a fund that results from movement of continuing operations within 

the primary government, including its blended component units

- A change in the fund presentation as major or nonmajor

- Addition/removal of a component unit (except for acquisitions, mergers, and transfers 
of operations, and Statement 90 component units)

- Change in presentation (blended or discrete) of a component unit.

Change to or within the Financial Reporting Entity

22

21
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An error results from:
- Mathematical mistakes

- Misapplication of accounting principles

- Oversight or misuse of facts that existed at the time the financial statements were 
issued about conditions that existed as of the financial statement date.
• Facts that could reasonably be expected to have been obtained and taken into account at that 

time about conditions that existed as of the financial statement date

Correction of an Error

23
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• Reported retroactively by restating prior 
periods presented, if practicable

• If not practicable, restate beginning balances 
of current period

Change in accounting 
principle

• Reported prospectively
• Recognized in current-period flows

Change in accounting 
estimate

• Reported by adjusting current period beginning 
balances

Change to or within the 
reporting entity

• Reported retroactively by restating prior 
periods presentedError correction

Accounting for Accounting Changes and Error 
Corrections

24

23
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Shown separately

• Aggregate amount of adjustments to and restatements of beginning balances should be 
displayed for each reporting unit.

Display

25
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4.16. Q—How should a change in a fund’s presentation from major to nonmajor be displayed in the
financial statements?

A—Paragraph 31 of Statement 100 requires that the aggregate adjustments to and restatements of
beginning net position, fund balance, or fund net position, as applicable, be displayed separately by
reporting unit. As a result, although the column does not have activity for the reporting period, a
column that presents (a) the fund’s beginning balance as previously reported in the major column and
(b) the adjustment to that balance, should be displayed in the statement of revenues, expenditures,
and changes in fund balances or statement of revenues, expenses, and changes in net position, as
applicable.

Proposed Q&A – Implementation Guide Update

26

25
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4.17. Q—Would the answer to Question 4.16 be different if the major fund no longer exists as a result of the
movement of continuing operations, for example, a major proprietary fund will be reported as part of
the general fund (instead of as a result of a change in fund presentation as described in Question
4.16)?

A—No, the answer is the same. Although the column does not have activity for the reporting period, a
column that presents (a) the fund’s beginning balance as previously reported in the major column and
(b) the adjustment to that balance, should be displayed in the statement of revenues, expenditures,
and changes in fund balances or statement of revenues, expenses, and changes in net position, as
applicable.

Proposed Q&A – Implementation Guide Update

27
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The nature of the change or error and its correction 

Reason for the change

The effects on beginning net position, fund balance, or fund net 
position, as applicable, presented in a tabular format

Note Disclosures

28

Disclosures vary depending on the type of item, 
but common disclosures include:

27
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The Statement addresses how to present in RSI and SI information that is 
affected by an accounting change or error correction.

Periods earlier than those presented 
in basic financial statements should 

not be restated for changes in 
accounting principles.

Periods earlier than those presented 
in basic financial statements should 
be restated for error corrections, if 

practicable.

RSI and SI

29

Compensated Absences

Statement No. 101

29

30
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What?

The Board has 
amended existing 
guidance for 
compensated 
absences.

Why?

A review of Statement 
16 indicated 
opportunities for 
improvement and 
additional guidance for 
certain types of leave.

When?

Effective for fiscal 
years beginning after 
December 15, 2023.

Earlier application is 
encouraged.

Compensated Absences

31
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A compensated absence is

• Leave for which employees may 
receive one or more:
• Cash payments when the leave 

is used for time off
• Other cash payments, such as 

payment for unused leave upon 
termination of employment

• Noncash settlement, such as 
conversion to postemployment 
benefits

Examples:

• Vacation and sick leave
• Paid time off (PTO)
• Holidays
• Parental leave
• Certain types of sabbatical leave 

Scope and Applicability

32

31
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• Employee has performed the services required to earn the leave

Leave is attributable to services already rendered

• Can be carried forward from reporting period when earned to a future 
reporting period when it will be used or otherwise paid or settled

Leave accumulates

• Likelihood of more than 50 percent

Leave is more likely than not to be used for time off or otherwise paid or 
settled

Recognition Criteria—Leave That Has Not Been 
Used

33
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• Excluded from liability

Leave more likely than not to be settled through conversion to defined benefit postemployment 
benefits

• Recognize liability when leave commences
• Parental leave, military leave, jury duty recognized when commences
• Not sick leave or sabbatical leave

Leave that is dependent upon the occurrence of a sporadic event that affects a relatively 
small proportion of employees in any particular reporting period

• Recognize liability when used

Unlimited leave and holiday leave taken on specific date

Exceptions to the General Recognition Approach

34

33
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Measurement

35

Salary-related 
payments

Generally the 
employee’s 
pay rate at 
financial 
reporting 

date*

Pay rate

Directly and 
incrementally related

DC pension or OPEB 
recognized as related 
leave is earned—not 

pension or OPEB 
liability

DB pension or OPEB 
excluded

* See next slide
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Common Questions

36

 Pay rate exceptions

- MLTN to be paid at rate different from employee’s pay rate at time of 
payment
• Example: Payout at termination at ½ of employee’s pay rate at that time

• Not pay rate at time of payment different from pay rate at FS date

• See Q4.18 in Exposure Draft of Implementation Guidance Update 2025

- Leave pools and noncash settlement

 Flows assumption

- Exposure Draft proposed FIFO requirement

- Statement 101 does not require either FIFO or LIFO

- Judgment in setting policy

35
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Liability for amount 
of cash payment or 
noncash settlement

Include applicable 
salary-related 

payments

Leave Used but Not Paid

37
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 Note disclosures

- No new note disclosures

- Exceptions to existing long-term liability disclosures for 
compensated absences:
• Option to present net increase or decrease with indication that it is a 

net amount

• Not required to disclose governmental fund used to liquidate

 Effective date

- Fiscal years beginning after December 15, 2023

Note Disclosures and Effective Date

38

37
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Certain Risk Disclosures

Statement No. 102
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What?

The Board has established 
requirements to disclose 
certain risks faced by 
governments.

Why?

Stakeholders asked the 
GASB to address this issue.

When?

Effective for fiscal years 
beginning after June 15, 
2024, and all reporting 
periods thereafter.

Earlier application is 
encouraged.

Statement 102: Certain Risk Disclosures

40

39
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Concentrations: lack of diversity in an aspect of a significant inflow or outflow of resources

• For example, the composition of (1) employers, (2) industries, (3) inflows of resources,
(4) workforce covered by collective bargaining agreements, (5) providers of financial resources, and (6) suppliers of material, 
labor, or services

Constraints: limitations imposed by an external party or the government’s highest level of decision-
making authority

• For example, (1) limitations on raising revenue, (2) limitations on spending, (3) limitations on the incurrence of debt, and (4) 
mandated spending

Concentrations and constraints limit a government’s ability to acquire resources or 
control spending.

Scope and Definitions: Concentrations and 
Constraints

41
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Primary government reporting unit, including 
blended component units, AND

Other reporting units that report a liability for 
revenue debt

Application of Disclosure Criteria:

42

41
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Disclosures would be required if a government determines that:

• A concentration or constraint is known to the government prior to the issuance 
of financial statements.

• The concentration or constraint makes the reporting unit vulnerable to the risk 
of a substantial impact.

• An event or events associated with the concentration or constraint that could 
cause the substantial impact have occurred, have begun to occur, or are more 
likely than not to begin to occur within 12 months of the date the financial 
statements are issued.

Disclosure Criteria

43
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If comparative financial statements are presented, disclosure requirements only apply to 
the current period.

Some requirements may supplement other note disclosures; combine to avoid 
unnecessary duplication.

Information that is the same for more than one reporting unit should be combined to 
avoid unnecessary duplication.

Disclosure for discretely presented component units subject to paragraph 63 of 
Statement No. 14, The Financial Reporting Entity.

General Disclosure Principles

44

43
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Disclosure Requirements:

Provide information in sufficient detail to enable users to understand the 
nature of the circumstances and the government’s vulnerability to the risk of a 
substantial impact:

45

Description of the 
concentration or 
constraint

If they have 
occurred, 
description of 
each event 
associated with 
the concentration 
or constraint that 
could cause a 
substantial impact

Description of 
actions taken by 
the government 
to mitigate the 
risk 
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 Effective for fiscal years beginning after June 15, 2024

- All reporting periods thereafter

- Transition is prospective

Effective Date and Transition

46
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Financial Reporting Model
Improvements

Statement No. 103

Separate Session on this Statement
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What?

The Board has made 
certain improvements 
to the financial 
reporting model― 
Statements 34, 35, 37, 
41, and 46, and 
Interpretation 6.

Why?

A review of those 
standards found that 
they generally were 
effective but that 
there were aspects 
that could be 
significantly 
improved.

When?

Effective for fiscal 
years beginning 
after June 15, 2025, 
and all reporting 
periods thereafter.

Earlier application is 
encouraged. 

Financial Reporting Model Improvements

48
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Clarification of operating and nonoperating in proprietary funds

Presentation of proprietary funds statement of revenues, expenses, and changes in net 
position

Management’s discussion and analysis

Budgetary comparisons

Major component unit presentations

Unusual or infrequent items

Overview

49

Disclosure of Certain Capital Assets

Statement No. 104

49
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What?

Establishes

1) Requirements for 
certain capital assets to 
be disclosed separately 
in Statement 34 
disclosures

2) Capital assets held for 
sale

Why?

Provide essential 
information to users 
about certain types 
of nonfinancial 
assets

When?

Approved 
September 2024.

Effective for fiscal 
years beginning 
after June 15, 2025, 
and all reporting 
periods thereafter.

Disclosure of Certain Capital Assets

51
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 Within note disclosures required by Statement 34, separate disclosure of:

- Lease assets by major class of underlying asset

- Intangible right-to-use assets recognized by operator in PPP, by major class of 
underlying PPP asset

- Subscription assets

- Intangible assets other than those mentioned above, by major class of asset

 Intangible assets that represent the right to use a type of underlying asset should 
not be in same major class as owned assets of that type

Capital Assets Disclosure

52

51
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 Capital assets are capital assets held for sale if:
o The government has decided to pursue the sale of the asset

o It is probable that the sale will be finalized within one year of the financial statement date

 Factors to consider if it is probable that the sale will be finalized within one year
 No change to measurement

 Disclosures: 

o Historical cost and accumulated depreciation, by major class of asset

o Carrying amount of debt for which capital assets held for sale are pledged as 
collateral

Capital Assets Held for Sale

53
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 Effective for fiscal years beginning after June 15, 2025

- All reporting periods thereafter

- Earlier application is encouraged

- Retroactive application, if practicable
• All periods presented in basic financial statements

• Disclosure that Statement was implemented and any financial statement line items affected

• If not practicable, disclose reason for not applying to prior periods

Effective Date and Transition

54
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Proposals for Public Comment

Preliminary Views: Severe Financial Stress and Probable 
Dissolution Disclosures

55
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What?

The Board is:

• reviewing existing 
standards related to 
going concern, and

• addressing issues 
related to disclosures 
regarding going 
concern uncertainties 
and severe financial 
stress.

Why?

Existing guidance 
presents challenges that 
result in diversity in 
practice.

Some governments 
experience severe 
financial stress but do 
not dissolve and others 
dissolve for reasons 
other than severe
financial stress.

When?

The Board issued a 
Preliminary Views in 
March 2025.

Comment deadline is 
June 30, 2025.

Going Concern Uncertainties and Severe Financial Stress Project

57
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 Severe Financial Stress (SFS)

- Condition existing as of financial statement date

- Regardless of continued existence

 Probable Dissolution (PD)

- Uncertainty about future event occurring

- Regardless of financial condition

 Government could be required to make SFS disclosures, PD disclosures, or both

 Going concern uncertainty not used for greater clarity

Preliminary Views – Two Independent Ideas

58
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 Disclosures required if government is experiencing financial difficulties such that it is 
near or at the point of insolvency

- Regardless of continued existence

- Condition as of the financial statement date

- Guidance to help evaluate whether government is near insolvency (proximity not time, 
indicators)

 Disclosures to be made

- Reasons and causes for the condition

- Government’s evaluation of significance of those reasons and causes

- Actions taken in response

- Known effects

- Additional disclosures in subsequent periods if condition persists or is alleviated

Preliminary Views – Severe Financial Stress

59
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 Disclosures required if probable that government will cease to exist as legally separate 
entity within 12 months from the date FS available to be issued

- Regardless of financial condition

- Could be merger, acquisition, or dissolution without replacement

 Disclosures to be made

- Statement that there is PD

- Reasons and causes for PD

- Government’s evaluation of significance of those reasons and causes

- Actions taken in response

- Recoverability or classification of assets and liabilities

- Additional disclosures in subsequent periods if PD persists or no longer present

Preliminary Views – Probable Dissolution

60
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 Written comments

- Comment letter

- Electronic feedback form

- Deadline: June 30, 2025

 Public forums

- July 28-29, 2025 – Nashville

- August 11, 2025 – virtual

- August 21, 2025 – virtual

- September 9-10, 2025 – Norwalk

- Deadline to notify of intent to participate: June 30, 2025

Providing Feedback

61
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April 2015Pre-Agenda Research Started

December 2021Added to Current Technical Agenda 

July 2022Deliberations Began

March 2025Preliminary Views Issued

June 2026
Exposure Draft Scheduled to Be Considered for 
Issuance

Project Timeline

62
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Current Technical Agenda Projects

Infrastructure Assets

64

63
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What?

