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Free CPE! Two Hours!

To register: http://bit.ly/42G2Tw9 

http://bit.ly/42G2Tw9
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Statement 101 Effective Date & Transition

• FYEs December 31, 2024; June 30, 2025; September 30, 2025
• Earlier application is encouraged

Effective for fiscal years beginning after December 15, 
2023, and all reporting periods thereafter

At transition, report as a change in accounting principle 
in accordance with Statement 100
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Key Differences in the New Standards
Provisions Statement 16 Statement 101
Types of leave Vacation and other non-

contingent leave; sick 
leave and other 
contingent leave

All forms of leave

Point of 
compensation

At the end of employment As used during employment 
and at the end of 
employment

Probability of 
compensation

Probable (likely to occur) More likely than not (greater 
than 50%)

Recognition 
approach(es)

Two options for sick leave; 
different approach for 
vacation

One general approach for all 
paid leave (with exceptions 
for practicality and cost-
benefit)

Disclosures Minimal Even less



CARR, RIGGS & INGRAM® CRIADV.COM    5 

More Comprehensive Definition Than Before

Compensated absences are leave for which 
employees receive:

Cash when leave is used

Other cash payments, such as upon termination

Noncash settlements

or

or
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Some Examples of Types of Paid Leave
Adverse weather leave

Annual leave

Bereavement leave

Bereavement leave – pets

Caregiving leave

Compensatory leave

Domestic violence leave

Election day (voting) leave

Floating holidays

Holiday leave 

Jury duty

Long-term disability leave

Medical leave

Military leave

Paid time off (PTO)

Parental leave

Personal leave

Religious observance

Sabbatical leave

Short-term disability leave

Sick leave

Study leave

Time off for protests

Time off in lieu (TOIL)

Unlimited leave

Vacation leave

Volunteer time off

Witness leave
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Documenting Leave Policies

Who holds and maintains documentation related to leave policies?

What types of documents contain the policies?

What is the status of recordkeeping and documentation?

What types of leave does the government provide and to 
which types of employees?

What are the provisions for carrying over leave? Can it be used 
during employment? Paid for at termination? Are there limitations 
on the balance or dollar amount?










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Excluded: Defined Benefit Pensions & OPEB

Leave that will be settled through conversion to 
defined benefit pensions or OPEB should not be 
recognized as a liability for compensated absences

Leave to be settled through conversion to defined 
benefit pensions or OPEB already is included in the 
measurement of the net pension liability and net 
OPEB liability
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Approaches to Liability Recognition

“General approach” — A liability for compensated absences 
should be recognized for leave that meets all three of the 
following criteria:

1. Is attributable to services already rendered
2. Accumulates—it carries forward into future periods during which 

it can be used, paid for, or settled
3. Is more likely than not to be used, paid, or settled

For leave that is excluded from the general approach, recognize 
a liability, including any salary-related payments, when leave 
commences
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Types of Leave and Their Recognition

Covered by the general 
approach

• Sick leave
• Vacation leave
• Paid time off (PTO)
• Unrestricted sabbatical leave
• Other leave not specifically 

excluded from the general 
approach

Excluded from the general 
approach

• Parental leave
• Military leave
• Jury duty
• Other leave that depends 

upon the occurrence of a 
sporadic event that affects a 
relatively small proportion of 
employees

• Unlimited leave
• Holiday leave that is taken on 

a specific date not at the 
employees’ discretion
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General Approach to Measurement

Accumulated 
leave that 
meets the 

three 
recognition 

criteria

Employee’s 
pay rate at 

the 
financial 

statement 
date

Salary-
related 

payments

Liability
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Key Measurement Steps

Establishing beginning leave balances for each type of leave 

Measuring the beginning liability, including leave not covered by general 
approach, if any

Determining ending leave balances for each type of leave 

Measuring the ending liability, including leave not covered by general approach, if 
any

For both beginning and ending liabilities:

•Identifying pay rates to be used
•Identifying salary-related payments, including defined contribution pensions or OPEB, if any

Selecting assumptions, including FIFO v. LIFO
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Flow Assumptions

Measurement of the liability for compensated absences 
requires an assumption about the “flow” of leave that 
is used first

In other words, do employees first use their 
accumulated leave or their newly earned leave?

The flow assumption affects the determination of how 
much leave is more likely than not to be used in future 
periods

The options are first-in, first-out (FIFO) or last-in, first-
out (LIFO
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Simple Flow Assumption Example

Government with a December 31 FYE

Employee earns 15 days of sick leave per year, credited at the 
start of each year

Sick leave can be accumulated and used in future periods but is 
not paid for at termination

Employment began January 1, 2021

Employee has not used any sick leave thus far

In June 2026, the employee undergoes surgery and is out for 15 
workdays

Source: Originally based on a GFOA presentation
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Flow Assumption Example (continued)

Fiscal Year 2021 2022 2023 2024 2025 2026
Leave earned 15 15 15 15 15 15
Leave used 

(FIFO) 15

Leave used 
(LIFO) 15

Days of Sick Leave Earned/Used

FIFO: Employee is assumed to use 12 days earned in 2021 and 3 earned in 2022 = 15 
days already earned as of FYE 12-31-25  all 15 days included in the liability

LIFO: Employee is assumed to use 15 days earned in 2026 and 0 earned before 2026 
 liability would be zero
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Calendar Challenges

In many cases, leave accrues as time passes during the 
fiscal year (daily, weekly, monthly, quarterly, annually, etc.)

