
Compensated Absences
Trends in Paid Time Off and Implementation of GASB Statement No. 101



Today’s Presenters

Jennifer Farr, CPA, MBA
Partner 

Davis Farr LLP

Jason Al-Imam
Finance Director

City of Newport Beach

Peter J. Brown
Partner 

Liebert Cassidy Whitmore



Presentation Topics

GASB 101 New Accounting Rules

Trends in Compensated Absences

Illustrative Examples



GASB 101 
Overview

Changes accounting 
for compensated 
absences to more 

appropriately reflect 
when a government 

incurs and 
obligation

To eliminate 
comparability issues 

between 
governments that 

offer different types 
of leave

Effective for fiscal 
year end June 30, 

2025

Early application is 
encouraged



Compensated Absences Defined

1) Cash payments when the leave is used for 
time off

2)Other cash payments, such as payment for 
unused leave upon termination of 
employment

3)Noncash settlements, such as conversion to 
defined benefit postemployment benefits

Leave for 
which 

employees 
may receive 
one or more



What Changed?
Type of Leave Old Standard New Standard

Vacation If payable upon 
termination

If payable or settled upon 
termination

Sick If payable on 
termination

Record if more likely than not to be 
paid or settled*

Taxes Not addressed Include
Pension/OPEB 
contribution

Not addressed Include defined contribution plans
Exclude defined benefit plans

*more likely than not means a likelihood of more than 50 percent



How to Determine More Likely Than Not

• More than a 50% likelihood of being used, paid, or settled
• Historically… 
• Do more than 50% of employees take their sick time, or 
• Do more than 50% of employees lose their sick time by not taking time off?

• Heavily impacted by policies –
• Do sick benefits expire at the end of the year
• Do sick benefits accumulate, even if not paid upon termination 
• Can sick benefits be converted to pay for postemployment benefits



What NOT to record

Leave pay that is dependent on the occurrence of a sporadic 
events: parental leave, military leave, jury duty leave

Unlimited leave

Holiday leave taken on an employer designated date



Valuation
Employee’s pay rate at financial statement date x hours

+ taxes at current %
+ defined contribution plan contributions at current %

= Compensated absences liability

Defined pension and OPEB contribution %’s are not included because 
the liabilities and expenses associated with retiree pension and OPEB 
benefits is already recorded as part of the Net Pension Liability and Net 
OPEB Liability 

Remeasure each financial statement date



Footnote 
Disclosure 
Changes

Increases and 
Decreases of 
Compensated 
Absences can 

now be 
presented NET

Include a prior 
period 

adjustment 
footnote in  

year of 
implementation

Update 
significant 

policies 
footnote in  

year of 
implementation

No longer 
required to say 

which fund 
typically 

liquidates the 
liability



Example Footnote



Trends in Paid-Time Off



New Statutory Leaves – AB 1041
• Amends (effective 1/1/23) the California Family Rights Act (CFRA) and the 

Healthy Workplaces, Healthy Families Act of 2014, also known as the Paid 
Sick Leave Law, to permit employees take leave to care for individuals who 
are not family members called “Designated Persons”.
• “Designated Persons” 

• Under the California Family Rights Act (CFRA) is defined as an individual related by blood or whose 
association with the employee is the equivalent of a family relationship.  

• Under the Healthy Workplaces, Healthy Families Act of 2014 is defined as is a person identified by the 
employee at the time they request sick leave.  

• The person can identified by the employee at the time they request leave.  
Under both laws, an employer can limit an employee to one designated 
person per 12-month period.  



New Statutory Leaves – AB 1949
• Amends the California Fair Employment and Housing Act (FEHA) to 

create a statutory right for eligible employees to take up to five days 
of bereavement leave (does not have to be paid but employee has 
the right to use sick leave) upon the death of a covered family 
member.
• Bereavement leave may be taken for the death of a family member -

spouse, child, parent, sibling, grandparent, grandchild, domestic 
partner, or parent-in-law. 
• Leave must be completed within 3 months of the date of death, but 

need not be taken consecutively.



COVID Related Leave 
• Current Employee Leave Rights Related to COVID.



Current Leave Issues 
• The impacts of Juneteenth and your agency’s obligations.
• Employee associations asking for holiday leave equal to the number 

of hours worked on different types of alternative work schedules.



Current Leave Issues 
• Holiday closures.
• Paying off leave – Does it have to be paid at the regular rate of pay? It 

depends.
§ Constructive receipt.

• Leave with no cash value – use it or lose it. Lawful?



Illustrative Examples



Illustrative Examples 



Illustrative Examples 



Illustrative Examples 



Illustrative Examples 



Illustrative Examples 



Illustrative Examples 



Illustrative Examples 



Questions and Discussion