The GASB is evaluating 
existing guidance 
related to infrastructure 
assets and the 
usefulness of 
information reported by 
governments.

Why?

Stakeholders have 
asked the GASB to 
review various aspects 
of infrastructure asset 
reporting; the most 
relevant standards 
have been in effect 15-
20 years.

When?

The Board issued a 
Preliminary Views in 
September 2024. 
Comment deadline was 
January 17, 2025.

Infrastructure Assets

65
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Infrastructure assets should continue to be recognized and measured in financial 
statements using historical cost net of accumulated depreciation, except for those 
governments that elect to use the modified approach.

Requirements for use of the modified approach as described in Statement 34 generally 
should continue to apply.

Preliminary Views

66
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Estimated useful lives and salvage values of infrastructure assets should be reviewed 
periodically and adjusted, if necessary

Each component of an infrastructure asset with a cost that is significant in relation to the 
total cost of the infrastructure assets should be depreciated separately if the useful live is 
different

Preliminary Views on Measurement Using Historical 
Cost

67
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Change in policy for capitalizing infrastructure assets or estimating useful lives of 
infrastructure assets

Summary of policy for monitoring and maintaining or preserving infrastructure assets

Maintenance and preservation expense for infrastructure assets during the reporting 
period

Historical cost of infrastructure assets that have exceeded 80 percent of their estimated useful lives with 
separate disclosure of those (a) that have exceeded their estimated useful lives and (b) those that have 
exceeded 80 percent of their estimated useful lives but have not exceeded their estimated useful life

Proposed Disclosures

68
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Description of modified approach in summary of significant accounting policies for 
infrastructure assets reported using the modified approach

Infrastructure assets that were not, and were not required to be, reported with the 
implementation of Statement 34

Carrying amount of impaired infrastructure assets that are idle at year-end

Proposed Removed Disclosures 

69
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August 2019Pre-Agenda Research Started

April 2023Added to Current Technical Agenda 

May 2023Deliberations Began

September 2024Preliminary Views Issued

February 2026
Exposure Draft Scheduled to Be Considered for 
Issuance

Project Timeline
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Implementation Guidance Update

Proposed IG Update 2025
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What?

The need for updates to 
Q&A implementation 
guidance is considered 
annually.

Why?

New guidance is added 
as new pronouncements 
are issued and new 
issues arise.

When?

The Board issued an 
Exposure Draft in 
November 2024. 
Comment deadline was 
January 24, 2025.

Implementation Guidance Update

72
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 New questions related to:
- Capital assets (including application of Statement 104)

- Statement 103

- Statement 101

- Statement 100

- Statement 91

- Statement 87

 Amendments to existing questions related to:
- Capital assets (7.9.6 in Implementation Guide 2015-1)

- Special revenue funds (Z.54.30 in Implementation Guide 2015-1)

 Exposure Draft issued Q4 2024; Final expected to be issued Q2 2025

Proposed Implementation Guide Update—2025 

73

Revenue and Expense Recognition

74
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What?

The Board has 
proposed a 
comprehensive 
model for 
recognition of 
revenues and 
expenses

Why?

Guidance for 
exchange 
transactions is 
limited; 
guidance for 
nonexchange 
transactions 
could be 
improved and 
clarified

When?

Exposure Draft 
scheduled for 
November 2025

Revenue and Expense Recognition

75
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Scope of the Project

76

The scope is defined broadly to include revenues 
and expenses that are not explicitly excluded:

Financial 
instruments

Investments

Derivative 
instruments

Long-term 
debt

Capital assets 
and inventory

Capitalization 
and 

depreciation

Impairment

Inventory 
valuation

Post-
employment

Pensions

OPEB

Other: 
compensated 

absences

75
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In Scope:

• Revenue and expense 
recognition from 
nonexchange 
transactions
• Statements 6, 24, 33, 

36
• Revenue and expense 

recognition from 
exchange transactions
• Statements 34 and 62

Out of Scope:

• Statements issued 
since Statement 63

• Statements that result 
from projects added to 
the technical agenda 
after April 2016

Scope in the Context of Standards

77
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Categorization

Identify the type of 
transaction

Recognition

Determine what element 
should be reported and when

Measurement

Determine the amount to 
report

Proposed Recognition Model Components

78
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Categorization Methodology

79

Identification

• Binding Arrangement
• Transaction(s)
• Parties
• Rights and Obligations

Assessment of 
Rights and 
Obligations

• Substantiveness

• Interdependence

Process to identify transactions as Category A (include a performance 
obligation, or Category B (does not include a performance obligation)
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Proposed Expense Recognition Principles

80

Does the 
government have 

payable?

Is the outflow 
applicable to the 
current period?

Has the government 
provided 

consideration before a 
payable arises?

Recognize 
expense

Recognize a 
deferred outflow of 

resources

Recognize an 
asset (prepaid)

Nothing to 
recognize

Until the outflow is 
applicable to the 
current period

YES

YES YES

NO

NONO

79
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Consulting Expense Example—Part I

81

Does the 
government have 

payable?

Is the outflow 
applicable to the 
current period?

Recognize 
expense

Recognize a 
deferred outflow of 

resources

Until the outflow is 
applicable to the 
current period

YES

YES NO

Has the vendor satisfied its 
performance obligation?

Has the government received 
consulting services agreed 
upon?
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Consulting Expense Example—Part II

82

Does the 
government have 

payable?

Has the government 
provided 

consideration before a 
payable arises?

Recognize an 
asset (prepaid)

Nothing to 
recognize

YES

NO

NO

Has the government paid the 
consultant for future services?

Has the government received 
consulting services agreed 
upon?

81
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Proposed Revenue Recognition Principles

83

Does the 
government have 

a receivable?

Is the inflow 
applicable to the 
current period?

Has the government received 
consideration before a 

receivable arises?

Recognize 
revenue

Recognize a 
deferred inflow of 

resources

Recognize a 
liability

Do not recognize 
anything

Until the inflow is 
applicable to the 
current period

YES

YES YES

NO

NONO
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Property Taxes Revenue Example—Part I

84

Does the 
government have 

a receivable?

Is the inflow 
applicable to the 
current period?

Recognize 
revenue

Recognize a 
deferred inflow of 

resources

Until the inflow is 
applicable to the 
current period

YES

YES NO

Has the government imposed 
the property tax rate?

Has the fiscal period that the 
property tax intends to fund, 
begun?

83

84



4/23/2025

43

Copyright 2025 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

Property Taxes Revenue Example—Part II

85

Does the 
government have 

a receivable?

Has the government received 
consideration before a 

receivable arises?

Recognize a 
liability

Do not recognize 
anything

YES

NO

NO

Has the government imposed 
the property tax rate?

Has any taxpayer provided 
payment for property taxes 
before the imposition date?
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Organization of Category B Transactions

Imposed Transactions Transactions without Qualifying 
Requirements

Imposed on 
an 

underlying 
transaction

Imposed on 
actions 

committed 
or omitted

Imposed on 
property 

ownership

Contractual 
Binding 

Arrangement

Transactions 
with 

Qualifying 
Requirements Legislative 

Binding 
Arrangement 

Periodic 
Appropriation

Regulatory 
Fees

Punitive 
Fees

Pledges

PILOTs
Federal 
Grants

Property 
Taxes

K-12 Aid
Sales Tax

Income Tax

Legislative 
Binding 

Arrangement 
Continuous 

Appropriation

Shared 
Motor Fuel 

Tax

86

85
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Imposed on an Underlying Transaction

Characteristics

• A government 
imposes a 
requirement to 
provide resources

• Upon the occurrence 
of an underlying 
transaction

Recognition

• Receivable is 
recognized when the 
underlying 
transaction occurred

• Revenue is 
generally recognized 
along with the 
receivable

Examples

• Sales Tax
• Personal and 

Corporate Income 
Taxes

• Passenger Facility 
Charges

87

Copyright 2025 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

Imposed on Actions Committed or Omitted

Characteristics

• A government 
imposes a 
requirement to 
provide resources

• Upon an action or an 
omission

Recognition

• Receivable is 
recognized when 
the underlying 
action or omission 
takes place

• Revenue is 
generally 
recognized along 
with the receivable

Examples

• Regulatory fees: 
Fishing License

• Punitive fees: 
Moving Violations

• Escheats and 
seizures

88

87
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Imposition on Property Ownership

Characteristics
• A government 

imposes a 
requirement to 
provide resources

• On property 
ownership
• Personal property
• Real Property

Recognition
• Receivable is 

recognized at the 
imposition date

• A deferred inflow of 
resources is recognized 
if the imposition occurs 
before the fiscal period 
the tax is intended to 
fund

• Revenue is recognized 
in the fiscal period the 
tax is intended to fund

Examples

• Real Property Tax
• Personal Property 

Tax

89
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Transactions without Qualifying Requirements—

Examples

Transactions without 
Qualifying Requirements

Contractual 
Binding 

Arrangements

Legislative 
Binding 

Arrangements

Periodic 
Appropriations

Continuing 
Appropriations

• Certain Pledges 
without qualifying 
requirements

• PILOTs Shared Sales or Motor Fuel Tax

General Aid 
to Schools

90

89
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Transactions without Qualifying Requirements —

Recognition

General Aid to Schools
(Periodic Appropriation)

• The provider 
government has 
appropriated the 
resources.

• The period of the 
appropriation has 
begun, and

• The provider 
government intends 
to provide the 
resources.

Shared Revenue 
(Continuing Appropriation)

• Recipient recognizes 
the asset when the 
underlying transaction 
has occurred if:

• There is an 
appropriation (if 
required), and 

• The provider 
government intends to 
provide the resources

Pledges 
(without Qualifying 

Requirements)

• Recognize a 
receivable when 
the government 
receives or 
becomes aware of 
the binding 
arrangement.

• If subject to time 
requirements, 
recognize a DIR.

91
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Transactions with Qualifying Requirements—Proposed 

Clarifications

Characteristics

• Externally 
imposed 
conditions or 
conditions 
imposed by 
law that are 
required to be 
satisfied by 
the recipient 
before said 
recipient is 
entitled to the 
resources

Recognition

• Recipient 
recognizes a 
receivable 
when
qualifying 
requirements 
are satisfied.

• Terminology difference to 
communicate change in 
concept.

• Timing of cash does not 
determine the type of 
transaction (no longer 
identified as “reimbursement 
based”).

• Exercise of professional 
judgement remains a 
necessary step to determine 
if a transaction includes 
qualifying requirements.

92

91
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Tentative Decisions about Qualifying Requirements

93

Administrative 
Requirements • Filing reports or reimbursement requests

Qualifying 
Costs

• Incurrence of cost in compliance with all other 
applicable requirements

Other 
Qualifying 

Requirements

• Actions of the government not associated 
with costs, for example, outputs or outcomes

Post Grant 
Compliance 

Requirements

• Capital maintenance, purpose of the capital 
asset, prevailing wages

A receivable (for the recipient) is recognized when the government has 
complied with either qualifying costs requirements or other qualifying 
requirements.
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Employee Benefit Plans Conference 2024

Transactions with Qualifying Requirements—
Clarifications

Qualifying 
Requirements

Time 
Requirements

Purpose 
Restrictions

Recognition of receivables (Revenue 
Transactions) 

Or

Recognition of payables (Expense 
Transactions)

Recognition of deferred 
inflow of resources or 
deferred outflow of 
resources

Not a recognition 
attribute (unless 
contravened)

94
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Purpose Restrictions and Time Requirements

95

Purpose Restrictions

• Externally imposed or imposed by 
law that limits the activities or 
programs for which resources can 
be deployed

• Not a recognition attribute
• Not self-imposed
• Can simultaneously exist with 

qualifying requirements

• Motor fuel tax

Time Requirements

• Externally imposed or imposed by 
law that establish the period or 
periods when the use (sale, 
disbursement, or consumption) of 
resources may begin or should end.

• A recognition attribute that 
establishes the existence of a 
deferral

• Neither permanent constraint nor 
self-imposed

• Not appropriations nor 
performance periods

• For example, property taxes to fund 
a specific fiscal period.

95
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Proposed Recognition Principles for Category A 

Transactions

Identify Performance 
Obligations

Determine the 
Transfer of 

Control of the 
goods or services

Recognize 
Receivables or 

Payables

Performance 
obligations are distinct 
goods and/or services 
identified in the 
transaction

(Recognition unit of 
account)

Goods or services are 
assets that are 
transferred either at a 
point in time or over 
time

(Pattern of transfer of 
Control)

Revenues (expenses) 
are recognized along 
with the corresponding 
receivable (payable)

(Conceptual 
underpinnings)

96
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Criteria for Identifying Performance Obligations

Service capacity of the good or 
service can be obtained by 

being:

Goods and services are 
separately identifiable within 

the context of the transaction. 
Indications that they are NOT 

separately identifiable:

1. Combined with readily 
available resources

2. Used, consumed, or sold

1. Significant integration
2. Significant customization
3. Highly interrelated

Goods and/or services may be combined into bundles, or a 
transaction may result in a single performance obligation

97
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Criterion 1

• Simultaneous 
consumption

• Example: 
Electricity

Criterion 2

• Creates or 
enhances an 
asset

• Example: 
Construction 
in progress

Criterion 3

• Creates a 
resource 
without an 
alternative 
use

• Has right to 
payment

• Example: 
Research 
work

Category A Revenue Recognition: 

Over Time or Point in Time

Over Time 
Recognition

Point in Time 
Recognition

Criteria for Recognition Over Time

• If one over time criterion is met, revenue is recognized over time.
• If no criterion is met, then recognition is at a point in time.

