
ACCOUNTING STANDARDS
Problems with Legislating Accounting Standards
In recent years, we have seen proposals to change nationally adopted accounting methodologies in an effort to 
address a singular and distinct issue. While the issue in question may warrant consideration, requiring certain types 
of organizations to deviate from accepted accounting standards results in signifi cant problems for the preparation and 
audit of fi nancial statements on a macro level:

• It forces organizations to follow vague accounting requirements that often lack the detailed guidance, defi nitions 
and procedures that are embedded in nationally recognized accounting standards. 

• It puts a CPA in the position of having to opine on fi nancial records that have no basis in recognized accounting 
standards. 

• It creates confusion and inconsistency that can impede the desired policy objective that instigated the change.

Uniformity and Consistency of Accounting Standards are Essential
Uniform accounting principles, standards and procedures determine how businesses, governments, nonprofi ts and other 
organizations present and report fi nancial information. They give preparers a single set of standards to follow; provide 
auditors with a single set of standards against which to audit; and offers the public a single set of standards by which to 
judge the merits and performance of different organizations.

In the United States, that set of standards for public and private companies is known as generally accepted accounting 
principles (GAAP), which is established by the Financial Accounting Standards Board (FASB). For state and local 
governments, GAAP is established by the Governmental Accounting Standards Board (GASB). 

As the backbone of fi nancial reporting in the United States, GAAP accounting standards provide the rules and guidelines 
that CPAs and organizations follow for concise, relevant and reliable presentation of fi nancial data that can be compared 
across time and organizations. The combination of authoritative standards and guidance for applying those standards 
makes GAAP the foundation for fi nancial accounting for nearly every organization in the country. 

Independent, Transparent and Rigorous Standard Setting Process Must be Protected
Accounting standards are established, interpreted and, when appropriate, modifi ed through an independent, rigorous 
and exhaustive process that objectively considers public and stakeholder input. This ensures accounting standards 
remain relevant and useful. Importantly, accounting standards derive their legitimacy from the confi dence that they are 
developed free of outside infl uences that favor one particular outcome for an accounting standard to benefi t a particular 
participant in the fi nancial reporting system to the detriment of other users of the fi nancial information. Without this 
insulation, the confi dence in the quality and usefulness of fi nancial reporting that the public relies upon would be 
jeopardized.  

CalCPA is Ready to Help
As the Legislature works through legislative proposals that relate to accounting standards, we urge you to consider 
CalCPA members as a resource. CalCPA members are prepared to provide the Legislature with information and real-
world context necessary to make informed decisions on public policy that works in concert with national accounting 
standards–and if appropriate–assist in elevating specifi c concerns to the attention of standard setting bodies. We believe 
this will produce more impactful public policy solutions that are practical and administrable for all stakeholders. 
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