What happens if the timing of the accrual of leave is 
different than the fiscal year? For example:
• Leave accrues on a calendar-year basis but the fiscal year is different 

from the calendar year
• Leave accrues on the anniversary of an employee’s hiring date

Leave accrual that varies based on the type of leave

• For example, sick leave accrues fully at the start of the fiscal year but 
vacation leave accrues at a rate of one day per month
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Pay Rates for Measurement

A liability should be measured using an employee’s pay 
rate as of the date of the financial statements

• Leave more likely than not to be paid at a rate different from the 
employee’s pay rate should be measured using the different rate 

• Leave not attributable to a specific employee, such as leave 
donated to a shared pool, should be measured using an 
estimated pay rate representative of the eligible employees

• Leave more likely than not to be settled by noncash means other 
than conversion to DB pension or OPEB should be based on the 
amount for which it is more likely than not to be settled

Additionally:
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Implementation Guide 2025-1: Q4.15

• Q—Is a future pay rate that is known (for example, because the 
next year’s salary increases are approved or a collective 
bargaining agreement is in place) a rate different from the 
employee’s pay rate at the time the payment is made as 
described in paragraph 17 of Statement 101? 

• A—No. Paragraph 17 of Statement 101 describes a 
circumstance in which leave is more likely than not to be paid 
at a rate different from the employee’s pay rate in effect at the 
future date when the payment is made, such as a percentage of 
that pay rate or a set dollar amount. Governments should not 
use future pay rates, even if known, in the measurement of the 
liability for leave that is more likely than not to be paid at the 
future pay rate. Paragraph 20 of Statement 101 requires future 
pay rate changes to be recognized in the period of the change. 
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Leave More Likely Than Not to Be Paid at a 
Different Rate

A government compensates employees for unused vacation 
leave at 50 percent of their pay rate

An employee retires at the end of the fiscal year with 200 
unused vacation days

Their pay rate as of fiscal year-end equaled $350 per day 

200 days × ($350 × 50%) = $35,000

Liability = $35,000 + salary-related payments
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Leave MLTN to Be Paid at a Different Rate: 
Leave Caps

A government compensates employees for unused vacation 
leave at 50 percent of their pay rate

An employee retires at the end of the fiscal year with 200 
unused vacation days

Their pay rate as of fiscal year-end equaled $350 per day 

There is a cap on the payout of no more than $20,000

200 days × ($350 × 50%) = $35,000

Liability = $20,000 + salary-related payments
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Salary-Related Payments

• Directly associated with the leave—payment depends on the 
amount of salary to be paid, and

• Incrementally associated with the leave—payment is in addition 
to the payment of the salary

Measurement of the liabilities for both leave that has 
been used and not used should include salary-related 
payments that are both:

Examples include the employer share of Social Security 
and Medicare taxes, possibly employer payments 
related to DC pensions and OPEB, but never payments 
related to DB pensions and OPEB
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Defined Contribution Pensions & OPEB

Prior to Statement 101, the only liability recognized 
related to defined contribution (DC) plans, if any, was 
a payable for contributions due before FYE but not 
made

As a result of Statement 101, if contributions to DC 
plans are salary-related payments, then a portion of 
the liability for compensated absences is a 
contribution to the DC plan based on the amount of 
salary to be paid at termination
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Contributions to DC Plans

An employee retires at the end of the fiscal year with 200 
unused vacation days
Their pay rate as of fiscal year-end equaled $350 per day 

The government also must make a contribution to the 
employee’s DC pension plan equal to 2% of pay
Other salary-related payments, such as FICA, total 30% of pay

200 days × $350 = $70,000

$70,000 × 2% = 1,400

$70,000 × 30% = 21,000

Liability = $92,400
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Governmental fund reporting

Recognize expenditures in the amount of compensated 
absences that normally would be liquidated with 
expendable available financial resources

A liability should be reported on a basis consistent with 
governmental fund accounting principles
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Reduced Disclosure Requirements

Long-term liabilities note:

• Beginning and ending balances for the year
• Changes in the liability during the year as either:

• Separate increases and decreases, or
• A net increase or net decrease, as long as it is indicated as net

• The portion of the ending balance due within one year
• Disclosure of the governmental funds used to liquidate the 

compensated absence liability no longer is required

NEW
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Long-Term Liabilities Disclosure

498,811, net **

** Net of reductions.
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Other Disclosures

Revise entry for compensated absences in the summary of 
significant accounting policies
• Remove items that are no longer relevant, such as vesting policies
• Add new items, such as the flows assumption and, if applicable, that the 

change in the long-term liability for compensated absences is disclosed 
as a net amount in the roll-forward note

Report the implementation of Statement 101 as change in 
accounting principle in accordance with Statement 100
• Restate beginning balances and display on the face of the financial 

statements in the aggregate with other restatements and adjustments, 
as appropriate

• Disclose the amounts of restatement individually in a tabular format
• Also disclose the nature of the change in accounting principle and 

affected line items in the financial statements, if any



Questions?



Dean Michael Mead
West Palm Beach, FL & Enterprise, AL

dmead@CRIadv.com
914.497.3293

LinkedIn: deanmead
Facebook: GASBguy
Threads: gasb_guy

Bluesky: @gasbguy.bsky.social

- Today’s Presenter - 
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CRI Firm Facts
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CRI Firm Values
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Follow CRI on Social Media
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