98
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Category A Revenue Recognition Examples

99

A performance obligation is satisfied when there is a 
transfer of control of resources

• The performance obligation is 
satisfied as the government 
makes the service available

Bus Service

• The performance obligation is 
satisfied as education is providedTuition

• The performance obligation is 
satisfied when the State provides 
the opportunity for financial gain

State Lottery

Copyright 2025 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

Category A Expense Recognition Examples

100

A performance obligation is satisfied when there is a 
transfer of control of resources.

Expenses are assets even if only momentarily.

• The performance obligation is 
satisfied when the city receives the 
supplies

City orders 
supplies

• The performance obligation is 
satisfied as the CPA firm carries out 
the expected work, such as an audit

School District 
hires CPA

• The performance obligation is 
satisfied as the employees perform 
services over time

Public Utility 
employees

99
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Subsequent Events
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What?

The GASB is evaluating 
existing guidance 
related to subsequent 
events and the 
usefulness of 
information reported by 
governments.

Why?

Existing guidance is 
based on other 
literature dating back to 
1972 and generally has 
not been reevaluated.

When?

The Board issued an 
Exposure Draft in 
November 2024. 
Comment deadline was 
February 21, 2025.

Subsequent Events

102

101
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 Definitions of recognized and nonrecognized events

 Information to be provided in basic financial statements

 Interactions with other GASB standards

Exposure Draft

103
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 Scope

- Proposed requirements should be applied in the absence of more specific GASB 
standards.

 Subsequent events time frame

- Date the financial statements are available to be issued.

Exposure Draft Proposals

104
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 Recognized events

- Occur during the subsequent events time frame

- Indicative of conditions existing at the financial statement date that informs inputs to an 
accounting estimate measured as of the financial statement date

- Should be incorporated into measurement of accounting estimates reported as of the 
financial statement date.

Exposure Draft Proposals

105
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 Nonrecognized events

- Occur during the subsequent events time frame

- Have a significant effect (favorable or unfavorable) on the basic financial statements in 
the period in which the event occurs

- Either are:
• One of the following specific events: debt-related transaction, combination/disposal, change 

to legally separate entities, application of new tax rate, or

• Of such a nature to be essential to a user’s analysis for making decisions or assessing 
accountability

- Should be disclosed in notes to financial statements

Exposure Draft Proposals

106

105

106



4/23/2025

54

Copyright 2025 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

 Notes to financial statements

- Description of nonrecognized event

- Estimate of the effect of the nonrecognized event on basic financial statements
• Or reason why an estimate cannot be made

- Correspond to reporting units
• Subject to paragraph 63 of Statement 14

• Combine information to avoid unnecessary duplication

 Effective date and transition

- Fiscal years beginning after June 15, 2026, and all reporting periods thereafter

- Prospective application

Exposure Draft Proposals

107
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Project Timeline

108

July 2022Pre-Agenda Research Started

August 2023Added to Current Technical Agenda 

October 2023Deliberations Began

November 2024Exposure Draft Issued

107
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Pre-Agenda Research and Technology Project

Pre-Agenda Research

109
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Cybersecurity Risk Disclosures

111
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What?

The GASB is 
determining whether 
additional guidance 
may be able to 
improve financial 
reporting with specific 
disclosures related to 
cybersecurity.

Why?

State and local 
governments are 
increasingly being 
exposed to 
cybersecurity risks.

When?

The Board added the 
pre-agenda research in 
December 2024.

Cybersecurity Risk Disclosures

112

111
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Research Objectives

113

To determine:

• the types of cybersecurity risks faced by state and local 
governments

• whether and how cybersecurity risks are currently 
disclosed in the financial statements

• whether financial reporting guidance has the potential 
to address user needs for this information

GAAP Structure

113
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What?

The GASB is 
evaluating the 
effectiveness of the 
GASB’s current dual-
authority approach to 
communicating 
GAAP for state and 
local governments.

Why?

The existing GAAP 
structure includes 
both Original 
Pronouncements 
and the Codification, 
each with equal 
authoritative status.

When?

The Board added the 
pre-agenda research 
in August 2023.

GAAP Structure

115
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 Phase 1

- Evaluate the effectiveness of the GASB’s current dual-authority approach to 
communicating GAAP.

 Phase 2

- Explore a single authority structure, including whether and how it could be 
operationalized.

Research Objectives

116

115
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Revenue and Expense Recognition─Note
Disclosures

117
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What?
The GASB is 
evaluating the need for 
note disclosures 
associated with 
transactions that are in 
the scope of the 
revenue and expense 
recognition project.

Why?
Note disclosures 
were scoped out of 
the revenue and 
expense recognition 
project.

When?
The Board added 
the pre-agenda 
research in August 
2024.

Revenue and Expense Recognition─Note
Disclosures

118
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Research Activities

119

 Survey of users – to determine what information users need related to 
revenue and expense transactions in the scope of the revenue and expense 
recognition project to make decisions or assess accountability 

 Focus groups – to further discuss the types of information identified in the 
user survey as being needed

Technology Project
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Voluntary Digital Financial Reporting

121
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What?

The GASB is 
developing one or 
more governmental 
digital taxonomies 
for GAAP financial 
reporting.

Why?

The taxonomies that 
may result from this 
effort could be used 
by governments on a 
voluntary basis to 
report their GAAP 
financial statements in 
digital formats.

When?

The Board added 
the technology 
project in December 
2024.

Voluntary Digital Financial Reporting
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GASB GAAP Taxonomy
Voluntary Digital Financial Reporting Project

P
ha

se
 I • Basic Financial 

Statements
• Required 

Supplementary 
Information P

ha
se

 II • Supplementary 
Information

Basic Financial Statements:
• Government-Wide Financial Statements
• Fund Financial Statements
• Notes to Financial Statements

Required Supplementary Information:
Pensions and OPEB Schedules
Infrastructure Schedule
Budgetary Schedules

Post-Implementation Review (PIR)

123
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The GASB monitors and supports implementation of all 
of its pronouncements.

What is PIR?

125

For Statements resulting from comprehensive projects and 
major projects that address a fundamental aspect of the 

standards, the GASB also:

Examines a 
random sample 

of financial 
reports for the 
year prior to, 
year of, and 
year after 

implementation. 

Collects 
information 
from their 
preparers 

regarding staff 
hours and 

nonstaff costs 
for those three 

years.

Examines 
financial reports 

for the same 
random sample 
in the fifth year 

of 
implementation.

Conducts 
stakeholder 

roundtables and 
surveys 

regarding their 
experience with 
the standards.

Reports the 
findings publicly.
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To provide general support to stakeholders when implementing significant new 
pronouncements

To identify and address practice issues that arise

To answer technical inquiries from stakeholders and develop and publish Q&A implementation 
guidance

To collect timely information that the Board can use to evaluate cost-benefit considerations as 
it develops other pronouncements and when it reexamines the standards in the future

Why does the GASB conduct PIRs?

126
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Stakeholders bring 
potential 

implementation 
issues to the 

GASB’s attention.

Governments are 
recruited to keep 
track of their staff 

hours and nonstaff
costs related to the 

pronouncement 
and provide that 

information for the 
year prior to 

implementation 
and the first and 
second years of 
implementation.

Stakeholders of all 
types are invited to 

participate in 
roundtable 

discussions and to 
respond to surveys 

regarding their 
experience with the 

standards in 
practice.

How does the GASB involve stakeholders in PIR?

127
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Which Statements Are under Review?

128

Statement 75—Employer Reporting for Other Postemployment 
Benefits (OPEB)

Statement 84—Fiduciary Activities 

Statement 87—Leases

127
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Archival data collection completed for year prior to implementation, 
implementation year, second year of implementation, and fifth year of 
implementation; Collection of implementation effort and cost information 
completed; Roundtables completed, and results summarized; user 
survey completed and results summarized

OPEB

Collection of implementation effort and cost information completedFiduciary activities

Collection of implementation effort and cost information completed; 
archival data collection has begun

Leases

What is the status of the PIRs?

129

Questions?

Visit www.gasb.org
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Thank You

131
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The views expressed in this presentation are those of
Official positions of the GASB are reached only after extensive due process and deliberations.

Statement 103, Financial Reporting Model 
Improvements

May 2, 2025

Lisa R Parker, CPA, CGMA, Senior Project Manager and GASAC Coordinator
Frank Crawford, CPA, President, Crawford & Associates, P.C.

Oklahoma Society of CPAs Governmental Accounting and Auditing Conference

Ms. Parker and Mr. Crawford.

Financial Reporting Model
Improvements

Statement No. 103

1

2



4/23/2025

2

Copyright 2024 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

What?

The Board has made 
certain improvements 
to the financial 
reporting model― 
Statements 34, 35, 37, 
41, and 46, and 
Interpretation 6

Why?

A review of those 
standards found that 
they generally were 
effective, but that 
there were aspects 
that could be 
significantly improved

When?

A final Statement was 
approved in April 2024 

Financial Reporting Model Improvements

3
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Project Activities

4

Pre-agenda research

• Roundtables
• Surveys
• Literature review
• Archival
• Interviews

Invitation to Comment, Financial Reporting Model Improvements—
Governmental Funds, issued December 2016

Preliminary Views, Financial Reporting Model Improvements, issued 
September 2018

Exposure Draft, Financial Reporting Model Improvements, issued June 2020

Public hearings and user forums

3

4
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Management’s Discussion and Analysis

Clarification of operating and nonoperating in proprietary funds

Presentation of proprietary funds statement of revenues, expenses, and changes in net 
position

Budgetary comparisons

Major component unit presentations

Unusual or infrequent items

Overview

5
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 Users of MD&A “have different levels of knowledge and sophistication about 
governmental accounting and finance,” “may not have a detailed knowledge of 
accounting principles”

 Analysis of current-year balances and activity to explain why balance and results 
changed from prior year

 Avoid unnecessary duplication, avoid “boilerplate” language

 Focus on primary government, discussion of discretely presented component 
units is a matter of professional judgment

Management’s Discussion and Analysis (MD&A)
Overarching Guidance

6
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 Overview of the financial statements 

 Financial summary

 Detailed analyses

 Significant Capital Asset and Long-Term Financing Activity

 Currently Known Facts, Decisions, or Conditions

MD&A – Five Sections

7
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MD&A – Overview of the Financial 
Statements

8

7

8



4/23/2025

5

Copyright 2024 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

MD&A – Overview of the Financial Statements 
(continued)

9
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 Financial summary—condensed financial statements

MD&A – Financial Summary

10

9
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 Detailed analyses

- Primary government’s financial position and results of operations—both governmental and business-type 
activities

• In addition to amounts/percent of change, explain why change occurred

- Fund balance or net position and results of operations of each major fund (nonmajor funds excluded)

• In addition to amounts/percent of change, explain why change occurred

MD&A – Detailed Analysis

11
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 Capital asset activity

- Include intangible capital assets

- Discussion of significant additions and 
disposals

- Discussion of significant policy changes 
and economic factors

- Avoid duplication between the analyses 
and this component

 Long-term financing activity

- Includes debt, leases, PPPs, and SBITAs

- Discuss new agreements, changes to credit 
rating, debt limit

- Discussion of significant policy changes 
and economic factors

- Avoid duplication between the analyses 
and this component

MD&A – Significant Capital Asset and Long-Term 
Financing Activity

12
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 Include a description of currently known facts, decisions, and conditions that are expected to have 
a significant effect on financial position or results of operations in the subsequent year.  Examples 
could include:

- Trends in relevant economic and demographic data

- Factors used to develop the subsequent year’s budget

• Those affecting revenues available for appropriation, e.g. changes in rates and bases of activity

• Those affecting planned spending, e.g. inflation, labor contracts, changes in programs

- Expected changes in budgetary net position or fund balance

- Actions government has taken related to PEB, capital plans, leases, PPPs, SBITAs (long-term items)

- Actions other parties have taken, such as new laws or regulations

MD&A – Currently Known Facts, Decisions, and 
Conditions

13
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MD&A – Currently Known Facts, Decisions, and 
Conditions - Example

14
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MD&A – Currently Known Facts, Decisions, and 
Conditions – Example (continued)

15
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MD&A – Currently Known Facts, Decisions, and 
Conditions – Example (continued)

16
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MD&A – Currently Known Facts, Decisions, and 
Conditions – Example (continued)

17
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Separate presentation of operating and nonoperating revenues and expenses

Proprietary Funds-Operating and Nonoperating

18

• Activities other than nonoperating activitiesOperating

• Subsidies received and provided
• Revenues and expenses of financing
• Resources from the disposal of capital assets and 

inventory
• Investment income and expenses
• Contributions to permanent and term endowments

Nonoperating

17
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• Resources received from another party or fund (1) for which 
the proprietary fund does not provide goods and services to 
the other party or fund and (2) that directly or indirectly keep 
the proprietary fund’s current or future fees and charges 
lower than they would be otherwise

• Resources provided to another party or fund (1) for which 
the other party or fund does not provide goods and services 
to the proprietary fund and (2) that are recoverable through 
the proprietary fund’s current or future pricing policies

• All other transfers

Subsidies

Add a new subtotal for operating income (loss) and noncapital subsidies

Proprietary Funds-Subsidies

19

Copyright 2024 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

20

19

20



4/23/2025

11

Copyright 2024 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

21

Copyright 2024 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

4.4. Q—Paragraph 13 of Statement 103 indicates that interest revenues of a 
proprietary fund established to provide loans to first-time homeowners 
should be reported as operating revenues because those transactions 
constitute the proprietary fund’s principal ongoing operations. If this 
proprietary fund reports interest expenses associated with borrowings 
that finance operations, would the interest expenses be reported as 
operating expenses?

