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Accounting 
Issues

ONE PERSON’S BORING 
SET OF TOPICS IS 
ANOTHER PERSON’S 
TREASURE TROVE OF 
EXCITEMENT
PICK YOUR CAMP
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Will There Ever Come A Time When 
GASB Puts Its Pencil/Hammer Down?

 Answer is simple—No

 When all assets and all liabilities have been recognized
 When all relevant details and explanations are provided
 When all standards meet user needs and are cost-beneficial
 When governments stop creating or participating in new transactions

 In other words, not in my lifetime
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What Else Is Out There?

 Old, old literature
 The reaches of fair value
 The fate of contingencies
 The void between financial and capital resources
 Natural resources—a recently added IPSASB project
 Timeliness of financial reporting—laws or user demands
 Service efforts and accomplishments—one day, its time will come
 The known, knowns; the known, unknowns; and the unknown, unknowns

4



Old, Old Literature

 The financial reporting model is the bright and shiny object (and certainly 
important), but revenue and expense recognition will have set the table for 
future standards that are outside its scope
 NCGA Statement 4—Contingencies (discuss later)

 GASB Statement 6—Special assessments

 GASB Statement 7—Advance refundings (and siblings—Statements 23 and 86)

 GASB Statement 10—Risk financing (discuss later)

 GASB Statement 18—Landfill closures

 GASB Statement 62—the really old stuff, including regulated industries

 Has NCGA Statement 1 served its purpose?
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Role of Fair Value

 Only two true measurement focuses and bases of accounting
 Cash and fair value

 Enron temporarily slowed the fair value train in the private sector
 Except for broad and deep markets, fair values are hypothetical

 The difficult assets—is fair value the answer?
 Cryptocurrencies—yes

 Other forms of intangible assets—rights (governments can create rights)

 Relevance versus other qualitative characteristics
 What is relevant in the private sector may not be in the public sector
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Contingencies—Who Says that 
Accounting is Neutral?

 FASB Statement 5 (March 1975—effective June 30, 1976) begat 
 NCGA Statement 4 (August 1982)
 GASB Statement 10 (November 1989)
 GASB Statement 30 (February 1996)

 Inherent bias
 Recognition of contingent liabilities, but not contingent assets

 Some expected big changes in the private sector with the release of FASB 
Concepts Statement 7 in 2000
 Nothing major happened, but FASB Concepts Statement 8 may change that
 Will FASB Statement 5 ever die?
 Problem is the on/off switch—or is it?
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In the Meantime—What We Have Is a 
Mess

 We know the terms, but what do they really mean?
 Probable

 Reasonably possible

 Remote

 Pensions and OPEB—probability-based
 FASAB—more likely than not

 Don Chapin influence

 Statement 48—a little of this and a little of that
 Probability-based, with triggers

 The pendulum swings again—but which way?
 Reasonably certain—Leases and its siblings
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Differential 
Reporting
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No 
Controversy 
Here



What is Differential Reporting?

 Large versus small governments—should there be differences in accounting and financial reporting?
 If yes, who should establish those differences?
 Should there be a GAAP lite?
 What is large and what is small?

 Small populations with large budgets

 Utilities

 SEC in the private sector
 Clearly delineates the publicly-traded companies from private companies, but still will provide carve 

outs in very limited circumstances for very small public-traded companies—disclosures.
 Private Company Council was a compromise

 Public sector
 GASB first explored differential reporting in the 1980s
 IPSASB recently added the topic to its technical agenda (different animal)
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Differential Reporting in GAAP

 Potential Solutions
 GAAP reporting required in the private sector when public debt is issued

 Some have asked why are governments allowed to be less transparent?

 Simple as a stop light or a Dollar General?

 GASB has dipped its toe
 Infrastructure—Phase 3

 Other postemployment benefits—alternative measurement method

 Effective dates

 Primarily a State issue
 Primarily based on population

 Regulatory reporting is not GAAP (adverse opinion—saved GASB)

 If the GASB is going to remain independent and maintain its credibility, it needs to be the sole 
GAAP standards setter for state and local governments
 That credibility and trust is not a right—it is a privilege that needs to continue to be earned

11



More Political 
Stuff

ESG 
ANOTHER REAL 
HOT POTATO?

12



What Is ESG?

Environmental
Social
Governance
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Who Are the Players in the ESG World?