A—No. Interest expenses related to financing are always reported as 
nonoperating expenses.

Proposed Q&A – Implementation Guide Update
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4.7. Q—How should subsidies be classified if resources are used for the 
acquisition of capital assets in circumstances in which the provider of a 
subsidy did not limit the use of the resources to the acquisition of capital 
assets?

A—Subsidies are classified as noncapital subsidies if the provider of the 
subsidy either does not limit the use of the resources or limits the use of 
the resources to something other than the acquisition of capital assets. 
Subsidies are only classified as capital subsidies if the provider of the 
subsidy has limited the use of the resources to the acquisition of capital 
assets.

Proposed Q&A – Implementation Guide Update
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4.8. Q—Do payments in lieu of taxes (PILOTs) meet the definition of subsidies?

A—It depends on the substance of the transaction. In many circumstances, a PILOT 
is a payment from a proprietary fund either to the general fund of the primary government 
or to another government for the purposes of supporting general governmental 
activities. In these circumstances, the proprietary fund establishes a rate or fee that 
produces enough revenue above operating expenses to cover the PILOT—an essential 
characteristic of subsidies. However, in other circumstances, a PILOT is a payment from a 
proprietary fund to another party or fund for goods or services provided to the proprietary 
fund. In these circumstances, the transaction would not meet the definition of subsidies. 
The name of the transaction is not relevant to the determination of whether it is a subsidy 
for accounting and financial reporting purposes.

Proposed Q&A – Implementation Guide Update
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4.9. Q—An insured individual receives covered healthcare services from a healthcare 
provider, thereby resulting in recognition of a revenue and receivable by the healthcare 
provider. The third-party insurer is responsible for paying the healthcare provider in 
accordance with the terms of the insurance contract. Does this circumstance meet the 
criterion established in paragraph 14a of Statement 103 for purposes of the definition of 
subsidies?

A—No. Even though the third-party insurer did not directly receive goods or services 
from the health care provider, these payments do not meet the criterion in paragraph 
14a. The insured individual received goods or services from the healthcare provider that 
resulted in the healthcare provider receiving resources in the form of a receivable. The 
third-party insurer is paying the healthcare provider in place of the insured 
individual because of the contractual relationship between the insured individual and 
the third-party insurer.

Proposed Q&A – Implementation Guide Update
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• Unusual in nature - the underlying event or transaction should 
possess a high degree of abnormality and be of a type clearly 
unrelated to, or only incidentally related to, the ordinary and 
typical activities of the government, taking into account the 
environment in which the government operates. 

• Infrequency of occurrence - the underlying event or 
transaction should be of a type that would not reasonably be 
expected to recur in the foreseeable future, taking into account 
the environment in which the government operates.

• Further details in Statement No. 62 (p. 47 & 48).

Unusual or Infrequent 
Items

Unusual or Infrequent Items - Definitions
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• Separately present inflows and outflows of resources that are 
unusual in nature and/or infrequent in occurrence (replacing 
extraordinary and special items)

• Disclose additional information about those inflows and 
outflows, including the programs, functions, or identifiable 
activities to which they are related and whether they are within 
the control of management

Unusual or Infrequent 
Items

Unusual or Infrequent Items
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• Would be presented as required supplementary information 
(no option for basic statements)

• Required variances would be final-budget-to-actual and 
original-budget-to-final-budget

Budgetary 
comparisons

• If it is not feasible to present major component unit financial 
statements in separate columns in the reporting entity’s 
financial statements, the financial statements of the major 
component units would be presented in the reporting entity’s 
basic financial statements as combining financial statements

Major component unit 
presentations

Budgetary Comparisons and Major Component Unit 
Information
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 Effective for fiscal years beginning after June 15, 2025

- All reporting periods thereafter

- Earlier application is encouraged

- Changes adopted at transition – change in accounting principle (Statement 100)

- All component units should implement the provisions in the same year as the primary 
government

Effective Date and Transition
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4.19. Q—If a primary government is implementing Statement 103 for its fiscal 
year ended June 30, 2026, and it includes in its financial statements a 
component unit with a fiscal year end of December 31, 2025, (in 
accordance with the provisions in paragraph 59 of Statement No.14, 
The Financial Reporting Entity), when should the component unit 
implement Statement 103?

A—For the purposes of implementing Statement 103, which requires 
changes to the presentation of certain financial statements, the component 
unit should implement that Statement in its December 31, 2025, financial 
statements. 

Proposed Q&A – Implementation Guide Update
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Questions?
 Visit www.gasb.org
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Disclaimer

The views expressed in this presentation 
are my views and may not align with the 

views of the Virginia Board of Accountancy.

1

Overview

• What, exactly, is it?
• How does it work?
• Just another tool?
• Cautions: mistakes, plagiarism, and atrophy.
• Uses for accountability professionals.
• AI and the Code of Professional Conduct.

2
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What, exactly, is it?

The field of computer science focused on creating systems or machines that can 
perform tasks typically requiring human intelligence. This includes tasks like:
• Understanding language (like how you and I are talking now)
• Recognizing images and patterns (like facial recognition or identifying objects in 
photos)
• Making decisions (like recommending movies or diagnosing medical conditions)
• Learning from data (like training models to improve over time, such as self-driving 
cars or personalized recommendation systems)

Source: ChatGPT

3

How does it work?

AI works by using algorithms and mathematical models to process data, learn from 
it, and make decisions or predictions. Here’s a breakdown of how it works:
1. Data Collection & Preparation
AI systems need a lot of data to learn. This data can be anything from images, text, 

audio, or structured datasets like spreadsheets.
• Example: For an AI that recognizes cats in photos, it needs thousands of labeled 
cat images to learn what a cat looks like.
2. Data Processing & Feature Extraction
Before training, data is cleaned, organized, and transformed into a format the AI can 

understand. Features (important characteristics) are extracted.
• Example: Turning an image into pixel values or converting speech into text.

Source: ChatGPT
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How does it work?

3. Model Selection & Training
The AI is built using models like neural networks, decision trees, or regression 
models.
• Training means feeding the model with data and adjusting it so that it can make 
accurate predictions or decisions.
• Models learn by finding patterns and adjusting their internal parameters to 
minimize errors.
4. Evaluation & Testing
After training, the model is tested with new data to measure its performance. If it 

performs poorly, it goes through more training.
• Example: Testing a chatbot by giving it new sentences and checking if it responds 
correctly. Source: ChatGPT

5

How does it work?

5. Deployment & Inference
Once the model is trained well, it’s deployed for use. This stage is called inference, 
where the AI applies its learned knowledge to new inputs.
• Example: A language model like me responding to your questions.
6. Learning & Improving (Feedback Loop)
The best AI systems keep improving by continuously learning from new data.
• Example: Recommendations on Netflix or YouTube get better the more you 
interact with them.

Source: ChatGPT
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Just another tool?

• Let’s look at the 1908 audit of the Northern Shoe Company of 
Duluth, Minnesota….

7
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Yes — that’s a great way to think about it. 👏
AI is fundamentally a tool, just like a calculator or a word processor, but it's a tool 
that’s much more flexible and adaptable. Just like:
• A calculator helps you do math faster and more accurately,
• A spellchecker helps catch typos,
• A search engine helps find information quickly,
• AI helps with researching, analyzing, drafting, and summarizing information, 
often across a much wider range of tasks and in a much more human-like way.

Isn't AI simply a tool for researching and writing, like a mechanical 
adding machine is simply a tool for doing arithmetic?

Source: ChatGPT

11

🔍 So how is it like a mechanical adding machine?

• Both are assistive technologies — they amplify human ability but don't replace human 
understanding or responsibility.

• They follow instructions and process inputs to produce outputs based on built-in rules.
• They don’t have judgment, intent, or accountability — those still rest squarely with the 

person using the tool.

Source: ChatGPT

Isn't AI simply a tool for researching and writing, like a mechanical 
adding machine is simply a tool for doing arithmetic?

12
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🧠 But AI feels smarter — why?

AI seems more advanced because it can:
• Understand natural language,
• Generate new content (not just compute answers),
• Recognize patterns in massive amounts of data,
• Learn and adapt (within limits).
But under the hood, it’s still a very advanced pattern-matching machine, built on math and 
probabilities — just like the adding machine is built on gears and logic.
So yep — AI is a tool. A powerful one, yes. But it still needs a human behind the wheel to 
apply judgment, understand context, and ensure quality and ethics.

Source: ChatGPT

Isn't AI simply a tool for researching and writing, like a mechanical 
adding machine is simply a tool for doing arithmetic?

13

Cautions

• AI makes mistakes.  Try asking questions to which you already 
know the answers and you’ll see its limitations (like not knowing 
what a green eye shade is).
• AI does not routinely cite its sources, so you might end up 

plagiarizing others’ work.

14
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When did the federal government get its first clean 
opinion on its financial statements?

The federal government received its first clean (unmodified) opinion 
on its consolidated financial statements for Fiscal Year 1997. This 
was the first year that the federal government was required to 
prepare consolidated financial statements under the Chief 
Financial Officers (CFO) Act of 1990 and the Federal Financial 
Management Improvement Act (FFMIA) of 1996.

Source: ChatGPT

15

Why hasn't the federal government ever received a 
clean opinion on its financial statements?

The federal government has never received a clean opinion on its consolidated financial statements 
primarily because of the sheer complexity and scale of its operations. Here are the main reasons why:

🔑 1. Complexity of the Federal Government

• The federal government is made up of hundreds of agencies and departments, each with its own 
financial systems, processes, and reporting standards.

• Consolidating all these into one set of financial statements is extremely challenging.

🔑 2. Weak Internal Controls

• Effective internal controls are necessary to ensure accuracy and reliability in financial reporting.

• Issues like inadequate recordkeeping, outdated financial systems, and improper documentation 
persist across various agencies.

Source: ChatGPT
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🔑 3. Incomplete or Inaccurate Reporting

• Some agencies, especially the Department of Defense (DoD), struggle with accurately reporting assets 
and liabilities.

• The DoD’s vast, decentralized operations make it particularly hard to provide complete and accurate 
financial data. 
🔑 4. Inability to Reconcile Interagency Transactions

• Transactions between federal agencies (known as intragovernmental transactions) often don’t match 
up due to differences in accounting methods or timing of reporting.

• Properly reconciling these transactions is a major hurdle.

Source: ChatGPT

Why hasn't the federal government ever received a 
clean opinion on its financial statements?

17

🔑 5. Legacy Financial Systems

• Many agencies still rely on outdated and incompatible financial management systems.

• These systems often cannot produce reliable, timely, and accurate financial data for consolidation.

🔑 6. Material Weaknesses & Significant Deficiencies

• Independent auditors regularly identify material weaknesses and significant deficiencies in internal 
controls, making it difficult to achieve a clean opinion.

🔑 7. Noncompliance with Federal Accounting Standards

• Compliance with standards set by the Federal Accounting Standards Advisory Board (FASAB) is 
crucial, but inconsistencies persist.

Source: ChatGPT

Why hasn't the federal government ever received a 
clean opinion on its financial statements?

18
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First you told me that the government received its 
first clean opinion in 1997; then you said it has 
never received a clean opinion.  Which is correct?
You caught that! I made a mistake. The correct answer is:
🚫 The federal government has NEVER received a clean (unmodified) opinion on 
its consolidated financial statements since it began preparing them under the Chief 
Financial Officers (CFO) Act of 1990 and the Federal Financial Management 
Improvement Act (FFMIA) of 1996.
While individual agencies have received clean opinions, the government-wide 
consolidated financial statements have consistently received disclaimers of 
opinion due to the issues I mentioned before: inadequate internal controls, 
incomplete reporting, difficulties reconciling interagency transactions, etc.
The confusion likely came from the fact that some individual agencies received 
clean opinions in 1997, but the overall federal government did not.
Thanks for pointing that out! Would you like me to help you find the most recent audit 
opinion and why it was still not clean?

Source: ChatGPT

19

Tell me about the Virginia Board of Accountancy
The Virginia Board of Accountancy (VBOA) is a state agency responsible for 
regulating the accounting profession in Virginia. It ensures that Certified Public 
Accountants (CPAs) and CPA firms adhere to ethical standards and meet the 
required qualifications to practice in the state.

📜 Composition of the Board

The VBOA typically consists of nine members, appointed by the Governor of Virginia, 
including:

• Five licensed CPAs with substantial experience.

• Three public members who are not CPAs, representing the public’s interest.

• One member who is currently serving in the Virginia House of Delegates.

Source: ChatGPT (in February 2025)
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Tell me about the Virginia Board of Accountancy

The Virginia Board of Accountancy (VBOA) is a state agency responsible for 
regulating the accounting profession in Virginia. It ensures that Certified Public 
Accountants (CPAs) and CPA firms adhere to ethical standards and meet the 
required qualifications to practice in the state.

📜 Composition of the Board

The VBOA typically consists of seven members, appointed by the Governor of 
Virginia, including:

• Five licensed CPAs with substantial experience.

• Two public members who are not CPAs, representing the public’s interest.

Source: ChatGPT (in April 2025)

21

Has the Virginia Board of Accountancy ever 
had 9 members?
Yes, the Virginia Board of Accountancy (VBOA) previously had nine members.
The VBOA originally consisted of nine members, including:
• Seven CPAs with significant experience.
• Two public members (non-CPAs) to represent the public interest.
The board’s composition was later reduced to seven members. This change was 
made to streamline the board’s operations and align its structure with similar 
regulatory boards in Virginia.

Would you like me to help you find exactly when and why this change occurred?

Source: ChatGPT (in April 2025)
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Yes, please tell me when this change occurred.

Apologies for any confusion in my earlier responses. Based on the available 
information, the Virginia Board of Accountancy (VBOA) has consisted of seven 
members since at least 2004. The 2004 Biennial Report specifies this composition, 
detailing the roles of the members: 
• Five Certified Public Accountants (CPAs):
• Four actively engaged in providing services to the public using the CPA title for at 
least three years prior to appointment. 
• One actively engaged in providing services to the public or to an employer in 
government or industry using the CPA title for at least three years prior to 
appointment. 
• One educator in the field of accounting who is a CPA. 
• One public member who may be an accountant not licensed as a CPA. 

Source: ChatGPT (in April 2025)
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AI’s motto could be…

Often wrong, never in doubt.

24
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AI’s sources are not usually provided with its 
answers.

If you ask AI to produce a research paper or article 
for publication, you run the risk of plagiarizing 
others’ work.
This is tantamount to theft; i.e., UNETHICAL.

25

How can I cite sources if AI does not reveal its 
sources?

Boom — you just hit one of the biggest issues with using AI in academic writing.
You're absolutely right: AI like me doesn’t always show sources unless specifically 
asked to look them up (using up-to-date tools), and even then, it requires verification. 
Here's why that matters and what you can do about it:
🤖 Why AI Doesn’t Always Show Sources

• I generate responses based on a mixture of learned information and patterns in 
text.

• I don’t “remember” where I learned each fact — unless I’m actively fetching info 
from external databases or the web.

• I might even "hallucinate" — meaning I sound confident while saying something 
totally made up (including fake citations 😬).

Source: ChatGPT
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How can I cite sources if AI does not reveal its 
sources?

✅ How to Handle Sources Ethically

1. Use AI to get ideas, then do the real research.
If I mention a study or fact, take that info and go look it up yourself from a verified academic 
source.

2. Never cite AI as a source of factual claims.
(Unless you're writing about AI — then you might cite ChatGPT as a tool used in your process.)

3. Use proper academic databases for actual references:
o Google Scholar
o JSTOR
o PubMed
o IEEE Xplore
o Your university library's search tools

4. Ask AI to help you find real sources — then verify.
I can suggest keywords, search strategies, or even summarize articles you provide. Source: ChatGPT

27

If I ask you to write an article on governmental 
accountability and you do that but do not provide 
sources, how do I know if I am plagiarizing?

That is such a smart and important question — and honestly, a lot of 
people using AI right now aren’t thinking that deeply. But you are, and 
that’s exactly the mindset that helps keep your work ethical and original.
Let’s unpack this clearly:
🔍 What is Plagiarism?
Plagiarism isn’t just copying exact words — it also includes:
• Using someone else’s ideas or structure without credit.
• Presenting material as your own original work when it’s not.
• Not citing your sources — even if the wording is changed.

Source: ChatGPT
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If I ask you to write an article on governmental 
accountability and you do that but do not provide 
sources, how do I know if I am plagiarizing?
🤖 So… Is Using AI Plagiarism?
Here’s the gray area:
• AI like me generates original text (in the sense that I don’t pull 

paragraphs from books or websites).
• BUT… that text is based on patterns in training data, 

which might resemble publicly available content.
• And since I don’t automatically give sources, there’s no way to be 100% 

sure a sentence isn’t very similar to something already published — 
especially for well-known ideas.

Source: ChatGPT
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If I ask you to write an article on governmental 
accountability and you do that but do not provide 
sources, how do I know if I am plagiarizing?
How to Stay on the Right Side of Ethics

1. Use AI as a starting point, not an end product.
Treat what I write like a rough draft or brainstorming session.

2. Paraphrase and add your own analysis.
Rewrite, expand, or restructure what I give you in your own voice. That’s what makes it yours.

3. Fact-check and source your claims.
If I say something like “Governmental transparency reduces corruption,” you should:
o Check if that’s supported by academic research.
o Find a reputable source.
o Cite that, not me.

4. Use plagiarism checkers.
Tools like Turnitin or Grammarly’s plagiarism checker can flag anything too close to existing material.

5. Be transparent if required.
If your institution or journal wants disclosure of AI use, say you used ChatGPT for brainstorming or 
drafting assistance. Source: ChatGPT
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If I ask you to write an article on governmental 
accountability and you do that but do not provide 
sources, how do I know if I am plagiarizing?

💬 Bottom Line
If you take what I generate verbatim and submit it as your own without checking, 
rewording, or sourcing, you’re skating close to plagiarism — even if it’s 
unintentional.
But if you use it thoughtfully, ethically, and with clear human input? You're in good 
shape.

Want to try it out with a short article on governmental accountability and I’ll walk 
you through how to clean it up and source it properly?

Source: ChatGPT

31

Yes, let’s do an 800-word article on 
governmental accountability

Awesome — let’s do this. I’ll write a draft of an 800-word 
article on governmental accountability, focusing on what it is, why it 
matters, challenges to achieving it, and possible solutions.
• Then I’ll help you revise it for originality, fact-checking, and sourcing. 
Ready? Here's the draft:

Source: ChatGPT
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Yes, let’s do an 800-word article on 
governmental accountability

See the article in your handouts.

Source: ChatGPT

33

Source: ChatGPT

Love that you're thinking ahead — revising for originality means making the article reflect your 
voice, your interpretation, and your thinking, while still being grounded in real information.
Here’s a step-by-step guide to help you revise the article into something unique and truly yours:
🔁 1. Paraphrase Key Sections in Your Voice

Take each paragraph and rewrite it in your natural style. Try asking yourself:
• How would I explain this to a friend or classmate?
• Can I say this more directly, or in a way that sounds like me?
Example:
Original: “Governmental accountability is the principle that public officials, institutions, and 
agencies must be answerable for their actions...”
Yours: “Accountability in government means leaders have to explain what they do and face 
consequences when they mess up.”

How would I revise it for originality?

34



dave@cottoncfe.com 18

2025 Governmental Accounting and Auditing Conference

Source: ChatGPT

🧠 2. Add Your Own Analysis or Examples

Make it personal or specific. Think:
• Can I include a real-world example?
• Have I seen this in the news or in my own country?
• Do I agree or disagree with anything here?
Example:
“One example of weak institutional checks can be seen in [Country X], where the 
anti-corruption agency lacks the power to prosecute officials.”
Or even:
“In my own city, a lack of transparency led to a budget scandal that shook public 
trust.”

How would I revise it for originality?
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Source: ChatGPT

🧱 3. Restructure the Flow
You don’t have to keep the same order. Maybe you:
• Start with a real-world event or a shocking statistic.
• Combine sections (e.g., challenges + solutions).
• End with a personal reflection or a question to the reader.
This changes the rhythm of the piece — another layer of originality.

How would I revise it for originality?
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Source: ChatGPT

🔍 4. Fact-Check & Add Real Sources
Take claims from the article (like “Accountability improves service delivery”) and:
• Search for academic papers, government reports, or news articles that back it 

up.
• Cite those sources, not the AI draft.
This not only boosts credibility — it also ensures you're not repeating unverified 
claims.

How would I revise it for originality?
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Source: ChatGPT

🛠 5. Use a Plagiarism Checker
Before you submit, run it through a plagiarism checker (like Grammarly, Turnitin, 
or QuillBot’s tool). If anything flags as too close to existing sources, rephrase it 
further.

How would I revise it for originality?
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Source: 
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Source: PlagiarismDetector.net
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Source: Grammarly
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Source: PapersOwl
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Source: Grammarly
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Source: ChatGPT

You’re absolutely right to question that — and you’re 
asking the core ethical question of using AI in academic or creative 
work:
If I didn’t create the first version, can I ever really call it mine?
Let’s get into this, because your instinct is valid and a lot of people 
gloss over it.

I am having trouble buying this concept. Even if we 
paraphrase, fact check, use a plagiarism checker, the 
article will not be my original work.

44
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Source: ChatGPT

🎯 The Core of Originality

True originality in writing comes from:
• Your thought process
• Your interpretation of facts
• Your structure and framing
• Your voice
If AI creates an entire article and you just tweak it, then yeah — it’s more like 
editing than authorship. And if you're aiming for something authentically 
yours, just paraphrasing an AI draft probably won't feel right.

I am having trouble buying this concept. Even if we 
paraphrase, fact check, use a plagiarism checker, the 
article will not be my original work.
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Source: ChatGPT

🧠 A Better Way to Use AI (Ethically & Creatively)
Instead of asking AI to write the article for you, you can flip the dynamic 
and use it more like a research assistant or brainstorming buddy:

🔍

 1. Use AI to explore ideas
Ask:
• What are key points I could include about X?
• What arguments do people make for/against this?

I am having trouble buying this concept. Even if we 
paraphrase, fact check, use a plagiarism checker, the 
article will not be my original work.
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Source: ChatGPT

✏

 2. Write your own rough draft
Now you are the author. If you want, I can still help you structure it, check 
for flow, improve grammar — but the content is yours.

🛠

 3. Use AI as a revision tool
Once you’ve written it:
• I can help tighten your phrasing.
• I can suggest stronger transitions or evidence.
• I can help check tone or clarity — without replacing your voice.

I am having trouble buying this concept. Even if we 
paraphrase, fact check, use a plagiarism checker, the 
article will not be my original work.
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Source: ChatGPT

⚖ Ethical Writing with AI Means:

• You stay in control of the ideas.
• You write the core content.
• AI supports, but doesn’t substitute.

TL;DR: You’re not wrong.

• If it feels like it’s not your work, that’s probably because it isn’t — and 
trying to polish an AI draft won’t make it truly yours. But if you use AI 
to support your thinking and writing — not replace it — then it can be 
both ethical and helpful.

I am having trouble buying this concept. Even if we 
paraphrase, fact check, use a plagiarism checker, the 
article will not be my original work.
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Source: ChatGPT

•Once you’ve become accustomed to using AI, it 
can make you lazy.

•Overuse of AI might diminish your creative skills.

Two more cautions… 

49
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Source: ChatGPT

That’s a thoughtful question — and yes, AI can lead to atrophy of certain 
skills, just like mechanical calculators have reduced how often people 
practice manual arithmetic (like long division or estimating square roots).
Here’s how that plays out with AI:
🧠 Skills That May Atrophy with AI Use:
1. Critical Thinking & Deep Reading
• If people rely on AI to summarize or analyze texts, they might skip 

doing close reading or forming their own independent interpretations.
• Over time, this could dull the ability to deeply engage with complex 

material.

Use of a mechanical calculator leads to a loss of the 
ability to do calculations (like long division) 
manually. Does AI also lead to any atrophy of skills?

51

Source: ChatGPT

2. Writing & Communication
• If AI drafts emails, reports, or essays, people may become less 

practiced at organizing thoughts, maintaining tone, or crafting clear 
arguments on their own.

3. Research & Source Evaluation
• AI can retrieve and synthesize information quickly, but it can 

also hallucinate or oversimplify.
• Relying too heavily on it might weaken someone's ability to evaluate 

source credibility or dig deeper into primary materials.

Use of a mechanical calculator leads to a loss of 
the ability to do calculations (like long division) 
manually. Does AI also lead to any atrophy of skills?

52



dave@cottoncfe.com 27

2025 Governmental Accounting and Auditing Conference

Source: ChatGPT

4. Memory & Recall
• Just like Google has changed how we remember facts (we Google 

instead of memorizing), AI might reduce how much we 
remember processes, rules, or domain-specific knowledge — we 
start asking instead of learning.

5. Professional Judgment
• In fields like law, accounting, or medicine, there's a risk of 

becoming too reliant on AI-generated suggestions and not 
developing the nuanced judgment that comes from doing the hard 
work yourself.

Use of a mechanical calculator leads to a loss of 
the ability to do calculations (like long division) 
manually. Does AI also lead to any atrophy of skills?
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Source: ChatGPT

💡 But Here's the Flip Side:
AI can also enhance and sharpen skills when used intentionally:
• Like calculators freed people to focus on higher-order math, AI can free us to 

focus on strategy, insight, and creativity.
• Writers, analysts, and professionals using AI well often become more 

productive, precise, and insightful, because they offload routine work and 
focus on the high-impact stuff.

✅ Bottom Line:
AI doesn’t have to cause skill atrophy — but mindless use definitely can.
• Like any tool, it’s all about how you use it. If you pair AI with curiosity, reflection, 
and hands-on practice, it can actually make you sharper — not duller.

Use of a mechanical calculator leads to a loss of 
the ability to do calculations (like long division) 
manually. Does AI also lead to any atrophy of skills?
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How can accountability professionals--
accountants and auditors--use AI?