 Welcome t               The World of Alphabet Soup
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SEC Proposal—Focused on E and G

 The registrant’s governance of climate-related risks and relevant risk management processes; 
 For registrants that already conduct scenario analysis, have developed transition plans, or publicly 

set climate-related targets or goals
 Certain disclosures to enable investors to understand those aspects of the registrants’ climate risk 

management.

 How any climate-related risks identified by the registrant have had or are likely to have a material 
impact on its business and consolidated financial statements, which may manifest over the short-, 
medium-, or long-term;

 How any identified climate-related risks have affected or are likely to affect the registrant’s strategy, 
business model, and outlook; and

 Impact of climate-related events (severe weather events and other natural conditions) and 
transition activities on the line items of a registrant’s consolidated financial statements, as well as 
on the financial estimates and assumptions used in the financial statements.

15



SEC Proposal—The Scope Disclosures and 
Effective Dates

 The proposed rules also would require disclosure of information about registrant’s:
 Scope 1—direct greenhouse gas (GHG) emissions
 Scope 2—indirect emissions from purchased electricity or other forms of 

energy. 
 Scope 3—GHG emissions from upstream and downstream activities in its value 

chain, if material or if the registrant has set a GHG emissions target or goal that 
includes Scope 3 emissions.

 Effective Dates
 Scope 1 and 2 starting in 2023 for large-accelerated filer—limited assurance on 

scope 1 and 2 in 2024 and reasonable assurance in 2025
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Why Does This Matter to 
Governments?

 Based on current proposals

 Unless the SEC backs off, Scope 2 information will need to be provided by public utilities

 State requirements—may see some States consider embracing an SEC-like proposal and 
others specifically opposing it

 Link to financial statements

 Risks and uncertainties

 Pollution remediation obligations

 Asset retirement obligations

 Emissions credits/allowances

 User driven

 Only the future will tell—NFMA conference—ESG focus of the first day
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Capacity Issues
HAVE WE PASSED 
THE BREAKING 
POINT?
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Yes

 Problem is beyond competition for resources—few can obtain 
or have hope of obtaining/retaining the optimal level of 
resources  

 Outsourcing
 Accounting
 Financial reporting
 Auditing—both internal and external

 Some believe that differential reporting and other forms of 
relief the only answer—lower the bar (everybody gets a trophy) 
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No—But, the Window is Closing

 Same problem—few can obtain obtaining/retaining 
resources  

 Governmental accounting and auditing infrastructure—the 
pipeline has long been neglected.
 Like infrastructure, it needs to be quickly rebuilt

 Of course—Nothing helps to cure a capacity problem like a 
recession or technology
 Technology certainly will assist, but may not be the ultimate 

answer—still need the human element
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How To Rebuild the Pipeline—
Governmental Accounting Institute 

 Professors and students—chicken and egg
 No professors—no opportunities for students

150 hour dream has turned into a nightmare
 No students—no classes; no need for professors
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Professors

 Where Are the Elite Professors?
 Potential candidates are not 

 Breaking down doors to become accounting PhDs

 Even looking for the door when it comes to governmental accounting and 
auditing

 Solution—Create demand
 Scholarships for PhD candidates with an interest in governmental accounting and 

auditing

 Grants to support publishable research on governmental accounting and auditing

 Development of data sets.  Without data, research has yet one more major hurdle to 
overcome
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Students

 Where are the students?

 Potential candidates are not 
 Breaking down doors to become accounting majors

 Even looking for the door when it comes to governmental accounting and auditing

 Solution—Create demand

 Scholarships for students with an interest in governmental accounting and 
auditing

 Take a page from sports—begin recruiting at the high school level
 Diversity—urban schools—is a needed start

 Needs to be broader

 Starts with financial literacy, but cannot end there. Government is cool.
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Speaking of Demand—Where Are The 
Users?

 General apathy when it comes to GAAP reporting—Vicious circle
 Reports are not timely, so few care.
 Few care, so little willingness to devote resources to timely reporting

 First step—shine a light on the golden nuggets of information contained in 
GAAP reports through training for elected and appointed government 
officials
 Not an easy task—will take more than green-eyeshade accountants
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Who Should Assume That 
Responsibility?

 University
 At least one university is interested
 Is the university/endowment approach the best alternative?
 Rome was not built in a day, but if it takes five years to truly 

begin building the pipeline, will those that earlier answered it 
is not too late be proven wrong?

 If the tipping point is closer, what is the solution?
 If you build it, will they come?  We have to try.
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Questions and 
Comments
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