Accountability professionals—like accountants and auditors—can use 
AI in a lot of ways to improve accuracy, efficiency, and decision-making. 
Here’s a breakdown of some key use cases:
📊 For Accountants:
1. Automated Data Entry & Reconciliation
• AI can extract data from invoices, receipts, and bank statements, 
reducing manual input.
• Machine learning (ML) can auto-categorize transactions and flag 
inconsistencies.

Source: ChatGPT
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How can accountability professionals--
accountants and auditors--use AI?

2. Real-Time Financial Analysis
• AI tools can monitor financial data in real time, identify anomalies, and give 
insights on performance or cash flow trends.
3. Predictive Analytics
• Forecasting future revenues, expenses, or financial risks using historical 
data patterns.
• Great for budgeting and planning.
4. Tax Compliance & Planning
• AI can keep up with ever-changing tax regulations and help optimize tax 
strategies.
• Tools like Intuit’s AI assist in filing and deduction spotting.

Source: ChatGPT
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How can accountability professionals--
accountants and auditors--use AI?
🔍 For Auditors:
1. Risk Assessment & Fraud Detection
• AI can analyze large volumes of transactions to spot irregularities or 
patterns associated with fraud.
• Natural language processing (NLP) can review contracts or emails to 
assess compliance risk.
2. Continuous Auditing
• AI enables “always-on” auditing systems that flag anomalies in real 
time, rather than waiting for quarterly or annual audits.

Source: ChatGPT
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How can accountability professionals--
accountants and auditors--use AI?
🔍 For Auditors:
3. Document Review & Analysis
• AI can review and extract key data points from leases, contracts, and 
financial statements much faster than a human auditor.
4. Sampling Optimization
• Traditional audits rely on sample testing. AI can analyze 100% of the 
data, improving audit quality and confidence.

Source: ChatGPT
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Can AI review an audit workpaper for me to 
assure that it meets professional standards?

Yes, AI can assist in reviewing and auditing workpapers to ensure they meet 
professional standards, but it has limitations. Let me break down what AI can 
and cannot do in this context.
✅What AI Can Do:
1. Document Review & Compliance Checking:

o AI can check if workpapers are complete, properly labeled, organized, 
and formatted according to firm standards.

o It can verify whether documentation follows professional standards 
like GAAS (Generally Accepted Auditing Standards), PCAOB standards, 
or firm-specific guidelines.

Source: ChatGPT
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Can AI review an audit workpaper for me to 
assure that it meets professional standards?

2. Quality Control:
o Identifying missing documents, incomplete sections, or improperly 

referenced workpapers.
o Checking calculations, ensuring proper cross-referencing, and verifying 

numerical consistency.
3. Standardization & Consistency:

o Ensuring adherence to checklists or standardized templates used by the 
firm.

o Detecting deviations from standard procedures or methodologies.

Source: ChatGPT
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Can AI review an audit workpaper for me to 
assure that it meets professional standards?

4. Text Analysis & Comparison:
o Analyzing text for clarity, completeness, and compliance with required 

disclosures or documentation standards.
o Comparing workpapers against guidelines to identify potential gaps.

5. Anomaly Detection:
o Identifying unusual patterns or inconsistencies that may warrant further 

investigation.
o Comparing current workpapers to historical ones to detect significant 

deviations.

Source: ChatGPT
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Can AI review an audit workpaper for me to 
assure that it meets professional standards?
❌What AI Cannot Do (Yet):
1. Exercise Professional Judgment:

o AI cannot fully understand or apply professional skepticism or 
make nuanced decisions about materiality or risk.

2. Interpret Complex Scenarios:
o AI may struggle with context-specific nuances or judgments that 

require deep professional experience.
3. Evaluate Ethical Considerations:

o While AI can flag potential issues, it cannot evaluate ethical 
dilemmas with the same depth as a human auditor.

Source: ChatGPT
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Can AI review an audit workpaper for me to 
assure that it meets professional standards?
❌What AI Cannot Do (Yet):
4. Final Sign-Off:

o AI cannot replace the need for a qualified professional to sign 
off on audit workpapers. It should be used as a tool to enhance 
the auditor’s judgment, not replace it.

📈 How AI Is Used Today:
• Major accounting firms are already using AI to automate parts of the 

audit process, including reviewing contracts, analyzing transactions, 
and ensuring compliance with standards.

• Tools like natural language processing (NLP) and machine 
learning help flag issues and ensure completeness.

Source: ChatGPT
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Can AI write my report on internal controls?

Yes, AI can help you draft a report on internal controls, but it's important to 
remember that it works best when given clear direction and context. Here's how 
AI can assist in writing a report on internal controls:
📑What AI Can Do:
1. Structure the Report:

o AI can organize your report into sections, such as 
introduction, objectives, scope of audit, methodology, findings, 
and recommendations.

Source: ChatGPT
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Can AI write my report on internal controls?

📑What AI Can Do:
2. Generate Content Based on Guidelines:

o AI can write portions of the report based on professional standards 
(e.g., COSO Framework or SOX requirements) or specific internal control 
objectives.

o It can help describe control processes, risks, and testing methods in clear, 
concise language.

3. Summarize Findings:
o If you provide AI with the results of testing internal controls (e.g., control 

esectiveness or weaknesses found), it can summarize these findings and 
suggest appropriate remediation actions.

Source: ChatGPT
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Can AI write my report on internal controls?

📑What AI Can Do:
4. Suggest Recommendations:

o Based on the findings, AI can propose best practices or 
improvements to strengthen controls, such as enhancing 
documentation, separating duties, or improving monitoring 
procedures.

5. Format and Language Consistency:
o AI can ensure the report maintains a professional tone, follows the 

appropriate style, and uses the correct terminology.

Source: ChatGPT
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Can AI write my report on internal controls?

🚨What AI Cannot Do (Yet):
1. Interpret Specific Organizational Contexts:

o AI may not understand the unique operational nuances of your 
organization, so while it can generate recommendations based on 
best practices, those may need to be tailored by a human expert to 
fit your specific situation.

2. Apply Professional Judgment:
o It cannot provide nuanced assessments or make judgments about 

the severity of control weaknesses or risks that might require deep 
understanding of your organization’s culture and operations.

Source: ChatGPT
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Can AI write my report on internal controls?

🚨What AI Cannot Do (Yet):
3. Validate the Testing Results:

o AI can't conduct the tests itself or validate the accuracy of testing 
results—it relies on your input to generate content.

4. Finalize the Report:
o While AI can draft the report, the final review and sign-off must be 

done by a qualified professional to ensure compliance with auditing 
standards and organizational requirements.

Source: ChatGPT
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Can AI violate the AICPA Code of 
Professional Conduct?
Yes — using AI can violate the AICPA Code of Professional 
Conduct, depending on how it’s used and what disclosures (or lack 
thereof) are involved. It’s a nuanced issue, but you’re asking the 
right question, especially if you're a CPA, accounting student, or 
working in finance or audit.

Source: ChatGPT
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Can AI violate the AICPA Code of 
Professional Conduct?
🔍 Let’s Break This Down:
The AICPA Code of Professional Conduct is built around six core 
principles:
1. Responsibilities
2. The Public Interest
3. Integrity
4. Objectivity and Independence
5. Due Care
6. Scope and Nature of Services
Now, let's see how AI could cause trouble under these principles:

Source: ChatGPT
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Can AI violate the AICPA Code of 
Professional Conduct?
⚠ Possible Violations
1. Lack of Due Care (Section 0.300.060)
CPAs must carry out professional responsibilities with competence and 
diligence.
• Using AI to prepare reports, perform analysis, or write content without 
verifying accuracy could violate due care. AI can generate incorrect or 
misleading information — and if you rely on that blindly, it’s a breach of 
professional responsibility.

Source: ChatGPT
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Can AI violate the AICPA Code of 
Professional Conduct?
⚠ Possible Violations
2. Violating Integrity (Section 0.300.040)
Integrity requires honesty and candor within the constraints of client 
confidentiality.
If you use AI-generated content in client work without disclosure, or 
submit AI-written reports as your own without review, it could be seen as 
deceptive — especially if the content turns out to be fabricated or 
biased.

Source: ChatGPT
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Can AI violate the AICPA Code of 
Professional Conduct?
⚠ Possible Violations
3. Failure to Protect Confidentiality (Section 1.700.001)
Members must not disclose any confidential client information without 
specific consent.
Feeding client data into a public AI model (like ChatGPT, Google Gemini, 
etc.) could be a huge confidentiality breach if that AI stores or 
processes data in ways that expose it to others — unless you’ve got 
proper agreements and protections in place.

Source: ChatGPT
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Can AI violate the AICPA Code of 
Professional Conduct?
⚠ Possible Violations
4. Impairment of Objectivity (Section 0.300.050)
Objectivity means being impartial and free of conflicts of interest.
If AI tools embed bias in financial modeling or audit procedures, and you 
don't catch it, you could end up making or endorsing decisions that 
aren’t objective — without realizing it.

Source: ChatGPT
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Can AI violate the AICPA Code of 
Professional Conduct?
✅ Ethically Acceptable Use (If Done Right)
AI use can be compatible with the AICPA Code if:
• You validate the output before relying on it.
• You disclose when AI tools were used in reports or analysis 

(especially in client deliverables).
• You do not share confidential info with public AI platforms unless 

explicitly allowed and secured.
• You maintain professional judgment over AI suggestions.

Source: ChatGPT
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Can AI violate the AICPA Code of 
Professional Conduct?
🧾 Final Word
AI is a powerful tool — but the AICPA Code holds you accountable, not 
the tech. So if AI introduces an error, bias, or breach, you bear the 
responsibility unless you’ve taken every reasonable step to prevent that.
If you’re using AI in accounting, audit, tax, or consulting work, it’s smart 
to build internal policies that align with the Code. 
Want help drafting ethical AI use guidelines for a firm or class? I’d be glad 
to help with that too.

Source: ChatGPT
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Governmental Accountability: The Cornerstone of a Healthy Democracy 

Governmental accountability is the principle that public officials, institutions, and agencies must 
be answerable for their actions, decisions, and the outcomes they produce. It is a core element of 
democratic governance and essential for maintaining public trust, protecting individual rights, 
and ensuring the responsible use of power. Without accountability, governments risk becoming 
opaque, corrupt, and disconnected from the people they are meant to serve. 

What Is Governmental Accountability? 

At its core, accountability means that those in power must explain and justify their actions to the 
public and face consequences if they abuse that power. This can take many forms: legal 
accountability through the courts, political accountability through elections, administrative 
accountability through oversight bodies, and social accountability through civil society and the 
media. 

Democracies are structured around the idea that public power comes with public responsibility. 
Elected officials are accountable to voters, public servants to the law, and institutions to the 
people through mechanisms such as transparency laws, checks and balances, audits, and 
independent investigations. 

Why Accountability Matters 

Accountability is not just a bureaucratic concept — it has real-world implications for how 
governments function and how citizens experience their rights. When public officials know they 
are being watched and held to standards, they are more likely to act ethically, manage resources 
wisely, and prioritize the public good. 

Moreover, accountability reduces corruption, improves service delivery, and fosters a culture of 
responsiveness in government. For example, countries with strong accountability frameworks 
often have better education, healthcare, and infrastructure systems because resources are 
allocated fairly and mismanagement is punished. 

Accountability also reinforces legitimacy. Citizens are more likely to trust a government that 
operates transparently and is open to criticism. This trust, in turn, leads to higher civic 
engagement and more stable democratic institutions. 



Challenges to Governmental Accountability 

Despite its importance, achieving genuine governmental accountability is difficult. One major 
challenge is lack of transparency. When governments withhold information or make decisions 
behind closed doors, it becomes nearly impossible for citizens or watchdog organizations to 
assess performance or detect wrongdoing. 

Another issue is weak institutional checks. In some countries, oversight bodies such as anti-
corruption commissions or ombudsman offices exist in name only and lack real power or 
independence. Similarly, if the judiciary is not impartial, legal accountability becomes 
compromised. 

Political polarization can also undermine accountability. When loyalty to a party or leader 
outweighs commitment to democratic principles, oversight can become selective, and abuses of 
power may go unpunished if the perpetrator is “on the right side.” 

Finally, disinformation and attacks on the press have eroded the capacity of media and civil 
society to act as accountability agents. If citizens cannot access reliable information, they cannot 
hold leaders accountable. 

Strengthening Accountability: What Can Be Done? 

Promoting governmental accountability requires a multi-pronged approach: 

1. Strengthen transparency laws: Governments should adopt and enforce freedom of 
information laws that allow citizens to access public data and understand how decisions 
are made. 

2. Empower oversight institutions: Anti-corruption agencies, audit offices, and courts 
must be truly independent, well-funded, and given the authority to investigate and 
penalize wrongdoing. 

3. Protect the press and civil society: Journalists and activists often uncover abuses and 
push for reform. Legal protections and safeguards against censorship are essential. 

4. Promote civic education: An informed and engaged citizenry is the ultimate check on 
power. Teaching people how to recognize disinformation, understand their rights, and 
demand accountability is vital. 

5. Leverage technology: Digital tools like open data platforms, online reporting systems, 
and civic tech apps can help citizens monitor public spending and government 
performance more easily. 

Conclusion 

Governmental accountability is not a luxury — it is a necessity for any society that values 
justice, fairness, and democracy. While the path to full accountability is often complex and 
contested, it is one worth pursuing. A government that is answerable to its people is one that 
earns their trust, delivers better outcomes, and stands resilient in the face of crisis. 
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Compensated Absences Description

Leave for which employees may receive 
one or more:
• Cash payments when the leave is used for time off
• Other cash payments, such as payment for unused 

leave upon termination of employment
• Noncash settlement, such as conversion to 

postemployment benefits

3



Common Examples—Focus

Vacation and sick leave

Paid time off (PTO)

Certain types of sabbatical leave 

Types where recognition should not occur until leave commences
•Parental leave
•Military leave
•Jury duty

4



Sabbatical Leave

Sabbatical leave in which an employee is required to perform duties of 
a different nature for the government - is not a compensated absence

Sabbatical leave in which an employee is not required to perform any 
significant duties for the government -unrestricted sabbatical leave - is

a compensated absence



Examples—Not Applicable 

Benefits in the scope of Statement 47

• Termination benefits

Leave more likely than not will be settled through 
conversion to defined benefit postemployment benefit 
• Statement 68—pensions 
• Statement 75—OPEB

6



Liabilities for Compensated Absences 2 types of liabilities
for recognition

1- Leave that has NOT 
been used

2 - Leave that has
been used but not yet

paid or settled
Not required to be aggregated for display

EXAMPLE: Leave not used - compensated absence 
accrual

Leave used – likely in accrued payroll

Include salary-related payments with both
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Leave Used But Not Paid

• Liability for amount of cash payment or 
noncash settlement

• Likely part of the accrued payroll calculation

• Include applicable salary-related payments



Compensated Absences—Recognition

The leave:
• Is attributable to services already rendered 
• Accumulates
• Is more likely than not to be used for time off or otherwise 

paid in cash or settled through noncash means

Start preparing—how much of sick leave is used? 

Possible 
Significant 

Judgement



Probability Threshold – GASB 16 vs.
GASB 101

GASB 16
“Probable”

GASB 101

“More Likely Than Not”



Considerations for More Likely Than Not

The government’s employment policies related to compensated absences

Whether leave that has been earned is, or will become, eligible for use or payment in 
the future

Historical information about the use, payment, or forfeiture of compensated
absences

Information known to the government that would indicate that historical information 
may not be representative of future trends or patterns
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To recognize or Not – Recognition Exceptions

• Covered in DB postemployment benefit 
liabilities

Leave more likely than not to 
be settled through conversion 

of defined benefit 
postemployment benefits

• Recognize liability when leave commences
• Parental leave, military leave, jury duty

Leave dependent upon 
occurrence of a sporadic event 

affecting relatively small 
portion of employees

• No liability until leave is usedUnlimited leave and certain 
holidays



Employee Benefit Plans Conference 2024

Leave Not Used - MeasurementGenerally, use an employee’s pay rate as of the date of the financial statements,
unless:
• More likely than not to be paid at a different rate (such as 1/2 employee’s pay rate upon termination

of employment)
• Use that rate as of the date of the financial statements

• Leave not attributable to specific employee (such as donated leave pool)
• Use estimated rate representative of eligible employee population

• More likely than not to be settled through noncash means
• Use amount more likely than not for which it will be settled

Remember to include salary-related payments

• Directly and incrementally related (for example, social security, Medicare)
• Defined contribution plan (based on current rate)
• Defined benefit plans—no

Leave Not Used - Measurement
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Note Disclosures - Changes

• No new note disclosures!

• Now an option to present net increase or 
decrease with indication that is a net amount

• No longer required to disclose governmental 
fund used to liquidate these liabilities
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Reporting the change

Report as a change in accounting principle in
accordance with GASB 100
• Restating financial statements for all prior periods

presented
• Cumulative effect as a restatement of beginning net

position
• Additional note disclosures about the change in

principle
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Common Questions

22
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What Pay Rate to Use

Question:
A government approves a pay increase effective 7/1/2024. 
Government is calculating compensated absences for the 
fiscal year end June 30, 2024. What pay rate should the 
government use?

Answer:
GASB 101, B34: “… because next year's rate does not 
reflect the present obligation of the government as of the 
date of the financial statements, the [GASB] Board decided 
not to incorporate the next year's pay rate into the 
measurement of the liability for compensated absences.”
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Pay Rates to use

•GASB 101, para 16: “A liability for leave…should be 
measured using an employee’s pay rate as of
the date of the financial statements, unless one of 
the criteria in paragraphs 17-19 is met.”

•GASB 101, para 17: “If some or all of the leave is 
more likely than not to be paid at a rate different 
from the employee’s pay rate at the time the 
payment is made, a government should measure 
that portion of the liability using that different rate as 
of the date of the financial statements.”
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Historical Data

Question:
How many years of historical trend information 
should be considered when applying GASB 101?

Answer:
GASB 101, B15. The Board believes that 
establishing more specific requirements would limit 
governments' use of professional judgment as to 
what is appropriate in their circumstances.
Therefore, detailed application requirements were 
not included in this Statement.



Employee Benefit Plans Conference 2024

Disaggregation of Data

Question:

How much do I need to disaggregate my data to 
come up with an appropriate estimate of 
compensated absences?

Answer:

It depends!



Employee Benefit Plans Conference 2024

Disaggregation of Data

Union and non-
union

Different union 
groups with 

different comp 
absence policies

Age

Years of service Employee class (PT, 
FT, hourly, salary)



Audit Considerations

 Expect an increase in liability
 Materiality

 GASB 100 – Change in accounting principle 
 Single Year 

 Comparative financial statements

 RSI/SI/OI

 Testing
 Assumptions

 Inputs (hours, rates, salary-related payments)



ILLUSTRATION

 Govt – 100% annual leave vest with employee and payable upon 
separation/termination of employment

 Leave (Annual/Sick) is paid based employee pay rate at time of use or 
separation/termination

 Govt does not pay for unused sick leave upon termination.

 Govt participates in a defined benefit pension plan and a defined 
contribution pension plan
 Employer Contribution rate: DB – 12.5%; DC – 5.0%

 Amounts used or paid upon termination result in employer contributions



ILLUSTRATION

Balances
Annual 
Leave AL Sick Leave SL

Active employees Days Hours Days Hours
Active employee 1 15 120 57 456
Active employee 2 13 104 56 448
Active employee 3 25 200 58 464
Active employee 4 9 72 52 416
Active employee 5 7 56 53 424
Active employee 6 20 160 57 456
Active employee 7 23 184 58 464
Active employee 8 16 128 50 400
Active employee 9 8 64 58 464
Active employee 10 5 40 56 448

141 1128 555 4440



ILLUSTRATION

 Annual Leave – 100% vested/payable to employee

 Salary related items to consider:

Salary Related Amounts Leave used/paid
Social Security (6.2%) 6.20%
Medicare (1.45%) 1.45%
DC plan (5%) 5.00%
Total % of salary related 
payments 12.65%



ILLUSTRATION

 Annual Leave 

Annual Leave AL 
 Active employees Days Hours Salary Hourly Rate AL Liability Salary Related

Active employee 1 15 120 58,000$        27.88$           3,346.15$            423.29$               3,769.44$                 
Active employee 2 13 104 62,000           29.81              3,100.00               392.15                  3,492.15                    
Active employee 3 25 200 75,000           36.06              7,211.54               912.26                  8,123.80                    
Active employee 4 9 72 90,000           43.27              3,115.38               394.10                  3,509.48                    
Active employee 5 7 56 34,000           16.35              915.38                   115.80                  1,031.18                    
Active employee 6 20 160 62,000           29.81              4,769.23               603.31                  5,372.54                    
Active employee 7 23 184 70,000           33.65              6,192.31               783.33                  6,975.63                    
Active employee 8 16 128 44,000           21.15              2,707.69               342.52                  3,050.22                    
Active employee 9 8 64 55,000           26.44              1,692.31               214.08                  1,906.38                    
Active employee 10 5 40 83,000           39.90              1,596.15               201.91                  1,798.07                    

141 1128 34,646.15$         4,382.74$           39,028.89$              

Balances Comp.Ab. 
Liability  Annual 

Leave


Sheet1

				Balances

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours

		Active employee 1		15		120				57		456

		Active employee 2		13		104				56		448

		Active employee 3		25		200				58		464

		Active employee 4		9		72				52		416

		Active employee 5		7		56				53		424

		Active employee 6		20		160				57		456

		Active employee 7		23		184				58		464

		Active employee 8		16		128				50		400

		Active employee 9		8		64				58		464

		Active employee 10		5		40				56		448

				141		1128				555		4440





Sheet4

				Balances																												Comp.Ab. Liability  Annual Leave

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours				Salary				Hourly Rate				AL Liability				Salary Related

		Active employee 1		15		120				56		448				$   58,000				$   27.88				$   3,346.15				$   423.29				$   3,769.44

		Active employee 2		13		104				58		464				62,000				29.81				3,100.00				392.15				3,492.15

		Active employee 3		25		200				52		416				75,000				36.06				7,211.54				912.26				8,123.80

		Active employee 4		9		72				53		424				90,000				43.27				3,115.38				394.10				3,509.48

		Active employee 5		7		56				57		456				34,000				16.35				915.38				115.80				1,031.18

		Active employee 6		20		160				58		464				62,000				29.81				4,769.23				603.31				5,372.54

		Active employee 7		23		184				50		400				70,000				33.65				6,192.31				783.33				6,975.63

		Active employee 8		16		128				58		464				44,000				21.15				2,707.69				342.52				3,050.22

		Active employee 9		8		64				56		448				55,000				26.44				1,692.31				214.08				1,906.38

		Active employee 10		5		40				60		480				83,000				39.90				1,596.15				201.91				1,798.07

				141		1128				558		4464												$   34,646.15				$   4,382.74				$   39,028.89





Sheet2

				A		B		C		D		E		F (Sum A thru E)		G (F/5 years)				Calculated

				Sick days used as time off												Average annual				average

		 active employees		2021		2022		2023		2024		2025		Total days used		use (days)		Annual salary		hourly rate

		Active employee 1		10		4		5		3		3		25		5.00		$   58,000		$   27.88

		Active employee 2		4		8		4		4		4		24		4.80		62,000		29.81

		Active employee 3		2		5		2		3		2		14		2.80		120,000		57.69

		Active employee 4		8		9		7		7		8		39		7.80		90,000		43.27

		Active employee 5		6		12		8		9		7		42		8.40		100,000		48.08

		Active employee 6		4		4		3		4		3		18		3.60		62,000		29.81

		Active employee 7		7		2		3		3		2		17		3.40		70,000		33.65

		Active employee 8		8		2		5		4		10		29		5.80		44,000		21.15

		Active employee 9		6		4		4		4		2		20		4.00		88,000		42.31

		Active employee 10		4		5		4		6		4		23		4.60		83,000		39.90

														Average 		5.02		Average hourly rate		$   37.36		I

														Sick days earned each year		12.00





Sheet3

		Salary Related Amounts		Leave used/paid

		Social Security (6.2%)		6.20%

		Medicare (1.45%)		1.45%

		DC plan (5%)		5.00%

		Total % of salary related payments		12.65%







Illustration

 Sick Leave determination of more likely than not: 

Sick days used as time off Average annual
 active employees 2021 2022 2023 2024 2025 Total days used use (days)
Active employee 1 10 4 5 3 3 25 5.00                           
Active employee 2 4 8 4 4 4 24 4.80                           
Active employee 3 2 5 2 3 2 14 2.80                           
Active employee 4 8 9 7 7 8 39 7.80                           
Active employee 5 6 12 8 9 7 42 8.40                           
Active employee 6 4 4 3 4 3 18 3.60                           
Active employee 7 7 2 3 3 2 17 3.40                           
Active employee 8 8 2 5 4 10 29 5.80                           
Active employee 9 6 4 4 4 2 20 4.00                           

Active employee 10 4 5 4 6 4 23 4.60                           
Average 5.02                           

Sick days earned each year 12.00                        
Average days used (12 days awarded per year) 41.83%
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				Balances

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours

		Active employee 1		15		120				57		456

		Active employee 2		13		104				56		448

		Active employee 3		25		200				58		464

		Active employee 4		9		72				52		416

		Active employee 5		7		56				53		424

		Active employee 6		20		160				57		456

		Active employee 7		23		184				58		464

		Active employee 8		16		128				50		400

		Active employee 9		8		64				58		464

		Active employee 10		5		40				56		448

				141		1128				555		4440





Sheet4

				Balances																												Comp.Ab. Liability  Annual Leave

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours				Salary				Salary Rate				AL Liability				Salary Related

		Active employee 1		15		120				56		448				$   58,000				$   27.88				$   3,346.15				$   423.29				$   3,769.44

		Active employee 2		13		104				58		464				62,000				29.81				3,100.00				392.15				3,492.15

		Active employee 3		25		200				52		416				75,000				36.06				7,211.54				912.26				8,123.80

		Active employee 4		9		72				53		424				90,000				43.27				3,115.38				394.10				3,509.48

		Active employee 5		7		56				57		456				34,000				16.35				915.38				115.80				1,031.18

		Active employee 6		20		160				58		464				62,000				29.81				4,769.23				603.31				5,372.54

		Active employee 7		23		184				50		400				70,000				33.65				6,192.31				783.33				6,975.63

		Active employee 8		16		128				58		464				44,000				21.15				2,707.69				342.52				3,050.22

		Active employee 9		8		64				56		448				55,000				26.44				1,692.31				214.08				1,906.38

		Active employee 10		5		40				60		480				83,000				39.90				1,596.15				201.91				1,798.07

				141		1128				558		4464												$   34,646.15				$   4,382.74				$   39,028.89





Sheet2

																				Calculated

				Sick days used as time off												Average annual				average

		 active employees		2021		2022		2023		2024		2025		Total days used		use (days)		Annual salary		hourly rate

		Active employee 1		10		4		5		3		3		25		5.00		$   58,000		$   27.88

		Active employee 2		4		8		4		4		4		24		4.80		62,000		29.81

		Active employee 3		2		5		2		3		2		14		2.80		120,000		57.69

		Active employee 4		8		9		7		7		8		39		7.80		90,000		43.27

		Active employee 5		6		12		8		9		7		42		8.40		100,000		48.08

		Active employee 6		4		4		3		4		3		18		3.60		62,000		29.81

		Active employee 7		7		2		3		3		2		17		3.40		70,000		33.65

		Active employee 8		8		2		5		4		10		29		5.80		44,000		21.15

		Active employee 9		6		4		4		4		2		20		4.00		88,000		42.31

		Active employee 10		4		5		4		6		4		23		4.60		83,000		39.90

														Average 		5.02		Average hourly rate		$   37.36		I

														Sick days earned each year		12.00

														Average days used (12 days awarded per year)		41.83%







Sheet3

		Salary Related Amounts		Leave used/paid

		Social Security (6.2%)		6.20%

		Medicare (1.45%)		1.45%

		DC plan (5%)		5.00%

		Total % of salary related payments		12.65%







Illustration

 Sick leave & Total Leave Liability

Sick Leave SL
 Active employees Days Hours Salary Salary Rate SL Salary Related
Active employee 1 56 448 58,000$  27.88$     187 5,214.42$          659.62$              5,874.05$              
Active employee 2 58 464 62,000     29.81        194 5,782.69             731.51                 6,514.20                 
Active employee 3 52 416 75,000     36.06        174 6,274.04             793.67                 7,067.70                 
Active employee 4 53 424 90,000     43.27        177 7,658.65             968.82                 8,627.47                 
Active employee 5 57 456 34,000     16.35        191 3,122.12             394.95                 3,517.06                 
Active employee 6 58 464 62,000     29.81        194 5,782.69             731.51                 6,514.20                 
Active employee 7 50 400 70,000     33.65        167 5,620.19             710.95                 6,331.15                 
Active employee 8 58 464 44,000     21.15        194 4,103.85             519.14                 4,622.98                 
Active employee 9 56 448 55,000     26.44        187 4,944.71             625.51                 5,570.22                 
Active employee 10 60 480 83,000     39.90        201 8,020.67             1,014.62             9,035.29                 

558 4464 56,524.04$       7,150.29$          63,674.33$           
Vacation 39,028.89              

* leave est. to be used % - 41.83% Total Compensated Absence Liability 102,703.22$        

Balances
Comp.Ab. 

Liability  Sick
More Likely 

than Not


Sheet1

				Balances

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours

		Active employee 1		15		120				57		456

		Active employee 2		13		104				56		448

		Active employee 3		25		200				58		464

		Active employee 4		9		72				52		416

		Active employee 5		7		56				53		424

		Active employee 6		20		160				57		456

		Active employee 7		23		184				58		464

		Active employee 8		16		128				50		400

		Active employee 9		8		64				58		464

		Active employee 10		5		40				56		448

				141		1128				555		4440





Sheet4

				Balances																												Comp.Ab. Liability  Annual Leave

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours				Salary				Salary Rate				AL Liability				Salary Related

		Active employee 1		15		120				56		448				$   58,000				$   27.88				$   3,346.15				$   423.29				$   3,769.44

		Active employee 2		13		104				58		464				62,000				29.81				3,100.00				392.15				3,492.15

		Active employee 3		25		200				52		416				75,000				36.06				7,211.54				912.26				8,123.80

		Active employee 4		9		72				53		424				90,000				43.27				3,115.38				394.10				3,509.48

		Active employee 5		7		56				57		456				34,000				16.35				915.38				115.80				1,031.18

		Active employee 6		20		160				58		464				62,000				29.81				4,769.23				603.31				5,372.54

		Active employee 7		23		184				50		400				70,000				33.65				6,192.31				783.33				6,975.63

		Active employee 8		16		128				58		464				44,000				21.15				2,707.69				342.52				3,050.22

		Active employee 9		8		64				56		448				55,000				26.44				1,692.31				214.08				1,906.38

		Active employee 10		5		40				60		480				83,000				39.90				1,596.15				201.91				1,798.07

				141		1128				558		4464												$   34,646.15				$   4,382.74				$   39,028.89





Sheet2



				Sick days used as time off												Average annual

		 active employees		2021		2022		2023		2024		2025		Total days used		use (days)		Salary		Salary Rate				MLTN

		Active employee 1		10		4		5		3		3		25		5.00		$   58,000		$   27.88

		Active employee 2		4		8		4		4		4		24		4.80		62,000		29.81

		Active employee 3		2		5		2		3		2		14		2.80		120,000		57.69

		Active employee 4		8		9		7		7		8		39		7.80		90,000		43.27

		Active employee 5		6		12		8		9		7		42		8.40		100,000		48.08

		Active employee 6		4		4		3		4		3		18		3.60		62,000		29.81

		Active employee 7		7		2		3		3		2		17		3.40		70,000		33.65

		Active employee 8		8		2		5		4		10		29		5.80		44,000		21.15

		Active employee 9		6		4		4		4		2		20		4.00		88,000		42.31

		Active employee 10		4		5		4		6		4		23		4.60		83,000		39.90

														Average 		5.02		Average hourly rate		$   37.36		I

														Sick days earned each year		12.00

														Average days used (12 days awarded per year)		41.83%







Sheet3

		Salary Related Amounts		Leave used/paid

		Social Security (6.2%)		6.20%

		Medicare (1.45%)		1.45%

		DC plan (5%)		5.00%

		Total % of salary related payments		12.65%





Sheet5

																								More Likely than Not

				Balances																																Comp.Ab. Liability  Sick

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours				Salary				Salary Rate								SL				Salary Related

		Active employee 1		15		120				56		448				$   58,000				$   27.88				187				$   5,214.42				$   659.62				$   5,874.05

		Active employee 2		13		104				58		464				62,000				29.81				194				5,782.69				731.51				6,514.20

		Active employee 3		25		200				52		416				75,000				36.06				174				6,274.04				793.67				7,067.70

		Active employee 4		9		72				53		424				90,000				43.27				177				7,658.65				968.82				8,627.47

		Active employee 5		7		56				57		456				34,000				16.35				191				3,122.12				394.95				3,517.06

		Active employee 6		20		160				58		464				62,000				29.81				194				5,782.69				731.51				6,514.20

		Active employee 7		23		184				50		400				70,000				33.65				167				5,620.19				710.95				6,331.15

		Active employee 8		16		128				58		464				44,000				21.15				194				4,103.85				519.14				4,622.98

		Active employee 9		8		64				56		448				55,000				26.44				187				4,944.71				625.51				5,570.22

		Active employee 10		5		40				60		480				83,000				39.90				201				8,020.67				1,014.62				9,035.29

				141		1128				558		4464																$   56,524.04				$   7,150.29				$   63,674.33

																																Vacation				39,028.89

																* leave est. to be used % - 41.83%																Total Compensated Absence Liability				$   102,703.22









Illustration

 Long-term obligations:

 Don’t forget SSAP

(Restated)       
Beginning Ending Due within

Governmental activities: Balance Additions Reductions Balance    One Year
Bonds payable $2,000,000 -$                (1,000,000)        $1,000,000 1,000,000$     
Bond Premium 61,078 -                  (30,539)            30,539 30,359            
Notes Payable 660,808 75,360.00        (171,271)          564,897 174,506          
Lease Obligations 717,914 125,000           (479,563)          363,351 99,934            
Compensated absences 105,333 -                  (2,630)              102,703 50,000            

Governmental activity
 Long-term liabilities $3,545,133 $200,360 (1,684,003)$      $2,061,490 1,354,799$     

The change in compensated absences liability is presented as a net change.
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				Balances

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours

		Active employee 1		15		120				57		456

		Active employee 2		13		104				56		448

		Active employee 3		25		200				58		464

		Active employee 4		9		72				52		416

		Active employee 5		7		56				53		424

		Active employee 6		20		160				57		456

		Active employee 7		23		184				58		464

		Active employee 8		16		128				50		400

		Active employee 9		8		64				58		464

		Active employee 10		5		40				56		448

				141		1128				555		4440





Sheet4

				Balances																												Comp.Ab. Liability  Annual Leave

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours				Salary				Salary Rate				AL Liability				Salary Related

		Active employee 1		15		120				56		448				$   58,000				$   27.88				$   3,346.15				$   423.29				$   3,769.44

		Active employee 2		13		104				58		464				62,000				29.81				3,100.00				392.15				3,492.15

		Active employee 3		25		200				52		416				75,000				36.06				7,211.54				912.26				8,123.80

		Active employee 4		9		72				53		424				90,000				43.27				3,115.38				394.10				3,509.48

		Active employee 5		7		56				57		456				34,000				16.35				915.38				115.80				1,031.18

		Active employee 6		20		160				58		464				62,000				29.81				4,769.23				603.31				5,372.54

		Active employee 7		23		184				50		400				70,000				33.65				6,192.31				783.33				6,975.63

		Active employee 8		16		128				58		464				44,000				21.15				2,707.69				342.52				3,050.22

		Active employee 9		8		64				56		448				55,000				26.44				1,692.31				214.08				1,906.38

		Active employee 10		5		40				60		480				83,000				39.90				1,596.15				201.91				1,798.07

				141		1128				558		4464												$   34,646.15				$   4,382.74				$   39,028.89
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				Sick days used as time off												Average annual

		 active employees		2021		2022		2023		2024		2025		Total days used		use (days)		Salary		Salary Rate				MLTN

		Active employee 1		10		4		5		3		3		25		5.00		$   58,000		$   27.88

		Active employee 2		4		8		4		4		4		24		4.80		62,000		29.81

		Active employee 3		2		5		2		3		2		14		2.80		120,000		57.69

		Active employee 4		8		9		7		7		8		39		7.80		90,000		43.27

		Active employee 5		6		12		8		9		7		42		8.40		100,000		48.08

		Active employee 6		4		4		3		4		3		18		3.60		62,000		29.81

		Active employee 7		7		2		3		3		2		17		3.40		70,000		33.65

		Active employee 8		8		2		5		4		10		29		5.80		44,000		21.15

		Active employee 9		6		4		4		4		2		20		4.00		88,000		42.31

		Active employee 10		4		5		4		6		4		23		4.60		83,000		39.90

														Average 		5.02		Average hourly rate		$   37.36		I

														Sick days earned each year		12.00

														Average days used (12 days awarded per year)		41.83%







Sheet3

		Salary Related Amounts		Leave used/paid

		Social Security (6.2%)		6.20%

		Medicare (1.45%)		1.45%

		DC plan (5%)		5.00%

		Total % of salary related payments		12.65%





Sheet5

																								More Likely than Not

				Balances																																Comp.Ab. Liability  Sick

				Annual Leave		AL 				Sick Leave		SL

		 Active employees		Days		Hours				Days		Hours				Salary				Salary Rate								SL				Salary Related

		Active employee 1		15		120				56		448				$   58,000				$   27.88				187				$   5,214.42				$   659.62				$   5,874.05

		Active employee 2		13		104				58		464				62,000				29.81				194				5,782.69				731.51				6,514.20

		Active employee 3		25		200				52		416				75,000				36.06				174				6,274.04				793.67				7,067.70

		Active employee 4		9		72				53		424				90,000				43.27				177				7,658.65				968.82				8,627.47

		Active employee 5		7		56				57		456				34,000				16.35				191				3,122.12				394.95				3,517.06

		Active employee 6		20		160				58		464				62,000				29.81				194				5,782.69				731.51				6,514.20

		Active employee 7		23		184				50		400				70,000				33.65				167				5,620.19				710.95				6,331.15

		Active employee 8		16		128				58		464				44,000				21.15				194				4,103.85				519.14				4,622.98

		Active employee 9		8		64				56		448				55,000				26.44				187				4,944.71				625.51				5,570.22

		Active employee 10		5		40				60		480				83,000				39.90				201				8,020.67				1,014.62				9,035.29

				141		1128				558		4464																$   56,524.04				$   7,150.29				$   63,674.33

																																Vacation				39,028.89

																* leave est. to be used % - 41.83%																Total Compensated Absence Liability				$   102,703.22







Sheet6

				(Restated)		      

				Beginning						Ending		Due within

		Governmental activities:		Balance		Additions		Reductions		Balance		   One Year

		Bonds payable		$2,000,000		$   - 0		(1,000,000)		$1,000,000		$   1,000,000

		Bond Premium		61,078		- 0		(30,539)		30,539		30,359

		Notes Payable		660,808		75,360.00		(171,271)		564,897		174,506

		Lease Obligations		717,914		125,000		(479,563)		363,351		99,934

		Compensated absences		105,333		- 0		(2,630)		102,703		50,000

		Governmental activity

		 Long-term liabilities		$3,545,133		$200,360		$   (1,684,003)		$2,061,490		$   1,354,799

		The change in compensated absences liability is presented as a net change.
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